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During 2009, Sonoco leaned its cost structure, further
reduced debt to create one of the fictest balance sheets in
Company history and continued to focus on growth.
Sonoco’s growth strategy targetsa shiftin the mix of its busi-
ness toward faster growing and less volatile consumer-related
markets to reduce the cyclical effectonthe Company’s more
mature industrial business. This strategy continued to show
remarkable success as Sonocos Consumer Packaging seg-
mentachieved record operating profits in2009.

Sales gcncratcd by Sonocos diverse consumer packaging
and services businesses were about 58% of the Company’s
total sales in 2009, comparcd with 52% last year. In 2000,
when this strategy bcgan, Sonocos sales from industrial mar-
kets totaled 54%, comparcd with 46% from consumer mar-
kets. During the decade, Sonoco’s consumer-related sales

increased by 809%, while opcrating proﬁts grew signiﬁcantly.

On the Cover

"Throughout this 2009 Annual Repor, cases studies have
been developed toillustrace Sonoco's successtul strategy. As
shown on the cover from left to right: The “game changing”
Flavor Lock Lid and new composite paperboard can that
Sonoco produces for Kraft Foods Maxuwell House coftec has
been a hitwith consumers. At Sonocos service center in
Wroclaw, Poland, an employee prepares a customer’s product
for distribution throughout Europe. Sonocois one of the larg—
est producers of uncoated recycled paperboard, annually
manufacturing approximatcly 1.8 million tons at its 21 global
mills. Recovered plastic bottles are readied for processingat

Sonocos Cxpandcd rccycling center in Charlotee, N.C.

Forward-ooking Statements

Statements included in this 2009 Annual Report thatare
not historical in nature, are intended to be, and are hercby
identified as “forward Iooking statements for purposes of
the safe harbor provided by Section 21E of the Securities
Exchange Act of 1934, asamended. Additional information
about forward—looking statements is available in the enclosed

Form 10-K on page 2 or on the Company’s Web site at

SONOCO.com.



Sonoco at a glance

Founded in 1899, Sonoco is a $3.6 billion global manufacturer of consumer and industrial
packaging products and provider of packging services. From our beadquarters in Hartsville, S.C.,

Clobal Rigid Paper

and Closures

THE WORLD'S LARGEST PRODUCER OF
COMPOSITE CANS AND A GLOBAL LEADER
IN RIGID PAPERBOARD CONTAINERS AND
CONVENIENCE CLOSURES

Products and Services: Round and shaped com-
posite paperboard cans, single-wrap paperboard
packages, fiber cartridges. Aluminum, steel and
peelable membrane easy-open closures for com-
posite, metal and plastic confainers

Markets: Food (Both): Powdered beverages
and infant formulas, coffee, cereal, snacks, nuts,
cookies and crackers, confectionery, refrigerated
dough, frozen concentrates, spices/seasonings,
nutiional supplements, pet foods (Ends and clo-
sures): Vegetables, fruit, seafood, pouliry, soup
and pasta, dairy Nonfood: Adhesives, cauks,
cleansers, household chemicals, lawn and gar-
den, automotive, pet products

Global

Flexibles

A PROVIDER OF PRINTED INNOVATIVE
HIGH-BARRIER, HIGH-PERFORMANCE FLEXIBLE
PACKAGING SOLUTIONS

Products and Services: Flexible packaging
made from thin-gauge, value-added rotogravure,
flexographic and combination printed film, includ-
ing performance laminations, rotogravure cylinder
engraving, global brand artwork management

Markets: Confectionery and gum, hard-baked
goods, coffee, processed foods, beverages,
snack foods, pef foods, home and personal care

Globadl

Services

A LEADING PROVIDER OF “ONE-STOP” DISPLAY
SOLUTIONSS, INCLUDING FULFILLMENT AND
FEE-FOR-SERVICE SUPPLY CHAIN MANAGEMENT

Products and Services: Designing,
manufocturing, assembling, packing and
distributing femporary, semipermanent and
permanent pointoFpurchase (P-O-P) displays.
Packaging supply chain management, including
custom and confract packing, copacking,
fulfillment, primary package filling and scalable
service centers. Custom-printed Stancap® glass
covers, Rixie™ coasters, other paper amenities

Markets: (P-O-P displays, supply chain
management): Avtomotive, beverages,
confectionery, electronics, personal care, baby
care, food, cosmefics, fragrances, office supplies,
foys, hosiery, home and garden, liquor, medical,
overthe-counter drugs, sporting goods, fobacco
(Paperboard specidlities): Hotels and resorts,
food and beverage, healthcare facilities, catering
services, fransportation, advertising



and 312 operations in 35 countries, our 4ppr0ximeztely 16,500 employees produce paekﬂgz'ng for

avariety of industries and many of the world s most recognized brands in some 85 countries.

Global

Plastics

A LEADING MANUFACTURER OF BLOW-
MOILDED PLASTIC CONTAINERS, CONSUMER
AND INDUSTRIAL THERMOFORMED PLASTIC
PACKAGING, AND ENGINEERED MOLDED
AND EXTRUDED PLASTIC PRODUCTS

Products and Services: Monolayer and multi-
layer bottles and jars, monolayer, coated and
barrier and non-barrier lominated tubs, cups, con-
sumer and indusirial frays, spools, product design,
fool design and fabrication

Markets: Food: Noncarbonated, highbarrier
beverages/ready-o-drink products, processed
foods, sauces, dips, coffee, powdered bever
ages, pet foods, snacks, nuts, fresh-cut produce,
desserts, food service, condiments Nonfood:
Health and beauty, household chemicals, adhe-
sives and specialty products, automotive, medical
devices and disposables, texiiles, wire and cable,
fiber opfics, filiration

Industrial
Converted Products

THE WORLD'S LARGEST PRODUCER OF TUBES
AND CORES. ALSO A LEADING PROVIDER
OF CUSTOM-DESIGNED AND ENGINEERED
PROTECTIVE PACKAGING SOLUTIONS AND
REELS FOR THE WIRE AND CABLE INDUSTRY

Products and Services: Paperboard tubes,
cores, roll packaging, molded plugs, pallets,
pallet components, concrete forms, void forms,
rofary die boards, propriefary profective
packaging (Sonopost® technology, Soncbase®
carriers, Sonopop® sysfems), contract package
tesfing, steel, nailed wooden, plywood, recycled
and poly-fiber reels

Markets: (Tubes and cores): Construction, film,
flowable products, metal, paper mil, shipping
and sforage, tape and label, textiles, converters
(Protective packaging): Household appliances,
heating and air condifioning, office fumnishings,
automotive, finess equipment, lawn and garden,
promotional and palletized distribution (Reels):
Wire and cable manufacturers

Primary
Materials

A GLOBAL MANUFACTURER OF UNCOATED
RECYCLED PAPERBOARD FOR SONOCO'S
FIBER-BASED PACKAGING DIVISIONS AND THE
EXTERNAL CONVERTING INDUSTRY, AND ONE
OF THE LARGEST PACKAGING RECYCLERS

Products and Services: (Paper): Uncoated recy-
cled paperboard, chipboard, tubeboard, light
weight coresfock, boxboard, linerboard, corrugat-
ing medium, specialty grades, recovered paper
(Sonoco Recycling, Inc.): Collection, processing
and recycling of old corrugated containers,
paper, plastic, mefal, glass, other recyclable
materials

Markets: Converted paperboard products, spiral
winders, beverage insulators



Financial Highlights

Shareholder return, customer and employee satisfaction, commitment to excellence, integrity,

environmental stewardship and a safe workplace will be the ballimarks of our culture.

NET SALES

(BILLIONS OF DOLLARS)
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NET INCOME ATTRIBUTABLE
TO SONOCO
(MILLIONS OF DOLLARS)
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EARNINGS PER SHARE

(DOLLARS)
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Comparative Highlights wnaudited

Dollars and shares in thousands except per share data

Years ended December 31

2009 2008

Net sales $3,597,331 $4,122,385
Gross profif 666,046 724,030
Net income attributable to Sonoco 151,482 164,608
Return on total equity 12.0% 11.6%
Refurn on net assets? 1.9% 8.2%
Return on net sales 4.2% 40%
Approximate number of employees 16,500 17,500
Approximate number of shareholder accounts 39,000 42,000
Per common share:
Netincome  — basic S 150 S 1.64

— diluted 1.50 1.63
Cash dividends — common 1.08 1.07
Ending common sfock market price 29.25 2316
Price /earnings ratio 19.5 142

I Gross pmﬁz‘: Net sales minus cost of,w/w

2 Retwrn on net assets: Net income plus afier-tax net interest, divided by the net of average toial
assers, minis average cash, minus average current liabilities, [J/m average short-term debr

Strategic Mission Statement

Sonoco intends to be the low-cost global leaderin providing
customcr—prcfcrrcd packaging solutions to selected value-added
segments where the Company expects to be either number one
or two in market share. Sharcholder return, customer and
Cmploycc satisfaction, commitment to excellence, incegrity,
environmental stcwardship and asafe workplacc will be the

hallmarks O{:OUI' Cultu re.

Strategic Objective
To achieve average annual double—digit total return to share-

holders, with returns on capitai and cquity in the top quartile of
the Standard & Poor’s S00 Index.



To Our Shareholders

We enter 2010 with a much leaner cost structure, one of the fittest balance sheets in our

history and a proven cash-generating business strategy.

CLEARLY, 2009 WAS ONE OF THE MOST DIFFICULT,
AND YET, ONE OF THE MORE REWARDING YEARS FOR
SONOCO. The continuation of the dccpcst giobai recession
in decades signiﬁcantiy impactcd volumes Companywidc,
particuiariy in our businesses which serve industrial markets.

In response, we moved quickiy to lean our business by sizing
our manufacturing
footprint to meet the CASH FLOW

FROM OPERATIONS/
FREE CASH FLOW

(MILLIONS OF DOLLARS)

new market realities
of our served mar-

kets. Inaddition, we

rcaiigncd our busi- 997 483 445 379 392
nesses and stream- $520
lined our manage- m

ment organization.
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cantiy reduced costs,

achieved record pro- v - - - o

ductivityand . FREE CASH FLOW
CASH DIVIDENDS

improved annual .

CAPITAL EXPENDITURES

gross proﬁt margins
FREE CASH FLOW EQUALS CASH FLOW

FROM OPERATIONS MINUS CAPITAL
EXPENDITURES AND DIVIDENDS

tothe highcst level
since 2007

Our successtul
strategy to grow our businesses serving consumer markets
resulted in record operating proﬁts in our Consumer Packaging
segment and record new product sales. While operating proﬁts
from our Tubes and Cores/ Paper segment declined nearly 50%
year over year, we did see scqucntiai improvementin volumes
during the second half of the year, and our restructuringactions
and productivity initiatives hcipcd strcngthcn resuls.

Cash flow from operations was cxtrcmciy strong, hcipcd by
our efforts to aggrcssivciy manage Wori(ing capitaii We
improvcd the financial fitness of the Company by paying down
$116 million of debtand making a voiuntary $100 million con-
tribution to fund our U.S. pension pian. Asaresult, Sonoco
enters 2010 in one of its strongest financial positions in our

history.

For the 85 consecutive year, we paid sharcholders cash
dividends, which for the year totaled $1.08 per share.
Combined with the appreciation of Sonocos stock price, share-
holders received a 32.3% total return in 2009, which exceeded
most major cquity indices.

Dcspitc cxtrcmciy tough giobai economic conditions, our
management and cmpioyccs kcpt their focus on improving
whatwe can control. We improvcd customer service—using,
whatwe call the pcrfcct ordcr—by maximizing on-time ship—
ments, accuratciy ﬁiiing and invoicing orders,and providing
top-quality products. Our employees remained focused on
safcty, rcducing recordable injuries 23%and achicving another

record low total incident race, or TIR, of 55.

Summary of 2009 results

Sonocos sales declined, down 13% from 2008 levels, to
$3.6 billion. Volumes declined throughout the Company, but
most notabiy in our industrial-focused businesses. Sales were
also ncgativciy impactcd by dcciining sciiing prices, again pri-
marily in our more recession-sensitive Tubes and Cores/Paper
segment, rcsuiting trom lower raw material and other input
costs. These declines more than offset price increases in our
Consumer Packaging segment that were putin piacc to coun-
teract highcr material and other costs. The stronger dollar dur-
ing much of the year also reduced total sales by $138 million.

Earnings were $151.5 million ($150 per diluted share), com-
pared with $164.6 million ($1.63 per diluted share) in 2008.
Earnings in 2009 were ncgativciy impactcd by after-tax restruc-
turing chargcs of $23 million and a $5.3 million chargc related
to a retrospective tax law changc in Mexico. 2008 carnings
were ncgativciy impactcd by a$31 million, aftertax, noncash
impairment chargc related to the Company’s remaining incer-
estin the sale of its high dcnsity film business and $30.8 million
inafter-tax asset impairment and restructuring chargcs.

Base carnings were $179.8 million ($1.78 per diluted share),
compared with $226.4 million ($2.24 per diluted share) in
2008. This 21% decline was primarily due to lower Company-
wide volumes and increased pension costs of $33 million, after

tax. These items were partiaiiy oftset by strong productivity



improvements, reduced fixed costs
anda favorable pricc/cost relation-
sliip. The net impact of these factors
pushcd our gross proﬁt margin to
18.5%, the highcst level reached since
2007,and an increase from 17.6%in
2008. (Informartion about base carn-
ingsand basc carnings per diluted
share alongwith reconciliations to and Chief Executive Officer

the most closely applicablc GAAP

financial measure is provided on pages 18-19 of the Form 10-K

contained within this rcport.)

Despite a $100 million voluntary pension contribution, cash
gcncratcd from opcrations was the third highcst in Company
history at $391 million, exceeding the $379.4 million generated
in 2008. Without the pension contribution, cash flow would
have been neararecord, due primarily to our efforts to effec-
tivcly manage inventories and other elements of working capi-
tal. Cash flow from operating activitics was used to pay down
debr, fund capital expenditures of $104.2 million and return
$1079 million to sharcholders tlirougli dividends.

Atyear end, total debt was $581 million, compared with
$690 million at the end 0f 2008. The Company’s debe-to-total-
capital ratio declined t0 29.6% at year end, comparcd with 37%
at the end of 2008. We maintain a strong liquidity position, as
cash on hand increased year over year by $84 million to atotal
of $185 million. We also had no borrowings outstanding under
the Company’s $500 million commercial paper program,
which is fully supportcd by abank credic facility providcd by a
syndicatc of banks committed until

May 2011.

Successful consumer strafegy

Harris E. DeLoach Jr., Chairman, President

SALES BY OPERATING SEGMENT

(MILLIONS OF DOLLARS)

mature industrial businesses. This
strategy continuces to show remark-
able success as our Consumer
Pacl(aging segment achieved record
operating proﬁts of $170 million, up
30% from 2008. Our profic growth
momentum has continued wich this
segmentreporting cight consecu-
tive quarters ofycar—ovcr—ycar
improvement.

Sales gcneratcd by our diverse consumer packaging and ser-
vices businesses were about 58% of the Company’s total sales
this year, as comparcd with 54%in 2008.1n 2000, approxi-
matcly 54% of our sales were from industrial markets, comparcd
with 46% from consumer markets. As a result of our strategy
during the decade, we have grown consumer-related sales by
more than 80%, while operating proﬁts from these businesses
increased by about 90%, cxcluding the impact of pension costs.
We believe that sales from our consumer-focused businesses
will likcly reach more than 60% of total sales l)y 2012, althougli
we still EXPECt to grow sales from our global industrial markets.

In 2009, we streamlined our consumer organization, com-
bining nine separate divisions into four glol)al business units.
To continue growing these businesses, we are focused on
improving our total solutions offcring to consumer product
companics by providing the industry’s most complctc portfolio
of packaging and supply chain services, ranging from product
creation to reclamation.

To complcmcnt our total solutions effort, we providc “one
face” of senior account lcadcrship to coordi-
nate all aspects ofour rclationships with our
largcst consumer product customers and

promote cross sclling of our diverse mix of

leads to record results Consumer products and services. Since launching this
. Packaging . . )

At the start of this decade, we 1,551 Corporate Customer program in 2005, we
bcgan implcmcnting astrategy to have stcadily cxpandcd it to include our
shift the mix of our business toward Tobes and = 1,339 seven largcst consumer product custom-
faster growing and less volatile con-  Cores/Paper ers. Combined, these Corporatc
sumer-related markets to reduce _ustomers account for approximate

lated markets to red - C forapp ly
the cyclical effects of our more 281 sﬂ‘;‘;:::ﬂ'“ﬂ

All Other Sonoco

Sonoco 2009 Annual Report



NEW PRODUCT SALES

(MILLIONS OF DOLLARS)

87 11 100

$200

27% of Sonoco’s net sales. Over the past

150
three years, we have been awarded nearly
$200 million in new business from these 100
customers, which has more than offset
general sales erosion.

About 60% of our new product
sales also come from our Corporate
Customers. In 2009, we setan impres-
sive record by generating more than
$179 million in new product sales, up
31% from last year. New consumerrelated products accounted
for $162 million of this total, which was up 39% from last year.
We launched a number of new rigid paper, rigid plastic, flexible
packaging and ends and closure products in2009. The intro-
duction of Kraft Foods Maxwell House coftee in Sonoco’s high—
pcrformance composite can illuscrated our ability to collabo-
rate with our Corporate Customers to develop “game chang-
ing” packaging alternatives. (A more detailed case study of this
impressive effortis found on pages 9-1 1)

Approximately 74% of our consumer packaging and ser-
vices sales occurred in the United States. However, we are tar-
geting international sales growth, particularly inour Packaging
Services business. Since 2005, we have grown from virtually no
sales to about $140 million in sales from our four contract pack—
aging centers in Poland, including anew center which opcncd
in2009. (A more detailed case study of our success in Poland
can be found on pages 16-17) In addition, we are pursuing
other consumer pack-
aging and packaging TOTAL PRODUCTIVITY
services growth (MILLIONS OF DOLLARS)

OppOl’tU.I’]lUCS mn

Europc, Mexico, il 774 958 96.5 784 1215
South America and i
Asiaas we follow our 105 I -i .
customers to faster-
growing, markets. g --"
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Industrial markets slowly rebounding

The global recession signif‘icantly impactcd
our industrial volumes in 2009, which togcthcr
with lower Sclling prices and unfavorable
Cxchangc rates, resulted in sales in our Tubes and
Cores/Paper segment declining 20%. While
- - volumes were down sharply in the first half, we
began to sce stabilization in the third quarter,
and fourth quartcrvolumcs showed improve-
ment over weak fourth quarter 2008 levels.

Unfortunatcly, dccliningvolumcs necessitated the closure
ofa paper millin the United States, five tube and core plants—
three in the United States, one in Europc and one in Canada—
and awooden reel facility. To improve cfﬁcicncy, wealso
streamlined our 10 industrial products divisions into two busi-
ness units—North American Converted Products, which
includes all of our industrial carrier businesses; and the Primary
Materials Group, which includes our papcrboard mills, internal
supply operations and rccyciing. Our European, South
American and Asian papcrboard, rccycling and industrial con-
verted products businesses continue to report to rcgional gen-
eral managers.

Changcs inthe globai markctplacc ledusto modiFy our
industrial strategy and take steps necessary to make this busi-
ness a stronger cash generator while pursuing opportunities to
grow in new gcographics and markets. Aithough we alrcady
have low-cost operations, we have bcgun implcmcnting an
opcrational excellence initiative aimed at assuring thatwe have
the most efhcient operations in our industry.

We expect that our base tubes and cores business will per-
form in line with the gcncrai cconomy, with growth coming
from investments in markets in South America, Eastern
Europe and Asia. In addition, we continue to look for acquisi-
tion opportunities to rationalize operations in more mature
markets, particularly in North Americaand Europe.

We also are Working to lcvcragc our existing tcchnology.
Our papcr—based protective packaging business continues to
grow through entry into new markets and international expan-

sion. (Read more about this on pages 22-23) Investments in



$1,000

CASH DIVIDENDS
PAID TO SHAREHOLDERS

(DOLLARS PER SHARE)

g 95

$1.20

our rccyciing business are cxpcctcd to con- %0
tinue increasing our ability to process more
residential and commercial singic—strcam
materials and expanding our highly success-
ful waste-reduction service called Sonoco

Sustainability Solutions, LLC or S3. (Read
more about these efforts on pages 20-21)

leaders in producing leaders
and sustainability

"Throughout our 111-year history, we have been recognized
not oniy asleadersin the packaging industry, butasleadersin
producing leaders. During 2009, Sonoco was rccognizcd by
Fortune magazine as one of the top five "Most Admired” com-
panicsin the packaging industry. Andin December, we were
also recognized for the third consecutive time as one of North
America’s 25 Top Companics for Leaders. Sonoco was ranked
20 againstsome of the best businesses in America; no other

packaging company was

TOTAL DEBT recognized.

(MILLIONS OF DOLLARS) Wich the Scptcmbcr

782 764 850 690 581 launch of our True Blue™line
of sustainable packaging, we

are settinganew standard for
750

N
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more cnvironmcntaliy
responsible packaging. (Read
more about this on pages
12-13.) Also, for the first time,
we were listed on the Dow
Jones Sustainability World
Index. Sonoco is one of only
three giobal packaging companics to be listed on this highly
rcgardcd sociaiiy rcsponsibic investor equity index. Finaiiy, we
were honored bch’wru/mé magazineas one of the Top 100
Greenest Big Companies in America. Sonoco was the highest
ranked U.S -based packaging company in terms of sustainabil-

ity. (Read more about the Company’s sustainability efforts on

pages 67)

102 107 108

Outlook

We enter 2010 with a much leaner cost
structure, one of the fitcest balance sheets
inour history anda proven cash—gcncrating
business strategy thacwill allow us to grow
our businesses while providing competitive
returns to our sharcholders.

We expectsales demand to remain near
the levels cxpcricnccd during the second half of 2009, which
would lead to favorable year-overyear comparisons for the firse
half of 2010, particuiarly in our recovering industrial businesses.
We also expect continued improvementsin productivity, and
our restructuringactions and other cost-control measures will
aid resules and position us well for a continued economic recov-
ery. Further helping us in 2010 will be decreased pension
expensesasa result of our $100 million voiuntary contribution
anda strong 2009 investment performance.

Yetwe still face chaiicngcs throughout our giobai busi-
nesses. The rebound from the recession will iikciy be less robust
than in past recoverics. Prices are likely to continue to be vola-
tile. For cxampic, the cost of recovered paper, our primary raw
material, has doubled since November 2009, which is forcing us
to implcmcnt price increases with our customers and may pres-
sure margins. We effcctively navigated the dcpths of the reces-
sion and have succcssfuiiy dealewith rising raw material costs
before. We are confident in our abiiity to manage through the
chaiicngcs 2010 has in store and to deliver another year of
strong pcrformancc tor all our stakeholders.

Thank you for your continued support and for entrusting us

with your investment.

/émi@«%»/%

Harris E. DelLoach Jr.
Chairman, President and Chief Executive Ofhicer
March 9,2010

Sonoco 2009 Annual Report


http://www.sonoco.com/sonoco/Services/Recycling/svc_S3.htm

Sustainability

Sonoco establishes a greenhouse gas emission reduction goal, pursues zero landjfill

disposal and is recognized as a leader in sustainable packaging.

SONOCO CONTINUED TO SET THE STANDARD FOR
SUSTAINABILITY IN THE PACKAGING INDUSTRY IN 2009.
Sonocos Sustainability Council established metrics to measure
its progress toward a series of environmental, social and eco-
nomic goals and the Company announced new environmental
targets dcsigncd to reduce its carbon Footprint by cucting
grccnhousc gas (GHG) emissions from its manufacturing
facilities.

“Using 2008 as our baseline year, Sonoco is committed to
reducing GHG emissions from our North American facilities
by 15%by 2013,” said Harris Deloach. “To achieve this, we
expect o reduce energy usage tbrougb targctcd investments
and initiatives at our uncoated rccyclcd papcrboard mills. (Read
more about thison page 18) Thiswill include changing process
stcam production at some mills to either renewable or other less

carbon-intensive fuels.”

Dow Jones

Sustainability Indexes

Member 2009/10

Altbougb this emission reduction goal currcntly targets
Sonocos North American operations, which were rcsponsiblc
for approximatcly 72% of its 2009 revenues, the Company has
also established measurement tools and bcgun compiling emis-
sion data from its international opcrations to dcvclop broader
GHG reduction goals inthe coming years. SONOCo remains
focused on continuing to decrease other air emissions, energy
consumption and water usage.

Sonoco continued to aggrcssivcly work to reduce the wastes
gcncratcci by its production and warchouse opcrations, with the
goal of acbicving zero landfill disposal. A new cross-functional
group composcd of representatives from each of Sonoco’s non-
production buildings, the Hartsville Campus Sustainability
Council, was also formed to bclp Sonoco’s corporate bcadquar—
ters become amodel “green” office environment. The Council

cxpandcd and revitalized che “Ics Easy Being Green office

waste rccycling initiative first introduced in Hartsville in 2007
and coordinates campus rccycling, energy conservation and
other sustainability initiatives. Council members have also been
cbargcd with incrcasing cmploycc rccycling and energy conscr-
vation, sharing campus best green office practices and dcvclop—
ing, tracking and reporting kcy landfill avoidance and energy
conservation metrics.

The Company also continued to create sustainable value for
customers in 2009 by cxpanding its portfolio of sustainable
packaging oficrings and rccycling services. Sonoco launched a
new umbrella brand for packaging solutions and rccycling ser-
vices that meet stringent sustainability requirements and used its
proprictary, cutting—cdgc, sustainable packaging dcsign software
to bclp customers make their packaging more cnvironmcntally
fricndly by substituting materials, down«gauging structures and
simpliFying packaging toimprove its rccyclability. Expansion of
the Company’s S3waste reduction service con-
tinued in 2009, as both the volume of rccyclablc
materials collected and number of largc con-
sumer product company facilicies served grew.

Sonoco received signiﬁcant recognition for
its commitment to sustainability in2009. It
was one of only seven U.S. companies selected
to join the prestigious Dow Jones Sustainability World Index
(DJSI'World), which tracks the financial performance of lead-

ing sustainability—drivcn companics worldwide. Only three

global packaging com-
SAM SUSTAINABILITY panicsare listed on
YEARBOOK 2010 SCORES DJSI'World, and only
(CONTAINERS & PACKAGING about 10% of the
SECTOR RESULTS — PERCENT) approximatcly 3,000

companics invited to

n 70 711 N

100 ol 40 42 46 participate in the pro-
gram were chosen.
7 Sonocosinclusion

5 on this elite index,
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according to Deloach,

‘was tl]C l’CSU,lt ofan

improvementin the

Company’s ranking ona

M soxoco
. SECTOR AVERAGE



number ofenvir onmentai StCw-

ardship and social responsibilicy

tactors. “Overall, our 2009 score
improved by 17% over 2008’s, dem-
onstrating the progress were making
inall of our global operations,” he said.
This improvementwas also recog-
nized by SAM (Sustainable Asset
Management), which has assessed and
documented the sustainabiiity perfor—
mance of more than 1,000 corporations
annually since 1999.Iniits Sustainability
Yearbook 2010, SAM named Sonoco the
“SAM Sector Mover” in the Container and
Packaging Sector for achieving the largest

year-overyear sustainability performance

) Sam ?gelt%r mover
‘) Sam %(r)ggze class

improvement of the companies in the sector's top 15%. The Sonoco received significant sustainability-related recognition in 2009. The Dow Jones
Sustainability World Index, SAM and Forzune, CRO and Newsweek magazines all honored

Company was also awarded the SAM Bronze Class status for
the Company for its sustainability performance.

artaining a total score within 5% of the SAM Sector Leader.
Newsweek magazinc also named Sonoco one of the 100

Greenest Large American Companies and the highest ranking Citizens, and Foraune magazine named Sonoco one of the five

U.S. packaging company in its inaugural Green Rankings. most admired companies in the packaging industry.

Leading environmental researchers KLLD Research & “Having our commitment to sustainability recognized by
Analytics, Trucostand CorporateRegister.com spent more all of these highly respected groups is extremely gratifying for
than ayear developing the listand rankings by evaluating the our employees and other stakeholders because it means they

country’s 500 largest companies on their environmental perfor- - understand the importance we place on being the leader in sus-

mance, green policies and reputation. tainable packaging and recycling services, said Deloach.
CRO (Corporate Responsibility Officer) magazine also ranked

Sonoco number 27 oniits list of 2009 100 Best Corporate

Sonoco 2009 Annual Report 7



Consumer Packaging

Conversions from metal cans to more environmentally friendly rigid paperboard

containers will continue to be a key initiative for Sonoco’s consumer packaging segment.

SONOCO'S CONSUMER PACKAGING SEGMENT,
WHICH PROVIDES PACKAGING FOR MANY OF THE
WORLD'S BEST-KNOWN BRANDS of consumer food and
nonfood products, consists of 63 plants operating throughout
theworld. In 2009, this segmentaccou nted for approximately
43% of Sonoco's consolidated net sales. In addition to bcing the
largcst global produccr
of roundand shapcd

NET SALES
CONSUMER PACKAGING

(BILLIONS OF DOLLARS)

papcr boar d COHlpOSltC
cans, thC consumer
scgmcnt manufacturcs
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single—wrap papcrboard $1.6

N |
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molded rigid plastic 1 ----
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packagcs; ﬁbcr and

plastic cartridgcs; and
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extr LlClCCl and blOW-

containers. Alumi-

9

num, steel, plastic and 0
pcclablc membrane

casy-open ends and closures also are produccd for composite,
metal and plastic containers. This segment also providcs con-
sumer product companies with flexible packaging using thin-
gauge, high—quality rotogravure, ﬂcxographic and combination
printcd film, including lamination and cutting—cdgc rotogravure
cylindcr engraving and global brand arework management.

Sales for the Consumer Packaging segment were $155 bil-
lion, down 2% from $1.59 billion in 2008. Sales decreased due to
4% lower volume overall in the segment except for small gainsin
rigid plastic containers. Also, unfavorable forcign cxchangc rates
lowered sales by $34 million. Increased sclling prices, rcsulting
from highcr material and other costs, partially offset these nega-
tive factors. Domestic sales were approximatcly $1.18 billion, flac
with 2008, while international sales were down 8.7% to $371 mil-
lion due to unfavorable forcign cxchangc rates.

Segment operating, proﬁts increased to arecord $1699 mil-
lion, up 30% trom $131 million in 2008. The increase was due to
the impact ofa favorable pricc/ Cost rclationship as sclling prices
were increased and, due to timing, more than offseta signiﬁcant
increase in raw materials and other input costs. Strong procluc—

tivity and purchasing initiatives were able to offset the impact of

lower volume and highcr pension costs.

Composite can unit sales declined in 2009 due primarily to
lower snack container volume, impactcd by recession-related
reduction in consumer spcnding. Sonoco continued to success-
Fully help consumer product companies convert from metal
cans to less costly and more environmentally friendly rigid
papcrboard containers, particularly in powdcrcd infant formula
and coffee. During the year, the Company converted PBM
Nutritionals private label powdered infant formula (PIF) to
composite cans, and Heinz successtully launched a new PIF
composite can that received the Italian Institute of Packaging
Special Quality Design Oscar Award.

One of Sonocoss fastest growing products is rigicl plastic
containers. In 2009, more than 1.2 billion blow-molded rigid
plastic containers were sold, up approximatcly 10% from 2008.
Much of this growth came from the sale of bottles for nutri-
tional drinks and supplements, such as Abbotts Ensure”and
Living Essential’s 5S-Hour Energy” drinks, and containers used
for hand sanitizers as a result of the HINT flu pandemic. In
addition, growth came from thermoformed containers for por-
tion control condiments, trays for fresh produce, and retortable
bowls and trays for consumerand pet foods, including new
microwavable trays for Nissan Food’s ready-to-cat noodle
dishes.

The Company’s flexible pacl(aging business showed solid
improvement in operating prol'its in 2009. Sonocos ability to
producc high—impact graphics and high—pcrformancc lamina-
tions is complcmcntcd by new tcchnology innovations such as
casy-opening and
reclose features, laser

OPERATING PROFIT
CONSUMER PACKAGING

(MILLIONS OF DOLLARS)
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CASE STUDY: Coffee Can Conversion

WHEN KRAFT FOODS DECIDED TO EXPLORE PACKAGING
ALTERNATIVES to the metal cans it was using for its Maxwell

Today, Kraft Foods uses Sonoco’s rigid paperboard containers for several brands of coffee,
including Maxwell House, the second largest coffee brand in the United States. Kraft Foods
first began using Sonoco’s high-performance composite cans in 2008 for its Yuban®and

House brand coffee, the company had spcciﬁc goals inmind. It
wanted a supplicr that could providc atotal systems approach
by bringing togcthcr disparatc resources and offera singular
solution from a singlc sourcc—simply and scamlcssly. Iralso
wanted a supplicr that could deliver a new packaging solution
for coffee that provcd more sustainable and less costly, while
providing similar pcrformancc to metal cans.

With those goals in mind, Kraft Foods turned to the world’s
largest producer of rigid paperboard cans—Sonoco. Since 1899,
Sonoco has providcd innovative packaging solutions to some of
the world’s most rccognizablc brands. According to Vicki
Arthur, Sonocos vice president of Global Corporate Accounts,

itisthe Company’s unique ability to deliver complctc and

Nabob coffee brands.

customized packaging solutions and turn—kcy project manage-
ment capabilitics thac scparates Sonoco fromits packaging
peers.

“We have positioned ourselves as the industry’s only total
solutions providcr for consumer product companics, offcring a
tull range of packaging supply chain products and services rang:
ing from creation to reclamation,” she cxplaincd. “Other com-
panies have attcmptcd to duplicatc our business model, but
whatwe're doing is truly unequaled in the industry.”

In thC casc O{:thC MﬂXZ{)f//HO%SE projcct, Sonoco
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CASE STUDY: Coffee Can Conversion

Sonoco produces its patented Sealclick” plastic closures for the Maxwell House Flavor Lock
Lid at its molded plastics plant in Forest City, N.C. In total, seven divisions and 11 Sonoco

plants contribute to the production of the new Maxwell House composite can.

10

assembled a dedicated team of cmployccs from various divi-
sions within the Company to collaborate on the venture. For
more than two years, this team worked to dcvclop a packagc
that could succcssfully meet the cost objcctivcs and pcrfor—
mance expectations of Kraft Foods. The result—a high—pcrfor—
mance rigid paperboard can that represents the next generation
of coftee packaging. Designf:d and manufactured speciﬁcally
for Kraft Foods coffee products, the Maxwell House container
ofﬁcially hit store shelves in the spring 0f2009.

Six different components—all made by Sonocoas part ofits
total solutions portfolio—make up the new Maxwell House

packagc. ThC canis spiral—wound from 100% I‘CCychd paper-



board andincludesa high—barricr liner that
hclps deliver great tasting coffee cup after

cup. Sonoco’s patented Ultraseal” membrane
end is used for the container’s opening,
Created for nonproccssed applications like cof-
fee, the flexible end creates a hermetic seal and
featuresa unique valve that releases built—up
pressure that can occur in coftee packaging.

The can’s overcap is made using Sonoco’s
patent pcnding Sealclick® p]astic closure tech-
nology, which produccs alid for the can that
tightly rescals—with an audible snap—by simply
applying pressure using both thumbs. Kraft
Foods calls this new overcap its “Flavor Lock Lid.”

Finally, to hclp differentiate the look of the
new Maxwell House can, Sonoco uses its state-of-
theart gravure cylindcr engraving operations and
FOTOZravure Presses to create a unique and vibrant
label. And, because the can has no ribs or grooves,
its smooth surface providf:s superior biﬂhoarding for
the ncwly created Maxwell Flouse graphics.

Sonocos high—pcrformancc canalso is more
cnvironmcntaﬂy rcsponsiblc than metal, rcducing
the amount of raw materials rcquircd tor packagc pro-
duction by more than 4 million pounds annually. Also,
when comparcd to metal cans, Sonoco’s composite cans
require less energy to manufacture and resultin fewer green-
house gas emissions. Another factworth notng is that the recy-
cled paperboard that makes up most of the container’s wcight is
chain—of—custody certified by the Forest Stcwardship Council
(SW-COC-003307), the Sustainable Forestry Initiative (PWC-
SFICOC-294), and the Programme for the Endorsement of
Forest Certification (PWC-PEFC294).

“We were looking foranewand contemporary look for the
Maxawell House brand that also oftered cost savings, sustain-
abih’ty, pcrformancc and innovation,” said Allison Doubles,
Kraft Foods group leader for Packaging Development -
Bcvcragcs. “Sonoco was able to succcssfully marry all of those
elements togcthcr togive us the kind of pcrformancc and new

look’ on shelfwe were secking,

Six components make up Sonoco’s high-performance
composite cans. Paper for the cans comes from a plant
in Richmond, Va,; the high-barrier liners are manufac-
tured in Morristown, Tenn.; the patented Ultraseal

membrane ends and bottoms come from plants in

Memphis, Tenn; the overcaps are made in Forest City, N.C;
and labels are manufactured in Winnipeg, Manitoba,
Canada. Adhesive for can construction is supplied through

aplantin Hartsville.

“And the Flavor Lock Lid was
rcally the game changcr for us.
There’s no other company thatis
of:fering somcthing similar”
Sabrina Dixon-Garrett,
Sonoco’s account dcvclopmcnt
manager for the project, said the
Sonoco team spentagreat deal of
time dcvcloping and pcrfccting the
Flavor Lock Lid.

“While we worked hard on every
detail of the packagc, itwas Cspccially
important for us to understand how

the Flavor Lock Lid needed to fitand
work in conjunction with the composite
can, she Cxplaincd. “We wanted alid that
not only sealed propcrly, butalso providcd thataudi-
ble ‘click’ that reassures consumers the canis sealed tight.”

Arthur believes collaboration is a kcy clementin the success
of any project, and that the “one face” approach of Sonoco’s
Corporatc Customer program hasbeen instrumental in improv-
ing collaboration with customers. She added that the Maxiwel/
House pro!‘ect isagreat cxamplc of the value thatis created when
Sonoco partners closcly with one of its major customers.

“The conversion projectwith Kraft Foods is what our
Corporatc Customer program and our total solutions approach
are all about,” she said. “Tewas a true partncrship where we
Cxchangcd ideas and shared information with each other from
the conccptual phase through dcsign, testing and market entry.
The resulting package isone were all proud ofand thatis reshap-

ing how the coffee industry pacl(agcs its product.”

Sonoco 2009 Annual Report
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CASE STUDY: Sonoco True Blue™ Products

A RECENT STUDY BY THE COLORADO-BASED MARKET INTEL-
LIGENCE FIRM PIKE RESEARCH PREDICTS thar the sustainable
packaging marketwill nearly double from $88 billion in 2009 to
$170 billion in 2014 as more and more consumers, manufactur-
ersand retailers worldwide demand cco-fricndiy packaging.

Alongtime leader in sustainable packaging and the industry’s
oniy true total solutions providcr, Sonoco took its commitment
to meeting customers needs for environmentaliy friendly pack—
aging to the nextlevel in 2009 with the launch of its True Blue™
brand of sustainable packaging solutions and rccyciing services.

“Our new True Blue brand gives consumer product custom-
€rsa one-stop shop for sustainable packaging solutions that
reduce their environmental footprine,” said Charles Sullivan,
executive vice prcsidcnt, Consumer, announcing the new prod-
uctline in Scptcmbcr 2009. “And because we are not limited to
justone sustainable packaging piatform, tccimology or format,
our customers can choose from a variety of innovative options
that mect their unique needs. The True Blue brand leverages
our Company’s extensive skill and experience in dcvcioping
superior design concepts that meet our customers perfor-
mance, costand sustainabiiity rcquircmcnts.”

To qualify for Sonoco’s new True Blue brand, a package
must providc aclear environmental advantagc overthe packagc
it was created to rcpiacc cither through the use of more sustain-
able materials or source reduction. A package may also quality
tor this new line of sustainable packaging solutions if it requires
less energy, water and/or raw material to produce orresults in
tewer carbon emissions. The True Blue brand’s stringent stan-
dardsalso require that any improvementin the sustainabiiity of
apackage must be verifiable through a life-cycle assessment,
third—party certification or recognition by an indcpcndcnt
industry organization. Sonoco’s True Blue productline cur-

T Cl’lt]y includcs shapcd and T OUI]d compositc cans; biow-moidcd

S O N O C O

3 True Llue

P R O D U C T s

Go green. Choose blue™

The vibrant three-ply foil-based flexible coffee bags Sonoco makes for PJ’s
Coflee qualify as True Blue products because they require fewer materi-
als and less energy to produce than traditional four-ply coffee bags.

plastic containers; thermoformed packages; molded and
extruded piastic products; ends and closures; printcd tlexible
packaging; point—of-purchasc dispiays; and protective packagingi

Sonoco’s True Blue round rigid paperboard cans containan
average of 50% recycled content by weight and 35% post-con-
sumer recycled content; Sonoco’s composite cans with paper
bottoms average 75% rccycicd content by wcight. Signiﬁcantiy
more cnvironmcntaiiy friendiy than steel cans, composite cans
from Sonoco require 34% fewer energy inputs and 27% less raw
material by wcight to producc and result in 20% fewer green-
house gas (GHG) emissions. The paperboard used to manufac-
ture Sonoco's round composite cans s 100% recycled content.

Sonoco’s Lincarpak® shapcd rigid paperboard packagcs,
which contain an average of 55% recycled contentand 50% post-
consumer content, are also part of the True Blue productline.
The low-barrier version of the Lincarpak can is completely recy-
clable in the mixed paper stream and the paperboard Sonoco
uses to make all of its Lincarpak containers is 100% recycled
material.

"The Company’s growing line of True Blue rigid plastic
health and beauty product containers is engincered to require
less piastic to producc than typicai rigid plastic containers, but
provide the same level of product protection, consumer conve-
nience and shelfappeal. Sonoco has also reduced the amount of
metal used inits metal ends and closures by approximately 10%
inthe past fcwycars and continues to pursue downgauging as
wellas VOC (volatile organic compound) reduction. The
Company also offers True Blue approved Ecoseal™
and Safetop” peclable paper membranc closures.

Sonoco’s innovative True Blue three-ply,



http://www.sonoco.com/sites/trueblue/index.html
http://www.sonoco.com/sites/trueblue/index.html

matte-finished, foil-based flexible coffee bags are leaner and

greener than traditional four—ply flexible coffee bags, allowing
coffee producers to reduce their product’s environmental foor-
print without sacriﬁcing pcrformancc orvibrant packaging.
True Blue Sonotort® retort flexible pouchcs simplify proccssed
food and beverage packaging and, when compared to less sus-
tainable glass jars, providcd improvcd resultsina third—party life-
cycle assessment, including a 97% reduction in material weight
inputs,a 34% reduction in energy inputs and an 85% reduction
in GHG emissions.

Packaging designers and engineers and material scientists
throughout the Company are working to expand the product
line, and Sonoco’s True Blue sustainable packaging solutions are
supportccl by proprictary sustainable packaging dcsign soft-
ware thathelps customers reduce their packaging environmen-

tal footprint by substituting or climinating materials, down-

Sonoco’s True Blue product line includes round and shaped composite cans; blow-molded
plastic containers; thermoformed packages; molded and extruded plastic products; printed

flexible packaging; ends and closures; point-of-purchase displays; and protective packaging.

gauging structures and simplifying the packagc to improve its
recyclability. Sonoco also continues to increase the number of
partncrships with customers in which it recovers and rccyclcs
packaging and reduces landfill wastes coming from their manu-
facturing, distribution and retail locations.

“Our new True Blue line of sustainable products and services
and Sonocoss total packaging solutions capabilitics create sus-
tainable value for customers by hclping them meet the growing
demand for eco-friendly packaging, They also give Sonocoa
real competitive advantagc as the sustainable packaging market

expands,” added Sullivan.

Sonoco 2009 Annual Report
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Packaging Services

Sonoco’s retail merchandising capabilities are key to its total solutions consumer

packaging and services strategy.

THE PACKAGING SERVICES SEGMENT ACCOUNTED FOR
APPROXIMATELY 12% OF SONOCO'S CONSOLIDATED
NET SALES IN 2009. This segment providcs pacl(aging sup-
ply chain management—custom and contract packing, tultill-
meng, primary packagc ﬁlling and scalable service centers—and
dcsigns, manufactures, assembles, pacl(s and distributes tempo-
rary, semipermanent

and permanent point— NET SALES

of-purchase (P-O-P) PACKAGING SERVICES
displays. (MILLIONS OF DOLLARS)
Sales for the

443 444 502 501 426
PackagingScrviccs $600

scgmentin 2009 were

$426.5 million, com- 450 ..)
pared with $501.4 mil- 30

lionin 2008. Sales ...
declined onvolume 150

shortfalls in North ---
America. These vol- 05 06 07 08 09

ume shortfalls were

related o lower activity in the dedicated service centers and
were partially offset by increased service center volume in
Poland. Domestic sales decreased to approximately $285 mil-
lion, a 14.7% reduction, while international sales decreased
15.3% to approximately $141 million.

Opcrating proﬁts for the segmentwere $11 million, com-
pared with $285 million in 2008. This decrease was attributable
to lower volumes in P-O-P displays, an unfavorable shiftin the
business mix and highcr pension costs. Lower fixed costs, resule
ing from restructuringactions, mitigatcd aportion of the unfa-
vorable factors. Although service center volume decreased, this
had liccle impacton profits; saleswere ona pass—through basis

with no signiﬁcant gross margin.

Service centers

Atseven dedicated service centers and cight multi-customer
operationsin the United States and Europc, Sonoco providcs
materials production, assembly and fulfillment services, and

global supply chain managcmcnt Services to major consumer

product companics. Sonoco packages razors and blades fora
major consumer product company at service centers in Lodz,
Poland, and in Massachusetts. (See Case Studies: Poland
Service Centers on page 16 for more information.)

Sonoco openedanew packing line for HewlettPackard
printer cartridges near Sao Paulo, Brazil,in 2009, and was asked
to handle North American packaging services for the LEGO
Group atanew Monterrey, Mexico, service center that opened
in January 2010. In August 2009, the Company began provid-
ing “special pacl(” display asscmbly and fulfillment for General
Mills Palmyra, Pa., distribution center, and will bcgin providing
the same “special pack” services ata General MillsSocial Circle,

Ga,, facility in mid-2010.

Point-of-purchase displays

Sonocois one of the largcst providcrs of retail displays and
fulfillment services in the United States. The Company's retail
morchandising capahilitios arca koy component of its total solu-
tions consumer packaging and services strategy.

The vibrant, foursided BIC Create-A-Pack Mark-it” perma-
nent marker display that Sonoco designcd and produccd foran
exclusive, joint BIC USA/Staples back-to-school promotion
arrived at stores fully assembled and prcpacl(cd. The display’s
innovative marquee header retracted to protect the product and
reduce its shipping size. Its high—gloss, (OAY coating, bright colors
and engaging marker presentation attracted shoppcrs’ attention,
and its plastic hag dispcnscrs let shoppcrs buy only the markers
thcy needed, instead of
prcpacl(agcd sets.

High-impact P-O-P

displays from Sonoco

OPERATING PROFIT
PACKAGING SERVICES
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Point-of-Purchase Displays

Above: The performance of Sonoco’s BIC Create-A-Pack Mark-it in-store display during an
exclusive, BIC/Staples joint back-to-school promotion pleased both BIC and the retailer.

Left: Sonoco’s capsule-shaped, light-up display designed and produced exclusively for CVS
drugstores played an important role in Novartis Consumer Health’s nationwide launch of
Prevacid24HR heartburn treatment.

CVS drug stores to make shoppcrs aware that the new heare
burn treatment was available there. The semipermanent Cndcap
featured a largc, translucent, vacuum-formed rcplica ofa
Prevacid®24HR capsulc with motion-sensor activated LED
lighting that glowcd tealand pink when approached, attracting
consumer actention throu ghout the store. A clear brochure
pocket dispcnscd product brochures and coupons, and the dis-

play’s gravity—fcd dcsign kepit looking full.
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CASE STUDY: Poland Service Centers

Sonoco provides packaging services for the LEGO Group’s Education products in Europe

ata dedicated service center in Strykow, Poland.

16

SONOCO'S GIOBAL SERVICES OPERATIONS IN POLAND
HAVE GONE FROM AN EMPTY FIELD IN LODZ AND NO
SALES IN 2005 TO FOUR SERVICE CENTERS with approxi-
matcly 3,000 cmployccs serving five of the world’s bestknown
consumer product companices and sales of about $140 million in
2009. This impressive growth is duein largc partto the effective-
ness of the postponement strategy Sonoco uses atits service
centers, according to Charles Sullivan.

“Our service center business model is ideal for opcn—stock
SKUs (stock-keeping units) where packaging is what differenti-
ates the product, cither in combinations of different products or

in the number of items packagcd,” said Sullivan. “Dclaying pacl(—

aging untila product has been ordered by aretailer hclps our
customers get the right product to the right placc atthe right
time. Iralso hclps them reduce unnecessary inventory, improve
customer service, eliminate obsolescence and reduce costs.”

Sonocos service centers in Poland and North Americaare
located near customers manufacturing or distribution centers,
where customers producc or store basic product units until thcy
receive an order from a retailer. The customer then ships the
product to Sonocos service center to be packcd, often in store-
spcciﬁc packaging.

“Both consumer and retail demand can vary grcatly from
day to day and week to week,” said Sullivan. "And retailers are
giving our customers less lead time on orders. That means we
have to be cxtrcmcly flexible in stafﬁng and packaging capacity

atour service centers. We use a team OFFU,”'UI’HC core cmploy—



ces, who are gcncrally in piant management or

professional positions, and temporary workers

toachieve the staﬂing ﬂcxibiiity ittakesto

meetour customers changing needs. Whena

customer receives an order from a retailer, we

look at the size and rcquircd dclivcry date of

that order to determine if all or part of the ser-

vice center’s work force is needed to get the job done on time.
The work force at all of our service centers constantly fluctuates
aiong with the needs of our customers.”

The abiiity to quickly hire and traina iargc work force ina
forcign country hasalso piaycd animportant partin the success
of Sonoco’s service center operations in Poland.

“When we first bcgan service center operations in Poland,
we wondered if we'd be able to hire and train cnough local
workers fast enough. Poland’s work force is highiy educated,
motivated and flexible. Not only did our new Polish cmpioyccs
learn the job quickiy cnough, today, thcy, not Sonoco cmpioy—
ces from America, are running our service centers in Poland,”
said Sullivan.

Sonoco began packaging razors and blades for a major con-
sumer product company ataservice center in Lodz, Poland, in
2006, and the Company’s service center operations in Poland
cxpandcd in 2007 with the opening ofanew Company-
opcratcd faciiity in Strykow, where Sonoco providcs packaging
services for the LEGO Group's Education products. Sonoco
also bcgan providing packaging services forawide range of
Swiss Precision

Diagnostics medical POLAND PACKAGING

SERVICES SALES™

(MILLIONS OF DOLLARS)

testkits ata second
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across the street last year. 97
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aiso bcgan managing 3.“
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FUSING CONSTANT 2009 EXCHANGE RATES

In January 2010, Sonoco began providing North

American packaging services for the LEGO Group

atanew service center in Monterrey, Mexico.

new dedicated service center

in Wroclaw, Poland. Located

near Colgate’s new Swidnica
oral care manufacturing facility, this new Sonoco service center
providcs Colgatc with program management, materials pur-
chasing and warchouse and distribution management.

“Because of the languagc issuc and diffcring consumer
needsand demands, packaging for cach Europcan country
tends to be different,” said Sullivan. “Employees at our Wroclaw
service center help Colgate meet this need cost effectively by
taking bulk stock of Colgatc oral care products and rcconﬁgur—
ing them into shcif—rcady and promotionai formats for different
retail channels across Europc.”

Poland, according to Sullivan, offers Sonoco areal, long—tcrm
opportunity for growth. “All four of our service centersin Poland
are iargc facilities with plcnty of room for expansion. Not only do
thcy have enough room for additional customers, thcy’ve got the
space for compatiblc packaging tcchnoiogics. With the demand
for consumer goods continuing to grow in Eastern Europc’s
dcvcloping countries, our customers are looking castward for
new growth. Once there, thcy wanta packaging partner witha
proven business model, extensive experience, technical expertise
and a solid balance sheet that thcy can counton.

“Poland makes sense for Sonoco and its customers because
it's ccntrally located, right in the middle of where economic
growth will take placc inthe next 10 to 15 years. It alsohasa
high—quality, ambitious and flexible labor force, and is still avery
affordable piacc to do business. We've quickly grown service
center sales by tailoring the packaging services we provide to
cach customer’s unique needs, hiring and traininga pooi of
motivated cmployccs and by empowering our cmployccs in
Poland to hclp their faciiity make moncy. Assuccessful as
Sonoco has been in Poland so far, [ ﬁrmly believe given our
capabiiitics, Poland’s location, the quality of the available work
force and the evolution of the giobal cconomy, the bestis yetto

come.
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Tubes and Cores/Paper

Sonoco is a vertically integrated global manufacturer of uncoated recycled paperboard

and the world’s largest producer of tubes and coves.

PRODUCTS AND SERVICES IN SONOCQO'S TUBES AND
CORES/PAPER SEGMENT INCLUDE PAPERBOARD TUBES,
cores, roll packaging, molded plugs, concrete forms, void forms,
rotary die boards, rccycicd papcrboard, chipboard, tubeboard,
corestock, boxboard, linerboard, corrugating medium, pailcts

and paiict components, and recover Cd marter iais and services.

This segment, which
scrvcsmarkcts NET SALES
through 166 plants on TUBES AND CORES/PAPER

five continents (BILLIONS OF DOLLARS)

acco““thforapprOX"j 148 153 171 167 134
matciy 37%of Sonocos  $2.0
netsalesin 2009.

The Company’s

1.5

N |

papcr opcrations pr O-

vide the primary raw

material for its fiber- 5

b packaging -
Approximately 60% of 05 06 07 08 09
the papcrboard manu-

tactured by Sonocois used for its fiber-based packaging, includ-
ing tubesand cores, protective packaging and composite cans.
Thisvertical integration strategy is supportcd by 21 paper mills
with 31 paper machinesand 48 rccycling facilities throughout the
world. In 2009, the Company had the capacity to manufacture
approximatciy 1.8 million tons of uncoated rccyclcd papcrboard.

Sonoco’s Tubes and Cores/Paper segment experienced one
ofits most difhcule years in 2009. Sales for the segmentwere
$1.34 billion, down 20%, compared with $1.67 billion in 2008.
The decrease in sales was a direct result of the dccpcning globai
recession that occurred throughout much of the year and its
overall impacton volumesand cxchangc rates.

The most signiﬁcant volume declines occurred in North
Americanand European tube and core operations. Volume
declined most notabiy during the firsc half of the year and
bcgan to stabilize in the third quarter. Fourth quarter volumes
showed improvement over aweak 2008 fourth quarter.
Domestic sales were down approximately $166 million, or
20.8%, to approximatcly $634 million. International sales
decreased approximately $169 million, or 19.3%, to approxi-
mately $705 million, with approximately $81 million of the

decline a result of unfavorable forcign cxchangc rates.

Operating profits for the segment were down more than
50% from $145.8 million in 2008 to $72.3 million in 2009. The
combination of lower volumes, an unfavorable shift in the mix
of business, an unfavorable pricc/cost rclationship and highcr
pension costs all contributed to this decrease.

Bcginning in 2010, the Company bcgan sclling corrugating
medium from a machine in Haresville, thachad been producing
fora third party on a costplus-fixed-managementfec arrange-
ment. Annual corrugating medium sales are cxpcctcd tobe

approximatciy $50 million.

Energy efficiency reduces cosfs,
improves productivity

Earlier this decade, Sonoco’s global papcrboard opcrations
bcgan implcmcnting astrategy to reduce the energy consumed
in paper production. [n 2009, the Company’s paper mill opera-
tions exceeded its goals hy rcducing overall energy consump-
tion hy 35%,saving approximatciy $2 million. Overthe past
decade, the Company’s total energy consumption at its paper
mills has been reduced by 18%, saving approximatcly $15 million.

While strategies to reduce energy are spcciﬁc to each mill,
the tools used at each location are gcncraily the same. At many
mills, variable frcqucncy drives are used in various picces of
cquipment to reduce horscpowcr output. This allows the
engines and motors to be run ac adcquatc levels to operate the
equipment, but not ar maximum levels that require highcr
energy usage. Waste heat recovery systems also have proven

hcipfui at iowcring

OPERATING PROFIT encrgy uscatthe

TUBES AND CORES/PAPER

(MILLIONS OF DOLLARS)

mills. These systems
work by capturing
the heac chat typically

1071 148.2 168.8 145.8 72.3

$180 is lost through boiler

N
]
d

5 06 07 08 0

0

stacks, effluent
streams and other
sources, and reusing
that heat in some
other capacity inside
the mill.

9



Paper

Sonoco’s global mill system has the capacity to manufacture approximately 1.8 million tons
of uncoated recycled paperboard annually, including 170,000 tons of corrugating medium.
Approximately 60% of the paperboard produced is used by Sonoco to produce industrial
carriers, including tubes and cores, protective packaging and other fiber-based packaging.

The mills also have been successtul in conserving energy by
rcplacing older, existing lights with higher Cfﬁcicncy fluorescent
bulbs. Approximatcly 20% of the less-cfhicient incandescent
bulbs found in Sonoco’s paper mills were rcplaccd in2009. The
mills also have beneficted from having “CHCI‘@/ champions” at
cach location. These individuals are rcsponsible for understand-
ing the energy demands of their specific locations through regu-
lar assessments. Thcy alsoare responsiblc for improving
employec awareness of energy conservation programs andiden-

tifying areas where efficiencies can be implcmcnted.
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CASE STUDY: Sonoco Recycling, Inc

Expanded facilities and new upgrades to equipment at Sonoco Recycling’s center in

Charlotte, N.C., have allowed the facility to handle more residential materials as well as

more nontraditional recyclables, such as the molded pulp cartons shown above. The

Charlotte center will become a full-scale materials recovery facility in 2010.

20

SONOCO'S ROOTS IN RECYCLUNG GO BACK NEARLY
100 YEARS, buta turning pointin its rccycling stratcgy came
in 1993 when the Company bcgan processing residential mare-
rials in addition to materials from commercial and industrial
customers.

“We were at a crossroads with our rccycling business at the
time. We were aware of the trends taking placc in the market-
placc, and we had to decide whether to be a big playcr orasmall
playcr,” said Marcy Thompson, vice prcsidcnt and gcncral man-

ager, Sonoco Recycling, Inc. “Ultimately, we decided the timing

was right for Cxpanding into residential markets, and it has
clearly been the right move.”

Residential rccycling now makes up about 10% of the tons
collected by Sonoco Rccycling in North America. Expanding
residential rccycling is one reason why Sonoco Recycling was
able to grow its collections by 4%in 2009, while the recyding
industry’s collections declined on average by about 10% due to
the recession. Most of the Company’s collections growth in
2009 came from a series of new contracts won from municipali—
ties looking to improve or Cxpand their materials recovery
programs.

The most recent addition to Sonocos list of municipalitics
served is the City of Durham,N.C. which signcd atwo-year

contract with Sonoco Rccyding to haul, sorcand rccyclc resi-


http://www.sonoco.com/sonoco/Services/Recycling/svc_sonoco_recycling.htm
http://www.sonoco.com/sonoco/Services/Recycling/svc_sonoco_recycling.htm

dential and commercial marerials. Rccyclablc materials col-
lected from the cityare delivered to Sonoco Rccycling’s facility
in Durham before bcing transferred to the Company’s tull-scale
materials recovery facilicy (MRF) in Raleigh, N.C. The con-
tractwith Durham brings to 125 the number of cities and
towns served by Sonoco Rccycling in North America, includ-
ing 13in the Research Trianglc Park area of North Carolina.

Thompson said when Sonoco becomes a business partner
witha community, the Company works to take that relation-
ship bcyond the rccycling of materials. She points to the City of
Durhamasa good cxamplc. “We have made a signiﬁcant com-
mitment to the city, and we plan to integrate ourselves into the
community through anumber of outreach initiatives, including
pul)lic education programs and partnerships with local elemen-
tary schools,” she said. “We also have plans foranumber of recy-
cling events for the community that targetvarious types of
paper and e-waste.”

Durham Deputy City Manager Ted Voorhees said that
Sonoco Rccycling offers the service capabilitics needed to meet
the city’s rccycling requirements, and the Company wasable to
make assurances that it could handle Durham’s rccycling atno
costand no risk to the city. “Thcy also havea proven track
record for succcssfully working with municipalitics and process-
ing largc volumes of materials, he cxplaincd,

New business and increased volumes create a need for addi-
tional facilities, upgradcd equipment and improvcd infrastruc-
ture. Sonoco Rccycling, which now owns and operates two tull-
scale MR Fs in the Southeast along with 20 other processing
facilities, is doing just that.

In Ralcigh, where Sonoco recently extended the city’s con-
tract for an additional five years, operations have grown approxi-
matcly 800%in the past decade. To kccp up with the growth,
Sonoco Rccycling installed new baling and sorting equipment
so that it could increase the center's capacity. This projectwas
complctcd in Scptcmbcr 2009 and increased baling capacity by
125% and singlc—strcam capacity hy 300%. Singlc—strcam recy-
cling isthe process ol-collccting all paper, plastic, glass, metal
and other material ina singlc container for pick up and separat-
ing those materials during processing, A singlc—strcam solution

makcs I'CCyClng more convenient for I’CSldCI’ltS bccause tl’le ClO

Curbside residential material
from the City of Durham is
unloaded at Sonoco’s Recycling
facility in Raleigh. The City of
Durham recently signed a
two-year contract with Sonoco
Recycling to recycle residential
and commercial materials.

not have to sort rccyclablcs at the curb, and this increases par-
ticipation rates overall.

InNovember 2009, Sonoco Recycling completed a $2 mil-
lion expansion projectatits center in Charlotte. In addition to
cxpanding the facility’s footprint by 23,500 square feet, state-of
theart sorting and baling equipmentwere installed, and the facil-
itys outside space was rcdcsigncd toimprove traffic tlow. Further
facility and equipment upgradcs will be made by mid 2010 to
turn the Charlotte facility into a full-scale MRF, bringing to three
the number of MRFs owned by Sonoco Recycling The
upgradcd facility will allow the Company to signiﬁcantly cxpand
its reach throughout the region.

Construction bcgan in carly 2010 to cxpand Sonoco
Recyclings MRF in Columbia, S C. The Company is investing
approximately $2.5 million to expand this facilicy by 14,700
square feet. Like Ralcigh and Charlotte, the expansion will fea-
ture new state-of-the-art sorting and conveyor equipment, as
wellasa high«spccd baler to increase singlc—strcam waste capaci-
ties. The projectis cxpcctcd tobe complctcd in the second
quarter of2010.

“By cxpanding our service capabilitics and improving our
infrastructure, were able to increase—on a signiﬁcant scale—
the amount of materials bcing proccsscd atour facilities,”
Thompson stated. “This better positions us to mect the growing
needs of those customers and communities that count on us.”

Sonoco Rccycling is one of the world’s largcst rccyclcrs,
annually collccting more than 3 million tons of rccyclablc
materials, including old corrugatcd containers and other paper,
plastics and metals. The Company operates 48 rccycling tacili-
tics globally. Throughout the United States, Sonoco Rccycling
collectsand processes more than 1 million tons of material cach

year through 21 locations and 10 paper mills.

Sonoco 2009 Annual Report
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All Other Sonoco

Sonoco’s refrigerator pack design reduces the amount of packaging material requived

and relies on the strength and crush resistance of Sonopost corner posts.

SONOCO PRODUCES PROTECTIVE PACKAGING, WIRE
AND CABLE REELS, MOLDED AND EXTRUDED PLASTICS
AND PAPERBOARD SPECIALTIES. These operations are
reported as All Other Sonoco. In 2009, these businesses
accounted for approximately 8% of the Company’s netsales.
All Other Sonoco sales were $281.1 million in 2009, com-
pared with 2008 sales of $359.9 million. Sales for All Other
Sonoco decreased primarily due to lower volumes in molded
plastics, protective packaging and wire and cable reels. In addi-
tion, in response to lower input costs, sclling prices of these
same products were lower year over year, and the impact of
cxchangc rates was unfavorable. Domestic sales were approxi-
mately $216 million, down 23.2% from 2008, and international

saleswere approximatcly $65 million, a decrease of 17.3%.

Operating prol‘its for All Other Sonoco were $26.4 million,

compared with $44.4 million in 2008. Operating proﬁts inAll
Other Sonoco decreased due primarily to volume declines and
highcr pension costs. The decrease was mitigatcd by improvcd
manufacturing productivity, structural cost reductionsand a
favorable sclling pricc/ material cost variance.

In December 2009, Sonoco complctcd the acquisition of
the injection molded plastic spools and reels assets of
EconoReel Corporation ol-Logan, Utah. EconoReel dcsigns,
manufactures and distributes small to mid-sized diameter plas—
ticand composite spools and reels primarily
for the insulated wire market. The acquisition
includes amolded plastic spools and reels man-
ufacturing facility in Logan, and additional

manufacturing assetsin Mississippi,

Protective Packaging

Sonocoisa lcading providcr of custom-
dcsigncd and cnginccrcd protective packaging
solutions for household applianccs‘ hcating
and air conditioning Units, exercise cquipmcnt,

homc and OH‘lCC furniturc, lan“l and gardcn

Sonoco’s total protective packaging solution for
Haier refrigerators sold in China improved product
protection during distribution and reduced the
amount of packaging material required.

cquipment anda variety of other consumer products.
Although sales were impactcd by the continuing recession in
housing and the associated downturn in appliancc manufactur-
ingin the United States, Sonoco’s papcr-bascd protective pack—
aging business drove growth last year by entering new markets
and cxpanding globally.

Sonoco has six protective packaging opcrations in the
United States, two in Mexico, one in Turkey and two in China,
and continues to cxplorc opportunities in South America. In
2009, the Company cxpandcd its presence and protective pack—
aging product ochrings to take advantagc of Chinas rapidly
growing consumer market. Alrcady producing cnginccrcd pro-
tective packaging solutions atits Kaiping plant tor ICON
Health & Fitness home exercise equipmentand Haier washing
machines made in China for CXport, Sonoco also bcgan manu-
facturing protective packaging for Haier rcfrigcrators made
and sold in China.

Sonoco gained this new business with the potential for
future growth after dcvcloping acustomized, all—papcr washing
machine protective packaging solution for Haier in response to
the global appliancc manufacturer’s proactive scarch fora
dcsign solution that would not only protectits product cluring
shipmcnt but also reduce the amount of packaging materials
entering the waste stream. Sonoco was talking to Haier about

an cnginccrcd, papcr—bascd
alternative to honcycomb
packaging for the rcfrigcra—
tors it sold domcstically when
the Chinese government
increased Haier’s need for
new, more effective packag—
ing by launching anationwide
consumer rcfrigcrator pur-
chase incentive program.

"The Sonopost” rcfrigcrator
pack dcsign that Sonoco pro-
posed and Haieris now using
on rcfrigcrators sold to

Chincsc consumers I’CdU.CCS



Protective Packaging in China

the amount of packaging material rcquircd and relies on the
strcngth and crush-resistance of. Sonopost corner posts and cross
braces to decrease distribution-related product damagc. To
dcvclop this new protective packagc and ensure thatitwould
withstand the cxtrcmcly rough trcatmcnt—clamping, stacking,
lifting, shifting, dropping and Walking ontop ofthe product—
common to product distribution in China today, engineers from
Sonocos U.S.and Chinese protective packaging operations vis-
ited Haier's refrigcrator plant rcpcatcdly to study and understand
the layout of the production line, packagc asscmbly sequence,
material handling methodsand equipment, test criteria and
stacking requirements.

The rotal protective packaging solution Sonoco engineers
dcvclopcd rcplaccd the honcycomb pancls that Haier had been

using Wltll two ﬁ'Ol’lt and two back SOHOPOSt corner POStS, two

The strength and crush resistance of Sonoco’s engineered Sonopost corner posts and cross

braces reduce distribution-related product damage.

cross braces, a paper base and top stepper pad insert. In addition
to providing improvcd product protection during handling and
forklifc clamping, Sonocos new dcsign also eliminates the dents

and scratches in unreinforced areas of the rcfrigcrator caused by

the laoncycomb packaging icself.

Washer protective packaging volume with Haier increased
significancly in 2009 and Sonoco’s new Sonopost refrigerator
pack is liclping cxpand and solidify the Company’s rclationship
with this important Chinese consumer product company and
grow protective packaging sales in whatis cxpcctcd to be one of

tl’lC fastcst growing consumer economies fOI‘ yCerS O come.
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People, Culture and Values

Students at Clemson University’s Sonoco Institute for Packaging Design and Graphics

will study how consumer packaging is perceived, marketed and consumed in the future.

DESPITE FACING CHALLENGING GLOBAL ECONOMIC

PRESSURES, SONOCO IS CONTINUING EFFORTS TO

STRENGTHEN THE COMMUNITIES where it hasa presence.

Oneareaof particular importance to the Company is its invest

mentin improving education.

Sonoco’s commitment has been critical to a pair of major

projects aimed at improving and cxpanding lcarning opportu-

nities for students at
Clemson University and
at the Governor’s School
for Science and Mathe-
marics (GSSM) in
Hartsville. At Clemson,
the Sonoco Institute for
Packaging Design and
Graphics was officially
opened in March 2009.
The 28,000-square-foot
facilicy, the firstin the
nation to formally house

the disciplincs of pacl(ag—

SAFETY PERFORMANCE

(TOTAL INCIDENT RATE PER 100 EMPLOYEES PER YEAR)

199 149 119 103

98

ing clcsign and graphics under one roof, will study not only how

pacl(aging is dcsigncd and manufactured, butalso how con-

sumer packagingwill be pcrccivccl, marketed and consumedin

the future.

According to Chip
Tonkin, director of the
Sonoco Institute, the new
facility isactingasanaca-
demic stimulator to providc
the packaging industi‘y a
resource for dcvcloping new
innovative tcchnologics along
with research and training,
The curriculum focuses on
four spccific areas—con-
sumer experience, printcd
clcctronics/optical inks, total
packagc workflowand

sustainability.

Atthe ribbon-cutting ceremony, Harris Del_oach said the

Sonoco Institute will play avital rolein hclping Sonoco and other

companics thtCI’ mect tl’lC changing CXPCCt’AthHS Of consumers

and customersin the fast—growing packaging industry.

“Pacl(aging leaders, like Sonoco, must seek innovative oppor-

tunities where we can better address consumer trends while also

acldrcssing tl’lC rcal issues ofpackaging pcrformancc and Cost.

.84

85
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Simply stated, we must be
Willing to think outside the
box,anda good examplc of
thatis our partncrship with
Clemson University and
the creation of the Sonoco
Institute.”

Sonocos contributions
to the GSSM also arc help-
ing pave the way foranew,
state-of-the-artacademic
center thatis scheduled to
openin the fall of 2010.
When the new 70,000-

09

squ are-foot facility is completed, icwill allow the school to grow its

faculty and admit 300 scudents cach year, more than doubling the

institution’s prcvious enrollment capacity.

Above: Through ongoing training, including pro-
grams focused on eliminating motion-related inju-
ries, Sonoco employees set a new safety record in
2009 with a total incident rate (TIR) of .55, break-
ing the record set a year carlier of .63. Sonoco recog-
nized 219 of its facilities in 2009 with the Company’s
prestigious President’s Safety Award, which is given
to plants that complete 200,000 hours without a
recordable injury.

Left: Sonoco’s contributions to the GSSM are help-
ing pave the way for a new, state-of-the-art academic
center that will more than double the institution’s
current enrollment. The new facility will add class-
rooms, laboratories, engineering project spaces and a
much-needed activities center. In addition, it will
feature an economics and finance institute, a center
for international education, a lab focused on world
languages and culture, and a digital media center for
music and art.



Education

GSSM President Dr. Murray Brockman said Sonoco’s
support continues to be instrumental in hclping the school
prosper. “This is the most exciting time in our school’s ZO-ycar
history. A new campus tailored to scientific cxploration, a
faculty—directcd renewal of our advanced curriculum, a planncd
increase in our size and a major expansion of innovative course
ofjfcrings and cxpcricntial lcarning opportunitics allare coming
online to challcngc and benefit some of the most talented
students in South Carolina,” he said.

“Aswe embark on this new journey, we do sowith the
Support, investment and partncrship of Sonoco, proving once
more, thatwith the combined efforts of a visionary company
anda visionary school, anything is possible. Ten years from now,
the return on Sonoco’s crucial investment in GSSM will be

evident, and our state will prospcr.”

The Sonoco Institute for Packaging Design and Graphics opened at Clemson University in

2009. The facility acts as an academic stimulator for developing new innovative technolo-

gies, research and training focused on consumer experience, printed electronics/optical

inks, total package workflow and sustainability.

W hile education remains a key component of Sonoco’s com-
munity outreach cfforts—accounting for approximatcly 75% of
the Company’s givingin 2009—its not the only arca of focus.
Each year, Sonoco invests approximatcly 1% of its consolidated
pretaxincome in nonproﬁt organizations to support healthand
welfare, arts and culture, the environment as well as education.
Sonoco also continued in 2009 to providc economic and volun-
teer support of kcy €conomic dcvclopmcnt programs and initia-
tives dcsigncd to attract industry and jobs into communities

WhCI’C thC Company opcratcs.
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Harris E. Deloach Jr., 65
Chairman of the Board since 2005,
President and Chief Executive Officer
since 2000. Served on the Board since
1998. Member of the Executive
Committee.

James L. Coker, 69

Retired. Formerly President, JLC
Enterprises (private investments),
Stonington, Conn., 1979-2007;
Secretary of the Company 1969-1995;
President of Sonoco Limited, Canada
1972-1979. Served on the Board since
1969. Member of the Employee and
Public Responsibility, and Financial
Policy Committees.

Dr. Pamela L. Davies, 53
President of Queens University of
Charlotte (institution of higher
learning), Charlotte, N.C., since 2002.
Formerly Dean of the McColl School
of Business at Queens University of
Charlotte 2000-2002; Professor of
Management and Dean of the LeBow
College of Business at Drexel
University 1997-2000. Served on the
Board since 2004. Member of the
Executive Compensation, Employee
and Public Responsibility, and
Financial Policy Committees.

Caleb C. Fort, 48

Co-chairman, The Merit Group, Inc.
(distributor of residential and
commercial paintrelated products and
various industrial supplies),
Spartanburg, S.C., since 1998.
Formerly a Principal of Lancaster
Distributing Company 1990-1998.
Served on the Board since 2001.
Member of the Audit, Corporate
Governance and Nominating, and

Executive Compensation Committees.

Edgar H. Lawton Ill, 49

President and Treasurer, Hartsville Oil
Mill (vegetable oil processor),
Darlington, S.C., since 2000. Formerly
Vice President of Hartsville Oil Mill
1991-2000. Served on the Board since
2001. Member of the Audit, and
Employee and Public Responsibility
Committees.

John E. Linville, 64

Attorney in private practice in New
York, N'Y., since 2004. Formerly
Counsel with Manatt, Phelps &
Phillips, LLP 2003-2004, joining the
firm through its merger with his prior
firm, Kalkines, Arky, Zall & Bernstein,
LLP 1990-2003; General Counsel and
then acting President of the New York
Health & Hospitals Corporation prior
t0 1990. Served on the Board since
2004. Member of the Audit, and
Employee and Public Responsibility
Committees.



James M. Micali, 62

“Of Counsel” with Ogletree Deakins,
LLC (law firm) and senior advisor to
Azalea Capital, LLC (private equity
firm) Greenville, S.C., since 2008.
Formerly Chairman and President,
Michelin North America, Inc. 1996—
2008. Served on the Board since 2003.
Member of the Audit, Executive,
Executive Compensation, and
Corporate Governance and
Nominating Committees.

John H. Mullin 1ll, 68
Chairman, Ridgeway Farm LLC
(privately held timber and farming
business), Brookneal, Va., since 1989.
Formerly associated with Dillon, Read
& Co. Inc. 1969-1989, last serving as
Managing Director. Served on the
Board since 2002. Member of the
Corporate Governance and
Nominating, Executive, Executive
Compensation, and Financial Policy
Committees.

Lloyd W. Newton, 67

Retired. Formerly Executive Vice
President of Pratt & Whitney Military
Engines business unit (developer and
manufacturer of engines for military
and commercial aircraft), E. Hartford,
Conn., (a part of United Technologies
Corporation) 2000-2006; retired four-
star General, U.S. Air Force in 2000.
Joined the Board in February 2008.
Member of the Employee and Public
Responsibility, and Financial Policy

Committees.

Marc D. Oken, 63

Managing partner of Falfurrias Capital
Partners (private equity firm),
Charlotte, N.C., since 2006. Formerly
held executive officer positions at Bank
of America Corporation 1989-2006,
most recently as Chief Financial
Officer; partner at Price Waterhouse
for 13 years; a fellow with the Securities
and Exchange Commission 1981
1983. Served on the Board since 2006.
Member of the Audit, Corporate
Governance and Nominating, and
Executive Compensation Committees.

Philippe R. Rollier, 67

Retired. Formerly President and Chief
Executive Officer of Lafarge North
America (construction materials
group), Herndon, Va., 2001-2006;
held numerous positions with Lafarge
Group before assuming the
responsibilities of President and Chief
Executive Officer in 2001. Served on
the Board since 2007. Member of the
Audit, and Employee and Public
Responsibility Committees.

Thomas E. Whiddon, 57

Adpvisory Director of Berkshire
Partners, LLC (private equity firm),
Boston, Mass., since 2005. Formerly
Executive Vice President, Logistics and
Technology of Lowe’s Companies, Inc.
2000-2003; Executive Vice President
and Chief Financial Officer of Lowe’s
1996-2000. Served on the Board since
2001. Member of the Corporate
Governance and Nominating, and
Financial Policy Committees.
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EXECUTIVE COMMITTEE

From left, Eddie Smith, Charles Sullivan, Jim Bowen, Cindy Hartley, Harris DeLoach,
Charlie Hupfer and Jack Sanders.

Harris E. Deloach Jr., 65
Chairman of the Board, President and Chief Executive Officer since 2005. Previously

President and Chief Executive Officer 2000-2005; Chief Operating Officer April-July

2000; Senior Executive Vice President 1999-2000; Executive Vice President 1996
1999. Joined Sonoco in 1985.

Jim C. Bowen, 59

Senior Vice President, Primary Materials Group, N.A., since September 2009.
Previously Senior Vice President, Sonoco Recycling and Internal Supply 2008-2009;
Senior Vice President 2002-2008; Senior Vice President, Global Paper Operations
2000-2002. Joined Sonoco in 1972.

Cynthia A. Hartley, 61

Senior Vice President, Human Resources since 2002. Previously Vice President,
Human Resources 1995-2002. Joined Sonoco in 1995.

Charles J. Hupfer, 63

Senior Vice President and Chief Financial Officer since February 2009. Previously
Senior Vice President, Chief Financial Officer and Corporate Secretary 2005-2009;
Vice President, Chief Financial Officer and Corporate Secretary 2002-2005. Joined
Sonoco in 1975.

M. Jack Sanders, 56

Executive Vice President, Consumer since January 2010. Previously Executive Vice
President, Industrial 2008-2010; Senior Vice President, Global Industrial Products
2006-2008; Vice President, Global Industrial Products January—October 2006; Vice
President, Industrial Products, N.A. 2001-2006. Joined Sonoco in 1987.

Eddie L. Smith, 58

Vice President, Europe since 2008. Previously Vice President, Industrial Products and
Paper, Europe 2006-2008; Vice President, Customer and Business Development
2002-2006. Joined Sonoco in 1971.

Charles L. Sullivan Jr., 66

Executive Vice President, Consumer since 2005. Previously Senior Vice President
2000-2005. Joined Sonoco in 2000. Retiring effective March 31, 2010.

OTHER CORPORATE OFFICERS
Vicki B. Arthur, 52

Vice President, Global Corporate Accounts since
2008. Joined Sonoco in 1984.

Ritchie L. Bond, 53

Staff Vice President, Treasurer and Corporate
Secretary since February 2009. Joined Sonoco in
2005.

Bernard W. Campbell, 60

Vice President and Chief Information Officer since
1996. Joined Sonoco in 1988.

R. Howard Coker, 47

Vice President and General Manager, Rigid Paper
and Closures, N.A. since February 2009. Joined
Sonocoin 1985.

John M. Colyer Jr., 49

Vice President, Global Industrial Converting since
January 2010. Joined Sonoco in 1983.

Rodger D. Fuller, 48
Vice President, Global Rigid Paper and Closures
since 2008. Joined Sonoco in 1985.

James A. Harrell I, 48

Vice President, North American Industrial Carriers
since February 2010. Joined Sonoco in 1985.

Kevin P. Mahoney, 54

Vice President, Corporate Planning since 2000.
Joined Sonoco in 1987.

Marty F. Pignone, 53

Vice President, Global Manufacturing, Industrial
since 2008. Joined Sonoco in 1997.

Robert L. Puechl, 54
Vice President, Global Plastics since February 2010.
Joined Sonoco in 1987.

Barry L. Saunders, 50
Vice President and Corporate Controller and Chief
Accounting Officer since 2008. Joined Sonoco in

1989.

Roger P. Schrum, 54

Vice President, Investor Relations and Corporate
Affairs since February 2009. Joined Sonoco in 2005.

Rob C. Tiede, 51
Vice President Global Flexibles and Packaging
Services since February 2009. Joined Sonoco in

2004.
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Sonoco Products Company

FORWARD-LOOKING STATEMENTS

Statements included in this Annual Report on Form 10-K thatare not
historical in nature, are intended to be, and are hereby identified as
“forward—looking statements’ for purposes of the safe harbor provided
by Section 21E of the Securities Exchange Act of 1934, as amended.
The words “estimate,” “project,” “intend,” “expect," “believe,”“consider,”
“plan,”“anticipate,”“objective,” “goal”“guidance,” “outdook,” “forecasts,”
“tuture,” “will,” “would,” and similar expressions identify forward-
looking statements. F orward—looking statements include, but are not
limited to, statements regarding offsetting high raw material costs;
improved productivity and cost containment; adequacy of income tax
provisions; reﬁnancing of debr; adequacy of cash flows; anticipated
amounts and uses of cash flows; eftects of acquisitions and dis-
positions; adequacy of provisions for environmental liabilities; financial
strategies and the results expected from them; sales growtli; continued
payments of dividends; stock repurchases; producing improvements
in carnings; financial results for future periods; and creation ol‘long—
term value for sharcholders. Such lon)vardlooking statements are
based on current expectations, estimates and projections about our
industry, management’s beliefs and certain assumptions made by
management. Such information includes, without limitation, dis-
cussions as to guidance and other estimates, expectations, beliefs, plans,
strategics and objectives concerning our tuture financial and operating,
performance. These statements are not guarantees of future perform—
ance and are subject to certain risks, uncertainties and assumptions that
are difficult to predict. Theretore, actual results may ditfer materially
from those expressed or forecasted in such forward«looking state-
ments. The risks and uncertainties include, without limitation:

. availability and pricing of raw materials;

* success of new product development and introduction;

. ability to maintain or increase productivity levels and contain or
reduce costs;

e international, national and local economic and market conditions;

. availability of credit to us, our customers and/or suppliers in needed
amounts and/or on reasonable terms;

¢ fluctuations in obligations and carnings ol-pension and postretire-
ment benefit plans;

® pricing pressurcs, demand for products, and ability to maintain
market share;

e continued strength of our paperboard—based tubes and cores and
composite can operations;

. anticipated results ol-restructuring activities;

* resolution of income tax contingencices;

. ability to successfully integrate newly acquired businesses into the
Company’s operations;

. ability to win new business and/or identify and successfully close
suitable acquisitions at the levels needed to meet growtb targets;

* ratcof growth in foreign markets;

. foreign currency, interest rate and commodity price risk, and the
cffectiveness of related hedges;

® actions ol-government agencies and cbanges in laws and regulations
affecting the Company;

. liability forand anticipated costs of environmental remediation
actions;

* |oss of consumer or investor confidence; and

® cconomic disruptions resulting from terrorist activities.

The Company undertakes no obligation to publicly update orrevise
forward—looking statements, whether as a result of new information,
tuture events or otherwise. In light of these risks, uncertainties and
assumptions, the forward—lool(ing events discussed in this Annual
Report on Form 10-K might not oceur.

REFERENCES TO OUR WEB SITE ADDRESS

References to our Web site address and domain names throughout
this Annual Report on Form 10-K are for informational purposes only,
or to fulfill speciﬁc disclosure requirements of the Securities and
Exchange Commission’s rules or the New York Stock Exchange List-
ing Standards. These references are not intended to, and do nor,

incorporate the contents of our Web sites by reference into this

Annual Report on Form 10-K.
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Part |

ITEM 1. BUSINESS
(A) GENERAL DEVELOPMENT OF BUSINESS -

The Company is a South Carolina corporation founded in Harts-
ville, South Carolina, in 1899 as the Southern Novelty Company. The
name was subsequently changed to Sonoco Products Company (the
“Company” or “Sonoco”). Sonoco is a manufacturer of industrial and
consumer packaging products anda providcr of packaging services,
with 312 locations in 35 countries.

Information about the Company’s acquisitions, dispositions, joint
ventures and restructuring activities is providcd in Notes 2 and 3 to the
Consolidated Financial Statements included in Item 8 of this Annual
Report on Form 10-K.

(B) FINANCIAL INFORMATION ABOUT SEGMENTS -

Information about the Company’s reportable segments is pro-
vided in Note 16 to the Consolidated Financial Statements included
in [tem 8 of this Annual Reporton Form 10-K.

(C) NARRATIVE DESCRIPTION OF BUSINESS -
Products and Services - The foiiowing discussion outlines the
principai products produccd and services provided by the Company.

Consumer Packaging

The Consumer Packaging segment accounted for approximarely
43%, 38% and 36% of the Company’s consolidated net sales in 2009,
2008 and 2007, respcctiveiy. The operations in this segment consist of
63 plants throughout the world. The products, services and markets of
the Consumer Packaging scgment are as follows:

Rigid Packaging - Paper
Markets

Food: Powdered bcvcragcs and

Products and Services

Round and shapcd composite
papcrboard cans, singic«wrap infant formulas, cereal, coftee,
papcrboard packagcs, tiber snacks, nuts, cookies and crackers,
cartridgcs confcctionery, frozen concentrates,
rcfrigcratcd dough, spiccs/

scasonings, nutritional suppicmcnts,

pCt fOOdS

Nonfood: Adhesives, caulks, cleans-
ers, chemicals, lawn and garden,
auromotive, pet products

Rigid Packaging - Blow Molded Plastics
Markers
Food: Noncarbonated higii—barricr

Products and Services
Monoiaycr and muitiiaycr
bottles and jars bcvcragcs/ rcady—to—drink products,

condiments

Nonfood: Health and bcauty, house-

hold chemicals, automotive, adhe-
sives and spcciairy products

Rigid Packaging — Thermoformed Plastic

Products and Services
Monoiaycr, coated and barrier
and non-barrier laminated
tubs, cups, consumer and
institutional trays

Markets
Processed foods, sauces and dips, pet
foods, snacks and nuts, fresh-cut

producc, CICSSCITS

Ends and Closures

Products and Services
Aluminum, steel and peclable
membranc easy-open closures
for composite, metal and plas-
tic containers

Markets
Petfood, vegetables, fruit, seafood,
poultry, soup and pasta, dairy, pow-

CiCer infant formuia, CO{{CC

Printed Flexible Packaging
Products and Services

Flexible packaging made from
thin—gaugc, value-added roto-
gravure, ﬂcxographic and
combination printcd film
inciuding high—pcrformancc
laminations, rotogravure
cyiindcr engraving, giobai

brand artwork managcment

Markets

Confectionery and gum, hard-baked
goods, coffee, processed foods, bev-
crages, snack foods, pet foods, home
and personal care

Sonoco’s rigid packaging - paper products are the Company’s

sccond iargcst rcvcnuc«producing group Oi’ products and SCrvices,

representing approximatciy 239%,20% and 19% of consolidated net
sales in 2009, 2008 and 2007, respcctivciy.

Tubes and Cores/Paper

The Tubes and Cores/ Paper segment accounted for approx-

imatciy 379%,41% and 42% of the Company’s consolidated net sales in

2009,2008 and 2007, rcspcctivciy. This segment serves its markets

through 166 piants on ﬁVC continents. SOI’IOCO,S PE!PCI” operations

providc the primary raw material for the Company’s fiber-based pack—

aging, Sonoco uses approximatciy 60% of the paperit manufactures,

and the remainder is sold to third partics. This vertical integration

strategy is supportcd by 21 paper mills with 31 paper machines and 48

rccyciing facilities througiiout the world. In 2009, Sonoco had the

capacity to manufacture approximatciy 1.8 million tons of rccyclcd

papcrboard. TilC pl”Odl.lC[S, services and markcts Of[hC TUbCS and

Cores/Paper segmentare as tollows:

ubes and Cores
Tub dC

roducts and . ‘6’7’1’/‘[&’,\'
Prodi 1S
Papcrboard tubes, cores, roll
packaging, molded plugs,
paiicts, paiict componcnts,
concrete i:orms, VOid forms,

rotary die boards
ry

Markers

Construction, film, flowable prod—
ucts, mctai, paper miii, shipping and
storage, tape and label, textiles, con-

vereers




Paper

Products and Services

Recycled paperboard,
chipboard, tubeboard,
lightweight corestock,
boxboard, linerboard,
corrugating medium, spccialty
gradcs, recovered paper

Markets
Converted paper products, spiral
winders, bcvcragc insulators

Sonoco Recycling
Products and Services
Rccyclcr ofold corrugatcd
containers, paper, plastic,
metal, glass and other
rccyclablc materials

Markets
Domestic and international basic
materials manufacturers that

producc rccyclcd Pl‘OdU.CtS

SODOCO)S [leCS and cores products and services are tl’lC Company’s

largcst rcvcnuc«producing group ol‘products Ellld services, rcprcscnt—

ing approximatcly 289%, 30% and 31% of consolidated net sales in 2009,

2008 and 2007, rcspcctivcly.

Packaging Services

The Packaging Services segment accounted for approximatcly
129, 12% and 13% of the Company’s consolidated net sales in 2009,
2008 and 2007, rcspcctivcly. The products, services and markets of the

Packaging Services scgmcnt arcas fOllOVVS:

Service Centers

Products and Services
Packaging supply chain
management, including
custom packing, tulfillment,
primary packagc filling,

SCZLlElblC service centers

Markets
Personal care, baby care, bcauty,
healthcare, food, electronics, hosicry,

office supplics, toys

Point-of-Purchase (P-O-P)
Products and Services

Dcsigning, manufacturing,
asscmbling, packing and
distrihuting temporary,
semipermanent and permanent
P-O-P displays, as well as
contract packaging co—packing
and fulfillment services

Markers

Automotive, bcvcragcs, con-
Fcctioncry, clectronics, cosmetics,
food, ﬁ'agi'anccs, healthcare, home
and gardcn, liquor, medical, office
supply, over-the-counter drugs,
pcrsonal care, sporting goods,
tobacco

All Other Sonoco

All Other Sonoco accounted for approximatcly 8%, 9% and 9% of
the Company’s consolidated net sales in 2009, 2008 and 2007,
rcspcctivcly. In addition to the products and services outlined in each of

tllC SCngI’l[S abovc, [llC Company produccs tl]C following products:

Wire and Cable Reels
Products and Services
Steel, nailed wooden,
plywood, recycled and
polyfiber recls

Markets

Wire and cable manufacturers

Molded and Extruded Plastics
Products and Services

Product dcsign, tool dcsign

and fabrication; spools;
manufacturing in both
injection molding and

Markets

Consumer: Food, food service,
medical devices and disposablcs
Industrial: Textiles, wire and cable,
tiber optics, filtration and

extrusion tcchnologics automotive
Paperboard Specialtics
Products and Services Markets

Custom—printcd Stancap glass
covers, Rixie coasters, other

Hortels and resorts, food and
bcvcragc, healthcare facilities,

paper amenities catering services, transportation,
advcrtising

Protective Packaging

Products and Services Markets

Proprictary Sonopost
technology, Sonobase carriers
and Sonopop systems,
concepe, dcsign, testing and
manufacturing of multimaterial
total solutions packaging, on-
site engineering, ISTA- and
Sears-certified engineering and
testing facilities, contract
testing facilities

Houschold applianccs, hcating and
air conditioning, office furnishings,
automotive, fitness equipment, lawn
and gardcn, promotional and
pallctizcd distribution

Product Distribution - Each of the Company’s operating units

has its own sales staft, and maintains direct sales rclationships with its

customers. For tl’lOSC customers that buy from more than once bLlSiIlCSS

unit, the Company often assigns a singlc representative or team of

spccialists to handle that customer’s needs. Some of the units have
service staff at the manufacturing facility that interacts dircctly with
customers. The Tubes and Cores/Paper segment also has a customer
service center located in Hartsville, South Carolina, which is the main
contact point between its North American business units and its cus-
tomers. Divisional sales pcrsonncl also providc sales management,
marketing and product dcvclopmcnt assistance as needed. Typically,
product distribution is dircctly from the manufacturing plant to the

FORM 10-K Sonoco 2009 Annual Report



customer, but in some cases, product is warchoused in a mutually
advantagcous location to be shippcd to the customer as needed.

Raw Materials - The principal raw materials used by the Com-
pany are recovered paper, papcrboard, steel, aluminum and plastic res-
ins. Raw materials are purchascd from a number of outside sources.
The Company considers the supply and availability of raw materials to
be adcquatc to meet its needs.

Patents, Trademarks and Related Contracts - Most
inventions and product and process innovations are gcncratcd by
Sonoco’s dcvclopmcnt and engineering staff, and are important to the
Company’s internal growth. Patents have been grantcd on many
inventions created by Sonoco staff in the United States and other
countries. These patents are managcd globally by aSonoco intellectual
capital management team through the Company’s subsidiary, Sonoco
Development, Inc. (SDI). SDI globally manages patents, trade seerets,
confidcntiality agreements and license agreements. Some patents have
been licensed to other manufacturers. Sonoco also licenses a few pat-
ents from outside companics and universities. U.S. patents expire after
17 or 20 years, depending on the patentissue date. New patents
rcplacc many of the abandoned or cxpircd patents. A second
intellectual capital subsidiary of Sonoco, SPC Resources, Inc., globally
manages Sonoco’s trademarks, service marks, copyrights and Internet
domain names. Most of Sonoco’s products are marketed worldwide
under trademarks such as Sonoco, Sonotube, Safe-top, Scaled-safe,
Duro and Durox. Sonoco’s registered Web domain names such as
wiww sonoco.com and wwiw.sonotube.com providc information about
Sonoco, its pcoplc and products. Trademarks and domain names are
licensed to outside companics where appropriate.

Seasonality - The Company’s operations arc not scasonal to any
significant dcgrcc, although the Consumer Packaging and Packaging
Services segments normally report slightly highcr sales and operating
profits in the second half of the year, when compared to the first half.

Working Capital Practices - The Company is not required to
carry any signilicant amounts of inventory to meet customer require-
ments or to assure itself continuous allorment of goods, nor does it
providc extended terms to customers.

Dependence on Customers - Onan aggregate basis during
2009, the five largest customers in the Tubes and Cores/Paper seg-
ment accounted for approximatcly 9% of that scgmcnt’s sales, and the
tive largcst customers in the Consumer Packaging segment accounted
for approximatcly 32% of that scgmcnt’s sales. The dcpcndcncc ona
few customers in the Packaging Services segment is more significant as
the five largcst customers in this segment accounted for approximatcly
74% of that segment’s sales.

Sales to Procter & Gamble, the Company’s largest customer, repre-
sented approximatcly 12% of the Company’s consolidated revenues in
2009. In addition, this concentration of sales volume resulted in a
corrcsponding concentration of credit, representing approximatcly
11% of the Company’s consolidated trade accounts receivable at
December 31,2009. No other customer compriscd more than 5% of
the Company’s consolidated revenues in 2009 or accounts receivable
at December 31, 2009.

Backlog — Most customer orders are manufactured with a lead
time of three weeks or less. Therefore, the amount of backlog orders at

December 31,2009 was not material. The Company expects all back-
log orders at December 31,2009 to be shippcd during 2010.
Competition — The Company sells its products in highly com-
petitive markets, which include paper, textile, film, food, chemical,
packaging, construction, and wire and cable. All of these markets are
influenced by the overall rate of economic activity and their behavior is
principally driven by supply and demand. Because we operate in highly
competitive markets, we rcgularly bid for new and continuing business.
Losses and/or awards of business from our largcst customers,
customer changcs to alternative forms of packaging, and the repricing
of business, can have a significant effect on our operating results. The
Company manufactures and sells many ofits products globally. The
Company, having opcratcd intcrnationally since 1923, considers its
ability to serve its customers worldwide in a timcly and consistent
manner a competitive advantagc. The Company also believes that its
tcchnological lcadcrship, reputation tor quality, and vertical integration
are competitive advantagcsi Expansion of the Company’s product lines
and global presence is driven by the rapidly changing needs of its major
customers, who demand high«quality, state-of-the-art, cnvironmcntally
compatiblc packaging, wherever thcy choose to do business. It is
important to be alow-cost produccr in order to compete cf:fcctivcly.
The Company is constantly focused on productivity improvements
and other cost-reduction initiatives utilizing the latest in tcchnology.
Research and Development - Company-sponsored rescarch
and dcvclopmcnt expenses totaled approximatcly $12.4 million in
2009, $15.9 million in 2008, and $15.6 million in 2007. Customer-
sponsorcd research and dcvclopmcnt expenses were not material in
any of these periods. Significant projects in Sonoco’s Tubes and
Cores/ Paper segment during 2009 included eftorts to dcsign and
dcvclop new products for the construction industry and for the film
and tape industries. In addition, efforts were focused on cnhancing
pcrformancc characteristics of the Company’s tubes and cores in the
textile, film and paper packaging areas, as well as on projects aimed at
enhancing productivity. During 2009, the Consumer Packaging
segment continued to invest in a broad range of cost-reduction proj-
ects, high«valuc flexible packaging enhancements, rigid plastic contain-
ers tcchnology and next-generation composite packaging.
Compliance with Environmental Laws - Information
rcgarding compliancc with environmental laws is providcd inltem 7 -
Management’s Discussion and Analysis of Financial Condition and
Results of Operations under the caption “Risk Management,”and in
Note 14 to the Consolidated Financial Statements included in Item 8
of this Annual Report on Form 10-K.
Number of E mployees — Sonoco had approximatcly 16,500
cmployccs worldwide as of December 31,2009.

(D) FINANCIAL INFORMATION ABOUT GEOGRAPHIC
AREAS -

Financial information about gcographic areas is providcd in Note
16 to the Consolidated Financial Statements included in Item 8 of this
Annual Report on Form 10-K, and in the information abour market
risk in [cem 7 - Management's Discussion and Analysis of Financial
Condition and Results of Operations under the caption “Risk
Management” of this Annual Report on Form 10-K.



(E) AVAILABLE INFORMATION -

The Company electronically files with the Securities and Exchange
Commission (SEC) its annual reports on Form 10-K, its quarterly
reports on Form 10-Q, its periodic reports on Form 8-K, and amend-
ments to those reports filed or furnished pursuant to Section 13(a) of

the Sccurities Exchange Act of 1934 (the “1934 Act), and proxy mate-

EXECUTIVE OFFICERS OF THE REGISTRANT -

rials pursuant to Section 14 of the 1934 Act. The SEC maintains a site
on the Internet, www.secgov, that contains reports, proxy and
information statements, and other information rcgarding issuers that
file clectronically with the SEC. Sonoco also makes its filings available,
free of charge, through its Web sice, wiww.sonoco.com, as soon as reason-
ably practical after the clectronic filing of such material with the SEC.

Name

Age

Position and Business Experience for the Past Five Years

Executive Committee

Harris E. DeLoach, Jr.

M. Jack Sanders

Charles L. Sullivan, Jr.

Jim C. Bowen

Cynthia A. Hartley

Charles J. Hupfer

Eddic L. Smith

Other Corporate Officers
Vicki B. Arthur

Ritchie L. Bond
Bernard W. Campbell

R Howard Coker

65

66

59

61

63

60

47

Chairman of the Board, President and Chief Executive Officer since 2005. Pre-
viously President and Chief Executive Officer 2000-2005; Chief Operating Offi-
cer April-July 2000; Sr. Executive Vice President, Global Industrial Products/
Paper/Molded Plastics 1999-2000; Exccutive Vice President, High Density Film,
Industrial Container, Fibre Partitions, Protective Packaging, Sonoco Crellinand
Baker Reels 1996-1999. Joined Sonoco in 1985. Currendly a director of Goodrich
Corporation and Progress Encrgy, Inc.

Exccutive Vice President, Consumer since January 2010. Previously Executive
Vice President, Industrial 2008-2010; Sr. Vice President, Global Industrial Prod-
ucts 2006-2008; Vice President, Global Industrial Products January 2006-October
2006; Vice President, Industrial Productes, N.A. 2001-2006; Division Vice Presi-
dent/General Manager, Protective Packaging 1998-2001. Joined Sonoco in 1987.
Exccutive Vice President, Consumer since 2005. Previously Sr. Vice President
2000-2005. Joined Sonoco in 2000. Retiring from the Company effective March
31,2010.

Sr.Vice President, Primary Materials Group since September 2009. Previously Sr.
Vice President, Sonoco Recycling and Internal Supply 2008-2009; Sr. Vice Presi-
denc2002-2008; Sr. Vice President, Global Paper Operations 2000-2002; Vice
President/General Manager - Paper 1997-2000. Joined Sonoco in 1972.

Sr. Vice President, Human Resources since 2002. Previously Vice President,
Human Resources 1995-2002. Joined Sonoco in 1995.

Sr.Vice President and Chief Financial Officer since February 2009. Previously Sr.
Vice President, Chief Financial Officer and Corporatc Sccrctary 2005-2009; Vice
President, Chief Financial Officer and Corporatc Sccrctal’y 2002-2005; Vice
President, Treasurer and Corporate Secretary 1995-2002. Joined Sonoco in 1975.
Vice President, Europe since 2008. Previously Vice President, Industrial Products
and Paper, Europe 2006-2008; Vice President, Customer and Business Develop-
ment 2002-2006; Vice President/ General Manager, Flexible Packaging 1998-
2002. Joined Sonoco in 1971.

Vice President, Global Corporate Accounts since 2008. Previously Division Vice
President, Global Corporate Accounts 2007-2008; Division Vice President and
General Manager - Kraft 2005-2007; Staff Vice President and Treasurer 2002-
2005. Joined Sonoco in 1984.

Staff Vice President, Treasurer and Corporate Secretary since February 2009.
Previously Seaff Vice President and Treasurer 2005-2009. Joined Sonoco in 2005.
Vice President and Chief Informartion Officer since 1996. Joined

Sonocoin 1988.

Vice Presidentand General Manager, Rigid Paper and Closures, N.A.since Febru-
ary 2009. Previously Division Vice President and General Manager, Rigid Paper
and Closures ZOOS—Fcbruary 2009; Division Vice President and General Managcr,
Sonoco Phoenix 2006-2008; Director of Sales 2002-2005. Joined Sonoco in 1985.
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Name

Position and Business Experience for the Past Five Years

John M. Colyer, Jr

Rodgcr D. Fuller

James A. Harrell, ITT

Kevin P. Mahoncy

Marty F. Pignone

Robert L. Puechl

Barry L. Saunders

Roger P. Schrum

Rob C. Tiede

49

48

48

Vice President, Global Industrial Convcrting sincc]anuary 2010. Prcviously, Vice
President North American Converted Products 2009-2010; Vice President,
Industrial Converted Products, N.A. 2008-2009; Division Vice President and
General Manager, Industrial Products Division, N.A. 2006-2008; Division Vice
President of Manufacturing, Industrial Products Division 2004-2005. Joined
Sonocoin 1983.

Vice President, Global Rigid Papcr and Closures since 2008. Prcviousiy Vice Presi-
deng, Rigid Papcr and Plastics, N.A. 2005-2008: Vice President and General
Managcr, Consumer Products N.A. 1997-2005. Joined Sonoco in 1985.

Vice President, Norch American Industrial Carriers since Fcbruary 2010. Pre-
viousiy Vice President and General Managcr, Industrial Converted Products
2009-2010; Division Vice President and General Managcr, Papcr, N.A.2008-
2009; Staff Vice President — Global Operating Excellence, Industrial Products
Division 2007-2008; Division Vice President, Industrial Products/ Papcr Europc
2002-2007. Joined Sonoco in 1985.

Vice President, Corporatc Planning since 2000. Joined Sonoco

in 1987.

Vice President, Global Manufacturing, Industrial since 2008. Prcviousiy Vice Presi-
dent, Papcr N.A. 2004-2008. Joined Sonoco in 1997.

Vice President, Global Plastics since Fcbruary 2010. Prcviousiy Division Vice Presi-
dentand General Managcr, Global Plastics 2008-2010; Division Vice President
and General Managcr, Molded Plastics and Caulk 2002-2008. Joined Sonoco in
1987.

Vice Presidentand Corporate Controller and Chicf Accounting Ofticer since
2008. Previously Staff Vice President and Corporate Controller and Chief
Accounting Officer 2002-2008. Joined Sonoco in 1989.

Vice President, Investor Relations and Corporatc Affairs since Fcbruary 2009.
Prcviousiy Staft Vice President, Investor Relations and Corporatc Affairs 2005-
2009. Joined Sonoco in 2005.

Vice President, Global Flexibles and Packaging Services since Fcbruary 2009. Pre-
viously Division Vice Presidencand General Manager, Flexible Packaging 2007-
2009; President, Sonoco CorrFlex 2004-2007. Joined Sonoco in 2004.



ITEM TA. RISK FACTORS

RISK FACTORS RELATING TO SONOCO’S BUSINESS
The Company is subject fo environmental regulations and
liabilities that could weaken operating results.

Federal, state, provinciai, foreign and local environmental require-
ments, including the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA), and particularly those
reiating to air and water quaiity, are significant factors in the Compa—
ny’s business and generaiiy increase its costs of opcrations. The Com-
pany may be found to have environmental iiabiiity for the costs of
remediating soil or water that is, or was, contaminated by the Com-
pany ora third party at various sites that are now, or were previously,
owned, used or operated by the Companyi Legai proceedings may
result in the imposition of fines or penaities, as well as mandated
remediation programs that require substantial, and in some instances,
unpianned capitai expenditures.

The Company has incurred in the past, and may incur in the future,
fines, penaities and iegai costs reiating to environmental matters, and
costs reiating to the damage of natural resources, lost property values
and toxic tort claims. The Company has made expenditures to compiy
with environmental reguiations and expects to make additional
expenditures in the future. As of December 31,2009, $63.8 million was
reserved for environmental liabilities. Such reserves are established
when it is considered probabie that the Company has some iiabiiity. In
part because neariy all of the Company)s potentiai environmental
liabilities are joint and severaiiy shared with others, the Company’s
maximum potentiai iiabiiity cannot be reasonabiy estimated. However,
the Company’s actual iiabiiity in such cases may be substantiaiiy higher
than the reserved amount. Additional cilarges could be incurred due
to changes in law, or the discovery of new information, and those
charges could have a material adverse effect on operating results.

Changes to laws and reguiations deaJing with environmental issues,
inciuding climate change, are made or proposed with some frequency
and some of the proposais, if adopted, might, directiy or indirectiy,
result in a material reduction in the operating results of one or more of
the Company’s opcrating units.

General economic conditions in the United States may
change, having a negative impact on the Company’s
earnings.

Domestic sales accounted for approximately 64% of the Compa-
ny’s consolidated revenues in 2009. Even with the Company)s
diversification across various markets and customers, due to the nature
of the Company’s products and services, general economic downturns
can have an adverse impact on the Company’s reported results.

Conditions in foreign countries where the Company
operates may reduce earnings.

The Company has operations throughout North and South
Amcrica, Europe, Australia and Asia, with facilitics in 35 countries. In
2009, approximateiy 36% of consolidated sales came from opcrations
and sales outside of the United States. Accordingiy, €conomic con-
ditions, poiiticai situations, and cilanging laws and reguiations in those
countries may adverseiy affect revenues and income.

Raw materials price increases may reduce net income.
Most of the raw materials the Company uses are purchased from
third partics. Principai exampies are recovered paper, steel, aluminum
and resin. Prices for these raw materials are subject to substantial
fluctuations that are beyond the Company’s control and can adverseiy
affect proﬁtabiiity. Many of the Company’s iong—term contracts with
customers permit limited price adjustments to reflectincreased raw
material costs. Aithough both contractual and non-contractual prices
may be increased in an effort to offset increases in raw materials costs,
such adjustments may not occur quickiy enough, or be sufficient to
preventa materiaiiy adverse eftect on net income and cash flow.

The Company may encounter difficulties integrating
acquisitions, restructuring operations or closing or
disposing of facilities.

The Company has made numerous acquisitions in recent years,
and may activciy seck new acquisitions that management believes will
providc mcaningfui opportunities in the markets it serves. Acquired
businesses may not achieve the cxpcctcd levels of revenue, profit or
productivity, or otherwise pcrform as cxpcctcd.

Acquisitions also involve speciai risks, inciuding, without limitation,
the potcntiai assumption of unanticipatcd liabilities and contingencics,
and difficulties in integrating acquircd businesses. While management
believes that acquisitions will improve the Company’s competitiveness
and proﬁtabiiity, no assurance can be given that acquisitions will be
successtul or accretive to carnings. Ifactual pcrformancc inan acquis-
ition falls significantiy short of the projcctcd results, or the assessment
of the relevant facts and circumstances changcs, itis possibic thata
noncash impairment chargc of any related goodwiii would be rcquircd.

The Company has closed nighcr—cost facilities, sold non-core assets
and otherwise restructured operations in an cffort to improve cost
competitiveness and profitabiiityi Some of these activities are ongoing,
and there is no guarantee that any such activities will achieve the
Company’s goais and not divert the attention of management or dis-
rupt the ordinary opcrations of the Company. Morcover, production
capacity, or the actual amount of products produccd, may be reduced
asa result of these activities.

Energy price increases may reduce net income.

Some of the Company’s manufacturing operations require the use
of substantial amounts of eiectricity and natural gas, which may be
subject to significant price increases as the result oi.changes in overall
suppiy and demand. Energy usage is forecasted and monitored, and the
Company may, from time to time, use commodity futures or swaps in
anattempt to reduce the impact ofenergy price increases. The Com-
pany cannot guarantee success in these efforts, and could suffer adverse
effects to netincome and cash flow should the Company be unable to
pass higiier energy costs through o its customers.

Changes in pension plan assets or liabilities may reduce
net income and shareholders’ equity.

The Company has an aggregate projected benefic obligation for its
defined benefic plans in excess of $1.3 billion. The calculation of this
obiigation is sensitive to the undei'iying discount rate assumption.
Reductions in the iong—term yieid oi'-iaigii—quaiity debrtinstruments
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would resultina highcr proj ected benefit obiigation and highcr net peri-
odic benefit cost. A highcr projccted benefit obiigation may resultina
changc in funded status that significantiy reduces shareholders’ equity.
The Company has total asscts of approximately $1.0 billion funding a
portion of the projcctcd benefit obiigationi Decreases in fair value of
these assets may resultin higher net periodic benefit costs and changcs in
the funded status that signiﬁcantiy reduce shareholders’ cquity.

The Company may not be able to develop new products
acceptable to the market.

For many of the Company’s businesses, organic growth dcpcnds
mCQningfuiiy on new PrOdUCt dCVCiOPanE IPI]CW PrOdUC[S aCCCP[‘
'(lbic to thC C()mpany’S customers are not dCVCiOPCd ina timciy PaSh‘
ion, growth potcntiai may be hindered.

The Company may not be able to locate suitable
acquisition candidates.

lfsigniﬁcant acquisition candidates that meet the Company’s spe-
cific criteria are not located, the Company’s potcntiai for growth may
be restricted.

The Company, or its customers, may not be able to obtain
necessary credit or, if so, on reasonable terms.

The Company operates a $500 million commercial paper program
supported by a five-ycar bank credit facility ofan cquai amount com-
mitted by a syndicatc oflenders unil May 2011.In the event that dis-
ruptions in giobai credit markets were to become so severe that the
Company was unable to issue commercial paper, it has the contractual
right to draw funds dircctiy onthe undcriying bank credit faciiity. The
Company believes that the lenders continue to have the abiiity to meet
their obiigations under the faciiity. However, if these obiigations are
not met, the Company may be forced to seck more costiy or cumber-
some forms of credit. Should such credit be unavailable for an
extended time, it would significantiy affect the Company’s abiiity to
operate its business and execute its pians. In addition, the Company’s
customers may experience iiquidity probicms asaresult of the current
cconomic environment that could ncgativciy affect the Company’s
abiiity to collect receivables and maintain business reiationships.

Foreign exchange rate fluctuations may reduce the
Company’s earnings.

Asaresultof operating, giobaiiy, the Company is cxposcd to
changcs in forcign cxchangc rates. Gcncraiiy, cach of the Company’s
forcign operations both produces and sells in its respective local cur-
rency, iimiting the Company’s exposure to forcign currency trans-
actions. The Company MONICOrs its exposures and, from time to time,
may use forward currency contracts to hcdgc certain forecasted cur-
rency transactions or forcign currency denominated assets and
liabilities. In addition to potcntiai transaction losses, the Company’s
rcportcd results ofopcrations and financial position could be neg-
ativciy affected by cxchangc rates when the activities and balances of its
forcign operations are translated into U.S. dollars for financial report-
ing purposcs.

ITEM 1B. UNRESOLVED STAFF COMMENTS
There are no unresolved written comments from the SEC staff

rcgarding the Company’s pcriociic or current 1934 Act Ieports.

ITEM 2. PROPERTIES

The Company’s corporate offices are owned and operated in
Hartsville, South Carolina. There are 94 owned and 72 leased facilities
used by operations in the Tubes and Cores/Paper segment, 27 owned
and 36 lcased facilities used by operations in the Consumer Packaging
segment, three owned and 14 leased facilities used by operations in the
Packaging Services segment, and 18 owned and 33 leased facilities used
by all other operations. Europc, the most signiﬁcant forcign geo-
graphic rcgion in which the Company operates, has 48 manufacturing
locations.

ITEM 3. LEGAL PROCEEDINGS

The Company has been named asa potcntiaiiy rcsponsibic party
(PRP) at several environmentally contaminated sices not owned by the
Company. All of the sites are also the rcsponsibiiity of other partics.
The Company’s liabiiity, if any, is shared wich such other partics, but
the Company's share has not been finaliy determined in most cases. In
some cascs, the Company has cost—sharing agreements with other
PRPs with respect to a particular site. Such agreements relate to the
sharing of lcgai defense costs or cicanup costs, or both. The Company
has assumed, for purposes of estimating amounts to be accrued, that
the other partics to such cost—sharing agreements will pcrform as
agrccd. Its appears that final resolution of some of the sites is years away,
and actual costs to be incurred for these environmental matters in
future pcriods is iikciy to vary from current estimates because of the
inherent uncertainties in cvaiuating environmental exposures. Accord-
ingly, the ultimate cost to the Company with respect to such sites
cannot be determined. As of December 31,2009 and 2008, the
Company had accrued $63.8 million and $70.5 million, rcspcctivciy,
related to environmental contingencics. The Company pcriodicaiiy
reevaluates the assumptions used in dctcrmining the appropriate
reserves for environmental matters as additional information becomes

available and, when warranted, makes appropriatc adjustmcnts.

Fox River

The Company believes the environmental issues rcgarding the Fox
River, which are discussed below in some detail, currcntiy represent the
Company’s greatest loss exposure for aiicgcd environmental iiability.
The Company also believes that all of its exposure to such iiabiiity for
the Fox River is contained within its wholly owned subsidiary, U.S.
Paper Mills Corp. (U.S. Mills). Accordingly, regardless of the amount
of liability that U.S. Mills may ultimately bear, the Company believes
its maximum additional pre-tax loss for Fox River issues will csscntiaiiy
be limited to its investment in U.S. Mills, the book value of which was
approximatciy $82 million at December 31,2009.

The extent of U.S. Mills’ potential liabilicy remains subject to many
uncertaintics. The Company periodically reevaluates U.S. Mills
potcntiai iiabiiity and the appropriate reserves based on information
available to it. U.S. Mills” eventual iiabiiity, which may be paid out over
several years, will dcpcnci on a number of factors. In gcncrai, the most
significant factors include: (1) the total remediation costs for the sices



for which U.S. Mills is found to have liability and the share of such
costs U.S. Mills is required to bear; (2) the total natural resource
damages for such sites and the share of such costs U.S. Mills is required
to bear, and (3) U.S. Mills” costs to defend itself in this marer.

U.S. Mills was officially notified by governmental encities in 2003
thatit, togcthcr with a number of other companics, had been identi-
fied asa PRP for environmental claims under the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980
(CERCLA) and other statutes, arising out of the presence of poly-
chlorinated biphenyls (PCBs) in sediments in the lower Fox River and
in the bay of Green Bay in Wisconsin. U.S. Mills was named as a PRP
because scrap paper purchased by U.S. Mills as a raw material for ics
paper making processes more than 30 years ago allegedly included
carbonless copy paper that contained PCBs, some of which were
included in wastewater from U.S. Mills' manufacturing processes that
was discharged into the Fox River. The Company acquired the stock
of US.Millsin 2001, and the alleged contamination predates the
acquisition. Although Sonoco was also notified that it was a PRP, its
only involvementis as a subsequent sharcholder of U.S. Mills. As such,
the Company has rcsponded that it has no scparate responsibility apart
from U.S. Mills.

The governmental entities making such claims against U.S. Mills
and the other PRPs have been coordinating their actions, including the
assertion of claims against the PRPs. Additionally, certain claimants
have notified U.S. Mills and the other PRPs of their intent to com-
mence a natural resource damage (NRD) lawsuit, but no such actions
have been instituted.

A review of the circumstances leading to U.S. Mills being named a
PRP and the current status of the remediation effort is set forth below.

In July 2003, the U.S. Environmental Protection Agency (EPA)
and Wisconsin Department of Natural Resources (WDNR) issued
their final cleanup plan (known as a Record of Decision, or ROD) fora
portion of the Fox River. The ROD addressed the lower part of the
Fox River and portions of Green Bay, where the EPA and WDNR
(the Governments) estimate the bulk of the sediments that need to be
remediated are located. In two portions of the lower part of the Fox
River covered by the ROD = Operable Units (OUs) 3and 4 - the
Governments selected large-scale dredging as the cleanup approach.
OU 3is the section of the Fox River running downstream from Litdle
Rapids to the De Pere dam, and OU 4 runs from the De Pere dam
downstream to the mouth of the Fox River ac Green Bay. U.S. Mills’
De Pere plantis just below the De Pere dam and, prior to 1972, dis-
charged wastewater into the river downstream of the dam in OU 4. In
the ROD, the Governments estimated that approximately 6.5 million
cubicyards of sediment would be removed from OUs 3 and 4 acan
estimated cost of approximately $284 million ($26.5 million for OU 3
and $257.5 million for OU 4). The Governments also identified
“capping” the riverbed with appropriate materials as a “contingent
rcmedy” to be evaluated during the remedial dcsign process. For
Green Bay (OU 5), the Governments selected monitored natural
attenuation as the cleanup approach at an estimated cost of approx-
imately $40 million. The Governments also indicated that some lim-
ited drcdging near the mouth of the river might be required, which
would uitimatciy be determined during the dcsign stage of the project.

Eatlier, in January 2003, the Governments had issued their ROD for

the upper portions of the Fox River - OUs 1 and 2. Combining the
then current cost estimates from both RODs, it appeared that the
Governments expected the selected remedies for all five OUs to cost
approximately $400 million, exclusive of contingencies. In March
2004, NCR Corporation (NCR) and Georgja-Pacific Corporation
(G-P) entered into an Adminiscrative Order on Consent (AOC) with
the Governments to perform engineering design work for the cleanup
of OUs2 - 5.

In the course of the ongoing dcsign work, additional sampiing and
data analysis identified clevated levels of PCBs in certain areas of OU 4
near the U.S.Mills' De Pere plant (the OU 4 hotspot). In November
2005, the Governments notified U.S. Mills and NCR that they would
be requircd to dcsign and undertake a removal action that would
involve dredging, dewatering and disposing of the PCB-contaminated
sediments from the OU 4 hotspot. In furtherance of this norification,
on April 12,2006, the United States and the State of Wisconsin sued
NCRand U.S. Mills in the U. S. District Court for the Eastern District
of Wisconsin in Milwaukee (Civil Action No. 06-C-0484). NCR and
U.S Mills agreed to a Consent Decree with the United States and the
State of Wisconsin pursuant to which the site is to be cleaned up onan
expedited basis and NCR and U.S. Mills started removing con-
taminated sediment in May 2007. Aithough the defendants speciii
caiiy did not admit iiabiiity tor the aiicgations of the compiaint, thcy are
bound by the terms of the Consent Decrec.

NCRand U.S. Mills reached agreement between themselves thar
cach would fund 50% of the costs of remediation of the OU 4 hotspor,
which from 2006, when project impicmentation began, through the
end of 2009 has totalled approximatciy $29 million. Estimated remain-
ing costs for the projectasa whole are between $3.7 and $9.7 million.
U.S. Mills" environmental reserve at December 31,2009 includes $3.2
million for its share of the estimated remaining costs under the ﬁmding
agreement for remediation of the OU 4 hotspot. The actual costs
associated with cicanup of this particuiar site are dependcnt upon
many factors, and it is reasonabiy possibic that remediation costs could
be higher than the current estimate of project costs. Under the terms
of the agreement, the partics reserved their rights to make claims
against cach other, as well as third parties, to reallocate the remediation
costs of the Site. Accordingly, the Company's ultimate share of the
iiabiiity tor remediation of the Site could be greater or less than 50% of
the total cost.

At the time of the Company’s acquisition of U.S. Mills in 2001,
U.S. Mills and the Company estimated U.S. Mills'liability for the Fox
River cleanup at a nominal amount based on government reports and
conversations with the Governments about the anticipatcd limited
extent of U.S. Mills” responsibility, the belief, based on U.S. Mills prior
assertions, that no significant amount of PCB-contaminated raw
materials had been used at the U.S. Mills plancs, and the belief thacany
PCB contamination in the Fox River, other than a de minimis amount,
was not caused by U.S. Mills. It appeared ac that time thar U.S. Mills
and the Governments would be able to resolve the matter and dismiss
U.S. Mills asa PRP for a nominal payment. Accordingly, no significant
reserve was established at the time. However, the Governments sub-
sequenty declined to enter into such a secdement. Nonetheless, U.S.
Mills continued to believe that its iiabiiity exposure was very small
based on its continuing beliefs that no significant amount of
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PCB-contaminated raw materials had been used at the U.S. Mills
plants and that any significancamount of PCB contamination in the
section of the Fox River located ad jacent to its plant was not caused by
U.S. Mills.

In May/June 2005, U.S. Mills first learned of clevated levels of
PCBs (the OU 4 hotspot) in the Fox River adjacent to its De Pere
planc. U.S. Mills, while still not believing its De Pere planc was the
source of this contamination, entered into the consent decree to
remediate the OU 4 hotspot as discussed above.

In June 2006, U.S. Mills first received the resules of tests it initiated
on the U.S. Mills property that suggest that the De Pere plant may
have proccssed as part ofits furnish more than the de minimis amounts
of PCB-contaminated paper reflected in the records available to the
Company. This information scemed to contradict the Company's
previous understanding of the history of the De Pere plant. Based on
these most recent findings, it is possible thar U.S. Mills might be
rcsponsiblc fora larger portion of the remediation than prcviously
anticipated. The total estimated cost set forth in the ROD for
remediation of OU 4 was approximately $257.5 million and the esti-
mated cost of monitoring OU S was approximately $40 million (a
2007 amendment to the ROD estimated the cost of OUs 2 - 5 at
$390 million). There are two alleged PRPs located in OU 4 (of which
the smaller s the planc owned by U.S. Mills). Itis possible thar U.S.
Mills and the owners of the other plant, together with NCR, the
original generator of the carbonless copy paper, could be required to
bear a majority of the remediation costs of OU 4, and share with other
PRPs the cost of monitoring OU 5. U.S. Mills has discussed possible
remediation scenarios with other PRPs who have indicated that they
expect US. Mills to bear an unspecified but meaningful share of the
costs of OU 4and OU 5.

In February 2007, the EPA and WDNRissued a general notice of
potential liability under CERCLA and a request to participate in
remedial action implementation negotiations relating to OUs 2 - 5 to
cight PRPs, including U.S. Mills. The notice requested that the PRPs
indicate their Willingness to participate in negotiations concerning
performancc of the remaining elements of the remedial action for
OUs 2 - 5 and the resolution of the government entities’ claims for
unreimbursed costs and natural resource damages. On April 9, 2007,
U.S. Mills, in conjunction with other PRPs, presented to the EPA and
the WDNR a proposed schedule to mediate the allocation issues
among cight PRPs, including U.S. Mills. Non-binding mediation
began in May 2007 and continued as bilateral/multilateral negotia-
tions although no agreement among the parties occurred. On June 12,
2008, NCR and Appleton Papers, Inc. (AP1), as plaintiffs, commenced
suit in the United States District Court for the Eastern District of
Wisconsin (No. 08-CV-0016-WCG) against U.S. Mills, as onc of a
number of defendants, secking a declaratory judgmentallocating
amongall the partics the costs and damages associated with the pollu-
tion and cleanup of the Lower Fox River. The suitalso secks damages
from the defendants for amounts alrcady spent by the plaintiffs, includ-
ing natural resource damages, and future amounts to be spent by all
partics with rcgard to the pollution and clcanup of the Lower Fox
River. The court has initially limited discovery to information regard~

ing when each party knew, or should have known, that recycling NCR

brand carbonless paper would resultin the discharge of PCBs to a
water body and what action, ifany, cach party took to avoid the risk of
turther contamination. On December 16,2009, the courtissued an
order which concluded that, under the equities of the case, NCR and
APlwere not entitled to any contribution from U.S. Mills and other
defendants, thereby granting the defendants” motions for summary
judgment and denying the plaintills’ motions for summary judgment.
Although an order has been issued by the court, no appealable final
judgment has been entered yet; nevertheless, NCR has reported thar it
intends to appcal the ruling, prcsumably after entry of the final judg—
ment. U.S. Mills plans to defend the suit vigorously.

On November 13,2007, the EPA issued a unilateral Admin-
istrative Order for Remedial Action pursuant to Section 106 of
CERCLA. The order requires U.S. Mills and the seven other
respondents jointly to take various actions to cleanup OUs 2 - 5. The
order establishes two phases of work. The first phase consists of plan-
ning and dcsign work as well as preparation for dredging and other
remediation work, and was initially requircd to be complcted by
December 31,2008. The second phase consists primarily of dredging
and disposing of contaminated sediments and the capping of clreciged
and less contaminated arcas of the river boccom. The second phase is
expected to continue for several years. The order also provides fora
$32.5 thousand per day penaly for failure by a respondent to comply
with its terms as well as exposing a non«complying responclcnt to
potential treble damages. Although U.S. Mills has reserved its rights to
contest liability for any portion of the work, it is cooperating with the
other respondents to comply with the first phase of the order,
although its financial contribution will likcly be determined by the
lawsuit commenced in June 2008.

Asof December 31,2009, U.S. Mills’ environmental reserve for
potential liabilities associated with the remediation of OUs 2 - 5 (not
including amounts accrued for remediation of the OU 4 hotspor)
totaled $57.2 million. That amount represents the minimum of the
range of probable loss that can be reasonably estimated based on
information available through the date of this report. Altl’iough the
Company lacks a reasonable basis for identifying any amount within
the range of possible loss as a better estimate than any other amount, as
has been previously disclosed, the upper end of the range may exceed
the necworth of U.S. Mills. However, because the discharges of
hazardous materials into the environment occurred before the Com-
pany acquired U.S. Mills, and U.S. Mills has been operated as a separare
subsidiaiy of the Company, the Company does not believe that it bears
financial rcsponsibility for these legacy environmental liabilities of U.S.
Mills. Therefore, the Company continues to believe that the max-
imum exposure to its consolidated financial position is limited to the
equity position of U.S. Mills, which was approximately $82 million ac
December 31,2009.

The actual costs associated with cleanup of the Fox River site are
dependent upon many factors and it is reasonably possible chat total
remediation costs could be higl’ier than the current estimates of proj-
ect costs, which range from $390 million to more than $600 million
for OUs 2 - 5. Some, or all, of any costs incurred by U.S. Mills may be
subject to recoupment from other partics, but no amounts have been
recognized in the financial statements of the Company for any such



potential recoveries. Given the ongoing remedial design work being
conducted, and the initial stages of remediation, it is possiblc there
could be some additional changcs to some elements of the reserve
within the next year or thereafter, althougli that s difficult to predict.

Similarly, U.S. Mills does not have a basis for estimating the possi-
ble cost of any natural resource damage claims againstit. Accordingly,
reserves have not been provided for this potcntiai liability. However,
for the entire river remediation project, the lowest estimate in the
Governments’ 2000 reporton natural resource damages was $176 mil-
lion.

In addition to its potential liability for OUs 4 and 5, U.S. Mills may
have a contingent liability to Menasha Corporation to indcmnify it for
any amount for which it may be held liable in excess of insurance
coverage for any environmental liabilitics of a planc on OU 1 that U.S.
Mills purchased from Menasha. Duc to the uncertainty of Menasha’s
liability and the extent of the insurance coverage as well as any defenses
that may be asserted to any such claim, U.S. Mills has not established a
reserve for this contingency.

Other Legal Matters

On July 7,2008, the Company was served with a complaint filed in
the United States Districe Court for South Carolina by the City of
Ann Arbor Employces’ Retirement System, individually and on behalf
of others similarly situated (the “Ann Arbor Suit”). The suit purports
to be a class action on behalf of those who purchased the Company's
common stock between February 7,2007 and Septcmbcr 18,2007,
exceprofficers and directors of the Company. The complaine, as sub-
scquently amended, alleges that the Company’s carnings forecasts and
SEC filings during the class period were materially false and misleading
because the Company failed to disclose allcgcd price concessions that
it gave one or more ofits customers. The complaint also names certain
Company officers as defendants and secks an unspecified amount of
damages plus interest and accorneys’ fees. The Company believes thac
the claims are without merit and intends to defend itself vigorously
against the suit.

Additional information regarding lcgal proccedings is provided in
Note 14 to the Consolidated Financial Statements of this Annual
Report on Form 10-K.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF
SECURITY HOLDERS

Not applicablc.
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Part Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON High  Low _ Cash Dividends
EQUITY, RELATED STOCKHOLDER MATTERS AND 2009
ISSUER PURCHASES OF EQUITY SECURITIES Firsc Quarter $2541  $16.70 $27
The Company’s common stock is traded on the New York Stock  Second Quarter $2618  $2027 $27
Exchange under the stock symbol “SON.” As of December 31,2009, Third Quarter $2895  $22.58 $27
there were approximateiy 39,000 sharcholder accounts. Information Fourth Quarter $30.61  $26.17 $27
required by Irem 201(d) of Regulation S-K can be found in Parc 11,
[tem 12 of this Annual Reporton Form 10-K. The foiiowing table 2008
L . ) . . First Quarter $3348  $25.97 $.26
indicates the high and low sales prices of the Company’s common
. Sy Second Quarter $34.85  $2820 $.27
stock for cach full quarterly period within the last two years as reported Third i o
on the New York Stock Exchange, as well as cash dividends declared ird Quarter 33581 $29.58 $.27
Fourth Quarter $31.04 $19.84 $.27

PCF common share:

The Company made the foiiowing purchases ofits securities during the fourth quarter 0f2009:

Issuer Purchases of Equity Securities

(c) Total Number of (d) Maximum
Shares Purchased as Number ({/ Shares
Partof Publicly that May Yet be
(a) Total Numberof ~ (b) Average Price Announced Plans or - Purchased under the
Period Shares Purchased! Paid per Share Programs’ Plans or Pro grams’
9/28/09-11/01/09 1,311 $27.12 — 5,000,000
11/02/09 - 11/29/09 — — — 5,000,000
11/30/09 - 12/31/09 — — — 5,000,000
Total 1,311 $27.12 — 5,000,000

1 All of the share purchases in the fourth quarter of 2009 relate to shares withheld to satisfy empioyee tax withholding obiigations in association
with the exercise of performance—based stock awards, deferred compensation and restricted stock. These shares were not repurchased as part
ofa pubiiciy announced pian or program.

o

On Aprii 19,2006, the Company's Board of Directors authorized the repurchase of up to 5,000,000 shares of the Company’s common stock.
This authorization rescinded all previous existing authorizations and does not have a speciﬁc expiration date. No shares have been repurchased
under this authorization during 2009. At December 31,2009, a total of 5,000,000 shares remain available for repurchase.

The Company did not make any unregistered sales of its securities during 2009.



ITEM 6. SELECTED FINANCIAL DATA

The fol[owing table sets forth the Company’s selected consolidated financial information for the past five years. The information prcscntcd

below should be read together with Managemcnt’s Discussion and Analysis of Financial Condition and Results of Operations included in [tem 7

of this Annual Reporton Form 10-K and the Company’s historical Consolidated Financial Statements and the Notes thereto included in Ttem 8

of this Annual Reporton Form 10-K. The selected statement of income data and balance sheet data are derived from the Company’s Con-

solidated Financial Statements.

‘ears ended December 31

(Dollars and shares in thousands except per share data) 2009 2008 2007 2006 2005
Operating Results

Net sales $3,597,331  $4,122385 $4039,992  $3,656,839 $3528,574
Costof sales and operating expenses 3317,744 3772751 3695917 3310751 3,232,590
Rcstructuring/Assct impairment Chargcs 26,801 100,061 36,191 25970 21237
Interest expense 40,992 53,401 61,440 51,952 51,559
Interestincome (2,427) (6204) (9,182) (6,642) (7.938)
Income before income taxes 214,221 202,376 255626 274808 231,126
Provision for income taxes 66,818 54,797 55,186 93,329 84,174
Equity in earnings of affiliates, net of rax (7,742) (9.679) (11,586) (12,185) (11,402)
Netincome 155,145 157,258 212,026 193,664 158,354
Netincome/(loss) ateributable to noncontrolling interests 3,663 (7,350) (2,130) (1,417) (3,523)
Net income attributable to Sonoco $ 151,482 § 164608 $ 214156 $ 195081 $ 161877

Per common share

Netincome attributable to Sonoco:

Basic $ 150 $ 164 % 213 % 195 $ 1.63
Diluted 1.50 1.63 2.10 1.92 161
Cash dividends 1.08 1.07 1.02 0.95 091

Weighted average common shares outstanding;

Basic 100,780 100,321 100,632 100,073 99.336

Diluted 101,029 100,986 101,875 101,534 100,418
Actual common shares outstanding at December 31 100,149 99,732 99,431 100,550 99,988
Financial Position
Net working capital $ 190934 $ 231,794 $ 269598 § 282974 $ 265014
Property, plantand equipment, net 926,829 973442 1,105342 1019594 943951
Total assets 3,062,580 3086466 3340243 2916678 2,981,740
Long-term debe 462,743 656,847 804,339 712,089 657,075
Total debe 580,796 689.825 849,538 763992 781,605
Total Equity 1,380,630  1,174518 1463486  1240,112 1,345,940
Current ratio 1.2 13 1.4 1.4 1.4
Total debe to total capital! 29.6% 37.0% 36.7% 38.1% 36.7%
! Calculated as Total debe divided by the sum of Total debrand Total Equity.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
General Overview

Sonocoisa leading manufacturer of consumer and industrial paclc
aging products and provider ol-pacl(aging services with 312 locations
in 35 countries. The Company’s operations are organized and reported
in three segments, Consumer Packaging, Tubes and Cores/Paper and
Packaging Services, while a number of smaller businesses are discussed
as All Other Sonoco. Generally, the Company serves two broad
end-use markets: consumer and industrial. In 2009, consumer and
industrial sales were split approximately 58% and 42%, respectively.
Geographically, approximately 64% of sales are generated in the
United States, 17% in Europe, 9% in Canada and 10% in other regions.

The Company is a market-share leader in many ofits product lines,
particularly in tubes, cores and composite containers. Competition in
most of the Company’s businesses is intense. Demand for the
Company’s products and services is primarily driven by the overall level
of consumer consumption of non-durable goods, however, certain
product and service groups are tied more directly to durable goods,
such as appliances, and construction. The businesses that supply and/
or service consumer product companics tend to be, on a relative basis,
more recession resistant than those that service industrial markets.

During the recent global economic recession, conditions in the
Company’s served consumer markets have been relatively stable, while
greater deterioration occurred in the Company’s North American
and European textile and paper markets, which negatively impacted
the Company’s industrial businesses. Many of the Company’s busi-
nesses operate in industries with excess marginal capacity that works to
restrain the pricing ability of all market participants. This condition can
be magnified by aslowdown in the overall cconomy.

Strategy and Opportunities

Financially, the Company’s objective is to deliver average annual
double«digit total returns to shareholders over time. To meet that
target, the Company focuses on three major arcas: driving profitable
sales growth, improving margins, and leveraging the Company’s strong
cash flow and financial position. Operationally, the Company’s goal is
to be the low-cost global leader in customer—preferred packaging sol-
utions within targeted customer market segments.

In December 2007, the Company shared a five-year plan to grow
revenue, improve margins and more effectively utilize assets. More
specifically, management had an aggressive goal to grow total revenues
to $6 billion by 2012 while improving EBIT (carnings before interest
and taxes) margins to 11%. The ﬁve—year plan continued the Compa—
ny’s focus on growingits consumer-related business faster than the
industrial-related business, with the goal oftransitioning the Compa—
ny’s overall mix of business to approximately 60% consumer and 40%
industrial. To a certain degree, the recent global recession has worked
to accelerate that shift. During 2009, management revisited the plan
and validated the goals but acl<nowledged that, due to the economic
crisis, the target date for achievement should be moved out by approx-
imately two years. The Company’s expected growth drivers continue
to be increasing organic sales, Oeographic expansion and strategic
acquisitions. While in the next few years revenue growth is expected to

be equally split between organic growth and acquisitions, reaching
management’s aggressive growth goal will likely require a significantly
higher level of acquisition activity. Some of the organic growth is
expected to occur in the form of new products. The five—year plan
targets average annual sales from new products (those on the market
for two years or less) at $100 million to $150 million. Sales from new
products were $179 million in 2009, $136 million in 2008, and $100
million in 2007.

The Company’s plan to improve margins focuses on leveraging
tixed costs, improving productivity, maintaining a positive price/ cost
relationship (raising selling priceat least enough to recover inflation of
material, energy and freight costs), and improving underperforming
operations.

Management believes the Company’s tinancial position and strong
cash flow provide acompetitive advantage in the current environment
as the ability of some COMPCELItors to meet customer needs reliably is
threatened by liquidity constraints and proﬁtability concerns.

Use of Non-GAAP Financial Measures

To assess and communicate the financial performance of the
Company, Sonoco management uscs, both internally and externally,
certain financial performance measures that are not in conformance
with generally accepted accounting principles (‘non-GAAP” financial
measures). These non-GAAP financial measures reflect the Compa-
ny's GAAP operating results adjusted to remove restructuring charg-
¢s, assct impairment charges, environmental remediation charges and
other items, if any, the exclusion of which management believes
improves the period«to—period comparability and analysis of the under-
lying financial performance of the business. The adjusted non-GAAP
results are identified using the term “base,” for example, “base earnings.”

The Company’s base financial performance measures are not in
accordance with, nor an alternative for, measures conforming to gen-
erally accepted accounting principles and may be different from
non-GAAP measures used by other companics. The Company uses
the non-GAAP “base” performance measures presented herein for
internal planning and forecasting purposes, to evaluate its ongoing
operations, and to evaluate the ultimate performance of each business
unit against plan/ forecast.

Reconciliations of GAAP to base results are presented on pages 18
and_l9 in conjunction with management’s discussion and analysis of
the Company’s results ofoperations. Whenever reviewing a
non-GAAP financial measure, readers are encouraged to review the
related reconciliation fully to understand how it differs from the

related GAAP measure.

2009 HIGHLIGHTS

Although much of 2009 saw a continuation of the deepest global
recession in decades, by the end of the year the Company was secing
improvement in many ofits businesses and stabilization in others.
While weak market demand led to lower sales and carnings tor the
year, cash flow from operations was higher than in 2008 despite a$100
million voluntary pension plan contribution. As might be expected,
the consumer-focused businesses held up much better than the
industrial-focused businesses and, in fact, the Consumer Pacl(aging
segment posted record operating profits in 2009.



Responding to what management perceives has been a decline in
iong—term industrial sector market demand, the Company reaiigned it
business, streamlined its management organization to be more effi-
cient and reduced fixed costs hy rationaiizing its manufacturing toot-
print. Since January 1,2008, on the industrial side the Company has
closed 20 locations and reduced the workforce by 15%. Asaresult of
these and other actions, the Company believes it is well positioned to
benefit from a continued rebound in economic activity.

For 2009, net income attributable to Sonoco was $151.5 million,
compared to $164.6 for 2008. Earnings in 2009 were negatively
impacted by after-tax restructuring charges ot $23.0 million, a $33 mil-
lion after-tax increase in pension costs, and a $5.3 million charge related
toaretrospective tax-law change in Mexico. 2008 carnings were neg-
ativeiy impacted hy a$31.0 million after-tax, non-cash impairment
charge and $30.8 million in after-tax asset impairment and restructur-
ing charges.

Base net income ateriburable to Sonoco (also referred to as “base
carnings”) was $179.8 million compared to $226.4 million for 2008, a
decline of 21%. This decline was primarily due to lower companywide
volumes and the $33.0 million after tax increase in pension costs.

Volume declines were the primary cause fora 13% reduction in
total sales from 2008 levels. Aithough declines were felt throughout
the Company, they were more severe in the industrial focused busi-
nesses. Reduced selling prices, primarily in the Tubes/Cores and Paper
segment associated with lower material costs, and a stronger dollar also
were signiﬁcant contributors to the decline.

Overall gross profit margin increased to 18.5% compared to 17.6%
in 2008. This improvement was iargeiy attributable to lower costs for
certain key inputs, selected sales price increases, and aggressive cost
control and business reaiignmcnt efforts.

The consolidated effective tax rate was 31.2% in 2009, compared to
27.1%in 2008. This increase was due mostly to 22009 change in Mex-
ican tax law. This change hada retrospective etfect for years back to
1999 and climinated $5.3 million in benefics from filing consolidated
returns in those periods, The eftective tax rate on base carnings was
29.0%in 2009, relatively flac with 29.4% in 2008.

Due to strong 2009 investment returns on pian assets and a $100
million voiuntary pension pian contribution, the aggregate unfunded
position of the Company’s various benefit plans decreased from $460
million at December 31,2008 to $330 million at the end of 2009.

The Company generated $391 million in cash from operations
during 2009, exceeding the $379 million generated in 2008. This
improvement came despite the voiuntary pension contribution, which
for the year had a net after-tax cash impact of approximateiy $63 mil-
lion.

2010 OUTLOOK

The Company believes that it will be able to hold or, in some cases,
expand market share across its businesses in 2010. Volumes will con-
tinue to be iargeiy dependent on the direction of the cconomy, which
continues to be very uncertain, but are expected to show year-over-
year improvement in the industrial businesses.

The Company expects sales demand will remain near the levels
experienced during the second half of 2009, which would lead to
favorable year-over-year comparisons tor the first six months of 2010,

more so in businesses serving industrial markets. The Company
expects productivity improvements, recent restructuring actions and
other cost control measures will aid 2010 results and position the
Company well for a continued economic recovery. Potentiaiiy off-
setting these favorable factors are certain price resets which are
expected to put some pressure on the overall price/ cost reiationship in
2010.

The strong 2009 investment performance and the voiuntary $100
million pension contribution are projected to resultina 2010 decrease
of $26 million in annual pension and postretirement benetit pian
expense. Cash contributions to these pians in 2010 are expected to
total approximateiy $22 million.

The consolidated effective tax rate is expected tobe approximateiy
31%in 2010.

ACQUISITIONS AND JOINT VENTURES

The Company compieted one acquisition during 2009 ata
recorded cost of $7.2 million, of which $5.0 was paid in cash with the
remainder representing contingent consideration expected to be paid
in future periods. This acquisition of the piastic spoois and reels assets
and business of EconoReel Corporation of Logan, Utah, and its con-
trolled subsidiary Southern Recl, is included in All Other Sonoco. The
acquisition of this business is expected to gencrate annual sales of
approximateiy $7 million. Also in 2009, the Company paid an addi-
tional $0.5 million in contingent consideration for its 2008 acquisition
of Amtex Packaging, Inc.

The Company compieted two acquisitions during 2008 atan
aggregate cost of $5.5 million in cash. These acquisitions, a packaging
tulfillment company included in the Packaging Services segment anda
construction tube business included in the Tubes and Cores/Paper
segment, had estimated combined annual sales of approximateiy $6
million.

The Company compieted four acquisitions during 2007, and
purchased the remaining S1.1% interest in a small joint venture in
Europe, atan aggregate cost of $236.3 million, all of which was paid in
cash. Combined, these acquisitions had estimated annual sales of
approximateiy $200 million. Signiﬁcant acquisitions included Matrix
Packaging, Inc,a ieading manufacturer ofcustom«designed blow
molded rigid piastic containers and injection molded products, and the
fiber and plastic container business of Caraustar Industries, Inc. Both of
these businesses are included in the Consumer Packaging segment.

The Company has accounted for these acquisitions as purchases
and, accordingiy, has included their results the Company’s con-
solidated statements of net income from the respective dates of
acquisition. Pro forma results have not been provided, asthe acquis-
itions were not material to the Company’s financial statements
individua]iy, orin the aggregate, in any singie year.

See Note 2 to the Consolidated Financial statements for further

information about acquisition activities.

RESTRUCTURING AND ASSET IMPAIRMENT CHARGES

Due to its footprint (312 locations in 35 countries) and the cost-
competitive nature ot its businesses, the Company is constantiy seek-
ing the most cost-effective means and structure to serve its customers
and to respond to fundamental changes in its markets. As such,
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restructuring costs have been and are cxpected tobea recurring
component of the Company)s operating costs. The amount of these
COsts can vary significantly from year to year dcpending upon the scope
and location of the particular restructuring activities.

The foliowing table recaps the impact ofresrructuring and asset
impairment charges onthe Company’s netincome for the periods
presented (dollars in thousands):

Year Ended December 31

2009 2008 2007

Exit costs:

2009 Actions $21,380 $ — 3 —

2008 Actions 8,400 22215 —

2007 Actions 919 11,532 2,693

Earlier Actions 452 3,089 16813
Asset (Sales)/Impairments:

Operating Asscts, primarily

restructuring (4,350) 20574 16,685

Financial Assets — 42651 —
Total charges $26,801 $100,061 $ 36,191
Income tax benefit (8,458)  (34,158)  (10.8335)

Equity method investments,
net of tax 908 — —
Impact of Noncontroliing

(4.102) (64)

Interests, net of tax 3,787

Total impact of Rcstructuring/
Asset impairment chargcs,
$23,038 $ 61,801 $ 25292

net of tax

The Company commenced the sale of its paper mill in China in
2008 and the book value of the assets were written oft against the por-
tion of the sales procccds received in that year. Rcmaining procccds of
$11.2 million were received in 2009. These procccds, partially offset by
approximatciy $6.8 million of asset impairment chargcs associated with
other plant closures, account for the net gain reflected in 2009. Due to
uncertainty of collection, the Company rccognizcd procccds from the
China sale on a cash basis and recorded gains only to the extent that
cash collected exceeded the book value of the assets sold.

[n 2008, the Company recorded a noncash financial asset impair-
ment chargc of $42.7 million ($31.0 million after rax) rcﬂccting the full
impairmcnt of two financial instruments, a prcfcrrcd cquiry interest
and a subordinated note receivable, which had been obtained in the

Company’s 2003 sale of its High Density Film business.

The Company expects to recognize future additional costs total-
ing approximatcly $5.1 million in connection with prcviously
announced restructuring actions. The Company believes that the
majority of these charges will be incurred and paid by the end of 2010.
Asnoted above, the Company continuaJiy evaluates its cost structure,
inciuding its manufacturing capacity, and additional restructuring
actions may be undertaken. Rcstructuring and asset impairment
charges are subjcct to significanr fluctuations from pcriod to period
due to the varying levels ofiresrructuring activity and the inherent
imprecision in the estimates used to recognize the impairment of
assets and the wide variety of costs and taxes associated with severance
and termination benefits in the countries in which the Company
operates.

See Note 3 to the Consolidated Financial statements for further
information about restructuring activities and asset impairments
chargesi

ENVIRONMENTAL CHARGES

In two separate actions during 2008, U.S. Paper Mills Corp. (U.S.
Mills), a wholly owned subsidiary of the Company, increased its reserve
tor Fox River related environmental liabilities by atotal of $40.8 mil-
lion. Also during 2008, settlements toraling $40.8 million were reached
on certain of the insurance policies covering the Fox River con-
tamination. The recognition of these insurance settlements offset the
impact to carnings of the additional charges.

In 2007, U.S. Mills recorded charges totaling $25.2 million ($14.8
million after tax) in association with environmental remediation
liabilities for various sites in the lower Fox River. The charges are
included in “Selling, gencrai and administrative expcnses” in the
Company’s Consolidated Statements of Income.

As of December 31,2009 and 2008, the Company (and its sub-
sidiaries) had accrued $63.8 million and $70.5 million, respectively,
related to environmental contingencies. Of these, a total of $60.4 mil-
lion and $67 4 million relate to U.S. Mills at December 31,2009 and
2008, respectively. The range of possible loss on U.S. Mills liabilicy for
Fox River is uncertain and, while the upper end of the range may
exceed the networth of U.S. Mills, the Company believes the max-
imum additional €xposure to its consolidated financial position is lim-
ited to the equity position of U.S. Mills, which was approximarcly $82
million at December 31, 2009.

See “Trem 3. Legal Proceedings” for a more detailed discussion of
the Company’s environmental mareers.



RECONCILIATIONS OF GAAP TO NON-GAAP FINANCIAL MEASURES
The following tables reconcile the Comp;my’s non-GAAP financial measures to their most directly comparable GAAP financial measures

for cach O{tl’lC years prescntcd:

Reconciliation of GAAP to Non-GAAP Financial Measures
For the year ended December 31, 2009

Restructuring/ Mexico

Asset Tax

Dollars and shares in thousands, except per share data GAAP Impairment A/ﬁmfmm[ Base

Income before interest and income taxes $252,786 $26.801 $  —  $2795387
Incerest expense, net 38,565 — — 38565
Income before income taxes and equity in carnings of affiliates $214221 $26,801 $  — 8241022
Provision for income taxes 66,818 8,458 (5,287) 69,989
Income before equity in carnings of affiliates $147,403 $18,343 $ 5287  $171033
Equity in earnings of affiliates, net of rax 7.742 908 — 8,650
Netincome $155,145 $19,251 $ 5287 $179,683
Less: Net (income)/loss attributable to noncontrolling interests, net of rax (3,663) 3,787 — 124
Net income ateributable to Sonoco $151,482 $23,038 $ 5287  $179.307
Per common share $ 150 $ 023 $ 005 $ 178

Reconciliation of GAAP to Non-GAAP Financial Measures
For the year ended December 31, 2008

Restructuring/ Financial

Asset Asset

Dollars and shares in thousands, except per share data GAAP! Impairment  Impairment Base!

Income before interest and income taxes $249,573 $57410 $42.651 $349,634
Interest expense, net 47,197 — — 47,197
Income before income taxes and equity in carnings of affiliates $202,376 $57.410 $42,651 $302,437
Provision for income taxes 54,797 22,488 11,670 88,955
Income before equity in earnings of affiliates $147,579 $34,922 $30981 $213,482
Equity in carnings of affiliaces, net of tax 9,679 — — 9,679
Netincome $157,258 $34922 $30,981 $223,161
Less: Net (income)/loss attributable to noncontrolling interests, net of rax 7,350 (4,102) — 3248
Net income attributable to Sonoco $164,608 $30,820 $30981 $226.409
Per common share $ 163 $ 030 $ 031 $ 224

I The amount of additions to the environmental reserve in 2008 were offset by insurance settlements, thus no adjustments were made for such
additions.
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Reconciliation of GAAP to Non-GAAP Financial Measures

For the year ended December 31, 2007

Restructuring/ Environ- Release ()/ '
Asset mental 1ax

Dollars and shares in thousands, except /)c'i:x‘hm’ data GAAP Impairment  Reserve  Reserves Buase

Income before interest and income taxes $307.884 $36,191 $25,150 § —  $369,225
Interest expense, net 52258 — — — 52,258
Income before income taxes and equity in carnings of affiliates $255,626 $36,191 $25,150 § —  $316967
Provision for income taxes 55,186 10,835 10,304 11,847 88,172
Income before equity in carnings of affiliates $200,440 $25,356 $14.846  $(11.847) $228795
Equity in earnings of affiliates, net of tax 11,586 — — — 11,586
Netincome $212,026 $25,356 $14846  $(11,847) $240,381
Less: Net (income)/loss attributable to noncontrolling interests, net of rax 2,130 (64) — — 2,066
Net income attributable to Sonoco $214,156 $25292 $14.846  $(11,847) $242,447
Per common share $ 210 $ 025 $ 015 $ (0.12) $ 238

RESULTS OF OPERATIONS - 2009 VERSUS 2008

Net income attributable to Sonoco in 2009 was $151.5 million,
compared to $164.6 million for 2008. Earnings in 2009 were ncgativciy
impactcd by after-tax restructuring chargcs 0t$23.0 million and a $5.3
million chargc related to a retrospective tax-law changc in Mexico.
2008 carnings were ncgativcly impactcd by 2$31.0 million after-tax,
non-cash impairment chargc related to the Company’s remaining
financial interest in the 2003 sale of its high dcnsity film business and
$30.8 million in after-tax rcsttucturing—tciatcd costs and impairments.

Base carnings were $179.8 million for 2009 compared to $226.4
million for 2008, a decline of 21%. This decline was primai‘iiy due to
lower companywidc volumes and an increase in pension costs of $33.0
million, after tax. These items were partiaiiy offset by strong pro-
ciuctivity improvements, reduced fixed costs, some of which were a
result of restructuring actions, and a favorable price/cost rciationship,

Sales dropped 13% from 2008 levels to $3.6 billion in 2009. Vol-
ume declines throughout the Company, but most notabiy in the
industrial focused businesses, accounted for more than half of the year-
over-year sales deterioration. Most signiﬁcant during the first half of
the year, the volume declines moderated during the third quarter, and
volume turned positive year-over-year ciuring the fourth quarter. The
impact of scliing prices in 2009 was a negative factor when comparcd
to prior year levels. These declines in the Tubes and Cores/Paper
segment, rcsuiting from lower input costs, more than offset price
increases in the Consumer Paci(aging segment where material and
other costs were highcr. In addition to volume and price declines, sales
were lower as a result of the stronger dollar during the first three quar-
ters of 2009. This cxchangc impact partiaiiy reversed in the fourth
quarter as the dollar declined against other currencies, but the impact
for the total year was still unfavorable.

Overall gross profit margin increased to 18.5% in 2009 compared
to 17.6% in 2008. Margins benefitted from positive price/ cost
rciationships, most notabiy in the Consumer Packaging segment,
productivity improvements in most of the Company’s businesses, and
managcmcnt's ctforts on fixed cost control.

The consolidated effective tax rate was 31.2% in 2009, comparcd to
27.1%in 2008. This increase was due to a current year $5.3 million
chargc related toa changc in Mexican tax law and a $4 million prior
year benefitin Italy. The 2009 Mexico law changc had a retrospective
cftect for years back to 1999 and eliminated the benefits of ﬁiing con-
solidated tax recurns in those years. The prior year benefit in Italy
related to an asset basis acijustmcnt clection made by the Company in
2008. The eftective tax rate on base carnings was 29.0% in 2009, rela-
tively flac with 29.4% in 2008.

Operating Revenue

Consolidated net sales for 2009 were $3.6 billion, a $525 million, or
12.7%, decrease from 2008.

The components of the sales change were:

(8 in millions)

Volume/Mix $(323)
Currency exchange rate/Other (138)
Selling price (61)
Acquisitions (net ofdispositions) (3)
Total sales decrease $(525)

Sciiing prices were gcncraiiy lower throughout the Company, in
response to lower input costs, with the exception ofrigid paper con-
tainers and metal ends, where prices were increased to cover highcr
tinpiatc steel and other costs. Companywidc volume, Cxciuding service
center revenue which was on a pass—through basis, decreased approx-
imatciy 7% from 2008 levels. The overall volume decrease was driven
by declines in ncariy all business units. Total domestic sales were $2.3
billion, down 11% from 2008. International sales were $1.3 billion,
down 16% from 2008 levels.



Costs and Expenses

Lower volumes and, to a lesser degree, inpuct prices combined to
reduce the Company’s 2009 total cost of sales from prior year levels.
The market price for old corrugated containers (OCC), the Compa-
ny’s most signiﬁcant raw material in dollar terms, began the yearat
historically low levels and moved considerably higher over the course
of the year; however, on average, OCC cost was lower than in 2008.
Prices paid for resins and freight were also down year over year. Con-
versely, the Company’s cost for tinplate steel started off at historically
high levels, trended down over the course of the year, and ultimately
averaged out higher than in 2008.

In 2009, aggregate pension and postretirement expenses increased
$50.6 million to $81.4 million, versus $30.8 million in 2008. Approx-
imately 75% of these expenses are reflected in cost of sales, with the
balance in selling, general and administrative expenses. The Company
expects pension and postretirement expenses to decrease by approx-
imately $27 million in 2010 as a result of higher plan asset levels and
reduced amortization of losses on plan assets. There was a positive
return on the assets of U.S.-based defined benefic plans of 21% in 2009,
compared with a negative return 0t24.3%in 2008. Future years’
expense will depend largely on the performance of plan assets and
long—term interest rates.

During the year, the Company engaged in a number of cost man-
agement ctforts, including: realigning its business and streamlining the
management organization to be more efficient; enhancing pro-
ductivity and controlling variable costs; and reducing structural costs
toalevel management believes is aligned with new market realities,
while maintaining the Capacity necessary to grow with customers. The
Company’s etforts to reduce fixed costs, which included rationalizing
its manufacturing footprint, reflect lower revised expectations of what
normal post-recession market demand will look like. Plant ration-
alization and other cost-reduction efforts have reduced the workforce

of the industrial businesses by approximately 15% since January 1,2008,
while also reducing positions in the consumer and corporate functions.

Selling, general and administrative expenses as a percentage of sales
increased to 10.7% for the year from 9.1%in 2008. In total, these
expenses were $12.1 million higher year over year. This increase is due
to higher pension and incentive compensation Costs, which were
partially offset by tixed cost reduction efforts.

Research and development costs, all of which were charged to
expense, totaled $12.4 million and $15.9 million in 2009 and 2008,
respectively. Management expects research and development spend—
ingin 2010 to be consistent with these levels.

Nertinterest expense totaled $38.6 million for the year ended
December 31,2009, compared with $47.2 million in 2008. The
decrease was due primarily to lower average debt levels and lower aver-
age interest rates.

Reportable Segments
Consolidated operating profits, also referred to as “Income before
income taxes on the Consolidated Statements of Income, are com-

prised of the following:

(8 in millions) 2009 2008 % Change

$169.9 $ 1310 29.8%

Consumer Packaging segment

Tubes and Cores/Paper segment 72.3 145.8 (50.5)%
Packaging Services segment 11.0 285 (61.3)%
All Other Sonoco 26.4 444 (40.5)%

Rcstructuring/ impairment and
environmental charges (26.8)  (100.1) 73.2%
Interest expense, net (38.6) (472) 18.3%

Consolidated operating profits $214.2  $ 2024 5.9%

chmcnt results viewed by Company management to evaluate
segment pcrformancc do notinclude restructuring, impairment and
environmental chargcs and net interest chargcs. Accordingly, the term
“segmcnt operating profits” is defined as the scgment’s portion of
“Income before income taxes” excluding restructuring chargcs, asset
impairment chargcs, environmental chargcs and net interest expense.
General COrporate cxpenscs, with the exception of restructuring
chargcs, assetimpairment charges, environmental charges, interest and
income taxes, have been allocated as operating costs to cach of the
Company’s reportable segments and All Other Sonoco.

See Note 16 to the Company’s Consolidated Financial State-

ments for more information on reportablc segments.

Consumer Packaging

(8 in millions) 2009 2008 % Change
Trade sales $1,550.6  $1,5865 (2.3)%
Segment operating profits 169.9 131.0 29.8%
Depreciation, depletion and

amortization 69.5 737 (5.7)%
Capital spending 352 41.8 (15.8)%

Prior year results have been restated for a reclassification between
segments ofa small global brand arework management business that
was previously included in the Packaging Services segment. The
impact of this reclassification on 2008 was to transter $16.1 million of
sales and $0.6 million of operating profits into the Consumer Pack-
aging segment from the Packaging Services segment.

Sales decreased due to lower volume throughout the segment
except tor small gains in rigid plastic bottles. Overall segment volumes
were down approximately 4%. In addition, although the dollar weak-
ened during the fourth quarter, the total year impact of exchange rates
was unfavorable by $34 million. Increased selling prices, resulting from
higher material and other costs, partially offset the negative factors.
Domestic sales were approximately $1,180 million, flac with 2008,
while international sales were approximately $371 million, down 8.7%,
or $35 million, from 2008. The decline in international sales is almost
completely due to the impact of foreign exchange rates.
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chmcnt operating proﬁts increased primariiy due to the impact of
afavorable pricc/ cost relationship as sciiing prices were increased and,
iargciy dueto timing, more than offseta signiﬁcant increase in the
Company’s costof tinpiatc steel and other input costs. Productivity
and purchasing initiatives were able to offset the impact ot lower
volume and highcr pension costs.

Significant capitai spcnding included projects to increase rigid pias~
tic container production capacity in the United States as well as pro-
ductivity projects throughout the segment.

Tubes and Cores/Paper

(8 in millions) 2009 2008 % Change
Trade sales $1,339.1  $1,6746 (20.0)%
Segment operating profits 723 1458 (50.5)%

Dcprcciation, dcpiction and

amortization 855 87.6 (2.4)%
Capital spending 57.0 70.5 (192)%

Sales were down due to volume shortfalls, lower sciiing prices and
unfavorable cxchangc rates. The oniy operations showing year-over-
year volume improvements included Europcan paper operations and
Latin American tube and core operations. The most signiﬁcant vol-
ume declines occurred in North American and European tube and
core operations. Volume declined most notabiy during the first half of
the year and bcgan to stabilize in the third quarter. Fourth quarter
volumes showed improvement over a very weak 2008 fourth quarter.
Exciuding the impact of the divestiture of the Canadian rccyciing
paper operation and the shutdown of a paper mill in China in 2008,
volume in the segment decreased by approximatciy 9%. Lower year-
over-year sciiing prices, primariiy due to lower average market costs for
OCC, also contributed to the sales decline. Beginning in 2010, the
Company will hcgin sciiing corrugating medium from a machine that
had been producing exclusively for Georgia-Pacific undera cost plus
tixed management tee arrangement. Annual sales are cxpcctcd to be
approximatciy $50 million with a small opcrating proiit. Domestic
sales decreased approximately $166 million, or 20.8%, to approximately
$634 million. International sales decreased approximately $169 million,
or 19.3%to approximatciy $705 million, with approximatciy $81 mil-
lion of the decline a result of unfavorable foreign exchange rates.

The combination of lower volumes, an unfavorable shift in the mix
of business, an unfavorable pricc/ cost rciationship and highcr pension
costs resulted in over a 50% decline in segment operating proﬁts in
2009. Prociuctivity initiatives and the impact of restructuring actions
on fixed costs hcipcd mitigate some of the negative factors.

Significant capitai spcnding included the modification of several
paper machines, primariiy in the United States and Europc, and pro-
ductivity projects throughout the segment.

Packaging Services

(8 in millions) 2009 2008 % Change
Trade sales $4265  $501.4 (14.9)%
Segment operating profits 11.0 285 (61.3)%
Dcprcciation, dcpiction and

amortization 109 11.0 (1.3)%
Capital spending 52 26 99.0%

Sales declined on volume shortfalls in North America and the
unfavorable impact of cxchangc rates. The volume shortfalls were
related to lower activity in the dedicated pack centers, and were parti-
aiiy offset by increased service center volume in Poland. As a result of
hidding activity conducted in the fourth quarter by amajor customer
of the Packaging Services segment, the Company expects to lose
approximarcly $40 million of that customer’s business in 2010. Further,
another of the scgmcnt’s customers notified the Company in late 2009
ot its intention to consolidate its business with another vendor bcgin—
ningin 2011. Due to anticipatcd growth from new business, manage-
ment does not expect the loss of business from these customers to
have a material adverse effect on the scgmcnt’s operating, results over
the iong term. Domestic sales decreased to approximatciy $285 mil-
lion, a 14.7% reduction, while international sales decreased 15.3% to
approximatcly $141 million. Excluding an unfavorable $41 million
impact offorcign currency translation, international sales increased as a
result of the increased service center volume in Poland.

The decrease in segment operating proﬁts is attributable to siightiy
lower volumes in point—of—purchasc activities, an unfavorable shift in
the mix of business and highcr pension costs. Lower fixed costs, result-
ing from restructuring actions, mitigatcci aportion of the unfavorable
factors. Although service center volume decreased, it had very little
impacton proﬁts as these sales were ona pass—through basis with no
significant gross margin.

Capitai spcnding included Capacity expansion in Europc aswell as
numerous productivity and customer dcvciopmcnt projects in the
United States and Europe.

All Other Sonoco

(8 in millions) 2009 2008 % Change
Trade sales $281.1  $359.9 (21.9)%
Operating profits 264 444 (40.5)%
Dcprcciation, dcpiction and

amortization 77 10.7 (27.8)%
Capital spending 6.7 8.1 (172)%

Sales for All Other Sonoco decreased primarily duc to lower
volumes in molded piastics, protective packaging and wire and cable
reels. In addition, sciiing prices of these same products were lower year
over year in response to lower input costs, and the impact of cxchangc
rates was unfavorable. Domestic sales were approximatciy $216 mil-
lion, down 23.2% from 2008, and international sales were approx-
imatciy $65 million, a decrease of 17.3%.



Operating profits in All Other Sonoco decreased due primarily to
volume declines and highcr pension costs. The decrease was mitigatcd
by improvcd manufacturing productivity, structural cost reductions
and a favorable sclling pricc/ material cost variance.

Capital spcnding included investing in productivity and customer
development projects in the United States and Europe for molded
and extruded plastics, protective packaging and wire and cable reels.

FINANCIAL POSITION, LIQUIDITY AND CAPITAL
RESOURCES
Cash Flow

Cash flow from operations totaled $391.0 million in 2009 and
reflectsa voluntary contribution of $100 million to the Company’s
U.S. qualified defined benefit pension plan. Cash flow from operations
totaled $379.4 million in 2008. Benefits from changes in net working
capital more than offsct the $63 million after-tax cash impact of the
Company’s voluntary pension contribution.

Cash flows used by investing activities were $91.5 million in 2009,
comparcd to $110.2 million in 2008. The decrease was due primarily to
a$19.0 million reduction in year-over-year capital spcnding from
$123.1 million in 2008 to $104.1 million in 2009. The reduction was
largcly attributable to the Company’s etfort to match capital spcnding
with business conditions. Capital spcnding is cxpcctcd to be between
approximatcly $120 million and $130 million in 2010.

Net cash used by ﬁnancing activities totaled $219.7 million in 2009,

comparcd with $241.4 million in 2008. The Company utilized cash
gcncratcd from operations to repay anet $116.2 million and $153.0

Contractual Obligations

million of debt during 2009 and 2008, rcspcctivcly, and to pay divi-
dends of $107.9 million and $106.6 million in 2009 and 2008,
rcspcctivcly. The Company’s $100 million, 6.75% debenture becomes
duc in November 2010. The Company expects to be able to satisfy
this obligation utilizing cash gcncratcd from operations during 2010 or
through rclinancing with existing available credit.

Currentasscts increased by $66.6 million to $996.6 million at
December 31,2009. The increase was driven by highcr year-over-year
levels of cash rcsulting from strong operating cash flows and highcr
trade accounts reccivable rcsuiting from stronger fourth quarter 2009
sales comparcd with the fourth quarter 0f2008. Current liabilities
increased by $107.4 million to $805.6 million ac December 31,2009
This increase was primarily due to the reclassification of the Compa—
ny’s $100 million 6.75% debenture, due November 2010, from along-
term to a current liability. The Company)s current ratio was 1.2 at
December 31,2009 and 1.3 at December 31,2008.

The Company uses a notional pooling arrangement with an inter-
national bank to hclp manage global liquidity requirements. Under this
pooling arrangement, the Company and its participating subsidiaries
may maintain cither a cash dcposit or borrowing position through
local currency accounts with the bank, so long as the aggregate posi-
tion of the global pool isa notionally calculated net cash dcposit.
Because it maintains a security interest in the cash dcposits, and has the
right to offset the cash dcposits against the borrowings, the bank pro-
vides the Company and its participating subsidiaries favorable interest
terms on both.

The following table summarizes contractual obligations at December 31,2009:

Payments Due In

(8 in millions) Total 2010 2011-2012 20132014  Beyond 2014 Uncertain
Debe obligations $ 5808 $118.1 $ 144 $252.5 $195.8 $ —
Interest payments! 168.4 346 57.1 387 38.0 —
Operating leases 1157 332 44.8 217 16.0 —
Income tax contingencies® 393 — — — — 393
Purchase obligations 2537 40.3 77.1 70.4 659 —
Total contractual obligations4 $1,157.9  $2262 $1934 $3833 $315.7 $39.3

1

Includes interest payments on outstanding fixed-rate, long»tcrm debt obligations, including the fixed-rate interest on $150 million of debt due

Novcmhcr 1 S, 201 3 tl"lélt has bCCH SWC{PPCd toa ﬂoating rate, as VVCll as financing FCCS on tl‘lC bacl(stop lil"lC OFCerit.

o

Due to the nature of this obligation, the Company is unable to estimate the timing of the cash outflows.

3 lncludcs only long—tcrm contractual commitments. (DOCS not iﬂClLIdC short»tcrm obligations FOI” thC PLII'Cl‘léISC OFgOOdS and services uscd in

the ordinary course ofbusincss.)

S

Capital Resources

The Company reduced its total debe by $109.0 million during
2009 to a total of $580.8 million at December 31,2009. This reduction
was accomplishcd through net repayments of outstanding debr during
the year of $1162 millionand a forcign currency translation impact of
$7.2 million. During the latter part of 2008, the Incernal Revenue Serv-
iccissued a temporary rule cxtcnding to 60 days the pcriod that US.
corporations may borrow funds from forcign subsidiaries without
unfavorable tax consequences. The Company utilized this rule at

Excludes potcntial cash funding requirements of the Company’s retirement plans and retiree healch and life insurance plans.

December 31,2008 and at various times throughout 2009, including
year end. Offshore cash accessed was used in lieu ofissuing commercial
paper. Amounts outstanding under the rule at December 31,2009 and
2008, were $10 million and $72 million, respectively. These short-term
lcnding arrangements were subscqucntiy scttled within the 60 day
provision, rcsulting in cquivalcnt increases in commercial paper out-
standing and cash on hand. Dcpcnding onits immediate offshore cash
needs, the Company may choose to access such funds againin the
tuture as allowed by this temporary rule.
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The Company operates a $500 million commercial paper program
that provides aflexible source of domestic liquidity. The program is
supported by the Company’s five—year committed bank credit facility
ofan equal amount established May 3,2006, with a syndicate of lend-
ers that is committed until May2011.1n the event thata disruption of
global credit markets were to prevent the Company from issuing
commercial paper, it has the contractual right to draw funds directly on
the underlying bank credit facility. Based on the information currently
available to it, the Company believes its lenders have the ability to meet
their obligations under the facility. Atthe Company’s discretion, the
borrowing rate for such loans could be based on either the agent bank’s
prime rate ora pre—established spread over the London InterBank
Offered Rate (LIBOR). The Company had no commercial paper
outstanding at December 31,2009. When outstanding, commercial
paper has typically been reported asa component of the Company’s
long—term debt.

Acquisitions and internal investments are key clements of the
Company’s growth strategy. The Company believes that cash on hand,
cash generated from operations, and the available borrowing capacity
under its existing credit agreement will enable it to support this strategy.
Although the Company currently has no intent to do so, it may obtain
additional ﬁnancing in order to pursucits growth strategy. Although the
Company believes that it has excess borrowing capacity beyond its cur-
rent lines, there can be no assurance that such ﬁnancing would be avail-
able or, if so, at terms that are acceptable to the Company.

The Company’s various U.S and international defined benefic
pension and postretirement plans were underfunded at the end of
2009 by approximately $330 million. During 2009, the Company
contributed approximately $122 million to its benefit plans, including
avoluntary contribution of $100 million to its U.S. qualified pension
plan. The Company anticipates that contributions to its benefit plans
will be approximately $22 million in 2010. Future funding require-
ments will depend largely on actual investment returns and future
actuarial assumptions. Currently, however, no additional contributions
tothe US. qualilied defined benetic pension plan are expected tobe
required until 2013 due to the voluntary contribution made in 2009
and the Company’s ability to utilize funding credits from having pre-
viously tunded the plan in excess of minimum requirements. Partic-
ipation in the U.S. qualified defined benefit pension plan is frozen for
salaried and non-union hourly US. employees hired on or after Jan-
uary 1,2004. In February 2009, the plan was further amended to freeze
service credit earned effective December 31,2018, This change is
expected to moderately reduce the volatility of long«term funding
exposure and expenses.

Total equity increased $206.1 million during 2009 as net income of
$155.1 million and other comprehensive income of $145.5 million was
partially offset by dividends of $109.0 million. Other comprehensive
income included an $80.8 million translation gain stemming from the
impact of the weak U.S. dollar on the Company’s forcign investments
and a $56.1 million defined benefit plan adjustment stemming primar-
ily from investment gains incurred during 2009 on the assets in the
Company’s various defined benefit plans. Total equity decreased
$289.0 million during 2008. The decrease resulted mainly from net
income of $157.3 million being more than offset by other compre-

hensive losses of $350.4 million and dividends of $107.4 million. Other
comprehensive losses included a $144.6 million translation loss stem-
ming from the impact of the strong U.S. dollar on the Company’s for-
cign investments and a $194.1 million defined benefit plan adjustment
stemming primarily from the 2008 investment losses incurred on the
assets in the Company’s various defined benefic plans.

The Company’s Board of Directors has authorized the repurchase
of up to 5.0 million shares of the Company’s common stock. No
shares were repurchased under this authorization during 2009 or 2008.
Accordingly, at December 31,2009, a total of 5.0 million shares remain
available for repurchase.

Although the ultimate determination of whether to pay dividends
is within the sole discretion of the Board of Directors, the Company
plans to increase dividends as carnings grow. Dividends per common
share were $1.08 in 2009, $1.07 in 2008 and $1.02 in 2007. On Febru-
ary 9,2010, the Company declareda regular quarterly dividend of
$0.27 per common share payable onMarch 10,2010, to sharcholders
of record on February 19,2010.

Off-balance Sheet Arrangements
ThC COInpany had no matcrial Oﬂ:‘balancc ShCC[ arl‘angcmcnts at

December 31,2009.

Risk Management

Asaresultof operating, globally, the Company is exposed to
changes in foreign exchange rates. The exposure is well diversified as
the Company’s facilities are spread throughout the world, and the
Company generally sells in the same countries where it produces. The
Company monitors these exposures and may use traditional currency
swaps and forward foreign exchange contracts to hedge aportion of
the forecasted transactions that are denominated in foreign currencies,
foreign currency asscts and liabilities or net investment in foreign sub-
sidiaries. The Company’s foreign operations are exposed to political
and cultural risks, but the risks are mitigated by diversification and the
relative stability of the countries in which the Company has significant
operations. The Company’s operations in Vencezuelaand Greece may
be impacted by the economic issues being faced in those countries;
however, due to the relatively small size of these operations, the
Company does not believe that any such impact would have a material
adverse eftect on the Company)s financial statements.

The Company is exposed to interest-rate fluctuations as a result of
using debtas a source of ﬁnancing forits opcrations. The Company
may, from time to time, use traditional, unleveraged interest-rate swaps
to manage its mix of fixed and variable rate debt and to control its
€XPOSUIe tO INLErest rate movements within selected ranges. During
the third quarter 0f2009, the Company entered into an interest rate
derivative to swap $150 million notional value of its 6.5% debentures
due November 2013 toa ﬂoating rate. The effect of the interest rate
derivative was a decrease of the total bond liability ot $0.6 million at
December 31,2009. The fair value of this hedge was a net liability of
$(0.6) million at December 31,2009. No such inscruments were out-
standing at December 31,2008,

The Company isa purchaser of various inputs such as recovered
paper, energy, steel, aluminum and resin. The Company generally does



not engage in signiﬁcant hedging activities, other than for energy and,
from time to time, aluminum, because there is usualiy a high correla-
tion between the primary input costs and the ultimate seiiing price of
its products. Inputs are generaily purchased at market or at fixed prices
that are established with individual vendors as part of the purchase
process for quantitics expected to be consumed in the ordinary course
ot business. On occasion, where the correlation between seiiing price
and input price s less direct, the Company may enter into derivative
contracts such as futures or swaps to reduce the effect of price fluctua-
tions.

At December 31,2009, the Company had contracts ourstanding
to fix the costs of a portion of commodity, energy and foreign
exchange risks for various periods through December2012. Of these,
the Company had swaps to cover approximateiy 5.8 million
MMBTUs of natural gas representing approximately 75%, 37% and
16% of anticipated U.S. and Canadian natural gas usage for 2010, 2011
and 2012, respectiveiyi The Company also had hedges to cover the
purchase of approximately 3,765 metric tons of aluminum represent-
ing approximateiy 27% of anticipated usage tor2010. At December 31,
2009, the Company had a number of foreign Currency conracts in
piace as both designated and undesignated hedges of either anticipated
foreign currency denominated transactions or existing financial assets
and liabilities. At December 31,2009, the total notional amount, in
U.S. dollar terms, was $131 million, of which $97 million related to the
Canadian dollarand $13 million to the Mexican peso.

The fair market value of derivatives was a net unfavorable position
of $7.4 million ($4.6 million after tax) at December 31,2009, and a net
unfavorable position of $14.9 million ($7.2 million after tax) ac
December 31,2008. Derivatives are marked to fair value using pub~
lished market prices, it available, or estimated values based on current
price quotes and a discounted cash flow model. See Note 9 to the
Consolidated Financial Statements for more information on financial
instruments.

The Company is subject to various federal, state and local environ-
mental laws and regulations concerning, among other matters, solid
waste disposai, wastewater effluent and air emissions. Aithough the
costs ofcompiiance have not been significant due to the nature of the
materials and processes used in manufacturing operations, such laws
also make generators of hazardous wastes and their iegai SUCCESSOrs
ﬁnanciaiiy responsibie for the cieanup of sites contaminated by those
wastes. The Company has been named a potentiaily responsibie party
at several environmentaJiy contaminated sites, both owned and not
owned by the Company. These reguiatory actions and a small number
ofprivate party lawsuits are believed to represent the Company’s iarg~
est potentiai environmental liabilities. The Company has accrued
$63.8 million (including $60.4 million associated with U.S. Mills) at
December 31,2009, compared with $70.5 million ac December 31,
2008 (including $67.4 million associated with U.S. Mills), with respect
to these sites. See “Environmental Charges,” Item 3 - Legal Procecd-
ings, and Note 14 to the Consolidated Financial Stacements for more
information on environmental matters.

RESULTS OF OPERATIONS 2008 VERSUS 2007
Operating Revenue

Consolidated net sales for 2008 were $4.12 billion, an $82 million,
or 2.0%, increase over 2007.

TilC components Oi:ti'lC saies change were:

(8 in millions)

Seiiing price $ 103

Acquisitions (net of dispositions) 71

Currency exchange rate 69

Volume/Mix (161)
Total sales increase $ 82

Avcragc sciiing prices were gcncraiiy highcr throughout the
Company, with the exceptions of Sonoco Rccyciing and
point»of»purchasc and fulfillment operations, as the Companywas able
to implcmcnt price increases in response to highcr costs of labor,
energy, frcight and materials. Companywide volume, cxciuding service
center revenue, which was on a pass»through basis, decreased approx-
imateiy 4.4% trom 2007 levels. The overall volume decrease was driven
by declines in Tubes and Cores/Paper, Packaging Services and All
Other Sonoco. In Consumer Packaging, global rigid paper and plastic
volume increased siightly dcspite the harsh economic conditions in the
second half of the year. Total domestic sales were $2.6 billion, up 3%
from 2007. International sales were $1.5 billion, basically flac wich 2007
levels.

Costs and Expenses

[n 2008, aggregate pension and postretirement expenses decreased
$8.4 million to $25.8 million, versus $34.2 million in 2007. Approx-
imately 75% of these expenses were reflected in cost of sales and the
balance in sciling, gcncral and administrative expenses. Therewasa
negative return on the assets of U.S -based defined benefic plans of
24.3%in 2008, compared with a positive return of 8.4% in 2007.

Scliing, gcncrai and administrative expenses as a percentage of sales
decreased to 9.1% for 2008 from 10.1% in 2007. In total, these expenses
declined $35.3 million year-over-year. Of the decline, $15.6 million was
due primarily to lower 2008 incentive compensation costs related to
diminished operating results, reduced pension and postretirement
expenses and to fixed cost management pursued in response to the
sharp cconomic downturn. The remaining changc, $19.7 million, was
attributable to a $25.2 million U.S. Mills environmental charge in 2007,
partially offsct by a $5.5 million recovery from an outside party of cer-
tain benefit costs. Base carnings exclude the environmental chargc,
which would decrease the 2007 sciiing, gcncrai and administration
expenses as a percentage of sales to 9.5%.

Operating results also reflect restructuring and restructuring-
relaced asset impairment chargcs of $57 4 million and $36.2 million in
2008 and 2007, respectively. In addition, 2008 resules include a $42.7
million noncash financial asset impairment chargc for the Company’s
remaining financial interest related to the 2003 sale of its high»dcnsity
film business. Thesc items are excluded for the purpose of calculating

base carnings.
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Research and development costs, all of which were charged to
expense, totaled $15.9 million and $15.6 million in 2008 and 2007,
respectiveiy.

Net interest expense totaled $47.2 million for the year ended
December 31,2008, compared with $52.3 million in 2007. The
decrease was due primariiy to lower average debt levels and lower aver-
age interest rates.

The 2008 effective tax rate was 27.1%, compared with 21.6% in
2007. The year-over-year increase in the effective tax rate was due
primarily to the 2007 release of tax reserves on cexpiration ofstatutory
assessment periods in an amount greater than in 2008, and foreign tax
rate reductions due to tax law changes in 2007. The 2008 results also
include a benefit from basis adjustments to acquired assets under new
provisions in the Italian tax code and the unfavorable impact ofa capi-
tal loss for which the ultimate recognition of a benefit was uncertain
and a valuation allowance had to be established. The effective tax rate
on base earnings was 29.4% in 2008 versus 27.8% in 2007. The 2007
release of certain tax reserves totaling $11.7 million is excluded from
that year’s base carnings calculation.

Net income attributable to Sonoco was $164.6 million in 2008,
versus $214.2 million for 2007. Base carnings were $226.4 million in
2008, compared with $242.4 million in 2007.

Reportable Segments
Consolidated operating profits, also referred to as “Income before
income taxes on the Consolidated Statements of Income, are com-

prised of the foiiowing:

Sales in this segment increased due to the full year impact of the
May 2007 acquisition of Matrix Packaging, Inc. along with increased
seiiing prices throughout the segment. In addition, even though the
dollar strengthened during the second half of the year, the total year
impact of exchange rates was favorable by $4.6 million. Thesc favorable
impacts were partiaiiy offset by lower volume in flexible packaging,
closures and rigid piastic packaging. Overall segment volumes, exclud-
ing the impact of acquisitions, were down less than 1%. Domestic sales
were approximateiy $1,181 million, up 15.0% from 2007, and interna-
tional sales were approximateiy $406 million, down 5.2% from 2007.
The decline in international sales reflected the shutdown of a metal
ends piant in Brazil and the subsequent transfer of a majority ofits
business into the United States.

Segment operating proﬁts increased primariiy due to the impact of
productivity and purchasing initiatives aiong with the full year impact
of the May 2007 acquisition of Matrix Packaging, Inc. 2008 carnings
benetited from the shutdown of two piants that detracted from 2007
results, partiaiiy offset by the negative impact ofa piant startup in Ohio.
The productivity and purchasing gains were partiaiiy offset by the small
overall decline in volume and an unfavorable shift in the mix of busi-
ness. In 2008, seiiing price increases were able to effectiveiy offset the
increased costs of raw materials, freight, energy and labor.

Significant capitai spending included increasing rigid piastic con-
tainer production capacity in the United States and productivity proj-
ects throughout the segment.

Tubes and Cores/Paper

(8 in millions) 2008 2007 % Change (8 in millions) 2008 2007 % Change
Consumer Packaging segment $ 1310 $1055 24.1% Trade sales $1,6746  $1.712.0 (2.2)%
Tubes and Cores/Paper segment 1458 16838 (13.6)% Segment operating profits 1458 168.8 (13.6)%
Packaging Services segment 285 435 (34.6)% Depreciation, depletion and

All Other Sonoco 444 514 (13.6)% amortization 87.6 912 (3.8)%
Restructuring/impairment and Capital spending 70.5 757 (6.8)%

environmental charges (100.1)  (61.3)  (63.1)%

Incerest expense, net - (472) (523) 2.7% The decrease in sales was due to volume shorfalls throughout the
Consolidated operaring profis $ 2024 $2556 (20.8)% segment and the closure of an under-performing paper mill in China.

Consumer Packaging

(8 in millions) 2008 2007 % Change
Trade sales $1,5865  $1.455.0 9.0%
Segment operating profits 131.0 105.5 24.1%
Dcprcciation, dcpiction and

amortization 737 673 9.5%
Capital spending 41.8 74.7 (44.0)%

Prior year results have been restated for a reclassification berween
segments of a small global brand artwork management business that
was previously included in the Packaging Services segment. The
impact of this reclassification was to transter sales of $16.1 million and
$16.9 million, and operating proi‘its of $0.6 million and $1.0 million, in
2008 and 2007, rcspcctivciy, from the Packaging Services segment to
the Consumer Packaging segment.

The volume shortfalls were partiaiiy offset by increased seiiing prices
for converted products and the effect of favorable exchange rates. The
impact of lower volume, the majority ot which occurred during the
fourth quarter of the year, was fele throughout the segment, but most
significantly in North American and European tube and core oper-
ations. Exciuding the net impact of divestitures, volume in the segment
decreased by approximateiy 6%. Domestic sales decreased approx-
imateiy $25 million, or 3.0%, to approximateiy $800 million. Interna-
tional sales decreased approximateiy $12 million, or 1.4% to
approximateiy $875 million, with the lower decline reﬂecting the
benetit of a weaker dollar throughout much of the year.

Lower volumes and an unfavorable shift in the mix of business
hampered 2008 results. Productivity and purchasing initiatives aiong
with the impact of closing the paper facility in China favorably
impacted 2008 results. Somewhat offsetting these benefits were higher
energy, freight, material and labor costs that were not Fuiiy recovered
by seiiing price increases.



Significant capital spending included the modification of severa
Significant capital spending included the modif fseveral
paper machines, primariiy in the United States and Europc, and pro-
ductivity projects throughout the segment.

Packaging Services

(8 in millions) 2008 2007 % Change
Trade sales $501.4  $502.0 (0.1)%
Segment operating profits 285 435 (34.6)%
Dcprcciation, dcpiction and

amortization 11.0 11.0 (0.2)%
Capital spending 26 32 (17.1)%

Sales decreased siightiy as volume shortfalls and lower sciiing prices
were mostiy offset by afavorable impact from cxchangc rates and
added sales from a small acquisition. The sciiing price decreases were
primariiy the result of competitive bidding activity in the later half of
2007, the impacts of which were not fuiiy realized until 2008. Domes-
tic sales decreased to approximately $334 million, a 10.7% reduction,
while international sales increased to approximatciy $167 million, up
30.9%, primariiy asaresult of increased service center volume in
Poland.

The decrease in segment operating profits was attributable to
lower sciiing prices and volume decreases in point—of—purchasc and ful-
fillment operations. In addition, lower capacity utilization ncgativciy
impactcd productivity. Aithough service center volume incrcascd, it
had very licdle impacton profits as these sales were ona pass—through
basis with no signiﬁcant additional gross margin.

Capitai spcnding included capacity expansion in Europc aswell as
numerous productivity and customer dcvciopmcnt projects in the

United States and Europe.

All Other Sonoco

(8 in millions) 2008 2007 % Change
Trade sales $359.9  $371.1 (3.0)%
Operating profits 444 514 (13.6)%
Dcprcciation, dcpiction and

amortization 10.7 118 (9.8)%
Capital spending 8.1 159 (48.9)%

Sales for All Other Sonoco decreased on lower volumes in molded
piastics, protective packaging and wire and cable reels, which were
partialiy offset by sciling price increases and the effect of favorable
cxchangc rates. Domestic sales were approximatciy $282 million,
down 4.1% from 2007, and international sales were approximatciy $78
million, an increase of 1.2%.

Operating profits in All Other Sonoco decreased due to volume
declines and an unfavorable shift in the mix of business, partialiy offset
by manufacturing productivity and purchasing initiatives. Through
highcr sciiing prices, the Company was able to recover increases in raw
material costs but not highcr costs of energy, frcight and labor.

Capitai spcnding included investing in productivity and customer
dcvclopment projects in the United States, Europc and Asia for

molded and extruded piastics, protective packaging and wire and cable
reels.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Managcmcnt)s discussion and anaiysis of the Company’s financial
condition and results ofoperations are based upon the Company’s
Consolidated Financial Statements, which have been prepared in
accordance with accounting principics gencraiiy acccpted in the
United States (US GAAP). The preparation of financial stacements in
conformity with US GAAP requires management to make estimates
and assumptions that affect the rcportcd amounts of assets, liabilities,
revenues and expenscs, and the disclosure of contingent assets and
liabilities. The Company evaluates these estimates and assumptions on
an ongoing basis, inciuding but not limited to those related to
inventories, bad debts, derivatives, income taxes, intangibic assets,
restructuring, pension and other postretirement benetits, environ-
mental liabilities and contingencies and iitigation. Estimates and
assumptions are based on historical and other factors believed to be
reasonable under the circumstances. The results of these estimates may
form the basis of the carrying value of certain assets and liabilities and
may not be rcadily apparent from other sources. Actual results, under
conditions and circumstances different from those assumed, may dit-
ter from estimates. The impact ofand any associated risks related to
estimates, assumptions and accounting poiicics are discussed in Man-
agement’s Discussion and Analysis of Financial Condition and Results
of Operations, as well as in the Notes to the Consolidated Financial
Statements, if appiicabic, where such estimares, assumptions and
accounting poiicies affect the Company)s rcported and cxpcctcd
financial results.

The Company believes the accounting poiicies discussed in the
Notes to the Consolidated Financial Statements included in Item 8 of
this Annual Report on Form 10-K are critical to understanding the
results of its operations. The foilowing discussion represents those
poiicics that involve the more signiﬁcant judgmcnts and estimates used
in the preparation of the Company’s Consolidated Financial State-
ments.

Impairment of Long-lived, Intangible and Other
Assets

Assumptions and estimates used in the evaluation of potentiaJ
impairment can resultin adj ustments affccting the carrying values of
iong—iivcd, intangiblc and other assets and the recognition of impair-
ment expense in the Company’s Consolidated Financial Starements.
The Company evaluates its iong—iivcd assets (propcrty, piant and
cquipmcnt), definite-lived intangibic assets and other assets (inciuding
notes receivable and cquity investments) for impairment whenever
indicators of Impairment exist, or when it commits to sell the asset. If
the sum of the undiscounted cxpcctcd tuture cash flows froma iong—
lived asset or definite-lived intangibic asset group is less than the carry-
ing value of that asset group, an assct impairment chargc is recognizcd.
Kcy assumptions and estimates used in the cash flow model gcneraiiy
include price levels, sales growth, proﬁt margins and asset life. The
amount of an impairment chargc, if any, is calculated as the excess of
the asset’s carrying value over its fair value, gcneraiiy rcprcscntcd by the
discounted future cash flows from that asset or, in the case of assets the
Company evaluates for sale, as estimated procccds less costs to sell.
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The Company takes into consideration historical data and experience
together with all other relevant information available when estimating,
the fair values of its assets. However, fair values that could be realized in
actual transactions may ditfer from the estimates used to evaluate
impairment. In addition, changes in the assumptions and estimates
may result in a different conclusion regarding impairment.

Impairment of Goodwill

Inaccordance with US GAAP, the Company evaluates its good-
will for impairment annuaiiy and whenever events happen or circum-
stances change that would make it more iikeiy than not that
impairment may have occurred. If the carrying value ofa reporting
unit’s goodwiii exceeds the impiied fair value of that goodwiii, an
impairment charge is recognized for the excess.

The Company’s reporting units are one level below its opcrating
segments, as determined in accordance with applicable US GAAP.
The Company uses a discounted cash flow model to estimate the fair
value of its reporting units with consideration given to market and
trading muitipies. The Company’s model discounts future cash flows,
forecasted overa ten-year period, with an estimated residual growth
rate. In order to project and discount the future cash flows associated
with each reporting unit, the Company must make a number of
assumptions and estimates. In addition to the assumed discount and
residual growth rates, these assumptions and estimates include future
market size and market share, sales volumes and prices, costs to pro-
duce, wori(ing capitaJ changes, capitai spending requirements and the
impact ofcurrency exchange rates. When estimating the fair values of
its reporting units, the Company’s analysis takes into consideration
historical data and experience together with all other relevant
information available. However, because the anaiysis is an estimate, fair
values that could be realized in actual transactions may ditfer from
those used to evaluate the impairment of goodwiii. In addition,
changes in the underlying assumptions and estimates may resultina
different conclusion regarding impairment.

The Company compieted its annual goodwiii impairment testing
during the third quarter 0f2009. Based on the results of that evalua-
tion, the Company concluded that there was no impairment of good—
will for any ofits reporting units. For testing purposcs, the fair values of
the Company’s reporting units were estimated based on projections of
tuture years’ operating results and associated cash flows. Due to vol-
ume declines associated with the economic recession, recent annual
cash flow run rates for a number of the Company’s reporting units
would not be sufficient to support the carrying values of their goodwiii.
In its annual evaluation of goodwiii, management projected that these
units would experience sustainable recoveries in volumes and cash
tlows over the next few years in conjunction witha generai economic
recovery. Given the improved economic environment since the time
of the evaluation, management believes this assumption continues to
be reasonable, if not highiy iii{eiyi

Reporting units with significant goodwiii whose results need to
show improvement beyond that expected froma recovery in the gen-
eral economy to assure that there will not be a future impairment
include Matrix Packaging, Molded Plastics, and Tubes & Cores/
Paper - Europe. In addition, the Company’s Australian Rigid Paper

Containers unit will need to show signiﬁcant improvement from cur-
rent performance levels. While the giobai economic recession has
impacted cach of these units, it has had a more signiiicant impacton
the operating results of Tubes & Cores/Paper - Europe and Molded
Plastics. If the Company’s assessment of the relevant facts and circum-
stances changes, economic conditions fail to improve, or actual per-
formance in any of these reporting units talls short of expected results,
noncash impairment charges may be required. Total goodwiii asso-
ciated with Matrix Packaging, Tubes & Cores/Paper - Europe,
Molded Plastics, and Rigid Paper Containers — Australia was approx-
imately $127.6 million, $108.9 million, $41.9 million, and $5.4 million,
respectiveiy at December 31, 2009.

Matrix Packaging manufactures blow-molded piastic containers
primariiy for use in nonfood appiications. Matrix Packaging was
acquired in May 2007 tobea growth piatform for the Company and
to expand the Company’s operations into the health and beauty mar-
ket. Since that time, the Company has continued to invest signiiicantiy
in the organic growth of the business. Growth is expected to be driven
by new business wins from key nonfood customers and expansion into
more food-based appiications. In the annual evaluation ofgoodwiii
impairment, the estimated fair value of Matrix Packaging exceeded its
carrying value by approximateiy $58 million, or 25%.

Molded Plastics designs and manufactures, using injection mold-
ing and extrusion technoiogies, various consumer food and food serv-
ice products, medical devices and disposabies and various industrial
products used primariiy in the textile, wire and cable, fiber optics, filera-
tion and automotive industries. Sales growth back to pre-recession
levelsis forecast over the next three years on improvements in those
markets hard-hit by the economic downturn. Partiaiiy through
restructuring activities, tixed costs are expected to decrease, which,
when combined with the resurgence of volume, is expected tolead to
margins exceeding pre-recession levels. In the annual evaluation of
goodwiii impairment, the estimated fair value of Molded Plastics
exceeded its carrying value by approximateiy $12 million, or 14%.

Tubesand Cores/Paper - Europe manufactures tubes and cores,
using internaiiy produced recycied paperboard, forsale toa variety of
industrial industries throughout Europe. Any paperboard not used
internaiiy is sold to third partics. Hard-hic by the giobai recession, tube
and core volume declined approximateiy 13%in 2009 from the pre-
vious year. Management feels that sales will graduaiiy return to
pre-recession levels with growth coming from both western European
countries as well as frontier countries, such as Russia, Estonia and
Poland. Margins are expected to siowiy increase from the low level
experienced in 2009. In the annual evaluation of goodwiii impairment,
the estimated fair value of Tubes and Cores/Paper - Europe exceeded
its carrying value by approximateiy $81 million, or 28%.

During the time subsequent to the annual evaluation and at
December 31,2009, the Company considered whether any events
and/or changes in circumstances had resulted in the likelihood that
the goodwiii oi-any ofits reporting units may have been impaired. Asa
result ofbidding activity conducted in the fourth quarter by amajor
customer of the Global Services unit, the Company expects to lose a
significant portion of that customer’s business in 2010. Further,
another of the unit's customers notified the Company ofits intention



to consolidate its business under a different vendor beginning in2011.
In response to these developments, the Company reevaluated the
goodvvill and intangibles of this unit for impairment during the fourth
quarter and concluded no impairment had occurred. The Company’s
reevaluation indicated the estimated fair value of the Global Services
unit exceeded its carrying value by approximately $51 million, or 22%.
Based on management’s evaluation of future projects and other
opportunities, the Company expects new business will oftset a sig-
nificant portion of the lost business. If the Company’s assessment of
the relevant facts and circumstances changes, economic conditions fail
to improve, or actual performance falls short of expected results, non-
cash impairment charges may be required. Total goodvvill associated
with Global Services was approximarely $150.1 million at

December 31, 2009.

Holding the other valuation assumptions constant, a downward
shift in projected opcrating prolits across all future periods in Matrix
Packaging, Tubes and Cores/Paper - Europe, Molded Plastics and
Global Services in excess of 24%, 24%, 11% and 31%, respectively,
would indicate that the carrying value of the respective business unit
may be in excess of fair value. The future operating, performance of
these units is dependent upona number of variables which cannot be
predicted with certainty.

Income Taxes

The Company records an income tax valuation allowance when
the realization of any deferred tax assets, net operating losses and capi-
tal loss carryforwards is not likely. Deferred tax assets generally repre-
sent expenses recognized for financial reporting purposcs, which will
result in tax deductions over varying tuture periods. Certain judg~
ments, assumptions and estimates may affect the amounts of the valu-
ation allowance and deferred income tax expense in the Company)s
Consolidated Financial Statements.

For those tax positions where it is more likely than not that a rax
benetit will be sustained, the Company has recorded the largest
amount of tax benefit with a greater than 50% likelihood oi-being real-
ized upon ultimate settlement with a taxing autliority l'iaving tull
knowledge ot all relevant information. For those positions not meeting
the more—likely—than«not standard, no tax benefit has been recognized
in the financial statements. Associated interest has also been recog-
nized, where applicable.

The estimate for the potential outcome for any uncertain tax issue
is highly judgmental. The Company believes it has adequately provided
for any reasonably foresecable outcome related to these matters.
However, future results may include favorable or unfavorable adjust—
ments to estimated tax liabilities in the period the assessments are
made or resolved or when statutes of limitations on potential assess-
ments expire. Additionally, the jurisdictions in which carnings or
deductions are realized may differ from current estimates. As a result,
the effective tax rate may fluctuate signilicantly.

Stock-based Compensation Plans

The Company utilizes share-based compensation in the form of
stock options, stock appreciation rights, restricted stock units and
other share-based awards. Certain awards are in the form of contingent
stock units where both the ultimate number of units and the vesting

period are performance based. The amount and timing ofcompensa—
tion expense associated with these performance«based awards are
based on estimates regarding tuture performance using measures
defined in the plans. In 2009, the performance measures consisted of
Earnings per Share and Return on Net Assets Employed. Changes in
estimates regarding the future achievement of these performance
measures may resultin signiiicant fluctuations from period to period in
the amount oi'compensation expense reflected in the Company’s
Consolidated Financial Statements.

The Company uses a binomial option-pricing model to determine
the grant date fair value of its stock options and stock appreciation
rights. The binomial option-pricing model requires the input of sub-
jective assumptions. Management routinely assesses the assumptions
and methodologies used to calculate estimated fair value of share-
based compensation. Circumstances may change and additional data
may become available over time that results in cl'ianges to these
assumptions and methodologies, which could materially impact fair
value determinations.

Pension and Postretirement Benefit Plans

The Company has signiﬁcant pension and postretirement benetic
costs that are developed from actuarial valuations. The actuarial valu-
ations employ l<ey assumptions, which are particularly important when
determining the Company’s projected liabilities for pension and other
postretirement benefits. The key actuarial assumptions used at
December 31,2009, in determining the projected benefit obligation
and the accumulated benefit obligation for US. retirement and retiree
health and life insurance plans include: a discount rate of 5.77%,5.49%
and 5.08% for the qualified retirement plan, non«qualilied retirement
plans, and retiree health and life insurance plan, respectively; an
expected long—term rate of return on plan assets of 8.5%; and a rate of
compensation increase ranging from 4.46% to 6.50%. Weighted aver-
age discount rates of 6.48%, 6.49% and 6.19% were used to determine
net periodic benetit cost for 2009 for the qualified retirement plan,
non—qualified retirement plans, and retiree health and life insurance
plan, respectively.

The Company adjusts its discount rates at the end of each fiscal
year based on yield curves ofl'iigh«quality debt instruments over dura-
tions that match the expected benefit payouts of each plan. The
expected rate of return assumption is derived by taking into consid-
eration the targeted plan asset allocation, projected tuture returns by
asset class and active investment management. A third party assct
return model was used to develop an expected range of returns on plan
investments overa 12 to 15 year period, with the expected rate of
return selected from a best estimate range within the total range of
projected results. The Company periodically rebalances its plan asset
portfolio in order to maintain the targeted allocation levels. The rate of
compensation increase assumption is generally based on salary and
incentive increases. A key assumption for the U.S. retiree health and
life insurance plan is a medical trend rate beginning at 9.3% for post-age
65 participants and trending down to an ultimate rate of 6.0% in 2014.
The ultimate trend rate of 6.0% represents the Company’s best esti-
mate of the long—term average annual medical cost increase over the
duration of the plan’s liabilities. It provides for real growtl'i in medical
costs in excess of the overall inflation level.
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During 2009, the Company recorded rotal pension and postretire-
ment benefit expenses of approximatciy $77.2 million, comparcd with
$26.3 million during 2008. The 2009 amountis net of $60.5 million of
expectcd returns on pian assets at the assumed rate of 8.5%, and
includes interest cost of $76.9 million ata Weightcd~avcragc discount
rate of 6.56%. The 2008 amount is net of $91.7 million of expected
returns on pian assets at the assumed rate of 8.5%, and includes interest
cost of $78 3 million ata wcigiitcd«avcrage discount rate of 6.28%.
During 2009, the Company made contributions to pension pians of
$113.2 million and postretirement plans of approximately $1.4 million.
The contribution amount varies from year to year dcpcnding on fac-
tors inciuding asset market values and interest rates. Aithough these
contributions reduced cash flows from operations during the year, thcy
did not have an immediate signiﬁcant impact on pension expense.
Cumulative net actuarial losses were approximatciy $519 million ac
December 31,2009, and are primariiy the result of poorasset perform—
ance in 2008 and from 2000 through 2002. The amortization period
for losses/ gains is approximately 11 years for the portion outside the
10% corridor as defined by U.S. GAAP, except for curtailments, which
may result in accelerated income or expense.

Other assumptions and estimates impacting the projectcd
liabilities of these pians include inflation, participant withdrawal and
mortality rates and retirement ages. The Company annuaiiy reevalu-
ates assumptions used in projecting the pension and postretirement
liabilities and associated expense. These judgmcnts, assumptions and
cstimates may affect the carrying value of pension and postretirement
pian net assets and liabilities and pension and postretirement pian
expenses in the Company’s Consolidated Financial Statcements. The
sensitivity to changes in the critical assumptions for the Company’s

us. pians as of December 31,2009 is as follows:

Projected Benefit - Annual Expense

Assumption Percentage Point -O/I/Z;{///Z[/WZ I {zg/,w/
(8 in millions) Change Higher/(Lower) (Lower)
Discount rate -25 pts $30.0 $2.9
Expcctcd return

on assets -25 pts N/A $14

See Note 12 to the Consolidated Financial Statements for addi-
tional information on the Company’s pension and postrctircmcnt

pi?ll’lSr

RECENT ACCOUNTING PRONOUNCEMENTS

Information regarding recent accounting pronouncements is pro-
vided in Note 18 of the Consolidated Financial Statements included
in [tem 8 of this Annual Reporton Form 10-K.

ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Information rcgarding market risk is provicied in this Annual
Report on Form 10-K under the following items and captions:
“Conditions in forcign countries where the Company opcrates may
reduce carnings” and “Foreign exchange rate fluctuations may reduce
the Company’s carnings” in Item 1A = Risk Factors; “Risk Manage-
ment in [tem 7 - Management's Discussion and Analysis of Financial
Condition and Results of Operations; and in Note 8 to the Con-
solidated Financial Statements in [tem 8 - Financial Statements and

Suppicmcntaiy Data.

ITEM 8. FINANCIAL STATEMENTS
AND SUPPLEMENTARY DATA

The Consolidated Financial Statements and Notes to the Con-
solidated Financial Statements are provided on pages F-1 through
F-29 of this report. Selected quartcriy tinancial dara is providcd in

Note 19 to the Consolidated Financial Statements included in this

Annual Report on Form 10-K.



Report of Independent Registered Public Accounting Firm

TO THE SHAREHOLDERS AND DIRECTORS
OF SONOCO PRODUCTS COMPANY:

Inour opinion, the consolidated financial statements listed in the
index appearing under Ieem 15(a)(1) present fairly, in all maerial
respects, the financial position of Sonoco Products Company and its
subsidiaries at December 31,2009 and 2008, and the results of their
operations and their cash flows for each of the three years in the pcriod
ended December 31,2009 in conformity with accounting principlcs
generally accepted in the United States of America. Also in our opin-
ion, the Company maintained, in all material respects, cffective internal
control over financial reporting as of December 31,2009, based on
criteria established in Znternal Comm/—[m‘rgmled Framework issued by
the Committec of Sponsoring Organizations of the Treadway
Commission (COSO). The Company’s management is responsible
tor these financial statements, for maintaining etfective internal control
over tinancial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in Managcment’s
Report on Internal Control Over Financial Reporting appearing
under [rem 9A. Our responsibility is to express opinions on these
financial statements and on the Company)s internal control over
financial reporting based on our intcgratcd audits. We conducted our
audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards
require that we pian and pcrform the audits to obtain reasonable assur-
ance about whether the financial statements are free of material mis-
statement and whether effective internal control over financial
reporting was maintained in all material respects. Our audits of the
tinancial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and signiﬁcant estimates made
by management, and cvaluating the overall financial statement pre-
sentation. Our audit of internal control over financial reporting
included obtaining an undcrstanding ofinternal control over financial
reporting, assessing the risk that a material weakness exists, and testing
and cvaluating the dcsign and operating etfectiveness of internal con-
trol based on the assessed risk. Our audits also included pcrforming
such other procedurcs as we considered necessary in the circum-
stances. We believe that our audits providc areasonable basis for our
opinions.

A company’s internal control over financial reporting is a process
dcsigncd to provide reasonable assurance rcgarding the rcliabi[ity of
financial reporting and the preparation of financial statements for
external purposes in accordance with gcncraﬂy acccptcd accounting
principics. A company’s internal control over financial reporting
includes those policics and proccdurcs that (i) pertain to the main-
tenance of records that, in reasonable detail, accuratcly and fairly reflect
the transactions and dispositions of the assets of the company;

(ii) providc reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance
with gcncrally acccptcd accounting principles, and that receipts and
expcnditurcs of the company arc bcing made only in accordance with
authorizations of management and directors of the company; and
(i) providc reasonable assurance rcgarding prevention or timc[y
detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections
ofany evaluation of effectiveness to future pcriods are subjcct to the
risk that controls may become inadcquatc because of changes in con-
ditions, or that the dcgrcc ofcompiiancc with the policics or proce-
dures may deteriorate.

friceunrerposeCoopens L LP

Charlotte, North Carolina
Fcbruary 26,2010
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Consolidated Balance Sheets

Sonoco Products Company

(Dollars and shaves in thousands)

At December 31 2009 2008
Asscts
Current Assets
Cash and cash cquivalents $ 185245 $ 101,655
Trade accounts receivable, net of allowances of $10,978 in 2009 and $9,269 in 2008 428293 392,171
Other receivables 35,469 46,827
Inventories
Finished and in process 114,652 125,200
Materials and supplies 173,876 188,969
Prepaid expenses 33,300 50,259
Deferred income taxes 25,738 24909
996,573 929990
Property, Plant and Equipment, Net 926,829 973,442
Goodwill 813,530 782,983
Other Intangible Assets, Net 115,044 120,540
Long-term Deferred Income Taxes 57,105 132536
Other Assets 153,499 146,975
Total Assets $3,062,580  $3,086,466
Liabilitics and Equity
Current Liabilities
Payab]c to supplicrs $ 375,365 $ 353846
Accrued expenses and other 231,631 249,154
Accrued wages and other compensation 68,319 50,274
Notes payab]c and current portion oﬂong-tcrm debre 118,053 32,978
Accrued taxes 12,271 11,944
805,639 698,196
Long-term Debe 462,743 656,847
Pension and Other Postretirement Benefits 321,355 455,197
Deferred Income Taxes 30,571 50,450
Other Liabilities 61,642 51,258
Commitments and Contingencies
Sonoco Sharcholders’ Equity
Serial preferred stock, no par value
Authorized 30,000 shares
0 shares issued and outstanding as of December 31,2009 and 2008
Common shares, no par value
Authorized 300,000 shares
100,149 and 99,732 shares issued and outstanding
at December 31,2009 and 2008, rcspcctivc[y 7,175 7175
Capital in excess of stated value 421,632 404,939
Accumulated other comprehensive loss (310,469)  (454.679)
Retained carnings 1,248,043 1,205,540
Total Sonoco Sharcholders Equity 1,366,381 1,162,975
Noncontrolling Interests 14,249 11,543
Total Equity 1,380,630  1,174518
Tortal Liabilities and Equity $3,062,580  $3,086,466

The Notes beginning on page F-6 are an integral part of these financial statements.



Consolidated Statements of Income

Sonoco Products Company

(Dollars and shares in thousands except per share data)

Years ended December 31 2009 2008 2007
Net sales $3,597,331  $4,122.385  $4.039.992
Cost of sales 2,931,285 3398355 3,286,198
Gross profit 666,046 724,030 753,794
Selling, general and administrative expenses 386,459 374,396 409,719
Restructuring/ Asset impairment charges 26,801 100,061 36,191
Income before interest and income taxes 252,786 249573 307,884
Interest expense 40,992 53,401 61,440
Interestincome (2,427) (6,204) (9,182)
Income before income taxes 214,221 202376 255,626
Provision for income taxes 66,818 54,797 55,186
Income before equity in earnings of affiliaces 147,403 147579 200,440
Equity in carnings of affiliates, net of tax 7,742 9,679 11,586
Netincome 155,145 157,258 212,026
Less: Netincome/(loss) attributable to noncontrolling interests 3,663 (7,350) (2,130)
Net income attributable to Sonoco $ 151,482 $ 164608 $ 214,156
Weighted average common shares outstanding;

Basic 100,780 100,321 100,632

Assuming exercise of awards 249 665 1,243

Diluted 101,029 100,986 101,875
Per common share

Netincome attributable to Sonoco:

Basic $ 150 $ 164 $ 213
Diluted $ 150 $ 163 $ 2.10

Cash dividends $ 1.08 $ 107§ 1.02
Consolidated Statements of Comprehensive Income/(Loss)
Sonoco Products Company
(Dollars in thousands)
Years ended December 31 2009 2008 2007
Netincome $155,145 $ 157258  $212.026
Other comprehcnsive income/(loss):

Foreign currency translation adjustments 80,780  (144,612) 98482

Changes in defined benefit plans, net of rax 56,149  (194149) 58938

Change in derivative financial instruments, net of tax 8,526 (11,600) 524
Comprehensive income/(loss) 300,600  (193,103) 369,990
Less: Comprehensive income/(loss) attributable o noncontrolling interests 4,908 (10,406) 903
Comprehensive income/(loss) attributable to Sonoco $295,692  $(182,697) $369,087
The Notes beginning on page F-6 are an integral part of these financial statements.
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Consolidated Statements of Changes in Total Equity

Sonoco Products Company

Capitalin — Accumulated
Fxcessof Orther Non-
Total Common Shares SMM/ Comprehensive  Retained — controlling
(Dollars and shares in thousands) Equity Outstanding  Amount Value Loss Farnings Interests
January 1,2007 $1,240,114 100,550 $7175  $ 430,002 $(262305)  $1,044,196  $21,046
Netincome 212,026 214,156 (2,130)

Other comprehensivc income:

Translation gain 98,482 95,449 3,033
Defined benefic plan adjustmcntl 58,958 58,958
Derivative financial instruments! 524 524

Other comprehensive income 157,964 154,931 3,033
Cash dividends (102,658) (102,658)
Adjustment to initially apply FASB

Interpretation No. 48 (5.586) (5.586)

[ssuance of stock awards 59,832 1881 59,832

Shares repurchased (109,206) (3,000) (109,206)

Stock-based compensation 11,000 11,000

December 31,2007 $1,463,486 99431 $7,175  $391,628  $(107374)  $1,150,108  $21,949
Netincome 157,258 164,608 (7.350)

Other comprehensive loss:

Translation loss (144,612) (141,556) (3,056)
Defined benefit plan adjusement! (194,149) (194,149)
Derivarive financial instruments! (11,600) (11,600)

Other comprehensive loss (350,361) (347.305) (3,056)
Dividends (107,366) (107,366)
Adjustmcnt upon adoption ()fEmcrging

[ssues Task Force [ssue No. 06-10 (1,459) (1,459)
Adjustment to apply measurement date

provisions of FAS 158! (351) (331)

[ssuance of stock awards 9977 332 9977

Shares repurchased (843) (31) (843)

Stock-based compensation 4,177 4177

December 31,2008 $1,174518 99,732 $§7175  $ 404939  $(454,679)  $1205540  $11543
Netincome 155,145 151,482 3,663

Other comprehensive loss:

Translation gain 80,780 79.535 1,245
Defined benefit plan adjusement! 56,149 56,149
Derivative financial instruments! 8,526 8526

Other comprehensive income 145,455 144,210 1245
Dividends (108,979) (108,979)

Dividends paid to noncontroﬂing interests (2,202) (2,202)
[ssuance of stock awards 9316 468 9316

Shares repurchased (1,239) (51) (1,239)

Stock-based compensation 8,616 8,616

December 31,2009 $1,380,630 100,149 $7175  $ 421,632 $(310469)  $1248043  $14,249
! Net of tax

The Notes beginning on page F-6 are an integral part of these financial statements.



Consolidated Statements of Cash Flows

Sonoco Products Company

(Dollars in thousands)

Years ended December 31 2009 2008 2007
Cash Flows from Operating Activitics
Netincome $ 155,145  $ 157258 $ 212,026
Adjustmcnts to reconcile net income to net cash providcd by operating activitics
Financial asset impairment — 42,651 —
Restructuring-related asset impairment and pension curtailment 12,197 28995 16,684
Depreciation, depletion and amortization 173,587 183,034 181,339
Share-based compensation expense 8,616 4177 11,000
Equity in carnings of affiliates (7,743) (9.680)  (11,586)
Cash dividends from affiliated companies 5,563 7,632 8,435
Gain on disposition of asscts (14,731) (2,476) (838)
Pension and postretirement plan expense 81,380 30,756 38918
Pension and postretirement plan contributions (122,195)  (20,492) (11,647)
Tax effect ofnonquahﬁcd stock options 1,990 811 9,538
Excess tax bencfic of share-based compensation (1,030) (711) (9.317)
Netincrease (decrease) in deferred raxes 21,689 (18,844)  (31940)
Changc in assets and liabilities, net of effects from acquisitions, dispositions, and Forcign
currency adjustments
Trade accounts receivable (16,057) 58,627 19,458
Inventories 36,492 5017 (9.259)
Payablc to supplicrs 15,438 (62,614) 39,202
Prepaid expenses 7,393 (7.721) (1,304)
Accrued expensces 22233 (23,659) 27859
Income taxes payable and other income tax items 8,811 (1,041) (26258)
Fox River environmental reserves and insurance receivable (6,997) 38,415 25,150
Other assets and liabilities 9,207 (30,741)  (42,324)
Net cash providcd by operating activities 390,988 379,394 445,136
Cash Flows from Investing Activities
Purchase of property, plantand equipment (104,150)  (123114)  (169,444)
Cost of acquisitions, net of cash acquired (5,504) (5535)  (236263)
Proceeds from the sale of assets 19,909 19,758 23417
Net (increase) decrease in investment in affiliates and other (1,765) (1,293) 2,652
Net cash used by investing activities (91,510)  (110,184)  (379,638)
Cash Flows from Financing Activities
Proceeds from issuance of debe 24,103 39,102 39,041
Principal repayment of debt (45,256)  (118,115)  (40,364)
Net (decrease) increase in commercial paper borrowings (95,000) (74,000) 80,000
Net (decrease) increase in outstanding checks (2,568) 11,855 (798)
Cash dividends — common (107,887)  (1065558)  (102658)
Excess tax benefit of share-based compensation 1,030 711 9317
Shares acquired (1,239) (843)  (109,206)
Common shares issued 7,159 6,470 49,698
Net cash used by financing activities (219,658) (241378)  (74970)
Effects of Exchange Rate Changes on Cash 3,770 3,065 (6,268)
Increase (Decrease) in Cash and Cash Equivalents 83,590 30,897 (15,740)
Cash and cash cquivalents ac beginning of year 101,655 70,758 86,498
Cash and cash equivalents at end of year $ 185245 $ 101655 $ 70758
Supplemental Cash Flow Disclosures
Interest paid, net of amounts capitalizcd $ 34731 $ 43474 $ 50401
[ncome taxes paid, net of refunds $ 34,328 $ 73872 $103846

Prior year’s data have been reclassified to conform to the current year’s presentation.
The Notes beginning on page F-6 are an integral part of these financial statements.
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Notes to the Consolidated Financial Statements

Sonoco Products Company [dollars in thousands except per share data)

The following notes are an integral part of the Consolidated Finan-
cial Statements. The accounting principles followed by the Company

appear in bold type.

1. BASIS OF PRESENTATION

The Consolidated Financial Statements include the accounts
of Sonoco Products Company and its majority-owned subsidiaries
(the “Company” or “Sonoco”) after climination of intercompany
accounts and transactions. Investments in affiliated companies in
which the Company shares control over the financial and operating
decisions, but in which the Company is not the primary beneficiary,
arc accounted for by the equity method of accounting. Income
applicable to these equity investments is reflected in “Equity in
carnings of affiliates, net of tax” in the Consolidated Statements of
Income. The aggregate carrying value of equity investments is
reported in “Other Assets” in the Company’s Consolidated Balance
Sheets and totaled $99,940 and $89,856 at December 31,2009 and
2008, respectively.

Affiliated companies in which the Company helda significant
investment at December 31,2009, included:

Owner :s‘/_zz/) I[nterest
Pt'rmzmgf ar
&S

Entity December 31, 2009
RTS Packaging JVCO 35.0%
Cascades Conversion, Inc. 50.0%
Cascades Sonoco, Inc. 50.0%
Showa Products Company Led. 20.0%
Conitex Sonoco Holding BVI Led. 30.0%

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of
America (U.S. GAAP) requires management to make estimates
and assumptions thataffect the reported amount of assets and
liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Inaccordance with U.S. GAAP, the Company records revenue
when title and risk of ownership pass to the customer, and when
persuasive evidence of an arrangement exists, delivery has occurred
or services have been rendered, the sales price to the customer is
fixed or determinable and when collectibility is reasonably assured.
Certain judgments, such as provisions for estimates of sales returns
and allowances, are required in the application of the Company’s
revenue policy and, therefore, the results of operations in its Con-
solidated Financial Statements. Shipping and handling expenses
areincluded in “Cost of sales,” and freight charged to customers is
included in “Netsales” in the Company’s Consolidated Statements
of Income.

The Company’s trade accounts receivable are non-interest
bearing and are recorded at the invoiced amounts. The allowance
for doubtful accounts represents the Company’s best estimate of
the amount of probable credit losses in existing accounts receiv-
able. Provisions are made to the allowance for doubtful accounts at

such time that collection of all or part of a trade account receivable
is in question. The allowance for doubtful accounts is monitored
onaregular basis and adjustments are made as needed to ensure
that the account properly reflects the Company’s best estimate of
uncollectible trade accounts receivable. Trade accounts receivable
balances that are more than 180 days pastducare generally 100%
provided for in the allowance for doubtful accounts. Account
balances are charged offagainst the allowance for doubttul
accounts when the Company determines that the receivable will
not be recovered. One of the Company’s customers represented
approximately 11% and 12% of the consolidated trade accounts
receivable at December 31,2009 and 2008, respectively. Sales to this
customer accounted for approximately 12% of the Company's con-
solidated revenues in 2009, 2008 and 2007, and were primarily
reported in the Consumer Packaging and Packaging Services seg-
ments. No other single customer comprised more than 5% of the
Company’s consolidated revenues in 2009, 2008 or 2007.

The Company identifies its reportable segments based on the
level of detail reviewed by the chief operating decision maker, gross
profit margins, nature of products sold, nature of the production
processes, type and class of customer, methods used to distribute
products and nature of the regulatory environment. Of these fac-
tors, the Company believes that the most significantare the nature of
its products and the type of customers served.

Rescarch and development costs are charged to expensc as
incurred and include salaries and other directly related expenses.
Rescarch and development costs totaling $12,387in 2009, $15.888 in
2008 and $15,614 in 2007, are included in “Selling, general and admin-
istrative expeiises” in the Company’s Consolidated Statements of
Income.

2. ACQUISITIONS

The Company completed one acquisition during 2009 atan
aggregate cost of $5,004 in cash plus contingent consideration esti-
mated at $2,208. This acquisition consisted of the injection molded
plastics spools and reels assets and business of EconoReel Corporation
of Logan, Utah, and additional manufacturing asscts of Southern Reel,
asubsidiary of EconoReel. The acquisition of this business is expected
to generate annual sales ofapproximately $7,000 and will be included
in All Other Sonoco. In conjunction with this acquisition, the Com-
pany recorded identifiable intangibles of $3,250, goodwill of $2.504,
tangible assets of $1,458, and the contingent purchase liability of
$2.208. Also in 2009, the Company recorded $500 of additional
goodwill related to the payment ofcontingent consideration on its
2008 acquisition of Amtex Packaging, Inc.

The Company completed two acquisitions during 2008 atan
aggregate cost of $5,535 in cash. These acquisitions consisted of
Amtex Packaging, Inc. a packaging fulfillment company included in
the Packaging Services segment, and VoidForm International Led., a
Canada-based construction tube business included in the Tubes and
Cores/ Paper segment. The acquisition of these businesses is expected
to generate annual sales ofapproximately $6,000. In conjunction with
these acquisitions, the Company recorded identifiable intangibles of

$4,890, goodwill of $179, and other net tangible assets of $466.



The Company complctcd four acquisitions during 2007,and
purchased the remaining 51.1% interest of its AT-Spiral Oy joincven-
ture, a Europcan manufacturer of tubes and cores, atan aggregate cost
0f $236,263, all of which was paid in cash. In connection with these
acquisitions, the Company recorded fair value of identified intangiblcs
totaling $49.565, goodwill of $126,856 (none of which is expected to
be tax deductible) and other net tangjble assets of $59.842. Acquis-
itions in the Consumer Packaging segment included Matrix Pack-
aging, Inc., a manufacturer ofcustom«dcsigncd blow molded rigid
plastic containers and injection molded products with operations in
the United States and Canada, and the fiber and plastic container
business of Caraustar Industries, Inc. in the United States. Additional
acquisitions in 2007 consisted of a small tube and core business in
Mexico, which is included in the Tubes and Cores/Paper segment,
and a small protective packaging business in the United States, which is
included in All Other Sonoco.

The Company has accounted for these acquisitions as purchascs
and, accordingly, has included their results ol-opcrations in the
Company’s consolidated statements of net income from the
respective dates ol-acquisitioni Pro forma results have not been pro-
vided, as the acquisitions were not material to the Company’s tinancial
statements individually, orin the aggregate, in any singlc year.

3. RESTRUCTURING AND ASSET IMPAIRMENT

The Company accounts for costs associated with exit or dis-
posal activities under U.S. GAAP, whcrcby exit costs are recog-
nized when the liability isincurred. If assets become impaircd asa
result of a restructuring action, the assets are written down to fair value,
less estimated costs to sell, if applicablc. A number ol-significant esti-
mates and assumptions are involved in the determination of fair value.
The Company considers historical experience and all available
information at the time the estimates are made; however, the amounts
thatare ultimately realized upon the sale of divested assets may ditfer
from the estimated fair values reflected in the Company’s Con-
solidated Financial Statements.

The Company has engaged in a number of restructuring actions
over the past several years. Actions initiated in 2009, 2008 and 2007 are
reported as 22009 Actions,” 2008 Actions” and 2007 Actions,”
respectively. The Company has two formal restructuring plans thacare
still active, although both were substantially complctc at December 31,
2009. These are reported as “Earlier Actions.” Following are the total
restructuring and asset impairment chargcs, netof adjustmcnts,

rccognizcd by the Company during the pcriods prcscntcd:

Year Ended December 31
2009 2008 2007

Rcstructuring/ Assetimpairment:

2009 Actions $ 28,629 $ — 3 —
2008 Actions 8218 38235 —
2007 Actions (10,739) 15807 19638
Earlier Actions 693 3368 16553
Financial Asset Impairment — 42651 —

Restructuring/ Asset impairment
$ 26,801 $100,061 $ 36,191
(8,458) (34,158) (10.8335)

charges
Income tax benefit
Equity method investments, net of
tax 908 — —
Impact of Noncontrolling

(4102)  (64)

Interests, net of tax 3,787

Total impact of Rcstructuring/
Asset impairment chargcs, net

of tax $23038 $ 61801 $ 25292

Rcstructuring and asset impairment chargcs are included in
“Restructuring/ Asset impairment charges” in the Consolidated
Statements of Income, except for restructuring and asset impairment
chargcs related to cquity method invesements, which are included in
“Equity in carnings of affiliates, net of tax.”

The Company expects to recognize future additional costs total-
ing approximatcly $5,100 in connection with prcviously announced
restructuring actions. The Company believes that the majority of these
chargcs will be incurred and paid by the end 0f 2010. The Company
continually evaluates its cost structure, including its manufacturing
capacity, and additional restructuring actions may be undertaken.
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2009 Actions

During 2009, the Company initiated closures in its Tubes and
Cores/Paper segmentincluding a paper mill in the United States and
five tube and core plants — three in the United States, one in Europe,
and onc in Canada. The Company also initiated the closures of two
rigid paper packaging plants in the United States (part of the
Consumer Packaging segment), a fulfillment service center in Ger-
many (part of the Packaging Services scgmcnt), amolded plastics
facility in the United States (part of All Other Sonoco) and awooden
reel facility in the United States (part of All Other Sonoco). Also dur-
ing 2009, the Company sold a small Canadian recovered paper
brokcragc business. Net sales associated with this business were
approximatcly $7,000 through the date of the sale. In addition to the
plant closures, the Company has continued to i‘caiign its fixed cost
structure resulting in the elimination ofapproximatciy 225 positions in
2009.

Below is a summary of 2009 Actions and related expenses by type
incurred and estimated to be incurred through the end of the
restructuring initiative.

Total
Incurredto  Estimated

2009 Actions Date Total Cost
Severance and Termination Benefits

Tubesand Cores/Paper segment $135525 $13.875

Consumer Packaging segment 2,045 2295

Packaging Services segment 1,432 1,432

All Other Sonoco 1,238 1,238

Corporate 665 665
Asset Impairment/Disposal of Assets

Tubesand Cores/Paper segment 6,383 6,383

Consumer Packaging segment 556 556

Packaging Services segment 7 7

All Other Sonoco 303 303
Other Costs

Tubesand Cores/Paper segment 1916 3971

Consumer Packaging segment 79 1,054

Packaging Services segment 145 195

All Other Sonoco 335 370
Total Charges and Adjustments $28.629 $32,344

The foliowing table sets forth the activity in the 2009 Actions
restructuring accrual included in *Accrued expenses and other” on the
Company’s Consolidated Balance Sheets:

Severance Asset
and — Impairment/

2009 Actions Termination  Disposal -~ Other

Accrual Activity Bmcﬁ;ﬁr (1/ Assets — Costs— Total
Liabilicy, December 31,2008~ $ — ¢ - $ =5 —
2009 charges 19,180 8,025 2475 29,680
Adjustments (275) (776) —  (L051)
Cash receipts/(payments) (10227) 2775 (2467)  (9919)
Assetwrite downs/disposals — (10,024) —  (10,024)
Forcign currency translation 147 — 3 150
Liability, December 31,2009 $ 8.825 $ — $ 11 $ 8836

Proceeds of $2.775 were received from the disposal of a Canadian
recovered paper brokerage business. The net book value of property,
plantand equipment written off against the sales proceeds totaled
$125. Also written off was associated goodwill totaling $1.643. The
rcsulting gain of $1,007 is included under 2009 chargcs” in the table
above.

The Company expects to pay the majority of the remaining 2009
Actions restructuring costs by the end 0f 2010 using cash gcncratcd
from operations.

2008 Actions

During 2008, the Company initiated the following closures in its
Tubesand Cores/Paper segment: ten tube and core plants, three in
the United States, three in Canada, two in the United Kingdom, one
in Spain, and onc in China; two paper mills, one in the United States
and onc in Canada; and a specialty paper machine in the United States.
In addition, closures were initiated of four rigid packaging plants in the
United States (part of the Consumer Packaging segment) and two
fulfillment centers in the United States (part of the Packaging Services
segment). The Company also realigned its fixed cost structure resule-
ingin the permanent climination of approximatciy 125 salaried posi-
tions.

Belowisa summary of the 2008 Actions and related expenses by
type incurred and estimated to be incurred through the end of the
restructuring initiative.

Year Ended

2008 Actions 2009 2008

Total  Estimated
Incurred — Total
10 Date Cost

Severance and Termination

Benetits
Tubes and Cores/Paper
segment $3,036 $ 8221 $11257  $11407
Consumer l)ackaging
segment (375) 4102 727 3727
Packaging Services segment 87 1,368 1,455 ;
All Other Sonoco — 563 563 563
Corporate 106 1,734 1,840 1,840
Asset Impairment/Disposal of
Assets
Tubes and Cores/Paper
segment 57 10949 11,006 11,006
Consumer Packaging
segment 126 4706 4832 4832
Packaging Services scgment (365) 365 — —
Other Costs
Tubes and Cores/Paper
segment 4,606 5245 9851 10,386
Consumer Packaging
segment 925 974 1,899 1,899
Corporate 15 8 23 23
Total Charges and
Adjustments $8,218 $38235 $46453  $47.638




The foiiowing table sets forth the activity in the 2008 Actions
restructuring accrual included in “Accrued expenses and other” on the
Company’s Consolidated Balance Sheets:

Severance Asset
and Impairment/

2008 Actions Termination  Disposal -~ Other
Accrual Activity Benefits of Assets Costs Total
Liability, December 31,

2007 $ — $ — % -3 —
2008 charges 15,988 16020 6227 38235
Cash receipts/(payments) (3992) 219 (1943) (5716)
Assct write downs/disposals — (16239) — (16239)
Forcign currency translation (103) — — (103)
Pension curtailment/

settlement — —  (3927) (3927)
Liability, December 31,

2008 $11893  § — $ 357 $12250
2009 charges 3226 792 5649 9,667
Adjustments (372) (974)  (103) (1449)
Cash reccipes/(payments) (12,692) 1,149 (4242) (15785)
Assctwrite downs/disposals — (967) — (967)
Forcign currency translation 185 — (6) 179
Pension curtailment/

settlement — — (941)  (941)
Liability, December 31,

2009 $ 2240 $ — $ 714$ 2954

Other Costs in the Tubes and Cores/Paper segment include settle-

ment charges of $941 related to a defined benefit pension plan main-
tained for the houriy union cmployecs of the Canadian paper mill.
During 2009, the Company received proceeds of $1,149 from the sale
ofa building ata tube and core operation in Canada. The resuiting gain
of $974 s shown under “Adjustments” in the table above.

During the years ended December 31,2009 and 2008, the Com-
pany also recorded noncash, after-tax offsets in the amounts of $18 and
$1,131, respcctiveiy, toreflecta minority interest holder’s portion of
restructuring costs that were charged to expense.

The Company expects to pay the majority of the remaining Other
2008 Actions restructuring costs by the end of2010 using cash gen-

crated from operations.

Other 2007 Actions

In 2007, the Company initiated the closures of the foiiowing oper-
ations: a metal ends piant in Brazil (Consumer Packaging segment), a
rigid packaging plant in the United States (part of the Consumer
Packaging segment). a paper mill in China (part of the Tubes and
Cores/Paper segment), a molded plastics plant in Turkey (part of All
Other Sonoco), and a point-of-purchase display manufacturing plant
in the United States (part of the Packaging Services segment).

Belowisa summary of the Other 2007 Actions and related
expenses by type incurred, and estimated to be incurred, through the
end of the restructuring initiative.

; Total  Estimated
var Ended December 31, Incurved  Total

2007 Actions 2009 2008 2007

toDate  Cost

Severance and
Termination
Benefits
Tubesand Cores/

Papersegment  $ 5108 6908 % 11485 8566 8 8566
Consumer

Packaging

segment — 653 874 1527 1527
Packaging Services

segment (7) 270 134 397 397
All Other Sonoco — — 36 36 36

Asset Impairment/
Disposal of Assets
Tubesand Cores/

Papersegment  (11,682)  (845) — (12527) (12527)
Consumer

Packaging

segment 24 5181 16348 21553 21553
All Other Sonoco — (61) 3597 536 536

Other Costs
Tubesand Cores/

Paper segment 291 604 — 895 995
Consumer
Packaging
segment
All Other Sonoco
Total Charges and

Adjustments

125 3097 273 3495 3495
— — 228 228 228

$(10,739)$15.807 $19.638 $ 24706 $ 24,806
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The following table sets forth the activity in the 2007 Actions
restructuring accrual included in “Accrued expenses and other” on the
Company’s Consolidated Balance Sheets:

Severance Asset
and Impairment/

2007 Actions Termination  Disposal - Other
Accrual Activity Benefits of Assets Costs Total
Liability, December 31,

2007 $ 1,165 $ — % 230 % 139
2008 charges 7974 10067 3704 21745
Adjustments (143) (5,792) (3)  (5938)
Cash reccipes/(payments) (7513) 14671 (3920) 3238
Assctwrite downs/disposals - (18,946) — (18946)
Foreign currency translation 262 — (11) 251
Liability, December 31,

2008 $ 1745 $ — $ —$ 1745
2009 charges 510 24 416 950
Adjustments 7) (11,682) — (11,689)
Cash receipts/(payments) (2,196) 11,682 (416) 9,070
Asset write downs/disposals — (24) — (24)
Forcign currency translation (7) — — (7)
Liability, December 31,

2009 $ 45 $ - $ -3 45

Sales proceeds of $14.671, net of commissions, were received in
December 2008 related to the sale of the Company’s paper mill in
China. At the time these proceeds were received, the book value of
property, plant and equipment and land use riglits (an intangil)lc assct)
was written off. The remaining sales proceeds totaling $11,.211 were
received during 2009, the full amount of which is reflected as a net gain
under “Adjustments”in the table above. At the time of the sale, the
Company believed collcctil)ilitywas uncertain. As a rcsult, procccds
from this transaction were recorded on a cash basis and gains recog-
nized only to the extent that cash collected exceeded the book value of
the assets sold.

During the years ended December 31,2009, 2008 and 2007, the
Company also recorded non-cash, after-tax offsets in the amounts of
$(3.805),$2.971,and $64, respectively, to reflect the impact of the
noncontrolling interest holder’s portion of the sale of the paper millin
China.

The Company expects to pay the majority of the remaining Other
2007 Actions restructuring costs during 2010 using cash gcncratcd

from operations.

Earlier Actions

Earlier Actions are compriscd of two formal restructuring plans,
the 2006 Plan and the 2003 Plan, both of which included a number of
plant closures and workforce reductions. At December 31,2009, the
remaining restructuring accrual for Earlier Actions was $644. The
accrual, included in “Accrued expenses and other” on the Company‘s
Consolidated Balance Sheet, relates primarily to building lease termi-
nations and unpaid severance and termination benefits. The Company
CXpects to recognize tuture pre-tax chargcs of approximatcly $100
associated with Earlier Actions, primarily related to building lease
terminations and costs of exiting two closed facilities in Europc, The

Company expects both the liability and the future costs to be fully paid

by the end of 2012 using cash gcnerared from operations.

Financial Asset Impairment

As part of the 2003 sale of its High Density Film business, the
Company received a subordinated note receivable and a prcferred
cquity interest in the buycr asaportion of the selling price. Based on
information providcd by the buycr late in the first quarter 0t2008, the
Company concluded that neither the collection of its subordinated
note receivable nor rcdcmption ofits prefcrred cquity interest was
probable, and that their value was likcly Z€r0. Accordingly, the Com-
pany fully reserved these items in the first quarter 0t2008, rccording a
charge totaling $42.651 pretax ($30.981 after tax). This financial assct
impairment charge isincluded in “Resrructuring/ Asset impairment
charges” in the Company’s Consolidated Statements of Income. On
May 6,2008, the buyer filed a petition for relief under Chaprer 11 with
the United States Bankrupeey Court for the District of Delaware thac
included a plan of reorganization, which was subscqucntly approved by
the court June 26, 2008. As part of the plan of reorganization, the
Company’s prcferrcd cquity interest and its subordinated note receiv-
able were extinguishcd with no recovery by the Companyi

4. CASH AND CASH EQUIVALENTS

Cash cquivalcnts are composcd of highly liquid investments
with an original maturity of three months or less. Cash cquivalcnts
are recorded at cost, which approximates market. At December 31,
2009 and 2008, outstanding checks totaling $21,069 and $23,781,
rcspectively, were included in “Payablc to suppliers” on the Company)s
Consolidated Balance Sheets. In addition, outstanding payroll checks
of $1,372 and $1.229 as of December 31,2009 and 2008, respectively,
were included in “Accrued wages and other compensarion” onthe
Company’s Consolidated Balance Sheets.

The Company uses a notional pooling arrangement with an inter-
national bank to hclp manage global liquiclity requirements. Under this
pooling arrangement, the Company and its participating subsidiaries
may maintain cither cash deposit or borrowing positions tl'irouglr local
currency accounts with the bank, so long as the aggregate position of
the global pool isa notionally calculated net cash deposit. Because it
maintains a security interest in the cash deposits, and has the riglit to
offset the cash deposirs against the borrowings, the bank providcs the
Company and its participating subsidiaries favorable interest terms on
both. The Company’s Consolidated Balance Sheets reflectanet cash
depositunder this pooling arrangement of $7,061 and $1.753 as of
December 31,2009 and 2008, rcspectively.

5. INVENTORIES

Inventories are stated at the lower of cost or market. The last-in,
tirst-out (LIFO) method is used for the valuation of certain of the
Company’s domestic inventories, primarily metal, intcrnally manufac-
tured paper and paper purchased from third parties. The LIFO
method of accounting was used to determine the costs of approx-
imatcly 239% and 23% of total inventories at December 31,2009 and
2008, respccrively. The remaining invenrories are determined on the

first-in, firsc-out (FIFO) method.



If the FIFO method ofaccounting had been used for all
inventories, total inventory would have been higher by $19,155
and $17,667 at December 31,2009 and 2008, respectively.

6. PROPERTY, PLANT AND EQUIPMENT

Plant assets represent the original cost of land, buildings and
cquipmcnt, less dcprcciation, computcd under the straight-linc
method over the estimated useful lives of the assets, and are
reviewed for impairment whenever events indicate the carrying
value may not be recoverable.

Equipment lives gcncrally range from threeto 11 years, and
buildings from 15 to 40 years.

Timber resources are stated at cost. Dcplction is chargcd to
operations based on the estimated number of units of timber cut
during the year.

Details at December 31 are as follows:

2009 2008

Land $ 74281 $ 74254
Timber resources 39,348 39274
Buiidings 429,360 420,642
Machinery and equipment 2,343,117 2.210,659
Construction in progress 54,221 62913
2,940,327 2,807,742

Accumulated dcprcciation and
depletion (2,013,498)  (1,834,300)

Property, piantandcquipmcnt)nct $ 926829 $ 973442

Estimated costs for compiction of capitai additions under con-
struction totaled approximately $58,000 ac December 31,2009.

Depreciation and depletion expense amounted to $161,180 in
2009, $170,032 in 2008 and $170,013 in 2007.

The Company has certain properties and equipment that are
lcased under noncancelable operating leases. Furure minimum rentals
under noncancelable operating leases with terms of more than one
year arc as follows: 2010 - $33,200; 2011 - $24,500; 2012 - $20,300:
2013 - $13,300; 2014 — $8,400 and thereafter — $16,000. Total rental
expense under operating leases was approximately $50,100 in 2009,
$52,900 in 2008 and $46,800 in 2007.

7. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

The Company accounts for goodwill in accordance with U.S.
GAAP under which purchased goodwill and intangible assets with
indefinite lives are not amortized. The Company evaluates its
goodwill for impairmcnt at least annually, and more frcqucntly if
indicators of impairment are present. In pcrforming the impairment
test, the Company uses discounted future cash flows to estimate the
tair value of each reporting unit giving consideration to muitipics it
believes could be obtained in a sale. If the fair value of the reporting
unit exceeds the carrying value of the reporting unit’s assets, including
goodwiii, there is no impairment. Otherwise, if the carrying value of
the reporting unit’s goodwiii exceeds the impiicd fair value of that
goodwiii, an impairment chargc is rccognizcd for the excess.

The Company compictcd its annual goodwiii impairment testing
during the third quarters 0f2009,2008 and 2007. Based on the results
of these evaluations, the Company concluded that there was no
impairment ofgoodwiii tor any ofits reporting units. For testing pur-
poses, the fair values of the Company’s reporting units were estimated
based on projections of future ycars’ opcrating results and associated
cash flows. For 2009, these projections reflected managcmcnt’s
expectations fora graduai recovery in the overall economy bcginning
in 2010 as well as improvcd results from ongoing growth opportunitics
and initiatives. Should the improvcd operating results reflected in these
projections not materialize, future goodwiii impairment chargcs may
be rcquircd. Reporting units with significant goodwiii whose results
need to show improvement from current levels, bcyond that expcctcd
froma recovery in the gcncrai cconomy, in order to assure that there
will notbe a furure impairment include Tubes & Cores/Paper -
Europe, Matrix Packaging, and Molded Plastics. The estimated fair
values of these reporting units exceeded their carrying values by
approximarcly $58,000, or 25%, for Matrix Packaging, approximately
$12,000, or 14% for Molded Plastics, and approximarely $81.000, or
28%, for Tubes and Cores/Paper - Europe. In addition, the Compa-
ny’s Australian Rigid Paper Containers unic will need to show sig-
nificant improvement from current performancc levels. While the
giobai economic recession has impactcd cach of these units, it has had
amore signiﬁcant impacton the operating results of Tubes & Cores/
Paper- Europe and Molded Plastics. The Company expects operating
results in all of these units to improve as gcncrai economic conditions
improve and has impicmcntcd certain restructuring actions thatare
cxpcctcd to bolster future cash flows. In addition, results in Matrix
Packaging are projcctcd to grow at levels bcyond that cxpcctcd froma
recovery in the gcncrai cconomy.

During the fourth quarter of 2009, the Global Services unit partici-
patcd ina bidding process conducted by its iargcst customer. The
outcome of this bidding activity was unfavorable to the Company asa
signiﬁcant portion of the customer’s sales volume will be lost. In
response, the Company reevaluated the goodwiii of this reporting unit
and determined it was not impaircd. The Company’s reevaluation took
into account this loss of the business, and concluded that the impact
would be iargciy offset by projcctcd growth with other customers.

Hoiding the other valuation assumptions constant, a downward
shift in projcctcci opcrating profits across all future pcriods in Matrix
Packaging, Tubes and Cores/Paper - Europe, Molded Plastics and
Global Services in excess of 24%, 24%, 11% and 31%, respectively,
would indicate that the carrying value of the respective business unit
may be in excess of fair value. The future operating, pcrformance of
these units is dcpcndcnt upona number of variables which cannot be
predicted with certainty.

If the Company’s assessment of the relevant facts and circum-
stances changcs, it economic conditions fail to improve, or if actual
performance inany of these reporting units falls short of expected
results, noncash impairment chargcs may be rcquircd. Total goodwiii
associated with Global Services, Marrix Packaging, Tubes & Cores/
Paper - Europe, Molded Plastics, and Rigid Paper Containers - Aus-
tralia was approximately $150,100, $127.600, $108.900, $41.900, and
$5.400 respectively ac December 31,2009.

FORM 10-K Sonoco 2009 Annual Report

F11



The changes in the carrying amount of goodwill for the year ended
December 31,2009, are as follows:

Tutbes and

Cores  Consumer Pﬂc@zgmg All
/Paper ]’;zc‘l’ﬂgmg Services  Other
Segment  Segment  Segment  Sonoco  Total
Balance as of
January 1,2009 $229239  $337,922  $1495582 $66,240 $782,983
Goodwill on
acquisitions — — 500 2504 3,004
Dispositions (1.643) — — —  (1,643)
Forcign currency
translation 9279 19.876 — 31 29,186
Balance as of
December 31,
2009 $236875  $357,798 $150,082 $68,775 $813,530

The Company recorded $3,004 of goodwill in 2009. Of this toral,
$2.504 was in connection with the acquisition of the injection molded
plastic spools and reels business of EconoReel Corporation. The
remaining $500 was related to the payment of contingent consid-
eration on the prior year acquisition of Amtex Packaging, Inc. In addi-
tion, the Company disposed of $1,643 ofgoodwill associated with the

sale ofa recovered paper brokerage business in Canada.

Other Intangible Assets

lntangible assets are amortized, usually ona straight-line basis,
over their respective useful lives, which generally range from three
to 20 years. The Company evaluates its intangible assets for
impairment whenever indicators ofimpairment exist. The Com-
pany has no intangibles with indefinite lives.

2009 2008

Other Intangible Assets, Gross:

Patents $ 2592 $ 3559

Customer lists 161,007 156,883

Land use rights 340 316

Supply agreements 1,000 1,000

Other 7,830 12,047
Total Other Intangible Asscts, Gross $172,769  $1733805

$(57,725) $(53265)
$115,044  $120,540

Total accumulated amortization

Other lntangiblc Assets, Net

The Company recorded $3,250 of identifiable intangibles in con-
nection with the 2009 purchase of the injection molded plastic spools
and recls business of EconoReel Corporation. Of this total, $1.900
related to patents that will be amortized over 12 years, $1,200 related
to customer lists that will be amortized over 12 years with the remain-
ing $150 consisting ofa non-compete agreement that will be amor-
tized over 5 years. During 2009, the Company wrote off patents and
other intangible assets with a gross cost of approximately $8,600. These
intangible assets, which were fully amortized, had no legal or economic

life remaining,

Aggregate amortization expense on intangible assets was $12.407,
$13,002 and $11,326 for the years ended December 31,2009, 2008
and 2007, respectively. Amortization expense on intangible assets is
expected to approximate $12,200in 2010, $11,900in 2011, $11,400 in
2012,$11,200in 2013 and $10,900 in 2014

8. DEBT

Debrtat December 31 was as follows:

2009 2008

Commercial paper, average rate of 0.67% in

2009 and 3.13%in 2008 $ 0 $ 95000
6.75% debentures due November 2010 99,986 99,954
6.5% debentures due November 2013 248984 249439
5.625% debentures due November 2016 149,537 149465
9.2% debentures due August 2021 41,305 41,305
Foreign denominated debr, average rate of

9.4%in 2009 and 6.5% in 2008 27,229 43284
Other notes 13,755 11,378
Total debe 580,796 689,825
Less current portion and short-term notes 118,053 32978
Long-term debt $462,743  $656.847

The Company operates a $500,000 commercial paper program
that provides aflexible source of domestic liquidity. The program is
supported by abank credit facility ofan equal amount established
May 3,2006, with a syndicate of lenders that is committed until May
2011.In the event thata disruption of global credit markets were to
prevent the Company from issuing commercial paper, it has the con-
tractual riglit to draw funds directly on the underlying bank credit
facility. Based on the information currently available to it, the Com-
pany believes that its lenders have the ability to meet their obligations
under the facility. Atthe Company)s discretion, the borrowing rate for
such loans could be based on either the agent bank’s prime rate ora
pre-established spread over LIBOR. Outstanding commercial paper is
typically classified as long—term debt.

During the latter part of 2008, the Internal Revenue Service issued
atemporary rule extending to 60 days the period that U.S. corpo-
rations may borrow funds from foreign subsidiaries without
unfavorable tax consequences. The Company utilized this rule at
December 31,2008 and at various times tliroughout 2009, including
year end. Offshore cash accessed was used in lieu ofissuing commercial
paper. Amounts outstanding subject to the rule at December 31,2009
and 2008 were $40,000 and $72,000, respectively. These short-term
lending arrangements were subsequently settled within the 60 day
provision, resulting in equivalent increases in commercial paper out-
standing and cash on hand. Depending on its immediate offshore cash
needs, the Company may choose to access such funds again in the
tuture as allowed by this temporary rule.

Inaddition, at December 31,2009, the Company had approx-
imately $202,000 available under unused short-term lines of credit.
These short-term lines of credit are for general Company purposes,
with interest at mutually agreed«upon rates.



Certain of the Company’s debt agreements impose restrictions
with respect to the maintenance of financial ratios and the disposition
ot assets. The most restrictive covenant currentiy requires the Com-
pany to maintain a minimum level of net worth, as defined. As of
December 31,2009, the Company)s defined net worth was approx-
imatciy $439,000 above the minimum level rcquircd under this cove-
nant.

The principaJ requirements of debt maturing in the next five years
are: 2010 - $118,053; 2011 - $1,989; 2012 - $12,394; 2013 - $250,787
and 2014 - $1,743.

9. FINANCIAL INSTRUMENTS AND DERIVATIVES

The foliowing table sets forth the carrying amounts and fair values
of the Company’s signiiicant financial instruments where the carrying
amount differs from the fair value.

December 31, 2009 December 31, 2008

Carrying Fair Carrying Fair
Amount Value Amount Value
Long-term
debrt $ 462,743 $ 473573 $ 656847 $ 599748

The carryingvaluc of cash and cash cquivaicnts, short-term debre
and iong»tcrm variable-rate debe approximates fair value. The fair value
oFiong»tcrm debris based on quotcd market prices oris determined
by discounting future cash flows using interest rates available to the
Company for issues with similar terms and average maturitics.

In accordance with U.S. GAAP, the Company records its
derivatives as assets or liabilitics on the balance sheet at fair value using
pubiishcd market prices or estimated values based on current price
quotes and a discounted cash flow model to estimate the fair market
value of derivatives. Changcs in the fair value of derivarives are recog-
nized either in net income or in other comprchcnsivc income,
dcpcnding onthe dcsignatcd purpose of the derivative. It is the
Company’s policy not to spccuiatc in derivative instruments. The
Company has determined all hcdgcs tobe highiy cffective and asa
result no material ineffectiveness has been recorded.

The Company uses derivatives to mitigate the effect of fluctua-
tions in some of its raw material and energy costs, i:orcign currency
fluctuations and interest rate movements. The Company purchascs
commodities such as recovered paper, metal and energy gcncraiiy at
market or at fixed prices that are established with the vendor as part of
the purchasc process for quantitics cxpcctcd to be consumed in the
ordinary course of business. The Company may enter into commodity
tutures or swaps to reduce the effect of price fluctuations. The Com-
pany may usc forcign currency forward contracts and other risk man-
agement instruments to manage exposure to changcs in forcign
currency cash flows and the translation of monctary asscts and
liabilities on the Company’s consolidated financial statements. The
Company is cxposcd to interest-rate fluctuations as a result of using
debrasa source of financing forits opcrations. The Company may
from time to time use traditional, unicvcragcd interest rate swaps to
adjust its mix of fixed and variable rate debt to manage its exposure to

interest ratc movements.

Cash Flow Hedges

At December 31,2009 and 2008, the Company had derivative
tinancial instruments outstanding to hcdgc anticipated transactions
and certain asset and iiabiiity related cash flows. To the extent consid-
ered effective, the changcs in fair value of these contracts are recorded
in other comprchcnsivc income and reclassified to income or expense
in the pcriod in which the hcdgcd item impacts carnings.

Commodity Cash Flow Hedges

The Company has entered into certain derivative contracts to
manage the cost of anticipated purchases of natural gas and aluminum.
At December 31,2009, natural gas swaps covering approximatciy
5.8 million MMBTUs were outstanding These contracts represent
approximately 75%, 37% and 16% of anticipated U.S. and Canadian
usage for2010,2011 and 2012 respectively. Additionally, the Com-
pany had swap contracts covering 3,765 metric tons of aluminum
representing approximatcly 27% of anticipatcd usage for 2010. The fair
values of the Company’s commodity cash flow hedges were in loss
positions totaiing $8.294 and $20,491 at December 31,2009 and 2008,

rcspcctivciyi

Foreign Currency Cash Flow Hedges

The Company has entered into forward contracts to hedge certain
anticipatcd forcign currency denominated sales and purchascs fore-
casted to oceurin 2010. At December 31,2009, the net position of
these contracts was to purchase approximately 56.6 million Canadian
dollars, 1.7 million British pounds, and 170.5 million Mexican pesos
and to sell approximatciy 5.6 million Australian dollars, 3.0 million
New Zealand dollars, and 3.4 million euros. The fair value of these for-
eign currency cash flow hcdgcs was $721 at December 31,2009. The
fair value oi-forcign currency cash flow hcdgcs at December 31,2008

was $(666).

Fair Value Hedges

During the third quarter, the Company entered into an interest
rate derivative to swap $150,000 notional value of its 6.5% debentures
due November 2013 toa fioating rate. The effect of this fair value
hedge was a decrease of the carrying valuc of the related bonds of $572
at December 31,2009. The fair value of this hedge was a net liability of
$(647) at December 31,2009. The Company had no fair value hedges
at December 31,2008,

Other Derivatives

The Company routinely enters into forward contracts or swaps to
economically hedge the currency exposure of intercompany debrand
existing forcign currency denominated receivables and payabics. The
Company does not appiy hcdgc accounting treatment under FAS 133
for these instruments. As such, changes in fair value are recorded
dircctiy to income and expense in the pcriods that thcy occur. At
December 31,2009, the net position of these contracts, all of which
were short term, was to sell approximately 39.5 million Canadian dol-
lars and purchase 0.5 million British Pounds and 9.8 billion Colombian
Pesos. The fair value of these derivatives was $795 at December 31,
2009. At December 31,2008 the fair value of such derivatives was
$6,264.
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The following table sets forth the location and fair values of the Company’s derivative instruments at December 31, 2009:

Description

Balance Sheet Location

Fair Value

Derivatives designatcd as hedging instruments:

Commodity Contracts
Commodity Contracts
Commodity Contracts
Foreign Exchangc Contracts
Foreign Exchangc Contracts

Derivatives designatcd as fair value hedges:

Interest Rate Swap Contracts

Derivatives not dcsignatcd as hedging instruments:

Foreign Exchangc Contracts
Foreign Exchangc Contracts

Other Current Assets
Other Current Liabilities
Other Long Term Liabilities
Other Current Assets
Other Current Liabilities

Other Long Term Liabilities

Other Current Assets
Other Current Liabilities

$2,080
$6.940
$3434
$ 792
$ 71

$ 647

$ 816
$ 21

ThC fo”owing tablc scts fOI’tl’l tl’]C Cf{CCt OfthC Company’s dcrivative instruments on ﬁnancial performancc fOl‘ thC IZWC[VC months Cl’ldCd

December 31,2009:

Description

Amount qf Gainor
(Loss) Recognized in
OCl on Derivative
(Effective Portion)

Location of Gain
or (Loss)
Rc’z‘/m‘xﬁﬂl ﬁ om
Accumutlated OCI
Into Income

(Effective Portion)

Amount of Gain
or (Loss) Location of Gain or
Reclassified from  (Loss) Recognized in
Accumutlated OCI Income on
Into lncome Derivative

(Effective Portion)  (Ineffective Portion)

Amount of Gain or
(Loss) Recognized
in Income on
Derivative

(Ineffective Portion)

Derivatives in Cash Flow Hedging
Rclarionships:

Forcign Exchangc Contracts

Commodity Contracts
Fair value hcdgc derivatives:

Incerest Rate Swap

$ 3538

$(13.679)

Net sales
Cost of sales

Cost of sales

Location ()/ ‘Gain or

$ 5201 Net sales
$ (3297) Cost of sales
$(25,462) Cost of sales

Interest expense

$
$
$328

$(75)

(Loss) Recognized in Gainor (Loss)
Income Statement Recognized
Derivatives not dcsignatcd as
hcdging instruments:
Foreign Exchangc Contracts Cost of sales $ 541
Selling, gcncral and
administrative $ 717



10: FAIR VALUE MEASUREMENTS

The Financial Accounting Standards Board issued new requirements conccming employcrs’ disclosures about postretirement benefit plan

assets in December 2008. The applicablc provisions of the new disclosure requirements were effective for companics with fiscal year’s cnding after

December 15,2009, and as such the rcquired disclosures are prcsentcd below.

The following tables set forth information rcgarding the Company’s financial assets and financial liabilities that are measured at fair value at

December 31,2009 and 2008. The Company does not currcndy have any nonfinancial assets or liabilities that are recognizcd or disclosed at fair

value ona recurring basis.

Fair Value Measurements at Reporting Date Using

Qm[m/

Market Prices
in Active Signi icant
zWWA’e[_ f(}r Other Szgn_/f/‘mm‘
Identical Observable  Unobservable
December 31, Assets/Liabilities Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Assets:
Derivatives $ 3787 $ — $ 3787 $ -
Deferred Compensation Plan Assets 1,998 1,998 - —
Postretirement Benefit Plan Assets:
Mutual Funds® 746,569 — 746,569 —
Common Stocks 103,761 103,761 — —
Short-Term Investments ® 78,324 — 78,324 —
Hedge Fund of Funds © 37.270 — 37.270
Real Estated 32,624 — — 32,624
Cash Surrender Value of Life Insurance Policies, net of loans 5,685 — — 5,685
Cash and Accrued Income 1,968 1,968 — —
Guaranteed Investment Contracts 68 — — 68
Forward Contracts (6) — (6) —
Total Postretirement Benefit Plan Assets $1,006,263 $105,729 $824,887 $75,647
Liabilities:
Derivatives $ 11113 $ — $ 11113 $ -
i Mutual fund investments are compi‘iscd predominantly of-equity securities of U.S. corporations with large capitalizations. This category also includes funds invested in Corpo»
rate cquities in international and emerging markets and funds invested in long—tcrm domestic bonds.
b This category includes several money market funds used for managing overall liquidity.
¢ This category includes investments in a number of funds representinga variety oi'-stratcgics intended to diversify risks and reduce volatiliry, Itincludes evenc-driven creditand

cquity investments targctcd ateconomic policy decisions, long and short positions in U.S. and international cquitics, arbitragc investments, and cmcrging market cquity invest-

ments.

d This category includes funds invested in real estate (including office, industrial, residential, and retail) primarily throughout the United States.

ThC Company’s pension plan asscts comprisc morce than 98% OfitS total pOStI‘Ctil‘Cant anCﬁt plan asscts. ThC asscts OFEhC Company’s vari-

ous pension plans and retiree health and life insurance plans are iargcly invested in the same funds and investments and in similar proportions and,

as SLlCh, are not ShOWI] scparatciy, bU.t are combined in [hC tablc above. Postretirement anCﬁt plan assctsarc nettcd against pOSU‘CtiI‘CmCl’lt bCI’lCﬁt

obligations to determine the funded status of cach plan. The funded status is rccognized in the Company’s Consolidated Balance Sheets as shown

in Note 12.
Fair Value Measurements at Reporting
Date Using
szz‘m' Market
Prices in Active - Sign gﬁn‘zznl
Market /w Orther iSVz;gng'//‘am[
Identical Observable  Unobservable
December 31, Assets/Liabilities Inputs Inputs
Description 2008 (Level 1) (Level2) (Level 3)
Assets:
Derivatives $ 6,628 s — $ 6,628 $—
Deferred Compensation Plan Asscts 1,648 1,648 — —
Liabilicies:
Derivatives $21,208 $ — $21,208 $—
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The following table sets forth information summarizing the changes in fair value of the Company’s Level 3 assets for the year ended

December 31,2009. All of these assets were held in the Company’s postretirement benefit plans. The Company’s Level 3 postretirement benefit

plan assets at December 31,2008 did not require disclosure.

Gain/(Loss) ~ Gain/(Loss) Foreign
Dec. 31, on Assets on Assets Currency Dec. 31,
2008 Purchases Sales Sold Held Translation 2009
Level 3 Assets:
Hedge Fund of Funds $ 36314 $ 35605  $(35605) $(709) $ 1,665 $ — $ 37270
Real Estate 44,056 319 (416) 155 (11,890) 400 32,624
Cash Surrender Value of Life Insurance Policies,
net of loans 5,348 — — — 337 — 5,685
Guaranteed Investment Contracts 74 3 ) — — — 68
Total Level 3 Assets $ 85792 $ 35927  $(36,030) $(554) $ (9.888) $400 $ 75,647

The fair value of Level 3 real estate investments is determined by
the fund sponsor using independent appraiscrs to value the underlying
propertics onan annual basis (at a minimum). The property valuations
and the l<ey valuation-sensitive assumptions are reviewed hy the fund
sponsor and adjusted if there has been a significant change in circum-
stances related to the property since the last valuation. Fair value
measurements of investments in the hedge fund of funds employ
combinations of the market, income, and cost approach, depending
upon the nature of the underlying investments. Level 3 assets comprise
approximately 7.5% of the Company’s total postretirement benefit
plan assets and are utilized in order to provide an additional measure of
diversification. They are not considered a critical part of the Compa-
ny’s overall investment strategy.

Asdiscussed in Note 9, the Company uses derivatives to mitigate
the effect of raw material and energy cost fluctuations, foreign cur-
rency fluctuations and interest rate movements. Fair value measure-
ments for the Company’s derivatives are classified under Level 2
because such measurements are determined using published market
prices or estimated based on observable inputs such as interest rates,
yield curves, spot and future commodity prices and spot and future
exchange rates.

Certain deferred compensation plan liabilities are funded and the
assets invested in various exchange traded murtual funds. These assets
are measured using quoted prices in accessible active markets for
identical assets.

11. STOCK-BASED COMPENSATION PLANS

The Company provides share-based compensation to certain ofits
employees and non-employee directors in the form of stock options,
stock appreciation rights, restricted stock units and other share-based
awards. Awards issucd prior to 2009 were issued pursuant to the 1991
Key Employee Stock Plan (the “1991 Plan”) or the 1996
Non-Employce Directors Stock Plan (the *1996 Plan”). Awards issued
after 2008 were issued pursuant to the Sonoco Products Company
2008 Long-Term Incentive Plan (the 2008 Plan”), which became
cffective upon approval by the sharcholders on April 16,2008. The
maximum number of shares of common stock that may be issued
under the 2008 Plan was set at 8,500,000 shares, subject to certain
adjustments, which includes all awards that were granted, forfeited or

expired during 2008 under all previous plans. At December 31,2009, a
total of 5,914,617 shares remain available for future grant under the
2008 Plan. After the effective date of the 2008 Plan, no awards may be
granted under any previous plan. The Company issues new shares for
stock option and stock appreciation right exercises and stock unit
conversions. Although the Company from time to time has
repurchased shares to replace its authorized shares issued under its
stock compensation plans, there is no specific schedule or policy todo
so. The Company’s stock-based awards to non-employee directors
have not been material.

Accounting for Share-based Compensation

For stock appreciation rights granted to retiree-eligible employees,
the service completion date is assumed to be the grant dare; therefore,
expense associated with share-based compensation to these einployees
is recognized at that time.

Total compensation cost for share-based payment arrangements
was $8,616, $4,177 and $11,000, for 2009, 2008 and 2007, respectively.
The related tax benefit recognized in net income was $3.254, $1,550
and $3,908, for the same years, respectively. Share-based compensation
expensc is included in “Selling, general and administrative expenses” in
the Consolidated Statements of Income.

An “excess” tax benefit is created when the tax deduction foran
exercised stock option, exercised stock appreciation right or converted
stock unit exceeds the compensation cost that has been recognized in
income. The excess benefit is not recognized on the income state-
ment, but rather on the balance sheet as additional paid-in capital. The
additional net excess tax benefit realized was $1,030, $709 and $9,312
for 2009, 2008 and 2007, respectively.

Stock Options and Stock Appreciation Rights (SARs)
The Company typically grants stock appreciation rights annually
ona discretionary basis to its key employees. Prior to 2006, options
were granted at marker (had an exercise price equal to the closing
market price on the date of grant), had 10-ycar terms and vested over
one year, except for the options granted in 2005, which vested
immediately. In 2006, the Company began to grant stock appreciation
rights (SARs) instead of stock options. SARs are granted at marker,

vestover one year, have seven-year terms and can bC SCtthCl only in



stock. Both stock options and SARs are exercisable upon vesting, On
February 4,2009, the Company granted to employces 859,875 stock-
sctled SARs, netof forfeirures. All SARs were granted at the closing
market prices on the dates of grant. As of December 31,2009, there
was $136 of total unrecognized compensation cost related to non-
vested SARs. This cose will be recognized over the remaining
weighted«average vesting period, which is approximately one month.
The weighted-average fair value of options and SARs granted was
$4.21,$4.36 and $6.43 per sharc in 2009, 2008 and 2007, respectively.
The Company computed the estimated fair values of all options and
SARs using the binomial option-pricing model applying the assump-

tions set forth in the following table:

2009 2008 2007
Expected dividend yield 4.6% 3.6% 2.5%
Expcctcd stock price volatility 294%  22.1%  183%

Risk-free interest rate 1.9% 2.7% 4.8%

Expected life of options/SARs dycars  4ycars  4years

The assumptions employed in the calculation of the fair value of

stock options and SARs were determined as follows:

« Expected dividend yield - the Company’s annual dividend div-
ided by the stock price at the time oi.grant.

. Expected stock price volatility — based on historical volatility of
the Company’s common stock measured weekly foratime
period equal to the expected life.

o Risk-frec interest rate — based on U.S. Treasury yields in effect at
the time of grant for marurities equal to the expected life.

D Expected life - calculated using the simplified method as pre-
scribed in U.S. GAAP, where the expected life is equal to the
sum of the vesting period and the contractual term divided by
two.

The following tables summarize information about stock options
and SARs outstanding and excrcisable at December 31,2009. Ac
December 31,2009, the fair market value of the Company’s stock used
to calculate intrinsic value was $29.25 per share.

Options and SARs Vested and Expected to Vest

Weighted-

average Weighted-
% 4

Range of Number Remaining average Aggregate
Exercise Prices ()11/.(141//11/@ Contractual Life  Exercise Price Intrinsic Value
$19.69-$2380 2178236 3.5 years $2293 $13.764
$23.86-$2893 1872377  4G6ycars $25.60 $ 6836
$29.30-$4383 1834044  S.0ycars $33.49 $ -
$19.69-$43.83 5,884,657 40 years $27.07 $20,600

Options and SARs Exercisable

l’l"z//\g/rli'//—

average J l/i‘/g/i/w/—

Range of Number Remaining average Aggregate
FExercise Prices FExercisable Contractual Life  Exercise Price Intrinsic Value
$19.69-$2380 1,320,361 1.9 years $22.44 $ 8994
$23.86-$2893 1872377  4.6ycars $25.60 $ 6836
$29.30-$43.83 1,834,044 5.0 years $33.49 $  —
$19.69-$4383 5026782 37 ycars $27.65 $15,830

The activity related to the Company’s stock options and SARsis as

follows:

/ l/t*/g/i/i///—

zll'(’/"/lg‘(’

Nonvested Vested Total Exercise Price

Outstanding, December 31,

2008 645500 5133940 5779440 $2732
Vested (645,500) 645,500 —
Granted 857.875 2,000 859875  $23.69
Exercised —  (343,076) (343076) $2087
Forfeited/Expired —  (411582) (411582) $2872
Outstanding,

December 31,2009 857.875 5026782 5884657  $27.07

The aggregate intrinsic value of options and SARs exercised during
the years ended December 31,2009, 2008 and 2007 was $2.269, $2.264
and $26,631, respectively. Cash received by the Company on option
exercises was $7,159, $6,470 and $49,698 for the same years,
respectively.

Performance-based Stock Awards

The Company typically grants performance contingent restricted
stock units (PCSUs) annually on a discretionary basis to certain of its
exccutives and other members of its management team. Both the
ultimate number of PCSUs awarded and the vesting period are
dependent upon the degree to which performance targets arc achieved
for tliree—year performance periods. Half of the units available to be
carned are tied to an carnings target and half are tied to a return on
asscts target. A minimum number of units are awarded regardless of
performance. Units awarded vest over five years from the grant date
with accelerated vesting over three years if the respective performance
target is met. Upon vesting, PCSUs are convertible into common
shares on a one-for-one basis.

The three—year performance cycle for the 2007 awards was com-
pleted on December 31,2009. Based on performance, only 96738
stock units will be awarded, which was the minimum provided for
under the award, and did not qualify for accelerated vesting, Therefore,
half of these stock units will vest on December 31,2010 and the
remaining half will vest on December 31,2011,

For the awards granted in 2008 and 2009, the total PCSUs that
could ultimarely vest ranges from 284,468 to 853,403. The 2008
awards can range from 115,255 to 345,765 units and are tied to the
three—year performance period ending December 31,2010. The 2009
awards can range from 169,213 to 507,638 units and are tied to the
three—year period encling December 31,2011,

The Company’s 2006 performance program completed ics chree-
year performance cycle on December 31,2008. Based on mecting
performance goals established at the time of the award, participants
carned 202,050 stock units with a vested intrinsic value of $4,679.

Noncash stock-based compensation associated with PCSUs
totaled $4,001, $741 and $6,619 for 2009, 2008 and 2007, respectively.
As of December 31,2009, there was approximately $8,791 of total
unrecognized compensation cost related to nonvested PCSUs. This
costis expected to be recognized overa Weighted—average period of 36
months.
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Restricted Stock Awards

Since 1994, the Company has from time to time granted awards of
restricted stock units to certain of the Company’s executives. These
awards normaiiy vest over a five«year period with one-third vesting on
cach of the third, fourth and fifth anniversaries of the grant. An execu-
tive must be activeiy empioyed by the Company on the vesting date
for shares to be issued. However, in the event of the executive’s death,
disability or retirement prior to tull vesting, shares will be issued on a
prorata basis up through the time the executive’s empioyment ceases.
Partieipants can elect to defer receipt. Once vested, these awards do
not expire. As of December 31,2009, a total 0f 437,316 restricted
stock units remained outstanding, 305,417 ot which were vested.
During 2009, 8,133 restricted stock units vested and 31,279 restricted
stock units were granted. Noncash stock-based compensation asso-
ciated with restricted stock grants totaled $746, 8558 and $419 for
2009, 2008 and 2007, respectively. As of December 31,2009, there was
$1,118 of rotal unreeognized compensation cost related to nonvested
restricted stock units. This cost is expeeted to be recognized overa
weighted«average period ot 22 months.

The activity related to the PCSUs and restricted stock units is as
follows:

Average Grant
Date Fair
Value Per Share

Vested Total

Nonvested

Outstanding,

December 31,

2008 321686 865764 1,187450 $29.80
Granted 481,327 — 481327 $23.69
Vested (7.546) 7,546 —

Converted —  (122/463) (122/463) $29.74
Dividend

cquivalents 5,741 35,067 40,808 $24.06
Outstanding,

December 31,

2009 801,208 785914 1,587,122 $27.81

Deferred Compensation Plans

Certain officers of the Company may electto defera portion of
their compensation in the form of stock units. Units are granted asof
the day the cash compensation would have otherwise been paid using
the ciosing price of the Company’s common stock on that dayi The
units immediateiy vest and earn dividend equivaients. Units are dis-
tributed in the form of common stock upon retirement over a period
clected by the empioyee. Cash compensation totaiing $772 was
deferred as stock units during 2009, resuiting in 32,372 units being
granted. Conversions to common stock during 2009 totaled 916
shares.

Since 2006, non—empioyee directors have been required to defera
minimum of 50% of their quarteriy retainer fees into stock units. Units
are granted as of the day the cash compensation would have otherwise
been paid using the ciosing price of the Company’s common stock on
that day. The units immediateiy vest and earn dividend equivaients.
Distributions begin after retirement from the board over a period
clected by the director.

12. EMPLOYEE BENEFIT PLANS
Retirement Plans and Retiree Health
and Life Insurance Plans

The Company provides non—eontributory defined benefit pension
pians fora majority ofits employees in the United States, and certain of
its employees in Mexico and Belgium. Effective December 31,2003,
the Company froze participation for newiy hired salaried and
non-union houriy US. empioyees in its traditional defined benefit
pension pian. At that time, the Company adopted adefined con-
tribution plan, the Sonoco Investment and Retirement Plan (SIRP),
which covers its non-union U.S. employces hired on or after January 1,
2004. The Company also Sponsors contributory defined benetic pen-
sion pians covering the majority ofits empioyees in the United King~
dom, Canada and the Netherlands.

On February 4,2009, the U.S. qualified defined benefic pension
pian was amended to freeze pian benetits for all active participants
effective December 31,2018. Ac chat time, remaining active partic-
ipants in the U.S. qualified plan will become participants of the SIRP
effective January 1,2019. Active participants of the U.S. qualified plan
had a one-time option to transfer into the SIRP effective January 1,
2010. Approximateiy one third of the active participants chose that
option. The pian amendment also affected participants covered by the
pension restoration pian (a nonquaiified pian) as the benefit formulas
for the restoration pian are linked to the quaiified pian. The pian
amendment resulted in the assets and liabilities of the U.S. quaiified
and nonquaiified pian being remeasured as of February 4,2009.

The Company also provides postretirement healthcare and life
insurance benefits to the majority of its retirees and their eiigibie
dependents in the United States and Canada. In the fourth quarter of
2005, the Company announced changes in eiigibiiity for retiree medi-
cal benefits effective January 1, 2006, forits U.S. plan. These changes
included the elimination of a Company subsidy toward the cost of
retiree medical benefits if certain age and service criteria were not met,
as well as the elimination of Company—provided prescription drug
benetits for the majority ot its current retirees and all future retirees.



The components of net periodic benefit cost include the follow-

ing:

2009 2008 2007
Retirement Plans
Service cost $ 21,757 $ 263831 $ 29563
Interest cost 73221 74105 70,651

EXPCCth return on p[an asscts

(59.275) (89.750) (89.201)

Amortization of net transition

obligation 353 504 774
Amortization of prior service cost 956 1549 1,453
Amortization of net actuarial loss 41,317 12,685 20847
Special termination benefi cost — 288 16
Effect of settlement loss 935 3902 —
Effect of curtailment loss 3,005 520 —
Orther (171) — 664

Net pcriodic benefit cost

$ 82,098 $ 30,634 $ 34767

Retiree Health and Life Insurance

Plans
Service cost $ 1,454 § 1766 $ 2423
Interest cost 3,693 4203 4789
Expected return on plan asscts (1,206) (1966) (2,118)
Amortization of prior service credit (11,155) (10,928) (9.738)
Amortization of net actuarial loss 2,319 2547 4,045
Net periodic benefit income $ (4,895)$ (4378)%  (599)

The following tables set forth the Plans’ obligations and assets at

December 31:
Retiree Health and
Retirement Plans Life Insurance I lans
2009 2008 2009 2008
Change in Benefit
Obligation

Benefit obligation at
January 1

$1,176,000 $1.235,050 $ 69,028 $ 78611

Service cost 21,757 26,831 1,454 1766
Interest cost 73,221 74124 3,693 4203
Plan participant

contributions 1,332 1,303 3,015 3423
Plan amendments (4,300) 2658 (17,625)  (691)
Actuarial loss/(gain) 74,797 (24989) (3,678) (10,084)
Benefits paid (66,231)  (63751) (6,049) (8,020)
Impact of forcign

cxchangc rates 24,211 (69,937) 70 (180)
Special termination

benefit cost — 288 — —
Effect of settlements (1,877) (9.459) — —
Eftect of curtailments (12,363) 147 — —
Other (305) 3231 — —
Benefit obligation at

December 31 $1,286,242 $1,176000 $ 49,908 $ 69,028

RL’[/?'(/L' H(ll///) (l////
L 1/¢ Insurance Plans
2009 2008 2009 2008

Retivement Plans

Changc in Plan Assets

Fair value of—plan asscts

at January 1 $ 768,169 $1,144,109 $ 17,280 $ 27,820
Actual return on plan

assets 157,760  (262,459) 3,783  (7.356)
Company

contributions 113,177 17222 1434 1533
Plan participant

contributions 1,332 1,803 3,015 3423
Bencfics paid (66,231)  (63751) (6,049) (8,020)
Impactof forcign

exchange rates 19,948  (58,203) — —
Expenses paid (5,252) (3917) (108)  (120)
Effect of settlements (1,877) (9455) — —
Other (118) 2,820 — —

Fair value of plan asscts

at December 31 $ 986,908 $ 768,169 $ 19,355 $ 17,280
Funded Status of the
Plans $ (299,334) $ (407,831)$(30,553) $(51,748)
Retiree Health and
Retirement Plans / yz Insurance Plans
2009 2008 2009 2008
Total Recognized
Amounts in the
Consolidated Balance
Sheets
Noncurrent asscts $ 300 $ 293 $ — 3 —
Current liabilicies (8,904) (10,725)  (1,438)  (1513)
Noncurrent liabilities (290,730)  (397.399) (29,115) (50,235)

Netliabiliey $ (299334)$ (407.831)$ (30,553)$ (51.748)

[tems not yet rccognized asa component of net pcriodic pension
cost thatare included in Accumulated Other Comprchcnsive Loss
(Income) as of December 31,2009 and 2008, are as follows:

Retiree Health and

Retirement Plans L_J/Z' Insurance Plans
2009 2008 2009 2008
Net actuarial loss $499,919  $574207 $ 19,428 $ 27902
Prior service cost/(credic) 790 9044 (24,263)  (17.787)
Net transition obligation 2,367 2720 — —
$503,076  $585971  $ (4,835) $ 10115
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Of the amounts included in Accumulated Other Comprehensive
Loss (Income) as of December 31,2009, the portions the Company
CXPECLs to recognize as components of net pcriodic benetit cost in
2010 are as follows:

Retirement — Retiree Health and

Plans Lz/é Insurance Plans

Net actuarial loss $34,993 $ 2,386

Prior service cost/(credit) 62 (10401)

Net transition obligation 461 —
$35,516 $ (8,015)

The amounts rccognizcd in Other Comprchcnsive Loss/

(Income) during 2009 and 2008 include the following:

Retiree Health and
L y(L Insurance Plans

Retirement Plans

2009 2008 2009 2008
Adjustmcnts arising
during the period:
Net actuarial loss/
(gain) $(32,036) $322501 $ (6,155) $ 343
Prior service cost/
(credit) (4,293) 2371 (17,631)  (1,623)
Net transition asset — (1313) — —
Reversal of amortization:
Netactuarial loss (42,252)  (12676) (2,319) (2547)
Prior service cost/
(credit) (3961)  (1549) 11155 10928
Net transition
obligation (353) (504) — —

Total rccognizcd in
Other
Comprehensive Loss/

$(82,895) $308830  $(14,950) $7.101

(Income)

ThC fOllOWiIlg tablc scts forth tl’lC Company’s projectcd anCﬁt

paymcnts FOI” [hC nexereen years:

Retiree Health and

Year Retivement Plans_ Life Insurance Plans
2010 $ 75465 $ 5810
2011 $ 76,089 $ 5,141
2012 $ 78348 $ 5,098
2013 $ 79.714 $ 5,077
2014 $ 81458 $ 5,139
2015-2019 $430,747 $23,390

Assumptions
The fo”owing tables set forth the major actuarial assumptions used

in dctcrmmmg the PBO, ABO and net periodic cost.

US. Retiree

lfVez'q/m'///ozz,wu e
& £

Total rccognizcd in Net
Periodic Benefit Cost
and Other
Comprehensive Loss/

(Income) $ (797) $339464  $(19,845) $2.723

The accumulated benefit obligation for all defined benefic plans
was $1,222,455 and $1,087,309 at December 31,2009 and 2008,
respcctively.

The projected benefit obligation (PBO), accumulated benefit
obligation (ABO) and fair valuc of plan assts for pension plans with
accumulated benefit ob[igations in excess of plan assets were,

$1.280.291,$1.216,504 and $980,657, respectively, as of December 31,

2009,and $1,171.432,$1,082.741 and $763,308, respectively, as of
December 31,2008.

assumptions used to UsS. Health and
determine /)mq/il 0/7/1(@4//0115 Retirement /‘g/é Insurance Foreign
at December 31 Plans Plans Plans
Discount Rate
2009 5.74% 5.08% 5.00-6.75%
2008 6.12% 6.19% 6.00-7.50%
Rate of Compensation

Increase
2009 459% 4.38% 2.50-4.00%
2008 4.66% 446% 2.50-4.00%
lfVezg/Jn'///ozz,wmge U.S. Retiree
assumptions used to determine UsS. Health and
net periodic /}c’mﬁl cost /()r Retirement /‘g/é Insurance Foreign
years ended December 31 Plans Plans Plans
Discount Rate
2009 6.48% 6.19% 6.00-7.50%
2008 6.39% 6.11% 5.50-6.25%
2007 5.83% 5.68% 4.00-5.25%
Expected Long-term Rate

of Return
2009 8.50% 8.50% 3.75-7.70%
2008 8.50% 8.50% 3.75-7.80%
2007 8.50% 8.50% 3.75-8.00%
Rate of Compensation

Increase
2009 4.66% 446% 2.50-4.00%
2008 477% 457% 2.00-4.50%
2007 4.88% 4.69% 1.00-4.00%

The Company adjusts its discount rates at the end of cach fiscal
year based on yicld curves of high-qua]ity debrtinstruments over dura-
tions that match the cxpcctcd benefit payouts of cach p]an. The
cxpcctcd long-tcrm rate of return assumption is based on the Compa-
ny’s current and cxpcctcd tuture portfo]io mix by asset class, and
cxpcctcd nominal returns of these asset classes using an cconomic
“building block™ approach. Expcctations for inflation and real interest



rates are developed and various risk premiums are assigncd to cach
asset class based primarily on historical performancc The expcctcd
long—tcrm rate of return also gives consideration to the cxpected level
ol'outperformancc to be achieved on that portion of the Company’s
investment portfolio under active management. The assumed rate of
compensation increase reflects historical experience and manage-
ment’s expectations rcgarding tuture salary and incentive increases.

Medical Trends

The U.S. Retiree Health and Life Insurance Plan makes up approx-
imatcly 99% of the Retiree Health liability, Therefore, the following

information relates to the U.S. plan only‘
Pre-age 65

8.30%
9.30%

Healthcare Cost Trend Rate

2009
2008

Post-age 65

9.30%
10.30%

Ultimate Trend Rate Pre-age 65 Post-age 65

2009 5.0% 6.0%
2008 5.0% 6.0%
Year at which the Rate Reaches

the Ultimate Trend Rate Pre-age 65 Post-age 65
2009 2014 2014
2008 2014 2014

Increasing the assumed trend rate for healthcare costs by one per-
centage point would increase the accumulated postretirement benefic
obligation (the APBO) and total service and interest cost component
approximately $707 and $70, respectively. Decreasing the assumed
trend rate for healthcare costs by one percentage point would decrease
the APBO and toral service and interest cost component approx-
imately $633 and $63, respectively. Based on amendments to the U.S.
plan approvcd in 1999, which became effective in 2003, cost increases
borne by the Company are limited to the Urban CPIL as defined.

Retirement Plan Assets
The following table sets forth the weighted-average asset alloca-
tions of the Cornpany’s retirement plans at December 31,2009 and

2008, by asset category.

Asset Category US. UK Canada
Equity sccurities

2009 46.1%  766%  71.2%

2008 49.6%  737%  59.4%
Debt securities

2009 354%  199%  25.6%

2008 377%  217%  369%
Alternative

2009 8.5% 27% 0.0%

2008 12.7% 37% 0.0%
Cash and short-term investmencs

2009 10.0% 0.8% 32%

2008 0.0% 0.9% 3.7%
Total

2009 100.0%  100.0%  100.0%

2008 100.0%  100.0%  100.0%

The Company cmploys a total-return investment approach
wl'icrcby amix of equities and fixed income investments are used to
maximize the long—tcrm return of plan assets for a desired level of risk.
Alternative assets such as real estate, private equity and hcdge tunds are
used to enhance expectcd long—tcrm returns while improving portfolio
diversification. Risk tolerance is established tl'irough consideration of
plan liabilities, plan tunded status and corporate financial condition.
Investment risk is measured and monitored on an ongoing basis
through pcrioclic investment portfolio reviews and pcriodic asset/
liability studics.

At December 31,2009, total postretirement benetic plan assets
were $1,006,263, of which $776,657 were assets of the U.S. Defined
Benefit Plan.

U.S. Defined Benefit Plan

The equity invesements are diversified among U.S. and non-U.S.
stocks of small to largc capitalizations. During 2008, the Company
completed an asset/ liability study for the U.S. Defined Benefit Plan. As
aresult, the investment mix of the Plan was altered to include a largcr
percentage allocation to longer duration domestic bonds as well as an
increased allocation to international cquity securities and alternative
investments. The level of domestic equity securitics was decreased to
accommodate these changes. The current targer allocation (midpoint)
for the investment portfolio is: Equity Securities — 52.5%, Debt Secu-
rities — 34.5%, Alternative - 13% and Cash - 0%. The Company made a
$100,000 voluntary contribution to its U.S. Defined Benefic Plan in
December 2009. At December 31,2009, approximately $75,000 of
cash and short-term investments were held by the Plan as the con-
tribution was not ﬁilly invested in the targcted portfolio allocation
until January 2010.

United Kingdom Defined Benefit Plan

The equity invesements are diversified among UK. and incerna-
tional stocks of small and large capitalizations. The current target
allocation (midpoint) for the investment portfolio is: Equity Secu-
rities — 72%, Debt Securities — 22%, Alternative — 5% and Cash - 1%.

Canada Defined Benefit Plan

The cquity investments are diversified among, Canadian and inter-
national stocks of primarily largc capitalizations and short to inter-
mediate duration corporate and government bonds. The current
target allocation (midpoint) for the investment portfolio is: Equity
Securities — 60%, Debt Securities — 40%, Alternative — 0% and Cash -
0%.
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Retiree Health and Life Insurance Plan Assets

The following table sets forth the weighted-average asseralloca-
tions of the Company’s U.S. retirec health and life insurance plan ac
December 31,2009 and 2008, by asset category. As mentioned pre-
viously, the U.S. Retiree Health and Life Insurance Plan makes up
approximatcly 99% of the Retiree Healch liability. Therefore, the fol-

lowing information relates to the U.S. Plan only.

Asset Category

Equity securities
2009 54.3%
2008 49.9%
Debt securities
2009 37.0%
2008 39.5%
Alternative
2009 5.3%
2008 8.0%
Cash
2009 3.4%
2008 2.6%
Total
2009 100.0%
2008 100.0%

Contributions

Based on current actuarial estimates, the Company anticipates that
the total 2010 contributions made to its retirement plans and its retiree
health and life insurance plans will be approximatcly $22 million. No
contribution will be rcquircd in 2010 for the U.S. qualilicd defined
benefit pension plan due to the Company’s ability to utilize funding
credits from liaving prcviously funded the plan in excess of minimum
requirements. No assurances can be made, however, about funding
requirements l)cyond 2010, as tlicy will dcpcnd largcly onactual

investment returns and futurc actuarial assumptions.

Plan Amendments

During 2009, the Company’s U.S. qualificd defined benefic pen-
sion plan was amended to allow a lump sum payment option upon
termination to plan participants who chose to freeze their benefit
December 31,2009 and move to the SIRP. The effect of this and
other smaller amendments was a reduction in the projccted benefit
obligation of $4,300.

Also during 2009, the Company amended its U.S. Retiree Medical
and Life Insurance Plan to frecze the Company subsidy for both pre-
and post»l\/lcdicare retiree medical coverage at 2009 levels effective
January 1,2010 and to climinate any carly retirement reduction factor
applied to the Company subsidy for pre-Medicare coverage for cur-
rent retirecs as of December 31,2009, In addition, the Company will
no longcr providc post»Mcdicarc retiree medical coverage to its active
cmployecs or post-1981 retirees, except for certain union groups. The
impact of these changes was an overall reduction in the accumulated
postretirement benefit obligation of $17,625, which will be amortized

overa pcriod OFB?) years.

During 2005, the Company made changes to the eligibility for
retiree medical benefits eliminating prescription clrug benetics for
Medicare—eligible retirees for those employees who retired after 1981
and for all future retirees. These ehanges resulted in an overall reduc-
tion in the accumulated postretirement benetic obligation of $38,132
in 2005, which is being amortized over a period of 4.6 years. The bene-

fit of this amortization will cease during 2010.

Sonoco Savings Plan

The Sonoco Savings Plan is a defined contribution retirement plan
provided for the Company’s U.S. employees. In accordance with the
Internal Revenue Serviee's “Safe Harbor” matching contributions and
vesting provisions, the plan had provided 100% Company matelling on
the first 3% ol-pre—tax contributions, 50% Company matching on the
next 2% of pre-tax contributions and 100% immediate vesting, The
plan also provides for participant contributions of 1% to 30% of gross
pay. The Company’s matching contribution to the Sonoco Savings
Plan was temporarily suspended effective June 1, 2009. A modified
matching contribution was subsequently reinstated by the Company
effective January 1,2010. Under the modified matching arrangement,
the Company will match 50% on the first 4% of a partieipant’s pre-tax
contributions. The Company’s expenses related to the plan for 2009,
2008 and 2007 were approximately $7.400, $15,600 and $15.700,

respectively.

Sonoco Investment and Retirement Plan

The Sonoco Investment and Retirement Plan is a defined con-
tribution pension plan provided tor the Company’s salaried and
non-union U.S. employces who were hired on or after January 1,2004.
The Company makes an annual contribution of 4% of all cligible pay
plus 4% of cligible pay in excess of the Social Security wage base to
eligible participantaccounts. Participants are fully vested after five years
of service or upon reaching age 55, if earlier. The Company’s expenses
related to the plan tor 2009, 2008 and 2007 were approximately
$4.250,$4.550 and $4.750, respectively.

Other Plans

The Company also provides retirement and post-retirement bene-
fits to certain other non-U.S. employees through various Company
and local —government sponsored defined contribution arrangements.
For the most part, the liabilities related to these arrangements are
tunded in the period they arise. The Company’s expenses for these
plans were not material for all years presentedi

13. INCOME TAXES

The Company provides for income taxes using the assetand
liability method. Under this method, deferred tax assets and
liabilitics are determined based on differences between financial
reporting requirements and tax laws. Assets and liabilities are
measured using the enacted tax rates and laws that will be in effect

when tl’lC diffCI’CﬂCCS arc CXPCC[CCI to reverse.



The provision for taxes on income for the years ended
December 31 consists of the fo”owing:

2009 2008 2007
Pre-tax income
Domestic $136,029 $150,348  $194262
Foreign 78,192 52,028 61,364
Total pre-tax income $214,221  $202376  $255,626
Current
Federal $ 24,656 $ 44431 $ 59,030
State 3277 7.245 5,764
Forcign 17,196 21,965 22,332
Total current $ 45,129 §$ 73641 S 87126
Deferred
Federal $ 16,663 $ (3781) $(12,381)
State 1,855 (3,437) (4,086)
Foreign 3,171 (11,626)  (15473)
Toral deferred $ 21,689  $(18844) $(31,940)
Total taxes $ 66,818 $ 54797 $ 55186

Deferred tax liabilities/(asscts) are comprised of the following at

December 31:

2009 2008
Depreciation $ 103244 $ 102362
Other 5,082 —
Intangjbles 77583 72,337
Gross deferred tax liabilities $ 185909 $ 174699
Retiree health benefits $ (17,623) $ (24794)
Forcign loss carryforwards (72,487) (69451)
Capital loss carryforwards (22.961) (10,381)
Employce benefics (137920)  (187,055)
Accrued liabilities and other (63,520) (63,645)
Gross deferred tax assets $(314511)  $(355,326)
Valuarion allowance on deferred tax
assets $ 76540 $ 73632
Total deferred taxes, net $ (52,062) $(106995)

Foreign subsidiary loss carryforwards of approximately $294.704
remain at December 31,2009. Their use is limited to future taxable
carnings of the respective ﬁ)rcign subsidiarics. Approximatciy
$204.979 of these loss carryforwards do not have an expiration date.
The remaining loss carryfoi’wards expire at various dates in the future.
Approximately $9.019 of state loss carryforwards and $4,176 of state
credit canyforwards remain at December 31,2009. The state loss and

CeriE Cariyforwards CXPiI’C atvarious datcs in EhC f:thU['C.

A reconciliation of the U.S. federal STACULory tax rate to the actual
consolidated tax expense is as follows:

2009 2008 2007

Statutory tax rate $74977 35.0% $ 70,832 35.0% $ 89470 35.0%
State income taxes, net of

tederal tax benefit 1589 07 2405 12 520 02
Valuation allowance 1526 0.7 5351 26 919 04

Changc inreserve fOf

(2332) (12)  (10361) (4.1)

uncertain tax positions 331 02

Change in estimates

(931) (04)  (4460) (22)  (2.229) (0.9)

related to prior years
Forcign carnings taxed at

other than U.S. rates (5.808) (2.7) (13252) (65) (10,779) (4.2)
Effect of tax race changes

(1219) (06)  (616) (03)  (6107) (24)
(3,647) (1.7)  (3131) (15)  (6247) (24)

$66818 31.2% $ 54797 27.1% $ 55,186 21.6%

Cn&Cth dui‘ing thC year

Orther, net

Total taxes

The change in reserve for uncertain tax positions is shown net of
associated deferred taxes and accrued interest. Included in the changc
are net increases of $4,645, $7,166 and $6,058 for uncertain items aris-
ing in 2009,2008 and 2007, rcspcctivciy. Also included are adjustments
related to prior year items, primariiy decreases related to lapscs of stat-
utes of limitations in international, federal and state jurisdictions as well
as overall changcs in facts and judgment. These adjustmcnts decreased
the reserve by a total of $4.314, $9.498 and $16:419 in 2009, 2008 and
2007, respcctively.

In many of the countries in which the Company operates, carnings
are taxed at rates lower than in the U.S. This benefit is reflected in
“Forcign carnings taxed at other than U.S. rates” along with other
items, if any, that impactcd taxes on forcign carnings in the pcriods
prescntcd. Included in 2009 is a $5,287 charge relatedtoa change in
Mexican tax law. This change had retrospective effectback to 1999,
and eliminated the benefits of filing consolidated returns in those
periods. Included in 2008 is an additional benefit of $4,313 from an
adjustmcnt to the basis of acquircd assets of one of the Company’s
[talian opcrations duetoa change in local tax law.

The benefits included in «Changc in estimates related to prior
ycars» tor each of the years prcscnted consist primarily of adjustmcnts
to deferred tax assets and liabilities arising from the availability of more
accurate estimates. The 2007 benefit from tax rate changes enacted
during the year related primarily to Changcs in Italy and Canada.

Undistributed carnings of international subsidiaries totaled
$309.672 at December 31,2009. Deferred taxes have not been pro-
vided on the undistributed carnings, as the Company considers these
amounts to be indcfinitely reinvested to finance international growth
and expansion. If such amounts were remitted, loaned to the Com-
pany, or the stock in the foreign subsidiaries sold, these carnings could
become subjcct O tax.

(U8}
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Reserve for Uncertain Tax Positions

On January 1,2007, the Company adopted new U.S. GAAP
related to the accounting, for uncertainty in income taxes. Asaresultof
the adoption, the Company recorded a reduction of $5,586 to the
January 1,2007 balance of retained carnings.

The foiiowing table sets forth the reconciliation of the gross
amounts of unrecognized tax benefits at the beginning and ending of
the periods indicated:

2009 2008
$34,800 $36,700

Gross Unrecognized Tax Benefics at January 1

Increases in prior years’ unrecognized tax

benefits 18,300 1,600
Decreases in prior years’ unrecognized
tax benefits (5,700)  (3,000)
Increases in currenc year unrecognized
tax benefits 5,200 7,000
Decreases in unrecognized tax benefits
from the lapse of statutes of
limitations (5,300)  (6,400)
Setclements (1,700)  (1,100)
Gross Unrecognized Tax Benefics at
December 31 $45,600  $34,800

Of the unrecognized tax benefit balances ac December 31,2009
and December 31,2008, approximately $28,400 and $25,600,
rcspcctiveiy, would have an impacton the effective tax rate if uitimatciy
rccognizcd.

Interest and/or pcnaltics related to income taxes are rcportcd as
part of income tax expense. The Company had approximatciy $6,500
accrued for interest at both December 31,2009 and December 31,
2008. Tax expense for the year ended December 31,2009 includes
$800 of interest expense, which is compriscd of an interest benefit of
approximatciy $2,800 related to the expiration of statutes of limi-
tations and interest expense of $3,600 on unrecognizcd tax benefits.
The amounts listed above for accrued interest and interest expense do
not reflect the benefit of a federal tax deduction which would be avail-
able if the interest were uitimateiy paid.

The Company and/or its subsidiaries file federal, state and local
income tax returns in the United States and various forcign juris-
dictions. With few exceptions, the Company isno iongcr subjcct to
US. federal, or non-U.S., income tax examinations by tax authorities
for years before 2006. With respect to state and local income taxes, the
Company is no iongcr subjcct to examination prior to 2004, with few
exceptions.

The estimate for the potcntiai outcome of any uncertain tax issuc is
higiily judgmcntai. The Company believes it has adequately provided
tor any reasonable foreseeable outcome related o these maceers.
However, future results may include favorable or unfavorable adjust»
ments to estimated tax liabilities in the pcriod the assessments are
made or resolved or when statutes of limitation on potcntiai assess-
ments expire. Additionaiiy, the jurisdictions in which carnings or
deductions are realized may differ from current estimates. As a result,
the effective tax rate may fluctuate signiﬁcantiy ona quartcriy basis.

14. COMMITMENTS AND CONTINGENCIES
Contingencies

Pursuant to U.S. GAAP for accounting for contingencices,
accruals for estimated losses are recorded at the time information
becomes available indicating that losses are probable and that the
amounts are reasonably estimable. Amounts so accrued are not
discounted. While the ultimate liabilities reiating to claims and pro-
ceedings may be significant to profitabiiiry in the period recognized, it
is management’s opinion that such liabilities, when finaiiy determined,
will not have an adverse material effect on Sonoco’s consolidated
financial position or iiquidiry.

The Company is a party to various iegai proceedings incidental to
its business and is subjecr to avariety of environmental and poiiution
control laws and reguiations inall jurisdicrions inwhich it operates.
The Company isalso currentiy adefendantina purported class action
by persons who bought Company stock between February 7, 2007
and September 18,2007. That suit aiieges that the market price of the
stock had been inflated by aiiegediy false and misieading carnings pro-
jections pubiished by the Company. Asis the case with other compa-
nies in similar industries, the Company faces exposure from actual or
potenriai claims and iegai proceedings. Some of these exposures have
the potenriai to be material. The Company cannot currentiy estimate
the final outcome ofmany of the items described or the ultimate
amount of potentiai losses.

Environmental Matters

During the fourth quarter of 2005, the U. S. Environmental Pro-
tection Agency (EPA) notified U.S. Paper Mills Corp. (U.S. Mills).a
wholly owned subsidiary of the Company, thac U.S. Millsand NCR
Corporation (NCR), an unrelated party, would be joinely held respon-
sible to undertake a program to remove and dispose of certain
PCB-contaminated sediments at a particular sice on the lower Fox
River in Wisconsin (the “Sice”) which is now labeled by the EPA as
Phase 1. U.S. Mills and NCR reached an agreemenc between them-
selves that cach would fund 50% of the costs of remediation, which
through December 31,2009 have totaled approximately $28.900. The
Company currenriy estimates the remaining costs for the Site
remediation projectas awhole to be between $3,700 and $9,700. The
Company has expensed a total of $17,650 ($12,500 in 2005 and $5,150
in 2007) for its estimated share of the roral cieanup COSt. Througii
December 31,2009, a total of $14,458 has been spenton remediation
of the Site. The remaining accrual of $3,192 represents the Company's
best estimate of what it is likeiy to pay to compiete the Site project.
However, the actual costs associated with cieanup of this particuiar site
are dependent upon many factors and itis reasonably possible that
remediation costs could be higher than the current estimate of project
costs. The Company acquired U.S. Mills in 2001, and the alleged con-
tamination predates the acquisition.

In February 2007, the EPA and Wisconsin Department of Natural
Resources (WDNR ) issued a general notice of potential liability under
the Comprehensive Environmental Response, Compensation, and
Liability Act (CERCLA) and a request to participate in remedial
action implementation negotiations reiaring to astretch of the lower

Fox River, including the bay at Green Bay, (Operating Units 2 - 5) to



cight potentially responsible partics, including U.S. Mills. Operating
Units 2 - 5 include but also comprise a vastly larger arca than the Site.
Although it has notaccepted any liability, U.S. Mills is reviewing this
information and discussing possibie remediation scenarios, and the
allocation ofresponsibiiity therefor, with other potentiaiiy responsibie
partics. On April 9,2007, U.S. Mills, in conjunction with other poten-
tially responsible parties, presented to the EPA and the WDNRa
proposed schedule to mediate the allocation issues among eight
potentially responsible parties, including U.S. Mills. Non-binding
mediation began in May 2007 and continued as bilateral/multilateral
negotiations until mid 2008. To date, no agreementamong the partics
has occurred.

On November 13,2007, the EPA issued a unilateral Admin-
istrative Order for Remedial Action pursuant to Section 106 of
CERCLA. The order requires U.S. Mills and the seven other
respondents jointiy to take various actions to cieanup Operating Units
2= 5. The order establishes two phases of work. The first phase consists
ofpianning and design work as well as preparation for dredging and
other remediation work and initiaiiy was required to be compieted by
December 31,2008. The second phase consists primarily of dredging
and disposing of contaminated sediments and capping of the dredged
and less contaminated areas of the river bottom. The second phase was
required to begin in 2009 and is expected to continue for several years.
The order also provides fora$32.5 per day penaity tor failure by a
respondent to compiy with its terms as well as exposing a
non—compiying respondent o potentiai treble damages. Aithough
U.S. Mills has reserved its rights to contest liability for any portion of
the work, it is cooperating with the other respondents to compiy with
the first phase of the order, aithough its tinancial contribution will
likely be determined by the lawsuit commenced in June 2008.

On June 12,2008, NCR and Appleton Papers, Inc. (API), as plain-
tiffs, commenced a lawsuit against U.S. Mills, as one of a number of
defendants, seeking adeclaratory judgment aiiocating among all the
partics the costs and damages associated with the poiiution and
cleanup of the Lower Fox River. The suitalso secks damages from the
defendants for amounts aiready spent by the piaintiffs, inciuding natu-
ral resource damages, and future amounts to be spent by all parties with
regard to the pollution and cleanup of the Lower Fox River. On
December 16,2009, the court issued an order which concluded thar,
under the equities of the case, NCR and APl were not entitled to any
contribution from U.S. Mills and other defendancs, thereby granting
the defendants’ motions for summary judgment and denying the
piaintiffs’ motions for summary judgment. Aithough an order has been
issued by the court, no appeaiabie final judgment has been entered yet;
nevertheless, NCR has reported that it intends to appeal the ruling,
presumabiy after entry of the final judgment. The Company believes
that this suit will have a minimal, if any, impact on the total amount of
the potential remediation costs associated with Operating Units 2 - 5
but it may have a substantial impacton U.S. Mills share of those costs.

Asof December 31,2009, U.S. Mills had accrued a total of $57,222
for potentiai liabilities associated with the Fox River contamination
(notincluding amounts accrued for remediation ac the Site). Thac
amount represents the minimum of the range of probabie loss that can
be reasonabiy estimated based on information available through the

date of this report. In two separate actions during 2008, U.S. Mills
increased its reserve for all Fox River related liabilities (other than the
Site) from $20,000 to $60.825. Accordingly, U.S. Mills recognized
additional pre-tax charges of $40,825 in 2008 for such potentiai
liabilities. Also during 2008, settlements totaiing $40,825 were reached
on certain of the insurance poiicies covering the Fox River con-
tamination. The recognition of these insurance settlements offset the
impact to carnings of the additional charges in 2008. Through
December 31,2009, a total of $3,603, primarily legal fees, has been
spent against this reserve. Aithough the Company lacks a reasonable
basis for identifying any amount within the range of possibie lossasa
better estimate than any other amount, as has been previousiy dis-
closed, the upper end of the range may exceed the net worth of USS.
Mills. However, because the discharges of hazardous materials into the
environment occurred before the Company acquired U.S. Mills, and
U.S. Mills has been operated as a separate subsidiary of the Company,
the Company does not believe that it bears financial responsibiiity for
these legacy environmental liabilities of U.S. Mills. Therefore, the
Company continues to believe that the maximum additional exposure
to its consolidated financial position is limited to the cquity position of
U.S. Mills, which was approximately $82,000 ac December 31,2009.

The Company has been named asa potentiaiiy responsibie party at
several other environmentaiiy contaminated sites. All of the sites are
also the responsibiiity of other partics. The potentiai remediation
liabilities are shared with such other partics, and, in most cases, the
Company’s share, ifany, cannot be reasonabiy estimated at the current
time.

As of December 31,2009 and 2008, the Company (and its sub-
sidiaries) had accrued $63.800 and $70,542, respectively, relaced to
environmental contingencies. Of these, a total of $60.414 and $67.411
relate to U.S. Mills ac December 31,2009 and 2008, respectively.
These accruals are included in “Accrued expenses and other” on the
Company’s Consolidated Balance Sheets. As discussed above, U.S.
Mills also recognized 2$40,825 benefit from cash settlements reached
on certain insurance poiicies covering the Fox River contamination in
2008. Of the rotal serdlements received, up to $13.900 is subject to
being reimbursed to the insurance companies to the extent, if any, that
tuture costs incurred are less than that amount. U.S. Mills” two remain-
ing insurance carricrs are in liquidation. Itis possible thac U.S. Mills
may recover from these carriers a small portion of the costs it ulti-
mately incurs. U.S. Mills may also be able to recoup some of the costs ic
incurs from other parties. There can be no assurance that such claims
for recovery would be successful and no amounts have been recog-
nized in the consolidated financial statements of the Company for
such potentiai recovery or recoupment.

Commitments

As of December 31,2009, the Company had long-term obliga-
tions to purchase eiectricity and steam, which it uses in its production
processes, as well as iong—term purchase commitments for certain raw
materials, principaiiy old corrugated containers. These purchase
commitments require the Company to make total payments of
approximatcly $253,700, as follows: $40,300 in 2010; $38,800in 2011
$38,300in 2012, $37,100in 2013 and a total of $99,200 from 2014
through 2027.
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15. SHAREHOLDERS' EQUITY AND EARNINGS
PER SHARE
Stock Repurchases

The Company’s Board of Directors has authorized the repurchase
ofup t0 5,000,000 shares of the Company)s common stock. No shares
were repurchased under this authorization during 2009. Accordingly,
at December 31,2009, a total of 5,000,000 shares remain available for
repurchase.

The Company occasionally repurchases shares of its common
stock to satisfy empioyee tax withholding obiigations in association
with the exercise of stock appreciation rights and perﬁ)rmance—based
stock awards. These repurchases, which are not partof a publicly
announced plan or program, totaled 50,684 shares during 2009 aca
costof $1,239.

Earnings per Share
The foiiowing table sets forth the computation of basic and diluted

earnings per share:
2009 2008 2007
Numerator:
Net income attributable to
Sonoco $ 151,482 164608 $ 214,156

Denominator:
Weighted average common
shares outstanding 100,780,000 100,321,000 100,632,000
Dilutive effect of stock-
249,000 665,000 1,243,000

101,029,000 100,986,000 101,875,000

b;lSCCi compcnsarion

Diluted ourstanding shares

Per common share:
Net income attributable to

Sonoco:
Basic $ 1.50 $ 1.64$ 213
Diluted $ 1.50 $ 1.63$ 2.10

The Company declared dividends totaling $1.08 and $1.07 per
share in 2009 and 2008, respcctivciy.

Certain stock appreciation rights and options to purchasc shares of
the Company’s common stock are not dilutive because the exercise
price s greater than the market price of the stock at the end of the fis-
cal year. Accordingiy, the foiiowing shares were not included in the

computations of diluted income per share amounts:

2009 2008
2,734,616  3,685058

2007
1,586,000

Anti-dilutive options/SARs

These options/SARs may become dilutive in future periodsif the
market price of the Company’s common stock appreciates. No
adjustmcnts were made to rcportcd netincome in the computation of

carnings per sharc.

16. FINANCIAL REPORTING FOR BUSINESS SEGMENTS

The Company identifies its rcportabic segments in accordance
with U.S. GAAP, by evaluating the level of detail reviewed by the
chief opcrating decision maker, gross profit margins, nature of
products sold, nature of the production processes, type and class of
customer, methods used to distribute product and nature of regu-
latory environment.

The Consumer Packaging segment includes the following prod-
ucts and services: round and shaped rigid packaging (both composite
and piastic); printed flexible packaging; metal and peeiahie membrane
ends and closures; and giobai brand arework management.

The Tubes and Cores/Paper segment includes the following
products: high«performance paper and composite paperhoard tubes
and cores; fiber-based construction tubes and forms; paiiets and pailet
components; recycied paperboard, linerboard, corrugated medium,
recovered paper and other recycied materials.

The Packaging Services segment provides the foiiowing products
and services: designing, manufacturing, asscmhiing, packing and
distrihuting temporary, semipermanent and permanent
point—of—purchase dispiays; and suppiy chain management services,
inciuding contract packing, tulfillment and scalable service centers.

AllOther Sonoco represents the Company’s businesses that do
not meet the aggregation criteria for inclusion as a separate reportahie
segment under U.S. GAAP. All Other Sonoco includes the following
products: wooden, metal and composite wire and cable reels; molded
and extruded piastics; custom«designed protective packaging; and
paper amenities such as coasters and giass covers.

Restructuring, assetimpairment and environmental remediation
charges, interest expense and interest income are included in income

»

hefore income taxes under ((COYPOI”&[C & Environmentai



The fol[owing table sets forth financial information about each of

thC Company’s busincss SCngI’l[SZ

Years ended December 31

Tubes and
Cores/ Packaging All Other - Corporate &

Consumer

/’/lt‘klﬂﬂlg Paper Services Sonoco  Environmental Consolidated
Total Revenue
2009 $1,552428 $1,418,183 $427,705 $319.440 $ —  $3717,756
2008 1,588251 1,774,821 502,556 402,469 — 4,268,097
2007 1,457,873 1,807,035 503,240 415,799 — 4183947
Intersegment Sales!
2009 $ 1827 $ 79049 $ 1,167 $ 38382 $ — $ 120425
2008 1,789 100,185 1,190 42,548 — 145712
2007 2918 95,071 1243 44723 — 143,955
Sales to Unattiliated Customers
2009 $1,550,601 $1,339,134 $426,538 $281,058 $ —  $3597.331
2008 1,586,462 1,674,636 501,366 359921 — 4122385
2007 1454955 1711964 501,997 371,076 — 4039992
Income Before Income Taxes?
2009 $ 169932 8 72248 $ 11,008 $ 26399 $ (65366) $ 214221
2008 130944 145840 28471 44379 (147258) 202,376
2007 105483 168842 43515 51,385 (113599) 255,626
Identifiable Assets?
2009 $1,070,323 $1,347,772 $302,496 $177510 $ 164479  $3,062,580
2008 1,076,604 1286477 300,586 180,873 241926 3,086,466
2007 1,158,347 1,439,045 313,021 189,179 240,651 3,340,243
Depreciation, Depletion and Amortization*
2009 $ 69483 S 85520 $ 10872 7712 S — $ 173587
2008 73,679 87654 11016 10,685 — 183,034
2007 67,295 91,160 11,041 11,843 — 181,339
Capital Expenditurest
2009 $ 352258 56959 $ 5235 % 6731 § — % 104150
2008 41,841 70,510 2,631 8,132 - 123,114
2007 74,708 75,654 3174 15908 — 169444

! Intersegmentsales are recorded ata markee-related transter price.
Included in Corporate & Environmental are restructuring, assct impairment and

environmental chargcs associated with the following segments:

Tubes and

Consumer Cores/ /’zu‘bzg/r&/ All Other Corporate &

Pdc‘[’ﬂg//zg Paper Services Sonoco  Environmental — Total
2009 $ 3767 $ 18857 % 1270 $ 2081 § 826 $ 26801
2008 21,695 32,669 2,058 988 42,651 100,061
2007 23462 35493 585 1,801 — 61,341

The remaining amounts reported as Corporate & Environmental consist of

Incerest expense and interest income.

Identifiable assets are those asscts used by each segment in its operations. Corpo-

rate asscts consist primarily of cash and cash equivalents, investments in affiliates,

hcadquarters facilities and prepaid expenses.

4 Dcprcciation, dcplction and amortization, as well as capital cxpcnditurcs thatare
incurred at Corporate, arc allocated to the rcportab[c segments and All Other

Sonoco.

Geographic Regions
SalCS to Unafﬁhatcd customers and long—livcd assets by gCOgraPhiC
ngiOn arc as fO“O\VSZ

2009 2008 2007
Sales to Unaffiliated
Customers
United States $2,315,075  $2396641  $2,519,949
Europe 616,744 762,143 730,393
Canada 315,880 374,122 384416
All other 349,632 389,479 405,234
Total $3,597,331  $4,122385 $4.039992
Long-lived Assets
United States $1,285,838 $1314106 $1,346288
Europe 308,012 320271 368492
Canada 246,835 228,630 303,454
All other 114,658 103814 162,098
Total $1,955,343  $1966821  $2,180,332

Sales are attributed to countries/ regions based upon the plant loca-
tion from which products are shipped. Long-lived assets are compriscd
of property, plant and cquipment, goodwill, intangiblc assets and
investment in affiliates (see Notes 6 and 7).

17. ACCUMULATED OTHER COMPREHENSIVE LOSS
ThC f:OHOWil’lg t{lblC summarizes EhC componcnts ofaccumulatcd

Otl’lCl’ C()mpl'Cl’lCﬂSiVC IOSS and tl’lC changcs in accumulatcd Otl“lCI'

comprchcnsivc lOSS, net ()ftax as applicablc, fOl' tl"lC yC?l['S Cl’ldCd

December 31,2009 and 2008:

Foreign Accumulated

Currency Defined  Derivative Orher
Translation Benefir Financial -~ Comprebensive
Adjustments — Plans — Instruments Loss

Balance at December 31,2007 $ 72,819 $(178,658) $ (1,535) $(107,374)
Change during 2008 (141,556) (194,149) (11,600)  (347,305)

Balance at December 31,2008 $ (68,737) $(372,807) $(13,135) $(454.679)
Change during 2009 795335 56149 8526 144210

Balance at December 31,2009 $ 10,798 $(316,658) $ (4609) $(310469)

The cumulative tax benefit on Derivative Financial Instruments
was $2.720 and $7.680 at December 31,2009 and 2008, respectively.
The tax benefit on Derivative Financial Instruments decreased by
$(4.960) during the year ended December 31,2009 and increased by
$6.820 during the year ended December 31,2008

The cumulative tax benefit on Defined Benefit Plans was $186,001
and $225.258 at December 31,2009 and 2008, respectively. The tax
benefic on Defined Benefit Plans decreased by $(39.257) during the
year ended December 31,2009 and increased by $122,453 during the
year ended December 31,2008.

The change in defined benefit plans includes pre-tax changes of
$(2439) during the year ended December 31,2009 and $671 during
the year ended December 31,2008 related to changes in benefit plans
of the Company’s equity method investments.
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18. NEW ACCOUNTING PRONOUNCEMENTS

Discussed below is the signiﬁcant accounting guidance that firsc
became eftective for the Company during fiscal 2009 and any guidance
issued but not yet ctfective thatis expected to havea significant impact
when adopted. Other guidance which became effective during the
year cither does not apply to the Company or did not have a mean-
ingful impacton the Company’s tinancial statements.

In September 2006, the FASB issued FAS 157, Fair Value
Measurements, which defined fair value, established a framework for
measuring fair value and expanded disclosures about fair value
measurements. The provisions of FAS 157 became effective in two
phases. As of January 1,2008, FAS 157 became effective only for
tinancial assets and liabilities and for any non-financial assets and
liabilities measured at fair value on a recurring basis. Effective ]anuary 1,
2009, the provisions of FAS 157 applics to all assets and liabilicies. The
adoption of FAS 157 did not require any new fair value measurements.
The impact to the Company of the full adoption of FAS 157 was
largely confined to how the Company values assets recorded in con-
nection with a business acquisition and in its analysis of potential
goodvvill and other asset impairments. Beyond the expanded dis-
closure, the adoption of FAS 157 has not had a marerial impact on the
Company’s financial statements.

In December 2007, the FASB issued FAS 141(R), Business
Combinations which replaced FAS 141. While FAS 141(R) retained
the fundamental requirement that the acquisition method of account-
ing be used for all business combinations, several signiﬁcant changes
were made, some of which include: the scope of transactions covered;
the treatment of transaction costs and subsequent restructuring
charges; accounting for in-process research and development, con-
tingentassets and liabilities, and contingent consideration; and how
post-transaction adjustments are reported. For Sonoco, this statement
became effective onJanuary 1,2009,and applies to business combina-
tions occurring on or after that date. The application of this standard
did not impact the Company’s tinancial statements for transactions
that occurred prior to the effective date. During 2009, the Company
made only one acquisition ara total cost ol-approximately $7,000 and,
as such, the application of FAS 141(R) was inconsequential. However,
its application is expected to havea signilicant impacton the Compa—
ny’s accounting, for future acquisitions compared to prior practice.

In December 2007, the FASB issued FAS 160, Noncontrolling
Interests in Consolidated Financial Statements which amended the
accounting and reporting fora noncontrolling interestin a subsidiaiy
and the deconsolidation of a subsidiary. This statement provides thata
noncontrolling interestin a subsidiary should be reported as equity
rather than asa “minority interest” liability and requires thatall pur-
chases, sales, issuances and redemptions ol-ownersl'iip interests in a
consolidated subsidiary be accounted for as cquity transactions if the
parenc retains a controlling financial interest. FAS 160 also requires
thata gain or loss be recognized whena subsidiary is deconsolidated
and, ifa parentretains a noncontrolling equity investment in the for-
mer subsidiary, that the investment be measured at its fair value. This
statement became effective January 1,2009, and was applied pro-

spectively except for the presentation and disclosure requirements

which are retrospective. Accordingly, upon adoption on ]anuary L,
2009, minority interests, which were previously included in “Other
liabilities™ on prior years’ balance sheets, were renamed “noncontrolling
interests” and are presented asa component ol‘equity forall periods
presented. In addition, “Net income” on each of the Company)s prior
period Consolidated Statements of Income was recast to include the
netincome attributable to noncontrolling interests. ‘Net income
attributable to Sonoco” (previously reported as “Netincome”) was not
affected.

In March 2008, the FASB issued FAS 161, Disclosures about
Derivative Instruments and Hedging Activities' which requires
enhanced disclosures about (a) how and why an entity uses derivative
instruments, (b) how derivative inscruments and relaced hedged items
are accounted for under Statement 133, and (¢) how derivarive
instruments and related hedged items affectan entity’s financial posi-
tion, financial performance and cash flows. This Statement was
adopred effective January 1,2009, and, as such, the required disclosure
enhancements are included in these financial statements.

In December 2008, the FASB issued FSP FAS 132(R)-1, Em-
ployers Disclosures about Postretirement Benefie Plan Assets.” This
ESP requires expanded disclosure regarding how investment alloca-
tion decisions are made, including factors that are pertinent to an
understanding of investment policies and strategics; the fair value of
cach major category of plan assets; information that enables financial
statement users to assess the inputs and valuation techniques used to
develop fair value measurements of plan assets, including additional
details regarding assets valued using significant unobservable inputs
(Level 3); and, significant concentrations of risk. This Staff Position is
cftective for financial statements issued for fiscal years ending after
December 15,2009, and as such the required disclosures are included
in these financial stacements. The provisions of this FSP are not
required for earlier periods that are presented for comparative pur-
poses.

In April 2009, the FASB issued FSP FAS 141(R)-1, “Accounting
for Asscts Acquired and Liabilities Assumed in a Business Combina-
tion That Arise from Contingencies.” This FSP modified FAS 141(R)
to provide that contingentassets acquired or liabilities assumed in a
business combination shall be recorded at fair value if the acquisition-
date fair value can be determined during the measurement period. If
not, such items are to be recognized at the acquisition date only il-they
mect the recognition requirements of FAS 5. In periods after the
acquisition date, contingentassets and liabilities that were not recog-
nized at the acquisition date are to be accounted for in accordance
with other applicable GAAP, including FAS 5, as appropriate. Items
recognized atthe acquisition dare (or during the measurement period)
are to be recorded as part of the acquisition. [tems recognized sub-
sequently are to be reflected in that period’s income. While chis FSP
had an effective date of January 1,2009, because there was no such
activity in the current year it had no impacton the Company’s tinancial
statements, but it may have application in future years.

Asof December 31,2009, there was no issued guidance pending
tuture adoption thatis expected to havea signiﬁcant impacton the

Company.



19. SELECTED QUARTERLY FINANCIAL DATA

ThC fOlIOWillg tablc scts forth SﬁlﬁCth quarterly ﬁnancial data Of

20. VALUATION AND QUALIFYING ACCOUNTS

the Company: Column A Column B - Additions ~ Column C - Column D
Balance at C})mged to Balance
First Second Third Fourth Beginning - Cosisand ~ Charged to at End
(Unaudited) Quarter  Quarter  Quarter  Quarter of Year LExpenses Other  Deductions (’/ Year
2009 2009
Netsales $ 800,629 $ 864,231 $ 930,560 $1,001,911  Allowance for
Gross profit 140,863 158,284 173,056 193,843 Doubtful
Restructuring/ Asset Accounts  $ 9269 $5825 $ 705" $4821>7 $10,978
impairment charges (7,210)  (10,386) (158) (9,047) LIFOReserve 17,667 1,4883 19,155
Net income attributable to Valuation
Sonoco 23,122 33,610 47,671 47,079 Allowance
Per common share: on-
Net income ateributable Deferred i
0 Sonoco: Tax Assets 73,632 4,1214 1,9285 3,141¢6 76,540
- basic $ 23 % 338 47 % 47 2008
- diluted 23 33 47 46 Allowance for
Cash dividends Doubtful
- common 27 27 27 27 Accounts  $ 9519  $ 4516 $ (395)' $4371* $ 9269
Market price LIFO Reserve 16,404 12633 17,667
- high 25.41 26.18 2895 3061 Valuation
-low 1670 2027 2258 26.17 Allowance
2008 on
Net sales §1037.996 $1086567 $1063250 § 934572 Deferred ) , _ .
Gross profit 186402 194681 184736 1ss211  _ TaxAses 73175 113961 (48940  6045¢ 73632
Restructuring/ Asset 2007
impairment charges (61,538)  (10,770) (5530)  (22223)  Allowance for
Net income attributable to Doubtful
Sonoco 13259 57,986 57.351 36,012 Accounts  $ 8983 $ 1261 $ 1,395 $21202  $ 9519
Per common share: LIFO Reserve 14,602 1,8023 16,404
Netincome attributable Valuation
to Sonoco: Allowance
- basic $ 13 ¢ 58 % 57°% 36 on
- diluted 13 57 57 36 Deferred ) )
Cash dividends Tax Assets 56,754 918 15,503 73,175
- common 26 27 27 27 Includes translation adjusements and other insignificanc adjustments.
Market price 2 Includes amounts written off.
- high 3%‘48 3485 3581 3104 Includes adjustments based on pricing and inventory levels.
-low 2597 2820 2958 19.84 4 Includes creation offoreign and domestic deferred rax assets for which no benefit
is expected to be realized.
5 Includes translation adjustments.
6 Includes utilization and expiration of-capital loss carryfblwzu‘ds, netoperating loss
carr_yforwards, and other deferred tax assets.

Il]ClleCS changes in Valuatlon /AHO\V;U]CC dUC to foreign net operating lOSSCS é!.l]d

translation adjustments.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH
ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

Notapplicable.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
Under the supervision, and with the participation, of our manage-
ment, including our principal executive officer and principal tinancial
ofticer, we conducted an evaluation of our disclosure controls and
procedures (as defined in Rule 13a-15(¢) under the Securities
Exchange Act of 1934). Based on this evaluation, our principal exccu-
tive officer and principal tinancial officer concluded that such controls
and procedures, as of the end of the year covered by this Annual

Report on Form 10-K, were effective.

Management’s Report on Internal Control over
Financial Reporting

Our management is responsible for establishing and maintaining
adequate internal control over financial reporting, as such term is
defined in Rule 13a-15(F) under the Securities Exchange Actof 1934.
Under the supervision and with the participation of our management,
including our principal executive officer and principal tinancial officer,
we conducted an evaluation of the effectiveness of our internal control
over tinancial reporting based on the framework in Internal Control -
Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on our evaluation
under the framework in Internal Control - Integrated Framework, our
management concluded that our internal control over financial
reporting was effective as of December 31,2009. Pricewaterhou-
scCoopers LLP (PwC), our independent registered public accounting
tirm, has audited the effectiveness of our internal control over financial
reporting as of December 31,2009, and has issued an attestation
report, which appears at the beginning of Item 8 of this Annual Report
on Form 10-K.

Changes in Internal Control over Financial Reporting

The Company is continuously seeking to improve the efficiency
and effectiveness of its opcrations and of its internal controls. This
results in refinements to processes throughout the Company. How-
ever, there has been no change in the Company’s internal control over
financial reporting (as defined in Rule 13a-15(f) under the Securities
Exchange Actof1934) during the most recent fiscal quarter that has
materially affected, oris reasonably likely to materially affect, the
Company’s internal control over financial reporting,

ITEM 9B. OTHER INFORMATION
Not applicable.



Part Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND
CORPORATE GOVERNANCE

The information set forth in the Company)s definitive Proxy State-

ment for the annual meeting of sharcholders to be held on April 21,
2010 (the Proxy Statement), under the captions “Election of
Directors,”“Information Concerning Directors Whose Terms
Continue,”“Additional Information About Experience and Qual-
ifications of Directors and Nominees,” and “Section 16(a) Beneficial
Ownership Reporting Compliance,” is incorporated herein by refer-
ence. Information about executive officers of the Company is set forth
in [tem 1 of this Annual Reporton Form 10-K under the caption
“Exccutive Officers of the Registrant.”

Code of Ethics - The Company has adopted a code of ethics (as
defined in Item 406 of Regulation S-K) thatapplics to its principal
executive officer, principal tinancial officer, principal accounting offi-
cer, and other senior executive and senior financial officers. This code
of ethics is available througli the Company’s Web site, wiww.sonoco.com,
and is available in print to any shareholder who requests it. Any waivers
oramendments to the provisions of this code of ethics will be postcd
to this Web site within four business days after the waiver or amend-
ment.

Audit Committee Members — The Company has a separatcly
dcsignatcd standing audit committee established in accordance with
Section 3(a)(58)(A) of the Securities Exchange Actof 1934. The
audit committee is compriscd of the following members: Marc D.
Oken, Chairman; Edgar H. Lawton I1I; Caleb C. Fort; John E. Lin-
ville; James M. Micali; and Philippe R. Rollier.

Audit Committee Financial Expert - The Company's Board
of Directors has determined that the Company has at least one “audit
committee financial cxpcrt,” as that term is defined by Ttem 407(d)(5)
of Regulation S-K promulgated by the Securities and Exchange
Commission, serving on its audit committee. Mare D. Oken meets
the terms of the definition and is indepcndent based on the criteria in
the New York Stock Exchange Listing Standards. Pursuant to the
terms of ltem 407(d)(5) of Regulation S-K. a person who is
determined to be an “audit committee financial cxpcrt” will not be

ClCClT]CCl an CXPCF[ for any purpose asa rcsult ofbeing clesignatcd or

Equity Compensation Plan Information

identified as an “audit committee financial cxpert” pursuant to

[tem 407, and such dcsignation or identification does not impose on
such person any duties, obligations or liability that are greater than the
duties, obligations and liability imposcd onsuch personasa member of
the audit committee and Board of Directors in the absence of such
dcsignation or identification. Further, the designation or identification
ofa personas an “audit committee financial cxpert” pursuant to

[tem 407 does not affect the duties, obligations or liability of any other
member of the audit committee or Board of Directors.

The Company’s Corporate Governance Guidelines, Audit Commit-

tee Charter, Corporate Governance and Nominating Committee
Charter and Executive Compensation Committee Charter are available
tlirougl'i the Company’s Web site, wiwiw.sonoco.com. This information is

available in print to any sharcholder who requests it.

ITEM 11. EXECUTIVE COMPENSATION

The information set forth in the Proxy Statement under the cap-
tion “Compensation Commiteee Interlocks and Insider Participation,”
under the caption “‘Management Compensation,”and under the cap-
tion “Director Compensation" is incorporatccl herein by reference.
The information set forth in the Proxy Stacement under the caption
“Compensation Committee Report” is also incorporated herein by
reference, bue pursuant to the Instructions to Item 407(c)(5) of Regu-
lation S-K, such report shall not be deemed to be “soliciting material”
or subject to Regulation 14A, and shall be deemed to be “furnished”
and not “filed” and will not be deemed incorporated by reference into
any filing under the Securities Act of 1933 or the Securities Exchange
Actof 1934 as a result of bcing so furnished.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information set forth in the Proxy Statement under the cap-
tion “Security Ownership of Certain Beneficial Owners,” and under
the caption “Security Ownership of Management” is incorporated

herein by reference.

The following table sets forth aggrcgatcd information about all of the Company’s compensation plans (including individual compensation

arrangements) under which equity securities of the Company are authorized for issuance as of December 31,2009:

Number Q/ Securities
7‘c'mzz'm'/zg avai d/J/t'/()r
ﬁzm re issuance under
equity compensation
/)/mzx (excludin
securities 7’4’//L’L‘[£’/§Zﬂ
column (a))!

Number of securities
10 be issued upon
exercise af '
r)zzzi‘mm/zﬂg options,
warrants and 7'1&(7/7/5

l"l//t’/(fh/f//vlL’f?ll(ft‘
7 erag
exercise price (/f
outxtmzdﬁg options,
warrants and rz'g/_z/x

Plan category (a) (b) (c)

Equity compensation plans approved by security holders 7.880,324 $27.02 5914617
Equity compensation plans not approved by security holders — — —
Total 7.880,324 $27.02 5914617

' The Sonoco Products Company 2008 Long-Term Incentive Plan was adoptcd atthe Company's 2008 Annual Meeting of Sharcholders. The maximum number of shares of

common stock that may be issued was set at 8,500,000 shares, subjcct to certain adjustments, which included all awards chat were grantcd, forfeited or expired during 2008 underall

previous plans,
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The weighted«average exercise price ot $27.02 relates to stock
options, stock appreciation rights, and deferred compensation stock
units, which account for 6,008,252 of the 7,880,324 securities issuable
upon exercise. The remaining securities relate to performance con-
tingent restricted stock units and restricted stock unit awards that have

No exercise price requirement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information set forth in the Proxy Statement under the cap-
tions “Related Party Transactions” and “Corporate Governance -
Director Independence Policies” is incorporated herein by reference.
Each member of the Audit, Corporate Governance and Nominating,
and Exccutive Compensation Committees is independentas defined

in the listing standards of the New York Stock Exchange.

ITEM 14. PRINCIPAL ACCOUNTANT FEES
AND SERVICES

The information set forth in the Proxy Statement under the cap-
tion ‘Independent Registered Public Accounting Firm”™is

incorporated herein by reference.



Part IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)

32
41

42

43
4-4

10-1

10-2

10-3

10-4

10-5

10-6

10-7

10-8

10-9

10-10

Financial Statements — The following financial statements are providcd under [tem 8 — Financial Statements and
Supplcmcnmry Data of this Annual Report on Form 10-K:

- Consolidated Balance Sheets as of December 31,2009 and 2008

— Consolidated Statements of Income for the years ended December 31,2009, 2008 and 2007

~ Consolidated Statements of Comprehensive Income/(Loss) for the years ended December 31,2009, 2008 and 2007
— Consolidated Statements of Changcs in Shareholders’ Equiry for the years ended December 31,2009, 2008 and 2007
- Consolidated Statements of Cash Flows for the years ended December 31,2009, 2008 and 2007

- Notes to Consolidated Financial Statements

- Report of Independent Registered Public Accounting Firm

Financial Statement Schedules — All schedules are omitted because thcy are not rcquircd, are not applicablc or the

rcquircd information is givenin the financial statements or notes thereto.

Exhibits

Articles of Incorporation, as amended (incorporated by reference to the Registrant’'s Form 10-Q for the quarter ended June 27,
1999)

By-Laws, asamended (incorporated by reference to the Registrant’s Form 8-K filed December 6,2007)

Indenture, dated as of June 15, 1991, berween chistrant and The Bank of New York, as Trustee (incorporatcd by reference to
the Registrant’s Form $-4 (File Number 333-119863))

First Supplemental Indenture, dated as of June 23, 2004, between Registrantand The Bank of New York, as Trustee
(incorporated by reference to the Registrant’'s Form 10-Q for the quarter ended June 27,2004)

Form of Note for 5.625% Notes due 2016 (incorporated by reference to the Registrant’s Form S-4 (File Number 333-119863))

Form of Note for 6.50% Notes due November 15, 2013 (incorporated by reference to Registrant’s Form 10-Q for the quarter
ended Seprember 30,2001)

1991 Sonoco Products Company Kcy Employcc Stock Plan, as amended (incorporatcd by reference to the chistrant’s Form

10-Q for the quarter ended Seprember 30,2007)

Sonoco Products Company 1996 Non-employee Directors’ Stock Plan, as amended (incorporated by reference to the

Registrant’s Form 10-Q for the quarter ended Seprember 30, 2007)

Description of Stock Appreciation Rights and Performance Contingent Restricted Stock Units granted to executive officers of

the Regjstrant on February 3,2009 (incorporated by reference to Registrant’s Form 8-K filed February 9, 2009)

Sonoco Savings Plan, as amended (incorporated by reference to the Registrant’s Form S-8 filed October 28,2002 (File No. 333-
100799) and Form 10-Q for the quarter ended March 29,2009)

Sonoco Products Company 2008 Long-Term Incentive Plan (incorporated by reference to the Company’s Proxy Statement

for the Annual Meeting of Sharcholders on April 16,2008)

Deferred Compensation Plan for Key Employees of Sonoco Products Company (ak.a. Deferred Compensation Plan for
Corporate Officers of Sonoco Products Company), as amended (incorporated by reference to the Registrant’s Form 10-Q for

the quarter ended Seprember 28,2008)

Omnibus Benefit Restoration Plan of Sonoco Products Company, amended and restated as of January 1, 2008 (incorporated by
reference to the Registrant's Form 10-K for the year ended December 31, 2008 and Form 10-Q for the quarter ended March
29,2009)

Deferred Compensation Plan for Outside Directors of Sonoco Products Company, as amended (incorporated by reference to

the Registrant’s Form 10-Q for the quarter ended Seprember 28,2008)

Form of Executive Bonus Life Agreement between the Company and certain excecutive officers (incorporated by reference to

the Registrant’s Form 10-Q for the quarter ended Seprember 26,2004)

Form of Executive Bonus Life Supplemental Agreement between the Company and Charles L. Sullivan, Jr. (incorporated by
reference to Registrant’s Form 10-K for the year ended December 31,2004)
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10-11

10-12

10-13
10-14

10-15

10-16

10-17

10-18

10-19

10-20
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Adjustment to Supplemental Executive Retirement Plan for Charles L. Sullivan, Jr. (incorporated by reference to Registrant's

Form 8-K filed April 22,2005)

Amendment to terms of Restricted Stock Units granted to Harris E. DeLoach, Jr. (incorporated by reference to Regjstrant’s

Form 8-K filed October 19,2005)
Amendments to the Omnibus Benetit Restoration Plan of Sonoco Products Company, dated Fcbruary 10,2010

Description of Stock Appreciation Rights and Long-term Restricted Stock Units grantcd to executive officers of the Registrant
on January 31,2006 (incorporated by reference to Registrant’s Form 8-K filed February 3,2006)

Amended and Restated Credit Agreement (incorporated by reference to Registrant’'s Form 10-Q for the quarter ending June
25,2006)

Sonoco Investment and Retirement Plan, effective January 1,2004 (incorporated by reference to the Registrant’s Form 10-K for

the year ended December 31,2007)

Sonoco Products Company Amended and Restated Trust Agreement for Executives, as of October 15,2008 (incorporated by
reference to the Registrant’s Form 10-Q for the quarter ended September 28, 2008)

Sonoco Products Company Amended and Restated Directors Deferral Trust Agreement, as of October 15,2008
(incorporated by reference to the Registrant’'s Form 10-Q for the quarter ended Seprember 28,2008)

Description of Stock Appreciation Rjghts and Performance Contingent Restricted Stock Units grantcd to executive officers of
the Registrant on February 5,2008 (incorporated by reference to Registrant’s Form 8-K filed February 22,2008)

Performance-Based Annual Incentive Plan for Executive Officers (incorporated by reference to the Registrant’s Proxy

Statement for the April 19,2000 Annual Mecting of Sharcholders)

Statements regarding Computation of Ratio of Earnings to Fixed Charges

Subsidiarics of the Registrant

Consent of Independent Registered Public Accounting Firm with respect to Regjstrant’s Form 10-K

Certifications of Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbancs—Oxlcy Actof
2002and 17 CER 240.13a-14(a)

Certifications of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbancs—()xley Actof
2002 and 17 C.FR.240.13a-14(b)

Proxy Statement, filed in conjunction with annual sharcholders’ meeting scheduled for April 21,2010 (to be filed within 120
days after December 31,2009)



Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, on this 26t day ochbruary 2010.

SONOCO PRODUCTS COMPANY

/émé’.ﬂ/ﬁv/%

Harris E. DeLoach, Jr.
Chairman, President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchangc Actof 1934, this report has been signed below by the following persons on behalf of

the Registrant and in the capacities indicated on this 26 day ofFebruary 2010.

qu

Charles J. Hupfer
Senior Vice President and Chief Financial Officer

(principal financial officer)

Barry L. Saunders
Vice President and Corporate Controller
(principa] accounting officer)
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Signatures, continued

/s/ H.E.DelLoach,Jr.

H.E. DeLoach, Jr.

/s/].L.Coker

J.L. Coker
/s/ P.L Davies
P.L. Davies
/s/  C.C.Fort
C.C.Fort

/s/  EH.Lawton, III

E.H. Lawton, 11
/s/  JE. Linville

J.E. Linville
/s/ JM.Micali

JM. Micali
/s/ JH. Mullin, 11

JH. Mullin, 11
/s/ LW.Newton

L.W. Newton
/s/ M.D.Oken
M.D. Oken
/s/ PR Rollier
PR Rollier

/s/ T.E.Whiddon

T.E. Whiddon

President,

Chief Executive Officer and Director (Chairman)

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director



Investor Information

The following graph compares the cumulative five-year total
return to sharcholders on Sonoco Products Company’s com-
mon stock relative to the cumulative total returns of the S&P
500 index and the Dow Jones U.S. Containers & Packaging

index. An investment of $100 (with reinvestment of all divi-

dends) is assumed to have been made in our common stock and
in cach of the indexes on 12/31/2004 and its relative perfor-
mance is tracked through 12/31/2009.

The stock price performancc included in this graph is not

ncccssarily indicative of future stock price pcrformance.

COMPARISON OF FIVE-YEAR CUMULATIVE

TOTAL RETURN®

(AMONG SONOCO, THE S&P 500 INDEX AND THE
DOW JONES U.S. CONTAINERS & PACKAGING INDEX)

$150
125
100%
75
04 05 06 07 08 09
M sonoco
B s s00
DOW JONES U.S. CONTAINERS & PACKAGING
12/04  12/05  12/06  12/07  12/08  12/09
Sonoco Products Company 10000 10246 13652 120.61 8874 11742
S&P500 100.00 10491 12148 12816 8074 10211

Dow Jones US Containers & Packaging 100.00

99.37 11138 118.87 7453 104.68

*$100 invested on 12/31/04 in stock and index, including reinvestment of dividends.

Fiscal year ending Dec. 31.

©2010 S&P, a division of The McGraw-Hill Companies Inc. All rights reserved.
©2009 Dow Jones & Co. All rights reserved.
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Dollars and Shares in Thousands Except Per Share

Years ended December 31 2009 2008 2007 2006
Operating Results!
Netsales $3,597,331 $4,122,385 $4,039,992 $3,656,839
Cost of sales and operating expenses 3,317,744 3,772,751 3695917 3,310,751
Other expense, net? 26,801 100,061 36,191 25970
Interest expense 40,992 53,401 61,440 51,952
Interestincome (2,427) (6.204) (9.182) (6.642)
Income before income taxes 214,221 202,376 255,626 274,808
Provision for income taxes3 66.818 54.79 35.186 93329
Income from continuing operations 147,403 147579 200,440 181,479
Income from discontinued opcrations, net ofincome taxes
Income before equity in carnings of affiliaces ¢ 147,403 147,579 200,440 181,479
Equityin carnings of affiliates. net of tax 7.742 9679 11,586 12,185
Netincome 155,145 157,258 212,026 193,664
Less: Netincome/(loss) actributable to noncontro“ing interests> 3,663 (7.350) (2.130) (1.417)
Netincome attributable to Sonoco 151,482 164.608 214,156 195,081
Per common share:
Netincome artributable to Sonoco:
Basic $1.50 $1.64 $2.13 $1.95
Diluted 150 1.63 2.10 192
Cash dividends 1.08 1.07 1.02 095

\Wcightcd average common shares outsmnding:

Basic 100,780 100,321 100,632 100,073

Diluted 101,029 100,986 101,875 101,534
Actual common shares outstanding at December 31 100,149 99.732 99431 100.550
Financial Position
Networking capital $ 190,934 $ 231,794 $ 269598 $ 282974
Property, plantand equipment, net 926,829 973,442 1,105,342 1019594
Toral asscts 3,062,580 3,086,466 3,340,243 2916,678
Long-term debt 462,743 656,847 804,339 712,089
Tortal debt 580,796 689,825 849,538 763,992
Toral equity” 1,380,630 1,174,518 1,463,486 1,240,112
Current ratio 1.2 1.3 14 14
Total debeto total capital 6. 29.6% 37.0% 36.7% 38.1%
Other Data
Depreciation, depletion and amortization expense! $ 173,587 $ 183,034 $ 181,339 $ 164,863
Cash dividends declared - common 107,887 106,558 102,658 94,745
Market price per common share (ending) 29.25 23.16 32.68 38.06
Return on total cquity 27 12.0% 11.6% 16.1% 14.6%
Return on netsales 1.2 4.2% 4.0% 5.3% 5.3%

! Operating results for 1999-2002 have been restated o reclassify the High Densicy Film business, which was sold in 2003, as discontinued operations.

22009 data reflects net charges of $26,801 pretax, $18,344 after tax, for restructuring and assetimpairment charges. 2008 dara reflects net charges of $100,061 pretax,

$65,903 after tax, for restructuring and asset impairment chargcs. 2007 datareflects net clmrgcs 0f$36,191 pretax, $25,356 after tax, for restructuring and asset impairment

charges. 2006 data reflects net charges of $25,970 pretax, $21,330 after tax, for restructuring charges. 2005 data reflects net charges of $21,237 pretax, $14,343 afeer tax for

restructuring cost. 2004 darareflects net charges of $18.982 pretax, $16,154 after tax, for restructuring costs. 2003 darareflects net c]urgcs 0f $50,056 pretax, $35,329 after

tax, for restructuring costs. 2002 datareflects net charges of $10,409 pretax, $6,663 after tax, for restructuring costs. 2001 datareflects net chargcs of $51,175 pretax,

$49,028 after tax, for the net gain from legal settlements, corporate-owned life insurance (COLI) and restructuring costs. 2000 data reflects net charges of $5,543 pretax,

$1,372 after tax. for the net gain on the sales of divested businesses, restructuring costsand exccutive severance charges. 1999 data reflects the gain on the sale of divested

businesses of $(3,500).



2005 2004 2003 2002 2001 2000 1999
$3,528 574 $ 3,155,433 $2758.326 $2,701,419 $2,464.445 $2,570,708 $2,391,666
3,232,590 2,897,046 2549726 2,455,357 2,204,874 2,250,793 2,085434
21,237 18,982 50,056 10,409 51175 5,543 (3,500)
51,559 47463 52,399 54,196 52,217 59,604 52,466
(7938) (5.400) (2.188) (1.649) (3.800) (3.794) (5.314)
231126 197,342 108,333 183,106 159979 258,562 262,580
84,174 58.858 37.698 65075 77269 107463 98.333
146,952 138,484 70,635 118,031 82,710 151,099 164,247
60771 9.848 10.113 7497 16728

146,952 138,484 131,406 127879 92,823 158,596 180,975
11402 10.259 6575 6151 (796) 8.206 271
158,354 148,743 137981 134,030 92.027 166,802 188,246
(3.523) (2.486) (968) (1.286) 418 504 441
161.877 151,229 138,949 135316 91,609 166,298 187.805
$1.63 $154 $1.44 $1.40 $0.96 $1.67 $1.84

L6l 153 143 1.39 0.96 166 1.83

091 0.87 0.84 0.83 0.80 0.79 0.75
99,336 98,018 96,8319 96.373 95,370 99,725 101,886
100,418 98947 97129 97178 95,807 99,900 102,780
99988 98,500 96.969 96.380 95453 94,681 101.134

$ 265014 $ 282226 $ 75671 $ 104,671 $ 204,899 $ 258713 $306,450
943951 1,007,295 923,569 975,368 1,008,944 973470 1,032,503
2,981,740 3,041,319 2,520,633 2,436,439 2352197 2212611 2297020
657,075 813,207 473220 699.346 885961 812,085 819,540
781,605 906,961 674,587 833,846 921,810 857,641 904,137
1,345,940 1,242,090 1,033,914 887,102 826,753 827543 926,982
1.4 14 L1 12 1.4 L6 1.7

36.7% 42.2% 395% 485% 52.7% 509% 49.4%

$ 163,074 $ 163928 $ 153,538 $ 145923 $ 144709 $ 137041 $130.945
90,126 85,060 81,128 79.768 76,080 78718 76,434
2940 29.65 24.62 2293 2658 21.63 2275
12.6% 13.7% 14.7% 15.6% 11.2% 18.6% 21.3%
4.6% 4.8% 5.0% 5.0% 37% 65% 9%

3The provision for income taxes in 2001 and 2000 includes $14,613 and $12.000,respectively, related to COLL
42009,2003,2002 and 2001 data includes restructuring chargcs of $908,$450, $(65) and $6,591, rcspcctively.
52009,2008,2007,2006,2005,2004 and 2003 data includes rescructu ring chargcs 0f $3,788,$(4,107),$(63), $(416), $(1,260),$(1,778) and $1,005, rcspcctivcly.

6 Calculated as total debe divided by the sum of total debrand total equity. Debelevels for 1999-2000 have been adjusted for cash relared to the issuance of

restricted-purpose bonds.

7 Years 19992008 are restated to reflect the inclusion anoncontroHing interests into total equity.
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Sonoco (NYSE: SON) offers its sharcholders a wide range of
services and several ways to access important Company

information.

Transfer Agent and Registrar

THE BANK OF NEW YORK MELLON (BNY MELLON]
866/210-7002

+201/680-6685 (Outside the U.S.and Canada)
800/231-5469 (Hearing impaired = TTY Phone)

Web site: bnymellon.com/sharcowner/isd

ADDRESS SHAREHOLDER INQUIRIES TO:
Sonoco Products Company

¢/o BNY Mellon Shareowners Services

480 Washington Boulevard

Jersey City, NJ 07310-1900

SEND CERTIFICATES FOR TRANSFER AND ADDRESS
CHANGES TO:

Sonoco Products Company

¢/o BNY Mellon Sharcowners Services

PO. Box 358015

Pittsburgh, PA 15252-8015

SEND DIVIDEND REINVESTMENT TRANSACTIONS TO:
Sonoco Products Company

¢/o BNY Mellon Sharcowners Services

PO. Box 358035

Pitesburgh, PA 15252-8035

Shareholder Services
Sonoco - B0l

1 North Second Street
Haresville, SC 29550-3305

Electronic Payment of Dividends

Shareholders may elect to have their dividends deposited
directly into their bank accounts by contacting BNY Mellon at
bnymellon.com /sharcowner/isd or Sonoco Sharcholder

Services.

Shareholder Investment Program

This program allows participants to purchase Sonoco stock and
reinvest dividends directly without contactinga broker. You do
not have to be a shareholder to participate. For more informa-
tionand a prospectus, go to sonoco.com or bnymellon.com/

sharcowner/isd.

Duplicate Annual Reports
To eliminate duplieate report mailings, mark your proxy cardor

contact Sonoco Sharcholder Services in Haresville.

Availability of Form 10-K and Exhibits

Sonoco has filed with the Securities and Exchange Commission
its Annual Reporton Form 10-K for the fiscal year ended
December 31,2009.

A copy of the Form 10-K, ineluding the financial statements
and financial schedules and a list of exhibits, forms a part of this
2009 Annual Report. The exhibis to the Form 10-K are not
included with this Annual Report, but will be delivered without
charge toany sharcholder upon receipt of awritten request.
Requests for the exhibits should be directed to:

Sonoco -~ A09

I North Second Street

Haresville, SC 29550-3305



Address

CORPORATE HEADQUARTERS
AND INVESTOR RELATIONS

1 North Second Street

Hartsville, SC 29550-3305

Main: +843/383-7000

Investor Relations: +843/383-7862
Tollfree: 800/3772692

Fax: +843/383-7008

Email: COrporate.communications@sonoco.com

Annual Meeting

The annual meeting of sharcholders will be held ac
11 a.m. Eastern Time on Wednesday, April 21, ac:
The Center Theater

212 North Fifth Sereet

Hartsville, SC 29550-4136

A live audiocast will be available, with a rcpiay archived for six
months. Instructions for listening to this audiocast will be
available at sonoco.com approximateiy one week prior

to the event.

legal Counsel

Haynsworth Sinkler Boyd, PA.
PO.Box 11889

Columbia, SC 29211-1889

Independent Registered Public Accounting Firm
PricewaterhouseCoopers LLP

Hearst Tower

214 North Tryon Street, Suite 3600

Charlotte, NC 282022137

Intellectual Capital Management

Sonoco Development, Inc. manages the Companys incellec-
tual assets, inciuding patents, licenses and agreements.
Company trademarks, domain names and patents are managed
by SPC Resources, Inc. The address for both companies is:

125 West Home Avenue

Hartsville, SC 29550-4123

Equal Opportunity Employer

Sonoco believes that a diverse workforce is rcquired to compete
successfuiiy in today’s giobai marketpiacc. The Company pro-
vides Cquai Cmpioyment opportunities in its giobai operations
without rcgard to race, color, age, gcndcr, rciigion, national ori-

gin or physicai disability.

References to Web Site Addresses

References to Sonocos Web site address and The Bank of New
York Mellon’s Web site address are for informational purposes
onlyandare notintended to, and do not, incorporate those

Web sites or their contents by reference into this annual report.

Sonoco on the Internet

Sonocos Web site, sonoco.com, provides avariety of informa-
tion about the Company. The site features a newsroom for press
releases, photos, financial repores and presentations, proxy
statements, various SEC ﬁiings, events, sustainabiiity activity

and maorc.

Informarion about Sonoco’s products, tcchnoiogies, awardsand
activities is also available on Facebook (facebook.com/sonoco.
products), LinkedIn (iini(cdin.com/companics/sonoco),
Twiteer (ewitter.com/sonoco_products) and YouTube (you-

tubc.com/sonocoproducts).

Sonoco Publications

Annual reports, current and past, and the Zzvestor News
Quarterly can be found on sonoco.com. Paper copies are also
available without Chargc from:

Sonoco - A09

1 North Second Street

Hartsville, SC 29550-3305

Certifications

The Certification of the Company’s chicf executive officer
required to be submitted to the New York Stock Exchange
pursuant to Section 303A.12(a) of the Listed Company
Manual for 2009 was submitted to the New York Stock

Exchangc.

The Certifications of the Company’s principai executive officer
and principai financial ofhcer rcquired by Section 302 of the
Sarbanes-Oxley Actof 2002 and 17 C.ER. 13a-14(a) have been
filed as Exhibit 31 to the Company’s Annual Report on Form
10-K for the year ended December 31,2009, which has been

filed with the Securities and Exchangc Commission.
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