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During 2010, Sonoco made good on its commitment to
grow and expand its business. Between 2007 and 2009—a
time in which the country cxpcricnccd the worst recession
since the Great Depression—Sonoco leaned its cost structure,
reduced debr and worked to position itself for growth once the
cconomy improvcd. In 2010, the economic recovery and
increased stability in the consumer and industrial markets
served by Sonoco hcipcd the Company achieve record sales
and ncarly record carnings. Sales grew 15%, the highcst ratcin
15 years, while earnings grew 339% to reach the second highcst
levelin Company history.

Sonoco's Consumer business centralized its various rigid
piastics operations undera singic brand, Sonoco Plastics, and
signiﬁcantiy cxpandcd its thcrmoforming capabilitics with the
acquisition of Associated Packaging Technologies, Inc., or
APT.The $120 million purchase of APT made Sonoco the
iargcst manufacturer of CPET dual-ovenable trays for the
trozen food industry. The acquisition also hcipcd make
Sonoco Plastics the Company’s fastest growing packaging
operation over the past five years.

The rebound in the cconomy resulted ina strong
turnaround for Sonoco's giobai Industrial busi-
nesses in 2010. Sales in the Tubes and
Cores/Paper segmentincreased by 23%
while operating proﬁts grew by 80%.
Salesand operating profics also
jumped signiﬁcantiy in All Other
Sonoco, which includes protective
packaging, reels and industrial-
related molded piastics. Salesand
operating profits improved by 22%
and 58%, respectively.

Goinginto 2011, Sonoco has strcngth—
ened its positionasa giobai leader in consumer
and industrial packaging and packaging services.

And now, more than CVCr, thC Company is “Rcady to GI'OVV.”

FINANCIAL HIGHLIGHTS
LETTER TO SHAREHOLDERS
SONOCO WORLDWIDE
OPERATIONS REVIEW
BOARD OF DIRECTORS
CORPORATE OFFICERS

Shown on the cover

The Annual Report cover photo represents Sonoco’s
growth in 2010. Each productin the photograph relates
spcciﬁcaiiy toanew product or initiative launched during
the year. These products include: a blow-molded bottle used
in Hcrshcy’s relaunch of its popuiar rcady—to—drink chocolate
milk; an innovative wide-mouthed container used for
Nestle’s Coffee-mate” creamer; a rigid papcrboard canused
by Nutcracker Brands, Inc., a private-label supplier for nuts;
a textile core indicative of the economic rebound in the tube
and core markets; Sonoco’s Sonomet™ metallic ink
technology found on Jelly Belly” candy flexible bags: and
thermoformed plastic food trays produced by APT, which

Sonoco acquired in June 2010.

Forward-looking statements

Statements included in this 2010 Annual Report thatare
not historical in nature, are intended to be, and are hcrcby
identified as “forward—looking statements. for purposcs of
the safe harbor provided by Section 21E of the Securitics
Exchange Act of 1934, as amended. Additional information

about “forward-looking statcements” is available on

page 3 of the enclosed Form 10-K or on the

Company’s Web site at sonoco.com.

© Mixed Sources N,
Product group from well-managed 10%
forests, controlled sources and
recycled wood or fiber

www.fsc.org Cert no. SCS-COC-000648
© 1996 Forest Stewardship Council

Paper in Sonoco’s Annual Report was
manufactured with electricity in the form
of renewable energy and came from well-
managed forests or other controlled sources
certified in accordance with the international stan-
dards of the Forest Stewardship Council (FSC). All paper
used in this annual report contains10% recycled fiber.

FORM 10-K

SHAREHOLDER RETURN COMPARISON
SELECTED ELEVEN-YEAR FINANCIAL DATA
INVESTOR INFORMATION

GENERAL INFORMATION



é;@@ at a glance

Founded in 1899, Sonoco is a $4.1 billion global manufacturer of consumer and industrial packaging products and provider of packaging services. From our headqguarters in Hartsville, S.C.,

and 315 operations in 34 countries, our approximately 17,300 employees produce packaging for a variety of industries and many of the world’s most recognized brands in some 85 countries.

Global 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
composite paperboard cans, single-wrap
paperboard packages, fiber cartridges.
Aluminum, steel and peelable membrane
easy-open closures for composite, metal
and plastic containers

Markets: Food (Both): Powdered beverages
and infant formulas, coffee, cereal, snacks,
nuts, cookies and crackers, confectionery,
refrigerated dough, frozen concentrates,
spices/seasonings, nutritional supplements,
pet foods (Ends and closures): VVegetables,
fruit, seafood, poultry, soup and pasta, dairy
Nonfood (Both): Adhesives, caulks, clean-
sers, household chemicals, lawn and garden,
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, including performance lam-
inations, rotogravure cylinder engraving,
global brand artwork management

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

Global Services

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

Products and Services: Designing, manufac-
turing, assembling, packing and distributing
temporary, semipermanent and permanent
point-of-purchase (P-O-P) displays.
Packaging supply chain management,
including custom and contract packing,
co-packing, 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): Automotive, beverages,
confectionery, electronics, personal care,
baby care, food, cosmetics, fragrances,
office supplies, toys, hosiery, home and
garden, liquor, medical, over-the-counter
drugs, sporting goods, tobacco
(Paperboard specialties): Hotels and
resorts, food and beverage, healthcare
facilities, catering services, transportation,
advertising

Sonoco Plastics

A LEADING MANUFACTURER OF
BLOW-MOLDED PLASTIC CONTAINERS,
CONSUMER AND INDUSTRIAL THERMO-
FORMED 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 laminated tubs, cups,
consumer and industrial trays, spools, prod-
uct design, tool design and fabrication

Markets: Food: Frozen food, noncarbon-
ated, high-barrier beverages/ready-to-drink
products, processed foods, sauces, dips,
coffee, powdered beverages, pet foods,
snacks, nuts, fresh-cut produce, desserts,
food service, condiments Nonfood: Health
and beauty, household chemicals, adhesives
and specialty products, automotive, medical
devices and disposables, textiles, wire and
cable, fiber optics, filtration

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, rotary die boards, proprietary
protective packaging (Sonopost® tech-
nology, Sonobase® carriers, Sonopop®
systems), contract package testing, steel,
nailed wooden, plywood, recycled and
polyfiber reels

Markets: (Tubes and cores): Construction,
film, flowable products, metal, paper mill,
shipping and storage, tape and label, textiles,
converters (Protective packaging): House-
hold appliances, heating and air condition-
ing, office furnishings, automotive, fitness
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): Recycled
paperboard, chipboard, tubeboard, light-
weight corestock, boxboard, linerboard,
corrugating medium, specialty grades,
recovered paper (Sonoco Recycling):
Collection, processing and recycling of old
corrugated containers, paper, plastic, metal,
glass, other recyclable materials

Markets: Converted paperboard products,
spiral winders, beverage insulators



Financial Highlights

Comparative highlights unaudited

2010 2009

Net sales $4124,121  $3,597,331
Gross profit! 767,532 666,046
Net income attributable to Sonoco 201,053 151,482
Return on total equity 13.9% 12.0%
Return on net assets? 11.6% 7.9%
Return on net sales 4.9% 4.2%
Approximate number of employees 17,300 16,500

Approximate number of shareholder accounts 46,000 39,000

Per common share:

Net income - basic $ 198 % 1.50

- diluted 1.96 1.50
Cash dividends - common m 1.08
Ending common stock market price 33.67 29.25
Price/earnings ratio 17.2 19.5

7 Gross profit: Net sales minus cost of sales

2 Return on net assets: Net income plus after-tax net interest, divided by the net of average total
assets, minus average cash, minus average current liabilities, plus average short-term debt

NET INCOME ATTRIBUTABLE EARNINGS
NET SALES TO SONOCO PER SHARE

\

515 2011

Strategic mission statement Strategic objective

Sonoco intends to be the low-cost global leaderin providing To achieve average annual doublc-digit total return to
Customcr—prcfcrrcd packaging solutions to selected value- sharcholders, with returns on capital and equity in the
added segments where the Company expects to be cither top quartilc of the Standard & Poor’s 500 Index.

number one or two in market share. Sharcholder return,
customer and employee satisfaction, commitment to
excellence, intcgrity, environmental stcwardship and asafe

workplacc Wl” bC tl’lC hallmarks OFOU.I‘ CU.ltUIC.



To Our Shareholders

ONE YEAR REMOVED FROM THE
WORST RECESSION SINCE
THE GREAT DEPRESSION,
SONOCO TURNED IN ONE
OF THE STRONGEST
PERFORMANCES IN THE
COMPANY’S HISTORY.

Sales reached a record, growing
15%, which was our highest growth
rate in 15 years. Base earnings
improved by 33%and reached the
sccond best performance in Company
history. Base earnings before interest and taxes
(EBIT) margins grew 100 basis points and
withstood a signiﬁcant negative price/ cost
headwind. And, most importantly, our
shareholders were rewarded with a 19.2% toral
return on their investment, including a28%h consecutive

annual increase to cash dividends.

CASH FLOW FROM OPERATIONS/
FREE CASH FLOW (wmillions of Dollars)

Clcarly, thiS performance saysa

lOt about tllC strength ofSonoco’s

balanced portfolio of
diversified glohal consumer
$500
and industrial packaging
$335 products and services. But

more importantly, itsaysa

5170 |otaboutour people. I'm

extremcl roud Oftl’lC wa
M Free Cash Flow yp Y

. Cash Dividends =
Capital Expenditures 10 .

o 5 .
our employees responded going
into, and especially, coming out of, the
recession. Aswe enter 2011, we are firmly back on track and

morc than cver WC,I'C “Ready to GI'OVV.”

Summary of 2010 results: optimism returns

Sonoco’s sales achieved arecord $4.1 billion in 2010, up 15%
from 2009. Volume improvements throughout the Company,
most notahly in our industrial-focused businesses, accounted
for approximately 40% of our ycar-over-year sales improve-

ment. Higher selling prices also

BASE EARNINGS

resulted in higher sales, wich the
PER SHARE (Dollars)

impact realized almost exclusively
in our Tubes and Cores/ Paper
segment and principally driven by

higher recovered paper prices.

Prices decreased in the Consumer

Harris E. DelL.oach Jr.,
ind Chief
Executive Officer

Chairman

Packaging segment due to lower material
costs. In addition to volume and price
increases, sales were higher asaresultof
acquisitions and open—market sales of
corrugating medium previously pro-
duced undera cost-plus-ﬁxed—man—
agement—fee arrangement. The
impact of the weaker dollar also
contributed to increased sales.

Net income attributable to
Sonoco for 2010 was $201.1 million
(8196 per diluted share), compared with

$1515 million ($1.50 per diluted share) in 2009.
Earnings for 2010 were negatively impacted by
anaftertax charge of $31.6 million ($.31 per
diluted share) associated with the Company’s
debr tender, which was completed in November,
and $16.9 million ($.17 per diluted share) in after-tax assct
impairment, restructuring and acquisition charges, partially
offset by one-time tax benefits of $10.2 million ($.10 per
diluted share). 2009 carnings were negatively impacted by
after-tax restructuring charges of $23.0 million ($.23 per
diluted share) and a $5.3 million charge ($.05 per diluted share)
related to a tax law change in Mexico.

2010 base carnings were $2394 million ($2.34 per diluted
share), compared with $179.8 million ($1.78 per diluted share)
in2009. Signiﬁcantly higher Companywide volumes, strong
productivity, lower pension costs and acquisitions drove the
33%year-over-year improvement. These positive factors were
offset by anegative price/cost relationship resulting from
higher raw material, energy, freightand other costs, which we
were unable to fully recover through higher sclling prices.
(Informarion abour base carnings and base carnings per
diluted share, alongwith reconciliations to the most closely
applicable GAAP financial measures, is provided on pages
1920 of the Form 10-K contained within chis report.)

Overall gross proﬁt margin increased to 18.6%in 2010,
compared with 18.5%in 2009. Margins benefited from the
impact of increased volume, productivity improvements and

lower pension costs. An unfavorable price/cost relationship

partially oftset these favorable factors, resulting from our
\ inahility to recover higher Costs
$2.40

through increased selling prices.
Selling, general and administrative
oo expenses were 9.8% of sales, down from

10.5% in 2009.



Cash generated from operations during 2010 was
$375.1 million, compared with $391.0 million in 2009. Higher
carnings in 2010 were offset by anincreased use of cash flow
to fund Working capitai rcsuiting from signiﬁcantly higncr
levels of business activity, comparcd to the prior year. Capitai
expenditures and cash dividends were $145.9 million and
$111.8 million, respectively, compared with $104.1 million
and $1079 million, respectively, in 2009. In addition, the
Company used cash to tund acquisitions totaling $138 million
and $6 million in 2010 and 2009, respectively. The Company
also used $23 million in cash in 2010 to rcpurchasc 695,000
shares of common stock, as part of a2 million share repurchase
program that began in December and should conclude in the
first quarter of 2011.

Atyear end, our total debt was $621 million, compared
with $581 million at the end of 2009. The Company’s debe
to—totai—capitai ratio as of December 31,2010 was 29.2%,
comparcd with 29.6% at the end of 2009, and at the lowest
level since 1986.

Atyear end, cash and cash equivalents
totaled $158 million, compared with
$185 million at the end of 2009.
Standard & Poor’s Research ranked
Sonoco’s BBB+ corporate credit
rating as the scrongestin the U.S.
Packaging Industry ina reportissued

in January 2011.

Consumer-focused
strategy produces record
results for third consecutive year

Overthe past decade, Sonoco has been succcssfuily
impicmcnting astrategy to changc the mix of our business to
take advantagc of fastcr—growing consumer-related markets,
while rcducing some of the cyciicaiity thatwe cxpcricnccd in
our more mature industrialfocused businesses.

In 2010, 55% of Sonoco’ sales came from our consumer-
focused businesses and 45% from the Company’s industrial
businesses. In contrast, a decade ago, whenwe bcgan to impic—
ment this strategy, consumer market sales accounted for oniy
45% of the Company’s total sales, while our industrial busi-
nesses contributed 55%.

For the third consecutive year, our Consumer Packaging
segment produced record operating, proﬁts of $179.8 million,

up 6% from 2009. Consumer Packaging segment salesalso
reached arecord of $1.67 billion, up 8% from 2009.

SALES BY OPERATING
SEGMENT

TOTAL SHAREHOLDER
RETURN

Our consumer growth
strategy is based on manag-
ing the giobai expansion of
our rigid papcrboard con-
tainers and convenience clo-
sures business, where we are

thC WOl’ld,S iargcst PFOdU.CCI’

of composite cans. Inaddi-
tion, we are expanding our
capabiiitics and the footprint
of our rigid piastics and flex-
ible packaging businesses
while cxtcnding our packaging services offcrings into faster-
growing emerging markets.

The cornerstone of our strategy hasbeento position our-
sclvesas the industry’s only “total solutions” provider for con-
sumer product companices by offcring packaging and suppiy
chain solutions that range from creation to reclamation.

An important part of our total solutions strategy
isto providc “one face” of senior account icadcrship
to coordinate all aspects of our rciationships with
our iargcst consumer product customers. This

programiis hciping us obtain greater
intimacy with these strategic
customers and aiiowing us to engage
themac muitip]c levels, including
brand management, engineering and dcsign,
and even product line and business unit
management.
Since starting this program in 2005, we
have cxpandcd it to include our seven iargcst
consumer customers. Combined, these “Corporatc
Customers accounted for about $1 billion of our consumer
related sales in 2010, or about 25% of the Company’s total sales.
Furthermore, sales to these customers have grownata com-
pound rate of about 5% in the past five years.

Our Corporate Customer program also was instrumental
in Sonoco receiving ncarly $200 million in new projects in
the last three years, and we expect to double global sales with
these strategic accounts in the next five years. Additionaily,
approximatciy 60% of our new product sales comes from our
Corporate Customers. During 2010, Sonoco produced
approximately $165 million in new productsales, including
$132 million in consumer-related products. We have a goai of
producing $250 million in new consumer-related products in

five years by coiiaboratingwith our customers and icvcraging



NEW PRODUCT
SALES

To Our Shareholders

ourintellectual capabiiitics. Throughout this report, you will
see numerous cxamplcs of new rigid paper, rigid piastic and
flexible packaging products which were introduced in 2010.

Coming out of the recession, we have seen opportunitics
for growing salesin private label products. Our private label
sales currcntiy account for more than 12% of our total
Consumer Packaging segment sales, and we are receiving
more opportunitics to work with retailers and small private
brand companies that want quality packaging in the market-
placc. (A more detailed review of our growing presence in
private label packaging can be found on pages 9-11.)

Our fastest growing packaging operation is our ncwly
branded Sonoco Plastics. During 2010, we centralized our
various rigid plastics packaging technologies under a single
brand to better cxplain our diverse plastic packaging ochrings,

which include biow—moiding, thcrmoforming, injec-

tion-molding and extrusion tcchnoiogics. No

other packaging company offersall
\ of these rigid plastic pack-

aging tcchnoiogics.
We significancly
expanded our thermo-
forming capabiiitics in mid-
2010 with the $120 million
acquisition of Associated
Packaging Technologies, Inc.
(APT). APT, North Americas largest
manufacturer of CPET, dual-ovenable trays for the frozen
food industry, opcratcd four plants in the United Stares,
Canada and Ireland, and served markets throughout North
America, Europe and Australia/New Zealand. The APT
acquisition was accretive to carnings in 2010, and will generate
approximately $150 million in annual sales. (A more detailed
look at our Sonoco Plastics businesses and the APT
acquisition can be found on pages 12-15))
More than 70% of sales in our Consumer Packaging and
Packaging Services segments occurs in the United States.
However, many of our global Corporate Customers are

iooking to cxpand in fastcr—growing,

TOTAL
PRODUCTIVITY

emerging markets. We believe this
providcs uswithan opportunity to
grow with our customers. For
instance, our global Packaging
Services business, which includes
global contract packaging, point

of:purchasc dispiays and fuiﬁilmcnt,

continues to experience signiﬁcant giobai growth. We expect
thatabout half of our Packaging Services segment sales will
come from Poland, Mexico and Brazil in 2011. In fact, cach
of our consumer-related businesses is rcﬁning its global
expansion pians witha goai of doubling international

consumer sales by 2015.

Industrial-related businesses make
strong turnaround

2010 was a strong turnaround year for our giobal industrial-
focused businesses. Much of this improvement came in our
vertically intcgratcd Tubesand Cores/Paper segment, where
sales grew by 23% to $1.65 billion and operating proﬁts gaincd
80% to $130.2 million. All Other Sonoco, which includes our
protective packaging, reels and industrial-related molded
plastics businesses, rcgistered a22% improvementin sales
t0 $341 million and a 58% gain in operating proﬁts to
$41.6 million.

Saleswere up in our industrial-related businesses in 2010
due to volume improvements, highcr sciiing prices and favor-
able exchange rates. The most significanc volume increases
occurred in our North American and European tubes and
cores operations, which were also the units most signiﬁcantly
impactcd by the recession.

Because our industrial businesses are primarily in mature
markets in North Americaand Europe, our strategy is
focused on achicving improvcd returns by bcing the low-cost
producer in our served markets, creating value for our custom-
ersand maximizing cash flow by turther lcvcraging our manu-
facturing footprint.

Over the past five years, we have reduced our North
American industrial manufacturing footprint by more than
15%. Asvolume returned in 2010, our capacity utilization and
margins improvcdr For instance, our uncoated rccyclcd paper-
board mills ran csscntialiy fullin 2010, up from alow of 81%in
carly 2009. EBIT margins in our Tubesand Cores/Paper seg-
men grew from 5.4%in 2009 to 8% in 2010, dcspitc dcaiing
with a signiﬁcant negative pricc/ cost rciationship as we were
unable to fuliy recover a 140% increase in average recovered

paper prices throu gh higher selling prices.
We expectto achieve our goais of reduc-
ing operating costs while improving
cﬂ'icicncy and quaiity by implc—
menting targctcd productivity
programs. One new program

impicmcntcd in2010is called che



Sonoco Performance System (SPS). This programis patterned
after Milliken & Company’s transformational manufacturing
improvement initiatives. Milliken is one of the iargcst privatciy
held spccialty textiles, carpet and chemicals companies in the
world, and an important tubes and cores customer for Sonoco.
Milliken is working dircctiy with Sonoco to improve our oper-
ating pcrformancc.

Through SPS, we are targeting a 3.5% annual improve-
mentin manufacturing productivity. In 2010, more than 56%
of our $85 million in total productivity savings came from our
industrial-focused businesses. We complctcd the pilot phasc
of SPSin our Newport, Tenn,, paper mill and two tube and
core converting piants in 2010, and the resules were dramatic.
Forinstance, at one converting plant, scrap was reduced by 40%
from whatwe rhought was the achieved “entitlement” level.

While our more mature industrial markets continue to
[CCOVET, WE arc targeting faster grovvth
through international expansion and
dcvclopmcnt of new products and
services.

For instance, in the United States,
We continue to grow Sonoco
Rccycling by focusing on untappcd
material sourcing opportunities in
residential recycling and our custom-
ers manufacturing operations. (More
information about Sonoco Rccyciing

can be found on pages 1921))

Outlook: We provide compelling
value-creation potential

We believe that our pcrformancc in20101is proofithat
Sonoco is back on track and ready to achieve our long-term
growth goals. We're expecting to have another solid yearin
2011, with base carnings growing at approximatcly 10%,a
grovvth rate much like we cxpcricnccd comingout of the last
recession.

Our cxpcctcd improvcd pcrformancc in 2011 will come
from volume growth of between 2% and 4%. New product
sales should be about $175 million, as several signiﬁcant prod—
ucts enter the market. Our newly branded Sonoco Plastics
operation €xpects to commercialize approximatcly $40 million
in new business, and our acquisition of APT will add sales of
about $60 million in the first half of the year.

Sonoco expects to continue generating strong cash flow

from opcrations, which we will dcpioy toward crcating iong—

DEBT-TO-TOTAL-CAPITAL
RATIO*

CASH DIVIDENDS PAID
TO SHAREHOLDERS

term value. We will make
growth investments, such as
capitai projects, new product
deveiopment and bolton
acquisitions, while continu-

ing to work toward mccting

our commitment of providing
sharcholders with annual average double-
digit total returns.

In December, we were pleased to announce that Jack
Sanders was named prcsidcnt and chief operating, ofhcer of
Sonoco. During his 23-year carcer with the Company, Jack has
led all of our Consumer and Industrial businesses, proving that
heis ccrtainly rcady to lead all operations as prcsidcnt. He will
be focused on our day—to-day operations, and I will be focused
on making sure we achieve our growth goals and further devel-
oping Sonoco’s next generation of lcadcrship.

OnMarch 1,2011, we also said goodbyc to two
members of our Executive Committee: Eddie
Smith, vice prcsidcnt ofour
Europcan operations, and Cindy
Hartlcy, senior vice prcsidcnt of
Human Resources. During his
40—ycar career, Eddie wasa gcncral
manager in our Consumer Pack-
aging and Tubes and Cores/ Paper
businesses in the United States and
Europe. Cindy has done a remarkable job dur
ing her 16 years of improving lcadcrship dcvciopmcnt through-
out the Company. She was instrumental in Sonoco bcing rec-
ognizcd for the third consecutive time as one of North
America’s 25 Top Companies for Leaders.

Aswe gointo 2011, Sonoco is well-positioned as a global
leader in consumer and industrial packaging and packaging
services. We have a strong balance sheetand the financial
means to impicmcnt our valuc—crcating growth strategy.

Thank you for entrusting us with your investment. I'm

excited about what we can achieve in the future.
Best rcgards,

s & b 7t)

Harris E. DeLoach Jr.
Chairman and Chief Executive Ofhcer
March 11,2011

Sonoco 2010 Annual Report



é;/fy@' Worldwide 2010

Utah

Missouri

Brazil

Sonoco opened new service
centers in Sorocaba and
Manaus.

Canada and

the United States
Mother Parkers converted its
Brown Gold® Martinson® and
private label brands of coffee
to Sonoco composite cans.

Chicago

Sonoco introduced a new
brand—Sonoco Plastics—
for its growing line of plastic
packaging at Pack Expo.

Canada and
the United States

Mexico

New York

Massachusetts

Two high-efficiency gas-fired
boilers were installed at
Sonoco’s Holyoke paper mill
to improve energy efficiency
and replace steam formerly
provided by a local utility.

Mexico

Hershey’s relaunched its
ready-to-drink chocolate milk
in a new blow-molded plastic
bottle from Sonoco.

Missouri

Nine new blow-molding lines
were added and 90 workers
hired at Sonoco Plastics’
Hazelwood plant to handle
new products, including the
Coffee-mate® creamer
container.

New York

One of the world’s leading
food service retailers named
Sonoco its 2010 Equipment
Supplier of the Year, saying
that the exceptional service
and quality products
provided by its Chatham
molded plastics plant are the
standards by which it judges
other suppliers.

New York

Sonoco was included in the
Dow Jones Sustainability
World Index and listed in the
top 25% of the United States’
500 largest publicly traded
companies in Newsweek

magazine’s “Green Rankings”

for a second consecutive
year.

Ireland

North Carolina
Capacity was added at
Sonoco’s Forest City plant
for 5-hour Energy® caps and
a new coffee product being
manufactured in mid-20T11.

Ohio

Sonoco completed a major
expansion of its Beavercreek
fiber caulk cartridge plant.

South Carolina
Sonoco launched a new
corporate Web site, sonoco.
com, with a fresh new look,
enhanced functionality and
improved navigation.



Germany

Eastern Europe

Italy and Greece

South Carolina

The Company announced it
was voluntarily targeting a
15% reduction in greenhouse
gas emissions from its 300+
global plants by 2014.

Utah

Sonoco added small-to-mid-
sized plastic and composite
spools and reels to its wire
and cable reel portfolio with
the acquisition of EconoReel
Corporation in Logan.

Wisconsin

Sonoco Plastics opened a
$3.3-million, blow-molding
plant and hired 30 employ-
ees to produce rigid plastic
food containers in Wausau.

EUROPE AND ASIA
China

Protective Packaging volume
continued to grow in China.

Eastern Europe

and Asia

Sales of Sonoco tubes and
cores in Eastern Europe and
Asia grew by double digits in
2010.

Germany

The demand for Sonoco’s
sophisticated molded plastic
cores by manufacturers of
high-performance film used
for flat-screen TV, cell phone
and other electronic device
displays reached new levels.

and Asia

Malaysia

Italy and Greece
Sonoco made capital
improvements at its
uncoated recycled
paperboard mills in Cirie,
Italy, and Kilkis, Greece, to
improve their product range,
energy efficiency and cost
competitiveness.

Ireland

Sonoco became the UK'’s
leading provider of plastic
frozen food containers with
the acquisition of Associated
Packaging Technologies, Inc.
(APT) and its plants in
Carrickmacross; Ontario,
Canada; Missouri; and North
Carolina.

Poland

Sonoco began handling
European packaging for
Henkel's consumer adhesive
products at its Wroclaw
service center.

Malaysia

A fourth composite can line
was installed at the Selangor
rigid paper and closures
plant to satisfy Asia’s
growing demand for stacked
chips.
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of con-
sumer food and nonfood products, increased sales by 8% in
2010 to a record $1.67 billion.

Segment sales were aided by the July 2010 acquisition of
Associated Packaging Technologies, Inc., (APT), North
Americas largest manufacturer of CPET trays for the frozen
food industry. (See more information about APT on pages
14-15.) Sales were also favorably affected by increased volume
in flexible packaging, blow-molded plastic containers and

metal ends. Domestic sales grew by 8% to $1.27 billion, and

international sales were up 8% to approximatcly $400 million.

Ovcrall, thiS SCngl’lt accountcd for approximatcly 41% Ol:

Sonoco's net sales during the year. The segment has 66

manufacturing plants in various countries in North America,

South America, Europe and Asia.

In addition to bcing the largcst global produccr of round
and shapcd papcrboard composite cans, the Consumer
Packaging segment manufactures singlc—wrap papcrboard
packagcs; fiberand plastic cartridgcs; and thermoformed,
extruded and blow-molded rigid plastic containers. The
segment also providcs consumer product
companies with flexible packaging using
thin—gaugc, value-added rotogravure,
llcxographic and combination printcd
film, including pcrformancc
laminartions and rotogravure
cylindcr engraving, Additionally,
the segment manufactures
aluminum, steel, plastic and
pcclablc membrane casy-open ends
and closures for composite, metal and
plastic containers.

For the third consecutive year, the
Consumer Packaging segment achieved record
operating proﬁts, growing 6%in 2010 to $179.8 million.
Operating profits increased due primarily to the APT

NET SALES
CONSUMER PACKAGING

acquisition, productivity
and purchasing initiatives,
lower pension costs and
slightly highcr volume.
These favorable factors

were partially offset by an

unfavorable pricc/ cost
rclationship, primarily in flexible
packaging, along with higher costs of labor,

frcight and energy.

New product sales in the Consumer Packaging segmentin
2010 totaled $132 million, or 80% of the Company’s total new
product sales of $165 million. For five consecutive years,
Sonoco has had new productsales of more than $100 million,

most of which have come from this segment.

Private label packaging growth
opportunities
Significant growtli occurring in the U.S. market for
private label grocery products is providing some exciting
new opportunitics for Sonoco. According to the Private
Label Manufacturing Association’s 2010 Private Label
Yearbook, private label sales in all retail outlets
increased by 14% from 2006 t0 2009 to
$86.4 billion, and store brands
accounted for almost 90% of new
revenue for U.S. supermarkets in
2009.
Two important factors seem to
be driving this growth—dii'ﬁcult
economic conditions and
consumers changing attitudes
about store brands. Previous
recessions demonstrated a clear
correlation between private label market
share and the economy, with store brand sales
spiking during arecession and then quickly dropping back to
normal levels at the first sign ofan upturn. This time, though,
sales of private label brands are continuing to grow as the
cconomy improves. Consumers today are also much more
willing to try store brand products than thcy were justa few
years ago. According to a Deloitte Private Brand Perception
Survey, cight of 10 American consumers believe most private
label products are manufactured by traditional, national
brands, and 77% believe that the store brands they buy are

“as gOOd as, il:IlOt thtCl’ than, national brand P[OdU.CtS.”
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“Private label sales accounted for about 12% of our
consumer group’s sales in 2010, said Jack Sanders, president
and chief operating officer. "‘As the oniy packaging company
that can providc total packaging solutions, were idcaiiy
positioned to take advantagc of the cxpcctcd continued
growth inthe private label industry. With the current market
share for private label products in the United States estimated
at oniy about 23%, and more consumers buying store brands
daiiy, were getting more and more opportunitics to work with
retailers and contract packaging companies iooking for quaiity
packaging. And, rcaiizing store brands can generate signii‘icant
new revenue, many traditional and discount retailers are
activciy cxpanding their private label offcrings.”

The Kroger Co., one of the largest retail food companies in
the United States, uses Sonoco composite cans for a variety of
its popular Kroger® brand products. Considered a “Banner
Brand” by the Cincinnati, Ohio, based retail grocer, Kroger
brand products piay a kcy role inits mcrchandising strategy
and are backed by a“Try I, Like It or Get the National Brand
Free” guarantee. Eyc—catching, high—quaiity rigid papcrboard
containers from Sonoco hcip communicate the national-
brand quaiity of Krogcr brand pcanuts and tree nuts,
bread crumbs, graham crackersand powdcrcd
hot cocoa mix.

In 2010, Mother Parkers Tea &
Coffee, one of North America’s
icading indcpcndcnt coffee
produccrs, converted its Brown
Gold® Martinson® and store brands
of coftee from traditional metal
cans to less expensive high—
pcrformancc, lOO%-rccycicd
paperboard cans from Sonoco. The
Company provides Mother Parkers with
atotal packaging solution, producing allfour
components of its new coffee packagc. Mother
Parkers coftee, packagcd in Sonoco composite cans, is sold

under store brands by a number of major retailers and grocery

stores. Sonoco is also Working witha major U.S. grocery
store chain and two other private label coffec producers to
convert their coffee products from metal to composite cans
in cariy 2011.

Sonoco dcsigncd and supplies PBM Nutritionals, LLC,
the first U.S. private label manufacturer to offer store-brand

powdered infant formula,
OPERATING PROFIT
CONSUMER PACKAGING

\

131.0

with all of the packaging
forits private label baby
food products, inciuding
Walmart's Parent’s Choice®
brand. PBM uses high—

pcrformancc compositc

169.9
cans from Sonoco for the

cight differenc varieties of
Parents Choice powdcrcd infant
formula Walmart sells. PBM also uses a
monolayer, blow-molded plastic bottle produced
at Sonoco Plastics Wausau, Wis., piant for its Parent's
Choice Little Puffs® whoic—grain cereal snacks. The iight—
wcight bottle’s unique shapc makes it casy for mothers to hold
and hcips differentiate Parents Choice cereal snacks
from those of PBM’s primary competitor, a
well-known national baby food brand.
Nutcracker Brands, Inc., a division
of Ralcorp Holdings, and the
country’s largcst private label snack
nut suppiicr, uses composite cans
from Sonoco for its Nutcracker®
and Flavor House nuts and Linette”
chocolate-covered nuts, as well as for
many other brands of snack nuts it
provides to grocery, mass merchandise
and drugstorc retailers.
And, for the pastsix years, Sonoco has
manufactured and suppiicci 48-ounce, thin-walled,
injcction-moidcd, HDPE plastic cans to the two companies
that produce all of the private label vegetable shortening sold
in U.S. grocery stores. Ventura Foods, LLC, one of those two
companies, sells its 48 oz. Gold-N-Sweet” vcgctabic shortcning
ina Sonoco piastic container to food service companics and
several retailers.
“Two of our consumer busincsscs—piastics and services—
are secing some preey exciting opportunities for private label
growth, cspcciaiiy a5 CONSUMETS ACCEPLance grows for store

brand hcaith and bcauty products,” said Sandcrs. “OU.I’ piastics

Sonoco 2010 Annual Report TI
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operations are well-suited to the manufacturer’s shorter runs Sonoco Plastics to drive packaging growth
typical with store brands and our retail display group has When Associated Packaging Technologies (APT) was
excellent existing, rclationships with retailers. We have the acquired in June 2010, it was the latest in a series of key
retailerand private label knowlcdgc, commitment to acquisitions thathas hclpcd Sonoco signiﬁcamly expand its
collaboration and portfolio to offer retailers a superior value global plastics packaging opcrations. In addition to APT, other
proposition.” acquisitions included injection molding companics Crellinin

1992 and Burk in 1995; thermoformed packaging supplicr



ClearPack in 2006; and blow-molded packaging supplier
Matrix Packagingin 2007.

Through these companies and their portfoiio of
tcchnoiogics, Sonoco providcs plastic packaging to avariety
of consumer and industrial markets, inciuding bottlesand
containers for high-barrier drinks, powdered beverages and
coffee; trays for fresh producc, condiments and frozen foods;
containers for pcrsonai care products; and spcciaity products
tor the adhesives, textiles, films, reels and medical markets.

Following the APT acquisition, Sonoco’s leadership team
determined the time was right to unify its piastics operations
undera singlc brand. This would allow the Company to better
lcvcragc its technoiogics and experience in plastics packaging
with the long—standing success and brand of Sonoco. In
November 2010, Sonoco formaliy announced the creation
of Sonoco Plastics. This brand includes piastics operations
rcportcd in the Consumer Packaging segment and amolded
plastics business reported in All Other Sonoco.

According to Rodger Fuller, vice president ofRigid Paper
and Plastics, Sonoco made a conscious decision through the
years to allow its acquircd piastics businesses to kccp their
existing brands, bciicving their name recognition in the
markctplacc would be beneticial to sales and
would not have an adverse impacton
existing rciationships.

“While there was some Vaiidity
for taking this position, it also
prcvcntcd us from cstablishing a
strong piastics packaging brand
and fuily icvcraging the benefits of
Sonoco’s brand and history.” Fuller
explained. “Clearly, we believe this
new brand will allow us to accompiish
those things.”

Fuller also believes it’s crucial for Sonoco
Plastics to icvcragc the divcrsity of its packaging
portfolio. Today, Sonoco offers plastics packaging in four

distinct tcchnoiogics: thcrmoforming, blow molding,

injection moiciing and tube extrusion.

“Because we're not anchored to a singic material or technol-
ogy,we can work with our customers to idcntify the tcchnology
best suited to handle their packaging rcquircmcnts,’) Fuller
cxpiaincd. “Whether its a bottle, a thin-wall container or a ther-
moformed tray, our packaging dcsign teamis capabic of dcsign—
ing and customizing packagcs thatare structuraiiy sound, offer
extended shelflife and are Visuaiiy appcaling to the consumer.”

Another advantage tor Sonoco Plastics, according to Fuller,
is the organization is not geographically restricted. “Through
collaborative partnering, we are continuaiiy cxpanding our abil-
ity to satisfy tcchnology needsin emerging markets,” he said.
“Additionally, we have demonstrated our ability to transfer tech-
nologies globally, particularly in Europe and South America.
Andwhile those two areas will continue to be a focus for
growth, we also are targeting projects in several regions of Asia”

With its new brand in piacc, Sonoco Plastics is focused on
growth. In2010, 17 rigid piastics packaging lines were added to
the Company’s production capabiiitics, while the combined
plastics operations added more than $60 million in new sales.
The Company’s Hazelwood, Mo, plant was signiﬁcantiy

cxpandcd andanew faciiity was opcncd in Wausau,
Wis., in 2010 to accommodate this growth.
Further expansionis pianncd atthe
Hazelwood facility and plants in
Columbus, Ohio,and Forest City,
N.C. in2011. Sales growth for
Sonoco Plastics in 2011
is projected at $40 million.
One of the world’s leading food

service retailers named Sonoco

Plastics its 2010 Equipment Supplier
of the Year, saying that the cxccptionai
customer-focused service and innovative,
quaiity products providcd by its Chacham,

N.Y. molded plastics plant are the standards by

which it judgcs other suppiicrs. At the awards ceremony, held
in carly 2011, the customer said that Sonoco is its most
responsive equipment suppiicr and the fastest with new ideas,
dcsigns, sampics and prototypes.

Aithough Sonoco entered the piastics packaging business
more than 50 years ago, the Company through the years never
truiy distinguishcd itself or its brand in the markctpiacci Now,
operatingas Sonoco Plastics and offering the most diverse
piastics packaging portfoiio in the world, the Company has
quickiy established itselfasa giobai leader within the industry.

Sonoco 2010 Annual Report
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APT expands Sonoco’s
thermoforming leadership

Sonoco established itself as aleader in thermoformed
plastic packaging with the $120 million acquisition of APT.
The transaction closed on June 29,2010.

With APT, Sonoco is now North Americas leading
manufacturer of CPET (Crystallized Polyethylene

Tcrcphthalatc) trays for the frozen food industry, wicha

capacity ncarly four times that of the next largest supplicr.
CPET is the material of choice in thermoformed trays used
for frozen foods because it is dual-ovenable, meaningitcan
withstand temperatures of both conventional and micro-
wave ovens.

The acquisition of APT, which was founded in 1993, is



expected to generate annualized sales of $150 million. APT
has more than 400 cmployccs and operates four manufac-
turing plants in Cambridge, Ontario, Canada; Chillicothe,
Mo.; Waynesville, N.C.; and Carrickmacross, Ircland. APT
hasled the industry in proprictary material formulations and
utilizes state-of-the art rotary thcrmoforming tcchnology
with the ability to producc approximatcly 3 billion units
annually.

Additionally, Sonoco gaincd supplicr rclationsliips with

some OftllC most l‘CCOgl’llZCd brands in tl’lC ﬁ‘OZCH fOOd

industry, including Stouffers’, Lean Cuisine’, Hcalthy Choice’,

Jimmy Dean and Marie Callendar’s”. Private label brands also
representa signiﬁcant portion of APT’s business.

APT became the supplier of choice for many of the frozen
food industry’s biggcst brands by dcvcloping and producing
plastic trays that didn't break aclow temperacures and by
consistcntly providing high—quality, cost-competitive
products. Food processors and consumers also prcfcr CPET
trays over traditional types of frozen food packaging, suchas
aluminum, coated paper and monolaycr polypropylene
because of their inherent appearance and pcrformancc
advantagcs—impact and moisture resistance and a
builein oxygen barrier.

According to Art Hagg, general
manager of Sonoco’s thermoforming
operations, the capabilitics of APT
complcmcnt Sonoco’s existing
thcrmoforming operations and
otherrigid plastic businesses. “The
acquisition has clcarly cliangcd the
landscapc within the thermo-
forming marketplacc and has liclpcd
Sonoco elevate the proﬁlc tor all of i
plastics packaging placforms,” he stated.
“With four distinct plastic packaging
tcchnologics and 27 rigid plastic packaging plants
inNorth America, Europe and South America, Sonoco is

capablc ofmccting our customcrs’ nccds almost anywlicrc

around the world. Itis chis global reach and divcrsity in rigid
plastic packaging that scparates Sonoco from its packaging
peers.”

Another signiﬁcant factor in Sonoco’s decision to
purchase APT was its advanced capabilities in manufacturing
multilaycr barrier polypropylcnc trays. For use in microwave-
only applications, polypropylcnc trays arc onc of the fastest
growing, costcftective containers for shelf-stable foods.

Trays made with polypropylcnc are dcsigncd to withstand
temperatures ranging from 0 t0 220° F, compared to CPET
dual-ovenable trays which can handle temperacures of-40°
t0400° F. Multilaycr polypropylcnc structures also providc
excellent oxygen and moisture barrier propertics, and can be
casily sealed with a variety of lids.

“While the acquisition signiﬁcantly cxpandcd our existing
tlicrmoforming capabilitics, its potcntial growth in barrier
polypropylcnc food trays gives us an important new pack—
aging opportunity for our customers,” said Presidentand
COO Jack Sanders. “We believe APT makes Sonoco a
much stronger company and further establishes our global
lcadcrship position within the plastics packaging industry.”

Inaddition to APT’sleading position in CPET
crays, Sonoco also was attracted to its strong
commitment to sustainability and
pioneering role in the dcvclopmcnt of

recycled content PET (RePET)
frozen food trays. Through the
dcvclopmcnt ofan “ultra-clean”

tcchnology approvcd by the U.S.

Food and Drug Administration

for direct food contact, APT was

the first North American CPET
packaging company to l)ring RePET
trozen food trays to market. Its advanced
tcchnology allows it to produce RePET
trays that offer similar pcrformancc capabilitics as
those made with CPET.

These trays arc dcvclopcd using high levels of post
consumer rccyclcd plastic, which kccps more than 8 million
pounds of plastic out of landfills cach year and saves
approximately 250 million BT Us of energy, or roughly
enough electricity to power 2,600 U.S. homes for one year.
RePET trays also help reduce greenhouse gas emissions by
15,000 tons of CO: per year, which is essentially the same as
taking ncarly 2,000 cars oft the road annually.

Sonoco 2010 Annual Report 15
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consolidated salesin 2010. Sales from the

Packaging Services segment increased 10% to $469 million in
2010, ductoa signiﬁcant increase in international sales, partic-
ularly from new business in service centers in Poland and
Mexico. Domestic sales decreased to $266 million, a 7%
reduction, while international sales increased 44% to $203 mil-
lion. The decrease in domestic sales was attributed to business
losses and the movement of contract packing business to new
international service centers.

chmcnt opcrating proﬁts improvcd 14%to $12.5 million
in2010as productivity initiatives and increased volume more
than offset an unfavorable shift in the mix of business and

lower sclling priccs.

Service centers

Sonoco operates 11 service centers—four in the United
States, three in Poland, two in Mexico and two in Brazil—that
providc major consumer product companies with materials
production, asscmbly and fulfillment services, and global sup-
ply chain management. Sonocos international service
center operations grew rapidly in 2010.

The Company’s multi-customer
Wroclaw, Poland, facility bcgan han-
dling Europcan packaging for
Henkel's consumer adhesive prod—
ucts,and a new Montcrrcy, Mexico,
service center started providing
North American packaging ser-
vices for the LEGO Group in 2010.
Sonoco moved its Devens, Mass.,
razors and blades packaging operation
to new service centers in lrapuato,
Mexico, and Andover, Mass., and the
Company continued to packagc Hewlete

Packard printer cartridges atanew Sorocaba, Brazil, service

center tllat opcncd in latc 20009. Sonoco also won new contract

OPERATING PROFIT
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Silver 2010 Design of the Times Awards
\ for the cyc—catching displays it

NET SALES
PACKAGING SERVICES

\

packaging business from
Procter & Gamble in late
2010 that's being handled

atanew Manaus, Brazil,

service center starting in
the first quarter of 2011.
And, Sonoco provided “spe-
cial pack” display asscmbly and fulfill-
ment for General Mills at two of its cast coast

distribution centers in 2010.

Point-of-purchase displays

Sonoco is one of the United States largcst providcrs of higli—
impact retail displays and fulfillment services, and its retail mer-
chandising capabilitics arean intcgral part of the Company’s
total solutions consumer packaging and services strategy.

The engaging, motorized display Sonoco dcsigncd and pro-
duced hclpcd the Scotts Company secure prime cndcap space
forits Pump ‘N Go” applicator system, two types of Roundup®
Weed and Grass Control and refills in Lowe’s Home Centers.
Sonocos thrcc-pancl, modular display, assembled at the store

and secured to store shelves with pancl magncts, useda
motorized, continuously rotating, clear, plastic
spiral rod to attract shoppcr attention and
simulate Roundup bcing pourcd froma
refill jug into a Pump ‘N Go applicator
container. The display was installed
above a shelf stocked with Roundup
refill containers, and two pallct dis-
plays with Pump ‘N Go applicator
system containers were placcd on
the floor below: Its bilingual, bill-
board-sized educational pancls acted as
“silent salesmen,” and its continuous pour-
ing motion sold consumers on the case of
Pump ‘N Goapplicator reuse.

In 2010, Sonoco won cight Outstanding Merchandising at

Retail Achievement Awards—two Gold, one Silver and four
Bronze—from Point of Purchase Advcrtising

International . The Company also received

designed and produced for
Cadbury Adams USA’s launches
of Dentyne Pure” gum and Stride®

Shife™ gum.
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with sales growing 23% to $1.64 billion
and operating proﬁts increasing 80% to $130 million.

In 2010, this segment accounted for approximatcly 40%
of Sonoco’s consolidated net sales. Products and services
providcd by this segment include papcrboard tubes, cores,
roll packaging, molded plugs, pallcts, pallct components,
concrete forms, void forms, rotary die boards, rccyclcd
papcrboard, Chipboard, tubeboard, lightweight corestock,
boxboard, linerboard and corrugating medium. Sonoco
Rccycling, which is included in this segment, proviclcs
collection, processing, and recycling ofold corrugatcd con-
tainers (OCC), paper, plastic, metal, glass and other recy-
clable materials. Sonocos Tubes and Cores/Paper segment
serves its markets through 161 plants on five continents, and
its paper operations providc the primary raw material for the
Company’s fiber-based packaging. Sonoco uses approxi-
mately 55% of the paper it produces and sells the rest to third
parties. This vertical integration strategy is supportcd by
21 paper mills with 31 machinesand 49 rccycling facilities
globally. In 2010, Sonoco had the capacity to manufac-
ture approximatcly 1.8 million tons of rccyclcd
paperboard.

Sales increased in the Tubes and
Cores/Paper segment in 2010 due to
an 8% improvementin volume, with
most of that improvement occur-
ringin North Americaand Europe,
the arcas mostssignificantly
impactcd by the recession. Highcr
sclling prices, primarily ducto highcr
OCC costs, resulted in highcr sales,
and Sonoco bcgan sclling corrugating
medium on the open market thathad been
prcviously produccd Cxclusivcly for Gcorgia—
Pacific, generating about $66 million in new sales. Domestic
sales grew by $225 million, or 35%, to $859 million, while

NET SALES
TUBES AND CORES/PAPER

international sales increased
by $81 million, or 11%, to
$786 million in 2010.
Approximately $15 mil-

lion of that increase was

the result of favorable

forcign cxchangc rates.
Highcr volumes, productivity

improvements, the full—ycar impact of restruc-

turing actions on fixed costs and lower pension costs

hclpcd boost segment operating prol‘its. An unfavorable pricc/

cost rclationship rcsulting from the Company’s inability to

fully recover a 140% increase in average OCC prices through

highcr sclling prices partially offset those favorable factors.

Sonoco Recycling’s growth strategy
pays off

Sonoco Rccycling is onc of the nation’s largcst rccyclcrs,
and these opcrations were a strong contributor to carnings in
2010. Collections of recyclable materials in the United States
increased by ncarly 20% and sales volume of rccyclablc materi-

alsincreased by 19%in 2010. The Company’s recycling
business benefited from the global reboundin
recovered paper prices and cffcctivcly took
advantagc of the growingworldwidc
demand for North American OCC
by increasing exports to fibershort
Asian markets.
Much of Sonoco Rccycling’s
growth was the result of its agores-
sive efforts to idcntify and maxi-
mize untapped material sourcing
opportunitics. To increase collections
and improve its ability to serve current
and future municipal customers, Sonoco
Rccycling invested ncarly $7 million in 2010 to
expand its residential materials recovery facilities, or MRFs, in
Charlotte, N.C.,and Columbia, S.C., and arecycling facility in
Atlanta, Ga. The Company expects to double the number of
MRFsit operates in the next five years.

The $2.6 million expansion of the Charlotte MRF com-
plctcd in November 2010, the second major expansion of that
facility in two years, included the addition of high-tcch sorting
screens, separators, high—spccd conveyors and steel disks
dcsigncd to increase the facility’s cﬂ'icicncy insorting singlc—

stream residential collections. (Singlc—strcam rccycling involves

1)
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COHCCUHg d“ rccyclablc paper, plastic, glass, mctal 311(1 Otl’lCI’

materials curbside, in one bin, and scparating those materials
during processing,)

“Singlc—strcam rccycling lets consumers just throw their
rccyclablcs into one bin and leave it at the curb for pickup,
which increases participation,” said Marcy Thompson, vice

prcsident and gcneral manager, Sonoco Recychng, unil

March 2011.“The upgrades and additions that we made to
our Charlotte facility make it one of the most tcchnologica“y
advanced MR Fs in the southeast, and give us the additional
capacity were going to need to handle the tremendous, on-
going growth in and around Charlotte.”

Sonoco Recycling’s strategy to open MRFsin high—growth

southcastcm POPLII}].UOI’] centers has alrf:ady ngU.l’l to pay OH:.



Residential singlc—strcam rccycling collections, which account
for about 10% of the tons Sonoco Rccycling collectsin the
United States, grew by 59%in 2010, and the business continued
to cxpand its list of more than 130 local governments served.

“More and more towns, cities and counties are trying to
reduce their waste handling and disposal costs, said
Thompson. “We have the MRFs, infrastructure and relation-
ships to hclp local governments reduce what theyre scnding to
landfills and take advantagc of consumer demand for singlc—
stream rccycling.”

Sonoco Recycling is significantly increasing non-fiber col-
lections through its MR Fs. Recyclable plastics collections grew
by 54%in 2010, and now make up 9% of Sonoco Rccycling’s
total business, compared with 1%in 2006. As MRF collections
grow, Sonoco Rccycling is targeting increasing plastics collec-
tions to 15% of its total business over the next fcwycars.

Sonoco Recycling is also working with the Company’s
reccntly acquircd APT thcrmoforming business, one of the
largestusers of RePET (recycled PET) material, to develop a
closcd-loop system to collectand process recycled PET for use
by Sonoco Plastics in mal(ing its industry—lcading RePET,
dual-ovenable frozen food trays.

Sonoco Recycling’s waste-reduction consul
ing service, Sonoco Sustainability
Solutions, LLC (53), also helps the busi-
ness increase collections. In 2010, S3
consultants serviced 20 different
customers and 125 plants, and the
program grew by 38% over 2009.
Sonoco Recycling’s 2011 goal isto
grow S3volume by more than 40%.

S3 consultants work with cus-
tomers at their manufacturing facili-
ties to dcvclop comprchcnsivc waste-
stream solutions to hclp meet their sustain-
ability goals. The program’s service offcrings were
cxpandcd in 2010 to include ﬁnding new and creative alterna-

tive solutions for waste prcviously believed unrccyclablc, such

OPERATING PROFIT
TUBES AND CORES/PAPER

as plastic banding, bulk

plastic liners, flexible

packaging, and food and
bcvcragc waste. Through
waste-to-energy, waste-to-
tuel, composting and tradi-
tional rccycling programs,
S3 consultants hclpcd several major
customers achieve zero landfill status at some
of their manufacturing facilities.

Kraft Foods announced in July 2010 that nine of its opera-
tions—three Canadian and five U.S. manufacturing plants,
along with a distribution center in Bethlehem, Pa.—had
become zero-waste-to-landfill facilities. Kraft Foods
Bethlehem facility was its first distribution center in the United
States to achieve zero landfill status.

To hclp Kraftachieve this, S3 consultants found avenues to
rccyclc millions of pounds of cardboard, cores, paper and
plastics, dcvclopcd OppOrtunities to re-purpose organic waste,
and diverted non—rccyclablc waste to ncarby waste-to-energy
facilities. Kraft Foods has told the Company thatitwould like

to double the number of its zero-waste manufacturing
operations.

S3 consultants also hclpcd Unilever’s
Lipton® Tea plantin Suffolk, Va.,

become the country’s first tea process-
ing facility to achieve zero-waste-to-
landfill scacus. Today, 70% of the
plant’s waste that had been land-
filled is rccyclcd, 22%is compostcd
and the last 8% is converted into
energy used to providc steam fora
ncarby U.S. Navy shipyard and sold
through the electrical grid. In2010,
Sonoco Rccycling received material from
five Unilever locations and providcd waste consult
ing services to 15.

“Our S3 waste consulting service is growing rapidly because
cvcrybody wins when we hclp our customers reduce, eliminate
or re-purpose their manufacturing waste,”said Thompson.
“Sonoco procures more of its primary raw material, OCC,
and receives additional new revenue. We solidify and cxpand
our rclationsliips with our biggcst customers, and tlicy save
money and earn new revenue. In addition, thcy get credit from
retailers and consumers for producing their favorite products

at (ngCH) plants. 7
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and these products fall into All Other Sonoco. These
products, which accounted for approximatcly 8% of Sonoco’s
consolidated netsales in 2010, include protective pacl(aging,
wire and cable rccls/spools, molded and extruded plastics and
papcrboard spccialtics.

Sales for All Other Sonoco increased in 2010 primarily
throu gh highcr volumes in molded plastics, protective
pacl(aging and wire and cable reels. Domestic sales were
approximatcly $267 million, up 23% from 2009, and
international sales were approximatcly $74 million, an
increase of 15%.

Operating profics in All Other Sonoco also improved
because of highcr volumes, increased productivity and lower
pension costs. This improvement was dampcncd by an
unfavorable sclling pricc/matcrial costvariance as sclling price
increases were unable to recover highcr raw material costs.

Onc acquisition within All Other Sonoco occurred in

2010 with the $10.7 million all-cash purchase of Madem Reels.

The addition of Madem Reels is cxpcctcd to generate
annualized sales of approximatcly $9 million. The
acquisition follows the December 2009
purchasc of EconoReel Corporation and
its controlled subsidiary, Southern Reel.
The Company’s protective
packaging business cxpcricnccd a
13% increase in sales in 2010, as
consumer demand for houschold
applianccs rebounded comingout
of the recession. Sonoco is aleader
in providing papcrhoard—hascd
protective packaging in North
America for largc applianccs, hcating and
air conditioning, ofhce furnishings, lawn and
gardcn, automotive and ficness equipment. The
business continues to cxpand globally to serve markets in

Mexico, South America, Europe and Asia.

Reels well positioned for rebound

Rccognizcd for their strcngth and dural)ility, Sonoco’s
steel reels are the carriers of choice for the heaviest of wire and
cable products, suchas high—voltagc transmission lines that
deliver power from generating plants to substations.

In 2010, Sonoco cnjoycd al0% growth in steel reels sales
dueto strong demand from electric utilities as additional
renewable energy projects, suchaswind power, were brought
onto the nation’s power grid. Wich cncrgy—drivcn demand for
its products cxpcctcd tobe strong through 2013, Sonoco has
positioncd itself o serve chis anticipatcd market growth‘
Additionally, the Company is working to cxpand its share of
onshore and offshore oil, gas and marine applications, where
the boundaries of dcsign are hcing tested by the longcr, heavier
spool loads necessary to probc dccp below the earth’s surface.

Sonoco has long been the most comprchcnsivc providcr of
reelsand spools, with products produccd from nailed wood,
plywood, polyfibcrs, molded plastic and steel. Sonoco grew its
nailed wooden and plywood reels business during 2010 by
modcrnizing its operation with state-of-the-art automated
assembly equipmentin Hareselle, Ala., and Jefferson, Texas.

“The modern cquipment capal)ilitics were bringing
into these operations, along with Sonoco's
national network of opcrations, will allow
us to more uniformly meet the chang—

ing needs of these customers
throughout the United States,” said
James Harrell, vice president of
Sonocos North American
Industrial Carriers division.
Another key initiative in
Sonocos effort to cxpand its reels
product line was the relaunch of its reel
rccycling program, under the EcoReel™
trade name. Through the EcoReel program,
Sonoco collects used reels from utilities, contrac-
tors and distributors. These reels are rcpaircd and refurbished
by Sonoco and then returned to the wire and cable manufac-
turers for reuse.

Asa rccognizcd industry leaderin reel rccycling, Sonoco
has rccyclcd over 2 billion pounds of reelsin the past five years,
saving end users more than $36 million in disposal costs. Wich
manufacturers and utility companies wanting to promote
“greener” operations and save money in landfll disposal,
Sonoco is Worl(ing hard to raise the awareness level of its reel

rccycling program in the markctplacc.
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aworld-class safety program that drives
continuous improvement. In 2010, although the Company’s
total number of injurics continued to decrease and its total
incident rate reached a new record low of 44, two fatal inci-
dents occurred in Sonoco Rccycling facilities. The Company’s
first fatalities since 1999, both involved noncompliancc with
existing safcty policy. To ensure that every Sonoco cmploycc
knows, understands and follows Company safety policy,
Sonoco is rcdoubling its saff:ty efforts through focused,
ongoing training, that cmphasizcs cmploycc awareness and
observation, and 100% compliancc with Sonoco’s safety rules

ancl proccdurcs.

Bclicving ithasan inherent rcsponsibility to improve the

quality oflife in the communities where it operates, Sonoco
invested approximatcly 1% of its pretax earnings, or more than
$2 million, in nonproﬁt organizations in 2010 to support edu-
cation, health and welfare, arts and culture, and the environ-
ment. Approximatcly 75% of that was directed toward educa-
tion, and the Company providcd anincrease in one-time fund-
ing in support oflocal, rcgional and national crisis response.
Sonoco contributions hclpcd make possiblc astate-of-the-
art academic center at the S.C. Governor's School for Science
and Mathematics (GSSM) in Hartsville that opened in
November 2010, allowing the top—ratcd, residential public
high school to more than double its enrollment and add new

faculty. Thc Company also COI’ltll’lU.Cd to activcly support



cducation mentoring programs through Junior Achievement
of South Carolina and other organizations. To raise the stan-
dard of iiving in the communities in which ic operates, Sonoco
continues to focus on community partnerships that drive eco-
nomic dcveiopment and support local businesses.

Sonoco empioyees are also heiping build a beteer future
for their communities and ncighbors i)y voiuntccring.
Hartsville-based Richard Cook, finance director, Rigid Paper
and Closures, has been a Darlington County Habitac for
Humanity volunteer for the pastsix years, wori(ing onthe
board of directors and handiing the business side of buiiding
and seiiing homes.

“It takes dozens of volunteers, many of whom are Sonoco
empioyees, to build a house,” said Cook. “Attending ahome
dedication is incredibiy gratifying. The peopie Habitat heips
never thought they’d own a house. You see how thrilled they
are, know how hard thcy worked to get their house and you’re
just proud to have heiped make it happen.”

Sonoco’s Staff Vice President, Internal Audit, Gloria Bell, is
alsoa iongtime volunteer, contributing o many organizations,
including the Greater Hartsville Chamber of Commerce, Pee
Dee Girl Scout Council, Pee Dee Boys and Gitls Clubs
and Darlington County Community Action
Agcncy, ina number of ways. Bell currentiy
serves on the boards of Coker Coiiege
and the Pee Dee Coalition Against
Domestic and Sexual Assault.

“Too many children and women
in South Carolina and our commu-
nity are victims ofviolence and
abuse,” said Bell. T want to help stop
that and ensure that support and
treatment are available to victims when
they need it

Many Sonoco locations also run United
Way campaigns, hold food drives, adopt needy fami-
lies for Christmasand supportavariety of local charitable efforts.

Increasing the diversity of Sonoco's empioyees and suppii—

TOTAL RECORDABLE
INJURIES

\

ers remains a major focus.

To improve the iiiring and

retention of diverse empioy—
ees, Sonoco uses external
recruiters speciaiizing in
diversity; offers informal net-
working opportunitics, men-
toring rciationships with Sonoco’s
senior ieadership, and careerand ieadership
deveiopment workshops for diverse empioyees; and

activeiy promotes its famiiy fricndiy poiicies.

Sonocos Supply Management group continued its award-
winning efforts to dcvciop mutuaiiy beneficial partnerships with
material and service suppiiers owned by women and minorities
in 2010, increasing the Company’s diversity suppiier spend toan
all-time high of $120 million, and avvarding allofits temporary
staH‘ing and most of its waste management business to diverse
suppiiers. The Company also reguiariy attends diversity suppiier
fairsand sponsors an annual second-tier reverse trade show to
hcip kcy suppiiers find new quaiiﬁed diverse suppiicrs.

Sonoco also made signiﬁcant progressin reducing its car-

bon footprint in 2010, announcing that it had reduced
the greenhouse gas (GHG) emissions from its
U.S.and Canadian paper mills by 13%in
~2009.and thatitwas targeting a 15%
A

) reduction in GHG emissions at its
315 giobai manufacturing facilities by
\ 2014. Sonoco's sustainability efforts
were noticed and recognized—the
Company was named to the Dow
Jones World Sustainability Index,
listed in the top quarter of Newsweek
magazines Green Rankings forasec-
ond consecutive yearin 2010, and
received Altria’s Suppiier Achievement
Award as its top suppiier in terms of sustainabiiity
and corporate responsibiiity.

SAM (Sustainable Assct Management) also recognized
Sonoco’s commitment to operating sustainabiy, avvarding the
Company Gold Class status for 2011. SAM, which has
reviewed and documented the

sustainabiiity performance of S a m (.

thousands of corporations since

201
gold class

1999, granted Gold Class status to justtwo ULS.
packaging companics in 2011 for achieving the highest total

sustainabiiity score in the Container and Packaging SeCtor.
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é;@fﬂ Board

Harris E. DelLoach Jr., 66
Chairman of the Board since 2005,
Chief Executive Officer since 2000.
Served on the Board since 1998.
Member of the Executive Committee.

James M. Micali, 63

“Of Counsel” with Ogletree Deakins LLC
(law firm) in Greenville, S.C., since 2008,
and Senior Advisor to, and limited
partner of, The Azalea Fund Ill, LP of
Azalea Capital (private equity firm) in
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.

of Directors

James L. Coker, 70

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.

John H. Mullin Ill, 69
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.

Dr. Pamela L. Davies, 54
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.

Lloyd W. Newton, 68

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. Served on the Board since 2008.
Member of the Employee and Public
Responsibility, and Financial Policy
Committees.



Caleb C. Fort, 49

Co-chairman, The Merit Group, Inc.
(distributor of residential and
commercial paint-related 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.

Marc D. Oken, 64

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.

Edgar H. Lawton IlI, 50

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.

Philippe R. Rollier, 68

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.

John E. Linville, 65

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 to 1990.
Served on the Board since 2004.
Member of the Audit, and Employee
and Public Responsibility Committees.

Thomas E. Whiddon, 58
Advisory 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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Harris E. DelLoach Jr., 66

Chairman of the Board and Chief Executive
Officer since December 2010. Previously
Chairman of the Board, President and Chief
Executive Officer 2005-2010. Joined Sonoco
in1985.

M. Jack Sanders, 57

President and Chief Operating Officer since
December 2010. Previously Executive Vice
President, Consumer January-December
2010. Joined Sonoco in 1987.

Vicki B. Arthur, 53

Vice President, Global Corporate Accounts
since 2008. Previously Division Vice
President, Global Corporate Accounts
2007-2008. Joined Sonoco in 1984.

Jim C. Bowen, 60

Senior Vice President, Primary Materials Group, N.A., since
2009. Previously Senior Vice President, Sonoco Recycling
and Internal Supply 2008-2009. Joined Sonoco in 1972.

John M. Colyer Jr, 50

Vice President, Global Industrial Converting since January
2010. Previously Vice President, North American Converted
Products 2009-2010. Joined Sonoco in 1983.

Rodger D. Fuller, 49

Vice President, Global Rigid Paper and Plastics since
January 2011. Previously Vice President, Global Rigid Paper
and Closures 2008-2011. Joined Sonoco in 1985.

Charles J. Hupfer, 64

Senior Vice President and Chief Financial Officer since 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.

Allan H. McLeland, 44

Vice President, Human Resources since January 2011,
Previously Staff Vice President, Human Resources, Industrial
2010-2011. Joined Sonoco in 1993.

Marty F. Pignone, 54

Vice President, Global Manufacturing, Industrial since 2008.
Previously Vice President, Paper N.A. 2005-2008. Joined
Sonoco in 1997,

Rob C. Tiede, 52

Vice President, Global Flexibles and Packaging Services
since 2009. Previously Division Vice President and General
Manager, Flexible Packaging 2007-2009. Joined Sonoco
in 2004,

Ritchie L. Bond, 54
Vice President, Treasurer and Corporate Secretary since
February 2011. Joined Sonoco in 2005.

Bernard W. Campbell, 61
Vice President and Chief Information Officer since 1996.
Joined Sonoco in 1988.

R. Howard Coker, 48
Vice President, Global Rigid Paper and Closures since
January 2011. Joined Sonoco in 1985.

James A. Harrell Ill, 49
Vice President, Industrial Carriers, N.A., since February 2010.
Joined Sonoco in 1985.

Kevin P. Mahoney, 55
Senior Vice President, Corporate Planning since February
201. Joined Sonoco in 1987.

Robert L. Puechl, 55
Vice President, Global Flexible Packaging since January 2011.
Joined Sonoco in 1986.

Barry L. Saunders, 51
Vice President and Corporate Controller and Chief Accounting
Officer since 2008. Joined Sonoco in 1989.

Roger P. Schrum, 55
Vice President, Investor Relations and Corporate Affairs since
2009. Joined Sonoco in 2005.

Marcy J. Thompson, 49
Vice President, Rigid Paper and Closures, N.A., since March
2011. Joined Sonoco in 2006.
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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,” “strategy,” “opportunity,” “target,” “anticipate,” “objective,” “goal
“guidance,» “outlook,” “forecasts,” “future,” “will” “would,” and similar
expressions identify forward—looking statements. Forward«looking
statements include, but are not limited to, statements regarding off-
setting lligh raw material costs; improved productivity and cost con-
tainment; adequacy of income tax provisions; refinancing of debr;
adequacy of cash flows; anticipated amounts and uses of cash flows;
cffects of acquisitions and dispositions; adequacy of provisions for
environmental liabilities; financial strategics and the results expected
from them; sales growth; continued payments of dividends; stock
repurchases; producing improvements in carnings; financial results for
future periods; and creation of long«term value for sharcholders. Such
forward—looking statements are based on current expectations, esti-
mates and projections about our industry, management’s beliefs and
certain assumptions made by management. Such information includes,
without limitation, discussions as to guidance and other estimates,
expectations, beliefs, plans, strategics and objectives concerning our
future financial and operating performance. These statements are not
guarantees of future performance and are subject to certain risks,
uncertainties and assumptions that are difficult to predict. Therefore,
actual results may differ materially from those expressed or forecasted
in such forward—looking statements. T he risks and uncertainties
include, without limitation:

. availability and pricing of raw marerials;

* 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;

e fluctuations in obligations and carnings of pension and postretire-
ment benefit plans;

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

* continued strength of our paperboard-based tubes and cores and
compaosite can operations;

. anticipated results ol.restructuring activities;

e resolution of income tax contingencics;

. 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 growtli targets;

e rate of growth in foreign markets;

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

® actions ol.government agencics and clianges in laws and regulations
aflecting the Company;

. liability forand anticipated costs of environmental remediation
actions;

e loss 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,
future events or otherwise. In light of these risks, uncertainties and
assumptions, the forward—looking events discussed in this Annual

Report on Form 10-K migl’it not occur.

References to our Web site address

References to our Web site address and domain names throughout
this Annual Reporton 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 not,
incorporate the contents of our Web sites by reference into this

Annual Report on Form 10-K.

FORM 10-K Sonoco 2010 Annual Report



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 subscqucntly changcd to Sonoco Products Company (the
“Company” or “Sonoco”). Sonoco is a manufacturer of industrial and
consumer packaging products anda providcr of packaging services,
with 315 locations in 34 countrics.

Information about the Company’s acquisitions, dispositions, joint
ventures and restructuring activities is providcd in Notes 3and 4 to the
Consolidated Financial Statements included in [tem 8 of this Annual

Reporton 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 following discussion outlines the
principaJ products produced and services provided by the Company.

Consumer Packaging

The Consumer Packaging segment accounted for approximatcly
41%,43% and 38% of the Company’s consolidated net sales in 2010,
2009 and 2008, rcspcctivcly. The operations in this segment consist of
66 plants throughout the world. The products, services and markets of
the Consumer Packaging segmentarc as follows:

Rigid Packaging -Paper
Products and Services Markets
Round and shapcd composite Food: Powdered bcvcragcs and
papcrboard cans, singlc-wrap infant formulas, coffee, cereal,
papcrboard packagcs, tiber snacks, nuts, cookies and crackers,
cartridgcs corifcctioncry, rcfrigcratcd dough,
frozen concentrates, spiccs/
scasonings, nutritional supplcmcnts,

pC[ fOOdS

Nonfood: Adhesives, caulks, cleans-
ers, houschold chemicals, lawn and

g(l['dC[l, automotivc, PCt P['()dUCtS

Rigid Packaging - Blow Molded Plastics
Markets
Food: Noncarbonated, high-barricr

Products and Services
Monolayer and multilayer
bottles and jars bcvcragcs/ ready-to-drink products,

COH"CC, pOWdCl’Cd bcvcragcs, condi-

ments

Nonfood: Health and bcauty, house-

hold chemicals, automortive, adhe-

sives and spccialry products

Rigid Packaging - Thermoformed Plastic

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

Markets

Processed, frozen, chilled and ready-
to-cat foods, sauces and dips, pet
foods, snacks and nurs, fresh-cut

PI”OCIUCC, CICSSCI”IS, fOOC[ services

Endsand Closures

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

Markets

Powdered beverages and infant
formulas, coffee, cereal, snacks, nuts,
cookies and crackers, confcctioncry,
rcfrigcratcd dough, frozen concen-
trates, spiccs/ scasonings, nutritional
supplcmcnts, pet foods, vcgctables,
fruit, seafood, pouitry, soup and pas-
@, dairy

Printed Flexible Packaging
Products and Services

Flexible packaging made from
thin-gauge, value-added roto-
gravure, ﬂexographic and
combination printcd film,
including pcrformancc lami-
nations, rotogravure cylindcr
engraving, global brand art-

work managcmcnt

Markets

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

SODOCO)S rlgld packaging - papcr«bascd PI”OC[U.CES arce thC Compa—

I]y N sccond largcst rcvcnuc«producmg group Of PI”OC[U.CES and Services,

representing approximatcly 21%,23% and 20% of consolidated net
sales in 2010, 2009 and 2008, rcspcctivcly.

Tubes and Cores/Paper

The Tubesand Cores/Paper segment accounted for approximately
40%, 37% and 41% of the Company’s consolidated net sales in 2010, 2009
and 2008, rcspcctivcly, This SCgMENE SCIVes its markets through 161

plants on ﬁVC continents. SOHOCO‘S p?lpC[' opcrations PI'OVidC tl’lC primary

raw material for the Company’s fiber-based packaging. Sonoco uses

approximatcly 55% of the paperit manufactures, and the remainder is

sold to third parties. This vertical intcgration strategy is supportcd by 21

paper mills with 31 paper machines and 49 rccycling facilitics throughout

the world. In 2010, Sonoco had the capacity to manufacture approx-

imatcly 1.8 million tons of recycled paperboard. The products, services

and markets of the Tubesand Cores/ Paper segmentare as follows:

Tubesand Cores

Products and Services
Paperboard tubes, cores, roll
packaging, molded plugs, pal-
lets, pallet components, con-
crete forms, void forms, rotary

dic boards

Markets

Construction, film, flowable prod—
ucts, metal, paper mill, shipping and
storagg, tape and label, textiles, con-

vereers




Paper

Products and Services

Recycled paperboard, chip-
board, tubeboard, liglatwcight

corestock, boxboard, liner-

Markers
Converted papcrboard products,
spiral winders, l)cvcragc insulators

All Other Sonoco

All Other Sonoco accounted for approximatcly 8%, 8% and 9% of
the Company’s consolidated net sales in 2010, 2009 and 2008,
rcspcctivcly. In addition to the products and services outlined in each
of the segments above, the Company produces the following prod-

board, corrugating mcdium,
spccialty gradcs, recovered

paper

Sonoco Recycling, Inc.
Products and Services
Collection, processing and
rccycling ofold corrugatcd
coneainers, paper, plastic,
metal, glass, other rccyclablc

materials

Sonoco’s tubes and cores products and services are the Company's
largcst rcvcnuc—producing group of products and services, represent-
ing approximatcly 27%, 28% and 30% of consolidated net sales in 2010,
2009 and 2008, rcspcctivcly.

Packaging Services

The Packaging Services segment accounted for approximately
11%, 12% and 12% of the Company’s consolidated net sales in 2010,
2009 and 2008, rcspcctivcly. The products, services and markets of the

Packaging Services segment are as follows:

Service Centers
Markets

PCK’SOH‘A] care, baby care, FOO(l, ClCC‘

Products and Services
Pacl(aging supply chain man-

agcmcnt, including custom ronics, l"lOSlCl’y, OH:ICC SLlPPllCS, tOyS

ucts:

Wire and Cable Reels
Products and Services
Steel, nailed wooden,
plywood, recycled and
polytiber reels

Markets

Wire and cable manufacturers

Molded and Extruded Plastics

Products and Services
Product design, tool design
and fabrication;
manufacturing in both
injection molding and
extrusion tcchnologics

Markets

Food service, medical, healthcare,
textiles, wire and cable, fiber optics,
fileration, plumbing, automotive

Paperboard Specialtics

Products and Services

Custom—printcd Stancap®
.. T™

glass covers, Rixie™ coasters,

other paper amenities

Markets

Hotels and resorts, food and bever-
age, healthcare facilities, catering
services, transportation, advcrtising

Protective Packaging
Products and Services
Proprictary protective
packaging (Sonopost®
technology, Sonobase®
carriers, Sonopop® systems),
contract package testing

Markets

Houschold applianccs, licating and
air conditioning, office furnishings,
automotive, fitness equipment, lawn
and gardcn, promotional and pallct—
ized distribution

pacl(ing, fulfillmcnt, primary
pacl(agc filling, scalable service

centers

Point-of-Purchase (P-O-P)
Products and Services
Dcsigning, manufacturing,
asscmbling, packing and dis-
tributing temporary, semi-
permanent and permanent
P-O-P displays, as well as
contract packaging, co-
pacl(ing and fulfillment serv-

ices

Markets

Automotive, bcvcragcs, con-
fcctioncry, clectronics, cosmetics,
food, fragranccs, home and gardcn,
liquor, medical, office supply) over-
the-counter drugs, pcrsonal care,

sporting gOOdS, tObéICCO

Product Distribution - Fach of the Company’s operating unis
has its own sales staff, and maintains direct sales relationships with its
customers. For those customers that buy from more than one business
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,
markcting and product dcvclopmcnt assistance as needed. Typically,
product distribution is dircctly from the manufacturing plant to the
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.
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Patents, Trademarks and Related Contracts - Most
inventions and product and process innovations are generated by
Sonoco’s development and engincering staff, and are important to the
Company’s internal growth. Patents have been granted on many
inventions created by Sonoco staff in the United States and other
countrics. These patents are managed globally by a Sonoco intellectual
capital management team through the Company’s subsidiary, Sonoco
Development, Inc. (SDI). SDI globally manages patents, trade seerets,
confidentiality 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
replace many of the abandoned or expired 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®. Sealed-
safe® Duro® and Durox®. Sonoco’s registered Web domain names
such as www.sonoco.com and www.sonotube.com provide information
about Sonoco, its people and products. Trademarks and domain
names are licensed to outside companics where appropriate.

Seasonality - The Company’s operations are not seasonal to any
signilicant degree, although the Consumer Packaging and Packaging
Services segments normally report slightly higher sales and operating
profits in the second half of the year, when compared with the firs half.

Working Capital Practices — The Company is not required
to carry any significant amounts of inventory to meet customer
requirements or to assure itself continuous allotment of goods, nor
does it provide extended terms to customers.

Dependence on Customers — Onan aggregate basis during
2010, the five largest customers in the Tubes and Cores/Paper seg-
ment accounted for approximately 8% of that segment’s sales, and the
five largest customers in the Consumer Packaging segment accounted
for approximately 33% of that segment’s sales. The dependence ona
few customers in the Packaging Services segment is more significant,
as the five largest customers in this segment accounted for approx-
imately 72% of that segment’s sales.

Sales to Procter & Gamble, the Company’s largest customer, repre-
sented approximately 10% of the Company’s consolidated revenues in
2010. In addition, this concentration of sales volume resulted in a
corresponding concentration of credit, representing approximately 8%
of the Company’s consolidated trade accounts receivable ac
December 31,2010. The Company’s next largest cuscomer comprised
approximately 5% of the Company’s consolidated revenues at
December 31,2010.

Backlog — Most customer orders are manufactured with a lead
time of three weeks or less. Therefore, the amount of backlog orders a
December 31,2010, was not material. The Company expects all back-
log orders at December 31,2010, to be shipped during 2011

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 regularly bid for new and continuing business.
Losses and/or awards of business from our largest customers,
customer changes to alternative forms of packaging, and the repricing
of business, can have a signilicant effect onour operating results. The
Company manufactures and sells many ofits products globally. The
Company, having operated internationally since 1923, considers its
ability to serve its customers worldwide in a timely and consistent
manner a competitive advantage. The Company also believes that its
technological leadership, reputation for quality, and vertical integration
are competitive advantages. 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, environmentally
compatible packaging, wherever they choose to do business. It is
important to be alow-cost producer in order to compete ef:fectively.
The Company is constantly focused on productivity improvements
and other cost-reduction initiatives utilizing the latest in technology.

Research and Development - Company«sponsored
research and development expenses totaled approximately $17.8 mil-
lionin 2010, $14.5 million in 2009 and $15.9 million in 2008.
Customer—sponsored rescarch and development expenses were not
material in any of these periods. Signilicant projectsin Sonoco’s Tubes
and Cores/Paper segment during 2010 included efforts to designand
develop new products for the construction industry and for the film
and tape industries. In addition, efforts were focused on enhancing
performance characteristics of the Company’s tubes and cores in the
textile, film and paper packaging arcas, as well as on projects aimed at
enhancing productivity. During 2010, the Consumer Packaging
segment continued to invest in a broad range of cost-reduction proj-
ects, high«value flexible packaging enhancements, rigid plastic contain-
ers technology and next-generation composite packaging.

Compliance with Environmental Laws - [nformation
regarding compliance with environmental laws is provided 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 Reporton Form 10-K.

Number of Employees - Sonoco had approximately 17,300
employees worldwide as of December 31,2010.

(D) Financial information about
geographic areas -

Financial information about geographic areas is provided in Note
16 to the Consolidated Financial Statements included in Item 8 of this
Annual Report on Form 10-K, and in the information about market
risk in ltem 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 quarcerly
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 Securities Exchange Act of 1934 (the “1934 Act”), and proxy

Executive officers of the registrant -

Name Age

materials pursuant to Section 14 of the 1934 Act. The SEC maintains
asice on the Internet, www.sec.gov, that contains reports, proxy and
information statements, and other information regarding issuers that
file clectronically with the SEC. Sonoco also makes its filings available,
frec of charge, through its Web site, wiww.sonaco.com, as soon as reason-
ably practical after the electronic filing of such material with the SEC.

Position and Business Experience for the Past Five Years

Executive Committee

Harris E. DeLoach, Jr. 66 Chairman of the Board and Chicf Exccutive Officer since December 2010. Pre-

M. Jack Sanders 57
Jim C. Bowen 60
Cynthia A. Hartley 62
Charles]. Hupfer 64
Eddic L. Smith 59
Vicki B. Arthur 53
John M. Colyer, Jr. 50
Rodger D. Fuller 49
Allan H. McLeland 44

viously Chairman of the Board, President and Chicf Executive Officer 2005-2010;
President and Chief Executive Officer 2000-2005; Chicf Operating Officer April-
July 2000; Sr. Exccutive Vice President, Global Industrial Products/Paper/
Molded Plastics 1999-2000; Exccutive Vice President, High Density Film,
Industrial Container, Fibre Partitions, Protective Packaging, Sonoco Crellin and
Baker Reels 1996-1999. Joined Sonoco in 1985.

President and Chief Operating Officer since December 2010. Previously Execu-
tive Vice President, Consumer January-December 2010; Executive Vice Presi-
dent, Industrial 2008-2010; Sr. Vice President, Global Industrial Products 2006-
2008; Vice President, Global Industrial Products January-October 2006; Vice
President, Industrial Products, N.A. 2001-2006; Division Vice President and
General Managcr, Protective Packaging 1998-2001. Joined Sonoco in 1987.

Sr. Vice President, Primary Materials Groups, N.A., since 2009. Previously Sr. Vice
President, Sonoco Recycling and Incernal Supply 2008-2009; Sr. Vice President
2002-2008; Sr. Vice President, Global Paper Operations 2000-2002. Joined
Sonocoin 1972.

(Retiring effective March 2011.) Sr. Vice President, Human Resources since 2002.
Prcviousiy Vice President, Human Resources 1995-2002. Prior experience: Vice
President, Human Resources, Dames & Moore and National Gypsum Company.
Joined Sonoco in 1995.

Sr. Vice President and Chief Financial Officer since 2009. Previously Sr. Vice Presi-
dent, Chief Financial Officer and Corporate Secretary 2005-2009; Vice President,
Chicf Financial Officer and Corporate Secretary 2002-2005; Vice President,
Treasurerand Corporate Secretary 1995-2002. Joined Sonoco in 1975.

(Retiring effective March 2011.) 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.

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

Vice President, Global Industrial Converting since January 2010. Previously 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, N.A. 2006-2008; Division Vice President,
Manufacturing, Industrial Products 2004-2006. Joined Sonoco in 1983.

Vice President, Global Rigid Paper and Plastics since January 2011. Previously
Vice President, Global Rigid Paper and Closures 2008-2011; Vice President, Rigid
Paperand Plastics N.A. 2005-2008; Division Vice Presidentand General Manag-
er, Consumer Produces N.A. 2000-2005. Joined Sonoco in 1985.

Vice President, Human Resources since January 201 1. Previously Seaff Vice Presi-
dent, Human Resources, Industrial 2010-2011; Director of Human Resources,
Industrial 2009-2010; Dircctor, Talent Management 2006-2009; Director, Organ-
izational Development and Staffing 2002-2006. Joined Sonoco in 1993.
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Name

Position and Business Experience for the Past Five Years

Marty F. Pignone

Rob C. Tiede

Other Corporate Officers
Ritchie L. Bond

Bernard W. Campbell

R Howard Coker

James A. Harrell 111

Kevin P.Mahoney

Robert L. Puechl

Barry L. Saunders

Roger P. Schrum

Marcy]. Thompson

61

48

49

3!
N

49

Vice President, Global Manufacturing, Industrial since 2008. Prcviously Vice Presi-
dent, Paper NLA. 2005-2008. Joined Sonoco in 1997.

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

Vice President, Treasurer and Corporate Secretary since February 2011, Pre-
viously Staff Vice President, Treasurer and Corporatc Sccrcmry 2009-2011; Staff
Vice President and Treasurer 2005-2009. Joined Sonoco in 2005.

Vice President and Chicf Information Officer since 1996. Previously Staff Vice
President, Information Services. Joined Sonoco in 1988.

Vice President, Global Rigid Paper and Closures since January 2011. Previously
Vice President and General Manager, Rjgid Paperand Closures, N.A.2009-2011;
Division Vice President and General Manager, Rjgid Paperand Closures 2008-
2009; Division Vice President and General Manager, Sonoco Phoenix 2006-2008;
Director of Sales 2002-2005. Joined Sonoco in 1985.

Vice President, Industrial Carriers N.A. since February 2010. Previously Vice Presi-
dentand General Manager, Industrial Converted Products 2009-2010; Division
Vice President and General Manager, Paper, N.A. 2008-2009; Staff Vice Presi-
dent, Global Opcrating Excellence, Industrial Products 2007-2008; Division Vice
President, Industrial Products/Paper, Europe 2002-2007. Joined Sonoco in 1985.
Sr. Vice President, Corporate Planning since February 2011. Previously Vice Presi-
dent, Corporate Planning since 2000. Joined Sonoco in 1987.

Vice President, Global Flexible Packaging since January 2011, Previously Vice
President, Global Rjgid Plastics 2010-2011; Division Vice President and General
Mamgcr, Molded Plastics 2008-2010; Division Vice President and General
Manager, Molded Plastics and Caulk 2002-2008. Joined Sonoco in 1986,

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

Vice President, Investor Relations and Corporate Affairs since 2009. Previously
Staff Vice President, Investor Relations and Corporate Affairs 2005-2009. Joined
Sonoco in 2005.

Vice President, Rigid Paper and Closures, N.A. effective March 2011. Previously
Division Vice President and General Manager, Sonoco Recycling, Inc. 2009-2011;
Division Vice President and General Manager, Industrial Products Division, N.A.
2008-2009; Division Vice President, Sales and Markcting, Industrial, N.A. 2006-
2009. Joined Sonoco in 2006.



Item 1A. Risk factors

Risk factors relating to Sonoco’s business
The Company is subject to environmental
regulations and liabilities that could weaken
operating results.

Federal, state, provincial, foreign and local environmental require-
ments, including the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA), and particularly those
relating to air and water quality, are significant factors in the Compa-
ny’s business and generally increase its costs of opcrations. The Com-
pany may be found to have environmental liability 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 Company. Legal proceedings may
result in the imposition of fines or penalties, as well as mandated
remediation programs that require substantial, and in some instances,
unplanned capital expenditures.

The Company has incurred in the past, and may incur in the future,
fines, penalties and legal costs relating to environmental matters, and
costs relating to the damage of natural resources, lost property values
and toxic tort claims. The Company has made expenditures to comply
with environmental regulations and expects to make additional
expenditures in the future. As of December 31,2010, approximatcly
$62.0 million was reserved for environmental liabilities. Such reserves
are established when it is considered probable that the Company has
some liability. In part because nearly all of the Company’s potential
environmental liabilities are joint and severally shared with others, the
Company’s maximum potential liability cannot be reasonably esti-
mated. However, the Company’s actual liability in such cases may be
substantially higher than the reserved amount. Additional charges
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 regulations dealing with environmental issues,
including climate change, are made or proposed with some frequency
and some of the proposals, ii.adopted, might, directly or indirectly,
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 approximarcly 64% of the Compa-
ny’s consolidated revenues in 2010. Even with the Company’s
diversification across various markets and customers, due to the nature
of the Company’s products and services, general cconomic downturns
can have an adverse impacton 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, Australiaand Asia, with facilities in 34 countries. In
2010, approximately 36% of consolidated sales came from opcrations

and sales outside of the United States. Accordingly, economic con-
ditions, political situations, and changing Jlaws and regulations in those
countries may adversely 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. Principal examples 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 adversely
affect proﬁtability. Many of the Company’s long«term contracts with
customers permit limited price adjustments to reflect increased raw
material costs. Although both contractual and non-contractual prices
may be increased in an effort to offset increases in raw marerials costs,
such adjustments may not occur quickly enough, or be sufficient to
preventa materially adverse effect 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 actively seck new acquisitions that management believes will
provide meaningﬁil opportunities in the markets it serves. Acquired
businesses may not achieve the expected levels of revenue, proﬁt or
productivity, or otherwise perform as expected.

Acquisitions also involve special risks, including, without limitation,
the potential assumption ofunanticipated liabilities and contingencics,
and difficulties in integrating acquired businesses. While management
believes that acquisitions will improve the Company’s competitiveness
and prolitability, no assurance can be given that acquisitions will be
successtul or accretive to carnings. Ifactual performance inanacquis-
ition falls signiﬁcantly short of the projected results, or the assessment
of the relevant facts and circumstances changes, icis possible thata
noncash impairment charge of any related goodwill would be required.

The Company has closed higher—cost facilities, sold non-core assets
and otherwise restructured operations in an cffortto improve cost
competitiveness and proiitability. Some of these activities are ongoing,
and there is no guarantee that any such activities will achieve the
Company’s goals and not divert the attention of management or dis-
rupt the ordinary operations of the Company. Morcover, production
capacity, or the actual amount of products produced, 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 electricity and natural gas, which may be
subject to signiiicant price increases as the result ofchanges in overall
supply 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 higher energy costs through o its customers.
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Changes in pension plan assets or liabilities may
reduce net income and shareholders’ equity.

The Company hasan aggregate projeeted benefic obiigation forits
defined benefit plans of approximately $1.4 billion. The calculation of
this obligation is sensitive to the underlying discount rate assumption.
Reductions in the iong—term yieid of high—quaiity debt instruments
would resultina higher projected benefi obiigation and higher net
periodic benefit cost. A higher projeeted benefi obiigation may result
ina ehange in funded status that signifieantiy reduces sharcholders’
cquity. The Company has total assets of approximateiy $1.1 billion
funding aportion of the projected benefi obiigationi Decreases in fair
value of these assets may resultin higher net periodic benefit costs and
changes in the funded status that signifieantiy reduce sharcholders’

cquity.

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

F()l' many Ofti’lé Company’s i)uSil’lCSSCS, organic g['O\Vtil deCHdS
meaningﬁiiiy on new p[‘OdUCt (iCVCiOmel’lt. IFDCW pI'OCiUCtS aecept—
abie to tilC Company’s customers are not dCVCiOPCd ina tilTlCiy fash—
ion, its growth potentiai may be hindered.

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

lfsigniiieant acquisition candidates that meet the Company’s spe-
cific criteria are not located, the Company’s potentiai 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 eurrentiy operates a $350 million commercial paper
program, supported by a committed bank credit faeiiity of the same
amount. On October 18,2010, the Company entered into an
amended and restated credit agreement for that faciiity with a syndi-
cate of eight banks. The new $350 million bank credit faeiiity is com-
mitted through October 2015, and repiaces asimilar faeiiity
established on May 3,2006. In the event that disruptions in giobai
credit markets were to become so severe that the Company was
unable to issuc commercial paper, it has the contractual right to draw
funds directly on the underlying bank credit facility. The Company
believes that the lenders have the abiiity to meet their obiigations
under the faeiiity. However, if these obiigations are not met, the
Company may be forced to seck more eostiy or cumbersome forms of
credit. Should such credit be unavailable for an extended time, it would
significantiy affectthe Company’s abiiity to operate its business and
execute its pians. In addition, the Company’s customers may experi-
ence iiquidity probiems as a result of the current economic environ-
ment that could negativeiy affect the Company’s abiiity to collect
reccivables and maintain business reiationships.

Foreign exchange rate fluctuations may reduce the
Company’s earnings.
AS a resuit ofoperating giobaiiy, th€ Company is CXPOSCCI to

changes in fOl‘Cigll exchange rates. Generaiiy, each Of[i’lC Company’s

foreign operations both produces and sells in its respective local cur-
rency, iimiting the Company’s exposure to foreign currency trans-
actions. The Company MONICOrs its exposures and, from time to time,
may usc forward Currency contracts to hedge certain forecasted cur-
rency transactions or foreign currency denominated assets and
liabilities. In addition to potentiai transaction losses, the Company’s
reported results of operations and financial position could be neg-
ativeiy affected by exehange rates when the activities and balances of its
foreign 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
regarding the Company’s periodic or current 1934 Act reports.

Item 2. Properties

The Company’s corporate offices are owned and operated in
Hartsville, South Carolina. There are 92 owned and 69 leased facilities
used by operations in the Tubes and Cores/Paper segment, 27 owned
and 39 leased facilities used by operations in the Consumer Paekaging
segment, three owned and 15 leased facilities used by operations in the
Paekaging Services segment, and 32 owned and 19 leased facilities used
by all other operations. Europe, the most signifieant foreign geo-
graphie region in which the Company operates, has 48 manufaeturing
locations.

Item 3. Legal proceedings

The Company has been named asa potentiaiiy responsibie party
(PRP) at several environmentally contaminated sites not owned by the
Company. All of the sites arc also the responsibiiity of other partics.
The Company’s iiabiiity, it any, is shared with such other partics, but
the Company’s share has not been finaiiy determined in most cases. In
some cascs, the Company has eost-sharing agreements with other
PRPs with respecttoa particuiar site. Such agreements relate to the
sharing of iegai defense costs or cieanup costs, or both. The Company
has assumed, for purposcs of estimating amounts to be accrued, that
the other partics to such cost-sharing agreements will perform as
agreed. IS appears that final resolution of some of the sites is years away,
and actual costs to be incurred for these environmental matters in
tuture periods is iikeiy to vary from current estimates because of the
inherent uncertainties in evaiuating environmental exposures. Accord-
ingiy, the ultimate cost to the Company with respect to such sites
cannot be determined. As of December 31,2010 and 2009, the
Company had accrued $62.0 million and $63.8 million, respectively,
related to environmental contingencics. The Company periodicaiiy
reevaluares the assumptions used in determining the appropriate
reserves for environmental matters as additional information becomes

avaiiabie and, when Warranted, lﬂ;li(CS appropriate adjustments.

Fox River

The Company believes the environmental issues regarding the Fox
River, which are discussed below in some detail, currentiy represent the
Company’s greatest loss exposure for aiieged environmental iiabiiity.
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
ol.liability that U.S. Mills may ultimarely bear, the Company believes
its maximum additional pretax loss for Fox River issues will csscntially
be limited to the equity position of U.S. Mills, the which was approx-
imately $85 million at December 31,2010.

The extent of US. Mills’ potential liability remains subject to many
uncertainties. The Company periodically reevaluates U.S. Mills
potcntial liability and the appropriate reserves based on information
available to it. U.S. Mills eventual liability, which may be paid out over
several years, will depend on a number of factors. In general, the most
significant factors include: (1) the total remediation costs for the sites
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) US. Mills’ costs to defend itself in this matter.

U.S. Mills was officially notitied by governmental endities in 2003
thatit, togcthcr with a number of other companics, had been identi-
fied as a 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 forits
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.Mills in 2001, and the alleged contamination predates the
acquisition. Although Sonoco was also notified that it was a PRP, its
only involvement s as a subsequent sharcholder of US. Mills. As such,
the Company has rcspondcd 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
notified U.S. Mills and the other PRPs of their intent to commence a
related natural resource damage lawsuit.

A review of the circumstances leading to U.S. Mills being named a
PRP and the current status of the remediation effort and related law-
suits 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) for a
portion of the Fox River. The ROD addressed the lower part of the
Fox Riverand 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) 3 and 4-the
Governments selected large-scale dredging as the cleanup approach.
OU 3is the section of the Fox River running downstream from Little
Rapids to the De Pere dam, and OU 4 runs from the De Pere dam
downstream to the mouth of the Fox River at 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

cubic yards of sediment would be removed from OUs 3and 4 acan
estimated cost of approximately $284 million ($26.5 million for OU 3
and $257.5 million for OU 4). The Governments also identitied
“capping” the riverbed with appropriate materials as a “contingcnt
rcmcdy” 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 rcquircd, which
would ultimatcly be determined during the dcsign stage of the project.
Earlier, 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
approximarcly $400 million, exclusive of contingencics. In March
2004, NCR Corporation (NCR) and Georgja-Pacific Corporation
(G-P) entered into an Administrative 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 sampling and
data analysis identified elevated 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 rcquircd to clcsign 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 Stace of Wisconsin sued
NCR and 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. Although the defendants spcciﬁ—
cally did not admit liability for the allcgations of the complaint, thcy are
bound by the terms of the Consent Decree.

NCRand U.S. Mills reached agreement between themselves that
cach would fund 50% of the costs of remediation of the OU 4 hotspot,
which from 2006, when project implcmcntation bcgan, througli the
end of 2010 has totalled approximately $29 million. U.S. Mills'
environmental reserve at December 31,2010, includes $3.2 million for
its share of the estimated remaining costs under the funding agree-
ment for remediation of the OU 4 hotspot. The actual costs asso-
ciated with cleanup of this particular site are dcpcndent upon many
factors, and it is rcasonably possiblc 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 partics, to reallocate the remediation costs
of the Site. Accordingly, the Company’s ultimate share of the liability
for remediation of the Site could be greater or less than 50% of the
total cost.

Atthe time of the Company’s acquisition of U.S. Millsin 2001,
U.S. Millsand the Company estimated U.S. Mills’ liabilicy for the Fox
River cleanup ata nominal amount based on government reports and
conversations with the Governments about the anticipatcd limited

extent of U.S. Mills rcsponsibility, the belief, based on U.S. Mills’ prior
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assertions, that no significant amount of PCB-contaminated raw

materials had been used at the U.S. Mills piants, and the belief thac any

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 as a PRP for a nominal payment. Accordingly, no significant
reserve was established at the time. However, the Governments sub-
sequently 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
PCB-contaminated raw materials had been used at the U.S. Mills
plancs and thatany significant amount of PCB contamination in the
section of the Fox River located adjaccnt toits piant was not caused by
U.S. Mills.

In May/June 2005, U.S. Mills first learned of elevated 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 seemed to contradict the Company’s
previous understanding of the history of the De Pere plant. Based on
these most recent findings, itis possible thar U.S. Mills might be
responsibic fora iargcr portion of the remediation than prcviousiy
anticipated. The total estimated cost set forth in the ROD for
remediation of OU 4 was approximatcly $257.5 million and the esti-
mated cost of monitoring OU 5 was approximately $40 million (a
2007 amendment to the ROD estimarted the cost of OUs 2 - 5 at
$390 million). There are two alleged PRPs located in OU 4 (of which
the smaller is the planc owned by U.S. Mills). It is possible thar U.S.
Miills and the owners of the other plant, together with NCR, the
original generator of the carbonless copy paper, could be required to
beara 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 chat they
expect US. Mills to bear an unspeciﬁcd but mcaningfui share of the
costs of OU 4and OU 5.

In February 2007, the EPA and WDNRissued a general notice of
potendial 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 wiiiingncss to participate in negotiations concerning
performance of the remaining clements of the remedial action for
OUs 2 -5 and the resolution of the government entities’ claims for
unrcimbursed 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
bcgan in May 2007 and continued as bilateral/multilateral negotia-
tions although no agreement among the parties 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 jointly to take various actions to cleanup OUs 2 - 5. The
order covers pianning and dcsign work as well as drcdging and dispos—
ing of contaminated sediments and the capping of drcdgcd and less
contaminated arcas of the river bottom. The order also provides for a
$32.5 thousand per day penalty for failure by a respondent to comply
with its terms as well as exposing a non«compiying rcspondcnt to
potential treble damages. Even though U.S. Mills has reserved its rights
to contest iiabiiity for any portion of the work, itis cooperating with
the other rcspondcnts to compiy with the order, aithough its financial
contribution will iikciy be determined by the lawsuit commenced in
June 2008 and discussed below.

On June 12,2008, NCR and Appleton Papers, Inc. (API), as plain-
tiffs, commenced suit in the United States District Court for the East-
ern District of Wisconsin (No. 08-CV-0016-WCG) against U.S.
Miills, as one of a number of defendants, sceking a deciaratory judg~
mentallocating amongall the partics the costs and damages associated
with the pollution and cleanup of the Lower Fox River. The suit also
secks damages from the defendants for amounts already spent by the
piaintiffs, inciuding natural resource damages, and future amounts to
be spent by all partics with regarci to the poiiution and cicanup of the
Lower Fox River. The court limited discovery to information regard-
ing when cach party knew, or should have known, that recycling NCR
brand carbonless paper would resultin the discharge of PCBstoa
water bociy 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
APIwere not entitled to any contribution from U.S. Mills and other
defendants, thereby granting the defendants’ motions for summary
j udgmcnt and dcnying the piaintiffs’ motions for summary jucigment.
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 appcai the ruiing, prcsumabiy after entry of the final judg—
ment. Subsequent to the December 2009 ruling, U.S. Mills and other
defendants made motions to have the court rule that, on the same
basis as the December 2009 ruling, NCR would be responsible forany
costs that U.S. Mills and the other defendants mightincur, past, pres-
entand future. These motions are under advisement by the court. US.
Mills pians to continue to defend the suit vigorousiy.

On October 14,2010, the United States and the State of Wiscon-
sin filed suit against NCR, AP1, U.S. Mills and ninc other defendants in
the United States District Court for the Eastern District of Wisconsin
(No. 10-CV-00910-WCG) pursuant to Sections 106 and 107 of
CERCLA. The piaintiffs seck to recover unreimbursed costs incurred
for activities undertaken in response to the release and threatened
release of hazardous substances from facilities at or near the Lower Fox
River and Green Bay as well as damages for injury to, loss of and
destruction of natural resources resulting from such releases. The
plaintiffs also seck a ruling that the defendants are liable for future
response costs of the piaintiffs and requiring the defendants to compiy
with the unilateral Administrative Order for Remedial Action dis-
cussed above. The Company does not believe that the remedies
sought in the suit matcriaiiy cxpanci the Company’s potentiai iiabiiity
bcyond what has been prcviousiy disclosed in this reportorin the

Company’s prior fiiings. U.S. Mills pians to defend the suit vigorousiy.



Asof December 31,2010, US. Mills” environmental reserve for
potential liabilities associated with the remediation of OUs 2 = 5 (not
including amounts accrued for remediation of the OU 4 hotspot)
totaled $55.5 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. Although the
Company lacks a reasonable basis for identifying any amount within
the range olipossible loss as a better estimate than any other amount, as
has been previously disclosed, the upper end of the range may exceed
the net worth 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
suhsidiary of the Company, the Company does not believe that it bears
financial responsibility 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 approximarcly $85 million ac
December 31,2010.

The actual costs associated with cleanup of the Fox River site are
dependent upon many factors and it is reasonably possible that total
remediation costs could be higher than the current estimares of proj-
cct 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 possihle there
could be some additional changes to some elements of the reserve
within the next year or thereafter, although thatis 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 potential liahility. However,
for the entire river remediation project, the lowest estimate in the
Governments 2000 report on 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 indemnify it for
any amount forwhich it may be held liable in excess of insurance
coverage for any environmental liabilicies ofa plancon OU 1 thac U.S.
Mills purchased from Menasha. Due 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

OnJuly7,2008, the Company was served with a complaint filed in
the United States District Court for South Carolina by the City of
Ann Arbor Employees’ Retirement System, individually and on behalf
of others similarly situated. The suit is a class action on behalf of those
who purchased the Company’s common stock between February 7,
2007 and Septemher 18,2007, except officers and directors of the
Company. The complaint, as amended, alleges that the Company
issucd press releases and made public statements during the class
period that were materially false and misleading. The complaint also
names certain Company officers as defendants and secks an
unspecified amount of damages plus interest and attorneys  fees. The
Company believes that the claims are without merit and intends to
vigorously defend icself against the suit.

Additional informartion regarding legal proceedings is provided in
Note 14 to the Consolidated Financial Statements of this Annual

Report on Form 10-K.

Item 4. (Removed and reserved)
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Part Il

Item 5. Market for registrant’s common equity,

High Low  Cash Dividends

related stockholder matters and issuer purchases 2010
of equity securities First Quarter $3186  $26.17 $.27
The Company’s common stock is traded on the New York Stock  Second Quarter $3587  $2883 $28
Exchange under the stock symbol “SON.” As of December 31,2010, Third Quarter $34.00  $29.66 $28
there were approximately 46,000 sharcholder accounts. Information Fourth Quarter $35.04  $31.75 $28
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 following table 2009
Lo . ) N , Firsc Quarter $2541  $16.70 $.27
indicates the high and low sales prices of the Company’s common
R R . 1 Second Quarter $26.18  $2027 $27
stock for cach full quarterly period within the last two years as reported Third ] 995 $2258
on the New York Stock Exchange, as well as cash dividends declared ird Quarter $2895  $225 $27
L Fourth Quarter $30.61  $26.17 $27
per common share:
The Company made the following purchases ofits securities during the fourth quarter 0f2010:
Issuer purchases of equity securities
(¢c) Total Number of ' (d) Maximum
Shares Purchased as Number (/fl%mw
Part of Publicly that May Yet be
(a) Total Numberof ~ (b) Average Price Announced Plansor - Purchased under the
Period Shares Purchased! Paid per Share Programs’ Plans or Programs®
9/27/10-10/31/10 28,300 $3379 — 5,000,000
11/01/10-11/28/10 2,760 $33.86 — 5,000,000
11/29/10-12/31/10 695,478 $33.39 695,036 4,304,964
Total 726,538 $33.40 695,036 4,304,964

1 A total 0f 31,502 common shares were repurchased in the fourth quarter 0f 2010 related to shares withheld to satisfy employee tax with-

hoiding obligations in association with the exercise of performance—based stock awards, deferred compensation and restricted stock. These

shares WCrIe not repurchased as part oFa pubhciy announced plan or program.

o

On April 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. On December 3,2010, the

Company announced it would immediately begin repurchasing 2,000,000 shares of the 5,000,000 authorized. As of December 31,2010, a total

of 695,036 shares were repurchased under this program, leaving artotal of 4,304,964 shares remaining available for repurchase.

The Company did not make any unregistered sales of its securitics during 2010.



Item 6. Selected financial data

The following table sets forth the Company’s selected consolidated financial information for the past five years. The information prescntcd
below should be read together with Management's Discussion and Analysis of Financial Condition and Results of Operations included in Item 7
of this Annual Reporton Form 10-K and the Company’s historical Consolidated Financial Statements and the Notes thereto included in Teem 8
of this Annual Reporton Form 10-K. The selected statement ofincome data and balance sheet data are derived from the Company’s Con-
solidated Financial Statements.

Years ended December 31

(Dollars and shares in thousands except per share data) 2010 2009 2008 2007 2006
Operating Results

Net sales $4,124,121  $3597,331  $4,122,385  $4,039992 $3,656,839
Cost of sales and operating expenses 3,761,945 3317744 3772751 3695917 3,310,751
Rcstructuring/ Assetimpairment chargcs 23,999 26,801 100,061 36,191 25970
Interest expense 37,413 40,992 53,401 61,440 51,952
Interestincome (2,307) (2,427) (6,204) (9,182) (6,642)
Loss from the carly cxtinguishmcnt of debt 48,617 — — — —
Income before income taxes 254,454 214221 202,376 255,626 274,808
Provision for income taxes 64,485 66818 54,797 55,186 93,329
Equity in earnings of affiliates, net of tax (11,505) (7.742) (9.679) (11,586) (12,185)
Netincome 201,474 155,145 157,258 212,026 193,664
Net (income)/loss attributable to noncontrolling interests (421) (3,663) 7,350 2,130 1417
Net income attributable to Sonoco $ 201,053 $ 151482 $ 164608 $ 214,156 $ 195,081

Per common sharc

Net income attributable to Sonoco:

Basic $ 198 $ 150 ¢ 164 % 213 $ 195
Diluted 1.96 150 1.63 210 192
Cash dividends 1.11 1.08 1.07 1.02 0.95
Weighted average common shares outstanding;
Basic 101,599 100,780 100,321 100,632 100,073
Diluted 102,543 101,029 100,986 101,875 101,534
Actual common shares outstanding at December 31 100,510 100,149 99,732 99,431 100,550
Financial Position
Net working capital $ 376,867 $ 190934 $ 231794 $ 269598 $ 282974
Property, plantand equipment, net 944,136 926,829 973442 1,105,342 1,019,594
Total assets 3,281,014 3062580 3086466 3,340,243 2916678
Long-term debt 603,941 462,743 656,847 804,339 712,089
Total debe 620,890 580,796 689,825 849,538 763992
Total equity 1,507,693  1380,630  1,174518 1463486 1,240,112
Current ratio 1.5 12 1.3 1.4 1.4
Total debe to total capital! 29.2% 29.6% 37.0% 36.7% 38.1%

I Calculated as total debt divided by the sum of total debr and total cquity.
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Item 7. Management’s discussion and analysis of
financial condition and results of operations
General overview

Sonocoisa icading manufacturer of consumer and industrial pacic
aging products and provider ofpaci(aging services with 315 locations
in 34 countries. The Company’s operations are organizcd and rcportcd
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 2010, consumer and
industrial sales were splic approximately 55% and 45%, respectively.
Geographically, approximately 64% of sales are generated in the
United States, 17% in Europe, 8% in Canada and 11% in other regions.

The Company is a market-share leader in many ofits product lines,
particuiariy in tubes, cores and composite containers. Compctition 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 dircctiy to durable goods,
such as appiianccs, and construction. The businesses that suppiy and/
or service consumer product companics tend to be, on a relative basis,
more recession resistant than those that service industrial markets.

Strategy and opportunities

Financiaiiy, the Company’s objcctivc is to deliver average annual
doubic«digit total returns to shareholders over time. To meet that
target, the Company focuses on three major areas: driving profitabic
sales growth, improving margins and icvcraging the Company’s strong
cash flow and financial position. Opcrationaiiy, the Company’s goai is
to be the low-cost giobai leader in customcr—prcfcrrcd packaging sol-
utions within targctcd customer market segments.

In December 2010, the Company reviewed its plan to grow rev-
enue, improve margins and more cffcctivciy utilize assets. The financial
goals include growing sales to $5.5 billion to $6 billion by 2014,
Improving margins on carnings before interest and taxes from the
current 9.4% to 11% and increasing return on net assets cmpioycd from
the current 11% to 12.5% by 2014. The Company’s expected growth
drivers continue to be organic sales growth, gcographic expansion and
strategic acquisitions. Sales of existing products and services are tar-
gctcd to grow by about $300 million during this pcriod, while interna-
tional growth is projected to contribute another $300 million in sales.
Planned revenue growth reflects $350 million in new product sales,
and acquisitions are targctcd to add between $500 million and $1 bil-
lion in sales.

The Company’s pian to improve margins focuses on icvcraging
fixed costs, improving productivity, maintaining a positive pricc/ cost
rciationship (raising the sciiing priceat least cnough to recover
inflation of marerial, energy and frcight costs) and improving under-
pcrforming operations.

Use of Non-GAAP financial measures

To assess and communicate the financial performance of the
Company, Sonoco management uses, both internally and excernally,
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, asset
impairment, environmental remediation, acquisition and debt tender
chargcs and other items, ii.any, the exclusion of which management
believes improves the pcriod—to«pcriod comparabiiity and anaiysis of
the undcriying financial pcrformancc of the business. The adjustcd
non-GAAP results are identified using the term “base,” for example,
“base carnings.”

The Company’s base financial pcrformancc measures are not in
accordance with, nor an alternative for, measures conforming to gen-
craiiy acccptcd accounting principics and may be different from
non-GAAP measures used by other companics. The Company uses
the non-GAAP “base” pcrformancc measures presented herein for
internal pianning and forccasting purposes, to evaluate its ongoing
operations, and to evaluate the ultimate pcrformancc of cach business
unit against pian/ forecast.

Reconciliations of GAAP to base results are presented on pages 19
and 20 in conjunction with managcmcnt’s discussion and anaiysis of
the Company’s results ofopcrations. Whenever reviewing a
non-GAAP financial measure, readers are encouraged to review the

related reconciliation fuiiy to understand how it differs from the
related GAAP measure.

2010 overview

2010 was an extremely strong year for Sonoco as consolidated
revenues and carnings recovered to levels nearly equal to or exceeding
results postcd prior to the recession. Sales grewtoa record $4.1 billion
on nearly 15% year-over-year growth - the highest annual percentage
gain in 15 years. Base carnings improved by 33% and reached the see-
ond highcst level in Company historyi Opcrating cash flow continued
to be strong, although down from 2009, as higher carnings were more
than offset by increased working capitai driven by the signiiicantiy
highcr levels of business activity. The two iargcst segments in the
Company, Tubes and Cores/Paper and Consumer Packaging, saw
sales grow by 23% and 8% and opcrating proﬁts by 80% and 6%,
rcspcctivciy.

For 2010, net income attributable to Sonoco was $201.1 million,
compared with $151.5 for 2009. Earnings in 2010 were negatively
impactcd by 2$31.6 million after-tax chargc related to the Company’s
debre tender completed in November. Under the tender, the Com-
pany paid $293.3 million to retire bonds with a total face value of
$244.1 million. Also impacting 2010 resules were a total of $16.9 mil-
lion in after-tax asset impairment, restructuring, and acquisition charg—
es, partially offset by tax benefits of $5.5 million related to the
clarification of a 2009 tax law change in Mexico and $4.7 million
related to the release of a valuation allowance. Earnings in 2009 were
ncgativciy impactcd by after-tax restructuring chargcs of $23.0 million
and a $5.3 million chargc related to the above mentioned tax-law
change in Mexico.

2010 basc carnings were $239.4 million ($2.34 per diluted share),
compared with $179.8 million ($1.78 per diluted share) in 2009. Sig-
niﬁcantiy highcr Companywidc volumes, strong productivity, lower
pension costs and acquisitions drove the 33%, year-over-year
improvementin base carnings. These favorable factors were offsct by a
negative pricc/ cost rciationship rcsuiting from highcr raw material,



energy, freight and other costs which the Company was unable to ﬁiliy
recover through highcr sciiing prices.

Higher volumes and sciiing price increases were both kcy drivers of
the 14.6% increase in total sales from 2009 levels. Although volume
improvements were fele throughout the Company, they were more
signiiicant in the industrial-focused businesses that had been most
scvcrciy impactcd by the gioba] economic recession. The impact of
highcr sciiing prices was realized almost exciusivciy in the Tubesand
Cores/Paper segment, where the gains were principally driven by
highcr recovered paper prices. Prices decreased siightiy in the
Consumer Packaging segment due to lower material costs, primariiy
tinpiatc steel. In addition, sales benefited from the second quarter 2010
acquisition of Associated Packaging Technologies, Inc. (APT), a lcad-
ing thermoform tray manufacturer for the frozen food industry, along
with open«market sales ofcorrugating medium prcviousiy produccd
undera cost«pius—fixcd«managcmcnt—fcc arrangement.

Overall gross profit margin increased to 18.6%, compared with
18.5%in 2009. This improvement was primarily due to the impact of
increased volume and productivity improvements more than off-
setting an unfavorable pricc/ cost reiationship. The unfavorable pricc/
cost reiationship resulted from the inabiiity to fuiiy recover highcr raw
materials, energy and frcight costs through highcr sciiing prices.

The consolidated effective rax rate was 25.3%in 2010, compared
with 31.2%in 2009. This decrease was primarily due to a $4.7 million
release of valuation allowances on capital loss carry forwards and a
regulatory clarification of a 2009 tax law change in Mexico, resulting in
2$5.5 million benefitin 2010 from the reversal of a chargc taken in
2009. The effective tax rate on base carnings was 30.8%in 2010, com-
parcd with 29.0% in 2009, primariiy asaresultofa iarger proportion of
carnings taxed at higher U.S. rates.

The aggregate unfunded position of the Company’s various
defined benefit plans increased from $330 million at December 31,
2009, to $334 million at the end of 2010 as strong 2010 investment
returns on pian assets were cffcctivciy offset by highcr liabilities due to
alower discount rate. The Company made a subsequent $85 million
contribution to its U.S. qualified defined benefic pension plan in Jan-
uary 2011.

The Company generated $375 million in cash from operations
during 2010, compared with $391 million generated in 2009. Higher
carnings in 2010 were offset by an increased use of cash to fund work-
ing capitai rcsuiting from signiﬁcantiy highcr levels of business activity.

Several late 2010 debrt transactions signiﬁcantiy altered the Compa-
ny’s long-term debe portfoiioi In November 2010, the Company
issued $350 million of 5.75% bonds due November 2040. In a con-
current tender offer, the Company retired, at a cost of $293.3 million,
portions of three scparate outstanding debtissues, with a principai
amount of $244.1 million. In addition, the Company paid $100 million
of bonds that matured in November 2010. See Note 8 to the Con-

solidated Financial Statemencs for further details.

2011 outlook

The Company expects sales demand will remain near the levels
cxpcricnccd during the past several quarters, which would lead to year-
over-year volume growth of between 2% and 4%. The Company
expects productivity improvements will furcher aid 2011 results and

position the Company well for a continued economic recovery. The
Company also expects to be able to recover most of the late 2010
material cost increases and remain in a neutral pricc/ cost rciationship.

Benefit pian expense is expcctcd to decrease by approximateiy $17
millionin 2011, due primariiy to expcctcd carnings on a highcr asset
basc and a plan amendment effective January 1, 2011, that will reduce
actuarial loss amortization expense. Total contributions to the
Company’s domestic and international benefit pians are cxpectcd to
be approximatciy $118 million (inciuding an $85 million contribution
to the U.S. qualified defined benefic plan in January 2011).

The consolidated effective tax rate is cxpcctcd tobe approximatciy

31%in2011.

Acquisitions and joint ventures

The Company compictcd four acquisitions during 2010ata
recorded cost of $138.3 million, of which $137.8 million was paidin
cash with the remainder representing contingent consideration
cxpcctcd to be paid in future pcriods. These acquisitions consisted of
Associated Packaging Technologies, Inc. (APT), a supplier of thermo-
formed containers to the frozen food industry, Madem Reels USA,
Inc.. a manufacturer of nailed wood and plywood recls for the wire and
cable industry, a small tube and core business in Canada and a small
tube and core business in Greece. APT operates four manufacturing
facilities (two in the United States, one in Canada, and one in Ireland)
and employs more than 400 persons. The all-cash purchase price of
APT, including the cost ofpaying offvarious obligations, was approx-
imately $120.0 million. The acquisition is cxpcctcd to generate annual-
ized sales of approximatciy $150 million, which will be accounted for in
the Company’s Consumer Packaging scgment. The all-cash purchase
price for Madem Reels was $10.7 million, pius contingent consid-
cration of $0.5 million which is cxpcctcd to be paid in the first quarter
0f2011. The Madem Reels acquisition is expected to generate annual-
ized sales of approximatciy $9 million, which will be accounted for in
AllOther Sonoco. The aggregate cost of the Canadian and Greck
tube and core businesses was $7.1 million in cash. Thcy are cxpcctcd to
generate annual sales ofapproximatciy $8 million in the Tubes and
Cores/Paper segment.

The Company completed one acquisition during 2009 ata
recorded cost of $7.2 million, of which $5.0 million was paidin cash
with the remainder representing contingent consideration cxpcctcd to
be paid in future pcriods. This acquisition of the piastic spoois and reels
assets and business of EconoReel Corporation ofLogan, Utah, and its
controlled subsidiary, Southern Reel, is included in All Other Sonoco.
The acquisition of this business is cxpcctcd to gencrate annual sales of
approximatciy $7 million. Also in 2009, the Company paid an addi-
tional $0.5 million in contingent consideration forits 2008 acquisition
of Amtex Packaging, Inc.

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

The Company has accounted for these acquisitions as purchases
and, accordingiy, has included their results in the Company’s con-
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solidated statements of net income from the respective dares of acquis-
ition. Pro forma results have not been provided, as the acquisitions
were not material to the Company’s financial statements individually,
orin the aggregate, in any single year.

See Note 3 to the Consolidated Financial Statements for further
information about acquisition activities.

Restructuring and asset impairment charges

Duc to its footprint (315 locations in 34 countries) and the cost-
competitive nature ofits businesses, the Company is constantly seek-
ing the most cost-cffective means and structure to serve its customers
and to respond to fundamental cllanges in its markets. As such,
restructuring costs have been and are expected tobea recurring
component of the Company)s operating costs. The amount of these
COsts can vary signilicantly from year to year depending upon the scope
and location of the particular restructuring activities.

The following table recaps the impact of restructuring and asset
impairment charges onthe Company’s net income for the periods
presented (dollars in thousands):

Year Ended Decenmber 31

2010 2009 2008

Exit costs:

2010 Actions $5528 § — § —

2009 Actions 6,443 21380 —

2008 Actions 1,447 8,400 22215

2007 Actions 514 919 11,532

Earlier Actions 106 452 3,089
Asset Impairments/(Sales):

Operating Asscts 9,961 (4350) 20574

Financial Assets — — 42,651
Total charges $23,999 $26801  $100,061
Income tax benefit (9,295)  (8458)  (34,158)
Equity method investments, net of

tax 671 908 —
Impact of Noncontrolling

Interests, net of tax 139 3787 (4,102)
Total impact of Restructuring/

Assetimpairment charges, net

of tax $15,514  $23,038 $ 61,801

During 2010, the Company recorded a pretax asset impairment
cllarge ot $12.6 million pursuant to notification from a large customer
that the Company’s contract to provide certain packaging would not
be renewed in its entirety. The expected loss of business caused the
Company to conclude that certain affected assees in its Consumer
Packaging segment had been impaired. This loss was partially offset by
netgains of $2.6 million arising principally from the sale of land and
buildings at previously closed sites within Europe.

The Company recognized again of $11.2 million in 2009 upon
collection of the final sales proceeds relating to the sale of its paper mill
in China. The sale had commenced in 2008 and the book value of the

assets was written off against the portion of the sales proceeds that
were reccived in that year. Duc to uncertainty of collection, the
Company recognized proceeds 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. The gain in 2009 was partially offset by
approximately $6.8 million of asset impairment charges associated with
other plant closures.

In 2008, the Company recorded a noncash financial asset impair-
ment charge of $42.7 million ($31.0 million after tax), reflecting the
full impairment of two financial instruments, a preferred equity interest
and a subordinated note receivable, which had been obtained in the
Company’s 2003 sale ofits High Density Film business.

The Company expects to recognize future additional costs total-
ing approximately $3.6 million in connection with previously
announced restructuring actions. The Company believes that the
majority of these charges will be incurred and paid by the end of 2011.
Asnoted above, the Company regularly evaluates its cost structure,
including its manufacturing capacity, and additional restructuring
actions may be undertaken. Restructuring and asset impairment
charges are subject to signilicant fluctuations from period to period
due to the varying levels ol.restructuring 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 4 to the Consolidated Financial Statements for further
information about restructuring activities and asset impairment
chargesi

Environmental charges

In 2007, U.S. Paper Mills Corp. (U.S. Mills), a wholly owned sub-
sidiary of the Company, recorded charges totaling $25.2 million in
association with environmental remediation liabilities for various sites
in the lower Fox River. In 2008, U.S. Mills increased its reserve for Fox
River related environmental liabilities by atotal of $40.8 million.
Sertlements totaling $40.8 million were reached during 2008 on cer-
tain of the insurance policies covering the Fox River contamination,
and the recognition of these insurance settlements offset the impact to
carnings of the additional charges.

As of December 31,2010 and 2009, the Company (and its sub-
sidiaries) had accrued $62.0 million and $63.8 million, respectively,
related to environmental contingencics. Ofthese, a total of $58.7 mil-
lion and $60.4 million relate to U.S. Mills at December 31,2010 and
2009, 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 US. 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 approximatcly $85
million at December 31, 2010.

See “Ttem 3. Legal Proceedings”and Note 14 to the Consolidated
Financial Statements for a more detailed discussion of environmental

martters &ffCCtng tl’lC Company.



Reconciliations of GAAP to Non-GAAP financial measures

The following tables reconcile the Company’s non-GAAP financial measures to their most directly comparable GAAP financial measures

for cach Oftl'lC years prcsented:

Reconciliation of GAAP to Non-GAAP financial measures

For the year ended December 31,2010

Rfy[mctzm’ng/ Al cquisition
Asset Debt Tender — Costs/Tax
Dollars and shares in millions, except per share data GAAP — Impairment Charges Adjustments Base
Income before interest and income taxes $3382 $24.0 § — $ 19 $364.1
Interest expense, net 35.1 — — — 35.1
Loss from carly extinguishment of debt (48.6) — 48.6 — —
Income before income taxes and equity in carnings of affiliates $254.5 $24.0 $48.6 $ 19 £329.0
Provision for income taxes 64.5 9.3 17.0 10.7 1015
Income before equity in carnings of affiliates $190.0 $14.7 $31.6 $ (8.8) $227.5
Equity in earnings of affiliates, net of tax 115 0.7 — — 122
Netincome $201.5 $154 $31.6 $ (88) $239.7
Less: Net (income)/loss attributable to noncontrolling interests, net of
tax (0.4) 0.1 — — (0.3)
Net income attributable to Sonoco $201.1 $155 $31.6 $ (8.8) $239.4
Per diluted common share $ 196 $0.15 $0.31 $(0.08) $ 234

Reconciliation of GAAP to Non-GAAP financial measures

For the year ended December 31, 2009

Reytrzm‘m‘z’ng/ Mexico
Asset Tax

Dollars and shares in millions, except per share data GAAP  Impairment  Adjustment  Base

Income before interest and income taxes $252.8 $26.8 $ — $279.6
Interest expense, net 38.6 — 386
Income before income taxes and equity in carnings of affiliates $214.2 $26.8 $ — $241.0
Provision for income taxes 66.8 8.5 (5.3) 70.0
Income before equity in earnings of affiliates $1474 $18.3 $53 $171.0
Equity in carnings of affiliates, net of tax 7.8 0.9 — 87
Netincome $155.2 $192 $53 $179.7
Less: Net (income)/loss ateributable to noncontrolling interests, net of rax (3.7) 38 — 0.1
Net income attributable to Sonoco $1515 $23.0 $53 $179.8
Per diluted common share $ 150 $0.23 $0.05 $ 178
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Reconciliation of GAAP to Non-GAAP financial measures

For the year ended December 31, 2008

Rfftmcmrz'ﬂg/ Financial
Asset Asset

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

Income before interest and income taxes $249.6 $57.4 $42.7 $349.7
Interest expense, net 472 — — 472
Income before income taxes and equity in carnings of affiliates $202.4 $57.4 $427 $302.5
Provision for income taxes 54.8 225 11.7 89.0
Income before equity in carnings of affiliates $147.6 $34.9 $31.0 $2135
Equity in earnings of affiliates, net of tax 9.7 — — 9.7
Netincome $157.3 $349 $31.0 $2232
Less: Net (income)/loss attributable to noncontrolling interests, net of tax 73 (4.1) — 32
Net income ateributable to Sonoco $164.6 $30.8 $31.0 $226.4
Per diluted common share $ 1.63 $0.30 $0.31 $ 224

1

additions.

Results of operations - 2010 versus 2009

Operating revenue
Consolidated net sales for 2010 were $4.1 billion, a $527 million, or
14.6%, increase from 2009.

Tl’lC componcnts ()ftllC SéllCS cliangc WCrc:

(8 in millions)

Volume/Mix $209
Sclling price 142
Acquisitions 77
Sales of corrugating medium 66
Currency exchange rate/Other 33
Total sales increase $527

Companywide volume increased approximately 6% from 2009
levels. Although most of the overall volume increase came from the
Company’s industrial-focused businesses, volume was upin ncarly all
business units. Total domestic sales were $2.7 billion, up 15% from
2009. International sales were $1.4 billion, up 14% from 2009 levels.
The sclling price increases were realized almost cxclusively in the
Tubes and Cores/ Papcr segment in response to higher input costs.

Costs and expenses

Higher volumes and inpuc prices, spccifically old corrugatcd con-
tainer (OCC) prices, combined to increase the Company’s 2010 total
cost of sales from prior year levels. The market price for OCC, the
Company’s most significant raw material in dollar terms, remained
liigh over the course of 2010, with costs averaging approximately 140%
over 2009 levels. Prices paid for resins, energy and freiglit werealso up
year over year. Conversely, the Company’s cost for tinplate steel was
lower than 2009 levels.

In 2010, aggregate pension and postretirement expenses decreased
$28.8 million to $52.6 million, versus $81.4 million in 2009. Approx-

imatcly 75% of these expensces are reflected in cost of sales, with the

Tl’]C amount ofadditions to tl’lC cnvironmcntal reserve in 2008 were ()fl:SCt l)y insurance SCEthantS, tl’lUS no adjustmcnts wcre lTlEldC f()[’ SUCl’]

balance in sclling, gcncral and administrative expenses. Benefit plan
expense is cxpcctcd to decrease by approximatcly $17 million in 2011
due largcly to higlicr total cxpcctcd returns, driven l)y 22011 asset base
thatis largcr due to strong investment pcrformancc in2010 and an $85
million contribution made in January 2011 chat was dcsignatcd for the
2010 plan year. Also contributing to the year-over-year decrease will be
lower amortization expense rcsulting froma plan amendment that
became effective January 1,201 1. This amendment splic the U.S. quali-
tied defined benefit plan into two scparate plans —one including only
active participants in the plan, the other including only inactive partic-
ipants. Actuarial losses on the combined plan in 2010 were amortized
over the average remaining service life of the active participants. The
basis for amortizing such losses rclating to the “inactive plan” in2011
will be the average remaining life expectancy of the inactive partic-
ipants, a longcr pcriod of time than the average rcmaining service life of
active participants. The Company intends to manage the investment
portfolio of the “inactive plan” assets in such a way as to reduce market
risk over the long term. Total contributions to the Company’s domes-
tic and international benefit plans in2011are cxpcctcd to be approx-
imatcly $118 million (including the $85 million contribution referred
to above).

Tlirouglaout 2009, and continuing into 2010, che Company
cngagcd in a number of cost management efforts, including: rcaligning
its business and strcamlining the management organization to be more
efficient; cnliancing productivity and controlling variable costs; and
rcducing structural costs to a level management believesis aligncd with
new market realities, while maintaining the capacity necessary to grow
with customers. The Company’s efforts to reduce fixed costs, which
included rationalizing its manufacturing footprint, reflected lower
revised expectations of what normal post-recession market demand
would look like. The result of this has been lower plant overhead in
2010 when comparcd with 2009, dcspitc the increased business activity
this year.

Sclling, gcncral and administrative expenses as a percentage of sales

decreased to 9.8% for the year from 10.7% in 2009, dcspitc increasing in



total by $26.4 million year over year. This increase in spending is due to
highcr incentive compensation costs aJong with the impact of the
APT acquisition, which were partially offset by lower pension and
postretirement costs and the full year impact 0f2009 cost contain-
ment efforts.

Rescarch and development costs, all of which were charged to
expense, totaled $17.8 million and $14.5 million in 2010 and 2009,
respectively. Management expects rescarch and development spend-
ingin 2011 to be consistent with 2010 levels.

Netinterest expense totaled $35.1 million for the year ended
December 31,2010, compared with $38.6 million in 2009. The
decrease was due primarily to lower average debe levels and lower aver-
age interest rates. In 2010, the Company issued $350 million of new
5.75% thirty«ycar bonds, and used the majority of the procccds to
tender for and redeem approximatciy 55%in principal amount of its
other outstanding bonds. This debt cxtinguishmcnt resulted ina pre-

tax charge of $48.6 million.

Reportable segments
COI]SOIiCI&th opcrating profits, Q.ISO rcfcrrcd toas “Incomc IZ)C{OIC
income t&XCS” on thC Consolidatcd Statcmcnts OFIHCOI’HC, are com-

priscd of the following:

(S in millions) 2010 2009 % Change
Consumer Packaging segment $179.8  $169.9 5.8%
Tubesand Cores/Paper segment 130.2 723 80.1%
Packaging Services segment 125 11.0 13.6%
All Other Sonoco 41.6 264 57.6%
Rcstructuring/ impairment and

environmental charges (24.0) (268)  104%
Acquisition costs (1.9) —  (100.0)%
Interest expense, net (35.1)  (38.6) 9.1%
Loss from carly cxtinguishmcnt of

debe (486)  —  (1000)%
Consolidated operating profits $254.5 $2142 18.8%

chmcnt results viewed by Company management to evaluate
segment pcrformancc do notinclude rcstructuring, impairmcnt,
acquisition, environmental and debt tender chargcs and net interest
chargcs. Accordingly, the term “scgmcnt operating profits” is defined
asthe scgmcnt’s portion of “Income before income taxes” cxcluding
restructuring chargcs, assct impairment chargcs, environmental charg—
¢s, acquisition chargcs, debt tender chargcs and net interest expense.
General COrporate cxpenscs, with the exception of restructuring
chargcs, assetimpairment chargcs, environmental chargcs, acquisition
chargcs, debrt tender chargcs, netincerest expense and income taxcs,
have been allocated as operating costs to cach of the Company’s
rcportablc segments and All Other Sonoco.

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

ments for more information on rcportahlc segments.

Consumer Packaging

(S in millions) 2010 2009 % Change
Trade sales $1,668.5 $1550.6 7.6%
Segment operarting profits 179.8 169.9 5.8%
Dcprcciation, dcpiction and

amortization 725 69.5 4.3%
Capital spending 625 352 773%

Sales increased due to the July 2010 acquisition of APT, increased
volume of flexible packaging, molded plastics products and metal ends,
and the favorable impact ofaweaker dollar against most currencices
other than the Euro. Overall segment volumes, cxcluding the acquis-
ition of APT, were up slighdy over 1%. Increased selling prices of
molded plastics products were more than offset hy declines in flexible
packaging and metal ends. Domestic sales were approximatcly $1,268
million, up 7.5%, or $89 million, from 2009, while international sales
were approximately $400 million, up 7.9%, or $29 million, from 2009.

chmcnt operating proﬁts increased primarily due to the impact of
the APT acquisition, productivity and purchasing initiatives, lower
pension costs and slightly highcr volume. These were partially offset hy
an unfavorable pricc/ cost rclationship, primarily in Flexible Packaging,
along with highcr costs of labor, frcight and energy.

Significant capital spending in the Consumer Packaging segment
included productivity projects throughout the segment and projects
to increase rigid paper and rigid plastic container production capacity
in the United States.

Tubes and Cores/Paper

(S in millions) 2010 2009 % Change
Trade sales $1,645.0 $1,339.1 22.8%
Segment operarting proﬁts 130.2 72.3 80.1%
Dcprcciation, dcpiction and

amortization 79.6 855 (6.9)%
Capital spending 65.0 57.0 14.0%

Sales were up due to volume improvements, highcr sc”ing prices
and corrugating medium sales. The volume improvements were seen
throughout the segment as businesses continued to recover from the
glohal economic recession. The most significant volume increases
occurred in the North American and European tube and core oper-
ations, which were also the units most significantly impactcd hy the
recession. Volume improvements were most notable in the first half of
the year, as the second half of 2009 had started to show some signs of
recovery. Volume in the segment increased hy approximatciy 8%.
Highcr year-over-year sc”ing prices, primarily due to highcr average
market costs for OCC, also contributed signiﬁcantiy to the sales
increase. In 2010, the Company hcgan sclling corrugating medium
from a machine that had been producing cxclusivcly for Gcorgia—
Pacific under a cost—plus fixcd-managcmcnt—fcc arrangement,
accounting for approximatcly $66 million of additional sales. Domes-
tic sales increased approximatcly $225 million, or 35.5%, to approx-
imately $859 million. International sales increased approximately $81
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million, or 11.5% to approximately $786 million, with approximatcly
$15 million of the increase a result of favorable forcign cxchangc rates.

The combination ol.l'iiglicr volumes, productivity initiatives, the
full-year impact ofrcstructuring actions on fixed costs and lower pen-
sion costs resulted in an 80% improvement in segment operating prof-
its in 2010. Partially offsctting these favorable factors was an
unfavorable price/ cost rclationship that resulted from the Company’s
inability to fully recover an approximate 140% increase in average
OCC prices through higher selling prices and higher costs for labor,
frcight and energy. The Company’s manufacturing plant in Bastrop,
Louisiana, which primarily produccd molded plugs used in tubes and
cores for the paper industry, was destroycd by fire on November 5,
2010. While the Company is not planning to rebuild the plant, the
majority of the production capability will be rcplaccd. Therefore, the
carnings impact of the fire, net of insurance recoveries, on 2011 results
is not cxpectcd to be material.

Significant capital spcnding included the modification of several
paper machines, primarily in North America and Europc, and pro-
ductivity projects throughout the segment.

Packaging Services

(S in millions) 2010 2009 % Change
Trade sales $469.1 $4265 10.0%
Segment operating profits 12,5 11.0 13.6%
Dcprcciation, dcplction and

amortization 8.6 109 (21.1)%
Capital spending 8.6 52 65.4%

Asaresultof bidding activity conducted in the fourth quarter of
2009 by a major customer of the Packaging Services segment, the
Company lost approximatcly $47 million of that customer’s annual
business bcginning inmid 2010. The year-over-year impact of the lost
business with this customer, all of which occurred during the second
halfof 2010, totaled approximatcly $26 million; an additional year-
over-year loss of approximatcly $21 million is cxpcctcd in the first half
of2011. Further, another of the segmcnt’s customers notified the
Company in late 2009 of its intention to consolidate its business with
another vendor bcginning in2011. Duc to anticipatcd growtl'i from
new business, management does not expect the loss of business from
these customers to have a material adverse effect on the scgment’s
operating results over the long term. Sales increases in Poland and
Mexico more than offset the 2010 decline rcsulting from these busi-
ness losses. Domestic sales decreased to approximatcly $266 million, a
6.8% reduction, while international sales increased 43.8% to approx-
imatcly $203 million. The increase in international sales was a result of
the increased service center volume in Poland and Mexico, as the
impact ol.l.orcign currency translation was not signilicant in2010.

chmcnt operating proﬁts improvcd as productivity initiatives and
increased volume more than offset an unfavorable shift in the mix of
business and lower sclling prices. The margins on the new business
were lower that those on the lost point—of—purchase and fulfillment
business.

Capital spending included capacity expansion in South America,
some manufacturing consolidation in the United States, as well as

numerous productivity and customer dcvclopmcnt projects in the
United States and Europe.

All Other Sonoco

(S in millions) 2010 2009 % Change
Trade sales $341.5  $281.1 21.5%
Operating profits 41.6 264 57.6%
Dcprcciation, dcplction and

amortization 8.9 7.7 15.6%
Capital spending 9.8 67 463%

Sales for All Other Sonoco increased primarily due to improved
volumes in molded plastics, protective packaging and wire and cable
reels. Sclling prices of these same products were highcr year over year
inresponse to increased input costs, and the impact of two small
acquisitions also increased sales. Domestic sales were approximatcly
$267 million, up 23.5% from 2009, and international sales were approx-
imately $74 million, an increase of 14.8%.

Operating proﬁts in All Other Sonoco increased due primarily to
higlicr volume, improvcd productivity and lower pension costs. The
increase was dampcncd by an unfavorable sclling pricc/ material cost
variance as sclling price increases were unable to recover liighcr raw
material costs.

Capital spcnding included investing in productivity and customer
dcvclopmcnt projects in the United States, primarily for molded and
extruded plasticsi

Financial position, liquidity and capital resources
Cash flow

Cash flow from operations totaled $375.1 million in 2010 and
$391.0 million in 2009. The impact of higher carnings in 2010 was
offset by an increased use of cash to fund working capital rcquircd by
higlicr levels of business activity.

Cash flow used by investing activities was $283.7 million in 2010,
compared with $91.5 million in 2009. This increase was duc largely to a
$132.3 million increase in acquisition spcnding driven primarily by the
acquisitions of Associated Packaging Technologies, Inc. and Madem
Reels USA, Inc. Additionally, capital spending increased to $145.9
millionin 2010 from $104.1 million in 2009. This increase in capital
spcnding rcprcscntcd areturn to a more normal historic level as busi-
ness conditions improvcd. Capital spcnding is cxpcctcd tobe approx-
imately $140 million to $150 million in 2011.

Net cash used by ﬁnancing activities totaled $116.6 million in 2010,
compared with $219.7 million in 2009. In November 2010, the
Company issued $350 million of new 5.75% bonds due November
2040, and used $294.0 million of the procccds to tender for and
redeem approximatcly 55% of its other outstanding bonds. The cash
cost of the tender included $244.1 million of principal, $49.2 million of
market adj ustment and premium paid to tcndcring bondholders, plus
bank and other fees totaling $0.7 million. Additionally, the Company
redeemed $100 million of 6.75% bonds that matured in November
2010. Cash dividends increased 3.6% to $111.8 million in 2010 from
$107.9 million in 2009, and the Company repurchased approximarely

0.7 million shares of its common stock at a cost of $24.7 million during



2010. Net proceeds from the exercise of stock awards totaled $23.2
million in 2010. Net borrowings increased $42.4 million in 2010,
compared with net repayments of $116.2 million in 2009.
Currentasscts increased year over year by $160.9 million to
$1,157.5 million at December 31,2010. The increase resulted from
higher levels of trade accounts reccivable due to stronger fourth quar-
ter sales in 2010 compared with 2009, and higher levels of inventory as
production increased in the fourth quarter 0f2010 to meet increased
customer demand. Curren liabilities decreased year over year by $25.0
million to $780.6 million at December 31,2010, as a $61.4 million
increase in accounts payabie due to the higber level of business activity
in the fourth quarter 0f 2010 was offset bya $101.1 million decrease in
notes payable and current portion of long-term debe as the Company

Contractual obligations

redeemed its $100 million, 6.75% bonds upon maturity in November
2010. The Company’s current ratio was 1.5 at December 31,2010 and
1.2 at December 31,2009.

The Company uses a notional pooiing arrangement with an inter-
national bank to heip manage giobai liquidity requirements. Under this
pooiing arrangement, the Company and its participating subsidiaries
may maintain cither a cash deposit or borrowing position tbrough
local currency accounts with the bank, so iong as the aggregate posi-
tion of the giobai pooi isa notionaiiy calculated net cash deposit.
Because it maintains a security interest in the cash deposits, and has the
right to oftset the cash deposits against the borrowings, the bank pro-
vides the Company and its participating subsidiaries favorable interest
terms on both.

The foiiowing table summarizes contractual obiigations at December 31,2010:
Payments Due In
(S in millions) Total 2011 2012-2013  2014-2015 Beyond 2015 Uncertain
Debr obligations $ 6209 $ 169 $136.3 $ 335 $ 4342 s —
Interest payments! 6556 333 662 S51.1 505.0 —
Operating leases 1144 34.0 485 19.9 12.0 —
Income tax contingencies® 257 — — — — 257
Purchase obligations 3868 638 1252 1167 81.1 —
Total contractual obiigations4 $1.8034 $148.0 $376.2 $2212 $1,032.3 $25.7

1
2

3

the ordinary course of business.)

Includes interest payments on outstanding fixed-rate, long—tcrm debt obiigations, aswell as financing fees on the baci(stop line of credit.
Due to the nature of this obiigation, the Company is unable to estimate the timing of the cash outtlows.
Includes oniy iong—term contractual commitments. (Does not include short-term obiigations for the purchase of goods and services used in

4 Excludes potentiai cash Funding requirements of the Company’s retirement pians and retiree healch and life insurance pians.

Capital resources

The Company’s total debt, ineiuding the impact ofiioreign
exchange rates, increased by $40.1 million to $620.9 million at
December 31,2010.

Under Internal Revenue Service rules, U.S. corporations may bor-
row funds from foreign subsidiaries for up to 30 days without
unfavorable tax consequences. In 2008, this rule was temporarily
amended to extend the period allowed up to 60 days. Beginning]an-
uary 1,2011, chis temporary extension will no longer appiy to the
Company. At various times throughout 2009 and 2010, including cach
year end, the Company utilized this rule to access offshore cash in lieu
of issuing commercial paper. Amounts outstanding under the rule at
December 31,2010 and 2009, were $100 million and $10 million,
respeetiveiy. These short-term lending arrangements were sub-
sequentiy settled within the 60-day period, resuiting in equivaient
increases in commercial paper outstanding and cash on hand. Depend-
ingonits immediate offshore cash needs, the Company may choose to
access such funds againin the future as allowed under the rule.

The Company currently operatesa $350 million commercial paper
program, supported by a committed bank credit faciiity of the same
amount. On October 18,2010, the Company entered into an
amended and restated credit agreement for that facility with a syndi-
cate of eight banks. The new $350 million bank credit facility is com-
mitted through October 2015, and replaced a similar facilicy

established on May 3,2006. If circumstances were to prevent the
Company from issuing commercial paper, it has the contractual right
to draw funds direetiy onthe underiying bank credit faeiiity. Out-
standing commercial paper, a component of the Company’s iong—
term debr, totaled $30.0 million at December 31,2010.

Acquisitions and internal investments are key clements of the
Company’s growth strategy. The Company believes that cash on hand,
cash generated from opcrations and the available borrowing capacity
available 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 finaneing in order to pursuc its growth strat-
cgy. Aithough the Company believes that it has excess borrowing
capacity beyond its current lines, there can be no assurance that such
financing would be available or, if so, at terms that are aeeeptabie to the
Company.

The Company’s various U.S and international defined benefit
pension and postretirement pians were underfunded at the end of
2010 by approximately $334 million. During 2010, the Company
contributed approxirnateiy $29 million to its benefit pians. The
Company anticipates that benefit pian contributions in 2011 will total
approximatcly $118 million, including an $85 million contribution to
its U.S qualified defined benefit pension plan in January 2011 des-
ignated for the 2010 pian year. Future funding requirements will
depend iargeiy on actual investment returns and future actuarial
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assumptions. Participation in the U.S. qualified defined benefit pension
plan is frozen for salaried and non-union hourly US. employees hired
on or after January 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 $127.1 million during 2010 as net income of
$201.5 million and other comprehensive income of $18.8 million was
partially offset by dividend payments of $112.9 million. The primary
components of other comprehensive income were a $8.1 million
translation gain stemming from the impact of the weaker U.S. dollar
on the Company’s foreign investments and a $13.6 million net defined
benefic plan adjustment stemming primarily from 2010 investment
performance on the assets in the Company's various defined benefit
plans. 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 dividend payments 0f $109.0 million. Other
comprehensive income included an $80.8 million translation gain
stemming from the impact of the weaker U.S. dollar on the Compa-
ny’s foreign investments and a $56.1 million net defined benefic plan
adjustment stemming primarily from 2009 investment performance
on the assets in the Company's various defined benefit plans.

The Company’s Board of Directors has authorized the repurchase
ol.up to 5 million shares of the Company’s common stock. On
December 3,2010, the Company announced its intention to immedi-
ately hegin repurchasing 2 million of the 5 million shares authorized.
During 2010,0.7 million shares were repurchased under this program
ata cost of $23.2 million. Accordingly, at December 31,2010, a total of
4.3 million shares remain available for repurchase. As of February 17,
2011, an additional 0.6 million shares had been repurchased ata cost of
$21.5 million. An additional 0.7 million shares are expected to be
repurchased by the end of the first quarter of2011.

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 $1.11in 2010, $1.08 in 2009 and $1.07 in 2008. On Febru-
ary 9,2011, the Company declared a regular quarterly dividend of
$0.28 per common share payable onMarch 10,2011, to sharcholders
ofrecord on February 18,2011.

Off-balance sheet arrangements
The Company had no material ofl:halance Sl’lCC[ arrangements at

December 31,2010.

Risk management

Asaresult of 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 usc traditional currency
swaps and forward exchange contracts to hedge a portion of fore-
casted transactions that are denominated in foreign currencies, foreign
currency assets and liabilities or net investment in foreign subsidiaries.
The Company’s foreign opcrations are exposed to political and cul-
tural risks, but the risks are mitigated by diversification and the relative

stability of the countries in which the Company has signiﬁcant oper-
ations. The Company’s operations in Venezuela may be impacted by
the economic issues being faced in that country; however, due to the
relatively small size of these operations, the Company does not believe
that any such impact would have a material adverse effect on its finan-
cial statements. For accounting and reporting purposcs, Venezuclais
considered a hyper-inﬂationary economy. Local currency denomi-
nated assets in Venezuela totaled approximately $4.5 million at
December 31,2010, while total net assets were only $1.8 million.

The Company is exposed to interest-rate fluctuations as a result of
using debrasa 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
2009, the Company entered into an interest rate derivative to swap
$150 million notional value of its 6.5% debentures due November
2013to0a ﬂoating rate. On September 21,2010, that swap was seetled
prior to maturity. The Company received a cash payment for this
settlement of $5.9 million. The unamortized portion of the gain, $2.4
million, was reported net with the related bond at December 31,2010.
This gain will be amortized over the remaining life of the bond and
netted against interest Costs.

The Company isa purchaser of various raw marerial 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 usually a
high correlation between the primary input costs and the ultimate sell-
ing price ofits products. Inputs are generally 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 ordi-
nary course of business. On occasion, where the correlation between
selling price and input price is less direct, the Company may enter into
derivative contracts such as futures or swaps to reduce the effect of
price fluctuations.

At December 31,2010, the Company had contracts outstanding
to fix the costs of a portion of commodity, energy and foreign
exchange risks for various periods through December 2012. Of these,
the Company had Swaps to cover approximately 6.0 million
MMBTUs of natural gas representing approximately 70% and 50% of
anticipated U.S. and Canadian natural gas usage for2011and 2012,
respectively. Additionally, the Company had SWap contracts covering
4528 metric tons of aluminum, representing approximately 36% and
3% ol.anticipated usage for2011 and 2012, respectively, and 51,600
short tons of OCC representing approximately 4% of anticipated
usage for 2011. Both the aluminum and OCC hedges relate to fixed-
price customer contracts. At December 31,2010, the Company had a
number offoreign currency contracts in place as both designated and
undesignated hedges of cither anticipated foreign currency denomi-
nated transactions or existing financial assets and liabilities. At
December 31,2010, the total notional amount, in U.S. dollar terms,
was $129 million, of which $68 million related to the Canadian dollar
and $51 million to the euro.

The fair market value of derivatives was a net unfavorable position
of $12.1 million ($7.7 million after tax) at December 31,2010, and a
net unfavorable position of $7.4 million ($4.6 million after tax) ac



December 31,2009. 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 subjcct to various federal, state and local environ-
mental laws and rcgulations concerning, among other matters, solid
waste disposal, wastewater effluent and air emissions. Aithough the
costs of.compiiancc 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 legal SUCCESSOrs
ﬁnancially rcsponsiblc for the clcanup of sites contaminated by those
wastes. The Company has been named a potcntially rcsponsiblc party
at several cnvironmcntaﬂy contaminated sites. These rcgulatory
actions and a small number ofprivatc party lawsuits are believed to
represent the Company’s largcst potcntial environmental liabilities.
The Company has accrued $62.0 million (including $58.7 million
associated with U.S.Mills) at December 31,2010, compared with
$63.8 million at December 31,2009 (including $60.4 million asso-
ciated with U.S. Mills), with respect to these sites. See “Environmental
Charges.” Item 3 - Legal Proceedings, and Note 14 to the Con-
solidated Financial Statements for more information on environ-
mental matters.

Results of operations - 2009 versus 2008

Net income attributable to Sonoco in 2009 was $151.5 million,
compared with $164.6 million for 2008. Earnings in 2009 were neg-
ativcly impactcd by after-tax restructuring chargcs of $23.0 million and
a$5.3 million chargc related toa retrospective tax-law changc in Mex-
ico. 2008 earnings were ncgatively impactcd by 2$31.0 million after-
tax, noncash impairment chargc related to the Company’s remaining
financial interest in the 2003 sale of its High Density Film business and
$30.8 million in after-tax rcstructuring«rclatcd costs and impairments.

Basc carnings were $179.8 million for 2009, compared with $226.4
million for 2008, a decline of 21%. This decline was primarily dueto
lower Companywvidc volumes and an increase in pension costs of $33.0
million, after tax. These items were partially offset by strong pro-
ductivity improvements, reduced fixed costs, some of which were a
result of.rcstructuring actions, and a favorable pricc/ cost rclationshipi

Sales dropped 13% from 2008 levels to $3.6 billion in 2009. Vol-
ume declines occurred throughout the Company, but most notably in
the industrial-focused businesses, accounting 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 during the fourth quarter.
The impact of sclling prices in 2009 was a negative factor when com-
pared with prior year levels. These declines in the Tubes and Cores/
Papcr segment, rcsulting from lower input costs, more than offset
price increases in the Consumer Packaging segment, where material
and other costs were highcri In addition to volume and price declines,
sales were lower as a result of the stronger dollar during the first three
quarters 0f2009. This exchange impact partially 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
with 17.6% in 2008. Margins benefitted from positive price/cost rela-
tionships, most notably in the Consumer Packaging segment, pro-
ductivity improvements in most of the Company’s businesses, and
managemcnt’s efforts on fixed cost control.

The consolidated effective tax rate was 31.2% in 2009, compared
with 27.1% in 2008. This increase was duc to a 2009 $5.3 million charge
related toa changc in Mexican tax law and a $4 million prior year
benefitin Italy. The 2009 Mexico law change had a retrospective effect
for years back to 1999, and eliminated the benefits of filing con-
solidated tax returns in those years. The prior year benefitin ItaJy
related to an asset basis adjustment clection made by the Company in
2008. The effective tax rate on base carnings was 29.0% in 2009, rcla-
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.

ThC componcnts ofthc salcs changc wcerce:

(8 in millions)

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

Sclling prices were gcncra]ly 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
tinplatc steel and other costs. Companywidc volume, cxcluding service
center revenue which was on a pass—through basis, decreased approx-
imatcly 7% from 2008 levels. The overall volume decrease was driven
by declines in nearly 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 dcgrcc, input prices combined to
reduce the Company’s 2009 total cost of sales from prior year levels.
The market price for OCC, the Company’s most significant raw
material in dollar terms, hcgan the year ac historically low levels and
moved considerably highcr over the course of the year; however, on
average, OCC cost was lower than in 2008. Prices paid for resins and
frcight were also down year over year. Conversely, the Company’s cost
for tinplatc steel started off ac historically high levels, trended down
over the course of the year, and ultimarely avcragcd out highcr than in
2008.

[n 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 sclling, gcncral and administrative expenses. There wasa
positive return on the assets of U.S. based defined benefit plans of 21%
in 2009, comparcd with a negative return 0f24.3%in 2008.
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During the year, the Company cngagcd in a number of cost man-
agement cfforts, including rcaligning its business and strcamlining the
management organization to be more efficient; cnhancing pro-
ductivity and controlling variable costs; and rcducing structural costs
toalevel management believed is aligncd with new market realities,
while maintaining the capacity necessary to grow with customers. The
Company’s efforts to reduce fixed costs, which included rationalizing
its manufacturing footprint, reflected lower revised expectations of
what normal post-recession market demand will look like. Plant
rationalization and other cost-reduction efforts reduced the workforce
of the industrial businesses by approximatcly 15% between January 1,
2008 and December 31,2009, while also rcducing positions in the
consumer and corporate functions.

Sclling, gcncral 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 highcr year over year. This increase is due
to higlicr pension and incentive compensation Costs, which were
partially offset by fixed cost reduction efforts.

Research and dcvclopmcnt costs, all of which were chargcd to
expense, totaled $14.5 million and $15.9 million in 2009 and 2008,
rcspcctivcly.

Netinterest 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
COI]SOliCl&th opcrating proﬁts, also rcfcrrcd toas “lncomc bcforc
income taxcs” on tllC COHSOliClatCCl Statcmcnts OFIHCOI’HC, are com-

priscd of the following:

(S in millions) 2009 2008 % Change
Consumer Packaging segment $169.9 $ 1310 29.8%
Tubes and Cores/Paper segment 723 145.8 (50.5)%
Packaging Services segment 11.0 285 (61.3)%
All Other Sonoco 264 444 (40.5)%
Rcstructuring/ impairment and

environmental charges (268)  (100.1)  732%
Interest expense, net (386)  (472) 18.3%
Consolidated operating profits $2142  $2024 5.9%
Consumer Packaging
(8 in millions) 2009 2008 % Change
Trade sales $1,550.6  $1,586.5 (2.3)%
Segment operating profits 169.9 131.0 29.8%
Dcprcciation, dcplction and

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

Sales decreased due to lower volume throughout the segment
except for small gains in rigid plastic botdles. Overall segment volumes

were down approximatcly 4%. In addition, although the dollar weak-
ened during the fourth quarter, the total year impact of exchangc rates
was unfavorable by $34 million. Increased sclling prices, rcsulting from
higlicr material and other costs, partially offset the negative factors.
Domestic sales were approximatcly $1,180 million, flac with 2008,
while international sales were approximatcly $371 million, down 8.7%,
or $35 million, from 2008. The decline in international sales was almost
complctcly due to the impact of forcign cxchangc rates.

chmcnt operating proﬁts increased primarily due to the impact of
afavorable pricc/ cost rclationship as sclling prices were increased and,
largcly dueto timing, more than offseta significant increase in the
Company's cost of tinplate steel and other input costs. Productivity
and purchasing initiatives were able to offset the impact oflower
volume and highcr pension costs.

Significant capital spcnding included projects to increase rigid plas~
tic container procluction capacity in the United States as well as pro-
ductivity projects throughout the segment.

Tubes and Cores/Paper

(S in millions) 2009 2008 % Change
Trade sales $1,339.1  $1,674.6 (20.0)%
Segment operarting profits 723 1458 (50.5)%
Dcprcciation, clcplction and

amortization 855 87.6 (2.4)%
Capital spending 57.0 705 (19.2)%

Sales were down due to volume shortfalls, lower selling prices and
unfavorable cxchange rates. The only 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 the North American and Europcan tube
and core operations. Volume declined most notably during the first
halfof the year and bcgan to stabilize in the third quarter. Fourth quar-
ter volumes showed improvement over a very weak 2008 fourth quar-
ter. Excluding the impact of the divestiture of the Canadian rccycling
paper operation and the shutdown of a paper mill in China in 2008,
volume in the segment decreased by approximatcly 9%. Lower year-
over-year sclling prices, primarily due to lower average market costs for
OCC, also contributed to the sales decline. Domestic sales decreased
approximatcly $166 million, or 20.8%, to approximately $634 million.
International sales decreased approximately $169 million, or 19.3%, to
approximatcly $705 million, with approximatcly $81 million of the
decline a result of unfavorable forcign cxchangc rates.

The combination of lower volumes, an unfavorable shift in the mix
of business, an unfavorable pricc/ cost rclationship and higlicr pension
costs resulted in overa 50% decline in segment operating proﬁts in
2009. Productivity initiatives and the impact of restructuring actions
on fixed costs hclpcd mitigate some of the negative factors.

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



Packaging Services

(S in millions) 2009 2008 % Change
Trade sales $4265  $5014 (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 exchangc rates. The volume shortfalls were
related to lower activity in the dedicated service centers, and were
partially offset by increased service center volume in Poland. Domestic
sales decreased to approximatciy $285 million, a 14.7% reduction, while
international sales decreased 15.3% to approximatciy $141 million.
Exciuding an unfavorable $41 million impact of forcign currency
translation, international sales increased as a result of the increased serv-
ice center volume in Poland.

The decrease in segment operating proﬁts was 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,
resulting from restructuring actions, mitigatcd aportion of the
unfavorable factors. Aithough service center volume decreased, it had
very licele impacton profits as these sales were on a 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

(S in millions) 2009 2008 % Change
Trade sales $281.1  $3599 (21.9)%
Operating profits 264 444 (40.5)%
Dcprcciation, dcpiction and

amortization 77 10.7 (27.8)%
Capital spending 67 8.1 (17.2)%

Sales for All Other Sonoco decreased primarily due 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 responsc to lower input costs, and the impact oi.cxchange
rates was unfavorable. Domestic sales were approximatciy $216 mil-
lion, down 23.2% from 2008, and international sales were approx-
imately $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 sciiing pricc/ material cost variance.

Capitai spcnding included investing in productivity and customer
development projects in the United States and Europe 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 of operations are based upon the Company’s
Consolidated Financial Statements, which have been prepared in
accordance with accounting principics gcncraiiy acccptcd in the
United States (US GAAP). The preparation of financial statements in
conformity with US GAAP requires management to make estimates
and assumptions that affect the rcportcci amounts of assets, liabilities,
revenues and expenscs, and the disclosure ofcontingcnt 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 benefits, 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 readiiy apparent from other sources. Actual resules, under
conditions and circumstances different from those assumed, may dif-
fer 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
ofOpcrations, aswell as in the Notes to the Consolidated Financial
Statements, if appiicabic, where such estimates, assumptions and
accounting poiicics affectthe Company’s rcported and cxpectcci
financial results.

The Company believes the accounting poiicics 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 opcrations. The foiiowing 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 potcntiai
impairment can resultin acij ustments affccting the carrying values of
iong—iived, intangibic and other assets and the recognition of impair-
ment expense in the Company’s Consolidated Financial Statements.
The Company evaluates its iong—iivcd assets (propcrty, piant and
cquipmcnt), definite-lived intangibic asscts and other assets (inciuding
notes receivable and cquity investments) for impairment whenever
indicators ofimpairmcnt exist, or when it commits to sell the asser. If
the sum of the undiscounted cxpecteci future cash flows from a iong—
lived assct or definite-lived intangibic assct group is less than the carry-
ing value of that asset group, an assct impairment chargc is rccognizcd.
Kcy assumptions and estimates used in the cash flow model gencraiiy
include price levels, sales growth, proﬁt margins and asset life. The
amount of an impairment chargc, ifany, is calculated as the excess of
the asset’s carrying value over its fair value, gcncraiiy rcprescnted by the
discounted future cash flows from that asset or, in the case of assets the

Company cvaiuatcs fOl‘ saic, as cstimatcci PITOCCCCIS iCSS COSts to SCii.
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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 differ from the estimates used to evaluate
impairment. In addition, changes in the assumptions and estimates
may resultin a different conclusion regarding impairment.

Impairment of goodwill

Inaccordance with US GAAP, the Company evaluates its good-
will for impairment annually and whenever events happen or circum-
stances change that would make it more likely than not that
impairment may have occurred. If the carrying value of a reporting
unit’s goodwill exceeds the implied fair value of that goodwill, 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 estimated trad-
ing and transaction multiples. 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 cach reporting unit, the Company must make a num-
ber 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
produce, working capital changes, capital spending requirements and
the impact of currency exchange rates. When estimating the fair values
ofits reporting units, the Company’s analysis takes into consideration
historical data and experience together with all other relevant
information available. However, because the analysis is an estimate, fair
values that could be realized in actual transactions may differ from
those used to evaluate the impairment of goodwill. In addition,
changes in the underlying assumptions and estimates may resultina
different conclusion regarding impairment.

The Company completed its most recent annual goodwill impair-
ment testing during the third quarter 0f2010. Based on the results of
its evaluation, the Company concluded that there was no impairment
ol.goodwill for any ofits reporting units. For testing purposes, the fair
values of the Company’s reporting units were estimated usinga dis-
counted cash flow model based on projections of future years’ operat-
ing results and associated cash flows, together with comparable trading
and transaction multiples. The Company’s projections incorporated
management’s best estimates of the expected future resules, which
include expectations related to new business wins, and, where appli—
cable, improved operating margins. Future cash flows were discounted
to present value using a discount rate commensurate with the risks
inherent in the cash flows. Should forecasted growth and/or margin
improvement not marterialize, or if the Company)s assessments of the
relevant facts and circumstances change, noncash impairment charges
may be required in the future, depending on the reporting unit. In
management’s opinion, should actual resules fall short of projections,
the reporting units with signilicant goodwill having the greatest risk of
future impairment include Matrix Packaging, Tubes and Cores/
Paper - Europe, Packaging Services, Flexible Packaging, and Rigid

Paper Containers - Australia/New Zealand. Total goodwill associated

with these reporting units was approximately $130 million, $102 mil-
lion, $150 million, $94 million, and $6 million, respectively ac
December 31,2010. These amounts are essentially unchanged from
their values at the time of the annual evaluation.

Matrix Packaging manufactures blow-molded plastic containers
primarily for use in nonfood applications. Matrix Packaging was
acquired in May 2007 to bea growth platform 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 significantly
in the business and projections for this reporting unit reflect manage-
ment’s expectations for revenue growth aswell as improvements in
operating margins. Sales growth is expected to be driven by new busi-
ness wins from key nonfood customers and expansion into more food-
based applicationsi Results in the second half of 2010 fell short of
management’s projections due largely to unanticipated market weak-
ness with served customers, as market share is estimated to have
remained steady. In addition, the unit experienced operational pro-
ductivity problems atone of its plants associated with new business
start up activities. Although results were disappointing, management
believes these issues are temporary in nature and, as such, its long—term
outlook for the unit currently remains unaffected. Should expected
sales growth and margin improvements not materialize, goodwill
impairment charges may be incurred. In the annual evaluation of
goodwill impairment, the estimated fair value of Matrix Packaging
exceeded its carrying value by approximately 20%.

Tubesand Cores/Paper-Europe manufactures tubes and cores,
using internally produced recycled paperboard, forsaletoa variety of
industrial industries throughout Europe. Any paperboard not used
internally is sold to third partics. While this unit was hard-hit by the
global recession, volume has rebounded to within approximately 5% of
pre-recession levels. Margins, however, remain below those levels as
selling prices have not kept pace with cost increases. Management
believes that sales will return to pre-recession levels over the next one
to two years with growth coming from Western Europe aswell as
certain eastern European countries. Margins arc also expected to
slowly increase from current levels on a recovery in the price/ cost rela-
tionship and productivity improvements. In the annual evaluation of
goodwill impairment, the estimated fair value of Tubes and Cores/
Paper-Europe exceeded its carrying value by approximately 40%.

The Company’s Packaging Services segment lost approximarely
$47 million of annualized sales volume, resulting from bidding activity
conducted by a major customer in the fourth quarter 0f2009. The loss
of this business began in the second quarter 0f2010 and has now been
transitioned. Further, another of the segment’s customers notified the
Company in late 2009 ofits decision to consolidate its business with
another vendor. While this decision did not impact 2010, it s expected
to result in an annual sales reduction of approximately $30 million
beginning July 2011. Sales lostin 2010 duc to these events were more
than offset by new or expanded business, and based on management’s
analysis, only relatively modest revenue growth would be required to
avoid potential impairment. Based on its evaluation of future projects
and other opportunities, management expects new business over the
next two to three years to fully offset all of these lost sales. Should sales
growth not materialize, or the prolitability of new business be less than
expected, goodwill impairment charges may be incurred. In the annual



evaluation of goodwill impairment, the estimated fair value of Pack-
aging Services, which is its own reporting unit for goodwill testing
purposes, exceeded its carrying value by approximately 29%.

The Company has been advised by one ofits Flexible Packaging
customers that its current contract to provide certain packaging will
not be renewed in its entirety. According to the customer, the business
will be phased out over the next two years. The transition did not
impact 2010 sales or base carnings. Asaresult, in the third quarter of
2010 the Company recorded a noncash asset impairment charge of
approximately $12.6 million on certain long—lived assets within the
affected operations. The expected loss of business was reflected in the
Company’s evaluation ofgoodwill. Although no impairment of
goodwill was deemed necessary, management’s projections reflect the
expectation that these lost sales will be replaced by new business in
approximately the same time frame over which it is lost and that
operating margins will benefit from improved manufacturing pro-
ductivity and overhead cost management. Should the sales growth not
materialize, and/or the operating margins not benefit to the extent
expected, goodwill impairment charges may be incurred. In its evalua-
tion ofgoodwill impairment, management estimated that the fair value
of the Flexible Packaging unit exceeded its carrying value by approx-
imately 27%.

During the time subsequent to the annual evaluation and at
December 31,2010, the Company considered whether any events
and/or changes in circumstances had resulted in the likelihood that
the goodwill ol.any ofits reporting units may have been impaired. Itis
management’s opinion that no such events have occurred.

Holding the other valuation assumptions constant, a downward
shiftin projected operating prolits across all future periods in Matrix
Packaging, Tubes and Cores/Paper - Europe, Packaging Services and
Flexible Packaging in excess of 17%, 24%, 38% and 25%, 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 ofany deferred rax assets, net operating losses and capi-
tal loss carryforwards is not likelyi Deferred tax assets generally repre-
sentexpenses recognized for financial reporting purposcs, which will
result in tax deductions over varying future periods. Certain j udg~
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 tax
benefit will be sustained, the Company has recorded the largest
amount of tax benefit with a greater than 50% likelihood of being real-
ized upon ultimate settlement with a taxing authority llaving full
knowledge of 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 of any uncertain tax issuc is

higlily judgmental. The Company believes it has adequately provided

for any reasonably foreseeable 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 eventual resolution of these matters could have a different impact
on the effective rate than currently reflected or expected.

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 of compensa-
tion expense associated with these performancebased awards are
based on estimates regarding future performance using measures
defined in the plans. [n2010, 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 signilicant fluctuations from period to period in
the amount ofcompensation expense reflected in the Company’s
Consolidated Financial Statements.

The Company uses a binomial option-pricing model to determine
the grant dare 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 estimared fair value of share-
based compensation. Circumstances may change and additional data
may become available over time that results in cllanges to these
assumptions and metllodologies, which could materially impact fair
value determinations.

Pension and postretirement benefit plans

The Company has signiﬁcant pension and postretirement benefit
costs that are developed from actuarial valuations. The actuarial valu-
ations employ key assumptions which have a significant impacton the
Company’s projected liabilities for pension and other postretirement
benefits. The key actuarial assumptions used at December 31,2010, in
determining the projected benefi obligation and the accumulated
benefic obligation for U.S. retirement and retiree health and life
insurance plans include: a discount rate 0f5.25%,4.91% and 4.37% for
the qualified retirement plan, non—qualiﬁed retirement plans, and
retiree health and life insurance plan, respectively, and arate of
compensation increase ranging from 4.29% to 6.12%. The key actuarial
assumptions used to determine 2010 net periodic benefit cost for U.S.
retirement and retiree health and life insurance plans include: a dis-
count 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 4.38% to
621%.

During 2010, the Company recorded total pension and postretire-
ment benefit expenses of approximately $52.6 million, compared with

$81.4 million during 2009. The 2010 amount reflects $79.3 million of
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expected returns on plan assets at the assumed race of 8.5%and interest
cost of $73.8 million ata weighted-average discount rate 0f5.78%. The
2009 amount reflects $60.5 million of expected returns on plan assets
at the assumed rate of 8.5% and interest cost of $76.9 million ata
weighted-average discount rate of 6.56%. During 2010, the Company
made contributions to its pension and postretirement plans 0f$292
million. An additional $85.0 million contribution was made to the
Company’s U.S. qualified defined benetit pension plan in January 2011
for the 2010 plan ycar. During 2009, the Company made con-
tributions to its pension and postretirement plans of $122.2 million,
including a $100.0 million voluntary contribution made to its U.S.
qualified defined benefit pension plan in December 2009. Con-
tributions vary from year to year depending on various factors the most
signilicant being asset market values and interest rates. Although the
2009 voluntary contribution reduced cash flows from operations dur-
ing the year, it did not have a signiﬁcant impact on 2009 pension
expense. Cumulative net actuarial losses were approximately $494 mil-
lion at December 31,2010, and are primarily the result of poor asset
performance in 2008 and from 2000 through 2002. Actuarial losses/
gains outside of the 10% corridor defined by U.S. GAAP arc amor-
tized over the average remaining service life of the plan’s active partic-
ipants or the average remaining life expectancy of the plan’s inactive
participants (ifall or almost all of the plan’s participants are inactive).

The US. qualified defined benefit plan was amended ctfective
January 1,2011, to split the plan into two separate plans based on
participant status—one plan including the active participants and one
plan including the inactive participants. The plans were remeasured at
January 1,2011, with discount rates of 5.52% and 5.01% used to meas-
ure the initial projected benefi ohligation of the “active plan” and
“inactive plan”, respectively. A discount race 0f5.25% had been used to
measure the projected benefit ohligation of the combined plan at
December 31,2010. The remeasurement resulted in an increase in the
projected benefic obligation ofless than $0.3 million. Actuarial losses
on the combined plan in 2010 were amortized over the average
remaining service life of the active participants, about 10 years. In 2011,
the basis for amortizing such losses relating to the “inactive plan” will be
the average remaining life expectancy of the inactive participants,
about 22 years.

The expected long-term race of return assumption for determining
2011 benefit plan expense has been lowered from 8.5% to 8.0% for the
“active plan”in order to reflect changes in the expected long-term rates
of return for cach asset class. The Company intends to manage the
investment portfolio of the “inactive plan” assets in such a way as to
reduce market risk over the long term. Accordingly, the expected
long-term rate of return assumption for the “inactive plan” for
determining 2011 benefic plan expenseis 7.7% which reflects an
expected shift ol.plan assets heginning in2011toa targeted portfolio
weighted more heavily in fixed income securities.

Total benefic plan expensc in 2011 is expected tobe approximately
$17 million lower than in 2010. Contrihuting to the decrease are
higher expected returns on plan assets, driven by 22011 asset base that
is larger due to strong investment performance in 2010 and the $85
million contribution made inJanuary 2011, and lower amortization
expense resulting from the plan amendment discussed above.

The Company adjusts its discount rates at the end of each fiscal
year based on yield curves ofhigh«quality debt instruments over dura-
tions that match the expected benefit payouts of cach pian. The
expected rate of return assumption is derived hy taking into consid-
cration the targeted plan asset allocation, projected future 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 estimarte 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 cost trend rate beginning at 8.0% for
post-age 65 participants and trending down to an ultimate rate of5.5%
in 2016. The ultimate trend rate of 5.5% represents the Company's
best estimate of the long—term average annual medical cost increase
over the duration of the plaifs liabilities. It provides for real growth in
medical costs in excess of the overall inflation level.

Other assumptions and estimates impacting the projected
liabilities of these plans include inflation, participant withdrawal and
mortality rates and retirement ages. The Company annually reevalu-
ates assumptions used in projecting the pension and postretirement
liabilities and associated expense. These judgments, assumptions and
estimates may affectthe carrying value of pension and postretirement
plan net assets and liabilities and pension and postretirement plan
expenses in the Company’s Consolidated Financial Statcements. The
sensitivity to changes in the critical assumptions for the Company’s

U.S. plans as of December 31,2010, is as follows:

Pr(/jfflep/ Bmfﬁ[ Annual Expense

Assumption Percentage Point Ob/zgal/on Hzg/,m/
(8 in millions) Change Higher/(Lower) (Lower)
Discount rate -25 pts $32.3 $2.7
Expcctcd return

on asscts -25 pts N/A $1.9

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

plﬂl’lsi

Recent accounting pronouncements
Information regarding recent accounting pronouncements is pro-
vided in Note 2 to the Consolidated Financial Statements included in

[tem 8 of this Annual Report on Form 10-K.



Item 7A. Quantitative and qualitative disclosures
about market risk

Information regarding market risk is provided 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 1 A-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

Supplemcntary 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-31 of this report. Selected quarterly financial data is provided in
Note 18 to the Consolidated Financial Statements included in this
Annual Report on Form 10-K.
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Report of Independent Registered Public Accounting Firm

To the shareholders and directors of Sonoco
Products Company:

Inour opinion, the consolidated financial statements lisced in the
index appearing under [tem 15(a)(1) present faitly, in all material
respects, the financial position of Sonoco Products Company and its
subsidiaries at December 31,2010 and 2009, and the results of their
operations and their cash flows for cach of the three years in the period
ended December 31,2010, in conformity with accounting principles
generally accepted in the United States of America. In addition, in our
opinion, the financial statement schedules listed in the index appearing
under Item 15(a)(2) present fairly, in all marerial respects, the
information st forth therein when read in conjunction with the
related consolidated financial stacements. Also in our opinion, the
Company maintained, in all material respects, effective internal control
over financial reportingas of December 31,2010, based on criteria
established in Zuternal Cowm/—[mfgmz‘fd Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commis-
sion (COSO). The Company’s management is responsible for these
financial statements and financial statement schedules, for maintaining
cffective internal control over financial reporting and for its assessment
of the effectiveness of internal control over financial reporting,
included in Management's Report on Internal Control Over Financial
Reporting appearing under [tem 9A. Our responsibility is to express
opinions on these financial statements, on the financial statement
schedules, and on the Company’s internal control over financial
reporting based on our integrated audits. We conducted our audits in
accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan
and perform the audits to obtain reasonable assurance about whether
the financial statements are free of material misstacement and whether
cffective internal control over financial reporting was maintained in all
material respects. Our audits of the financial statements included
¢xamining, on a test basis, evidence supporting the amounts and dis-
closures in the financial statements, assessing the accounting principles
used and signiﬁcant estimates made by management, and evaluating
the overall financial statement presentation. Ouraudit of internal
control over financial reporting included obtaining an understanding
ofinternal control over financial reporting, assessing the risk thata
material weakness exists, and testing and evaluating the design and
operating ctfectiveness of internal control based on the assessed risk.
Our audits also included performing such other procedures aswe
considered necessary in the circumstances. We believe that our audits
provide areasonable basis for our opinions.

A company’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the main-
tenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company;

(ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and
(i) provide reasonable assurance regarding prevention or timely
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
ol.any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in con-
ditions, or that the degree ofcompliance with the policies or proce-
dures may deteriorate.

l J'\Ll-lumtulaw.‘ wan«v.\, LeP
Charlotte, North Carolina
February 28,2011



Consolidated Balance Sheets
Sonoco Products Company

(Dollars and shares in thousands)

At Decenmber 31 2010 2009
Asscts
Current Assets
Cash and cash cquivaients $ 158,249 $ 185245
Trade accounts receivable, net of allowances of $8,614 in 2010 and $10,978 in 2009 508,144 428293
Other receivables 31917 35,469
Inventories
Finished and in process 147,062 114,652
Materials and supplies 222,365 173.876
Prepaid expenses 66,782 33,300
Deferred income taxes 22997 25,738
1,157,516 996,573
Property, Plant and Equipment, Net 944,136 926,829
Goodwill 839,748 813,530
Other Intangible Assets, Net 130,400 115,044
Long—tcrm Deferred Income Taxes 42,100 57,105
Other Assets 167,114 153,499
Total Assets $3,281,014  $3,062,580
Liabilities and Equity
Current Liabilities
Payablc to suppiicrs $ 436,785 $ 375365
Accrued expenses and other 240,827 231,631
Accrued wages and other compensation 79,109 68,319
Notes payable and current portion oﬂong-tcrm debre 16,949 118,053
Accrued taxes 6,979 12271
780,649 805,639
Long-term Debt 603,941 462,743
Pension and Other Postretirement Benefits 323,040 321,355
Deferred Income Taxes 24,583 30,571
Other Liabilities 41,108 61,642
Commitments and Contingencies
Sonoco Sharcholders’ Equity
Serial preferred stock, no par value
Authorized 30,000 shares
0 shares issued and outstanding as of December 31,2010 and 2009
Common shares, no par value
Authorized 300,000 shares
100,510 and 100,149 shares issued and outstanding
at December 31,2010 and 2009, rcspectiveiy 7,175 7175
Capitai in excess of stated value 441,328 421,632
Accumulated other comprehensive loss (292,867)  (310469)
Retained carnings 1,336,155 1,248,043
Total Sonoco Sharcholders” Equity 1,491,791 1,366,381
Noncontrolling Interests 15,902 14,249
Total Equity 1,507,693 1,380,630
Tortal Liabilities and Equity $3,281,014  $3,062,580

The Notes beginning on page F6 are an integral part of these financial statements.
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Consolidated Statements of Income
Sonoco Products Company

(Dollars and shares in thousands except per share data)

Years ended December 31 2010 2009 2008
Net sales $4,124,121 $3597,331  $4,122,385
Cost of sales 3,356,589 2931285 3,398,355
Gross proﬁt 767,532 666,046 724,030
Scﬂing, gcncral and administrative expenses 405,356 386459 374396
Restructuring/ Asset impairment charges 23,999 26,801 100,061
Income before interest and income taxes 338,177 252,786 249573
Interest expense 37,413 40,992 53,401
Interest income 2,307 2427 6,204
Loss from the carly extinguishment of debe 48,617 — —
Income before income taxes 254,454 214221 202,376
Provision for income taxes 64,485 66818 54,797
Income before equity in earnings of affiliates 189,969 147,403 147579
Equity in earnings of affiliates, net of tax 11,505 7,742 9,679
Netincome 201,474 155,145 157,258
Net (income)/loss attributable ro noncontrolling interests (421) (3,663) 7,350
Net income attributable to Sonoco $ 201,053 $ 151482 $ 164608
Weighted average common shares outstanding;

Basic 101,599 100,780 100,321

Assuming exercise of awards 944 249 665

Diluted 102,543 101,029 100,986
Per common share

Net income attributable to Sonoco:

Basic $ 198 $ 150 $ 1.64
Diluted $ 196 $ 150 $ 1.63

Cash dividends $ .11 § 108 § 1.07
Consolidated Statements of Comprehensive Income/(Loss)
Sonoco Products Company
(Dollars in thousands)
Years ended December 31 2010 2009 2008
Net income $201,474 $155,145 $ 157258
Other comprehensive income/(loss):

Foreign currency translation adjustments 8,119 80,780  (144612)

Changcs in defined benefit plans, net of tax 13,621 56,149 (194,149)

Changg in derivative financial instruments, net of tax (2,906) 8,326 (11,600)
Comprehensive income/(loss) 220,308 300,600  (193,103)
Comprehensive (income)/loss attributable to noncontrolling interests (1,653) (4.908) 10,406
Comprehensive income/(loss) actributable to Sonoco $218,655  $295692  $(182,697)

The Notes beginning on page F6 are an integral part of these financial statements



Consolidated Statements of Changes in Total Equity
Sonoco Products Company

Cﬂplﬂl/ in Accumulated
Excess o Other Non-
Total Common Shares State Comprehensive  Retained — controlling
(Dollars and shares in thousands) Equity Ousstanding  Amount  Value Loss Earnings Interests
January 1,2008 $1,463,486 99431 $7,175  $391,628  $(107.374)  $1,150,108  $21,949
Netincome 157,258 164,608 (7,350)

Other comprehensive income/(loss):

Translation loss (144,612) (141,556) (3.056)
Defined benefic plan adjusement! (194,149) (194,149)
Derivative financial instruments! (11,600) _ (11,600)

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

[ssues Task Force Issue No. 06-10 (1459) (1.459)
Adjustment to apply measurement date

provisions of FAS 158! (351) (351)

[ssuance of stock awards 9977 332 9977

Shares repurchased (843) (31) (843)

Stock-based compensation 4177 4,177

December 31,2008 $1,174518 99.732 $7,175  $404939  $(454679)  $1,205540  $11,543
Netincome 155,145 151,482 3,663

Other comprehensivc income/(loss):

Translation gain 80,780 79535 1,245
Detined benefit plan adjusement! 56,149 56,149
Derivative financial instruments! 8526 8526

Other comprehensive income 145,455 144,210 1,245
Dividends (108,979) (108,979)

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

Shares repurchased (1,239) (51) (1239)

Stock-based compensation 8,616 8,616

December 31,2009 $1,380,630 100,149 $7175  $421632  $(310469)  $1248043  $14.249
Netincome 201,474 201,053 421

Other comprehensivc income/(loss):

Translation gain 8,119 6,887 1232
Detined benefit plan adjusement! 13,621 13,621
Derivative financial instruments! (2.906) (2,906)

Other comprehensive income 18,834 17,602 1232

Dividends (112,941) (112,941)

[ssuance of stock awards 28,550 1,099 28,550

Shares repurchased (24,658) (738) (24,658)

Stock-based compensation 15,804 15,804

December 31,2010 $1,507.693 100,510 $7175  $441328  $(292867)  $1336155  $15902

1 net of tax

The Notes beginning on page F6 are an integral part of these financial statements.
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Consolidated Statements of Cash Flows
Sonoco Products Company

(Dollars in thousands)

Years ended December 31 2010 2009 2008
Cash Flows from Operating Activities
Netincome $ 201,474 $ 155145 $ 157258
Adjustmcnts to reconcile net income to net cash provided by operating activitics
Financial asset impairment — — 42,651
Assetimpairment and pension curtailment 9,962 12,197 28,995
Loss from Carly cxtinguishmcnt of debt 48,617 — —
Deprcciation, depiction and amortization 169,665 173,587 183,034
Share-based compensation expense 15,804 8616 4177
Equity in carnings of affiliates (11,505) (7.742) (9.679)
Cash dividends from affiliaced companies 17,123 5,563 7632
Loss (Gain) on disposition of asscts 1,422 (14,731) (2,476)
Pension and postretirement plan expense 52,599 81,380 30,756
Pension and postretirement plan contributions (29,194)  (122,195)  (20,492)
Tax cffect of nonqualified stock options 5,063 1,990 811
Excess tax benefit of share-based compensation (4,209) (1,030) (711)
Netincrease (decrease) in deferred raxes 12,498 21,689 (18,844)
Changc in assets and liabilities, net of effects from acquisitions, dispositions, and forcign
currency adjustments
Trade accounts receivable (66,410)  (16,057) 58,627
Inventories (57,071) 36492 5017
Payable to supplicrs 43,255 15,438 (62,614)
Prepaid expenses (1,330) 7,393 (7.721)
Accrued expensces 19,757 22233 (23,659)
Income taxes payable and other income tax items (49,993) 8811 (1,041)
Fox River environmental reserves and insurance receivable (1,687) (6.997) 38415
Other assets and liabilities (704) 9206 (30,742)
Net cash provided by operating activitics 375,136 390,988 379,394
Cash Flows from Investing Activities
Purchase of property, plantand equipment (145,910)  (104,150)  (123,114)
Cost of acquisitions, net of cash acquired (137,835) (5,504) (5,539)
Proceeds from the sale of assets 8,486 19,909 19,758
Netincrease in investment in affiliates and other (8,450) (1765) (1,293)
Net cash used by investing activities (283,709)  (91,510)  (110,184)
Cash Flows from Financing Activities
Proceeds from issuance of debe 365,415 24,103 39,102
Principal repayment of debt (358,927)  (45256) (118,115)
Netincrease (decrease) in commercial paper borrowings 30,000 (93,000)  (74,000)
Excess cash costs of carly cxtinguishmcnt of debre (49.888) — —
Net (decrease) increase in outstanding checks (71) (2,568) 11,855
Cash dividends — common (111,756)  (107.887)  (106,558)
Proceeds from interest rate swap 5,939 — —
Excess tax benefit of share-based compensation 4,209 1,030 711
Shares acquired (24,658) (1,239) (843)
Common shares issued 23,155 7,159 6,470
Net cash used by financing activities (116,582)  (219.658) (241,378)
Effects of Exchange Rate Changes on Cash (1,841) 3,770 3,065
(Decrease) Increase in Cash and Cash Equivalents (26,996) 83,590 30,897
Cash and cash equivalents ac beginning of year 185,245 101,655 70,758
Cash and cash equivalents at end of year $ 158,249 $ 185245 $ 101,655
Supplemental Cash Flow Disclosures
Interest paid, net of amounts capitaiizcd $ 37464 $ 34731 $ 43474
Income taxcs paid, net of refunds $ 96918 $ 34328 $ 73872

The Notes beginning on page F6 are an integral part of these financial statements.



Notes to Consolidated Financial Statements
Sonoco Products Company (dollars in thousands except per share data)

1. Summary of significant accounting policies

Basis of presentation

The Consolidated Financial Statements include the accounts of
Sonoco Products Company and its majority-owned subsidiarics (the
“Company” or “Sonoco”) after climination of intercompany accounts
and transactions.

Investments in affiliaced companies in which the Company shares
control over the financial and operating decisions, but in which the
Company is not the primary bencficiary, are accounted for by the
cquity method oi-accounting. Income appiicabie 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 $107,288 and $99,940 at
December 31,2010 and 2009, rcspcctiveiy.

Affiliated companics in which the Company helda signiﬁcant
investment at December 31,2010, included:

Ownership Interest
Percentage at

Entity December 31,2010
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%

Estimates and assumptions

The preparation of financial statements in conformity with
accounting principics gcncraiiy acccptcd in the United States of
America (U.S. GAAP) requires management to make estimates and
assumptions that affect the rcportcd amount of assets and liabilitics a
the date of the financial statements and the rcportcd amounts of rev-
enues and expenses during the reporting pcriod. Actual results could
differ from those estimates.

Revenue recognition

The Company records revenue when title and risk of owncrship
pass to the customer, and when persuasive evidence of an arrangement
exists, dciivery has occurred or services have been rendered, the sales
price to the customer is fixed or determinable and when coiicctibiiity is
reasonabiy assured. Certain judgmcnts, such as provisions for estimates
of sales returns and allowances, are requircd in the appiication of the
Company’s revenue policy and, therefore, the results of operations in
its Consolidated Financial Statcements. Shipping and handling
expenses are included in “Cost of sales,” and frcight charged to
customers is included in “Net sales” in the Company’s Consolidated
Statements of Income.

Accounts receivable and allowance for doubtful
accounts

TilC Company’s trade accounts rcceivabic are non-interest bearing
and are recorded at thC invoiced amounts. Ti’lC ’J.iiOWZ).HCC FOI” doubtfui

accounts rcprcscnts tilC Company’s bCSt estimate OftilC amount Of

probabie credit losses in existing accounts receivable. Provisions are
made to the allowance for doubttul accounts at such time that collec-
tion of all or part ofa trade account reccivable is in question. The
allowance for doubttul accounts is monitored on a regular 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 past dueare gencraiiy 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 8%
and 11% of the consolidated trade accounts receivable at
December 31,2010 and 2009, respectively. Sales to this customer
accounted for approximatcly 10% of the Company’s consolidated
revenues in 2010 and 12% of the Company’s consolidated revenue in
both 2009 and 2008, and were primarily reported in the Consumer
Packaging and Packaging Services segments. The Company’s next
largest customer comprised approximately 5% of the Company’s

consolidated revenues in 2010 and 4% in 2009 and 2008.

Research and development

Rescarch and development costs are charged to expense as
incurred and include salaries and other dircctiy related expenses.
Research and dcvclopmcnt Costs totaiing $17,801in2010,$14,487 in
2009 and $15,888 in 2008, are included in “Sciling, gcncral and admin-
istrative expenses” in the Company’s Consolidated Statcements of

Income.

Restructuring and asset impairment

Costs associated with exit or disposai activities are rccognizcd
when the liabiiity is incurred. If assets become impaircd asaresultof a
restructuring action, the assets are written down to fair value, less esti-
mated costs to sell, ifappiicabic. A number ofsignificant estimates 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 that are
uitimatciy realized upon the sale of divested assets may differ from the
estimated fair values reflected in the Company’s Consolidated Finan-
cial Statements.

Cash and cash equivalents

Cash cquivaicnts are composcd of highiy iiquid investments with
an originai maturity of three months or less. Cash cquivaicnts are
recorded at cost, which approximates market.

Inventories

Inventories are stated at the lower of cost or market. The last-in,
first-out (LIFO) method is used for the valuation of certain of the
Company’s domestic inventories, primariiy metal, internaiiy manufac-
tured paper and paper purchased from third partics.

The LIFO method of accounting was used to determine the costs
ofapproximateiy 21%and 23% of total inventories at December 31,
2010 and 2009, respectiveiy. The remaining inventories are determined
on the first-in, firsc-out (FIFO) method.
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If the FIFO method ofaccounting had been used forall
inventories, total inventory would have been highcr by $17.168 and
$19.155 at December 31,2010 and 2009, rcspectivciy.

Property, plant and equipment

Plant assets represent the originai cost of land, buiidings and cquip-
ment, less dcprcciation, computcd under the straight—linc method over
the estimated useful lives of the assets, and are reviewed for impairmcnt
whenever events indicate the carrying value may not be recoverable.

Equipmcnt lives gcncraiiy range from three to 11 years, and build-
ings from 15 to 40 years.

Timber resources are stated at cost. Dcpiction is chargcd to oper-
ations based on the estimated number of units of timber cut during
the year.

Goodwill and other intangible assets

The Company evaluates its goodwiil for impairment at least annu-
aiiy, and more i:rcqucntiy if indicators ofimpairmcnt arc present. In
pcrforming the impairment test, the Company uses discounted future
cash flows to estimate the fair value of cach reporting unit giving con-
sideration to multipics 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 asscts, including goodwiii, there is no impairment. Otherwise, if
the carryingvaiuc of the reporting unit’s goodwiii exceeds the impiicd
fair value of that goodwiii, an impairment chargc is rccognizcd for the
excess. Purchased goodwiii is not amortized.

lntangibic assets are amortized, usuaiiy ona straignt—linc basis, over
their respective useful lives, which gcncraiiy range from three to 20
years. The Company cevaluates its intangibic assets for impairment
whenever indicators of impairment exist. The Company has no
intangiblcs with indefinite lives.

Income taxes

The Company providcs for income taxes using the assetand
iiabiiity method. Under this method, deferred tax assets and liabilities
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 the differences are
cxpcctcd o reverse.

Derivatives

The Company uses derivatives to mitigate the effect of fluctua-
tions in some of its raw material and energy costs, forcign 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 quantities cxpccted to be consumed in the
ordinary course of business. The Company may enter into commodity
futures or swaps to reduce the effect of price fluctuations. The Com-
pany may use forcign currency forward contracts and other risk man-
agement instruments to manage exposure to changes in forcign
currency cash flows and the translation of monetary assets and
liabilities on the Company’s consolidated financial statements. The
Company is cxposcd to interest-rate fluctuations as a result ofusing
debrasa source of financing forits opcrations. The Company may

from time to time use traditional, unieveraged Interest rate swaps to
adjust its mix of fixed and variable rate debr to manage its exposurc to
interest rate movements.

The Company records its derivatives as assets or liabilities on the
balance sheer at fair value using pubiished market prices or estimated
values based on current price quotes and a discounted cash flow model
to estimate the fair market value of derivarives. Changcs in the fair
value of derivatives are rccognizcd cither in net income or in other
comprchcnsive income, depending on the dcsignatcd purpose of the
derivative. It is the Company’s poiicy not to spccuiate in derivative
instruments.

Reportable segments

The Company identifics its rcportabic segments by cvaiuating the
level of detail reviewed by the chief opcrating decision maker, gross
proﬁt margins, nacure of products sold, nature of the production proc-
esses, type and class of customer, methods used to distribute product,
and nature of the rcguiatory environment. Of these factors, the
Company believes that the most significant are the nature of its prod—
ucts and the type of customers served.

Contingencies

Pursuant to U.S. GAAP for accounting for contingencics, accruals
for estimated losses are recorded at the time information becomes
available indicating that losses are probablc and that the amounts are
rcasonabiy estimable. Amounts so accrued are not discounted.

2. New accounting pronouncements

In June 2009, the Financial Accounting Standards Board issued
FASNo.168, “The FASB Accounting Standards Codification™ and
the Hierarchy of Generally Accepted Accounting Principles — a
replacement of FASB Statement No. 162.” This statement established
the FASB Accounting Standards Codification (the “Codification”) as
the source of authoritative U.S. gcncra”y acccptcd accounting princi-
ples (GAAP). This statement became effective for financial state-
ments issued for interim and annual pcriods cnding after
Scptcmbcr 15,2009, and as of the effective date, all existing accounting
standard documents were supcrscdcd. Accordingly, in all of its sub-
sequent pubiic fiiings the Company will reference the Codification as
the sole source of authoritative literature.

No significant new accounting guidancc became effective for the
Company during fiscal 2010. As of December 31,2010, there was no
issued guidancc pcnding tuture adoption thatis cxpcctcd to have a
significant impacton the Company’s financial statements when

adoptcd.

3. Acquisitions

The Company compietcd four acquisitions during 2010 atan
aggregate cost of $137,835 in cash. These acquisitions consisted of
Associated Packaging Technologies, Inc. (APT), a supplier of thermo-
formed containers to the frozen food industry, Madem Reels USA,
Inc.. a manufacturer of nailed wood and plywood recls for the wire and
cable industry, a small tube and core business in Canada, and a small
tube and core business in Greece. APT operates four manufacturing
facilities (two in the United States, one in Canada, and one in Ireland)



and employs more than 400 persons. The all-cash purchase price of
APT, including the cost ofpaying offvarious obligations, was
$119.968. The acquisition is expected to generate annualized sales of
approximatciy $150,000, which will be accounted for in the Compa-
ny’s Consumer Packaging segment. In conjunction with this acquis-
ition, the Company recorded net tangible asscts of $72,895,
identifiable incangjbles of $22.100 and goodwill of $24.973 (the
majority of which is cxpcctcd to be tax deductible). The all-cash pur-
chase price for Madem Reels was $10,714, pius contingent consid-
eration of $500, which is cxpcctcd to be paid in the first quarter of
2011. The Madem Reels acquisition is expected to gencrate annual-
ized sales of approximatciy $9,000, which will be accounted for in All
Other Sonoco. In conjunction with this acquisition, the Company
recorded net tangibic assets of $8,263 and identifiable intangibics of
$2451. The aggregate cost of the Canadian and Grecek tube and core
businesses was $7.153 in cash and they are expected to generate annual
sales ofapproximatciy $8,000 in the Tubes and Cores/Paper segment.
In conjunction with these acquisitions, the Company recorded
identifiable intangibics of $4,127 and other net tangible assets of
$3,026.

Acquisition-rclared costs of $1.909 were incurred in connection
with 2010 acquisitions. These costs, consisting primariiy of icgai and
profcssionai fees, are included in “Sciiing, gcncrai and administrative
expenses’ in the Company’s Consolidated Statements of Income.

The Company completed one acquisition during 2009 acan
aggregate cost 0f $5,004 in cash pius contingent consideration esti-
mated at $2,208. This acquisition consisted of the injection molded
plastics spools and reels assets and business of EconoReel Corporation
ofLogan, Utah, and additional manufacturing assets of Southern Reel,
asubsidiary of EconoReel. In conjunction with this acquisition, the
Company recorded identifiable intangibles of $3.250, goodwill of
$2,504, tangible asscts of $1,458, and a contingent purchase liability of
$2.208. Also in 2009, the Company recorded $500 of additional
goodwiii related to the payment oi.contingcnt consideration on its
2008 acquisition of Amtex Packaging, Inc.

The Company compictcd two acquisitions during 2008 atan
aggregate cost 0f $5,535 in cash - Amrex Packaging, Inc. a packaging
tulfillment company included in the Packaging Services segment, and
VoidForm International Ltd., a Canada-based construction tube busi-
ness included in the Tubes and Cores/Paper segment. In conjunction
with these acquisitions, the Company recorded identifiable intangibics
of $4.890, goodwill of $179, and other net tangible assets of $466.

The Company has accounted for these acquisitions as purchases
and, accordingly, has included their results ofopcrations in the
Company’s consolidated statements of net income from the
respective dates ofacquisitioni Pro forma results have not been pro-
vided, as the acquisitions were not material to the Company’s financial
statements individua]iy, orin the aggregate, in any singic year.

4. Restructuring and asset impairment

The Company has engagcd ina number of restructuring actions
over the past several years. Actions initiated in 2010,2009, 2008 and
2007 are reported as 2010 Actions,” 2009 Actions,” 2008 Actions”
and 2007 Actions,” respectively. The Company has two formal
restructuring pians that are still active, aithough both were substantiaiiy
complete at December 31,2010. These are reported as “Earlier
Actions.”

Foiiowing are the total restructuring and asset impairment chargcs,
net of adjustmcnts, rccognizcd by the Company during the pcriods
prcscntcd:

Year Ended December 31

2010 2009 2008
Restructuring-related charges:
2010 Actions $ 6,650 $ — 3 —
2009 Actions 4,201 28,629 —
2008 Actions 1,010 8218 38,235
2007 Actions 520 (10,739) 15,807
Earlier Actions (954) 693 3.368
Total restructuring-related
chargcs $11,427  $ 26801 $ 57410
Other asset impairments 12,572 — 42,651
Restructuring/ Asset
impairment chargcs $23,999 $26801 $100,061
Income tax benefit (9.295)  (8458)  (34,158)
Ec]uity method investments,
net of tax 671 908 —
Impact of Noncontroiiing
Interests, net of tax 139 3787 (4,102)
Total impact of Restructuring/
Assct impairment chargcs,
net of tax $15514  $ 23038 $ 61,801

Rcstructuring and assct impairment chargcs are included in
“Rcstructuring/ Assct impairment chargcs” in the Consolidated
Statements of Income, except for restructuring and asset impairment
chargcs related to equity method investments, which are included in
“Equity in carnings of affiliates, net of tax.”

The Company CXpeCts to recognize tuture additional costs total-
ing approximatciy $3,600 in connection with prcviousiy announced
restructuring actions. The Company believes thar the majority of these
chargcs will be incurred and paid by the end of 2011. The Company
continuaily evaluates its cost structure, inciuding its manuFacturing
capacity, and additional restructuring actions may be undertaken.
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2010 actions

During 2010, the Company initiated the consolidation of two
manufacturing operations in the Packaging Services segmentinto a
single facility aswell as the closures of two North American tube and
core plants and a North American molded plug manufacturing plant
(part of the Tubes and Cores/Paper segment). In addition, the Com-
pany continued to rcalign its cost structure resulting in the elimination
of 112 positions in 2010.

Belowisa summary 0f2010 Actions and related expenses by type
incurred and estimated to be incurred rhrough complction

Total  FEstimated
Incurred Total

2010 Actions to Date Cost
Severance and Termination Benefits

Tubes and Cores/Paper segment $2402  $2802

Consumer Packaging scgment 705 705

Packaging Services segment 1,555 1,555

All Other Sonoco 118 118

Corporate 36 36
Asset Impairment/Disposal of Assets

Tubes and Cores/Paper segment 889 889

Packaging Services segment (136) (136)

All Other Sonoco 369 369
Other Costs

Tubes and Cores/Paper segment 59 559

Consumer Packaging scgment 19 19

Packaging Services segment 333 483

All Other Sonoco 301 451
Total Charges and Adjustments $6,650 $7.850

The following table sets forth the activity in the 2010 Actions
restructuring accrual included in “Accrued expenses and other” on the
Company’s Consolidated Balance Sheets:

Severance Asset
and Impairment/

2010 Actions Termination  Disposal ~ Other
Accrual Activity Benefits of Assets  Costs Total
Liability, December 31,2009 $ - $ — $ —% —
2010 charges 4813 1.356 712 63881
Adjustments 3 (234) —  (231)
Cash reccipes/(payments) (3.523) 560 (654) (3.617)
Assctwrite downs/disposals — (1,682) — (1,682)
Foreign currency translation (11) — 1 (10)
Liability, December 31,2010 $ 1282 $ — $ 39 $1341

“Other Costs” consist primarily of lease termination costs and costs
related to plant closures induding the cost of equipment removal, util-
ities, plant sccuriry, property taxes and insurance. “Adjustrncnts” con-
sist primarily of gains on the sale of cquipment.

The Company expects to pay the majority of the remaining 2010
Actions restructuring costs by the end of 2011 using cash gencratcd
from operations.

2009 actions

During 2009, the Company closed a paper mill in the United
States and five tube and core plants - three in the United States, onc in
Europe, and one in Canada (all part of the Tubes and Cores/Paper
segment). The Company also closed two rigid paper packaging plants
in the United States (part of the Consumer Packaging segment), a ful-
fillment service center in Germany (part of the Packaging Services
segment), a molded plastics facility in the United States (part of All
Other Sonoco) and a wooden reel facility in the United States (part of
AllOther Sonoco). The Company also sold a small Canadian recov-
ered paper brokerage business with annual sales of approximately
$7,000 and continued to realign its fixed cost structure rcsulting in the
climination of approximately 225 positions in 2009.

Belowisa summary 0f2009 Actions and related expenses by type
incurred and estimated to be incurred rhrough the end of the
restructuring initiative.

Year Ended Total  Estimated
December3L,_ pyoypred — Total
2009 Actions 2010 2009 10 Date Cost
Severance and Termination
Benetits
Tubes and Cores/Paper
segment $ 1,683 $13525 $15208  $15.208
Consumer Packaging
segment 310 2045 2,355 2,355
Packaging Services segment 50 1432 1,482 1,482
All Other Sonoco 195 1238 1,433 1,433
Corporate 262 665 927 927
Asset Impairment/Disposal of
Assets
Tubes and Cores/Paper
segment (2264) 6383 4119 4119
Consumer Packaging
segment 20 556 576 576
Packaging Services scgment — 7 7 7
All Other Sonoco 2 303 305 305
Other Costs
Tubes and Cores/Paper
segment 2,869 1916 4785 5585
Consumer l’ackaging
segment 746 79 825 1,300
Packaging Services segment 180 145 325 325
All Other Sonoco 148 335 483 483
Total Chargesand
Adjustments $ 4201 $28629 $32830  $34,105




The following 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 I mpairment/
2009 Actions Termination Dz’y[)om/ Other
Accrual Activity Benefits of Assets  Costs Total
Liability, December 31,

2008 $ — $ - $ -3 —
2009 charges 19,180 8025 2475 29680
Adjustments (275) (776) —  (1,051)
Cash reccipes/(payments) (10,227) 2775 (2467) (9919)
Assctwrite downs/disposals — (10,024) — (10,024)
Foreign currency translation 147 — 3 150
Liability, December 31,

2009 $ 8825 $ — $ 11'$ 8836
2010 charges 1,336 420 3943 5,699
Adjustments 1,164 (2,662) —  (1,498)
Cash receipts/(payments) (6,603) 4885 (3954) (5.672)
Asset write downs/disposals — (2,643) —  (2643)
Forcign currency translation (26) — — (26)
Liability, December 31,

2010 $ 469 $ — $  —$ 469

During 2010, procccds of $4,621 were received from the sale of the
land and bui[ding associated with a former tube and core manufactur-
ing facility in Europc that had been closed in 2009. A gain of $2,172
was rccognizcd on the sale and is reflected under “Adjustmcnts” in the
table above. Additionally, adjustmcnts totaling $1,164 were made in
2010 to the estimated severance chargcs that had been rccognizcd late
in 2009.

During 2009, procccds of $2,775 were received from the disposal
ofa Canadian recovered paper brokerage business. The net book value
of property, plant and equipment written off against the sales proceeds
totaled $125. Also written off was associated goodwill mtaling $1,643.
The resulting gain of $1,007 is included under 2009 charges” in the
table above.

The Company expects to pay the majority of the remaining 2009
Actions restructuring costs by the end of 2011 using cash gcncratcd

from operations.

2008 actions

During 2008, the Company initiated the following closuresin its
Tubesand Cores/ Papcr segment: ten tube and core plams, 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 scructure result-
ing in the permanent climination of approximatcly 125 salaried posi-

tions.

Belowisa summary 0f2008 Actions and related expenses by type
incurred and estimated to be incurred through the end of the

restructuring initiative.

Year Ended Total  Estimated
December 31, Incurred — Total
2008 Actions 2010 2009 2008  to Date Cost
Severance and
Termination Benefits
Tubes and Cores/
Paper segment $ (32) $3036 $ 8221 $11225 $11225
Consumer Packaging
segment 5 (375 4102 3732 3732
Packaging Services
segment (12) 87 1,368 1,443 1443
All Other Sonoco (25) — 563 538 538
Corporate 14 106 1,734 1,854 1,854
Assct Impairment/
Disposal of Assets
Tubes and Cores/
Paper segment (437) 5710949 10569 10,569
Consumer Packaging
segment — 126 4,706 4832 4832
Packaging Services
segment —  (365) 365 — —
Other Costs
Tubes and Cores/
Paper segment 1,360 4606 5245 11211 12,136
Consumer Packaging
segment 137 925 974 2,036 2,036
Corporate — 15 8 23 23
Total Chargesand
Adjustments $1,010 $8218 $38235 $47463  $48388
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The following 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,

2008 $ 11,893 s — $ 357 $12250
2009 charges 3226 792 5649 9667
Adjustments (372) (974) (103)  (1,449)
Cash receipts/(payments) (12,692) 1,149 (4242) (15785)
ASSCt write dOVVnS/

disposals — (967) — (967)

Foreign currency
translation 185 — (6) 179

Pension curtailment/

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

2009 $ 2240 $ — $ 7148% 2954
2010 charges 7 — 1,730 1,817
Adjustments (137) (437) (233)  (807)
Cash receipts/(payments) (1,926) 97 (1,958)  (3,787)

Asset write downs/
disposals — 340 — 340

Forcign currency

translation (36) — (3) (39)
Liability, December 31,
2010 $ 228 $ — $ 250% 478

“Other Costs” in 2010 consist primarily of costs related to plant
closures including the cost of cquipment removal, utilities, plant secu-
rity, property taxes and insurance. “Adjustmcnts” in 2010 consist pri-
marily of gains on the sale of cquipment.

“Other Costs” in 2009 consist primarily of costs related to plant
closures and scttlement charges ot $941 related to a defined benefit
pension plan maintained for the liourly union cmployecs of the Cana-
dian paper mill. “Adjustments”in 2009 reflect a $974 gain from the sale
ofa building atatube and core operation in Canada for which the
Company reccived proceeds of $1,149.

The Company expects to pay the majority of the remaining 2008
Actions restructuring costs by the end of2011 using cash gencratcd
from operations.

2007 actions

In 2007, the Company initiated the closures of the following oper-
ations: a metal ends plant in Brazil (Consumer Packaging segment), a
rigid packaging plant in the United States (part of the Consumer
Packaging scgment), 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 0f 2007 Actions and related expenses incurred,

and cstimatcd to bC incurrcd, lDy scgmcnt through thC Cl"ld Ol:tllC

restructuring initiative.

Total  Estimated
Year Ended December 31, Incwrred  Total

2007 Actions 2010 2009 2008  to Date Cost
Tubes and Cores/Paper

segment $430 $(10881) $ 6,667 $(2636) $(2536)
Consumer Packaging

segment 90 149 8931 26665 26,665
Packaging Services

segment — ) 270 397 397
All Other Sonoco — — (61) 800 800
Total Charges and

Adjustments $520 $(10,739) $15807 $25226  $25,326

Sales procccds of $14,671, net of commissions, were received in
December 2008 related to the sale of the Company’s paper millin
China. At the time these procccds were reccived, the book value of
property, plant and cquipment and land use riglits (an intangiblc assct)
was writcen off. The remaining sales procccds totaling $11211 were
received dui‘ing 2009, che full amount of which was reflected as a net
gain upon receipt. At the time of the sale, the Company believed col-
lcctil)ility was uncertain; tlicrcforc, procccds from this transaction were
recorded on a cash basis and gains 1'ccognizcd only to the extent that
cash collected exceeded the book value of the assets sold.

The accrual for 2007 Actions totaled $40 and $45 as of
December 31,2010 and 2009, rcspcctivcly. The Company €XPECts to
pay the majority of the remaining 2007 Actions restructuring costs
during 2011 using cash gcncratcd from operations.

During the years ended December 31,2010, 2009 and 2008, the
Company also recorded noncash, after-tax offsets in the amounts of
$(139),$(3,805),and $2.971, rcspcctivcly, to reflect the impact of the
noncontrolling interest holder’s portion of gains and losses associated
with the sale of the paper mill in China discussed above. The Company
also recorded noncash, after-tax offsets in the amounts of $0, $18, and
$1,131, to reflect the impact of another noncontrolling interest hold-
er’s portion of restructuring costs chargcd to expense during the years

ended December 31,2010, 2009 and 2008, rcspcctivcly.

Earlier actions

Earlier Actions are comprised of two formal restructuring plans,
the 2006 Plan and the 2003 Plan, both of which included a number of
plant closures and workforce reductions. During 2010, the Company
completed the sale of the land and buildings associated with a former
paper mill in France rcsulting in the recognition ofa$1204 gain. This
gain, which partially offsets asset impairmcnt chargcs rccognizcd in
2006 when the decision was made to close the facility, isincluded in
“Restructuring/ Asset impairment chargcs“ in the Company’s Con-
solidated Statements of Income. At December 31,2010, the remain-
ing restructuring accrual for Earlier Actions was $463. The accrual,
included in “Accrued expenses and other” on the Company’s Con-
solidated Balance Shee, relates primarily toa building lease termi-
nation. The Company expects to recognize future pretax charges of
approximatcly $100 associated with Earlier Actions, and expects both
the liability and the future costs to be ﬁilly paid by the end of 2012

LlSiI]g CELSl’l gcncratcd from OPCI'aEi()HS.



Other asset impairments

In addition to the restructuring ciiarges discussed above, the
Company recordeda pretax asset impairment charge of $12,572in
2010 as a result of norification from a iarge customer that the Compa~
ny’s contract to provide certain packaging would not be renewed in its
entirety. The expected loss of business caused the Company to con-
clude that certain affected assets in its Consumer Packaging segment
had been impaired.

In 2008, the Company recorded a pretax charge totaling $42.651,
to record the impairment of a subordinated note receivable and pre-
ferred equity interest received in 2003 as part of the sale of its High
Density Film business. The buyer fileda petition for relicfunder
Chapter 11 with the United States Bankruptey Court for the District
of Delaware that included a pian of reorganization, which was sub-
sequentiy approved by the court. As part of the pian of reorganization,
the Company’s preferred cquity interest and its subordinated note
receivable were extinguished with no recovery by the Company.

These other asset impairment charges arcincluded in
“Restructuring/ Assctimpairment charges” in the Company’s Con-
solidated Statements of Income.

5. Cash and cash equivalents

At December 31,2010 and 2009, outstanding checks totaling
$21,589 and $21,069, respectively, were included in “Payabie to suppii—
ers on the Company’s Consolidated Balance Sheets. In addition, out-
standing payroll checks of $781 and $1.372 as of December 31,2010
and 2009, respectiveiy, were included in “Accrued wages and other
compensation” on the Company’s Consolidated Balance Sheets.

The Company uses a notional pooiing arrangement with an inter-
national bank to heip manage gioi)ai iiquidity requirements. Under this
pooiing arrangement, the Company and its participating subsidiaries
may maintain cither cash deposit or borrowing positions tiirougii local
currency accounts with the bank, so iong as the aggregate position of
the giobai pooi isa notionaiiy calculated net cash deposit. Becausc it
maintains a security interest in the cash deposits, and has the right to
offset the cash deposits against the borrowings, the bank provides the
Company and its participating subsidiarics favorable interest terms on
both. The Company’s Consolidated Balance Sheers reflectanet cash
deposit under this pooiing arrangement of $8,877 and $7,061 as of
December 31,2010 and 2009, respectiveiy,

6. Property, plant and equipment
Dctaiis OftilC Company’s property, piant and equipment at

Dccembcr 31 arcas [:OiiOWSZ

2010 2009

Land $ 71663 S 74281
Timber resources 39,629 39,348
Buildings 428,807 429,360
Machinery and equipment 2,430,514 2343117
Construction in progress 94,291 54221

3,064,904 2940327
Accumulated depreciation and depletion (2,120,768)  (2,013498)
Property, plant and equipment, net $ 944,136 $ 926829

Estimated costs for compietion of capitaJ additions under con-
struction totaled approximateiy $67,000 at December 31, 2010.

Depreciation and depletion expense amounted to $156,529 in
2010,$161,180 in 2009 and $170,032 in 2008.

The Company has certain propertics and cquipment that are
leased under noncancelable operating leases. Future minimum rentals
under noncancelable operating leases with terms of more than one
year are as follows: 2011 - $34,000; 2012 - $28,500; 2013 - $20,000;
2014-$11,700; 2015 - $8.200 and thereafrer — $12,000. Toral rental
expense under operating leases was approximately $49,500 in 2010,

$50,100in 2009 and $52,900 in 2008.

7. Goodwill and other intangible assets
Goodwill

The changes in the carryingamount of goodwiii for the year ended
December 31,2010, are as follows:

Tubes and
Cores  Consumer Pm‘kzzgmg All
/Paper Pdckagz'ﬂg Services  Other

Segment  Segment  Segment  Sonoco  Total

Balance as of

January 1,2010 $236875  $357,798 $150,082 $68,775 $813,530
Goodwill on

acquisitions — 24973 — — 24973
Orher (216) — — — (216)
Foreign currency

translation (5,022) 6613 — (130) 1461

Balance as of
December 31,
2010

$231,637 $389.384 $150,082 $68645 $839.748

The Company recorded $24,973 of goodwill in 2010 in con-
nection with its acquisition of the thermoformed container business of
Associated Packaging Technologies, Inc.

“Other” consists oFgoodwiii associated with a small Chilean tube
and core business that was contributed to a new joint venture in 2010.
The Company accounts forits 19.5% ownership in the new joint ven-
ture under the cost method.

The Company completed its most recent annual goodwill impair-
ment testing during the third quarter 0f2010. Based on the results of
this evaluation, the Company concluded that there was no impairment
of goodwill for any ofits reporting units. For 2010 testing purposes, the
fair values of the Company’s reporting units were estimated based on
projections of future years’ operating results and associated cash flows,
togcthcr with comparabie trading and transaction muitipicsr The
Company’s projections incorporatcd managcmcnt’s expectations for
future growth and, where appiicabie, improved opcrating margins.
Should such growth and/or margin improvement not materialize as
projectcd, orifthe Company’s assessments of the relevant facts and
circumstances changc, noncash impairment chargcs may be rcquired.
Reporting units with significant goodwiii whose results need to show
improvement included Tubes & Cores/Paper — Europe, Matrix
Packaging, Flexible Packaging, Packaging Services, and Rigid Paper

Containers — Australia/New Zcaland. Total goodwiii associated with
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these reporting units was approximately $102,000, $130,000, $94,000,
$150,000, and $6,000, respectively at December 31,2010.

Other intangible assets
Details at December 31 are as follows:

2010 2009

Other Intangible Assets, Gross:

Patents $ 2264 $ 2592

Customer lists 180,673 161,007

Land usc rights 354 340

Supply agreements 1,000 1,000

Other 16,409 7,830
Orther Intangible Assets, Gross $200,700  $172,769

Accumulated Amortization

Other lntangible Assets, Net

$(70,300) $(57.725)
$130,400  $115,044

The Company recorded $28,678 of identifiable intangibles in
connection with 2010 acquisitions. Of this total, $19,882 related to
customer lists and $8.796 related to other intangible assets, primarily
proprictary technology, as well as trademarks, a patencand a
non-compete agreement. The customer lists will be amortized overa
period of12to0 15 years while the other intangible assets will be amor-
tized over lives ranging from three to 10 years.

Aggregate amortization expense on intangible asscts was $13,136,
$12,407 and $13,002 for the years ended December 31,2010, 2009
and 2008, respectively. Amortization expense on intangible assets is
expected to approximate $14,300 in 2011, $13.700 in 2012, $13,400 in
2013,$13,100in 2014 and $11,800in 2015.

8. Debt

Debrtat December 31 was as follows:

2010 2009

Commercial paper, average rate ot 0.32%in

2010 and 0.67%in 2009 $ 30,000 $ 0

6.75% debentures due November 2010 — 99,986
6.5% debentures due November 2013 119937 248984
5.625% debentures due November 2016 75,057 149,537
9.2% debentures due Auguse 2021 4,321 41,305
5.75% debentures due November 2040 350,783 —
Foreign denominated debt, average rate of

8.4%in 2010 and 9.4% in 2009 27,760 27,229
Other notes 13,032 13,755
Total debe 620,890 580,796
Less current portion and short-term notes 16949 118053
Long-term debe $603,941 $462743

The Company currently operates a $350,000 commercial paper
program, supported l)y a committed bank credit facility of the same
amount. On October 18,2010, the Company entered into an
amended and restated credit agreement for that facility witha syndi-

cate ofeight banks. The new $350,000 bank credit facility is commit-

ted through October 2015, and replaces asimilar facility established on
May 3,2006. If circumstances were to prevent the Company from
issuing commercial paper, it has the contractual right to draw funds
directly on the underlying bank credit facility. Outstanding commer-
cial paper, a component of the Company’s long-term debr, totaled
$30,000 at December 31, 2010.

Under Internal Revenue Service rules, U.S. corporations may bor-
row funds from foreign subsidiaries for up to 30 days without
unfavorable tax consequences. In 2008, this rule was temporarily
amended to extend the period allowed to 60 days. Beginning January 1,
2011, this temporary extension will no longer apply to the Company.
Atvarious times throughout 2010 and 2009, including cach year end,
the Company utilized this rule to access offshore cash in lieu of issuing
commercial paper. Amounts outstanding under the rule ac
December 31,2010 and 2009 were $100,000 and $10,000, respectively.
These short-term lending arrangements were subsequently setded
within the 60 day provision, resulting in equivalent increases in com-
mercial paper outstanding and cash on hand. Depending onits imme-
diate offshore cash needs, the Company may choose to access such
funds again in the future as allowed under the rule.

In November 2010, the Company issued through a public offering
$350,000 of 5.75% debentures due November 2040. The offering was
made pursuant to an effective shell.registration statement.

Concurrent with the offering, the Company commenced cash
tender offers to purchase a portion ofits ourstanding 6.5%, 5.625% and
9.2% debentures. Upon expiration of the tenders, the Company
repurchased 52.93% of its outstanding 6.5% notes, 49.83% of its out-
standing 5.625% notes, and 89.54% ofits outstanding 9.2% notes fora
total cash cost of $293.277, as shown in the table below:

Premium
and
Prim‘z'[m/ Other Total Cash
Amount Amounts Paid 1o
Tendered Paid Bondholders
6.5% debentures due
November 2013 $ 132330 $ 21,035 $ 153365
5.625% debentures due
November 2016 74,750 12,712 87,462
9.2% debentures due
August 2021 36,984 15,466 52,450
Toral $ 244064 $ 49213 $ 293277

In conjunction with the tenders, the Company wrote off a propor-
tional share of unamortized gains/losscs on termination of interest rate
swaps, unamortized bond issuance costs, and unamortized original
issue discounts associated with each of the debentures tendered. The
write offs resulted in a net noncash credic of $(1,271), which combined
with premium and other amounts of $49.213 paid to bondholders, and
other cash costs of the tender totaling $675, resulted ina pretax loss
from the carly extinguishment of debein 2010 totaling $48,617.

Proceeds from the 5.75% debentures, togctlacr with cash on hand,
were used to fund the tenders and the repayment ofits 6.75%
debentures upon their maturity in November 2010.



At December 31,2010, the Company had approximately
$128,000 available under unused short-term lines of credit. These
short-term lines of credit are for genera] Company purposcs, with
interest at mutuaJiy agrecd«upon rates.

Certain of the Company’s debt agreements impose restrictions
with respect to the maintenance of financial ratios and the disposition
ofassets. The most restrictive covenant currentiy requires the Com-
pany to maintain a minimum level of interest coverage, and a mini-
mum level of net worth, as defined. As of December 31,2010, the
Company had substantial tolerance above the minimum levels
rcquircd under these covenants.

The principaJ requirements of debr maturing in the next five years
are: 2011 - $16,949; 2012 - $2,109; 2013 - $134,165; 2014 - $1,775
and 2015 - $31,772.

9. Financial instruments and derivatives

The foiiowing table sets forth the carrying amounts and fair values
of the Company’s signii‘icant financial instruments where the carrying
amount differs from the fair value.

December 31,2010 December 31, 2009

Carrying Fair Carrying Fair
Amount Value Amount Value
Long-term debt  $603941 $624786  $462.743  $473573

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

Cash flow hedges

At December 31,2010 and 2009, the Company had derivative
financial instruments outstanding to hcdgc anticipatcd 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 31,2010, natural gas swaps covering approximately
6.0 million MMBTUs were outstanding, These contracts represent
approximatcly 70% and 50% of anticipated U.S. and Canadian usage
for2011 and 2012 respcctivciy. Additionally, the Company had swap
contracts covering 4528 metric tons of aluminum representing
approximatcly 36%and 3% of anticipated usage for2011and 2012,
respectively, and 51,600 short tons of old corrugated containers
(OCC) representing approximately 4% of anticipated usage for 2011.
The fair values of the Company’s commodity cash flow hcdgcs were in
loss positions totaling $12,421 and $8, 294 at December 31,2010 and
2009, respectively.

Foreign currency cash flow hedges

The Company has entered into forward contracts to hcdgc certain
anticipated forcign currency denominated sales and purchascs fore-
casted to occurin 2011, At December 31,2010, the net position of
these contracts was to purchasc approximatciy 635 million Canadian
dollars, 1.3 million British pounds, 2.4 million curos, 10.1 billion
Colombian pesos and 204.7 million Mexican pesos and to sell approx-
imately 5.2 million Australian dollars, 2.9 million New Zealand dollars,
12.1 million Maiaysian ringgits, 12.1 billion Indonesian rupiah,
116.8 million Thailand baht, and 51.3 million Russian roubles. The fair
value of these forcign currency cash flow hcdges was $229 at
December 31,2010. The fair value of forcign currency cash flow
hedges ac December 31,2009 was $721.

Interest rate cash flow hedge

During September and October 0f2010, the Company entered
into derivative financial instruments with a total notional amount of
$150,000 to lock the treasury component of the interest rate ona por-
tion of the contcmpiatcd debt issuance that occurred in November
2010. On October 25,2010, the derivatives were terminated con-
current with the pricing of the related debrissuance, and the Company
received a cash payment of $3,540. This gain was reclassified from
Accumulated other comprchcnsivc loss and netted against the carry-
ing value of the bonds issued. This gain will be amortized over the life
of the bonds and netted agaINST iNterest Costs.

Fair value hedges

During 2009, the Company entered into an interest rate derivative
to swap $150,000 notional value ofits 6.5% debentures due November
2013to0a ﬂoating rate. On September 21,2010, the swap was scetled
prior to maturity and the Company reccived a cash payment of $3,939.
The related fair-value adjustmcnt reflected as an increase in the carry-
ing value of the bonds that was recorded in conjunction with this
hedge was $5.616. A portion of these bonds was retired carly during
the fourth quarter in conjunction with the Company’s tender offer.
The remaining unamortized fair-value adjustment at December 31,
2010, was $2,422 and will be amortized over the life of the bonds and

neteed against interest Costs.

Other derivatives

The Company routinely enters into forward contracts or SWaps to
cconomically hedge the currency exposure oiiintercompany debtand
existing forcign currency denominated receivables and payabics. The
Company does notapply hedge accounting treatment under ASC
815 for these instruments. As such, changesin fair value are recorded
directiy to income and expense in the pcriods that thcy occur. At
December 31,2010, the net position of these contracts, all of which
were short term, was to purchasc 4.6 million Canadian dollars,
1.0 million British pounds, 33.0 million curos, and 2.6 billion
Colombian pesos. The fair value of these derivatives was $60 at
December 31,2010. At December 31,2009 the fair value of such

derivatives was $795.
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The Company has determined all hedges tobe highly effective and as a result only immaterial ineffectiveness has been recorded during the

periods prescnted

The following table sets forth the location and fair values of the Company’s derivative instruments at December 31,2010:

Description Balance Sheet Location Fair Value
Derivatives designatcd as hedging instruments:
Commodity Contracts Other Current Assets $ 429
Commodity Contracts Other Long Term Assets $ 79
Commodity Contracts Other Current Liabilities $(10,344)
Commodity Contracts Other Long Term Liabilities $ (2,585)
Foreign Exchangc Contracts Other Current Assets $ 554
Foreign Exchange Contracts Other Current Liabilicies $ (325)
Derivatives not dcsignatcd as hcdging instruments:
Foreign Exchangc Contracts Other Current Assets $ 110
Foreign Exchange Contracts Other Current Liabilicies $ (50)

ThC fo”owing table scts fOI‘th tl’lC Cf{CCt OfthC Company’s dcrivative instruments on financial PCI‘{OI‘[’H&HCC fOI‘ EhC tWC[VC months CndCd

December 31,2010:

Location of Gainor — Amount of Gain
(Loss) Reclassified or (Loss) Location of Gainor - Amount of Gain or
Amount of Gain or rom Reclassified from  (Loss) Recognized in - (Loss) Recognized
(Loss) Recognized in - Accumudated OCI— Accumudated OCI Income on in lncome on
OCI on Derivative Into Income Into Income Derivative Derivative
Description (Effective Portion) (Effective Portion)  (Effective Portion)  (Ineffective Portion)  (Ineffective Portion)
Derivatives in Cash Flow Hedging
Relationships:
Forcign Exchange Contracts $ 2,098 Net sales $ 3756 Net sales $ (1)
Cost of sales $(1,165) Cost of sales $ —
Commodity Contracts $(11,552) Cost of sales $(7,445) Cost of sales $(255)
Fairvalue hcdgc derivatives:
Interest Rate Swap Interest expense $(121)
Location of Gain or
(Loss) Recognized in Gainor (Loss)
Income Statement Recognized
Derivatives not designated as
hcdging instruments:
Foreign Exchange Contracts Cost of sales $ 36
Selling, gencral and
administrative $ 40



ThC following tablc scts forth tl’lC CH:CCK OFEhC Company’s derivative instruments on financial performancc for thC tWClVC months endcd

December 31,2009:

Amount of Gain
Location of Gain or or (Loss) Location of Gain o Amount of Gain or
Amount of Gainor  (Loss) Rfc/dsx]zﬁfd Reclassified from  (Loss) Recognized  (Loss) Recognized
(Loss) Ra‘ogmzm] n fmm Accumudated — Accumulated OCI in Income on in ncome on
OCI on Derivative OCI Into Income Into Income Derivative Derivative
Description (Effective Portion) (Effective Portion)  (Effective Portion)  (Ineffective Portion)  (Ineffective Portion)
Derivatives in Cash Flow Hedging
Relationships:
Forcign Exchange Contracts $ 3538 Net sales $ 5201 Net sales $ —
Cost of sales $ (3.297) Cost of sales $ —
Commodity Contracts $(13,679) Cost of sales $(25,462) Cost of sales $328
Fair value hedge derivatives:
Interest Rate Swap Interest expense $(75)
Location r)f Gainor
(Loss) Recognized in Gain or (Loss)
Income Statement Recognized
Derivatives not dcsignatcd as
hcdging instruments:
Foreign Exchange Contracts Cost of sales $ 541
Selling, general and
administrative $ 717
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10. Fair value measurements

The following tables st forth information rcgarding the Company’s financial assets and financial liabilities that are measured at fair value at
December 31,2010 and 2009. The Company does not currcntly have any nonfinancial assets or liabilities that are recognizcd or disclosed at fair
value ona recurring basis.

The Company’s pension plan asscts comprise more than 98% of its total postretirement benefic plan assets. The assets of the Company’s vari-
ous pension plans and retiree health and life insurance plans are largcly invested in the same funds and investments and in similar proportions and,
as such, are not shown scparatcly, but are combined in the tables below. Postretirement benefit plan assets are netted against postretirement bene-
fic obligations to determine the funded status of cach plan. The funded status is recognized in the Company’s Consolidated Balance Sheets as
shown in Note 12.

Fair Value Measurements at Reporting Date Using

Quoted
Market Prices in Signi icant
Active Market Other Szgngﬁcmzz‘
fbr Identical Observable — Unobservable
December 31, Assets/Liabilities Inputs Inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Asscts:
Derivatives s LI172 $ — $ 1172 $ -
Deferred Compensation Plan Asscts 2236 2236 — -
Postretirement Benefit Plan Assets:
Mutual Funds @ 837816 — 837816 —
Common Stocks 118,844 118,844 — —
Short-Term Investments () 7958 — 7958 —
Hedge Fund of Funds (© 59913 — — 59913
Real Estate (4) 36970 — — 36970
Cash and Accrued Income 1,388 1,388 — —
Forward Contracts 535 — 535 —
Total Postretirement Benefit Plan Assets $1,063,424 $120,232 $846,309 $96,883
Liabilities:
Derivarives $ 13304 $ — $ 13,304 5 —
@ Mutual fund investments are compriscd prcdominantly of cquity securitics of US. corporations with largc capitalizations. This category also includes funds invested in corpo-

rate equities in international and emerging markets and funds invested in long-term domestic bonds.
(o) This category includes several money market funds used for managing overall liquidity.
This category includes investments in a number of funds representing a variety of strategics intended to di\'crsil"_y risks and reduce volatility. Itincludes event-driven creditand
equity investments targctcd at cconomic policy decisions, long and short positionsin U.S. and international equitics, arbitragc investments, and emerging market equity invest-
ments.

(d This category includes funds invested in real estate (including office, industrial, residential, and rct:ul) primarily thmughout the United States.
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Fair Value Measurements at Reporting Date Using

Quotm’ Market
Prices in Active Szgzzﬁaw[
Market fbr Orther Signij cant
Identical Observable  Unobservable
December 31, Assets/Liabilities Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Asscts:
Derivatives $ 3787 $ — s 3787 $ -
Deferred Compensation Plan Asscts 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 —
Hcdgc Fund of Funds () 37270 — — 37.270
Real Estate (4) 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) —
Toral Postretirement Benefit Plan Assets $1,006,263 $105,729 $830,572 $69.962
Liabilicies:
Derivatives $ 11113 $ — $ 11,113 $ -

@ Mutual fund investments are comprised predominanely 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—tei’m domestic bonds.

() This category includes several moncy market funds used for managing overall liquidit_y.

(@ This category includes investments in a number of funds representing a variety of strategics intended to diversify risks and reduce volatility. It includes event-driven credic and
equity investments tai’geted at economic policy decisions, long and short positionsin US. and international cquities, arbitragc investments, and emerging market cquity invest-
ments.

@ This category includes funds invested in real estate (including office, industrial, residential, and retail) primarily throughout the United States.

The foliowing table sets forth information summarizing the changes in fair value of the Company’s Level 3 assets for the year ended

December 31,2010.

Gain/(Loss)  Gain/(Loss) — Foreign

Dec 31, on Assets on Assets Currency Dec 31,
2009 Purchases Sales Sold Held Translation 2010
Level 3 Assets:
Hedge Fund of Funds $ 37270 $ 50000 $(26267)  $(1,090) $ — $ — $ 59913
Real Estate 32,624 — — — 4015 331 36,970
Guaranteed Investment Contracts 68 — (68) — — — —
Total Level 3 Assets $ 69962 $ 50,000 $(26335)  $(1,090) $4,015 $331 $ 96,883

The foliowing table sets forth information summarizing the changes in fair value of the Company’s Level 3 assets for the year ended

December 31,2009.

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  $(35,605) $(709) $ 1,665 $ — $ 37270
Real Estate 44,056 319 (416) 155 (11,890) 400 32,624
Guaranteed Investment Contracts 74 3 9) — — — 68
Total Level 3 Assets $ 80444 $ 35927  $(36,030) $(554) $(10,225) $400 $ 69,962
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The fair value of Level 3 real estate investments is determined by
the fund sponsor using indepcndcnt appraisers to value the undcrlying
propertics onan annual basis (at a minimum). The property valuations
and the key valuation-sensitive assumptions are reviewed by the fund
sponsor and adjustecl if there has been a significant changc in circum-
stances related to the property since the last valuation. Fair value
measurements of investments in the hedgc fund of funds employ
combinations of the market, income, and cost approach, dcpcnding
upon the nature of the unclcrlying investments. Level 3 assets com-
priscd approximately 9.1% and 7.0% of the Company’s total
postretirement benefic plan assets ac December 31,2010 and 2009,
rcspcctivcly. Thcy are utilized in order to providc an additional meas-
ure of diversification and are not considered a critical part of the
Company’s overall investment strategy.

Asdiscussed in Note 9, the Company uses derivatives to mitigate
the effect of raw material and energy cost fluctuations, forcign 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 publishcd market
prices or estimated based on observable inputs such as interest rates,
yield curves, spot and future commodity prices and spot and future
cxchangc rates.

Certain deferred compensation plan liabilities are funded and the
assets invested in various cxchange traded murtual funds. These assets
are measured using quotcd prices in accessible active markets for
identical assets.

11. Stock-based compensation plans

The Company providcs share-based compensation to certain ofits
cmployccs and non—employcc 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 setat 8,500,000 shares, subject to certain
adjustmcnts, which includes all awards that were grantccl, forfeited or
expired during 2008 under all previous plans. At December 31,2010, a
total of 4,634,268 shares remain available for future grant under the
2008 Plan. After the effective date of the 2008 Plan, no awards may be
grantcd 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
rcpurchased shares to replacc 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—employcc directors
have not been material.

Accounting for share-based compensation

For stock appreciation rights grantcd to rctircc-cligihlc cmployccs,
the service complction date is assumed to be the grant dare; therefore,
expense associated with share-based compensation to these cmployccs
is rccognizcd at that time.

Total compensation cost for share-based payment arrangements
was $15.804, $8.616 and $4.177, for 2010, 2009 and 2008, respectively.
The related tax benefit recognized in net income was $5.936,$3,254
and $1,550, for the same years, rcspcctivcly. Share-based compensation
expensc is included in “Sclling, gcncral and administrative cxpcnscs” 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 rccognizcd in
income. The excess tax benefit is not rccognizcd on the income
statement, but rather on the balance sheet as “Capital in excess of
stated value.” The additional net excess tax benefit realized was $4,209,

$781 and $709 for 2010, 2009 and 2008, respectively.

Stock appreciation rights (SARs) and stock
options

The Company typically grants stock appreciation rights annually
onadiscretionary basis to its key employees. Prior to 2006, options
were granted at markert (had an exercise price equal to the closing
market price on the date of grant), had 10-year terms and vested over
one year, except for the options grantcd in 2005, which vested
immcdiatclyi In 2006, the Company hcgan to grant stock appreciation
rights (SARs) instead of stock options. SARs are granted at market,
vest over one year, have seven-year terms and can be seetded only in
stock. Both stock options and SARs are exercisable upon vesting, On
February 10,2010 and September 17,2010, the Company granted to
employees 686,100 and 17,000 stock-scetded SARS, net of forfeitures,
respectively. All SARs were granted at the closing market prices on the
dates of grant. As of December 31,2010, there was $238 of total
unrecognized compensation cost related to nonvested SARs. This
cost will be rccognizcd over the remaining weightcd—avcragc vesting
pcriod, which is approximately two months.

The weighted-average fair value of SARs granted was $6.30, $4.21
and $4.36 per share in 2010, 2009 and 2008, respectively. The Com-
pany computed the estimated fair values of all SARs using the bino-
mial option-pricing model applying the assumptions set forth in the

following table:

2010 2009 2008
Expcctcd dividend yield 3.8% 46% 3.6%
Expcctcd stock price volatility 333%  294%  22.1%
Risk-free interest rate 2.4% 1.9% 2.7%
Expected life of SARs 4years  4years  4years




The assumptions employed in the calculation of the fair value of
SARs were determined as follows:

« Expected dividend yield - the Company’s annual dividend div-
ided by the stock price at the time ol.grant.

. Expectcd stock price volatility — based on historical volatility of
the Company’s common stock measured weckly foratime
period cqual to the cxpected life.

o Risk-frec interest rate — based on U.S. Treasury yields in effect at
the time of grant for maturitics cqual to the expccted life.

. Expectcd life - calculated using the simpliﬁcd method as pre-
scribedin U.S. GAAP, where the expected life is cqual 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 exercisable at December 31,2010. At
December 31,2010, the fair market value of the Company’s stock used

to calculate intrinsic value was $33.67 per share.

Options and SARs Vested and Ex/m'lc’{/ 1o Vest

Weighted-
average Weighted-
Range of ! Number Remaining average Aggregate
Exercise Prices Outstanding ~ Contractual Life  Exercise Price  Intrinsic Value
$1995-82495 1660144 35yecars $23.09 $17,556
$25.13-$2893 1925759 2.5 years $27.03 $12,789
$29.30-$43.83 1,783,004 3.2 years $33.58 $ 2,741
$19.95-$4383 5368907 3.0 years $28.01 $33,086
Options and SARs Exercisable
Weighted-
average Weighted-
Range (f : Number Remaining average Aggregate
FExercise Prices Exercisable Contractual Life  Exercise Price  Intrinsic Value
$19.95-$2495 1,660,144 35 years $23.09 $17,556
$25.13-$2893 1,240,559 1.1 years $26.22 $ 9233
$29.30-$43.83 1,783,004 3.2 years $33.58 $ 2741
$19.95-$4383 4683707 2.3 ycars $27.92 $29.523

The activity related to the Company’s stock options and SARsis as

follows:
Wt’/gh[t//»
average
Nonvested Vested Total — Exercise Price
Outstanding, December 31,

2009 857875 5026782 5884657  $27.07
Vested (857.875) 857.875 —
Granted 685,200 17900 703,100  $28.60
Exercised — (1,190,550) (1,190,550)  $23.69
Forfeited/Expired —  (28300) (28300) $29.67
Outstanding,

December 31,2010 685200 4,683,707 5368907  $28.01

The aggregate intrinsic value of options and SARs exercised during
the years ended December 31,2010,2009 and 2008 was $11.270,
$2.269 and $2.264, respectively. Cash received by the Company on
option exercises was $23,155,$7,159 and $6.470 for the same years,

rcspcctively.

Performance-based stock awards

The Company typically grants performance contingent restricted
stock units (PCSUs) annually on a discretionary basis to certain of its
executives 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 are achieved
for thrce«year pcrformancc periods. Half of the units available to be
carned are tied to an carnings target and half are tied to a return on
assets target. If the respective performance target is met, units awarded
vest at the end of the three-year performance period. In the event per-
formance targets are not met, a minimum number of units are awarded
and vest 50% at the end of four years and 50% at the end of five years.
Upon vesting, PCSUs are convertible into common shares ona
one-for-one basis.

For the awards granted in 2010 and 2009, the total PCSUs that
could ultimately vest ranges from 339,098 to 1,017,023. The 2010
awards can range from 169,885 to 509,655 units and are tied to the
three-year period ending December 31,2012, The 2009 awards can
range from 169,213 to 507,638 units and are tied to the three-year
performance period ending December 31,2011

The three-year pcrformance cyclc for the 2008 awards was com-
pleted on December 31,2010 Based on performance, 100,455 stock
units will be awarded, the minimum proviclcd for under the award. A
total of 56,039 stock units qualiﬁcd for accelerated vesting and vested
on December 31,2010 with an intrinsic value of $1.234. Approx-
imatcly half of the remaining units will vest on December 31,2011 and
the remaining amount will vest on December 31,2012

The three-year pcrformance cycle for the 2007 awards was com-
pleted on December 31,2009. Based on performance, 96,738 stock
units will be awarded, which was the minimum providecl for under the
award, and did not qualify for accelerated vesting, On December 31,
2010, 48,369 of the units with an intrinsic value of $1,660 vested. The
remaining will vest on December 31,2011

Noncash stock-based compensation associated with PCSUs
totaled $9.660, $4.001 and $741 for 2010,2009 and 2008, respectively.
As of December 31,2010, there was approximatcly $12,030 of total
unrecognized compensation cost related to nonvested PCSUs. This
costis expccted to be recognizcd overa weighted-average pcriod of 36
months.

Restricted stock awards

Since 1994, the Company has from time to time granted awards of
restricted stock units to certain of the Company’s exccutives. These
awards normally vest over a live«year periocl with one-third vesting on
cach of the third, fourth and fifch anniversaries of the grant. An execu-
tive must be activcly Cmployecl l)y the Company on the vesting date
for shares to be issued. However, in the event of the executive’s death,
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disability or retirement prior to full vesting, shares will be issued on a
pro rata basis up through the time the exccurive’s employment ceases.
Participants can elect to defer receipt. Once vested, these awards do
not expire. As of December 31,2010, a total of 438 431 restricted
stock units remained outstanding, 365,371 of which were vested.
During 2010, 56,666 restricted stock units vested and 9,999 restricted
stock units were granted. Noncash stock-based compensation asso-
ciated with restricted stock grants totaled $680, $746 and $558 for
2010,2009 and 2008, respectively. As of December 31,2010, there was
$748 of total unrecognized compensation cost related to nonvested
restricted stock units. This cost is expected to be recognized overa
weighted«average period of 20 months.

Theactivity related to the PCSUs and restricted stock units is as
follows:

Average Grant
Date Fair

Nonvested — Vested Total  Value Per Share

Outstanding, December 31,

2009 801,208 785914 1,587,122 $27.80
Granted 522,580 — 522580  $25.62
Performance adjustments 25289 — 25289 $2307
Vested (161,074) 161,074 —
Converted — (63701) (63701) $26.64
Dividend equivalents 2,644 29585 32229  $31.69
Outstanding,

December 31,2010 1,190,647 912872 2,103519  $25.69

Deferred compensation plans

Certain officers and directors of the Company may clectto defera
portion of their compensation in the form of stock units. Units are
grantcd asof the day the cash compensation would have otherwise
been paid using the closing price of the Company’s common stock on
that day. The units immcdiatcly vest and earn dividend equivalcnts.
Units are distributed in the form of common stock upon retirement
overa period clected by the cmploycc. Cash compensation totaling
$988 was deferred as stock units during 2010, rcsulting in 30,794 units
bcing grantcd. Conversions to common stock during 2009 totaled
916 shares.

Since 2006, non»cmploycc directors have been rcquircd to defera
minimum of 50% of their quartcrly retainer fees into stock units. Units
are grantcd asof the day the cash compensation would have otherwise
been paid using the closing price of the Company’s common stock on
that day. The units immcdiatcly vest and earn dividend equivalcnts.
Distributions begin after retirement from the board over a pcriod
clected l)y the director.

12. Employee benefit plans
Retirement plans and retiree health and life
insurance plans

The Company provides non—contributory defined benefit pension
plans fora majority ofits employees in the United States, and certain of
its employees in Mexico and Belgium. Eftective December 31,2003,
the Company froze participation for newly hired salaried and
non-union hourly US. employees in its traditional defined benefit
pension plan. At that time, the Company adopted adefined con-
tribution plan, the Sonoco Investment and Retirement Plan (SIRP),
which covers its non-union U.S. employees hired on or after January 1,
2004. The Company also sponsors contributory defined benefit pen-
sion plans covering the majority ofits employees in the United King~
dom, Canada and the Netherlands.

On February 4, 2009, the U.S. qualified defined benefit pension
plan was amended to freeze plan benefits for all active participants
effective December 31,2018. Remaining active participants in the U.S.
qualified plan will become participants of the SIRP effective January 1,
2019. Active participants ofthe US. qualified plan had a one-time
option to transfer into the SIRP effective January 1,2010. Approx-
imately one third of the active participants chose that option.

The Company also provides postretirement healthcare and life
insurance benefits to a limited number of its retirees and their depend—
ents in the United States and Canada, based on certain age and/or
service eligibility requirements.

The components of net periodic benefit costinclude the follow-

ing:

2010 2009 2008
Retirement Plans
Service cost $ 19,647 $ 21757 $ 26,831
Interest cost 71,678 73221 74105

(77.882) (59275) (89.750)

Expected return on plan assets
Amortization of net transition

obligation 445 353 504
Amortization of prior service cost 139 956 1549
Amortization of net actuarial loss 35,736 41317 12,685
Special termination benefit cost — — 288
Effect of settlement loss — 935 3902
Effect of curtailment loss — 3,005 520
Orther 212 (171) —

Net periodic benefit cost $ 49,975 $ 82,098 $ 30,634

Retiree Health and Life Insurance

Plans

Service cost $ LI139$ 1454 $ 1766
Interest cost 2,169 3693 4203
Expected return on plan asscts (1,385)  (1,206) (1,966)
Amortization ol:prior service credit (10,182) (11,155) (10928)
Amortization of net actuarial loss 1,611 2319 2547

$ (6,648)$ (4895)$ (4378)

Net periodic benefitincome




The following tables set forth the Plans’ obligations and assets at

December 31:

Retiree Health and
Retirement Plans Life Insurance Plans
2010 2009 2010 2009

Change in Benefit

Obligation
Benefit obligation at

January 1 $1,286,242 $1,176000 $49,908 $69,028
Service cost 19,647 21757 L139 1454
Interest cost 71,678 73221 2,169 3,693
Plan participant

contributions 1,337 1,332 2,037 3015
Plan amendments 483 (4300) (4,566) (17,625)
Actuarial loss/(gain) 54,994 74797 (5,360) (3,678)
Benefits paid (74,940)  (66231) (4,838) (6,049)
Impact of forcign

exchange rates (2,197) 24211 28 70
Effect of settlements — (1,877) — —
Effect of curtailments (882)  (12,363) — —
Other 212 (305) — —

Benefit obligation at

December 31 $1,356,574 $1286242 $40,517 $49,908
Retiree Health and
Retirement Plans Life Insurance Plans
2010 2009 2010 2009
Change in Plan Assets

Fair VéllUC Ofplil[l asscts

Retiree Health and

Retirement Plans Lz'/[f Insurance Plans
2010 2009 2010 2009
Total Recognized
Amounts in the
Consolidated Balance
Sheets
Noncurrent asscts $ — 3 300 $ — 3 —
Current liabilities (11,162) (8.904) (920)  (1438)
Noncurrent liabilities (302,046)  (290,730)  (19,539) (29,115)
Net liabilicy $(313,208)  $(299.334) $(20,459) $(30,553)

Items not yet rccognizcd asa component of net periodic pension
cost thatare included in Accumulated Ocher Comprchcnsivc Loss

(Income) as of December 31,2010 and 2009, are as follows:

Retiree Health and

Retirement Plans Life Insurance Plans
2010 2009 2010 2009
Netactuarialloss — $482,132 $499919 $ 11,554 $ 19428
Prior service
cost/(credit) 1,134 790 (18,647)  (24263)
Net transition
obligation 1,922 2,367 — —
$485,188 $503076 $ (7,093) $ (4.833)

The amounts rccognizcd in Other Comprehensive Loss/

(Income) during 2010 and 2009 include the following;

Retiree Health and

Retirement Plans Lz’/é Insurance Plans
at January 1 $ 986,908 $ 768,169 $ 19,355 $ 17,280 010 2009 2010 009
Actual recurn on plan A S = =
assets 119930 157760 2389 3783 ‘iﬁi‘;ﬁf“smg Hing
Company Netactuarial
contributions 16,537 113,177 1,214 1434 loss/(gain) $ 17,949 $(32,036) $(6,263) $ (6,155)
Plan participant Prior service .
contributions 1337 1332 2037 3015 N cost/(credir) 483 (4293)  (4566) (17631)
- . ct transition assct — — —
Benefits pa_ld . (74,940)  (66231)  (4,838) (6,049) Reversal of amortization:
Impact of foreign Netactuarial loss (35,736) (42252) (L,611) (2319)
exchange rates (1,074) 19,948 — — Prior service
&
Expenses paid (5,544)  (5252) (99)  (108) cost/(credit) (139)  (3961) 10,182 11155
Effect of settlements — (1877) — — Nee tr?msi.non
Other 12 (118) N N obligation (445) (353) — —
Total rccognizcd in Other
Fair value of plan asscts Comprehensive
at December 31 $1,043,366 $ 986908 $ 20,058 $ 19,355 Loss/(Income) $(17,888) $(82,895) $(2,258) $(14,950)
Funded Status of the Total f_cco_ngCd m Net
Plans $ (313,208) $(299334) $(20,459)$(30553)  Feriodic Bencfit Coscand

Other Comprchcnsivc

Loss/(Income)

$32,087 $ (797) $(8,906) $(19.845)
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The accumulated benefit obligation for all defined benefit plans
was $1,298,865 and $1,222,455 at December 31,2010 and 2009,
respectively.

The projected benetit obligation (PBO), accumulated benefit
obligation (ABO) and fair value of plan assets for pension plans with
accumulated benefit obligations in excess of plan assets were,
$1,356,574,$1,298,865 and $1,043,366, respectively, as of
December 31,2010,and $1,280,291, $1,216,504 and $980,657,
respectively, as of December 31,2009.

The following table sets forth the Company’s projected benefit

payments for [hC nexteen years:

Retiree Health and
Year Retirement Plans  Life Insurance Plans
2011 $ 80,077 $ 4,039
2012 $ 81,683 $ 4,119
2013 $ 81,525 $ 4216
2014 $ 80,788 $ 4316
2015 $ 81,830 $ 4262
2016-2020 $434,682 $18,626

Assumptions
The foliowing tables set forth the major actuarial assumptions used

in determining the PBO, ABO and net periodie COSt.

l%zg/n‘e(l«ﬂwmgf U.S. Retiree
assumptions used to Us. Health and
determine bmtﬁt oﬁ/igdliom Retirement Ll/(. Insurance Fom’gn
at December 31 Plans Plans Plans
Discount Rate
2010 5.21% 437% 440-6.00%
2009 5.74% 5.08% 5.00-6.75%
Rare of Compensation

Increase
2010 449% 429% 2.50-4.50%
2009 459% 4.38% 2.50-4.00%
l%zg/n‘e(l«ﬂwmgf U.S. Retiree
assumptions used to determine  ULS. Health and
net periodic benefit cost for — Retirement — Life Insurance Foreign
years ended December 31 Plans Plans Plans
Discount Rate
2010 5.74% 5.08% 5.00-6.75%
2009 6.48% 6.19% 6.00-7.50%
2008 6.39% 6.11% 5.50-6.25%
Expected Long-term Rate

of Return
2010 8.50% 8.50% 3.75-7.50%
2009 8.50% 8.50% 3.75-7.70%
2008 8.50% 8.50% 3.75-7.80%
Rate of Compensation

Increase
2010 459% 4.38% 2.50-4.00%
2009 4.66% 446% 2.50-4.00%
2008 477% 457% 2.00-4.50%

The Company adjusts its discount rates at the end of each fiscal
year based on yield curves 0fhigh~quality debt instruments over dura-
tions that match the expected benefit payouts of cach plan. The
expected long—term rate of return assumption is based on the Compa—
ny’s current and expected future portfolio mix by asset class, and
expected nominal returns of these asset classes using an economic
“building block” approach. Expectations for inflation and real interest
rates are developed and various risk premiums are assigned to cach
asset class based primarily on historical performance. The expected
long—term rate of return also gives consideration to the expected level
of outperformance 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 regarding future salary and incentive increases.

Medical trends
The US. Retiree Health and Life Insurance Plan makes up approx-
imately 99% of the Retiree Health liability. Therefore, the following

information relates to the U.S. plan only.

Healthcare Cost Trend Rate Pre-age 65 Post-age 65

2010
2009

8.00% 8.00%
8.30% 9.30%

Ultimate Trend Rate Pre-age 65 Post-age 05

2010
2009

5.5%
5.0%

5.5%
6.0%

Year at which the Rate Reaches

the Ultimate Trend Rate Pre-age 65 Post-age 65

2010
2009

2016 2016
2014 2014

Increasing the assumed trend rate for healtheare costs by one per-
centage point would increase the accumulated postretirement benefic
obligation (the APBO) and total service and interest cost component
approximately $498 and $59, 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 $453 and $53, respectively. Based on amendments to the U.S.
plan approved in 1999, which became effective in 2003, cost increases

borne by the Company are limited to the Urban CPI, as defined.



Retirement plan assets
The following table sets forth the weighted-average asset alloca-
tions of the Company’s retirement plans at December 31,2010 and

2009, by asset category.

Asset Category US. UK. Canada
Equity securities

2010 57.0%  739%  602%

2009 46.1%  766%  712%
Debt securities

2010 314%  226%  382%

2009 354%  199%  25.6%
Alcernacive

2010 11.6% 2.6% 0.0%

2009 8.5% 2.7% 0.0%
Cash and short-term investments

2010 0.00% 0.9% 1.6%

2009 10.0% 0.8% 3.2%
Total

2010 100.0% 100.0%  100.0%

2009 100.0% 100.0%  100.0%

The Company cmploys atotal-return investment approach
whcrcby amix ofcquitics and fixed income investments are used to
maximize the 1011g~tcrm return of plan assets for a desired level of risk.
Alternative assets such as real estate, private equity and licdgc funds are
used to enhance cxpcctcd long»tcrm returns while improving portfolio
diversification. Risk tolerance is established tlirougli consideration of
plan liabilities, plan funded status and corporate financial condition.
Investment risk is measured and monitored on an ongoing basis
through pcriodic investment portfolio reviews and pcriodic asset/
liability studies.

At December 31,2010, total postretirement benefit plan assets
were $1,063,424, of which $807,300 were assets of the U.S. Defined
Benefit Plan.

U.S. defined benefit plan

The cquity 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 longcr duration domestic bonds as well as an
increased allocation to international cquity securities and alternative
invesements. The level of domestic equity sccurities was decreased to
accommodate these cliangcs. The current target allocation (midpoint)
for the investment portfolio is: Equity Securities — 52.5%, Debe Secu-
rities — 34.5% Alternative — 13% and Cash — 0%. The largc cash posi-
tion at the end of 2009 was due to the timing of the Company’s
$100,000 concribution in December 2009. At December 31,2009,
approximatcly $75,000 of cash and short-term investments were held
l)y the Plan as the contribution was not fully invested in the targctcd
portfolio allocation until January 2010.

United Kingdom defined benefit plan

The equity investments are diversitied among UK and interna-
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%.

Retiree health and life insurance plan assets

The following table sets forth the weighted-average asset alloca-
tions of the Company’s U.S. retiree health and life insurance planat
December 31,2010 and 2009, by assct category. As mentioned pre-
viously, the U.S. Retiree Healch and Life Insurance Plan comprises
approximatcly 99% of the Retiree Health liability. Therefore, the fol-

lowing information relates to the U.S. Plan only.

Asset Category
Equity securities
2010 50.7%
2009 54.3%
Debr securities
2010 41.1%
2009 37.0%
Alternative
2010 7.1%
2009 5.3%
Cash
2010 1.1%
2009 3.4%
Total
2010 100.0%
2009 100.0%

Contributions

Based on current actuarial estimates, the Company anticipates that
the total contributions to its retirement plans and retiree health and life
insurance plans will be approximatcly $109,000in 2011, including an
$85,000 contribution made to its U.S. qualified defined benefic pen-
sion plan in January 2011. No assurances can be made, however, about
funding requirements bcyond 2011, as tlicy will dcpcncl largcly on

actual investment returns ancl Futurc actuarial assumptions.

Plan changes and amendments

In December 2010, the Company’s Board of Directors approved an
amendment to the U.S. qualiﬁed defined benefic pension plan that
resulted in the pla.n being split into two separate plzms effcctivejanuary 1,
2011. The result of the split is the creation of a pl;m that includes only
active participants (the “Active Plan”) and another larger plan thac
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includes only inactive participants (the “Inactive Plan”). The projected
benefit obligation of the U.S. qualified defined benefic pension at
December 31,2010, is presented prior to the split. The combined pro-
jected benefic obligation of the scparate plans at January 1, 2011, is
approximately $250 higher. Actuarial losses associated with the Active
Plan will continue to be amortized over the average remaining service lite
of the active participants (approximately 10 years) while the actuarial
losses associated with the Inactive Plan will be amortized over the
remaining life expectancy of the inactive participants (approximately 22
years). The longer amortization period is expected to lower overall bene-
fic plan expense by approximately $13 million in 2011. This benefit will
be partially offset by lower assumed rates of return. With the split into
two plans, the Company expects to employ asomewhat more con-
servative assct allocation strategy for the Inactive Plan.

During 2010, certain retiree medical benefits and life insurance
coverage under the Company’s U.S. Retiree Medical and Life
Insurance Plan were changed, reducing the accumulated postretire-
ment benefit obligation by $4.566. The resulting prior service credit
will be amortized overa period of approximately four years.

During 2009, the Company’s U.S. qualilied defined benefic pen-
sion plan was amended to allowa 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 projected benefit
obligation of $4,300. Also during 2009, the Company amended its
U.S. Retiree Medical and Life Insurance Plan to freeze the Company
subsidy for both pre- and post—Medicare retiree medical coverage at
2009 levels effective January 1,2010 and to eliminate any carly retire-
ment reduction factor applied to the Company subsidy for
pre-Medicare coverage for current retirees as of December 31,2009.
In addition, the Company will no longer provide post-Medicare
retiree medical coverage to its active employees or post- 1981 retirees,
except for certain union groups. The impact of these cllanges was an
overall reduction in the accumulated postretirement benefi obliga—
tion of $17,625, which will be amortized over a period of 3.3 years.

During 2005, the Company announced changes in cligibilicy for
retiree medical benefits effective January 1,2006, for ics U.S. plan.
These cllanges included the elimination of a Company subsidy toward
the costs of retiree benefits if certain age and service criteria were not
met, as well as the elimination of Company—provided prescription drug
benefits for Medicare-eligible retirees for those employees who retired
after 1981 and for all future retirees. These changes resulted in an over-
all reduction in the accumulated postretirement benefi obligation of
$38,132in 2005, which was amortized over a period of 4.6 years. The
benefit from the amortization of these prior service credits ceased

during 2010.

Of the amounts included in Accumulated Other Comprehensive
Loss (Income) as of December 31,2010, the portions the Company
CXPECLs tO recognize as components of net periodic benefit costin
2011 are as follows:

Retiree Health
Retirement and L{ﬁ’
Plans Insurance Plans
Net actuarial loss $23,168 $ 1382
Prior service cost/(credir) 140 (7.819)
Net transition obligation 459 —
$23767 $(6,437)

Sonoco Savings Plan

The Sonoco Savings Plan is a defined contribution retirement plan
provided for the Company’s us. employees. In accordance with the
Internal Revenue Service's “Safe Harbor” macching contributions and
vesting provisions, the plan had provided 100% Company matching on
the first 3% of pretax contributions, 50% Company matching onthe
next 2% of pretax 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 match-
ing contribution was subsequently reinstated by the Company cffec-
tive January 1, 2010. Under the modified matching arrangement, the
Company will match 50% on the first 4% of a participant’s pretax con-
tributions. The Company’s expenses related to the plan for2010,2009
and 2008 were approximately $7,.950, $7,400 and $15,600, respectively.

Sonoco Investment and Retirement Plan

The Sonoco Investment and Retirement Plan is a defined con-
tribution pension plan provided for the Company’s salaried and
non-union U.S. employees who were hired on or aFterJanuary 1,2004.
The Company makes an annual contribution of 4% of all eligible pay
plus 4% of cligible pay in excess of the Social Security wage base to
eligible participantaccounts. l)articipants are fully vested after five years
of service or upon reaching age 55, if carlier. The Company’s expenses
related to the plan for 2010, 2009 and 2008 were approximately
$9.300, $4.250 and $4.550, 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
funded in the period they arise. The Company’s expenses for these
plans were not material for all years presented.



13. Income taxes
The provision for taxes on income for the years ended
December 31 consists of the following:

2010 2009 2008
Pretax income
Domestic $183,447 $136,029 $150,348
Foreign 71,007 78,192 52,028
Total pretax income $254,454 $214221  $202.376
Current
Federal $ 26,560 $ 24656 % 44431
State 2,714 3277 7.245
Foreign 22713 17,196 21,965
Total current $ 51,987 $ 45129 $ 73641
Deferred
Federal $ 23,744 $ 16663 $ (3781)
State 1,187 1,855 (3,437)
Foreign (12,433) 3,171 (11,626)
Total deferred $ 12,498 $ 21,689 $(18.844)
Total taxes $ 64,485 $ 66818 $ 54797

Deferred tax liabilities/ (assets) are compriscd of the following at

December 31:

2010 2009

Depreciation $ 93321 $ 103244
Orher 0 5,082
Incangibles 83,179 77,583

Gross deferred tax liabilities $ 176,500 $ 185909
Retiree health benefits $ (11,869) $ (17.623)
Foreign loss carryforwards (86,628)  (72487)
Capital loss carryforwards (11,418)  (22961)
Employee benefits (121,731)  (137.920)
Accrued liabilities and other (62,104)  (63520)

Gross deferred rax assets $(293750) $(314,511)
Valuation allowance on deferred taxassets — $ 76860 $ 76,540

Total deferred taxes, net $ (40,390) $ (52,062)

Forcign subsidiary loss carryforwards of approximarely $342.900
remain at December 31,2010. Their use is limited to future taxable
carnings of the respective forcign subsidiarics. Approximatcly
$222.400 of these loss carryforwards do not have an expiration date.
The remaining loss carryforwarcls expire at various dates in the future.
Approximately $8,150 of state loss carryforwards and $4.600 of state
credit carryforwards remain at December 31,2010. The state loss and

credit carryforwards expire at various dates in the future.

A reconciliation of the U.S. federal statutory tax rate to the actual
consolidated tax expensc is as follows:

2010 2009 2008

Statutory tax rate $ 89,059 35.0% $74977 35.0% $ 70,832 35.0%
State income taxes, net of

federal tax benefic 4308 1.7 1589 0.7 2405 1.
Valuation allowance (5788) (23) 1526 0.7 5351 26

Tax examinations including
changc in reserve for
uncertain tax positions (2.878) (1.1) 331 02 (2.332) (1.2)

Changg in estimates related
to prior years 1274 05 (931) (04)  (4460) (2.2)

Forcign carnings taxed at

other than U.S. rates (17,153) (68)  (5.808) (2.7) (13252) (65)
Effect of tax race changes

645 03 (1219) (06)  (616) (0.3)
(4982) (20)  (3647) (17)  (3.131) (15)

$ 64485 25.3% $66818 31.2% $ 54,797 27.1%

CH'&.(ICd during tl’lC year

Orther, net

Total taxes

The change in “Tax examinations including Changc in reserve for
uncertain tax positions” is shown net of associated deferred taxes and
accrued interest. Included in the change are netincreases of $5,168,
$4,645 and $7,166 for uncertain items arising in 2010, 2009 and 2008,
respcctively. Also included are acljustments related to prior year items,
primarily decreases related to lapses of statutes of limitations in
international, federal and state jurisdictions aswell as overall changcs in
facts and judgment. These adjustments decreased the reserve by atotal
of $13.296, $4.314 and $9.498 in 2010, 2009 and 2008, respectively.

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 impactecl taxes on forcign carnings in the periods
presented. Included in 2009 is a $5,287 charge related to an
unfavorable cliange in Mexican tax law. This change had retrospective
ctfect back to 1999, and eliminated the benefits of liling consolidated
returns in those pcriods. In 2010, there wasa regulatory clarification of
the 2009 law change, which resulted in recognition ofabenefit of
$5,474, offsetting the prior negative impact. Included in 2008 is an
additional benefit of $4,313 from an adjustment to the basis of
acquircd assets of one of the Company’s [talian operations ductoa
change in local tax law.

The benefits included in “Cl’iange in estimates related to prior
years” for cach of the years prcsented consist primarily of adjustments
to deferred tax assers and liabilities arising from the availability of more
accurate estimates.

Undistributed carnings of international subsidiaries totaled
$376.264 at December 31,2010. Deferred taxes have not been pro-
vided on the undistributed carnings, as the Company considers these
amounts to be indelinitely 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.
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Reserve for uncertain tax positions

The following table sets forth the reconciliation of the gross
amounts of unrecognized tax benefits at the beginning and ending of
the periods indicated:

2010 2009 2008

Gross Unrecognized Tax Benefics
at January 1

$ 45,600 $34800  $36,700

Increases in prior years’

unrecognized tax benefics 4,700 18,300 1,600
Decreases in prior ycars’

unrecognized tax benefits (16,600)  (5,700)  (3,000)
Increases in current year

unrecognized tax benefits 5,800 5,200 7,000
Decreases in unrecognized

tax benefits from the lapse

of statutes of limitations (7,000)  (5300)  (6,400)
Settlements (4,400)  (1,700)  (1,100)

Gross Unrecognized Tax Bencfits

at December 31 $ 28,100 $45600  $34,800

Of the unrecognized tax benefit balances at December 31,2010
and December 31,2009, approximately $19,300 and $28.400,
respectively, would have an impacton the effective tax rate if ultimately
recognized.

Interest and/or penalties related to income taxes are reported as
part of income tax expense. The Company had approximately $3,800
and $6,500 accrued for interest at December 31,2010 and
December 31,2009, respectively. Tax expense for the year ended
December 31,2010 includes $1,800 of interest benefit, which is com-
prised of an interest benefit of approximately $5,300 related to the
cxpiration of statutes of limitations and other releases and interest
expense 0t'$3,500 on unrecognized 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 available if the inter-
estwere ultimately paid.

The Company and/or its subsidiaries file federal, state and local
income tax returns in the United States and various foreign juris-
dictions. With few exceptions, the Company isno longer subject to
U.S. federal, or non-U.S. income tax examinations by tax authorities
for years before 2007. Wich respect o state and local income taxes, the
Company isno longer subject o cxamination prior to 2005, with few
exceptions.

The estimate for the potential outcome of any uncertain tax issuc is
higbly judgmental. The Company believes it has adequately provided
for any reasonable foreseeable 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 limitation 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 ona quarterly basis.

14. Commitments and contingencies
Contingencies

The Company is a party to various legal proceedings incidental to
its business and is subject to avariety of environmental and pollution
control laws and regulations inall j urisdictions in which it operates.
The Company isalso currently adefendantin a class action by persons
who bought Company stock between February 7,2007 and Sep-
tember 18,2007. The complaint, asamended, alleges that the Com-
pany issued press releases and made public statements during the class
period that were materially false and misleading. The complaint secks
an unspeciﬁed amount of damages plus interest and attorneys’ fees. As
is the case with other companics in similar industries, the Company
faces exposure from actual or potential claims and legal proceedings.
Some of these exposures have the potential to be material. The
Company cannot currently estimate the final outcome ofmany of the
items described or the ultimate amount of potential losses.

While the ultimate liabilities relating to claims and proceedings
may be signilicant to profitability in the period recognized, itis
management’s opinion that such liabilities, when finally determined,
will not have an adverse material effect on Sonoco’s consolidated

financial position or liquidity.

Environmental matters

During the fourth quarter 0f2005, the U. S. Environmental Pro-
tection Agency (EPA) notified U.S. Paper Mills Corp. (U.S. Mills), a
wholly owned subsidiary of the Company, that U.S.Millsand NCR
Corporation (NCR), an unrelated party, would be joindly 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 agreement between them-
selves that cach would fund 50% of the costs of remediation, which
through December 31,2010 have totaled approximately $28.900. The
Company has expensed a total of $17.650 ($12,500 in 2005 and $5.150
in 2007) for its share of the total estimated cleanup cost. Through
December 31,2010, a total of $14,467 has been spent on remediation
of the Site. The remaining accrual of $3,183 represents the Company's
best estimate of what it is likely to pay to complete the Site project.
However, the actual costs associated with cleanup of this particular site
are dependent upon many factors and it is 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 relating 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 Sice.
Although it has notaccepted any liability, U.S. Mills is reviewing this

information and discussing possible remediation scenarios, and the



allocation ofresponsibility therefor, with other potentially responsible
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 eigbt
potendially responsible partics, including U.S. Mills. Non-binding
mediation began in May 2007 and continued as bilateral/multilaceral
negotiations, although no agreement among the parties 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 jointly to take various actions to clean up Operating Units
2-5.The order establishes two phases ofwork. The first phase consists
ol.planning and design work as well as preparation for dredging and
other remediation work and initially was required to be completed by
December 31,2008. The second phase consists primarily of dredging
and disposing of contaminated sediments and capping of the dredged
and less contaminated arcas of the river botrom. The second phase was
required to begin in 2009 and is expected to continue for several years.
The orderalso provides fora$32.5 per day penalty for failure bya
respondent to comply with its terms as well as exposing a
non-complying respondent to potential treble damages. Although
U.S. Mills has reserved its rights to contest liability forany portion of
the work, it is cooperating with the other respondents to comply with
the first phase of the order. However, its financial contribution will
likely be determined by the lawsuit commenced in June 2008.

On June 12,2008, NCR and Appleton Papers, Inc. (API), as plain-
titfs, commenced suit in the United States District Court for the East-
ern District of Wisconsin (No. 08-CV-0016-WCG) against U.S.
Miills, as one of a number of defendants, seeking a declaratory j udg~
mentallocating amongall the partics the costs and damages associated
with the pollution and cleanup of the Lower Fox River. The suit also
secks damages from the defendants for amounts already spent by the
plaintiffs, including natural resource damages, and future amounts to
be spent by all partics with regard to the pollution and cleanup of the
Lower Fox River. On December 16,2009, the court issued an order
which concluded that, under the cquities of the case, NCR and API
were not entitled to any contribution from U.S. Mills and other
defendants, thereby granting the defendants’ motions for summary
judgment and denying the plaintiffs’ 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 appeal the ruling, presumably after entry of the final judg—
ment. Subsequent to the December 2009 ruling, U.S. Mills and other
defendants made motions to have the court rule that, on the same
basis as the December 2009 ruling, NCR would be responsible forany
costs that U.S. Mills and the other defendants mightincur, past, pres-
entand future. These motions are under advisement by the court. 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 impact on U.S.
Mills” share of those costs. U.S. Mills plans to defend the suit vigo-

I OU.Sly.

On October 14,2010, the EPA and WDNR filed suit against
NCR, API, U.S. Mills and nine other defendants in the United States
District Court for the Eastern District of Wisconsin (No.
10-CV-00910-WCG) pursuant to Sections 106 and 107 of CER-
CLA.The plaintiffs seck to recover unreimbursed costs incurred for
activities undertaken in response to the release and threatened release
of hazardous substances from facilities at or near the Lower Fox River
and Green Bay aswell as damages for injury to, loss of, and destruction
of natural resources resulting from such releases. The plaintiffs also
secka ruling that the defendants are liable for future response costs of
the plaintiffs and requiring the defendants to comply with the unilat-
eral Administrative Order for Remedial Action discussed in prior fil-
ings. The Company does not believe that the remedies sought in the
suit materially expand the Company’s potential liability beyond what
has been disclosed in this reportorin the Company’s prior filings with
the SEC. U.S.Mills plans to defend the suit vigorously.

Asof December 31,2010, U.S. Mills had accrued a total of $55,544
for potential liabilities associated with the Fox River contamination
(not including amounts accrued for remediation at the Site). That
amount represents the minimum of the range of probable loss that can
be reasonably estimated based on information available tbrough the
dare 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 pretax cliarges of $40,825 in 2008 for such potential
liabilities. Also during 2008, settlements totaling $40,825 were reached
on certain of the insurance policies covering the Fox River con-
tamination. The recognition of these insurance settlements offset the
impact to earnings of the additional cliarges in 2008. Througb
December 31,2010, a total of $5,281, primarily legal fees, has been
spent against this reserve. Although the Company lacks a reasonable
basis for identifying any amount within the range of possible lossasa
better estimate than any other amount, as has been previously dis-
closed, the upper end of the range may exceed the networth of US.
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 responsibility for
these legacy environmental liabilicies of US. 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 $85,000 ac December 31,2010.

The Company has been named asa potentially responsible party at
several other environmentally contaminated sites. All of the sites are
also the responsibility of other partics. The potential remediation
liabilities are shared with such other partics, and, in most cases, the
Company’s share, ifany, cannot be reasonably estimated at the current
time.

As of December 31,2010 and 2009, the Company (and its sub-
sidiaries) had accrued $62,026 and $63,800, respectively, relaced to
environmental contingencies. Of these, a total of $58.727 and $60.414
relate to U.S. Mills ac December 31,2010 and 2009, respectively.

These accruals arc lI]ClLlClCd in “ACCI”L[CCI €XPCI]SCS and Otl’lCr» on tllC
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Company’s Consolidated Balance Sheets. As discussed above, U.S.
Mills also rccognizcd $40,825 benefit from cash settlements reached
on certain insurance policics covering the Fox River contamination in
2008. U.S. Mills' two remaining insurance carriers arc in liquidation. It
is possible thar U.S. Mills may recover from these carriers a small por-
tion of the costs it ultimately incurs. U.S. Mills may also be able to
recoup some of the costs it incurs from other parties. There can be no
assurance that such claims for recovery would be successful and no
amounts have been recognized in the consolidated financial state-
ments of the Company for such potential recovery or recoupment.

Commitments

As of December 31,2010, the Company had long—tcrm obliga—
tions to purchasc clcctricity and steam, which it uses in its production
processes, as well as long—tcrm purchasc commitments for certain raw
materials, principally old corrugatcd containers. These purchasc
commitments require the Company to make total payments of
approximatcly $386,800, as follows: $63,800in 2011; $62,600 in 2012:
$62,600in 2013, $58,400 in 2014 and a cotal of $139,400 from 2015
through 2020.

15. Shareholders’ equity and earnings per share
Stock repurchases

The Company’s Board of Dircctors has authorized the repurchase
oFup t0 5,000,000 shares of the Company’s common stock. On
December 3,2010 the Company announced it would immcdiatcly
bcgin rcptirchasing 2,000,000 shares of the 5,000,000 authorized.
During2010,a total of 695,036 shares were repurchased under chis
programata cost of$23219. Accordingly, at December 31,2010, a
total of 4,304,964 sharcs remain available for repurchase.

The Company occasionally repurchases shares of its common
stock to satisfy cmploycc tax withholding obligations in association
with the exercise of stock appreciation rights and pcrformancc»bascd
stock awards. These repurchases, which are not part of a publicly
announced plan or program, totaled 43,084 shares during 2010 aca
cost of $1,439.

Earnings per share
The following table sets forth the computation of basic and diluted

carnings per share:
2010 2009 2008
Numerator:
Net income attributable to
Sonoco $  201,053%  151482% 164,608
Denominator:

Weighted average common
shares outstanding 101,599,000 100,780,000 100,321,000
Dilutive effect of stock-
based compensation

944,000
102,543,000

249,000 665,000
101,029,000 100,986,000

Diluted ourstanding shares

Per common share:
Net income attributable to

Sonoco:
Basic $ 198 $ 150 $ 1.64
Diluted $ 1.96 $ 150 $ 1.63

The Company declared dividends totaling $1.11 and $1.08 per
sharc in 2010 and 2009, respectively.

Certain stock appreciation riglits and options to purchasc shares of
the Company’s common stock are not dilutive because the exercise
price is greater than the market price of the stock at the end of the fis-
cal year or thcy have not fully vested. Accordingly, the following shares
were not included in the computations of diluted income per share

amounts:

2010 2009 2008
1,294,075 2734616 3685058

Anti-dilutive options/SARs

These options/SARs may become dilutive in future pcriods if the
market price of the Company’s common stock appreciates. No
adjustmcnts were made to rcportcd netincome in the computation of

carnings pcr sharci

16. Financial reporting for business segments

The Consumer Packaging segmentincludes the following prod-
ucts and services: round and shapcd rigid containers and trays (both
composite and plastic); printcd flexible packaging; metal and pcclablc
membrane ends and closures; and global brand artwork management.

The Tubes and Cores/Paper segment includes the following
products: liignpcrformancc paper and composite papcrboard tubes
and cores; fiber-based construction tubes and forms; rccyclcd paper-
board, linerboard, corrugating medium, recovered paper and other
rccyclcd materials.

The Packaging Services segment provides the following products
and services: dcsigning, manufacturing, asscmbling, pacl(ing and
distributing temporary, semipermanent and permanent
point—of—purchasc displays; and supply chain management services,
including contract packing, tulfillment and scalable service centers.

AllOther Sonoco represents the Company’s businesses that do
not meet the aggregation criteria forinclusion as a scparate rcportablc
segment under U.S. GAAP. All Other Sonoco includes the following
products: wooden, metal and composite wire and cable reels; molded
and extruded plastics; custom-dcsigncd protective packaging; and
paper amenities such as coasters and glass covers.

Rcstructuring, assetimpairment and environmental remediation
chargcs, interest expense, interest income, acquisition-rclatcd costs and
debt tender chargcs are included in income before income taxes under

»

“Corporatc & Environmental



The following table sets forth financial information about each of
the Company’s business segments:

Years ended December 31

Tubes and

Consumer — Cores/ P»Z[/é’dg/ﬂg Al Other  Corporate &

Packaging  Paper  Services Sonoco  Environmental Consolidated
Total Revenue
2010 $1,670974 $1,735,292 $470,239 $385905 —  $4262410
2009 1552428 1418183 427,705 319,440 — 3717756
2008 1,588251 1774821 502,556 402,469 — 4268097
Intersegment Sales!
2010 $ 2475 90296 $ 1,099 $ 44419 $ — % 138289
2009 1,827 79,049 1,167 38382 — 120,425
2008 1,789 100,185 1,190 42548 — 145,712
Sales to Unattiliated Customers
2010 $1,668499 $1,644,996 $469,140 $341.486 $ —  $4124,121
2009 1,550,601 1,339,134 426,538 281,058 — 3597331
2008 1586462 1674636 501366 359921 — 4122385
Income Before Income Taxes?
2010 $ 179827 $ 130,185 $ 12487 $ 41,586  $(109,631) $ 254454
2009 169,932 72248 11008 26399 (65,366) 214221
2008 130944 145840 28471 44379 (147258) 202,376
Identifiable Assets?
2010 $1,233909 $1,380,325 $312914 $200,801 $ 153,065  $3,281,014
2009 1,070,323 1,347,772 302496 177510 164479 3,062,580
2008 1,076,604 1286477 300586 180873 241926 3,086,466
Depreciation, Depletion and Amortization*
2010 $ 725178 79610 $ 8633 $ 8905 $ — % 169,665
2009 69483 85520 10872 7712 — 173,587
2008 73,679 87654 11016 10685 — 183,034
Capital Expenditurest
2010 $ 62448 $ 64999 $ 8628 § 9835 § — $ 145910
2009 35,225 56959 5235 6731 — 104,150
2008 41,841 70,510 2,631 8,132 — 123,114

! Intersegment sales are recorded at a markee-relared transfer price.
Included in Corporate & Environmental are restructuring, assct impairment,

acquisi[ion—rcla[cd costs and environmental chargcs associated with the fo”owing

SCgl]]Cl\tSZ
Tubes and
Consumer Cores/ Pﬂd’ﬂgz‘ng All Other Corporate &
Packaging ~ Paper  Services Sonoco Environmental  Total
2010 $ 16197 % 6098 $ 1969 $ 1323 $ 321§ 25908
2009 3767 18,857 1,270 2,081 826 26,801
2008 21,695 32,669 2,058 988 42,651 100,061

The remainingamounts reportcd as Corporate & Environmental consist of inter-
st CXPCDSC, interest income and dcbt tL‘ndcr Cllﬁl'g(:.\.
Identifiable assets are those assets used by cach segmentin its operations. Corpo-
rate assets consist primarily of cash and cash equivalcnts, investments in affiliaces,
hcadquartcrs facilities and Prcpald expenses.

4 Depreciation, dcplction and amortization, as well as capital expenditures thatare
incurred at Corporate, are allocated to the reportab[e segments and All Other

S()Il()C().

Geographic regions
Sales to unaftiliated customers and long—livcd assets by gcographic

region arcas fO“OWSZ

2010 2009 2008
Sales to Unaffiliated
Customers
United States $2,659,844 $2315075  $2.596,641
Europe 693,719 616,744 762,143
Canada 328,849 315,880 374,122
All other 441,709 349,632 389479
Total $4,124,121  $3597.331  $4,122,385
Long-lived Assets
United States $1,349,561  $1.285838 $1,314,106
Europe 289,418 308,012 320271
Canada 262,903 246,835 228,630
All other 119,690 114,658 103,814
Total $2,021,572  $1955343 $1966,321

Sales are attributed to countries/ regions based upon the plant loca-
tion from which products are shipped. Long-lived assets are comprised
of property, plant and cquipment, goodwill, intangiblc assets and

investment in affiliates (see Notes 6 and 7).

17. Accumulated other comprehensive loss
ThC following tablc summarizes tl’lC componcnts ofaccumulated
othcr comprehcnsive 1OSS and thC changes in accumulatcd othcr

Comprchcnsive lOSS, net oftax as apphcablc, for tl]C years endcd

December 31,2010 and 2009:

Foreign Accumulated

Currency D_e/z"m*ﬂ' Derivative Other
Translation Bmtﬁf Financial C//m/}re}}c’m/z,w
Adjustments — Plans — Instruments Loss

Balance at December 31,2008 $(68.737) $(372,807) $(13,135) $(454,679)

Change during 2009 79,535 56149 8526 144210
Balance at December 31,2009 $ 10,798 $(316,658) $ (4,609) $(310,469)
Change during 2010 6,887 13,621 (2,906) 17,602

Balance at December 31,2010 $ 17,685 $(303,037) $ (7515) $(292.867)

The cumulative tax benefit on Derivative Financial Instruments
was $4.406 and $2.720 at December 31,2010 and 2009, respectively.
The tax benefic on Derivative Financial Instruments increased by
$1,686 during the year ended December 31,2010, and decreased by
$(4.960) during the year ended December 31,2009.

The cumulative tax benefit on Defined Benefit Plans was $179,628
and $186,001 at December 31,2010 and 2009, respectively. The tax
benefit on Defined Benefit Plans decreased by $(6,373) during the
year ended December 31,2010, and decreased by $(39.257) during the
year ended December 31,2009.
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The change in defined benefit plans includes pretax changes of
$(152) during the year ended December 31,2010 and $(2.439) during
the year ended December 31,2009 related to changes in benefit plans

ofonc OfthC Company’s cquity method investments.

18. Selected quarterly financial data
ThC following tablc sets forth SﬁlﬁCth quartcrly ﬁnancial data Of

the Company:

First Second Third Fourth
(Unaudited) Quarter  Quarter Quarter Quarter
2010
Net sales $935,133 $1,010,116 $1,051,725 $1,127,147
Gross profit 175,758 192524 199,584 199,666
Restructuring/ Asset

impairment charges (3,947) (2,511)  (12,166) (5,375)
Net income attributable

to Sonoco 48,572 58,953 59,019 34,509

Per common share:

Netincome
attributable to
Sonoco:
- basic $ 48 $ 58 $ 58 % 34
- diluted 48 58 57 33
Cash dividends
-common 27 28 28 28
Market price
-high 3186 3587 3400 3504
-low 2617 28.83 29.66 3175
2009
Net sales $800,629 $ 864231 $ 930,560 $ 1001911
Gross profit 140,863 158,284 173,056 193,843
Restructuring/ Asset
impairment charges (7210)  (10,386) (158) (9.047)
Net income attributable
to Sonoco 23,122 33610 47,671 47,079
Per common share:
Netincome
attributable to
Sonoco:
- basic $ 23 % 33 % 47 % 47
- diluted 23 33 47 46
Cash dividends
-common 27 27 27 27
Market price
- high 25.41 26.18 2895 30.61
-low 1670 20.27 2258 26.17




Item 9. Changes in and disagreements with
accountants on accounting and financial
disclosure

Not applicablc.

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 financial
officer, we conducted an evaluation of our disclosure controls and
procedures (as defined in Rule 13a-15(c) under the Securities
Exchange Act of 1934). Based on this evaluation, our principal execu-
tive officer and principal financial officer concluded that such controls
and procedures, as of the end of the year covered by this Annual
Report on Form 10-K, were cffective.

Management’s report on internal control over
financial reporting

Our management is rcsponsiblc for cstablishing and maintaining
adcquatc internal control over financial reporting, as such term is defined
in Rule 13a-15(f) under the Securities Exchange Act of 1934. Under the
supervision and with the participation ofour management, including our
principal executive officer and principal financial officer, we conducted
an evaluation of the effectiveness of our internal control over financial
reporting based on the framework in Internal Control - Integrated
Framework issued by the Committee ofSponsoring Organizations of
the Treadway Commission. Based on our evaluation under the frame-
work in Internal Control - Integrated Framework, our management
concluded that our internal control over financial reporting was cffective
as of December 31, 2010. PricewaterhouseCoopers LLP (PwC), our
indcpcnclcnt rcgistcrcd public accounting firm, has audited the
effectiveness of our internal control over financial reportingas of
December 31,2010, and has issued an attestation report, which appears

atthe bcginning of Item 8 of this Annual Reporton Form 10-K.

Changes in internal control over financial reporting
The Company is continuously sccking to improve the cllicicncy
and effectiveness of its opcrations and ofits internal controls. This
results in refinements to processes throughout the Company. How-
ever, there has been no changc in the Company’s internal control over
financial reporting (as defined in Rule 13a-15(F) under the Securities
Exchange Act of 1934) during the most recent fiscal quarter that has
matcrially affected, or s rcasonably likcly to matcrially affect, the

Company’s internal control over financial reporting,
te

Item 9B. Other information
Not applicablc.
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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 20,
2011 (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
Owncrsl’iip chorting Compliancc,” is incorporated herein by refer-
ence. Information about exccutive officers of the Company is set forth
in Item 1 of this Annual Report on 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 Trem 406 of Regulation S-K) that applies to its principal
executive officer, principal financial officer, principal accounting offi-
cer,and other senior executive and senior financial officers. This code
of ethics is available through the Company’s Web site, wiww.sonoco.com,
and is available in print to any sharcholder 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 scparately
dcsignatcd standing audit committee established in accordance with
Section 3(a)(58)(A) of the Securities Exchange Act of 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 Phillipe R. Rollier.

Audit Committee Financial Expert - The Company’s
Board of Directors has determined that the Company has atleast 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. Marc D.
Oken meets the terms of the definition and is indcpcndcnt based on
the criteriain the New York Stock Exchange Listing Standards. Pur-
suant to the terms of Trem 407(d)(5) of Regulation S-K. a person who
is determined to be an “audit committee financial cxpcrt” will not be
deemed an expert for any purpose as a result of being designated or

Equity compensation plan information

identified as an “audit committee financial cxpcrt” pursuant to

[tem 407, and such dcsignation oridentification does not imposc 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 dcsignation oridentification
ofa personasan “audit committee financial cxpert” pursuant to

[tem 407 does not affect the duries, obligations or liability of any other
member of the audit committee or Board of Directors.

The Company’s Corporate Governance Guidelines, Audic
Committee Charter, Corporate Governance and Nominating
Committee Charter and Executive Compensation Committee Char-
ter are available through the Company’s Web site, wiww.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 “Executive Compcnsation," and under the caption
“Director Compcnsation” is incorporatcd herein by reference. The
information set forth in the Proxy Statement under the caption
“Compensation Committee Report” is also incorporated herein by
reference, but 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 aresult of being 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” s incorporated
herein by reference.

The following table sets forth aggrcgatcd information abour all of the Company’s compensation plans (including individual compensation

arrangcmcnts) under which equity securitics of the Company are authorized for issuance as of December 31,2010:

Number Q/ Securities
n)mozz'm'ﬂg d[’ﬂl‘/ﬂ/)/éi/‘/{‘/?‘

Number 0] Securities ﬁtmre issuance under
10 be issued upon We ez'gh[c’d—ﬂﬁemgf equity compensation
exercise r)f ’ exercise price ()f ])/mzr (excludin
oul,»mm'z'ng options, outstandin g options, securities chf/f([fjﬁl
warrants and rng/f warrants and rng/.f column (a))!
Plan category (4) (b) (©
Equity compensation plans approvcd by sccurity holders 7,150,900 $27.95 4,634,268
Equity compensation plans not approvcd by security holders — — —
Total 7,150,900 $27.95 4,634,268

1

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 under this plan is 8,500,000 shares, subject to certain adjustments. Awards prior to 2008 were granted under a previous plan and so do not reduce

[l’]C numbcr rcmaining a\’ailablC unclcr [l]C current plan,



The weighted-average exercise price 0f $27.95 relates to stock
options, stock appreciation rights, and deferred compensation stock
units, which account for 5,542,685 of the 7,150,900 securities issuable
upon exercise. The remaining securitics relate to pcrformance«
contingent 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 Executive Compcnsation Committees is indepcndcnt as defined

inthe 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 “Indcpcndent chistercd Public Accounting Firm” is

incorporated herein by reference.
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Part IV

Item 15. Exhibits and financial statement schedules

(a)

3-1

32
4-1

Financial Statements - The i:oliowing financial statements are providcd under Item 8 - Financial Stacements and
Suppicmcntary Data of this Annual Reporton Form 10-K:

— Consolidated Balance Sheets as of December 31,2010 and 2009

- Consolidated Statements of Income for the years ended December 31,2010, 2009 and 2008

- Consolidated Statements of Comprehensive Income/(Loss) for the years ended December 31,2010, 2009 and 2008
- Consolidated Statements of Changes in Sharcholders' Equity for the years ended December 31,2010,2009 and 2008
- Consolidated Statements of Cash Flows for the years ended December 31,2010,2009 and 2008

- Notes to Consolidated Financial Statements

- Report of Independent Registered Public Accounting Firm

Financial Statement Schedules

Schedule IT - Valuation and Qualifying Accounts for the Years Ended December 31,2010, 2009 and 2008.

Column A Column B Column C - Additions Column D Column E
Balance at C/M}”gé’(l’ to Balance
Beginning — Costs and C/mrgm’ to at End
Description of Year Expenses Other  Deductions  of Year
2010
Allowance for Doubtful Accounts $10978 $ 1914 $ (7! $42072 $ 8614
LIFO Reserve 19,155 (1,988)3 17,167
Valuation Allowance on Deferred Tax Assets 76,540 13,6907 (3532)° 9,838¢6 76,860
2009
Allowance for Doubtful Accounts $ 9269 $ 5.825 $ 705! $4.8212 $10,978
LIFO Reserve 17,667 1,4883 19,155
Valuation Allowance on Deferred Tax Assets 73,632 41214 1928 31416 76,540
2008
Allowance for Doubtful Accounts $ 9519 $ 4516 $ (395)"  $43712 $ 9269
LIFO Reserve 16,404 12633 17,667
Valuation Allowance on Deferred Tax Assets 73175 11,3964 (4,894)° 6,045¢ 73,632

' Includes translation adjustmcnts and other insigniﬁcant adjustmcnts.

2 Includes amounts written off.

3 Includes adjusements based on pricing and inventory levels.

4 Includes creation of forcign and domestic deferred tax assets for which no benefit is cxpcctcd to be realized.

5 Includes translation adjusements.

¢ Includes utilization and expiration of capital loss carryforwards, netoperating loss carryforwards, and other deferred tax

asscts.

~1

Includes ciaangcs in valuation allowance due to forcign net opcrating losses and translation adjustmcnts.

All other schedules not included have been omitted because they are not requircd, are not appiicabie orthe requircd
information is given in the financial statements or notes thereto.
Exhibits

Articles of Incorporation, asamended (incorporatcd by reference to the chistrant’s Form 10-Q for the quarter ended

June 27,1999)
By-Laws, as amended (incorporated by reference to the Regjstrant’s Form 8-K filed December 6,2007)

Indenture, dated as of June 15,1991, between Registrant and The Bank of New York, as Trustee (incorporated by reference
to the Registrant’'s Form S-4 (File Number 333-119863))



42

44

45

46

10-4

10-5

10-6

10-7

10-8

10-9

10-10

10-11

10-12

10-13
10-14

10-15

10-16

10-17

First Supplemental Indenture, dated as of June 23, 2004, between Registrant and The Bank of New York, as Trustee
(incorporated by reference to the Registrant’s Form 10-Q for the quarter ended June 27,2004)

Second Supplemental Indenture, dated as of November 1,2010, between the Registrant and The Bank of New York
Mellon Trust Company, N.A., as Trustee (incorporated by reference to Registrant’s Form 8-K filed October 28,2010)

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)

Form of Note for 5.75% Notes due 2040 (incorporated by reference to form 8-K filed October 28,2010 - Appendix A to

Second Supplemental Indenture)

1991 Sonoco Products Company Key Employee Stock Plan, asamended (incorporated by reference to the Registrant’s

Form 10-Q for the quarter ended September 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 September 30,2007)

Sonoco Savings Plan, asamended (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 Mecting of Sharcholders on April 16,2008)

Deferred Compensation Plan for Key Employees of Sonoco Products Company (a.ka. 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, asamended (incorporated by

reference to the Registrant’s Form 10-Q for the quarter ended September 28, 2008)

Form of Executive Bonus Life Agreement between the Company and certain exccutive officers (incorporated by reference

to the Registrant’s Form 10-Q for the quarter ended September 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)

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

Registrant’s Form 8-K filed October 19,2005)

Amendments to the Omnibus Benefit Restoration Plan of Sonoco Products Company, dated February 10,2010

(incorporated by reference to Registrant’'s Form 10-K for the year ended December 31,2009)
Second Amended and Restated Credit Agreement, effective October 18,2010

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 September 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)
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Consolidated Balance Sheets
Sonoco Products Company and consolidated subsidiaries

10-18

10-19

10-20

12
21
23
31

32

99

101INS

101.SCH
101.CAL
101.LAB
101.PRE

Description of Stock Appreciation Rights and Performance Contingent Restricted Stock Units grantcd to executive

officers of the Registrant on February 3,2009 (incorporated by reference to Registrant’s Form 8-K filed February 9,2009)

Description of Stock Appreciation Rights and Performance Contingent Restricted Stock Units grantcd to executive

officers of the Registrant on February 9, 2010 (incorporated by reference to Registrant’s Form 8-K filed February 16,2010)

Performance-Based Annual Incentive Plan for Executive Officers (incorporated by reference to the Regjstrant’s Proxy

Statement for the April 19,2000 Annual Meeting of Sharcholders)

Statements regarding Computation of Ratio of Earnings to Fixed Charges

Subsidiaries of the Regjstrant

Consent of Independent Regjstered Public Accounting Firm with respect to Registrant’'s Form 10-K

Certifications of Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 and 17 CF.R 240.13a-14(a)

Certifications of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 and 17 C.FR.240.13a-14(b)

Proxy Statement, filed in conjunction with annual sharcholders’ meeting scheduled for April 20,2011 (to be filed within 120
days after December 31,2010)

XBRL Instance Document™

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

* Pursuant to Rule 406T ofRegulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or part ofa registration state-

ment or prospectus for purposcs of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes of Sec-

tion 18 of the Securities and Exchange Actof 1934, as amended, and otherwise are not subject to liability under those sections.



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 onits behalf by the undcrsigned, thereunto duly authorized, on this 28t day ofFebruary 2011.

SONOCO PRODUCTS COMPANY

/ém;f.am%

Harris E. DeLoach, Jr.
Chairman and Chief Executive Officer

Pursuant to thC 1'cquirements O{:tl’lC Sccuritics Exchangc Act Of 1 934, thiS rcport hélS bCCI’l signcd bClOW by thC fOHOVVil’lg PCFSOHS on behalfof

the Registrant and in the capacities indicated on this 28 day ochbruary 2011.

qu

Charles J. Hupfer
Senior Vice President and Chief Financial Officer

(principa] financial officer)

B:maﬁ!?v&*‘&h-'\

Barry L. Saunders
Vice President and Corporate Controller
(principa] accounting officer)
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Signatures, continued

/s/ H.E.DelLoach,]r.

H.E. DeLoach, Jr.

/s/ JL Coker

JL. Coker
/s/ P.L Davies
P.L. Davies
/s/  C.C.Fort
C.C. Fort

/s/ EH.Lawton, Il

E.H. Lawton, I11
/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

Chief Executive Officer and Director (Chairman)

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director



Shareholder Return Comparison

Investor information

The graph below compares Sonoco Products Company’s graph assumes that the value of the investment in the
cumulative five-year total sharcholder return on common Company’s common stock and in each of the indexes
stock with the cumulative total returns of the S&P 500 Index  (including reinvestment of dividends) was $100 on
and the Dow Jones U.S. Containers & Packaging Index. The 12/31/2005 and tracks it through 12/31/2010.

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

05 06 07 08 09 10

M sonoco
M s&pP 500
B Dow Jones U.S. Containers & Packaging

12/05 12/06 12/07 12/08 12/09 12/10
Sonoco Products Company 100.00 133.24 117.72 86.61 114.60 136.63
S&P 500 100.00 115.80 12216 76.96 97.33  111.99
Dow Jones U.S. Containers & Packaging 100.00 112.09 119.63 75.00 105.34 123.56

*$100 invested on 12/31/05 in stock or 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 right reserved.
The stock price performance included in this graph is not necessarily indicative of future stock price performance.

......................................................................................................
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Selected Eleven-year Financial Data (unaudited)

Dollars and Shares in Thousands Except Per Share

Operating Results!
Netsales $4,124,121 $3,597,331 $4,122,385 $4,039,992
Costof sales and operating expenses 3,761,945 3,317,744 3,772,751 3,695,917
Other expense, net? 72,616 26,801 100,061 36,191
Interest expense 37,413 40,992 53,401 61,440
Interestincome (2,307) (2,427) (6,204) (9.182)
Income before income taxes 254,454 214,221 202,376 255,626
Provision for income taxes*? 64,485 66.818 54.79 55,186
Income from continuing operations 189,969 147403 147579 200,440
Income from discontinued operations. net of income taxes
Income before equity in carnings of afhliates 189,969 147,403 147,579 200,440
Equityin carnings of affiliates. net of tax* 11,505 7742 9.679 11,586
Netincome 201,474 155,145 157,258 212,026
Net (income)/loss attributable to noncontrolling interests S (421) (3.663) 350 2,130
Netincome attributable to Sonoco 201,053 151,482 164.608 214,156
Per common share:
Net income attributable to Sonoco:
Basic $1.98 $1.50 $1.64 $2.13
Diluted 1.96 150 1.63 2.10
Cash dividends 1.11 1.08 1.07 1.02

Weighted average common shares outstanding;

Basic 101,599 100,780 100,321 100,632

Diluted 102,543 101,029 100,986 101,875
Actual common shares outstanding at December 31 100,510 100,149 99.732 99431
Financial Position
Net working capital $ 376,867 $ 190,934 $ 231,794 $ 2693598
Propcrty, plant and equipment, net 944,136 926,829 973,442 1,105,342
Toral assets 3,281,014 3,062,580 3,086,466 3,340,243
Long-term debt 603,941 462,743 656,847 804,339
Tortal debt 620,890 580,796 689,825 849,538
Total equity” 1,507,693 1,380,630 1,174,518 1,463,486
Current ratio 15 12 1.3 1.4
Total debr ro total capital ©” 29.2% 29.6% 37.0% 36.7%
OtherData
Depreciation, depletion and amortization expense! $ 169,665 $ 173,587 $ 183,034 $ 181,339
Cash dividends declared — common 111,756 107,887 106,558 102,658
Market price per common share (ending) 33.67 29.25 23.16 32.68
Return on total equity 127 13.9% 12.0% 11.6% 16.1%
Return on netsales!2 4.9% 4.2% 4.0% 5.3%

! Operating results for 2000-2002 have been restated to reclassify the High Density Film business, which was sold in 2003, as discontinued operations.

22010 daca reflects net chargcs of $72.,616 pretax, $46,361 after tax, for cxtinguishmcnt of debr, restructuring and asset impairment chargcs. 2009 datareflects net

charges of $26,801 pretax, $18,344 after tax, for restructuring and asser impairment charges. 2008 dara reflects net charges of $100,061 pretax, $65,903 after tax, for

restructuring and assctimpairment chargcs. 2007 data reflects net ch;n‘gﬁs of $36,191 pretax, $25,356 after tax, for restructuring and assctimpairment chargcs. 2006

datareflects net chargcs 0f $25,970 pretax, $21,330 after tax, for restructuring chargc& 2005 datareflects net chargcs of$21,237 pretax, $14,343 after tax for restructur-

ing cost. 2004 dara reflects net charges of $18,982 pretax, $16,154 after tax, for restructuring costs. 2003 data reflects net charges of $50,056 pretax, $35,329 afeer tax, for

restructuring costs. 2002 data reflects nee charges of $10,409 pretax, $6,663 after tax, for restructuring costs. 2001 data reflects net charges of $51,175 pretax, $49,028

after tax, for the net gain from lcgal sectlements, corporatc»owncd life insurance (COLI) and restructu ring costs. 2000 datareflects net chargcs of $5.543 pretax, $1,372

after tax, for the net gain on the sales of divested businesses, restructuring costsand exccutive severance charges.



2006 2005 2004 2003 2002 2001 2000

$3,656,839 $3,528,574 $ 3,155:433 $2.758.326 $2,701,419 $2.464,445 $2,570,708
3,310,751 3,232,590 2,897,046 2549726 2455357 2,204,874 2,250,793
25970 21,237 18,982 50,056 10,409 S1175 5,543
51,952 51,559 47463 52,399 54,196 52,217 59,604
(6.642) (7938) (5.400) (2.188) (1.649) (3.800) (3.794)
274,808 231,126 197,342 108,333 183,106 159979 258,562
93.329 84,174 58.858 37.698 65075 269 107463
181,479 146,952 138,484 70,635 118,031 82,710 151,099
60771 9.848 10.113 7497
181,479 146,952 138,484 131,406 127.879 92.823 158,596
12.185 11402 10.259 6575 6151 (796) 8.206
193,664 158,354 148,743 137981 134,030 92,027 166,802
141 3523 2486 968 1286 (418) (504)
195.081 1618 151,229 138,949 135316 91.609 166298
$1.95 $1.63 $154 $1.44 $1.40 $0.96 $1.67
192 L6l 153 143 1.39 096 1.66
095 091 0.87 0.84 0.83 0.80 0.79
100,073 99,336 98,018 96,819 96,373 95,370 99725
101,534 100,418 98,947 97129 97178 95.807 99900
100,550 99988 98,500 96969 96.380 95453 94,681
$ 282974 $ 265,014 $ 282226 $ 75671 $ 104,671 $ 204,899 $ 258713
1,019.594 943,951 1,007,295 923,569 975368 1,008,944 973,470
2916,678 2,981,740 3,041,319 2,520,633 2436439 2352197 2212611
712,089 657075 813,207 473,220 699.346 885,961 812,085
763992 781,605 906,961 674587 833.846 921,810 857,641
1,240,112 1,345,940 1,242,090 1033914 887,102 826,753 827543
14 L4 14 L1 1.2 14 L6
38.1% 36.7% 42.2% 395% 485% 52.7% 509%
$ 164,863 $ 163,074 $ 163928 $ 153,538 $ 145923 $ 144,709 $ 137041
94,745 90.126 85,060 81,128 79.768 76,080 78,718
38.06 2940 29.65 24.62 2293 2658 21.63
14.6% 12.6% 13.7% 14.7% 15.6% 11.2% 18.6%
5.3% 4.6% 4.8% 5.0% 5.0% 3.7% 65%

3The Provision for income taxes in 2001 and 2000 includes $14,613 and $12,000, rcspcctively, related co COLIL
12010,2009,2003,2002 and 2001 data includes rescructuring charges of $671, 8908, $450, $(65) and $6,591, respectively.

32010,2009,2008,2007,2006,2005,2004 and 2003 data includes restructuring charges of $139,$3,788, $(4,107), $(63), $(416), $(1,260), $(1,778) and $1,005,

respectively.

¢ Calculated as Toral debe divided by the sum of Total debrand Total equity. Debr levels for 2000 have been adjusted for cash relaced to theissuance of
restricted-purpose bonds.

"Years 2000-2008 are restated to reflect the inclusion of noncontrolling interests into Total equity.
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General Information

Address

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 am. Eastern Time on Wednesday, April 20, at:
The Center Theater

212 North Fifth Street

Hartsville, SC 29550-4136

A live audiocast will be available, wich a rcplay archived for six
months. Instructions for listcning to this audiocast will be
available at sonoco.com, approximatcly 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 Company’s
intellectual assets, including 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 rcquircd to compete
succcssfully in today’s global marketplacc. The Company
proviclcs Cqual Cmploymcnt opportunities in its global opcrations
without rcgard to race, color, age, gcndcr, rcligion, national origin

or physical 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
only,and are 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, provicics avariety of information
about the Company. The site features a newsroom for press
releases, photos, financial reports and presentations, proxy
statements, various SEC ﬁlings, events, sustainability activity

ancl morce.

Information about Sonoco’s products, technologies, awards and
activities is also available at Facebook (facebook.com/sonoco.
products), LinkedIn (linkedin.com/companies/sonoco), Twitter
(ewitter.com/sonoco_products) and YouTube (youtube.com/

sonocoproducts).

Sonoco publications

Annual ICpOrts, current and past, and the Znvestor News &ngzn‘erb/
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 ofhicer
required to be submitted to the New York Stock Exchange
pursuant to Section 303A.12(a) of the Listed Company Manual
for 2010 was submitted to the New York Stock Exchange.

The Certifications of the Company’s principal executive officer
and principal financial officer rcquircd 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 31,2010, which has been filed

with the Securities and Exchangc Commission.
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