Edgar Filing: SONOCO PRODUCTS CO - Form 10-Q

SONOCO PRODUCTS CO
Form 10-Q
July 31, 2007



Edgar Filing: SONOCO PRODUCTS CO - Form 10-Q

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended July 1, 2007
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File No. 0-516
SONOCO PRODUCTS COMPANY

Incorporated under the laws L.R.S. Employer Identification
of South Carolina No. 57-0248420
1 N. Second St.
Hartsville, South Carolina 29550
Telephone: 843/383-7000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes b No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer p Accelerated filer o Non-accelerated filer o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No p
Indicate the number of shares outstanding of each of the issuer s classes of common stock at July 27, 2007:

Common stock, no par value: 100,919,886
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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements.

SONOCO PRODUCTS COMPANY

CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)

(Dollars and shares in thousands)

Assets
Current Assets
Cash and cash equivalents
Trade accounts receivable, net of allowances
Other receivables
Inventories:
Finished and in process
Materials and supplies
Prepaid expenses and other

Property, Plant and Equipment, Net
Goodwill

Other Intangible Assets, Net

Other Assets

Total Assets

Liabilities and Shareholders Equity
Current Liabilities
Payable to suppliers
Accrued expenses and other
Notes payable and current portion of long-term debt
Accrued taxes

Long-Term Debt, Net of Current Portion
Pension and Other Postretirement Benefits
Deferred Income Taxes and Other
Commitments and Contingencies
Shareholders Equity

Common stock, no par value

Authorized 300,000 shares 100,808 and 100,550 shares issued and outstanding

at July 1, 2007 and December 31, 2006, respectively
Capital in excess of stated value

Accumulated other comprehensive loss

Retained earnings

Total Shareholders Equity

Table of Contents

July 1,
2007

$ 78,302
516,385
33,370

141,831
185,573
95,304

1,050,765
1,086,311
802,135
140,462
194,154

$3,273,827

$ 359,200
255,329
50,469
9,970

674,968
926,275
220,298
146,623

7,175

434,421
(219,703)

1,083,770

1,305,663

December
31,
2006*

86,498
459,022
33,287

126,067
177,781
60,143

942,798
1,019,594
667,288
95,885
191,113

2,916,678

357,856
243,387
51,903
6,678

659,824
712,089
209,363
116,334

7,175

430,002
(262,305)

1,044,196

1,219,068

4
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Total Liabilities and Shareholders Equity $3,273,827

*  The year-end
condensed
consolidated
balance sheet
data was
derived from

audited financial

statements but

does not include

all disclosures
required by
generally
accepted
accounting
principles.

See accompanying Notes to Condensed Consolidated Financial Statements
3

$

2,916,678
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SONOCO PRODUCTS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (unaudited)

(Dollars and shares in thousands except per share data)

Net sales

Cost of sales

Selling, general and administrative expenses
Restructuring charges

Income before interest and income taxes
Interest expense
Interest income

Income before income taxes
Provision for income taxes

Income before equity in earnings of
affiliates/minority interest in subsidiaries

Equity in earnings of affiliates/minority interest in
subsidiaries, net of tax

Net income

Weighted average common shares outstanding:
Basic

Diluted
Per common share:
Net income:

Basic

Diluted

Cash dividends

Three Months Ended
July 1, June 25,
2007 2006
$994,431 $917,010

804,358 742,984
119,823 88,663
3,289 2,564
66,961 82,799
14,949 13,999
(2,189) (1,482)
54,201 70,282
15,022 24,060
39,179 46,222
3,172 3,120
$ 42,351 $ 49,342
100,990 99,342
102,565 100,530
$ 0.42 $ 0.50
$ 0.41 $ 0.49
$ 0.26 $ 0.24

Six Months Ended
July 1, June 25,
2007 2006
$1,950,110 $1,735,779

1,574,872 1,405,577
209,509 170,000
10,095 4,919
155,634 155,283
29,073 26,117
(4,825) (2,747)
131,386 131,913
41,570 43,296
89,816 88,617
5,639 5,869
$ 95,455 $ 94,486
100,848 99,864
102,425 101,211
$ 0.95 $ 0.95
$ 0.93 $ 0.93
$ 0.50 $ 0.47

See accompanying Notes to Condensed Consolidated Financial Statements
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SONOCO PRODUCTS COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(Dollars in thousands)

Cash Flows from Operating Activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, depletion and amortization

Non-cash Fox River environmental charge

Non-cash share-based compensation expense

Equity in earnings of affiliates/minority interest in subsidiaries

Loss on disposition of assets/asset impairment

Tax effect of nonqualified stock options

Excess tax benefit of share-based compensation

Deferred taxes

Cash dividend from affiliated companies

Change in assets and liabilities, net of effects from acquisitions, dispositions, and
foreign currency adjustments:

Receivables

Inventories

Prepaid expenses

Payables and taxes

Benefit plan contributions

Other assets and liabilities

Net cash provided by operating activities

Cash Flows from Investing Activities:
Purchase of property, plant and equipment
Cost of acquisitions, exclusive of cash acquired
Proceeds from the sale of assets

Investment in affiliates and other

Net cash used in investing activities

Cash Flows from Financing Activities:
Proceeds from issuance of debt

Principal repayment of debt

Net increase in commercial paper borrowings
Net increase in bank overdrafts

Excess tax benefit of share-based compensation
Cash dividends common

Shares acquired

Common shares issued

Table of Contents

Six Months Ended
July 1, June 25,
2007 2006*
$ 95,455 $ 94,486
85,480 77,272
20,000
6,275 5,810
(5,639) (5,869)
3,056 1,703
8,897 5,240
(8,897) (5,240)
(5,751) (8,531)
4,502 4,098
(26,309) (35,387)
(6,850) 17,012
(32,253) (5,729)
(16,708) 4,127)
(6,848) (4,676)
12,358 21,369
126,768 157,431
(85,874) (59,095)
(212,756) (39,901)
4,814 14,806
2,652 (2,000)
(291,164) (86,190)
22,157 14,002
(26,153) (41,061)
213,000 18,000
2,778 31,764
8,897 5,240
(50,294) (46,907)
(56,730) (82,668)
46,460 31,863

7
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Net cash provided by (used in) financing activities 160,115 (69,767)
Effects of Exchange Rate Changes on Cash (3,915) (432)
Net (Decrease) Increase in Cash and Cash Equivalents (8,196) 1,042
Cash and cash equivalents at beginning of period 86,498 59,608
Cash and cash equivalents at end of period $ 78,302 $ 60,650
*  Prior year s data

have been

reclassified to

conform to the

current year s

presentation.

See accompanying Notes to Condensed Consolidated Financial Statements
5
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)

Note 1: Basis of Interim Presentation
In the opinion of the management of Sonoco Products Company (the Company ), the accompanying unaudited
condensed consolidated financial statements contain all adjustments (consisting of only normal recurring
adjustments, unless otherwise stated) necessary to state fairly the consolidated financial position, results of
operations and cash flows for the interim periods reported herein. Operating results for the three and six months
ended July 1, 2007, are not necessarily indicative of the results that may be expected for the year ending
December 31, 2007. These condensed consolidated financial statements should be read in conjunction with the
consolidated financial statements and the notes thereto included in the Company s Annual Report on Form 10-K
for the fiscal year ended December 31, 2006.
With respect to the unaudited condensed consolidated financial information of the Company for the three and six
month periods ended July 1, 2007 and June 25, 2006 included in this Form 10-Q, PricewaterhouseCoopers LLP
reported that they have applied limited procedures in accordance with professional standards for a review of such
information. However, their separate report dated July 31, 2007, appearing herein, states that they did not audit
and they do not express an opinion on that unaudited financial information. Accordingly, the degree of reliance
on their report on such information should be restricted in light of the limited nature of the review procedures
applied. PricewaterhouseCoopers LLP is not subject to the liability provisions of Section 11 of the Securities Act
of 1933 for their report on the unaudited financial information because that report is not a report ora part of a
registration statement prepared or certified by PricewaterhouseCoopers LLP within the meaning of Sections 7
and 11 of the Act.

Note 2: Acquisitions
During the second quarter of 2007, the Company acquired Matrix Packaging, Inc., a blow-mold packaging
business with operations in the United States and Canada. This acquisition, which is expected to generate annual
sales of approximately $140,000, is accounted for in the Consumer Packaging segment. The Company also
acquired a small tube and core business in Mexico, which is included in the Tubes and Cores/Paper segment. The
aggregate cost of these acquisitions was approximately $213,000 in cash. In conjunction with these acquisitions,
the Company recorded a preliminary fair value of assets acquired as follows: identifiable intangibles of
approximately $48,000, goodwill of approximately $125,000 (none of which is expected to be deductible for
income tax purposes) and other net tangible assets of approximately $40,000. The Company has accounted for
these acquisitions as purchases and, accordingly, has included their results of operations in consolidated net
income from the date of acquisition.

6
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
Note 3: Shareholders Equity
Earnings Per Share
The following table sets forth the computation of basic and diluted earnings per share:

Three Months Ended Six Months Ended
July 1, June 25, July 1, June 25,

2007 2006 2007 2006
Numerator:
Net income $ 42,351 $ 49,342 $ 95,455 $ 94,486
Denominator:
Weighted average common shares
outstanding 100,990,000 99,342,000 100,848,000 99,864,000
Dilutive effect of:
Stock-based compensation 1,575,000 1,188,000 1,577,000 1,347,000
Dilutive shares outstanding 102,565,000 100,530,000 102,425,000 101,211,000
Reported net income per common share:
Basic $ 0.42 $ 0.50 $ 0.95 $ 0.95
Diluted $ 0.41 $ 0.49 $ 0.93 $ 0.93

Stock options to purchase approximately 3,500 and 1,833,000 shares at July 1, 2007 and June 25, 2006, respectively,
were not dilutive and, therefore, are excluded from the computations of diluted income per common share amounts.
No adjustments were made to reported net income in the computations of earnings per share.
Stock Repurchases
On April 19, 2006, the Company s Board of Directors rescinded all previously approved stock repurchase programs in
conjunction with its approval of a new program, which authorizes the repurchase of up to 5,000,000 shares of the
Company s common stock. On February 7, 2007, in anticipation of a planned repurchase, the Board of Directors
approved the reinstatement of the first 1,500,000 shares repurchased in 2007 to the total share authorization. During
the first quarter of 2007, the Company repurchased 1,500,000 shares of Sonoco common stock for $56,730. No
additional shares were repurchased pursuant to this program during the second quarter of 2007. Accordingly, at July 1,
2007, 5,000,000 shares remained authorized for future repurchase under the Company s repurchase program.

7
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
Note 4: Restructuring Programs
The Company has two active restructuring plans, one of which was approved in October 2006 (the 2006 Plan),
and the other in August 2003 (the 2003 Plan). During the three- and six-month periods ended July 1, 2007 and
June 25, 2006, the Company recognized total restructuring charges, net of adjustments, under these two plans as

follows:
Three Months Ended Six Months Ended
July 1, June 25, July 1, June 25,
2007 2006 2007 2006
Restructuring charges, net of adjustments (pre tax) $ 3,289 $ 2,564 $10,095 $ 4919
Income tax benefit (423) (895) (2,455) (1,774)
Restructuring charges, net of adjustments (after tax) $ 2,866 $ 1,669 $ 7,640 $ 3,145

Restructuring charges are included in Restructuring charges in the Condensed Consolidated Statements of Income,
except for restructuring charges applicable to equity method investments, which are included in Equity in earnings of
affiliates/minority interest in subsidiaries, net of tax. Additional disclosure concerning each plan is provided below.
The 2006 Plan

The 2006 Plan calls for the closure of approximately 12 plant locations and the reduction of approximately 540
positions worldwide. The majority of the restructuring program is focused on international operations, principally
within Europe, and is intended to make those operations more cost effective. These measures began in the fourth
quarter of 2006 and are expected to be substantially complete by the end of 2007.

The total pre-tax cost of the 2006 Plan is estimated to be approximately $37,500, most of which is related to severance
and other termination costs. Accordingly, the vast majority of the total restructuring cost will result in the expenditure
of cash. As of July 1, 2007, the Company had incurred total charges of $27,596 associated with these activities. The
following table provides additional details of the cumulative charges recognized through July 1, 2007:

Severance Asset
2006 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Inception to Date Benefits of Assets Costs Total
Tubes and Cores/Paper Segment $ 9,915 $ 3,997 $3,431 $17,343
Consumer Packaging Segment 4,685 2,597 849 8,131
Packaging Services Segment 528 %4 %4 528
All Other Sonoco 847 261 486 1,594
Cumulative Restructuring Charges, net of
adjustments $ 15,975 $ 6,855 $4,766 $27,596

The Company expects to recognize an additional pre-tax cost of approximately $10,000 associated with the 2006 Plan.
These expected charges consist primarily of severance and termination benefits. Of these future costs, it is estimated
that $7,800 will impact the Tubes and Cores/Paper segment, $2,000 will impact the Consumer Packaging segment,
and $200 will impact All Other Sonoco.

Table of Contents 11
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
During the three months ended July 1, 2007, the Company recognized restructuring charges associated with the 2006
Plan of $3,679, net of adjustments. The following table provides additional details of these net charges:

Severance Asset
2006 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Second Quarter Benefits of Assets Costs Total
2007
Tubes and Cores/Paper Segment $ 493 $ (678) $ 897 $ 712
Consumer Packaging Segment 177 2,065 248 2,490
Packaging Services Segment 230 Y4 %4 230
All Other Sonoco 93 Y4 154 247
Total $ 993 $ 1,387 $ 1,299 $3,679

The net charges for the three months ended July 1, 2007, relate primarily to the announced closures of the following: a
rigid packaging plant in Germany, rigid packaging production lines in the United Kingdom, a paper mill in France, a
tube and core plant in Canada, and a molded plastics plant in the United States.

During the three months ended July 1, 2007, the Company also recorded non-cash income in the amount of $33 after
tax in order to reflect a minority interest holder s portion of restructuring costs that were charged to expense.

During the six months ended July 1, 2007, the Company recognized restructuring charges associated with the 2006
Plan of $10,098, net of adjustments. The following table provides additional details of these net charges:

Asset

Severance
2006 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Year to Date Benefits of Assets Costs Total
2007
Tubes and Cores/Paper Segment $ 1,450 $ (623) $ 1,301 $ 2,128
Consumer Packaging Segment 3,628 2,287 694 6,609
Packaging Services Segment 451 % % 451
All Other Sonoco 472 % 438 910
Total $ 6,001 $ 1,664 $2,433 $ 10,098

The net charges for the six months ended July 1, 2007, relate primarily to the same announced closures as disclosed
above for the three months ended July 1, 2007.
During the six months ended July 1, 2007, the Company also recorded non-cash income in the amount of $43 after tax
in order to reflect a minority interest holder s portion of restructuring costs that were charged to expense.
The following table sets forth the activity in the 2006 Plan restructuring accrual included in Accrued expenses and
other on the Company s Condensed Consolidated Balance Sheets:

9
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SONOCO PRODUCTS COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

(unaudited)
Severance Asset

2006 Plan and Impairment/ Other
Accrual Activity Termination Disposal Exit
2007 Year to Date Benefits of Assets Costs Total
Liability, December 31, 2006 $ 8,264 $ 7, $ 1,685 $ 9,949
New charges 6,373 2,512 2,446 11,331
Cash (payments)/receipts (10,883) 848 (2,563) (12,598)
Asset writedown/disposals (noncash) % (2,512) % (2,512)
Foreign currency translation 198 %4 27 225
Adjustments and disposal of assets (372) (848) (13) (1,233)
Liability, July 1, 2007 $ 3,580 $ 7, $ 1,582 $ 5,162

During the six months ended July 1, 2007, the Company recognized pre-tax asset impairment charges totaling $2,512.
Most of this cost was associated with the sale of a rigid packaging business in Germany and the closure of a rigid
packaging production line in the United Kingdom. Both of these operations were part of the Consumer Packaging
segment. Favorable adjustments of $848 were recorded during this same period related to the sale of equipment
previously impaired as the result of the closure of a paper mill in France. This operation was reported in the Tubes and
Cores/Paper segment.

Other exit costs consist primarily of building lease termination charges and other miscellaneous exit costs.

The Company expects to pay the majority of the remaining 2006 Plan restructuring costs, with the exception of
ongoing pension subsidies and certain building lease termination expenses, by the end of 2007, using cash generated
from operations.

The 2003 Plan

In August 2003, the Company announced general plans to reduce its overall cost structure by $54,000 pretax by
realigning and centralizing a number of staff functions and eliminating excess plant capacity. Pursuant to these plans,
the Company has initiated or completed 22 plant closings and has reduced its workforce by approximately 1,120
employees. As of July 1, 2007, the Company had incurred cumulative charges, net of adjustments, of approximately
$103,005 pretax associated with these activities. The following table provides additional details of these net charges:

Severance Asset
2003 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Inception to Date Benefits of Assets Costs Total
Tubes and Cores/Paper Segment $ 36,873 $ 17,048 $ 18,662 $ 72,583
Consumer Packaging Segment 11,195 5,084 5,186 21,465
Packaging Services Segment 333 %4 % 333
All Other Sonoco 2,999 326 92 3,417
Corporate 5,094 3% 113 5,207
Cumulative Restructuring Charges, net of
adjustments $ 56,494 $ 22,458 $24,053 $ 103,005

Table of Contents 14
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The Company expects to recognize future additional other exit costs of approximately $200 pretax associated with the
2003 Plan. These costs are expected to be comprised of other exit costs within the Tubes and Cores/Paper segment.
10
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
During the three months ended July 1, 2007, the Company recognized a net restructuring credit of $390 in connection
with the 2003 Plan, compared with a net restructuring charge of $2,564 recognized during the same period last year.
The current year s net credit resulted from a gain on the sale of a building and tract of land adjoining a paper mill in
Downingtown, Pennsylvania, that was shut down in 2005. The gain exceeded other exit costs incurred during the
period associated with this paper mill and a previously closed tube and core plant in the United States. The following
table provides additional details of these net charges:

Severance Asset
2003 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Second Quarter Benefits of Assets Costs Total
2007
Tubes and Cores/Paper Segment $ % $ (1,025) $ 635 $ (390)
Total $ %4 $ (1,025) $ 635 $ (390)
2006
Tubes and Cores/Paper Segment $ 736 $ % $1,788 $2,524
Consumer Packaging Segment 36 Y4 4 40
Total $ 772 $ Y4 $1,792 $2,564

During the three months ended June 25, 2006, the Company also recorded non-cash income in the amount of $121
after tax in order to reflect a minority interest holder s portion of restructuring costs that were charged to expense.
During the six months ended July 1, 2007 and June 25, 2006, the Company recognized restructuring (credits)/charges,
net of adjustments, of $(3) and $4,919, respectively. The current year s net credit resulted from a gain on the sale of a
building and tract of land adjoining a paper mill in Downingtown, Pennsylvania, that was shut down in 2005. The gain
exceeded severance and other exit costs incurred during the period associated with this paper mill and a previously
closed tube and core plant in the United States. The following table provides additional details of these net charges:

Severance Asset
2003 Plan and Impairment/ Other
Restructuring Charges Termination Disposal Exit
Year to Date Benefits of Assets Costs Total
2007
Tubes and Cores/Paper Segment $ 61) $ (1,025) $1,083 $ 0B
Total $ (61) $ (1,025) $ 1,083 $ B
2006
Tubes and Cores/Paper Segment $ 1,411 $ 2 $2.817 $4,230
Consumer Packaging Segment 667 Y4 22 689

Table of Contents 16
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Total $ 2,078 $ 2 $2,839 $4919

During the six months ended June 25, 2006, the Company also recorded non-cash income in the amount of $221 after
tax in order to reflect a minority interest holder s portion of restructuring costs that were charged to expense.
The following table sets forth the activity in the 2003 Plan restructuring accrual included in Accrued expenses and
other on the Company s Condensed Consolidated Balance Sheets:

11
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SONOCO PRODUCTS COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)

(unaudited)
Severance Asset

2003 Plan and Impairment/ Other
Accrual Activity Termination Disposal Exit
2007 Year to Date Benefits of Assets Costs Total
Liability, December 31, 2006 $ 567 $ % $ 4,112 $ 4,679
New charges 3% 3% 1,081 1,081
Cash (payments)/receipts (112) 2,104 (1,426) 566
Asset writedown/disposals (noncash) % (1,079) % (1,079)
Foreign currency translation 6 Y4 81 87
Adjustments and disposal of assets 61) (1,025) 3 (1,083)
Liability, July 1, 2007 $ 400 $ %4 $ 3,851 $ 4,251

During the six months ended July 1, 2007, the Company received cash of $2,104 in connection with the sale of a
building and tract of land associated with a paper mill in Downingtown, Pennsylvania. The mill had been closed in
2005 and an impairment charge recognized as the assets were written down to their estimated fair value. The sale
resulted in a favorable adjustment to restructuring as the sales proceeds were in excess of the adjusted fair value of the
assets sold. This adjustment was related to the Tubes and Cores/Paper segment.
Other exit costs consist primarily of building lease termination charges and other miscellaneous exit costs.
The Company expects to pay the majority of the remaining restructuring costs, with the exception of ongoing pension
subsidies and certain building lease termination expenses, by the end of 2007, using cash generated from operations.
Note 5: Comprehensive Income

The following table reconciles net income to comprehensive income:

Three Months Ended Six Months Ended
July 1, June 25, July 1, June 25,
2007 2006 2007 2006
Net income $42.351 $ 49,342 $ 95,455 $ 94,486
Other comprehensive income:
Foreign currency translation adjustments 24,647 8,047 35,591 13,872
Changes in defined benefit plans 2,721 3% 5,152 3%
Changes in derivative financial instruments, net of
income tax (2,462) (2,958) 1,859 (7,509)
Comprehensive income $67,257 $54,431 $ 138,057 $100,849

The following table summarizes the components of accumulated other comprehensive loss and the changes in
accumulated other comprehensive loss, net of tax as applicable, for the three months ended July 1, 2007:

Foreign Accumulated
Currency Defined Derivative Other
Translation Benefit Financial Comprehensive
Adjustments Plans Instruments Loss
Balance at December 31, 2006 $  (22,630) $(237,616) $ (2,059 $ (262,305)
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Year-to-date change 35,591 5,152 1,859 42,602
Balance at July 1, 2007 $ 12,961 $(232,464) $ (200) $ (219,703)
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
At July 1, 2007, the Company had commodity swaps outstanding to fix the costs of a portion of raw materials and
energy. These swaps, which have maturities ranging from July 2007 to June 2010, qualify as cash flow hedges under
Statement of Financial Accounting Standards No. 133 Accounting for Derivative Instruments and Hedging Activities.
The fair market value of these commodity swaps was a net unfavorable position of $761 at July 1, 2007, and $3,223 at
December 31, 2006.
The cumulative tax benefit of the Defined Benefit Plans was $135,103 at July 1, 2007, and $138,790 at December 31,
2006. Additionally, the deferred tax (liability) benefit of Derivative Financial Instruments was $112 and $1,164 at
July 1, 2007 and December 31, 2006, respectively. The tax effect on Derivative Financial Instruments for the three
and six months ended July 1, 2007 was $1,400 and $(1,038), respectively.
Note 6: Goodwill and Other Intangible Assets
Goodwill
A summary of the changes in goodwill for the quarter ended July 1, 2007 is as follows:

Tubes
and
Cores Consumer Packaging
All
/Paper Packaging Services Other
Segment Segment Segment Sonoco Total

Balance as of December 31, 2006 $ 225,957 $ 224,657 $ 150,973 $ 65,701 $ 667,288
2007 Acquisitions 3% 125,231 3% 3% 125,231
Foreign currency translation 5,148 7,048 30 70 12,296
Other % (1,888) % % (1,888)
Adjustments 16 (789) 1 (20) (792)
Balance as of July 1, 2007 $ 231,121 $ 354,259 $ 151,004 $ 65,751 $802,135

The Company expensed goodwill associated with a rigid packaging business in Germany when that business was sold
in the second quarter of 2007. The goodwill expensed totaled $1,888 and is shown above under the caption Other .
Adjustments to goodwill consist primarily of changes to deferred tax valuation allowances acquired in connection
with acquisitions made in prior years.

Other Intangible Assets

A summary of other intangible assets as of July 1, 2007 and December 31, 2006 is as follows:

July 1, 2007 December 31, 2006
Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Amount Amortization
Patents $ 3,360 $ 3,260 $ 3,360 $ 3,255
Customer lists 156,854 25,696 108,741 20,651
Land use rights 7,025 2,919 6,855 2,797
Supply agreements 1,000 600 1,000 550
Other 10,148 5,450 8,302 5,120
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SONOCO PRODUCTS COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except per share data)
(unaudited)
The Company recorded $48,390 of identifiable intangibles in connection with 2007 acquisitions. Of this total,
approximately $46,450 related to customer lists and $1,940 to other identifiable intangibles, primarily trademarks and
non-compete agreements.
Other intangible assets are amortized, usually on a straight-line basis, over their respective useful lives, which
generally range from three to fifteen years. Aggregate amortization expense was $2,485 and $1,593 for the three
months ended July 1, 2007 and June 25, 2006, respectively, and $5,037 and $3,398 for the six months ended July 1,
2007 and June 25, 2006, respectively. Amortization expense on other intangible assets is expected to approximate
$11,896 in 2007, $12,929 in 2008, $12,321 in 2009, $11,995 in 2010 and $11,800 in 2011.
Note 7: Dividend Declarations
On April 18, 2007, the Board of Directors declared a regular quarterly dividend of $0.26 per share. This dividend was
paid June 8, 2007 to all shareholders of record as of May 18, 2007.
On July 18, 2007, the Board of Directors declared a regular quarterly dividend of $0.26 per share. This dividend is
payable September 10, 2007 to all shareholders of record as of August 17, 2007.
Note 8: Employee Benefit Plans
The Company provides non-contributory defined benefit pension plans for a majority of its employees in the United
States and certain of its employees in Mexico and Belgium. Effective December 31, 2003, the Company froze
participation for newly hired salaried and non-union hourly U.S. employees in its traditional defined benefit plan. The
Company adopted a defined contribution plan, the Sonoco Investment and Retirement Plan (SIRP), covering its
non-union U.S. employees hired on or after January 1, 2004. The Company also sponsors contributory pension plans
covering the majority of its employees in the United Kingdom, Canada, and the Netherlands, as well as postretirement
healthcare and life insurance benefits to the majority of its retirees and their eligible dependents in the United States
and Canada.
The components of net periodic benefit cost include the following:

Three Months Ended Six Months Ended
July 1, June 25, July 1, June 25,
2007 2006 2007 2006

Retirement Plans
Service cost $ 7,220 $ 7,449 $ 14,427 $ 14,888
Interest cost 17,410 16,103 34,734 32,076
Expected return on plan assets (21,993) (20,240) (43,885) (40,326)
Amortization of net transition obligation 58 153 116 303
Amortization of prior service cost 484 403 966 806
Amortization of net actuarial loss 5,275 7,106 10,527 14,076
Net periodic benefit cost $ 8,454 $ 10,974 $ 16,885 $ 21,823
Retiree Health and Life Insurance Plans
Service cost $ 612 $ 626 $ 1,224 $ 1,252
Interest cost 1,234 1,365 2,468 2,730
Expected return on plan assets (521) (568) (1,042) (1,136)
Amortization of prior service cost (2,426) (2,257) (4,852) (4,515)
Amortization of net actuarial loss 1,143 1,534 2,286 3,068
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