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...is leadership you 
can trust.

“Our business transformation project will 
provide the tools and processes that are  
necessary to grow sales, reduce costs 
and manage the business more effectively. 
We are taking a very measured approach 
and are leveraging the intellectual capital 
we possess, with several hundred of our  
dedicated Sysco associates working on 
the project.”

“Operational improvement is at  
the core of what we do every day.  
During the past year, we sharpened  
our focus on improving our business 
and helping our customers succeed. 
Looking forward, we have multiple  
initiatives in process that will  
drive further productivity and  
profitability improvements.”

“One of the key areas of focus in 2010 was continuing to 
support our customers. We strive to be a true partner to  
the foodservice operators that we serve. We help them look 
for ways to attract more patrons, be more efficient and 
reduce costs. When our efforts are successful, we earn our 
customers’ loyalty and respect – a valuable commodity.” 

“Strong supplier relationships are  
essential to our ability to deliver  
differentiated value to our customers. 
We work closely with our suppliers  
to create channels for growth that 
benefit both them and us. More and 
more, that means bringing them into 
the sales planning process.”

Jim Hope 
Executive Vice President,  
Business Transformation

Bill Day 
Executive Vice President,  
Supply Chain

Mike Green
Executive Vice President,  
Foodservice Operations

Larry Pulliam
Executive Vice President, Foodservice Operations

B E H I N D  E V E R Y  S Y S C O  C U S T O M E R . . .

Sysco’s well-tenured senior 
management team applies 
their years of experience 
toward understanding and 
solving the challenges that 
our customers face every day. 
They are dedicated to Sysco’s 
mission to market and deliver 
great products to our custom-
ers with exceptional value.



...is a strong supply 
chain & distribution 
network.

Sysco’s unmatched supply 
chain and distribution network 
enable us to bring a diverse 
selection of quality products 
to customers from coast to 
coast. For San Diego’s PETcO 
Park, our supply chain ensures 
that thousands of hungry 
Padres fans can count on 
enjoying a variety of delicious 
foods, from typical ballpark 
concessions to high-end cali-
fornia cuisine prepared under 
the direction of executive chef 
Ambarish Lulay, shown here 
with Sysco marketing associ-
ate Suzanne Jones. 

B E H i N D  E v E R y  S y S c O  c U S T O M E R . . .
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...is an efficient & 
reliable operation.

Efficient internal operations 
keep Sysco’s costs and energy 
use down. At our new distri-
bution center in Houston, a  
mini-load system handles low- 
volume products with maxi-
mum efficiency. The space- 
saving system allows for  
easy storage and retrieval of 
product and accurate inventory 
control. The warehouse also 
uses hydrogen fuel-powered 
forklifts and pallet trucks 
throughout its 585,000 square 
foot facility.

B E H i N D  E v E R y  S y S c O  c U S T O M E R . . .
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...is quality, fresh & 
consistent food.

Food is the heart of Sysco’s 
business, and we put our name 
and reputation behind the 
foods we provide to restaurants 
like costa vida, a Mexican 
fast-casual chain. With loca-
tions in seven states, costa 
vida counts on Sysco to  
provide consistent quality 
across multiple locations. 

B E H i N D  E v E R y  S y S c O  c U S T O M E R . . .
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Number of Sysco 
brand product 
offerings.

40,000Here 
and 
Now

1.2
Billion

ChefEx

A 
Higher 
Degree

Number of cases  
of food and related 
products Sysco 
sold in fiscal 2010.

Each of Sysco’s 
brands adheres  
to strict safety 
standards – often 
higher than those 
required by the 
industry. Whether 
it’s chicken or chili 
peppers, tomatoes 
or Thai spices – 
products are 
checked for  
quality every  
step of the way.

Sysco’s program that provides  
customers the finest and freshest  
ingredients – hand-selected and  
hand-crafted by the culinary world’s  
best producers and artisans.

Sysco’s local and 
small/mid-sized 
family farms  
initiative provides 
customers with 
fresh, high-quality, 
locally produced 
foods.



“Yes.”
...is the commitment 
to do whatever it 
takes.

“You want locally grown  
spinach? Exotic imported 
morels? Bigger quantities? 
Smaller, easier-to-lift bags of 
sugar?” No matter what our  
customers need to make their 
businesses successful, Sysco 
makes it happen. Marketing  
associates like Art Najera at 
Sysco Houston work hand-in-
hand with restaurant owners  
and chefs to provide not just 
products, but foodservice busi-
ness expertise on everything 
from menu planning to our  
value-added iCare program.  
And we are continuing to  
develop more ways to serve  
our customers. 

B E H I N D  E V E R Y  S Y S C O  C U S T O M E R . . .

Do	you	have...
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“Yes.”
Do	you	have...

Can you...
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	 Fiscal	Year	Ended	 Percent	Change

(Dollars	in	thousands,	except	for	per	share	data)		 July	3,	2010	 June	27,	2009	 June	28,	2008	 2010–09	 2009–08	
	 (53	weeks)

 Sales $ 37,243,495 $ 36,853,330 $ 37,522,111 1% (2)%

 Operating income  1,975,868  1,872,211  1,879,949 6 (0)

 Earnings before income taxes  1,849,589  1,770,834  1,791,338 4 (1)

 Net earnings  1,179,983  1,055,948  1,106,151 12 (5)

 Diluted earnings per share  1.99  1.77  1.81 12 (2)

 Dividends declared per share  0.99  0.94  0.85 5 11

 Shareholders’ equity per share  6.50  5.85  5.68 11 3

 capital expenditures $ 594,604 $ 464,561 $ 515,963 28 (10)

 Return on invested capital  19%  19%  21% – (2)

 Diluted average shares outstanding  593,590,042  596,069,204  610,970,783 (0) (2)

 Number of shares repurchased  6,000,000  16,951,200  16,769,900 (65) 1

 Number of employees  46,000  47,000  50,000 (2) (6)

 Number of shareholders of record  15,158  12,564  13,015 21 (3)

Our	financial	results	are	impacted	by	accounting	changes	and	the	adoption	of	various	accounting	standards.	Information	regarding	these	changes	is		
available	in	our	Annual	Report	on	Form	10-K	for	fiscal	2010,	which	is	included	in	this	Annual	Report.

Financial Highlights
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 ince Sysco’s inception, our mission has been to market 
and deliver great products to our customers with exceptional service. In fiscal 
2010, remaining focused on that mission allowed us to deliver the most profitable 
year in our 40-year history as a public company – while operating in a very challeng-
ing business environment for a second consecutive year. 

Throughout this letter, we will address our fiscal 2010 financial results, provide  
context on the market and industry environment, outline Sysco’s initiatives to 
drive profitable growth, update you on recent leadership changes and share our 
view for the future.

For the fiscal year ending July 3, 2010, we achieved sales of $37.2 billion and  
operating income of $2.0 billion. This year, we had the advantage of a 53-week 
year, but even adjusted for the extra week, our earnings per share was our highest 
on record. We are proud of the results our associates produced this year and grat-
ified to be able to continue to invest substantial sums of capital in our business. 

We did see a more favorable market environment begin to emerge in the second 
half of the fiscal year, as evidenced by both modest case volume growth and mod-
erate food cost inflation. While the extent, pace and consistency of the economic 
recovery are not clear, our strong operating cash flow and balance sheet position 
us well to capitalize on opportunities moving forward. 

What is clear is that consumer confidence is still suffering and, as a result, people 
are making more value-focused spending decisions. We’ve seen, however, that 
they are still willing to spend money on food away from home – foodservice has 
become an essential industry and has demonstrated remarkable resilience during 
a tough economy. Eating out remains a relatively low-cost form of entertainment 
in which people still want to invest. 

To Our Shareholders

“We will continue to invest in profitably growing our 
business, both organically and through acquisitions.”

Bill DeLaney
President & Chief Executive Officer

Net Earnings of 

$1.2 billion
This was an increase of 11.7 percent 
compared to the prior year.
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Similarly, Sysco’s Management made the same kinds of value-conscious decisions 
on how we would allocate our investment capital during fiscal 2010. In pursuing 
our mission, we continually focus on the core of our business: 

•  enriching our customers’ experience by delivering great products with  
timeliness and accuracy and supporting their success through our business 
review process and other services; 

•  continuing to improve operational efficiency and lower our cost structure  
by further refining our distribution systems to reduce miles driven and  
energy used;

•  strengthening our supply chain network by working with our supplier  
partners in new ways to profitably grow sales; and

•  providing support to our associates who, in turn, provide great service for 
our customers. 

In addition, we continue to move forward on our business transformation initiative 
that will position us even more strongly for the future by streamlining our pro-
cesses, reducing costs and improving data availability. This transformation will 
be supported by an enterprise resource planning system that we are ready to begin 
piloting in fiscal 2011, but the process goes much deeper than just our systems.

The business case for the initiative is compelling. We have identified opportunities 
to reduce cost in many areas – in some immediately – by establishing a shared 
business services function that moves many of our administrative services,  
currently scattered across our operating companies, into a single center. 

The transformational opportunity is truly exciting. By combining a robust  
data-driven system with our already strong focus on customer service, we will 
provide our sales force and customers with more effective tools and capabilities 
that will enhance their productivity, and position Sysco to gain additional market 
share in our very fragmented industry. And by streamlining our processes and 
improving our access to data, we will create new opportunities to expand the 
core of our business. 

“The business transformation we are  
undergoing will enhance our organiza- 
tional effectiveness in many ways, most 
importantly by supporting our efforts to 
become Sysco’s customers’ most valued  
and trusted business partner.”

Manny Fernandez
Chairman of the Board

Return on  
Invested Capital 

19 percent
Sysco delivered another year of strong 
returns on invested capital.



We are approaching this transformation with the same level of thoughtful planning 
and risk mitigation that we apply across all our activities. We are working from 
a timeline that allows us to thoroughly pilot and test each aspect of the system 
before proceeding further. Overall, we are allowing more than two years from 
the initial pilot to a full rollout to all our broadline companies. 

Managing a change of this magnitude is about much more than technology. 
Throughout the process, we have sought the perspective and wisdom of our most 
tenured associates, and have engaged them in the transformation project from 
the outset. We have proceeded in this manner so as to ensure that Sysco’s future 
framework incorporates the best practices we have developed over the past 40 years. 

Our leadership structure is also changing. Ken Spitler, vice-chairman, president 
and chief operating officer of Sysco, retired in June. We thank Ken for his immeasur-
able contributions to our organization over the past 24 years, and know that his 
leadership has driven our continuous operational improvements – especially in 
the toughest times. Steve Smith, executive vice president, also retired at the end 
of the fiscal year, after 30 years of dedicated service to our company. 

Mike Green has assumed responsibility for overseeing all U.S. broadline operations. 
Larry Pulliam continues to lead contract sales, SYGMA, distribution services and 
our specialty companies. We have named three additional individuals to executive 
management-level positions: Chris Kreidler joined us as chief financial officer 
with a wealth of experience in food industry finance; Jim Hope, who is leading 
our business transformation process, was promoted to executive vice president 
in November; and Bill Day, who oversees our merchandising and supply chain 
activities, was also promoted to executive vice president in July.

In addition, we have realigned our broadline leadership into eleven geographic 
markets. This action, combined with the above leadership changes, enhances 
our go-to-market strategy, allows us to more effectively implement our business 
transformation, helps us to develop and strengthen customer relationships that 
cross over local lines, and improves our approach to building a pipeline of acqui-
sitions. In addition, this new structure provides a broader platform to further 
develop our most talented and experienced leaders, now and in the future. 

As we enter our fifth decade, we move forward from a position of strength to an 
even stronger future. We will continue to invest in profitably growing our busi-
ness, both organically and through acquisitions. The business transformation we 
are undergoing will enhance our organizational effectiveness in many ways, most 
importantly by supporting our efforts to become Sysco’s customers’ most valued 
and trusted business partner.

Manny Fernandez  Bill DeLaney
Chairman of the Board  President & Chief Executive Officer
September 29, 2010  September 29, 2010
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Dividends Paid

$580 million
Sysco has paid and raised its  
dividend in each of its 40 fiscal years  
as a public company.
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What We Do

Sysco is the global leader in marketing 
and distributing food products to res-
taurants, healthcare and educational 
facilities, hotels and inns, and other 
foodservice and hospitality businesses. 
Although we do not grow any food or 
own any restaurants, we provide the 
path that connects these two ends of  
the foodservice chain. 

Since our beginning in 1969, we have 
founded our success on quality prod-
ucts, strong customer relationships, 
operational excellence and great people. 
This formula has enabled us to build 
a financially strong company and  
continue to reinvest in the business.

Our Knowledge of the Industry

Our breadth of understanding of the 
foodservice industry comes from our 
long history of working side-by-side 
with every size and type of constituent 
in the foodservice industry – from 
national restaurant chains and insti-
tutional foodservice providers to small 
restaurant owners, from large agri-
cultural food producers to small local 
farmers, from family-owned suppliers 
to major branded food manufacturers. 
We’re in the fields and in the kitchens. 

We use this knowledge to be a resource 
for our customers, providing not just 
products, but business solutions. Our 
business review process, in which we 
sit down with customers to understand 
their needs and offer the advice and ser-
vices that will support their success, is 
unmatched in the foodservice industry.

How We Operate

Each year, Sysco delivers more than 
1 billion cases of food and related prod-
ucts to more than 400,000 customers  
in the United States, Canada and around 
the world. We serve these customers 
through a network of local operating 
companies complemented by specialty 
business groups. 

Broadline
Our 94 locally focused broadline operat-
ing companies, distribute a wide range 
of Sysco brand and other food and non-
food products to both independent and 
chain restaurant customers and other 
foodservice locations ranging from 
sports arenas to healthcare and educa-
tional facilities. Our local marketing 
associates work closely with our cus-
tomers to identify and meet their needs.

SYGMA
Our 20 SYGMA operating locations 
focus exclusively on certain chain res-
taurant locations. Centralized functions 
allow SYGMA to work closely with the 
corporate purchasing systems of 
national and regional chains.

Specialty Companies
We meet the needs of customers who 
are looking for specialized and differen-
tiated products through our specialty 
meat and produce companies. Our lodg-
ing industry products company distrib-
utes personal care guest amenities,  
equipment, housekeeping supplies, 
room accessories and textiles to the 
lodging industry.

“Sysco’s relentless commitment to its 
customers helped us deliver record net 
earnings in fiscal 2010. Our operating 
performance and the strength of our 
balance sheet provide us with access  
to capital to continue investing in our 
business – even during difficult eco-
nomic times – and take advantage of 
opportunities to optimize and profit-
ably grow our business.”

R. Chris Kreidler
Executive Vice President &  
Chief Financial Officer

Sysco At A Glance
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Leadership

From	our	founding	by	John	Baugh,	who	
first	envisioned	a	national	foodservice	
distribution	network,	Sysco	has	a	his-
tory	of	strong	leaders.	The	members	
of our	senior	management	team	are	
respected	across	the	industry	for	their	
insight	and	commitment	to	the	quality	
of	the	foodservice	business.	

As	the	largest	foodservice	distributor	
in North	America,	Sysco	takes	an	active	
role	in	industry	associations	such	as	the	
International	Foodservice	Distributors	
Association.	We	also	provide	support	
at both	local	and	national	levels	to		
nonprofit	organizations	that	work	to	
end hunger.	

Breadth of Services

While	food	is	at	the	heart	of	our	business,	Sysco	offers	a	surprising	breadth	
of products	and	services	to	support	our	customers,	from	restaurant	design		
consulting	to	kitchen	composting	systems.	

We	distribute	kitchen	equipment,	dining	room	furniture,	linens,	dishes	and		
glassware;	offer	a	wide	selection	of	eco-friendly	paper	and	disposable	serving	
items;	and,	through	a	new	partnership	with	EcoLab,	provide	high-quality		
cleaning	and	food	safety	items.

We	also	partner	with	a	range	of	service	providers	who	can	design	and	print		
menus,	develop	and	buy	advertising,	repair	an	air	conditioner,	manage	payrolls	
and	even	provide	insurance	and	employee	benefits.	These	services,	under	our	
aptly	named	Sysco	iCare	umbrella,	leverage	Sysco’s	scale	to	benefit	independent	
restaurant	owners.

●	 94	 Broadline
●	 32	 Produce
●	 15	 Meat
●	 15	 Hotel	Supply
◆	 20	 SYGMA
▲	 1	 Asian
▲	 1	 IFG
▲	 2	 RDC
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B E H i N D  E v E R y  S y S c O  c U S T O M E R . . . Sysco’s suppliers are an integral part of our success, and we value that partner-
ship to the highest degree. We work to build the strength of our suppliers in 
many ways, including coaching growers on sustainable practices and helping 
to connect small and local farms with chef-driven restaurants. in addition, we 
often go to our suppliers with product recommendations based on the restaurant 
trends we are seeing – one more way that we provide a valuable link from one 
end of the food industry to the other. 

Because of the value we place on supplier relationships, we are building our capa-
bilities to become an even more effective partner, bringing some of the category 
management strategies used in consumer marketing to the foodservice business. 

Our connection with our suppliers happens not just at the point of purchase, but 
at many touch points across the spectrum of our business, from supply chain to 
quality assurance to sales planning and marketing. We are currently assessing 
how we can be more integrated with our largest suppliers at each of those multiple 
touch points. 

Strong supplier 
relationships 
benefit our  
customers

In business since 1979, Stone Ground Bakery is a 
family-owned foodservice-only bakery in Salt Lake 
City, where president Tammy Hines still uses some 
of her grandfather ’s recipes. Sysco’s product ideas, 
such as mini hot dog buns, have helped Stone 
Ground Bakery continue to grow.

Across the country, 
Sysco works closely 
with growers to ensure 
that ready-to-eat and 
processed vegetables 
are grown in safe 
and environmentally 
responsible ways. 

Artisanal cheese maker 
Hilary ’s Cheese in Victo-
ria, British Columbia, 
makes small batches 
of fine cheeses. Sysco 
extends Hilary ’s market 
reach to more customers 
than they would be able 
to access on their own, 
and helps reduce costs 
by providing them a  
single point of delivery. 

Bueno Foods in Albuquerque has been supplying 
Sysco with authentic tortillas, family recipe pre-
pared foods and world famous roasted New Mexico 
green chiles for three decades. Eric Ruvulcaba, 
quality assurance manager, makes sure fresh chiles 
meet Sysco’s specifications.

12 Sysco Corporation
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B E H i N D  E v E R y  S y S c O  c U S T O M E R . . .

Focusing on 
our customers 
makes us  
successful

Our ultimate measure of success is the quality of 
the dining experience enjoyed by our customers, 
like this family at the San Diego Zoo, where Sysco is 
a supplier of a variety of food and non-food products. 

Reliable delivery is 
key for Carnival Cruise 
Lines, a Sysco customer 
in San Diego and other 
markets. Once the ship 
pulls out of port, there is 
no turning back to pick 
up a last-minute item. 

Scripps Mercy Hospital , 
the largest hospital sys-
tem in San Diego County, 
has eliminated paper 
lining on its trays as a 
result of a new “non-slip” 
tray supplied by Sysco. 
The result is a savings of 
8.5 tons of paper across 
the hospital system.

14 Sysco Corporation

Hotel Grand Pacific in Victoria, British Columbia  
has been a Sysco customer for more than 20 years. 
We provide not just food, but glassware and other 
quality supplies for the four-diamond hotel’s  
restaurant and bar.

in good times and in tough times, the quality of Sysco’s customer relationships 
is what keeps us at the forefront of the industry. We are committed to maintain-
ing that quality and becoming even easier to work with going forward.

Our marketing associates work hand-in-hand with our customers to help their 
businesses succeed by providing the right products and services. In addition, 
every day we sit down with customers to conduct business reviews that identify 
areas for reducing costs, increasing sales, retaining employees or attracting new 
customers. In short, we are more than a supplier to these customers – we are a 
trusted advisor. This approach has been a key contributor to our ability to retain 
and grow our market share. 

Our business transformation process will only make this relationship better, 
by enabling us to better serve customers whose business footprints extend 
across multiple Sysco operating companies, and by using technology to shortcut 
repetitive ordering processes. Most of all , it will allow our marketing associates 
to continue to focus on what they do best – helping our customers succeed. 
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Directors

John M. cassaday (57) 2,3*,6

Elected: 2004 
President and  
Chief Executive Officer, 
Corus Entertainment, Inc.
Judith B. craven, M.D.,  
M.P.H. (64) 2,3,5*
Elected: 1996 
Retired President, United Way  
of the Texas Gulf Coast
William J. DeLaney (54) 4,6

Elected: 2009 
President and Chief Executive Officer, 
Sysco Corporation
Manuel A. Fernandez (64) 2,3,6*
Elected: 2006 
Chairman of the Board, 
Sysco Corporation 
Managing Director, SI Ventures
Larry c. Glasscock (62) 2,3,5

Elected: 2010 
Retired President,  
CEO and Chairman of the Board,  
Well Point, Inc.
Jonathan Golden (73) 4,5

Elected: 1984 
Partner, Arnall Golden Gregory, LLP
Joseph A. Hafner, Jr. (65) 1,4*,5,6

Elected: 2003 
Retired Chairman and 
Chief Executive Officer,  
Riviana Foods, Inc.
Hans-Joachim Koerber (64) 1,4

Elected: 2008 
Retired Chief Executive Officer, 
Metro AG
Nancy S. Newcomb (65) 1,4

Elected: 2006 
Retired Senior Corporate Officer, 
Risk Management, Citigroup
Phyllis S. Sewell (79) 2,3

Elected: 1991 
Retired Senior Vice President, 
Federated Department Stores, Inc.
Richard G. Tilghman (70) 1*,4,6

Elected: 2002 
Retired Chairman,  
SunTrust Banks 
Mid-Atlantic and 
Retired Vice Chairman, 
SunTrust Banks
Jackie M. Ward (72) 2*,3,6

Elected: 2001 
Retired Founder, Chairman, 
Chief Executive Officer and  
President,Computer Generation Inc.

Board committees
1 Audit
2  Corporate Governance 

and Nominating
3 Compensation
4 Finance
5 Corporate Sustainability
6 Executive

* Denotes Committee Chair

Directors’ Council

The Directors’ Council was estab-
lished in 1981 to assist the Board of 
Directors in determining manage-
ment strategies and policies in 
order to anticipate industry trends 
and respond capably to customers’ 
requirements. The Council is com-
posed of eight company presidents, 
representing some of Sysco’s most 
effective operations, and meets 
twice yearly.

Greg D. Bertrand
Vice President,  
Foodservice Operations (Midwest)
Patrick H. Burton
Vice President,  
Foodservice Operations  
(Rocky Mountains)
William D. Fisher
Sysco San Antonio
Bruce H. Matthews
Sysco Charlotte
Louis P. Nasir
Sysco Chicago
Rodney S. Stroud
Sysco Central Ontario, Sysco 
Toronto and Sysco Kingston
Brian M. Sturgeon
FreshPoint, Inc.
Marlin E. Turner
Sysco Atlanta

Officers

Richard E. Abbey
Vice President, Contract Sales
Thomas c. Barnes
Vice President,  
Foodservice Operations (Mideast)
Greg D. Bertrand
Vice President,  
Foodservice Operations (Midwest)
cameron L. Blakely
Vice President, Sourcing
Tim K. Brown
Vice President,  
Foodservice Operations (Florida)
Patrick H. Burton
Vice President,  
Foodservice Operations  
(Rocky Mountains)
Sandra G. carson
Vice President,  
Safety and Crisis Management
Gary W. cullen
Vice President,  
Distribution Services
Richard J. Dachman
Vice President, Produce
James M. Danahy
Vice President,  
Foodservice Operations (Northeast)
Robert J. Davis
Vice President,  
Foodservice Operations (Southeast)
Twila M. Day
Senior Vice President and  
Chief Information Officer
William B. Day
Executive Vice President,  
Merchandising and Supply Chain

William J. DeLaney
President and Chief Executive Officer 
christopher S. DeWitt
Vice President,  
Foodservice Operations (Mid Atlantic)
D. Michael Downs
Vice President,  
Real Estate and Construction
Kirk G. Drummond
Senior Vice President,  
Sysco Business Services  
and Treasurer
G. Mitchell Elmer
Senior Vice President, Controller 
and Chief Accounting Officer
Albert L. Gaylor
Vice President,  
Industry Relations and Diversity
Kathy O. Gish
Vice President and  
Assistant Treasurer
Joel T. Grade
Vice President,  
Foodservice Operations (Canada)
Barbara B. Green
Vice President, Tax
Michael W. Green
Executive Vice President,  
Foodservice Operations 
Alan E. Hasty
Senior Vice President,  
Merchandising
Michael S. Headrick
Senior Vice President,  
Foodservice Operations (South)
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Financials



	 	 	 	 	 	 	 	 	 	 	 	 	 	 5-Year	 10-Year	 20-Year	
	 	 	 	 	 	 	 	 	 	 	 	 	 1-Year	 Compound	 Compound	 Compound	
	 	 	 	 	 	 	 	 	 	 	 	 	 Growth	 Growth	 Growth	 Growth	
	 	 2010	 	 	 	 	 	 2004	 	 	 	 	 Rate	 Rates	 Rates	 Rates
	 	 (53	weeks)	 2009	 2008	 2007	 2006	 2005	 (53	weeks)	 2003	 2002	 2001	 2000	 2010	 2006–2010	 2001–2010	 1991–2010

Results of Operations
	 Sales	 $	 37,243,495	 $	 36,853,330	 $	 37,522,111	 $	 35,042,075	 $	 32,628,438	 $	 30,281,914	 $	 29,335,403	 $	 26,140,337	 $	 23,350,504	 $	 21,784,497	 $	 19,303,268	 1%	 4%	 7%	 8%

	 Cost	of	sales	 	 30,136,009	 	 29,816,999	 	 30,327,254	 	 28,284,603	 	 26,337,107	 	 24,498,200	 	 23,661,514	 	 20,979,556	 	 18,722,163	 	 17,513,138	 	 15,649,551

	 Gross	margins	 	 7,107,486	 	 7,036,331	 	 7,194,857	 	 6,757,472	 	 6,291,331	 	 5,783,714	 	 5,673,889	 	 5,160,781	 	 4,628,341	 	 4,271,359	 	 3,653,717

	 Operating	expenses	 	 5,131,618	 	 5,164,120	 	 5,314,908	 	 5,048,990	 	 4,796,301	 	 4,194,184	 	 4,141,230	 	 3,836,507	 	 3,467,379	 	 3,232,827	 	 2,843,755

	 Operating	income	 	 1,975,868	 	 1,872,211	 	 1,879,949	 	 1,708,482	 	 1,495,030	 	 1,589,530	 	 1,532,659	 	 1,324,274	 	 1,160,962	 	 1,038,532	 	 809,962	 6	 4	 9	 11

	 Interest	expense	 	 125,477	 	 116,322	 	 111,541	 	 105,002	 	 109,100	 	 75,000	 	 69,880	 	 72,234	 	 62,897	 	 71,776	 	 70,832

	 Other	income,	net	 	 802	 	 (14,945)	 	 (22,930)	 	 (17,735)	 	 (9,016)	 	 (10,906)	 	 (12,365)	 	 (8,347)	 	 (2,805)	 	 101	 	 1,522

	 Earnings	before	income	taxes	 	 1,849,589	 	 1,770,834	 	 1,791,338	 	 1,621,215	 	 1,394,946	 	 1,525,436	 	 1,475,144	 	 1,260,387	 	 1,100,870	 	 966,655	 	 737,608	 4	 4	 10	 11

	 Income	taxes	 	 669,606	 	 714,886	 	 685,187	 	 620,139	 	 548,906	 	 563,979	 	 567,930	 	 482,099	 	 421,083	 	 369,746	 	 283,979

	 Earnings	before	cumulative	
	 	 effect	of	accounting	change	 	 1,179,983	 	 1,055,948	 	 1,106,151	 	 1,001,076	 	 846,040	 	 961,457	 	 907,214	 	 778,288	 	 679,787	 	 596,909	 	 453,629	 12	 4	 10	 12

	 Cumulative	effect	of	
	 	 accounting	change	 	 –	 	 –	 	 –	 	 –	 	 9,285	 	 –	 	 –	 	 –	 	 –	 	 –	 	 (8,041)

	 Net	earnings	 $	 1,179,983	 $	 1,055,948	 $	 1,106,151	 $	 1,001,076	 $	 855,325	 $	 961,457	 $	 907,214	 $	 778,288	 $	 679,787	 $	 596,909	 $	 445,588	 12	 4	 10	 12

	 Effective	income	tax	rate	 	 36.20%	 	 40.37%	 	 38.25%	 	 38.25%	 	 39.35%	 	 36.97%	 	 38.50%	 	 38.25%	 	 38.25%	 	 38.25%	 	 38.50%

Per Common Share Data (1)

	 Diluted	earnings	per	share:	
	 	 Earnings	before	
	 	 	 accounting	change	 $	 1.99	 $	 1.77	 $	 1.81	 $	 1.60	 $	 1.35	 $	 1.47	 $	 1.37	 $	 1.18	 $	 1.01	 $	 0.88	 $	 0.68	 12	 6	 11	 13

	 	 Cumulative	effect	of	
	 	 	 accounting	change	 	 –	 	 –	 	 –	 	 –	 	 0.01	 	 –	 	 –	 	 –	 	 –	 	 –	 	 (0.01)

	 	 Net	earnings	 	 1.99	 	 1.77	 	 1.81	 	 1.60	 	 1.36	 	 1.47	 	 1.37	 	 1.18	 	 1.01	 	 0.88	 	 0.67	 12	 6	 12	 13

	 Dividends	declared	 	 0.99	 	 0.94	 	 0.85	 	 0.74	 	 0.66	 	 0.58	 	 0.50	 	 0.42	 	 0.34	 	 0.27	 	 0.23	 5	 11	 16	 20

	 Shareholders’	equity	 	 6.50	 	 5.85	 	 5.68	 	 5.36	 	 4.93	 	 4.39	 	 4.03	 	 3.41	 	 3.26	 	 3.16	 	 2.60	 11	 8	 10	 10

	 Diluted	average	shares	outstanding	 	 593,590,042	 	 596,069,204	 	 610,970,783	 	 626,366,798	 	 628,800,647	 	 653,157,117	 	 661,919,234	 	 661,535,382	 	 673,445,783	 	 677,949,351	 	 669,555,856

Performance Measurements
	 Pretax	return	on	sales	 	 4.97%	 	 4.81%	 	 4.77%	 	 4.63%	 	 4.28%	 	 5.04%	 	 5.03%	 	 4.82%	 	 4.71%	 	 4.44%	 	 3.82%

	 Return	on	average	
	 	 shareholders’	equity	 	 31%	 	 31%	 	 33%	 	 31%	 	 30%	 	 35%	 	 39%	 	 36%	 	 31%	 	 31%	 	 29%

	 Return	on	invested	capital
	 	 (equity	plus	total	debt)	 	 19%	 	 19%	 	 21%	 	 20%	 	 19%	 	 23%	 	 24%	 	 22%	 	 20%	 	 20%	 	 17%

Financial Position
	 Current	ratio	 	 1.69	 	 1.69	 	 1.49	 	 1.37	 	 1.37	 	 1.16	 	 1.23	 	 1.34	 	 1.52	 	 1.37	 	 1.47	

	 Working	capital	 $	 2,067,060	 $	 2,120,525	 $	 1,675,690	 $	 1,260,457	 $	 1,173,290	 $	 544,216	 $	 724,777	 $	 928,405	 $	 1,082,925	 $	 772,770	 $	 840,608

	 Other	assets	 	 2,033,620	 	 1,966,740	 	 2,017,470	 	 2,122,152	 	 2,127,431	 	 1,997,815	 	 1,829,412	 	 1,384,327	 	 1,138,682	 	 960,475	 	 747,463

	 Plant	and	equipment	(net)	 	 3,203,823	 	 2,979,200	 	 2,889,790	 	 2,721,233	 	 2,464,900	 	 2,268,301	 	 2,166,809	 	 1,922,660	 	 1,697,782	 	 1,516,778	 	 1,340,226

	 Total	assets	 	 10,313,701	 	 10,148,186	 	 10,010,615	 	 9,475,365	 	 8,937,470	 	 8,223,488	 	 7,812,740	 	 6,936,521	 	 5,989,753	 	 5,352,987	 	 4,730,145

	 Long-term	debt	 	 2,472,662	 	 2,467,486	 	 1,975,435	 	 1,758,227	 	 1,627,127	 	 956,177	 	 1,231,493	 	 1,249,467	 	 1,176,307	 	 961,421	 	 1,023,642

	 Shareholders’	equity	 	 3,827,526	 	 3,449,702	 	 3,408,986	 	 3,278,400	 	 3,052,284	 	 2,758,839	 	 2,564,506	 	 2,197,531	 	 2,132,519	 	 2,100,535	 	 1,721,584	 11	 7	 8	 8

Other Data
	 Dividends	declared	 $	 585,734	 $	 557,487	 $	 513,593	 $	 456,438	 $	 408,264	 $	 368,792	 $	 321,353	 $	 273,852	 $	 225,530	 $	 180,702	 $	 152,427

	 Capital	expenditures	 	 594,604	 	 464,561	 	 515,963	 	 603,242	 	 513,934	 	 390,026	 	 530,086	 	 435,637	 	 416,393	 	 341,138	 	 266,413

	 Number	of	employees	 	 46,000	 	 47,000	 	 50,000	 	 50,900	 	 49,600	 	 47,500	 	 47,800	 	 47,400	 	 46,800	 	 43,000	 	 40,400

Shareholder Data
	 Closing	price	of	common	share	
	 	 at	year	end(1)	 $	 28.27	 $	 22.98	 $	 28.22	 $	 32.99	 $	 30.56	 $	 36.25	 $	 34.80	 $	 29.55	 $	 27.22	 $	 27.15	 $	 21.07
	 Price/earnings	ratio	at	
	 	 year	end	–	diluted(1)	 	 14	 	 13	 	 16	 	 21	 	 23	 	 25	 	 25	 	 25	 	 27	 	 31	 	 31

	 Market	price	per	common	share	–	
	 	 high/low(1)	 $	 32–21	 $	 35–19	 $	 36–26	 $	 37–27	 $	 37–29	 $	 38–29	 $	 41–29	 $	 33–21	 $	 30–22	 $	 30–19	 $	 22–13

	 Number	of	shareholders	of	record	
	 	 at	year	end	 	 15,158	 	 12,564	 	 13,015	 	 13,557	 	 14,282	 	 15,083	 	 15,337	 	 15,533	 	 15,510	 	 15,493	 	 15,207

Our financial results are impacted by accounting changes and the adoption of various accounting standards. Information regarding these changes  
is available in our Annual Reports on Form 10-K for fiscal 2010 and previous years.
(1)The data presented reflects the 2-for-1 stock split on December 15, 2000.

(Dollars	in	thousands
	 except	for	per	share	data)

Eleven-Year Summary of Operations and Related Information
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	 	 	 	 	 	 	 	 	 	 	 	 	 	 5-Year	 10-Year	 20-Year	
	 	 	 	 	 	 	 	 	 	 	 	 	 1-Year	 Compound	 Compound	 Compound	
	 	 	 	 	 	 	 	 	 	 	 	 	 Growth	 Growth	 Growth	 Growth	
	 	 2010	 	 	 	 	 	 2004	 	 	 	 	 Rate	 Rates	 Rates	 Rates
	 	 (53	weeks)	 2009	 2008	 2007	 2006	 2005	 (53	weeks)	 2003	 2002	 2001	 2000	 2010	 2006–2010	 2001–2010	 1991–2010

Results of Operations
	 Sales	 $	 37,243,495	 $	 36,853,330	 $	 37,522,111	 $	 35,042,075	 $	 32,628,438	 $	 30,281,914	 $	 29,335,403	 $	 26,140,337	 $	 23,350,504	 $	 21,784,497	 $	 19,303,268	 1%	 4%	 7%	 8%

	 Cost	of	sales	 	 30,136,009	 	 29,816,999	 	 30,327,254	 	 28,284,603	 	 26,337,107	 	 24,498,200	 	 23,661,514	 	 20,979,556	 	 18,722,163	 	 17,513,138	 	 15,649,551

	 Gross	margins	 	 7,107,486	 	 7,036,331	 	 7,194,857	 	 6,757,472	 	 6,291,331	 	 5,783,714	 	 5,673,889	 	 5,160,781	 	 4,628,341	 	 4,271,359	 	 3,653,717

	 Operating	expenses	 	 5,131,618	 	 5,164,120	 	 5,314,908	 	 5,048,990	 	 4,796,301	 	 4,194,184	 	 4,141,230	 	 3,836,507	 	 3,467,379	 	 3,232,827	 	 2,843,755

	 Operating	income	 	 1,975,868	 	 1,872,211	 	 1,879,949	 	 1,708,482	 	 1,495,030	 	 1,589,530	 	 1,532,659	 	 1,324,274	 	 1,160,962	 	 1,038,532	 	 809,962	 6	 4	 9	 11

	 Interest	expense	 	 125,477	 	 116,322	 	 111,541	 	 105,002	 	 109,100	 	 75,000	 	 69,880	 	 72,234	 	 62,897	 	 71,776	 	 70,832

	 Other	income,	net	 	 802	 	 (14,945)	 	 (22,930)	 	 (17,735)	 	 (9,016)	 	 (10,906)	 	 (12,365)	 	 (8,347)	 	 (2,805)	 	 101	 	 1,522

	 Earnings	before	income	taxes	 	 1,849,589	 	 1,770,834	 	 1,791,338	 	 1,621,215	 	 1,394,946	 	 1,525,436	 	 1,475,144	 	 1,260,387	 	 1,100,870	 	 966,655	 	 737,608	 4	 4	 10	 11

	 Income	taxes	 	 669,606	 	 714,886	 	 685,187	 	 620,139	 	 548,906	 	 563,979	 	 567,930	 	 482,099	 	 421,083	 	 369,746	 	 283,979

	 Earnings	before	cumulative	
	 	 effect	of	accounting	change	 	 1,179,983	 	 1,055,948	 	 1,106,151	 	 1,001,076	 	 846,040	 	 961,457	 	 907,214	 	 778,288	 	 679,787	 	 596,909	 	 453,629	 12	 4	 10	 12

	 Cumulative	effect	of	
	 	 accounting	change	 	 –	 	 –	 	 –	 	 –	 	 9,285	 	 –	 	 –	 	 –	 	 –	 	 –	 	 (8,041)

	 Net	earnings	 $	 1,179,983	 $	 1,055,948	 $	 1,106,151	 $	 1,001,076	 $	 855,325	 $	 961,457	 $	 907,214	 $	 778,288	 $	 679,787	 $	 596,909	 $	 445,588	 12	 4	 10	 12

	 Effective	income	tax	rate	 	 36.20%	 	 40.37%	 	 38.25%	 	 38.25%	 	 39.35%	 	 36.97%	 	 38.50%	 	 38.25%	 	 38.25%	 	 38.25%	 	 38.50%

Per Common Share Data (1)

	 Diluted	earnings	per	share:	
	 	 Earnings	before	
	 	 	 accounting	change	 $	 1.99	 $	 1.77	 $	 1.81	 $	 1.60	 $	 1.35	 $	 1.47	 $	 1.37	 $	 1.18	 $	 1.01	 $	 0.88	 $	 0.68	 12	 6	 11	 13

	 	 Cumulative	effect	of	
	 	 	 accounting	change	 	 –	 	 –	 	 –	 	 –	 	 0.01	 	 –	 	 –	 	 –	 	 –	 	 –	 	 (0.01)

	 	 Net	earnings	 	 1.99	 	 1.77	 	 1.81	 	 1.60	 	 1.36	 	 1.47	 	 1.37	 	 1.18	 	 1.01	 	 0.88	 	 0.67	 12	 6	 12	 13

	 Dividends	declared	 	 0.99	 	 0.94	 	 0.85	 	 0.74	 	 0.66	 	 0.58	 	 0.50	 	 0.42	 	 0.34	 	 0.27	 	 0.23	 5	 11	 16	 20

	 Shareholders’	equity	 	 6.50	 	 5.85	 	 5.68	 	 5.36	 	 4.93	 	 4.39	 	 4.03	 	 3.41	 	 3.26	 	 3.16	 	 2.60	 11	 8	 10	 10

	 Diluted	average	shares	outstanding	 	 593,590,042	 	 596,069,204	 	 610,970,783	 	 626,366,798	 	 628,800,647	 	 653,157,117	 	 661,919,234	 	 661,535,382	 	 673,445,783	 	 677,949,351	 	 669,555,856

Performance Measurements
	 Pretax	return	on	sales	 	 4.97%	 	 4.81%	 	 4.77%	 	 4.63%	 	 4.28%	 	 5.04%	 	 5.03%	 	 4.82%	 	 4.71%	 	 4.44%	 	 3.82%

	 Return	on	average	
	 	 shareholders’	equity	 	 31%	 	 31%	 	 33%	 	 31%	 	 30%	 	 35%	 	 39%	 	 36%	 	 31%	 	 31%	 	 29%

	 Return	on	invested	capital
	 	 (equity	plus	total	debt)	 	 19%	 	 19%	 	 21%	 	 20%	 	 19%	 	 23%	 	 24%	 	 22%	 	 20%	 	 20%	 	 17%

Financial Position
	 Current	ratio	 	 1.69	 	 1.69	 	 1.49	 	 1.37	 	 1.37	 	 1.16	 	 1.23	 	 1.34	 	 1.52	 	 1.37	 	 1.47	

	 Working	capital	 $	 2,067,060	 $	 2,120,525	 $	 1,675,690	 $	 1,260,457	 $	 1,173,290	 $	 544,216	 $	 724,777	 $	 928,405	 $	 1,082,925	 $	 772,770	 $	 840,608

	 Other	assets	 	 2,033,620	 	 1,966,740	 	 2,017,470	 	 2,122,152	 	 2,127,431	 	 1,997,815	 	 1,829,412	 	 1,384,327	 	 1,138,682	 	 960,475	 	 747,463

	 Plant	and	equipment	(net)	 	 3,203,823	 	 2,979,200	 	 2,889,790	 	 2,721,233	 	 2,464,900	 	 2,268,301	 	 2,166,809	 	 1,922,660	 	 1,697,782	 	 1,516,778	 	 1,340,226

	 Total	assets	 	 10,313,701	 	 10,148,186	 	 10,010,615	 	 9,475,365	 	 8,937,470	 	 8,223,488	 	 7,812,740	 	 6,936,521	 	 5,989,753	 	 5,352,987	 	 4,730,145

	 Long-term	debt	 	 2,472,662	 	 2,467,486	 	 1,975,435	 	 1,758,227	 	 1,627,127	 	 956,177	 	 1,231,493	 	 1,249,467	 	 1,176,307	 	 961,421	 	 1,023,642

	 Shareholders’	equity	 	 3,827,526	 	 3,449,702	 	 3,408,986	 	 3,278,400	 	 3,052,284	 	 2,758,839	 	 2,564,506	 	 2,197,531	 	 2,132,519	 	 2,100,535	 	 1,721,584	 11	 7	 8	 8

Other Data
	 Dividends	declared	 $	 585,734	 $	 557,487	 $	 513,593	 $	 456,438	 $	 408,264	 $	 368,792	 $	 321,353	 $	 273,852	 $	 225,530	 $	 180,702	 $	 152,427

	 Capital	expenditures	 	 594,604	 	 464,561	 	 515,963	 	 603,242	 	 513,934	 	 390,026	 	 530,086	 	 435,637	 	 416,393	 	 341,138	 	 266,413

	 Number	of	employees	 	 46,000	 	 47,000	 	 50,000	 	 50,900	 	 49,600	 	 47,500	 	 47,800	 	 47,400	 	 46,800	 	 43,000	 	 40,400

Shareholder Data
	 Closing	price	of	common	share	
	 	 at	year	end(1)	 $	 28.27	 $	 22.98	 $	 28.22	 $	 32.99	 $	 30.56	 $	 36.25	 $	 34.80	 $	 29.55	 $	 27.22	 $	 27.15	 $	 21.07
	 Price/earnings	ratio	at	
	 	 year	end	–	diluted(1)	 	 14	 	 13	 	 16	 	 21	 	 23	 	 25	 	 25	 	 25	 	 27	 	 31	 	 31

	 Market	price	per	common	share	–	
	 	 high/low(1)	 $	 32–21	 $	 35–19	 $	 36–26	 $	 37–27	 $	 37–29	 $	 38–29	 $	 41–29	 $	 33–21	 $	 30–22	 $	 30–19	 $	 22–13

	 Number	of	shareholders	of	record	
	 	 at	year	end	 	 15,158	 	 12,564	 	 13,015	 	 13,557	 	 14,282	 	 15,083	 	 15,337	 	 15,533	 	 15,510	 	 15,493	 	 15,207

Our financial results are impacted by accounting changes and the adoption of various accounting standards. Information regarding these changes  
is available in our Annual Reports on Form 10-K for fiscal 2010 and previous years.
(1)The data presented reflects the 2-for-1 stock split on December 15, 2000.
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Non-accelerated filer n (Do not check if a smaller reporting company) Smaller reporting Company n

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes n No ¥

The aggregate market value of the voting stock of the registrant held by stockholders who were not affiliates (as defined by regulations of the Securities and
Exchange Commission) of the registrant was approximately $16,885,216,000 as of December 26, 2009 (based on the closing sales price on the New York
Stock Exchange Composite Tape on December 24, 2009, as reported by The Wall Street Journal (Southwest Edition)). As of August 18, 2010, the registrant had
issued and outstanding an aggregate of 588,379,521 shares of its common stock.
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PART I

ITEM 1. Business

Unless this Form 10-K indicates otherwise or the context otherwise requires, the terms “we,” “our,” “us,” “Sysco,” or “the company” as used in

this Form 10-K refer to Sysco Corporation together with its consolidated subsidiaries and divisions.

Overview

Sysco Corporation, acting through its subsidiaries and divisions, is the largest North American distributor of food and related products primarily

to the foodservice or food-away-from-home industry. We provide products and related services to approximately 400,000 customers, including

restaurants, healthcare and educational facilities, lodging establishments and other foodservice customers.

Founded in 1969, Sysco commenced operations as a public company in March 1970 when the stockholders of nine companies exchanged their

stock for Sysco common stock. Since our formation, we have grown from $115.0 million to $37.2 billion in annual sales, both through internal

expansion of existing operations and through acquisitions.

Sysco’s fiscal year ends on the Saturday nearest to June 30th. This resulted in a 53-week year ending July 3, 2010 for fiscal 2010 and 52-week

years ending June 27, 2009 and June 28, 2008 for fiscal 2009 and 2008, respectively.

Sysco Corporation is organized under the laws of Delaware. The address and telephone number of our executive offices are 1390 Enclave

Parkway, Houston, Texas 77077-2099, (281) 584-1390. This annual report on Form 10-K, as well as all other reports filed or furnished by Sysco

pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, are available free of charge on Sysco’s website at www.sysco.com as soon

as reasonably practicable after they are electronically filed with or furnished to the Securities and Exchange Commission.

Operating Segments

Sysco provides food and related products to the foodservice or food-away-from-home industry. Under the accounting provisions related to

disclosures about segments of an enterprise, we have aggregated our operating companies into a number of segments, of which only Broadline and

SYGMA are reportable segments as defined by accounting standards. Broadline operating companies distribute a full line of food products and a

wide variety of non-food products to their customers. SYGMA operating companies distribute a full line of food products and a wide variety of non-

food products to chain restaurant customer locations. Our other segments include our specialty produce, custom-cut meat and lodging industry

products segments and a company that distributes to international customers. Specialty produce companies distribute fresh produce and, on a

limited basis, other foodservice products. Specialty meat companies distribute custom-cut fresh steaks, other meat, seafood and poultry. Our

lodging industry products company distributes personal care guest amenities, equipment, housekeeping supplies, room accessories and textiles to

the lodging industry. Selected financial data for each of our reportable segments as well as financial information concerning geographic areas can be

found in Note 19, “Business Segment Information,” in the Notes to Consolidated Financial Statements in Item 8.

Customers and Products

Sysco’s customers in the foodservice industry include restaurants, hospitals, schools, hotels, industrial caterers and other similar venues where

foodservice products are served. Services to our customers are supported by similar physical facilities, vehicles, material handling equipment and

techniques, and administrative and operating staffs.

The products we distribute include:

• a full line of frozen foods, such as meats, fully prepared entrees, fruits, vegetables and desserts;

• a full line of canned and dry foods;

• fresh meats;

• dairy products;

• beverage products;

• imported specialties; and

• fresh produce.

We also supply a wide variety of non-food items, including:

• paper products such as disposable napkins, plates and cups;

• tableware such as china and silverware;

• cookware such as pots, pans and utensils;

• restaurant and kitchen equipment and supplies; and

• cleaning supplies.
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A comparison of the sales mix in the principal product categories during the last three years is presented below:

2010 2009 2008

Canned and dry products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19% 19% 18%
Fresh and frozen meats . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 17 18
Frozen fruits, vegetables, bakery and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 14 14
Dairy products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 10 11
Poultry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 10 10
Fresh produce . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 8 8
Paper and disposables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 8 8
Seafood . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 5
Beverage products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 4 3
Janitorial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 3 3
Equipment and smallwares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 2 2
Medical supplies(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —

100% 100% 100%

(1) Sales are less than 1% of total

Our operating companies distribute nationally-branded merchandise, as well as products packaged under our private brands. Products

packaged under our private brands have been manufactured for Sysco according to specifications that have been developed by our quality assurance

team. In addition, our quality assurance team certifies the manufacturing and processing plants where these products are packaged, enforces our

quality control standards and identifies supply sources that satisfy our requirements.

We believe that prompt and accurate delivery of orders, close contact with customers and the ability to provide a full array of products and

services to assist customers in their foodservice operations are of primary importance in the marketing and distribution of foodservice products to

our customers. Our operating companies offer daily delivery to certain customer locations and have the capability of delivering special orders on

short notice. Through our more than 13,000 sales and marketing representatives and support staff of Sysco and our operating companies, we stay

informed of the needs of our customers and acquaint them with new products and services. Our operating companies also provide ancillary services

relating to foodservice distribution, such as providing customers with product usage reports and other data, menu-planning advice, food safety

training and assistance in inventory control, as well as access to various third party services designed to add value to our customers’ businesses.

No single customer accounted for 10% or more of Sysco’s total sales for the fiscal year ended July 3, 2010.

Based upon available information, we estimate that sales by type of customer during the past three fiscal years were as follows:

Type of Customer 2010 2009 2008

Restaurants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62% 62% 63%
Hospitals and nursing homes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 11 10
Hotels and motels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 6 6
Schools and colleges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 5
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 16 16

Totals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100% 100%

Sources of Supply

We purchase from thousands of suppliers, both domestic and international, none of which individually accounts for more than 10% of our

purchases.These suppliers consist generally of large corporations selling brand name and private label merchandise, as well as independent regional

brand and private label processors and packers. Purchasing is generally carried out through both centrally developed purchasing programs and direct

purchasing programs established by our various operating companies.

Sysco’s Baugh Supply Chain Cooperative, Inc. (BSCC) administers a consolidated product procurement program designed to develop, obtain

and ensure consistent quality food and non-food products.The program covers the purchasing and marketing of Sysco Brand merchandise as well as

products from a number of national brand suppliers, encompassing substantially all product lines. Sysco’s operating companies purchase product

from the suppliers participating in BSCC’s programs and from other suppliers, although Sysco Brand products are only available to the operating

companies through BSCC’s programs.

Sysco’s National Supply Chain group, a department at the corporate headquarters, is focused on increasing profitability by lowering operating

costs and by lowering aggregate inventory levels, which reduces future facility expansion needs at our broadline operating companies, while

providing greater value to our suppliers and customers. One of the initiatives of this group is redistribution, which involves the construction and

operation of regional distribution centers (RDCs), which aggregate inventory demand to optimize the supply chain activities for certain products for

all Sysco broadline operating companies in the region. Currently, we have two RDCs in operation in Virginia and Florida and have made initial

investments to build two additional RDCs. Management is evaluating the most appropriate timing for the building of these RDCs, balancing both

market conditions and the timing of the implementation of the company’s Business Transformation Project (see more discussion below under

“Capital Improvements”).
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Working Capital Practices

Our growth is funded through a combination of cash flow from operations, commercial paper issuances and long-term borrowings. See the

discussion in “Management’s Discussion and Analysis of Financial Condition and Results of Operations, Liquidity and Capital Resources” at Item 7

regarding our liquidity, financial position and sources and uses of funds.

Credit terms we extend to our customers can vary from cash on delivery to 30 days or more based on our assessment of each customer’s credit

worthiness. We monitor each customer’s account and will suspend shipments if necessary.

A majority of our sales orders are filled within 24 hours of when customer orders are placed.We generally maintain inventory on hand to be able

to meet customer demand. The level of inventory on hand will vary by product depending on shelf-life, supplier order fulfillment lead times and

customer demand. We also make purchases of additional volumes of certain products based on supply or pricing opportunities.

We take advantage of suppliers’ cash discounts where appropriate and otherwise generally receive payment terms from our suppliers ranging

from weekly to 30 days or more.

Corporate Headquarters’ Services

Our corporate staff makes available a number of services to our operating companies. Members of the corporate staff possess experience and

expertise in, among other areas, accounting and finance, treasury, cash management, information technology, employee benefits, engineering, risk

management and insurance, sales and marketing, payroll, human resources, training and development, and tax compliance services. The corporate

office also makes available warehousing and distribution services, which provide assistance in operational best practices including space utilization,

energy conservation, fleet management and work flow.

Capital Improvements

To maximize productivity and customer service, we continue to modernize or construct new distribution facilities. During fiscal 2010, 2009 and

2008, approximately $594.6 million, $464.6 million and $516.0 million respectively, were invested in facility expansions, fleet additions and other

capital asset enhancements. We estimate our capital expenditures in fiscal 2011 should be in the range of $700 million to $750 million. During the

three years ended July 3, 2010, capital expenditures were financed primarily by internally generated funds, our commercial paper program and bank

and other borrowings. We expect to finance our fiscal 2011 capital expenditures from the same sources.

We are undertaking a Business Transformation Project, pursuant to which we are developing and implementing an integrated software system

to support a majority of our businesses and further streamline our operations. These systems are commonly referred to as Enterprise Resource

Planning (ERP) systems. We have substantially completed the design and build phases of our Business Transformation Project, and we are currently

testing the underlying ERP system and processes. Implementation is anticipated to begin with the first operating company location in the first half of

calendar 2011 and our shared business services center in fiscal 2011. Approximately $160 million to $180 million of the fiscal 2011 estimated capital

expenditures are related to the Business Transformation Project.

Employees

As of July 3, 2010, we had approximately 46,000 full-time employees, approximately 18% of whom were represented by unions, primarily the

International Brotherhood of Teamsters. Contract negotiations are handled by each individual operating company. Approximately 28% of our union

employees are covered by collective bargaining agreements which have expired or will expire during fiscal 2011 and are subject to renegotiation.

Since July 3, 2010, two contracts covering 452 of such employees have been renegotiated. We consider our labor relations to be satisfactory.

Competition

Industry sources estimate that there are more than 16,500 companies engaged in foodservice distribution in the United States. Our customers

may also choose to purchase products directly from retail outlets or negotiate prices directly with our suppliers. While we compete primarily with

local and regional distributors, a few companies compete with us on a national basis. We believe that the principal competitive factors in the

foodservice industry are effective customer contacts, the ability to deliver a wide range of quality products and related services on a timely and

dependable basis and competitive prices. An additional competitive factor for our larger chain restaurant customers is the ability to provide a

national distribution network. We consider our primary market to be the foodservice market in the United States and Canada and estimate that we

served about 17% of this approximately $210 billion annual market. We believe, based upon industry trade data, that our sales to the United States

and Canada food-away-from-home industry were the highest of any foodservice distributor during fiscal 2010. While adequate industry statistics

are not available, we believe that in most instances our local operations are among the leading distributors of food and related non-food products to

foodservice customers in their respective trading areas. We believe our competitive advantages include our more than 8,000 marketing associates,

our diversified product base, which includes a differentiated group of high quality Sysco brand products, the diversity in the types of customers we

serve, our economies of scale and our wide geographic presence in the United States and Canada, which mitigates some of the impact of regional

economic declines that may occur over time and provides a national distribution network for larger chain restaurant customers. We believe our

liquidity and access to capital provides us the ability to continuously invest in our business including implementation of various supply chain and

operational initiatives to improve efficiency and productivity.We are the only publicly-traded distributor in the food-away-from-home industry in the
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United States. While our public company status provides us with some advantages, including access to capital, we believe it also provides us with

some disadvantages that our competitors do not have in terms of additional costs related to complying with regulatory requirements.

Government Regulation

As a marketer and distributor of food products, we are subject to the U.S. Federal Food, Drug and Cosmetic Act and regulations promulgated

thereunder by the U.S. Food and Drug Administration (FDA), as well as the Canadian Food and Drugs Act and the regulations thereunder.

The FDA regulates food safety through various statutory and regulatory mandates, including manufacturing and holding requirements for foods

through good manufacturing practice regulations, hazard analysis and critical control point (HACCP) requirements for certain foods, and the food

and color additive approval process. The agency also specifies the standards of identity for certain foods, prescribes the format and content of

information required to appear on food product labels, regulates food contact packaging and materials, and maintains a Reportable Food Registry for

the industry to report when there is a reasonable probability that an article of food will cause serious adverse health consequences. For certain

product lines, we are also subject to the Federal Meat Inspection Act, the Poultry Products Inspection Act, the Perishable Agricultural Commodities

Act, the Packers and Stockyard Act and regulations promulgated by the U.S. Department of Agriculture (USDA) to interpret and implement these

statutory provisions. The USDA imposes standards for product safety, quality and sanitation through the federal meat and poultry inspection

program. The USDA reviews and approves the labeling of these products and also establishes standards for the grading and commercial acceptance

of produce shipments from our suppliers. We are also subject to the Public Health Security and Bioterrorism Preparedness and Response Act of

2002, which imposes certain registration and record keeping requirements on facilities that manufacture, process, pack or hold food for human or

animal consumption.

In Canada, the Canadian Food Inspection Agency administers and enforces the food safety and nutritional quality standards established by

Health Canada under the Canadian Food and Drugs Act and under other related federal legislation, including the Canada Agricultural Products Act,

the Meat Inspection Act, the Fish Inspection Act and the Consumer Packaging and Labeling Act (as it relates to food). These laws regulate the

processing, storing, grading, packaging, marking, transporting and inspection of certain Sysco product lines as well as the packaging, labeling, sale,

importation and advertising of pre-packaged and certain other products.

We and our products are also subject to state, provincial and local regulation through such measures as the licensing of our facilities;

enforcement by state, provincial and local health agencies of state, provincial and local standards for our products; and regulation of our trade

practices in connection with the sale of our products. Our facilities are subject to inspections and regulations issued pursuant to the U.S. Occu-

pational Safety and Health Act by the U.S. Department of Labor, together with similar occupational health and safety laws in each Canadian province.

These regulations require us to comply with certain manufacturing, health and safety standards to protect our employees from accidents and to

establish hazard communication programs to transmit information on the hazards of certain chemicals present in products we distribute.

We are also subject to regulation by numerous U.S. and Canadian federal, state, provincial and local regulatory agencies, including, but not

limited to, the U.S. Department of Labor and each Canadian provincial ministry of labour, which set employment practice standards for workers, and

the U.S. Department of Transportation and the Canadian Transportation Agency, which regulate transportation of perishable and hazardous

materials and waste, and similar state, provincial and local agencies.

Most of our distribution facilities have ammonia-based refrigeration systems and tanks for the storage of diesel fuel and other petroleum

products which are subject to laws regulating such systems and storage tanks. Other U.S. and Canadian federal, state, provincial and local provisions

relating to the protection of the environment or the discharge of materials do not materially impact the use or operation of our facilities.

Compliance with these laws has not had, and is not anticipated to have, a material effect on our capital expenditures, earnings or competitive

position.

General

We have numerous trademarks which are of significant importance to the company. We believe that the loss of the Sysco(R) trademark would

have a material adverse effect on our results of operations.

We are not engaged in material research and development activities relating to the development of new products or the improvement of

existing products.

Our sales do not generally fluctuate significantly on a seasonal basis; therefore, the business of the company is not deemed to be seasonal.

As of July 3, 2010, we operated 180 distribution facilities throughout the United States, Canada and Ireland.
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Item 1A. Risk Factors

Periods of Difficult Economic Conditions and Heightened Uncertainty in the Financial Markets Affect Consumer Confidence, which Can Adversely Impact

our Business

The foodservice distribution industry is characterized by relatively high inventory turnover with relatively low profit margins and the foodservice

industry is sensitive to national and regional economic conditions. From late in fiscal 2008 through the beginning of fiscal 2010, deteriorating

economic conditions and heightened uncertainty in the financial markets negatively affected consumer confidence and discretionary spending. This

led to reductions in the frequency of dining out and the amount spent by consumers for food-away-from-home purchases. These conditions, in turn,

negatively impacted our sales, as noted by our declining sequential sales trend each quarter from a positive 8.5% in the first quarter of fiscal 2008 to

a negative 8.1% in the first quarter of fiscal 2010. The development of similar economic conditions in the future or permanent changes in consumer

dining habits as a result of such conditions would likely negatively impact our operating results. Although economic conditions appear to have

improved since the first quarter of fiscal 2010, the perceived improvement may not continue or may not result in consumers returning to their prior

dining habits.

Periods of Significant or Prolonged Inflation or Deflation Affect our Product Costs and Profitability

Volatile food costs have a direct impact on our industry. Prolonged periods of product cost inflation may have a negative impact on our profit

margins and earnings to the extent that we are unable to pass on all or a portion of such product cost increases to our customers, which may have a

negative impact on our business and our profitability. In addition, product cost inflation may negatively impact consumer spending decisions, which

could adversely impact our sales. Conversely, our business may be adversely impacted by periods of prolonged product cost deflation because we

make a significant portion of our sales at prices that are based on the cost of products we sell plus a percentage markup. As a result, our profit levels

may be negatively impacted during periods of product cost deflation, even though our gross profit percentage may remain relatively constant. Our

estimate for the deflation in Sysco’s cost of goods was 1.5% in fiscal 2010, compared to inflation of 4.7% in fiscal 2009 and 6.0% in fiscal 2008.

Our Enterprise-wide Software Integration Project Could Experience Implementation Problems, Scheduling Delays or Cost Overages and May Not Prove

to Be Cost Effective or Result in the Benefits We Anticipate, Negatively Impacting our Business, Results of Operations and Liquidity

In fiscal 2009, we commenced the design of an enterprise-wide project to implement an integrated software system, commonly referred to as

an Enterprise Resource Planning (ERP) system, to support a majority of our business processes and further streamline our operations. We are

currently testing the ERP system and processes that have been designed and built and believe that implementation will occur across the majority of

our Broadline and SYGMA operating companies beginning in fiscal 2011 and ending in fiscal 2013. ERP implementations are complex and time-

consuming projects that involve substantial investments in system software and implementation activities over a multi-year timeframe. As is the

case in most ERP implementations, we expect that the implementation of our ERP system will require transformation of business and financial

processes in order to realize the full benefits of the project. Although we expect the investment in the Business Transformation Project to provide

meaningful benefits to the company over the long-term, the costs will exceed the benefits during the early stages of implementation, including fiscal

2011. The expected costs of the project in fiscal 2011 may be greater or less than currently expected because as we begin implementation of the

project, we may encounter the need for changes in design or revisions of the project calendar and budget, including the incurrence of expenses at an

earlier or later time than currently anticipated. Our business and results of operations may be adversely affected if we experience operating

problems, scheduling delays, cost overages or limitations on the extent of the business transformation during the ERP implementation process. In

addition, because the implementation is expected to involve a significant capital commitment, our business, results of operations and liquidity may

also be adversely affected if the ERP system, and the associated process changes, do not prove to be cost effective or do not result in the cost savings

and other benefits that we anticipate.

We May Not Be Able to Fully Compensate for Increases in Fuel Costs

Volatile fuel prices have a direct impact on our industry. The cost of fuel affects the price paid by us for products as well as the costs incurred by

us to deliver products to our customers. Although we have been able to pass along a portion of increased fuel costs to our customers in the past,

there is no guarantee that we can do so again if another period of high fuel costs occurs. If fuel costs increase again in the future, we may experience

difficulties in passing all or a portion of these costs along to our customers, which may have a negative impact on our business and our profitability.

From time to time, we enter into forward purchase commitments for a portion of our projected monthly diesel fuel requirements at prices equal to

the then-current market price for diesel. If fuel prices decrease significantly, these forward purchases may prove ineffective and result in us paying

higher than market costs for a portion of our diesel fuel.

Conditions Beyond our Control can Interrupt our Supplies and Increase our Product Costs

We obtain substantially all of our foodservice and related products from third party suppliers. For the most part, we do not have long-term

contracts with our suppliers committing them to provide products to us. Although our purchasing volume can provide leverage when dealing with

suppliers, suppliers may not provide the foodservice products and supplies needed by us in the quantities and at the prices requested. We are also

subject to delays caused by interruption in production and increases in product costs based on conditions outside of our control. These conditions

include work slowdowns, work interruptions, strikes or other job actions by employees of suppliers, short-term weather conditions or more

prolonged climate change, crop conditions, product recalls, water shortages, transportation interruptions, unavailability of fuel or increases in fuel
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costs, competitive demands and natural disasters or other catastrophic events (including, but not limited to food-borne illnesses). Our inability to

obtain adequate supplies of foodservice and related products as a result of any of the foregoing factors or otherwise could mean that we could not

fulfill our obligations to customers, and customers may turn to other distributors.

Adverse Publicity about us or Lack of Confidence in our Products Could Negatively Impact our Reputation and Reduce Earnings

Maintaining a good reputation and public confidence in the safety of the products we distribute is critical to our business, particularly to selling

Sysco Brand products. Anything that damages that reputation or the public’s confidence in our products, whether or not justified, including adverse

publicity about the quality, safety or integrity of our products, could quickly affect our revenues and profits. Reports, whether true or not, of food-

borne illnesses, such as e-coli, avian flu, bovine spongiform encephalopathy, hepatitis A, trichinosis or salmonella, and injuries caused by food

tampering could also severely injure our reputation or negatively impact the public’s confidence in our products. If patrons of our restaurant

customers become ill from food-borne illnesses, our customers could be forced to temporarily close restaurant locations and our sales and

profitability would be correspondingly decreased. In addition, instances of food-borne illnesses or food tampering or other health concerns, such as

flu epidemics or other pandemics, even those unrelated to the use of Sysco products, or public concern regarding the safety of our products, can

result in negative publicity about the food service distribution industry and cause our sales and profitability to decrease dramatically.

Product Liability Claims Could Materially Impact our Business

We, like any other seller of food, face the risk of exposure to product liability claims in the event that the use of products sold by Sysco causes

injury or illness. With respect to product liability claims, we believe we have sufficient primary or excess umbrella liability insurance. However, this

insurance may not continue to be available at a reasonable cost or, if available, may not be adequate to cover all of our liabilities. We generally seek

contractual indemnification and insurance coverage from parties supplying our products, but this indemnification or insurance coverage is limited, as

a practical matter, to the creditworthiness of the indemnifying party and the insured limits of any insurance provided by suppliers. If Sysco does not

have adequate insurance or contractual indemnification available, product liability relating to defective products could materially reduce our net

earnings and earnings per share.

Expanding into International Markets and Complimentary Lines of Business Presents Unique Challenges, and our Expansion Efforts with respect to Inter-

national Operations and Complimentary Lines of Business may not be Successful

In addition to our domestic activities, an element of our strategy includes the possibility of further expansion of operations into international

markets. Our ability to successfully operate in international markets may be adversely affected by local laws and customs, legal and regulatory

constraints, including compliance with the Foreign Corrupt Practices Act, political and economic conditions and currency regulations of the

countries or regions in which we currently operate or intend to operate in the future. Risks inherent in our existing and future international operations

also include, among others, the costs and difficulties of managing international operations, difficulties in identifying and gaining access to local

suppliers, suffering possible adverse tax consequences, maintaining product quality and greater difficulty in enforcing intellectual property rights.

Additionally, foreign currency exchange rates and fluctuations may have an impact on our future costs or on future sales and cash flows from our

international operations.

Another element of our strategy includes the possibility of expansion into businesses that are closely related or complimentary to, but not

currently part of, our core foodservice distribution business. Our ability to successfully operate in these complimentary business markets may be

adversely affected by legal and regulatory constraints, including compliance with regulatory programs to which we become subject. Risks inherent in

branching out into such complimentary markets also include the costs and difficulties of managing operations outside of our core business, which

may require additional skills and competencies, as well as difficulties in identifying and gaining access to suppliers or customers in new markets.

We Must Finance and Integrate Acquired Businesses Effectively

Historically, a portion of our growth has come through acquisitions. If we are unable to integrate acquired businesses successfully or realize

anticipated economic, operational and other benefits and synergies in a timely manner, our earnings per share may decrease. Integration of an acquired

business may be more difficult when we acquire a business in a market in which we have limited expertise, or with a culture different from Sysco’s. A

significant expansion of our business and operations, in terms of geography or magnitude, could strain our administrative and operational resources.

Significant acquisitions may also require the issuance of material additional amounts of debt or equity, which could materially alter our debt to equity

ratio, increase our interest expense and decrease earnings per share, and make it difficult for us to obtain favorable financing for other acquisitions or

capital investments.

We Need Access to Borrowed Funds in Order to Grow and Any Default by Us Under our Indebtedness Could Have a Material Adverse Impact

A substantial part of our growth historically has been the result of acquisitions and capital expansion. We anticipate additional acquisitions and

capital expansion in the future. As a result, our inability to finance acquisitions and capital expenditures through borrowed funds could restrict our

ability to expand. Moreover, any default under the documents governing our indebtedness could have a significant adverse effect on our cash flows,

as well as the market value of our common stock.
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Technology Dependence Could have a Material Negative Impact on our Business

Our ability to decrease costs and increase profits, as well as our ability to serve customers most effectively, depends on the reliability of our

technology network.We use software and other technology systems, among other things, to generate and select orders, to load and route trucks and

to monitor and manage our business on a day-to-day basis. Any disruption to these computer systems could adversely impact our customer service,

decrease the volume of our business and result in increased costs. Furthermore, process changes may be required as we continue to use our existing

warehousing, delivery, and payroll systems to support operations as we implement the ERP system. While Sysco has invested and continues to

invest in technology security initiatives and disaster recovery plans, these measures cannot fully insulate us from technology disruption that could

result in adverse effects on operations and profits.

We may be Required to Pay Material Amounts Under Multi-Employer Defined Benefit Pension Plans

We contribute to several multi-employer defined benefit pension plans based on obligations arising under collective bargaining agreements

covering union-represented employees. Approximately 11% of our current employees are participants in such multi-employer plans. In fiscal 2010,

our total contributions to these plans, which include payments for voluntary withdrawals, were approximately $51.5 million.

We do not directly manage these multi-employer plans, which are generally managed by boards of trustees, half of whom are appointed by the

unions and the other half by other contributing employers to the plan. Based upon the information available to us from plan administrators, we

believe that several of these multi-employer plans are underfunded. In addition, the Pension Protection Act, enacted in August 2006, requires

underfunded pension plans to improve their funding ratios within prescribed intervals based on the level of their underfunding. As a result, we expect

our required contributions to these plans to increase in the future.

Under current law regarding multi-employer defined benefit plans, a plan’s termination, our voluntary withdrawal, or the mass withdrawal of all

contributing employers from any underfunded multi-employer defined benefit plan would require us to make payments to the plan for our

proportionate share of the multi-employer plan’s unfunded vested liabilities. Based on the information currently available from plan administrators,

which has valuation dates ranging from January 31, 2008 to June 30, 2009, Sysco estimates its share of the aggregate withdrawal liability on most of

the multi-employer plans in which it participates could have been as much as $183.0 million as of July 3, 2010 based on a voluntary withdrawal. The

majority of the plans we participate in have a valuation date of calendar year-end. As such, the majority of our estimated withdrawal liability results

from plans for which the valuation date was December 31, 2008; therefore, our estimated liability reflects the asset losses incurred by the financial

markets as of that date. In general, the financial markets improved during calendar year 2009; therefore, we believe our current share of the

withdrawal liability could differ from this estimate. In addition, if a multi-employer defined benefit plan fails to satisfy certain minimum funding

requirements, the Internal Revenue Service (IRS) may impose a nondeductible excise tax of 5% on the amount of the accumulated funding deficiency

for those employers contributing to the fund. As of July 3, 2010, Sysco had approximately $0.9 million in liabilities recorded in total related to certain

multi-employer defined benefit plans for which our voluntary withdrawal has already occurred. Requirements to pay such increased contributions,

withdrawal liability, and excise taxes could negatively impact our liquidity and results of operations.

Our Funding of our Company-Sponsored Pension Plans may Increase and our Earnings May Decrease Should Financial Markets and the Value of our

Company Owned Life Insurance Experience Future Declines

Our company-sponsored qualified pension plan (Retirement Plan) holds investments in both equity and fixed income securities. The amount of

our annual contribution to the plan is dependent upon, among other things, the returns on the plan’s assets and discount rates used to calculate the

plan’s liability. Our expense is also impacted by these items. Fluctuations in asset values can cause the amount of our anticipated future contributions

to the plan to increase and pension expense to increase and can result in a reduction to shareholders’ equity on our balance sheet at fiscal year-end,

which is when this plan’s funded status is measured. Also, the projected liability of the plan will be impacted by the fluctuations of interest rates on

high quality bonds in the public markets as these are inputs in determining our discount rate at fiscal year-end. Specifically, decreases in these

interest rates may have an adverse impact on our results of operations. To the extent financial markets experience future declines similar to those

experienced in fiscal 2008 through the beginning of fiscal 2010, and/or interest rates on high quality bonds in the public markets decline, our

contributions and pension expense may increase for future years as our funded status decreases, which could have an adverse impact on our liquidity

and results of operations.

Sysco invests in corporate-owned life insurance policies in order to fund certain retirement programs which are subject to market risk.The value of

our investments in corporate-owned life insurance (COLI) policies is largely based on the values of underlying investments, which include publicly

traded securities. Therefore, the value of these policies will be adjusted each period based on the performance of the underlying securities which has in

the past resulted, and could in the future further result, in volatility in our earnings. As of July 3, 2010, our investments in COLI policies were valued at

$203.2 million. During periods of significant declines in the financial markets, we experienced significant losses in adjusting the carrying value of these

policies to their cash surrender values. Should the financial markets suffer significant declines again in the future, we would take additional charges to

adjust the carrying value of our COLI policies, which would increase our operating expenses, and adversely impact our net earnings and earnings per

share.

Failure to Successfully Renegotiate Union Contracts Could Result in Work Stoppages

As of July 3, 2010, approximately 8,400 employees at 51 operating companies were members of 55 different local unions associated with the

International Brotherhood of Teamsters and other labor organizations. In fiscal 2011, 12 agreements covering approximately 2,400 employees have
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expired or will expire. Since July 3, 2010, two contracts covering 452 of the 2,400 employees have been renegotiated. Failure of our operating

companies to effectively renegotiate these contracts could result in work stoppages. Although our operating subsidiaries have not experienced any

significant labor disputes or work stoppages to date, and we believe they have satisfactory relationships with their unions, a work stoppage due to

failure of multiple operating subsidiaries to renegotiate union contracts could have a material adverse effect on us.

A Shortage of Qualified Labor Could Negatively Impact our Business and Materially Reduce Earnings

Our operations rely heavily on our employees, particularly drivers, and any shortage of qualified labor could significantly affect our business. Our

recruiting and retention efforts and efforts to increase productivity gains may not be successful and there may be a shortage of qualified drivers in

future periods. Any such shortage would decrease Sysco’s ability to effectively serve our customers. Such a shortage would also likely lead to higher

wages for employees and a corresponding reduction in our net earnings.

Our Preferred Stock Provides Anti-Takeover Benefits that may not be Viewed as Beneficial to Stockholders

Under our Restated Certificate of Incorporation, Sysco’s Board of Directors is authorized to issue up to 1,500,000 shares of preferred stock

without stockholder approval. Issuance of these shares could make it more difficult for anyone to acquire Sysco without approval of the Board of

Directors, depending on the rights and preferences of the stock issued. In addition, if anyone attempts to acquire Sysco without approval of the Board

of Directors of Sysco, the existence of this undesignated preferred stock could allow the Board of Directors to adopt a shareholder rights plan without

obtaining stockholder approval, which could result in substantial dilution to a potential acquirer. As a result, hostile takeover attempts that might

result in an acquisition of Sysco, that could otherwise have been financially beneficial to our stockholders, could be deterred.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The table below shows the number of distribution facilities occupied by Sysco in each state, province or country and the aggregate square

footage devoted to cold and dry storage as of July 3, 2010.

Location
Number of
Facilities

Cold Storage
(Square Feet in

Thousands)

Dry Storage
(Square Feet in

Thousands)
Segment
Served*

Alabama. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 184 228 BL
Alaska . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 43 26 BL
Arizona . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 130 104 BL, O
Arkansas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 130 87 BL, O
California . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 997 1,120 BL, S, O
Colorado . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 283 214 BL, S, O
Connecticut . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 165 116 BL, O
District of Columbia. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 22 3 O
Florida . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 1,253 1,012 BL, S, O
Georgia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 295 512 BL, S, O
Idaho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 84 88 BL
Illinois . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 371 387 BL, S, O
Indiana. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 100 109 BL
Iowa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 93 95 BL
Kansas. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 177 171 BL
Kentucky . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 92 106 BL
Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 134 113 BL
Maine . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 59 50 BL
Maryland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 291 316 BL, O
Massachusetts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 161 207 BL, S
Michigan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 320 398 BL, S, O
Minnesota . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 150 135 BL
Mississippi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 95 69 BL
Missouri. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 107 95 BL, S
Montana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 120 121 BL
Nebraska . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 74 108 BL
Nevada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 210 124 BL, O
New Jersey . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 154 350 BL, O
New Mexico. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 120 108 BL
New York . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 224 199 BL
North Carolina. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 329 429 BL, S, O
North Dakota . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 46 59 BL
Ohio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 390 518 BL, S, O
Oklahoma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 132 124 BL, S, O
Oregon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 177 160 BL, S, O
Pennsylvania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 369 356 BL, S
South Carolina . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 151 98 BL
Tennessee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 395 442 BL, O
Texas. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 1,081 1,097 BL, S, O
Utah . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 161 107 BL
Virginia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 564 410 BL
Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 134 92 BL
Wisconsin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 287 242 BL
Alberta, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 207 200 BL
British Columbia, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 283 326 BL, O
Manitoba, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 58 46 BL
New Brunswick, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 48 56 BL
Newfoundland, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 33 22 BL
Nova Scotia, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 33 45 BL
Ontario, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 402 361 BL, O
Quebec, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 36 63 BL
Saskatchewan, Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 40 54 BL
Ireland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 38 40 BL

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 180 12,032 12,118

* Segments served include Broadline (BL), SYGMA (S) and Other (O).

We own approximately 19,634,000 square feet of our distribution facilities (or 81.0% of the total square feet), and the remainder is occupied

under leases expiring at various dates from fiscal 2011 to fiscal 2032, exclusive of renewal options. Certain of the facilities owned by the company are

subject to industrial revenue bond financing arrangements totaling $13.7 million as of July 3, 2010. Such industrial revenue bond financing

arrangements mature at various dates through fiscal 2026.

We own our approximately 625,000 square foot headquarters office complex in Houston, Texas. In addition, we own our approximately

661,000 square foot shared services complex in Cypress, Texas, which is expected to become operational in fiscal 2011.

We are currently constructing expansions or replacement facilities for our distribution facilities in Winnipeg, Manitoba, Canada; Toronto,

Ontario, Canada; Philadelphia, Pennsylvania; Austin, Texas; and San Antonio, Texas. These operating companies, in the aggregate, accounted for

approximately 3.6% of fiscal 2010 sales.
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As of July 3, 2010, our fleet of approximately 8,800 delivery vehicles consisted of tractor and trailer combinations, vans and panel trucks, most

of which are either wholly or partially refrigerated for the transportation of frozen or perishable foods. We own approximately 89% of these vehicles

and lease the remainder.

Item 3. Legal Proceedings

We are engaged in various legal proceedings which have arisen in the normal course of business but have not been fully adjudicated. These

proceedings, in our opinion, will not have a material adverse effect upon our consolidated financial position or results of operations when ultimately

concluded.

PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Repurchases of Equity Securities

The principal market for Sysco’s common stock (SYY) is the New York Stock Exchange.The table below sets forth the high and low sales prices

per share for our common stock as reported on the New York Stock Exchange Composite Tape and the cash dividends declared for the periods

indicated.

High Low

Dividends
Declared
Per Share

Common Stock Prices

Fiscal 2009:
First Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35.00 $ 26.81 $ 0.22
Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33.40 20.74 0.24
Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.81 19.39 0.24
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.84 21.26 0.24

Fiscal 2010:
First Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 26.10 $ 21.38 $ 0.24
Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.48 24.24 0.25
Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.58 26.99 0.25
Fourth Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31.99 28.13 0.25

The number of record owners of Sysco’s common stock as of August 18, 2010 was 14,992.

We made the following share repurchases during the fourth quarter of fiscal 2010:

ISSUER PURCHASES OF EQUITY SECURITIES

Period
(a) Total Number

of Shares Purchased(1)
(b) Average Price

Paid Per Share

(c) Total Number
of Shares
Purchased
as Part of

Publicly Announced
Plans or Programs

(d) Maximum Number
of Shares that May

Yet Be Purchased Under
the Plans or Programs

Month #1
March 28 — April 24 . . . . . . . . . . . . . . 537,331 $ 29.80 533,700 7,317,900

Month #2
April 25 — May 22 . . . . . . . . . . . . . . . . 1,072,389 30.53 1,061,758 6,256,142

Month #3
May 23 — July 03 . . . . . . . . . . . . . . . . 2,872,541 30.24 2,869,542 3,386,600

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,482,261 $ 30.26 4,465,000 3,386,600

(1) The total number of shares purchased includes 3,631, 10,631 and 2,999 shares tendered by individuals in connection with stock option exercises

in Month #1, Month #2 and Month #3, respectively. All other shares were purchased pursuant to the publicly announced program described

below.

On September 22, 2008, we announced that the Board of Directors approved the repurchase of 20,000,000 shares. Pursuant to the repurchase

program, shares may be acquired in the open market or in privately negotiated transactions at the company’s discretion, subject to market conditions

and other factors. On August 27, 2010, the Board of Directors approved a new share repurchase program covering an additional 20,000,000 shares.

In July 2004, the Board of Directors authorized us to enter into agreements from time to time to extend our ongoing repurchase program to

include repurchases during company announced “blackout periods” of such securities in compliance with Rule 10b5-1 promulgated under the

Exchange Act.
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Stock Performance Graph

The following performance graph and related information shall not be deemed “soliciting material” or to be “filed” with the Securities and Exchange

Commission, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933 or the Securities Exchange Act of

1934, each as amended, except to the extent that Sysco specifically incorporates such information by reference into such filing.

The following stock performance graph compares the performance of Sysco’s Common Stock to the S&P 500 Index and to the S&P 500 Food/

Staple Retail Index for Sysco’s last five fiscal years.

The graph assumes that the value of the investment in our Common Stock, the S&P 500 Index, and the S&P 500 Food/Staple Index was $100

on the last trading day of fiscal 2005, and that all dividends were reinvested. Performance data for Sysco, the S&P 500 Index and the S&P 500 Food/

Staple Retail Index is provided as of the last trading day of each of our last five fiscal years.
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Item 6. Selected Financial Data

2010
(53 Weeks) 2009 2008 2007 2006

Fiscal Year

(In thousands except for per share data)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330 $ 37,522,111 $ 35,042,075 $ 32,628,438
Earnings before income taxes . . . . . . . . . . . . . . 1,849,589 1,770,834 1,791,338 1,621,215 1,394,946
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . 669,606 714,886 685,187 620,139 548,906
Earnings before cumulative effect of accounting

change. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,179,983 1,055,948 1,106,151 1,001,076 846,040
Cumulative effect of accounting change . . . . . . . — — — — 9,285
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,179,983 $ 1,055,948 $ 1,106,151 $ 1,001,076 $ 855,325

Earnings before cumulative effect of accounting
change:
Basic earnings per share . . . . . . . . . . . . . . . . $ 1.99 $ 1.77 $ 1.83 $ 1.62 $ 1.36
Diluted earnings per share . . . . . . . . . . . . . . . 1.99 1.77 1.81 1.60 1.35

Net earnings:
Basic earnings per share . . . . . . . . . . . . . . . . $ 1.99 $ 1.77 $ 1.83 $ 1.62 $ 1.38
Diluted earnings per share . . . . . . . . . . . . . . . 1.99 1.77 1.81 1.60 1.36

Dividends declared per share . . . . . . . . . . . . . . . $ 0.99 $ 0.94 $ 0.85 $ 0.74 $ 0.66
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,313,701 $ 10,148,186 $ 10,010,615 $ 9,475,365 $ 8,937,470
Capital expenditures . . . . . . . . . . . . . . . . . . . . . 594,604 464,561 515,963 603,242 513,934
Current maturities of long-term debt . . . . . . . . . . $ 7,970 $ 9,163 $ 4,896 $ 3,568 $ 106,265
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . 2,472,662 2,467,486 1,975,435 1,758,227 1,627,127
Total long-term debt . . . . . . . . . . . . . . . . . . . . . 2,480,632 2,476,649 1,980,331 1,761,795 1,733,392
Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . 3,827,526 3,449,702 3,408,986 3,278,400 3,052,284
Total capitalization. . . . . . . . . . . . . . . . . . . . . . . $ 6,308,158 $ 5,926,351 $ 5,389,317 $ 5,040,195 $ 4,785,676

Ratio of long-term debt to capitalization. . . . . . . . 39.3% 41.8% 36.8% 35.0% 36.2%

Our financial results are impacted by accounting changes and the adoption of various accounting standards. See Note 2, “Accounting Changes,” to

the Consolidated Financial Statements in Item 8 for further discussion.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Highlights

Weak economic conditions in the United States and Canada combined with lower consumer confidence contributed to a difficult business

environment in fiscal 2010; however, this environment improved as the year progressed. Although these factors unfavorably impacted financial

results in fiscal 2010, improving sales trends in the second half of the year and our attention to cost control throughout the year helped us achieve

earnings growth in fiscal 2010. We also settled an outstanding tax matter with the Internal Revenue Service (IRS) in the first quarter of fiscal 2010

and recorded gains on corporate-owned life insurance (COLI) policies, both of which positively impacted net earnings and earnings per share.

Sysco’s fiscal year ends on the Saturday nearest to June 30th. This resulted in a 53-week year ending July 3, 2010 for fiscal 2010 and 52-week years

ending June 27, 2009 and June 28, 2008 for fiscal 2009 and 2008, respectively.

• Sales increased 1.1% in fiscal 2010 from the comparable prior year period to $37.2 billion primarily due to the additional week included in

fiscal 2010 and improving case volumes in the second half of the fiscal year.These were partially offset by deflation, change in sales mix and

weak economic conditions and the resulting impact on consumer spending. Deflation, as measured by changes in our product costs, was an

estimated 1.5% during fiscal 2010.The exchange rates used to translate our foreign sales into U.S. dollars positively impacted sales by 0.9%

and sales from acquisitions within the last 12 months favorably impacted sales by 0.5%.

• Operating income increased to $2.0 billion, a 5.5% increase over the prior year, primarily driven by the additional week included in fiscal

2010 and a decrease in operating expenses. Operating expenses declined 0.6% primarily due to reduced fuel costs and a favorable

comparison on the amounts recorded to adjust the carrying value of COLI policies to their cash surrender values year-over-year. Partially

offsetting these operating expense declines were increases in pay-related expenses and net company-sponsored pension costs.

• Net earnings increased to $1.2 billion, an 11.7% increase over the comparable prior year period, primarily due to the factors discussed above

including the additional week in fiscal 2010 and a decrease in the effective tax rate. The effective tax rate for fiscal 2010 was favorably

impacted by the one-time reversal of a previously accrued liability related to the settlement with the IRS and the non-taxable gains recorded

on COLI policies.

• Basic and diluted earnings per share in fiscal 2010 were both $1.99, an increase of 12.4% from the comparable prior year period, primarily

due to the factors discussed above including the additional week in fiscal 2010. Both basic and diluted earnings per share were favorably

impacted by $0.09 per share in fiscal 2010 due to the one-time reversal of a previously accrued liability related to the settlement with the

IRS and the gains recorded on the adjustment of the carrying value of COLI policies to their cash surrender values. This compares to a $0.07

per share negative impact to earnings per share in fiscal 2009 from the losses recorded on the adjustment of the carrying value of COLI

policies to their cash surrender values.

Overview

Sysco distributes food and related products to restaurants, healthcare and educational facilities, lodging establishments and other foodservice

customers. Our operations are primarily located throughout the United States, Canada and Ireland and include broadline companies, specialty

produce companies, custom-cut meat operations, hotel supply operations, SYGMA (our chain restaurant distribution subsidiary) and a company

that distributes to international customers.

We consider our primary market to be the foodservice market in the United States and Canada and estimate that we served about 17% of this

approximately $210 billion annual market. According to industry sources, the foodservice, or food-away-from-home, market represents approx-

imately 47% of the total dollars spent on food purchases made at the consumer level in the United States.This share grew from about 37% in 1972 to

nearly 50% in 1998 and did not change materially until 2009 when it declined to the current level of 47%.

Industry sources estimate the total foodservice market in the United States experienced a real sales decline of approximately 5.9% in calendar

year 2009 and 3.6% in calendar year 2008. Real sales declines do not include the impact of inflation or deflation.

General economic conditions and consumer confidence can affect the frequency of purchases and amounts spent by consumers for food-

away-from-home and, in turn, can impact our customers and our sales. We believe the current general economic conditions, including pressure on

consumer disposable income, have contributed to a decline in the foodservice market. Historically, we have grown at a faster rate than the overall

industry and have grown our market share in this fragmented industry.

Strategy

We continue to invest in our core business to expand our market share and grow earnings.We will continue to use our strategies to leverage our

market leadership position to continuously improve how we buy, handle and market products for our customers. These strategies include:

• Sales growth: We intend to grow sales by gaining an increased share of products purchased by existing customers, development of new

customers, improving customer retention, the use of fold-outs (new operating companies created in established markets previously served

by other Sysco operating companies), investment in new technologies, the addition of more marketing associates and a disciplined

acquisition program. Our business review program, which is designed to help our customers grow their business, and the size and expertise
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of our sales force are key factors in maintaining and growing sales. We continue to improve our pricing models to ensure our pricing is

market relevant in order to grow sales.

• Business Transformation Project: We are developing and implementing an integrated software system to support a majority of our business

processes to further streamline our operations and reduce costs. These systems are commonly referred to as Enterprise Resource Planning

(ERP) systems. ERP implementations are complex and time-consuming projects that involve substantial investments in system software

and implementation activities over a multi-year timeframe. As is the case in most ERP implementations, we expect that the implementation

of our ERP system will require transformation of business processes in order to realize the full benefits of the project. We view the

technology as an important enabler of this project, however the larger outcome of this project will be from transformed processes that

standardize portions of our operations. This will include the addition of a shared business service center to centrally manage certain back-

office functions which are currently duplicated at each operating company location.

• Productivity Gains: We continue to optimize warehouse and delivery activities across the corporation to achieve a more efficient delivery of

products to our customers. In our distribution centers we are focused on improving the speed and accuracy of processing orders by utilizing

state-of-the-art software and equipment.We continue to implement and enhance truck routing programs to minimize miles driven and fuel

consumed while increasing cases delivered on each truck route.

• Lowering Procurement Costs: We intend to lower our cost of goods sold by leveraging Sysco’s purchasing power and procurement expertise

and capitalizing on an end-to-end view of our supply chain. Our National Supply Chain initiative is focused on inventory levels, inbound

freight costs, product costs, operating costs, working capital requirements and future facility expansion needs at our operating companies

while providing greater value to our suppliers and customers. A component of our National Supply Chain initiative is the use of redistribution

centers (RDCs) which aggregate inventory demand to optimize the supply chain activities for certain products for all Sysco broadline

operating companies in a geographic region. We currently have two RDCs located in Virginia and Florida and have made initial investments

to build two additional RDCs. We are evaluating the most appropriate timing for the building of these RDCs, balancing both market

conditions and the spending on our Business Transformation Project discussed below.

Our primary focus is on growing and optimizing our core foodservice distribution business in North America; however, we will continue to

explore and identify opportunities to expand the core business by growth in new international markets and in other areas of business that

complement our core foodservice distribution business. As a part of our ongoing strategic analysis, we regularly evaluate business opportunities,

including potential acquisitions and sales of assets and businesses.

Business Transformation Project

We have substantially completed the design and build phases of our Business Transformation Project and we are currently testing the

underlying ERP system and processes. Implementation is anticipated to begin with the first operating company location in the first half of calendar

2011 and our shared business services center in fiscal 2011. Implementation is anticipated to occur across the majority of our Broadline and SYGMA

operating companies by the end of fiscal 2013. Although we expect the investment in the Business Transformation Project to provide meaningful

benefits to the company over the long-term, the costs will exceed the benefits during the early stages of implementation, including fiscal 2011.

We expect total cash outlay for the Business Transformation Project to be approximately $900 million. Approximately $246 million of cash

outlay was incurred in fiscal 2010, of which approximately $172 million was capitalized. Approximately $260 million to $300 million of cash outlay is

expected in fiscal 2011, of which approximately $160 million to $180 million will be capitalized.

Results of Operations

The following table sets forth the components of our consolidated results of operations expressed as a percentage of sales for the periods

indicated:

2010
(53 Weeks) 2009 2008

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0% 100.0%
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80.9 80.9 80.8

Gross margin. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.1 19.1 19.2
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.8 14.0 14.2

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.3 5.1 5.0
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.3 0.3 0.3
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 (0.0) (0.1)

Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.0 4.8 4.8
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.8 1.9 1.8

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2% 2.9% 3.0%
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The following table sets forth the change in the components of our consolidated results of operations expressed as a percentage increase or

decrease over the prior year:

2010
(53 Weeks) 2009

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1% (1.8)%
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1 (1.7)

Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 (2.2)
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.6) (2.8)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.5 (0.4)
Interest expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.9 4.3
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (105.4) (34.8)

Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.4 (1.1)
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6.3) 4.3

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.7% (4.5)%

Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.4% (3.3)%
Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.4 (2.2)

Average shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.5) (1.8)
Diluted shares outstanding. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.4) (2.4)

Impact of 53-week fiscal year

Sysco’s fiscal year ends on the Saturday nearest to June 30th. This resulted in a 53-week year ending July 3, 2010 for fiscal 2010 and 52-week

years ending June 27, 2009 and June 28, 2008 for fiscal 2009 and 2008, respectively. Because the fourth quarter of fiscal 2010 contained an

additional week as compared to fiscal 2009, our Results of Operations for fiscal 2010 are not directly comparable to the prior year. Management

believes that adjusting the fiscal 2010 Results of Operations for the estimated impact of the additional week provides more comparable financial

results on a year-over-year basis. As a result, the Results of Operations discussion for fiscal 2010 presented below in certain instances discusses

operating items that have been adjusted by one-fourteenth of the total metric for the fourth quarter, except as otherwise noted with respect to

adjusted diluted earnings per share. Failure to make these adjustments would cause the year-over-year changes in certain metrics such as sales,

operating income, net earnings and diluted earnings per share to be overstated, whereas in certain cases, a metric may actually have declined on a

more comparable year-over-year basis. Our Results of Operations discussion includes reconciliations of the actual results for fiscal 2010 to the

adjusted results for fiscal 2010 based on a 52-week fiscal year.

Sales

Sales for fiscal 2010 were 1.1% higher in fiscal 2010 than fiscal 2009, however the additional week contributed approximately 2.0% to the

overall sales growth rate for fiscal 2010. Set forth below is a reconciliation of actual sales growth to adjusted sales growth/decline for the periods

presented (see further discussion at “Impact of 53-week fiscal year” above):

2010
(53 Weeks) 2009

Sales for the 53/52 week periods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330
Estimated sales for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 739,177 —
Adjusted Sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36,504,318 $ 36,853,330

Actual percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1%
Adjusted percentage decrease. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.9)%

In addition to the extra week in fiscal 2010, improving case volumes increased sales. The changes in the exchange rates used to translate our

foreign sales into U.S. dollars positively impacted sales by 0.9% compared to fiscal 2009. Sales from acquisitions within the last 12 months favorably

impacted sales by 0.5% for fiscal 2010. Product cost deflation and the resulting decrease in selling prices had a significant impact on sales levels in

fiscal 2010. Estimated changes in product costs, an internal measure of deflation or inflation, were estimated as deflation of 1.5% during fiscal 2010.

A change in customer sales mix as compared to fiscal 2009 also negatively impacted fiscal 2010 sales. Case volumes increased at a greater rate

within our contract based customer group which generally receives lower pricing for higher volume.

Sales for fiscal 2009 were 1.8% less than fiscal 2008. Product cost inflation and the resulting increase in selling prices had a significant impact

on sales levels in fiscal 2009. Estimated product cost increases, an internal measure of inflation, were approximately 4.7% during fiscal 2009. The

changes in the exchange rates used to translate our foreign sales into U.S. dollars negatively impacted sales by 1.2% compared to fiscal 2008. Non-

comparable acquisitions offset the rate of sales decline by 0.2% for fiscal 2009.

Our sequential quarterly sales trend demonstrated a decline throughout most of fiscal 2008, all of fiscal 2009 and into the second quarter of

fiscal 2010, ranging from a positive 8.5% in the first quarter of fiscal 2008 to a negative 8.1% in the first quarter of fiscal 2010. Our sales trend turned

positive in the third quarter of fiscal 2010 to 2.4% as compared to the third quarter of fiscal 2009, a result largely driven by improving case volumes

and favorable foreign exchange rates. This positive trend continued in the fourth quarter of fiscal 2010. We experienced estimated product cost
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inflation during the four quarters of fiscal 2009 ranging from 0.5% to 8.3%. During fiscal 2010, we experienced estimated product cost deflation of

approximately 1.5%. During the four quarters of fiscal 2010, we experienced product cost deflation in the first three quarters of the fiscal year as high

as 3.5% and product cost inflation in the fourth quarter of the fiscal year of 2.2%. We believe the weak economic conditions experienced in fiscal

2009 and much of fiscal 2010, which placed pressure on consumer disposable income, are constricting growth in the foodservice market and, in

turn, have contributed to reduced sales growth rates. While economic conditions are showing signs of improvement, we believe consumer

disposable income will remain under pressure, which could continue to affect sales.

We believe that our continued focus on the use of business reviews and business development activities, commitment to quality, investment in

customer contact personnel and the efforts of our marketing associates and sales support personnel are key drivers to strengthening customer

relationships and growing sales with new and existing customers. We also believe these activities help our customers in this difficult economic

environment.

Operating Income

Cost of sales primarily includes our product costs, net of vendor consideration, and includes in-bound freight. Operating expenses include the

costs of facilities, product handling, delivery, selling and general and administrative activities. Fuel surcharges are reflected within sales and gross

margins; fuel costs are reflected within operating expenses.

Operating income increased 5.5% in fiscal 2010 from fiscal 2009 to $2.0 billion, and as a percentage of sales, increased to 5.3% of sales.This increase

in operating income was primarily driven by the additional week included in fiscal 2010 and a decrease in operating expenses. Gross margin dollars increased

1.0% in fiscal 2010 as compared to fiscal 2009, while operating expenses decreased 0.6% in fiscal 2010. Set forth below is a reconciliation of actual

operating income to adjusted operating income for the periods presented (see further discussion at “Impact of 53-week fiscal year” above):

2010
(53 Weeks) 2009

Operating income for the 53/52 week periods. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,975,868 $ 1,872,211
Estimated operating income for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,720 —
Adjusted operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,934,148 $ 1,872,211

Actual percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.5%
Adjusted percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3%

Operating income decreased 0.4% in fiscal 2009 from fiscal 2008 to $1.9 billion, or 5.1% of sales. Operating income declined primarily due to a

decline in sales, partially offset by a decline in operating expenses. Gross margin dollars decreased 2.2% in fiscal 2009 as compared to fiscal 2008,

and operating expenses decreased 2.8% in fiscal 2009.

Gross margin dollars increased in fiscal 2010 as compared to fiscal 2009 primarily due to the additional week included in fiscal 2010. In

addition, gross margins reflected product cost deflation in fiscal 2010 as compared to product cost inflation in fiscal 2009. We may be negatively

impacted by prolonged periods of product cost deflation because we make a significant portion of our sales at prices that are based on the cost of

products we sell plus a percentage markup. As a result, our profit levels may be negatively impacted during periods of product cost deflation, even

though our gross profit percentage may remain relatively constant. Gross margin dollars for fiscal 2010 were also impacted by lower fuel surcharges.

Fuel surcharges were approximately $18.5 million lower in fiscal 2010 than fiscal 2009. Assuming that fuel prices do not significantly rise above

recent levels during fiscal 2011, we do not expect fuel surcharges to change significantly in fiscal 2011 as compared to fiscal 2010.

Gross margin dollars for fiscal 2009 and fiscal 2008 were impacted by product cost inflation. Beginning in the fourth quarter of fiscal 2007,

Sysco began experiencing high levels of product cost increases in numerous product categories.These increases persisted throughout fiscal 2008 at

levels approximating 6.0% and rose even higher to 7.6% in the first 26 weeks of fiscal 2009. The level of product cost increases began moderating

during the third quarter of fiscal 2009 and was 0.5% in the fourth quarter of fiscal 2009. Generally, Sysco attempts to pass increased costs to its

customers; however, because of contractual and competitive reasons, we are not able to pass along all of the product cost increases immediately.

Prolonged periods of high inflation, such as those experienced in fiscal 2009 and fiscal 2008, have a negative impact on our customers, as high food

costs and fuel costs can reduce consumer spending in the food-away-from home market. As a result, these factors may negatively impact our sales,

gross margins and earnings. Fuel surcharges were approximately $5.0 million higher in fiscal 2009 over fiscal 2008. Usage of these surcharges was

greater in the second half of fiscal 2008 and the first half of fiscal 2009, due to sustained, increased market diesel prices during that period.

Operating expenses for fiscal 2010 were lower than in fiscal 2009 primarily due to reduced fuel costs and a favorable comparison on the

amounts recorded to adjust the carrying value of COLI policies to their cash surrender values in both periods. Partially offsetting these operating

expense declines were increases in pay-related expenses, net company-sponsored pension costs and approximately $99.8 million of expense

associated with the additional week included in fiscal 2010.

Operating expenses for fiscal 2009 were lower than in fiscal 2008 primarily due to operating efficiencies and lower payroll expense related to

reduced headcount and lower incentive compensation. The positive impact of these expense reductions was partially offset by the combined effect

of increased losses on the adjustment of the carrying value of corporate-owned life insurance policies to their cash surrender values and an increase

in the provision for losses on receivables. In addition, our fuel costs increased during fiscal 2009 compared to fiscal 2008.

Sysco’s fuel costs decreased by $71.8 million in fiscal 2010 over fiscal 2009 primarily due to decreased contracted diesel prices. Our fuel costs

increased by $33.2 million in fiscal 2009 over fiscal 2008 primarily due to increased contracted diesel prices. Sysco’s costs per gallon decreased

16



26.1% in fiscal 2010 over fiscal 2009 compared to an increase of 18.6% in fiscal 2009 over fiscal 2008. Sysco’s activities to mitigate fuel costs

include reducing miles driven by our trucks through improved routing techniques, improving fleet utilization by adjusting idling time and maximum

speeds and using fuel surcharges.

We periodically enter into forward purchase commitments for a portion of our projected monthly diesel fuel requirements. In fiscal 2010, the

forward purchase commitments resulted in an estimated $1.5 million of additional fuel costs as the fixed price contracts were higher than market

prices for the contracted volumes for a portion of the fiscal year. In fiscal 2009, the forward purchase commitments resulted in an estimated

$68.0 million of additional fuel costs as the fixed price contracts were higher than market prices for the contracted volumes. In fiscal 2008, the

forward purchase commitments resulted in an estimated $21.0 million of avoided fuel costs as the fixed price contracts were generally lower than

market prices for the contracted volumes.

As of July 3, 2010, we had forward diesel fuel commitments totaling approximately $93 million through September 2011. These contracts will

lock in the price of approximately 30% to 35% of our fuel purchase needs for the contracted periods at prices slightly lower than the current market

price for diesel. Assuming that fuel prices do not rise significantly over recent levels during fiscal 2011, fuel costs exclusive of any amounts recovered

through fuel surcharges, are expected to increase by approximately $10 million to $20 million as compared to fiscal 2010. Our estimate is based

upon current, published quarterly market price projections for diesel, the cost committed to in our forward fuel purchase agreements currently in

place for fiscal 2011 and estimates of fuel consumption. Actual fuel costs could vary from our estimates if any of these assumptions change, in

particular if future fuel prices vary significantly from our current estimates. We continue to evaluate all opportunities to offset potential increases in

fuel expense, including the use of fuel surcharges and overall expense management.

We adjust the carrying values of our corporate-owned life insurance policies to their cash surrender values on an ongoing basis. The cash

surrender values of these policies are largely based on the values of underlying investments, which include publicly traded securities. As a result, the

cash surrender values of these policies will fluctuate with changes in the market value of such securities. The changes in the financial markets

resulted in gains for these policies of $21.6 million in fiscal 2010, compared to losses for these policies of $43.8 million in fiscal 2009 and $8.7 million

in fiscal 2008. The performance of the financial markets will continue to influence the cash surrender values of our corporate-owned life insurance

policies, which could cause volatility in operating income, net earnings and earnings per share.

The provision for losses on receivables included within operating expenses decreased by $39.7 million in fiscal 2010 from fiscal 2009 and

increased by $42.5 million in fiscal 2009 over fiscal 2008. The decrease in our provision for losses on receivables in fiscal 2010 reflects fewer

customer accounts exceeding our threshold for write-off in fiscal 2010 as compared to fiscal 2009. In fiscal 2009, the economic conditions and

related decrease in consumer demand combined with tightening credit markets impacted the liquidity of some of our customers, resulting in an

increase in delinquent payments on accounts receivable. The increase in our provision for losses on receivables in fiscal 2009 was related to

customer accounts across our customer base without concentration in any specific location. Customer accounts written off, net of recoveries, were

$34.3 million, or 0.10% of sales, $71.9 million, or 0.20% of sales, and $32.4 million, or 0.09% of sales, for fiscal 2010, 2009 and 2008, respectively.

Our provision for losses on receivables will fluctuate with general market conditions, as well as the circumstances of our customers.

Pay-related expenses, excluding labor costs associated with our Business Transformation Project, increased by $43.9 million in fiscal 2010 from

fiscal 2009 and decreased by $199.2 million in fiscal 2009 from fiscal 2008. The fiscal 2010 increase was primarily due to increased provisions for

management incentive accruals and cost associated with the additional week included in fiscal 2010. Partially offsetting these increases were lower

pay-related expenses due to reduced headcount. The fiscal 2009 decline was due to a combination of reduced headcount and lower incentive

compensation. The criteria for paying annual bonuses to our corporate officers and certain portions of operating company management bonuses are

tied to overall company performance. In fiscal 2010, the overall company performance criteria for payment of such bonuses was met; therefore, the

provision for current management incentive bonuses was higher in fiscal 2010 than in fiscal 2009 when the company assessed it did not meet the

criteria for paying certain annual bonuses. In fiscal 2009, the overall company performance criteria for payment of such bonuses were not met;

therefore, corporate executive officers did not receive bonuses for fiscal 2009 and operating company management bonuses were at lower levels for

fiscal 2009 as compared to fiscal 2008. Headcount declines occurred due to both productivity improvements and workforce reductions

commensurate with lower sales. Headcount was 2.2% lower at the end of fiscal 2010 as compared to fiscal 2009 and 5.8% lower at the end

of fiscal 2009 as compared to fiscal 2008.

Net company-sponsored pension costs in fiscal 2010 were $37.4 million higher than in fiscal 2009. Net company-sponsored pension costs

were $22.9 million higher in fiscal 2009 than in fiscal 2008. The increase in fiscal 2010 was due primarily to lower returns on assets of Sysco’s

company-sponsored qualified pension plan (Retirement Plan) during fiscal 2009, partially offset by an increase in the discount rates used to

calculate our projected benefit obligation and related pension expense for fiscal 2010. The increase in fiscal 2009 was due primarily to lower returns

on assets of Sysco’s Retirement Plan during fiscal 2008 and the merging of participants from a multi-employer pension plan to the Retirement Plan,

partially offset by a decrease in expense due to an increase in the discount rates used to calculate the plan’s liabilities and amendments to our

Supplemental Executive Retirement Plan (SERP). Net company-sponsored pension costs in fiscal 2011 are expected to increase by approximately

$60.3 million over fiscal 2010 due primarily to a decrease in discount rates used to calculate our projected benefit obligation and related pension

expense, partially offset by reduced amortization of expense from actuarial gains from higher returns on assets of Sysco’s Retirement Plan during

fiscal 2010.

Expenses related to our Business Transformation Project, inclusive of pay-related expense, increased by $41.6 million in fiscal 2010 from fiscal

2009. Our Business Transformation Project began in January 2009; therefore, fiscal 2009 only included six months of activity. Sysco redeployed

employees to work on the Business Transformation Project and did not backfill all of these positions; therefore, not all expenses related to this project
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are incremental from operating expenses incurred by Sysco in the applicable periods in the prior fiscal year. Additionally, certain labor costs, which

would have been expensed absent this project, are being capitalized as software costs as a result of this project. We believe the increase in total

expense, including all pay-related expenses, related to the Business Transformation Project in fiscal 2011 as compared to fiscal 2010 will be

approximately $25 million to $45 million.

We recorded provisions related to multi-employer pension plans of $2.9 million in fiscal 2010, $9.6 million in fiscal 2009 and $22.3 million in

fiscal 2008. See additional discussion of multi-employer pension plans at “Liquidity and Capital Resources, Other Considerations, Multi-Employer

Pension Plans.”

Share-based compensation expense decreased $24.6 million in fiscal 2009 from fiscal 2008. Contributing to the decrease in fiscal 2009 was

reduction in the level of option grants being awarded compared to previous years, resulting in reduced compensation expenses being recognized.

Also affecting the decrease in fiscal 2009 was the removal of the previous stock award component from the Management Incentive Plan annual

bonus awards beginning with fiscal 2009. As a result, the share-based compensation expense related to the stock award component of the incentive

bonuses recorded in previous years was not incurred in fiscal 2009, and overall share-based compensation expense was reduced as compared to

fiscal 2008.

Net Earnings

Net earnings increased 11.7% in fiscal 2010 from fiscal 2009 due primarily to the impact of changes in income taxes discussed below, as well as

the factors discussed above including the additional week in fiscal 2010. Set forth below is a reconciliation of actual net earnings to adjusted net

earnings for the periods presented (see further discussion at “Impact of 53-week fiscal year” above):

2010
(53 Weeks) 2009

Net earnings for the 53/52 week periods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,179,983 $ 1,055,948
Estimated net earnings for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,127 —
Adjusted net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,155,856 $ 1,055,948

Actual percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.7%
Adjusted percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.5%

Net earnings declined 4.5% in fiscal 2009 from fiscal 2008 due primarily to the impact of changes in income taxes discussed below, as well as

the factors discussed above.

The effective tax rate was 36.20% in fiscal 2010, 40.37% in fiscal 2009 and 38.25% in fiscal 2008.

The effective tax rate of 36.20% for fiscal 2010 was favorably impacted by two items. First, we recorded an income tax benefit of approximately

$29.0 million resulting from the one-time reversal of a previously accrued liability related to the settlement with the IRS (See “Liquidity and Capital

Resources, Other Considerations, BSCC Cooperative Structure” for additional discussion). Second, the gain of $21.6 million, which had a tax impact

of $8.3 million, recorded to adjust the carrying value of COLI policies to their cash surrender values in fiscal 2010, was non-taxable for income tax

purposes and had the impact of decreasing the effective tax rate in the period.

The effective tax rate of 40.37% for fiscal 2009 was negatively impacted primarily by two factors. First, we recorded tax adjustments related to

federal and state uncertain tax positions of $31.0 million. Second, the loss of $43.8 million, which had a tax impact of $16.8 million, recorded to adjust

the carrying value of COLI policies to their cash surrender values was non-deductible for income tax purposes and had the impact of increasing the

effective tax rate for the period. The effective tax rate for fiscal 2009 was favorably impacted by the reversal of valuation allowances of $7.8 million

previously recorded on Canadian net operating loss deferred tax assets.

The effective tax rate of 38.25% for fiscal 2008 was favorably impacted by tax benefits of approximately $7.7 million resulting from the

recognition of a net operating loss deferred tax asset which arose due to a state tax law change, $8.6 million related to the reversal of valuation

allowances previously recorded on Canadian net operating loss deferred tax assets and $5.5 million related to the reduction in net Canadian deferred

tax liabilities due to a federal tax rate reduction. The effective tax rate for fiscal 2008 was unfavorably impacted by the recording of tax and interest

related to uncertain tax positions, share-based compensation expense and the recognition of losses of $8.7 million, which had an unfavorable tax

impact of $3.3 million, recorded to adjust the carrying value of COLI policies to their cash surrender values.

Earnings Per Share

Both basic earnings per share and diluted earnings per share increased 12.4% in fiscal 2010 from the prior year. Basic earnings per share and

diluted earnings per share decreased 3.3% and 2.2%, respectively, in fiscal 2009 over the prior year. These changes were primarily the result of

factors discussed above including the additional week in fiscal 2010, as well as a net reduction in shares outstanding. The net reduction in average

shares outstanding was primarily due to share repurchases. The net reduction in diluted shares outstanding was primarily due to share repurchases

and an increase in the number of anti-dilutive options excluded from the diluted shares calculation.

Both basic and diluted earnings per share were favorably impacted by $0.09 per share in fiscal 2010 due to the one-time reversal of interest

accruals for the tax contingency related to the IRS settlement and the gains recorded on the adjustment of the carrying value of COLI policies to their
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cash surrender values. This compares to a $0.07 per share negative impact to earnings per share in fiscal 2009 from the losses recorded on the

adjustment of the carrying value of COLI policies to their cash surrender values.

Set forth below is a reconciliation of actual diluted earnings per share to adjusted diluted earnings per share for the periods presented (see

further discussion at “Impact of 53-week fiscal year” above):

2010
(53 Weeks) 2009

Calculation of diluted earnings per share impact for 53rd week:
Estimated net earnings for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,127
Diluted shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 593,590,042
Estimated diluted earnings per share for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.04
Diluted earnings per share for the 53/52 week periods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.99 $ 1.77
Estimated diluted earnings per share for the additional week . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.04 —
Adjusted diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.95 $ 1.77

Actual percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.4%
Adjusted percentage increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.2%

As compared to fiscal 2010, increased net company-sponsored pension costs and additional expense from our Business Transformation Project

will negatively impact both basic earnings per share and diluted earnings per share in fiscal 2011.

Segment Results

We have aggregated our operating companies into a number of segments, of which only Broadline and SYGMA are reportable segments as

defined in accounting provisions related to disclosures about segments of an enterprise. The accounting policies for the segments are the same as

those disclosed by Sysco within the Financial Statements and Supplementary Data within Part II Item 8 of this Form 10-K. Intersegment sales

generally represent specialty produce and meat company products distributed by the Broadline and SYGMA operating companies. The segment

results include certain centrally incurred costs for shared services that are charged to our segments.These centrally incurred costs are charged based

upon the relative level of service used by each operating company consistent with how management views the performance of its operating

segments.

Management evaluates the performance of each of our operating segments based on its respective operating income results, which include the

allocation of certain centrally incurred costs. While a segment’s operating income may be impacted in the short term by increases or decreases in

margins, expenses, or a combination thereof, over the long-term each business segment is expected to increase its operating income at a greater rate

than sales growth. This is consistent with our long-term goal of leveraging earnings growth at a greater rate than sales growth.

The following table sets forth the operating income of each of our reportable segments and the other segment expressed as a percentage of

each segment’s sales for each period reported and should be read in conjunction with Note 19, “Business Segment Information” to the Consolidated

Financial Statements in Item 8:

2010
(53 Weeks) 2009 2008

Operating Income as
a Percentage of Sales

Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.0% 6.7% 6.5%
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 0.6 0.2
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.9 3.1 3.8

The following table sets forth the change in the selected financial data of each of our reportable segments and the other segment expressed as a

percentage increase over the prior year and should be read in conjunction with Note 19, “Business Segment Information” to the Consolidated

Financial Statements in Item 8:

Sales
Operating

Income Sales
Operating

Income

2010
(53 Weeks) 2009

Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7% 5.9% (2.0)% 1.5%
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1 56.7(1) 5.8 265.5(1)

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2.6) 20.8 (9.7) (25.8)

(1) SYGMA had operating income of $47.3 million in fiscal 2010, $30.2 million in fiscal 2009 and $8.3 million in fiscal 2008.
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The following table sets forth sales and operating income of each of our reportable segments, the other segment, and intersegment sales,

expressed as a percentage of aggregate segment sales, including intersegment sales, and operating income, respectively. For purposes of this

statistical table, operating income of our segments excludes corporate expenses of $269.6 million in fiscal 2010, $219.3 million in fiscal 2009 and

$196.7 million in fiscal 2008 that are not charged to our segments. This information should be read in conjunction with Note 19, “Business Segment

Information” to the Consolidated Financial Statements in Item 8:

Sales

Segment
Operating

Income Sales

Segment
Operating

Income Sales

Segment
Operating

Income

2010
(53 Weeks) 2009 2008

Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.9% 92.4% 79.4% 93.7% 79.5% 93.0%
SYGMA. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.1 2.1 13.1 1.4 12.2 0.4
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.5 5.5 8.8 4.9 9.6 6.6
Intersegment sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.5) — (1.3) — (1.3) —
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Included in corporate expenses, among other items, are:

• Gains and losses recognized to adjust corporate-owned life insurance policies to their cash surrender values;

• Share-based compensation expense;

• Expenses related to the company’s Business Transformation Project; and

• Corporate-level depreciation and amortization expense.

Broadline Segment

The Broadline reportable segment consists of the aggregated results of the United States, Canadian and European Broadline segments.

Broadline operating companies distribute a full line of food products and a wide variety of non-food products to customers. Broadline operations

have significantly higher operating margins than the rest of Sysco’s operations. In fiscal 2010, the Broadline operating results represented

approximately 80% of Sysco’s overall sales and 92% of the aggregate operating income of Sysco’s segments, which excludes corporate expenses

and consolidated adjustments.

There are several factors which contribute to these higher operating results as compared to the SYGMA and Other operating segments. We

have invested substantial amounts in assets, operating methods, technology and management expertise in this segment. The breadth of its sales

force, geographic reach of its distribution area and its purchasing power allow us to leverage this segment’s earnings.

Sales

Sales for fiscal 2010 were 1.7% greater than fiscal 2009. Case volume improvement caused an increase in sales in fiscal 2010 as compared to

fiscal 2009. The changes in the exchange rates used to translate our foreign sales into U.S. dollars positively impacted sales by 1.0% compared to

fiscal 2009. Non-comparable acquisitions contributed 0.6% to the overall sales comparison for fiscal 2010. Product cost deflation, which led to

decreases in selling prices, and a change in customer sales mix partially offset case volume improvement in fiscal 2010. The additional week also

contributed to the sales growth in fiscal 2010.

Sales for fiscal 2009 were 2.0% less than fiscal 2008. Case volume declines attributable to the impact of the negative business environment

caused a decline in sales in fiscal 2009 as compared to fiscal 2008. The changes in the exchange rates used to translate our foreign sales into

U.S. dollars negatively impacted sales by 1.5% compared to fiscal 2008. Non-comparable acquisitions contributed 0.2% to the overall sales

comparison for fiscal 2009. Product cost inflation, which led to increases in selling prices, partially offset case volume declines in fiscal 2009.

Operating Income

The increase in operating income in fiscal 2010 over fiscal 2009 was primarily due to effective management of operations in the current

economic environment by decreasing expenses as compared to the comparable prior year periods. Operating expenses decreased 1.4% in fiscal

2010 as compared to fiscal 2009. The additional week in fiscal 2010 contributed to the gross margin increase, partially offset by a decrease of

approximately $37.4 million in the fuel surcharges charged to customers in fiscal 2010 as compared to fiscal 2009 due to less usage of these

surcharges in fiscal 2010. Expense performance for fiscal 2010 was primarily due to reduced fuel cost and lower provision for losses on receivables

and operating efficiencies, such as reduced pay — related expense due to reduced headcount. Fuel costs were $50.6 million lower in fiscal 2010 than

in the prior year. Partially offsetting these expense declines were increases in expenses related to the additional week in fiscal 2010.

The increase in operating income in fiscal 2009 over fiscal 2008 was primarily due to effective management of operations in the weak

economic environment. Effective management was also evidenced by margins declining at a lower rate than our sales decline and by decreasing

expenses as compared to the comparable prior year periods. Gross margin dollars decreased 1.7% while operating expenses decreased 3.2% in fiscal

2009 as compared to fiscal 2008. Offsetting the gross margin decline was an increase in fuel surcharges of $9.0 million as a result of increased

usage of fuel surcharges in the first half of fiscal 2009 due to sustained increased market diesel prices. Expense performance for fiscal 2009 was

aided by lower payroll-related expenses related to reduced headcount and lower incentive compensation and operating efficiencies, partially offset

by an increase in the provision for losses on receivables and increased fuel cost. Fuel costs were $28.8 million higher in fiscal 2009 over fiscal 2008.
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We attempt to mitigate fuel costs by reducing miles driven, improving fleet consumption by adjusting idling time and maximum speeds and

using fuel surcharges. Assuming that fuel prices do not significantly rise above recent levels during fiscal 2011, we expect fuel costs for our Broadline

segment to increase by approximately $7 million to $14 million as compared to fiscal 2010 and we do not expect fuel surcharges to change

significantly in fiscal 2011 as compared to fiscal 2010.

We recorded provisions related to multi-employer pension plans of $2.9 million in fiscal 2010, $9.6 million in fiscal 2009 and $22.3 million in

fiscal 2008.

SYGMA Segment

SYGMA operating companies distribute a full line of food products and a wide variety of non-food products to certain chain restaurant

customer locations. SYGMA operations have traditionally had lower operating income as a percentage of sales than Sysco’s other segments. This

segment of the foodservice industry has generally been characterized by lower overall operating margins as the volume that these customers

command allows them to negotiate for reduced margins. These operations service chain restaurants through contractual agreements that are

typically structured on a fee per case delivered basis.

Sales

Sales were 1.1% greater in fiscal 2010 than fiscal 2009 and 5.8% greater in fiscal 2009 than in fiscal 2008. The additional week contributed to

the sales growth in fiscal 2010. Case volume improvement caused an increase in sales in fiscal 2010 as compared to fiscal 2009. This case growth

was largely attributable to new customers added largely in the latter part of the fiscal year and the additional week in fiscal 2010. Partially offsetting

these case volume improvements was a decline in volume from existing customers due to the weak economic environment which applied continued

pressure to consumer discretionary spending and negatively impacted overall restaurant traffic counts. Product cost deflation, which led to

decreases in selling prices also impacted fiscal 2010 sales growth. In fiscal 2009, sales growth was primarily due to significant contracts with new

customers and product cost increases, which led to increases in selling prices. These increases were partially offset by lost sales due to the

elimination of unprofitable business and lower case volumes due to difficult economic conditions impacting SYGMA’s existing customer base.

One chain restaurant customer (Wendy’s/Arby’s Group, Inc.) accounted for approximately 33% of the SYGMA segment sales for the fiscal

year ended July 3, 2010. SYGMA maintains multiple regional contracts with varied expiration dates with this customer. While the loss of this

customer would have a material adverse effect on SYGMA, we do not believe that the loss of this customer would have a material adverse effect on

Sysco as a whole.

Operating Income

Operating income increased by $17.1 million in fiscal 2010 as compared to fiscal 2009. Gross margin dollars increased 0.7% while operating

expenses decreased 3.7% in fiscal 2010 as compared to fiscal 2009. The additional week in fiscal 2010 contributed to the gross margin increase,

partially offset by a decrease of approximately $11.4 million in the fuel surcharges charged to customers in fiscal 2010 compared to fiscal 2009 due

to lower fuel prices in fiscal 2010. Expense reductions were accomplished by operational efficiencies in both delivery and warehouse areas, as well as

lower payroll expense related to headcount reductions. Also contributing to the decrease in operating expenses was a decrease of $10.1 million in fuel

costs in fiscal 2010 from the prior year due to lower fuel prices.

Operating income increased by $21.9 million in fiscal 2009 as compared to fiscal 2008. Gross margin dollars increased 0.4% while operating

expenses decreased 5.1% in fiscal 2009 as compared to fiscal 2008. Offsetting the gross margin increase, was a decrease of approximately

$5.0 million in the fuel surcharges charged to customers in fiscal 2009 compared to fiscal 2008. Expense reductions were accomplished by

operational efficiencies in both delivery and warehouse areas, as well as lower payroll expense related to headcount reductions. Offsetting these

expense declines were increased fuel costs of $2.0 million in fiscal 2009 over fiscal 2008.

Assuming that fuel prices do not significantly rise above recent levels during fiscal 2011, we expect fuel costs and fuel surcharges for our

SYGMA segment to increase as compared to fiscal 2010.

Other Segment

“Other” financial information is attributable to our other operating segments, including our specialty produce, custom-cut meat and lodging

industry products and a company that distributes to international customers. These operating segments are discussed on an aggregate basis as they

do not represent reportable segments under segment accounting literature.

On an aggregate basis, our “Other” segment has had a lower operating income as a percentage of sales than Sysco’s Broadline segment. Sysco

has acquired the operating companies within these segments in relatively recent years. These operations generally operate in a niche within the

foodservice industry. These operations are also generally smaller in sales and scope than an average Broadline operation and each of these segments

is considerably smaller in sales and overall scope than the Broadline segment. In fiscal 2010, in the aggregate, the “Other” segment represented

approximately 8.5% of Sysco’s overall sales and 5.5% of the aggregate operating income of Sysco’s segments, which excludes corporate expenses

and consolidated adjustments.
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Operating income increased 20.8% for fiscal 2010 from fiscal 2009. The increase in operating income was caused primarily by increased sales

in our specialty produce segment and increased operating income in all segments due to favorable expense management. The additional week in

fiscal 2010 also contributed to the increase in operating income.

Operating income decreased 25.8% for fiscal 2009 from fiscal 2008. The decrease in operating income was caused primarily by reduced sales

in all segments attributable to the deteriorating economic environment.

Liquidity and Capital Resources

Sysco’s strategic objectives require continuing investment, and our resources include cash provided by operations and access to capital from

financial markets. Our operations historically have produced significant cash flow. Cash generated from operations is generally allocated to working

capital requirements; investments in facilities, systems, fleet, other equipment and technology; acquisitions compatible with our overall growth

strategy; and cash dividends. Any remaining cash generated from operations may be invested in high-quality, short-term instruments or applied

toward the cost of the share repurchase program. As a part of our on-going strategic analysis, we regularly evaluate business opportunities, including

potential acquisitions and sales of assets and businesses, and our overall capital structure. These transactions may materially impact our liquidity,

borrowing capacity, leverage ratios and capital availability.

We believe that our cash flows from operations, the availability of additional capital under our existing commercial paper programs and bank

lines of credit and our ability to access capital from financial markets in the future, including issuances of debt securities under our shelf registration

statement filed with the Securities and Exchange Commission (SEC), will be sufficient to meet our anticipated cash requirements for the next twelve

months and beyond, while maintaining sufficient liquidity for normal operating purposes. We have continued to maintain the highest credit rating

available for U.S. commercial paper. We believe that we will continue to be able to access the commercial paper market effectively as well as the

long-term capital markets, if necessary.

Operating Activities

We generated $0.9 billion in cash flow from operations in fiscal 2010, $1.6 billion in fiscal 2009 and $1.6 billion in fiscal 2008. The decrease of

$691.3 million between fiscal 2010 and fiscal 2009 was driven largely by $528.0 million of payments related to the IRS settlement and

$140.0 million of pension contributions made in advance for fiscal 2011. Additionally, several less significant items had offsetting impacts when

comparing the cash flow from operations between fiscal 2010 and fiscal 2009. As described under “Other Considerations, BSCC Cooperative

Structure,” we will continue to make payments under the IRS settlement in fiscal 2011 and fiscal 2012, in the amount of $212 million per year. If

equivalent levels of net earnings are achieved in fiscal 2011, we expect cash flows from operations to increase in fiscal 2011 as compared to fiscal

2010.

Cash flow from operations in fiscal 2010 was primarily due to net income and non-cash depreciation and amortization expense, offset by

decreases in accrued income taxes and other long-term liabilities and prepaid pension cost, net, increases in accounts receivable and inventory

balances and changes in deferred tax assets and liabilities. Cash flow from operations in fiscal 2009 was primarily due to net income, non-cash

depreciation and amortization expense, an increase in accrued income taxes, and increases in accounts receivable and inventory balances. The

increases in fiscal 2009 were partially offset by decreases in accounts payable balances and accrued expenses. Cash flow from operations in fiscal

2008 was primarily due to net income, changes in deferred tax assets and liabilities and non-cash depreciation and amortization expense. The

increases in fiscal 2008 were reduced by decreases in accrued income taxes and increases in accounts receivable and inventory balances.

The increase in accounts receivable and inventory balances in fiscal 2010 was primarily due to sales growth. The decrease in accounts

receivable and inventory balances in fiscal 2009 was primarily due to the sales decline.The increase in accounts receivable and inventory balances in

fiscal 2008 was primarily due to sales growth. The increase in accounts payable balances in fiscal 2010 was primarily from the growth in inventory

resulting from sales growth. The decrease in accounts payable balances in fiscal 2009 was primarily from inventory decreases resulting from the

sales decline. The increase in accounts payable balances in fiscal 2008 was primarily due to inventory increases resulting from sales growth.

Accounts payable balances are impacted by many factors, including changes in product mix, cash discount terms and changes in payment terms

with vendors.

Cash flow from operations was favorably impacted by an increase in accrued expenses of $58.0 million during fiscal 2010. Cash flow from

operations was negatively impacted by decreases in accrued expenses of $120.3 million during fiscal 2009 and $22.7 million during fiscal 2008.The

increase in accrued expenses during fiscal 2010 was primarily due to increases in incentive compensation accruals resulting from improved

operating performance in fiscal 2010. The remainder of the increase was driven by multiple changes in various other accruals, of which no item was

individually significant. The decrease in accrued expenses during fiscal 2009 was primarily due to the payment of prior year annual incentive

bonuses, offset by lower accruals for current year incentive bonuses. The decrease in accrued expenses during fiscal 2008 was primarily due to the

reversal of a product liability claim which is further explained below.This decrease was partially offset by increased accrued interest due to fixed-rate

debt issued in fiscal 2008 and an increase to a provision related to a multi-employer pension plan. See additional discussion of multi-employer

pension plans at “Other Considerations, Multi-Employer Pension Plans”.

In fiscal 2007, we recorded a liability for a product liability claim of $50.3 million within accrued expenses and a corresponding insurance

receivable of $48.3 million within prepaid expenses and other current assets. In fiscal 2008, these amounts were reversed as our insurance carrier

and other parties paid the full amount of the judgment.
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Cash flow from operations for fiscal 2010 was negatively impacted by changes in deferred tax assets and liabilities of $121.9 million and a

decrease in accrued income taxes of $296.5 million. The main factor affecting both of these items, as well as cash taxes paid, was the IRS settlement

(discussed below in “Other Considerations, BSCC Cooperative Structure”), which resulted in the payment of taxes of $528.0 million in fiscal 2010 for

the settlement agreement as well as higher estimated tax payments for ongoing operations in fiscal 2010. Offsetting the negative impact described

above, the change in deferred tax assets and liabilities was impacted by the contribution of an additional $140.0 million to our company-sponsored

qualified pension plan in fiscal 2010 for contributions that would normally have been made in fiscal 2011. Cash flow from operations for fiscal 2009

was positively impacted by an increase in accrued income taxes of $325.5 million, partially offset by changes in deferred tax assets and liabilities of

$294.2 million. Cash flow from operations for fiscal 2008 was positively impacted by changes in deferred tax assets and liabilities of $643.5 million,

partially offset by a decrease in accrued income taxes of $509.8 million. Total cash taxes paid were $1,142.0 million, $735.8 million and

$530.2 million in fiscal 2010, 2009 and 2008, respectively.

Other long-term liabilities and prepaid pension cost, net, decreased $271.7 million during fiscal 2010, decreased $48.4 million during fiscal

2009 and increased $13.5 million during fiscal 2008. The decrease in fiscal 2010 is primarily attributable to three items. First, pension contributions

to our company-sponsored plans exceeded net company-sponsored pension costs. Second, our liability for deferred incentive compensation

decreased due to accelerated distributions taken by plan participants of all or a portion of their vested balances pursuant to certain transitional relief

under the provisions of Section 409A of the Internal Revenue Code and other regular distributions. Third, our liability for uncertain tax positions

decreased as a result of the settlement with the IRS, as well as a reclass to accrued income taxes for amounts expected to be paid in fiscal 2011. The

decrease in fiscal 2009 is primarily attributable to a decrease in our liability for uncertain tax benefits related to our settlement with the IRS. See

additional discussion of an IRS settlement at “Other Considerations, BSCC Cooperative Structure.” The decrease was partially offset by a

combination of the recording of net company-sponsored pension costs and incentive compensation deferrals. The increase for fiscal 2008 was

primarily attributable to a combination of the recording of net company-sponsored pension costs, incentive compensation deferrals and a net

increase to our liability for uncertain tax positions, partially offset by pension contributions to our company-sponsored plans. We recorded net

company-sponsored pension costs of $126.1 million, $88.7 million and $65.8 million during fiscal 2010, fiscal 2009 and fiscal 2008, respectively.

Our contributions to our company-sponsored defined benefit plans were $297.9 million, $95.8 million and $92.7 million during fiscal 2010, fiscal

2009 and fiscal 2008, respectively. We contributed $140.0 million to our company-sponsored qualified pension plan in fiscal 2010 for contributions

that would normally have been made in fiscal 2011. Additional contributions to our company-sponsored qualified pension plan are not currently

anticipated in fiscal 2011.

Investing Activities

Fiscal 2010 capital expenditures included:

• investments in technology including our Business Transformation Project;

• fleet replacements;

• replacement or significant expansion of facilities in Vancouver, British Columbia, Canada; Winnipeg, Manitoba, Canada; Billings, Montana;

Plainfield, New Jersey; Philadelphia, Pennsylvania and Houston, Texas; and

• the purchase of a facility for our future shared services operations in connection with our Business Transformation Project.

Fiscal 2009 capital expenditures included:

• construction of a fold-out facility in Longview, Texas;

• replacement or significant expansion of facilities in Victoria, British Columbia, Canada; Chicago, Illinois; Pittsburgh, Pennsylvania and

Houston, Texas;

• land purchases for future fold-out facilities; and

• investments in technology for our Business Transformation Project.

Fiscal 2008 capital expenditures included:

• construction of fold-out facilities in Knoxville, Tennessee and Longview, Texas;

• replacement or significant expansion of facilities in Atlanta, Georgia; Chicago, Illinois; Peterborough, Ontario, Canada and Houston, Texas;

• completion of the Southeast RDC in Alachua, Florida; and

• completion of work on the corporate headquarters expansion.

We expect total capital expenditures in fiscal 2011 to be in the range of $700.0 million to $750.0 million. Fiscal 2011 expenditures will include

facility, fleet and other equipment replacements and expansions; new facility construction, including fold-out facilities; and investments in

technology including our Business Transformation Project.

During fiscal 2010, in the aggregate, the company paid cash of $29.3 million for operations acquired during fiscal 2010 and for contingent

consideration related to operations acquired in previous fiscal years. During fiscal 2010, we acquired for cash a broadline foodservice operation in

Syracuse, New York, a produce distributor in Atlanta, Georgia and a seafood distributor in Edmonton, Alberta, Canada.
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During fiscal 2009, in the aggregate the company paid cash of $218.1 million for operations acquired during fiscal 2009 and for contingent

consideration related to operations acquired in previous fiscal years. During fiscal 2009, we acquired for cash broadline foodservice operations in

Ireland, Los Angeles, California and Boston, Massachusetts, as well as a produce distributor in Toronto, Ontario, Canada.

During fiscal 2008, in the aggregate, the company paid cash of $55.3 million for operations acquired during fiscal 2008 and for contingent

consideration related to operations acquired in previous fiscal years. During fiscal 2008, we acquired for cash produce distributors in Jacksonville,

Florida, and Miami, Florida, a specialty meat company in Vancouver, British Columbia, Canada and a lodging industry supply company in Hong Kong.

Financing Activities

Equity

We traditionally have engaged in Board-approved share repurchase programs. The number of shares acquired and their cost during the past

three fiscal years were 6,000,000 shares for $179.2 million in fiscal 2010, 16,951,200 shares for $438.8 million in fiscal 2009 and 16,769,900 shares

for $529.2 million in fiscal 2008. An additional 1,230,427 shares were repurchased at a cost of $37.1 million through August 18, 2010, resulting in a

remaining authorization by our Board of Directors to repurchase up to 2,156,173 shares, based on the trades made through that date. On August 27,

2010, the Board of Directors approved a new share repurchase program covering an additional 20,000,000 shares. Our current share repurchase

strategy is to purchase enough shares to keep our diluted average shares outstanding relatively constant. Based on forecasted share exercises

pursuant to our option plans, we expect to repurchase more shares in fiscal 2011 than in fiscal 2010.

Dividends paid were $579.8 million, or $0.98 per share, in fiscal 2010, $548.2 million, or $0.92 per share, in fiscal 2009 and $497.5 million, or

$0.82 per share, in fiscal 2008. In May 2010, we declared our regular quarterly dividend for the first quarter of fiscal 2011 of $0.25 per share, which

was paid in July 2010.

In November 2000, we filed with the SEC a shelf registration statement covering 30,000,000 shares of common stock to be offered from time

to time in connection with acquisitions. As of August 18, 2010, 29,477,835 shares remained available for issuance under this registration statement.

Short-term Borrowings

We have uncommitted bank lines of credit, which provided for unsecured borrowings for working capital of up to $88.0 million, of which none

was outstanding as of July 3, 2010 or August 18, 2010.

Our Irish subsidiary, Pallas Foods Limited, has a ¤10.0 million (Euro) committed facility for unsecured borrowings for working capital. There

were no borrowings outstanding under this facility as of July 3, 2010 or August 18, 2010.

Commercial Paper and Revolving Credit Facility

We have a Board-approved commercial paper program allowing us to issue short-term unsecured notes in an aggregate amount not to exceed

$1.3 billion.

Sysco and one of our subsidiaries, Sysco International, Co., have a revolving credit facility supporting our U.S. and Canadian commercial paper

programs. The facility, in the amount of $1.0 billion, expires on November 4, 2012, but is subject to extension.

During fiscal 2010, 2009 and 2008, aggregate outstanding commercial paper issuances and short-term bank borrowings ranged from

approximately zero to $1.8 million, zero to $165.0 million, zero to $1,113.2 million, respectively. There were no commercial paper issuances

outstanding as of July 3, 2010 or August 18, 2010.

Fixed Rate Debt

In January 2008, the SEC granted our request to terminate our then existing shelf registration statement that was filed with the SEC in April

2005 for the issuance of debt securities. In February 2008, we filed an automatically effective well-known seasoned issuer shelf registration

statement for the issuance of up to $1.0 billion in debt securities with the SEC.

In February 2008, we issued 4.20% senior notes totaling $250.0 million due February 12, 2013 (the 2013 notes) and 5.25% senior notes

totaling $500.0 million due February 12, 2018 (the 2018 notes) under our February 2008 shelf registration. The 2013 and 2018 notes, which were

priced at 99.835% and 99.310% of par, respectively, are unsecured, are not subject to any sinking fund requirement and include a redemption

provision which allows us to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to ensure

that the note holders are not penalized by the early redemption. Proceeds from the notes were utilized to retire commercial paper issuances

outstanding as of February 2008.

In February 2009, Sysco deregistered the securities remaining unsold under its then existing shelf registration statement that was filed with the

SEC in February 2008 for the issuance of debt securities. In February 2009, Sysco filed with the SEC an automatically effective well-known seasoned

issuer shelf registration statement for the issuance of an indeterminate amount of debt securities that may be issued from time to time.

In March 2009, Sysco issued 5.375% senior notes totaling $250.0 million due March 17, 2019 (the 2019 notes) and 6.625% senior notes

totaling $250.0 million due March 17, 2039 (the 2039 notes) under its February 2009 shelf registration. The 2019 and 2039 notes, which were

priced at 99.321% and 98.061% of par, respectively, are unsecured, are not subject to any sinking fund requirement and include a redemption
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provision which allows Sysco to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to

ensure that the note holders are not penalized by early redemption. Proceeds from the notes will be utilized over a period of time for general

corporate purposes, which may include acquisitions, refinancing of debt, working capital, share repurchases and capital expenditures.

In September 2009, we entered into an interest rate swap agreement that effectively converted $200.0 million of fixed rate debt maturing in

fiscal 2014 to floating rate debt. In October 2009, we entered into an interest rate swap agreement that effectively converted $250.0 million of fixed

rate debt maturing in fiscal 2013 to floating rate debt. Both transactions were entered into with the goal of reducing overall borrowing cost and

increasing floating interest rate exposure.These transactions were designated as fair value hedges since the swaps hedge against the changes in fair

value of fixed rate debt resulting from changes in interest rates.

Total Debt

Total debt as of July 3, 2010 was $2.5 billion of which approximately 81% was at fixed rates with a weighted average of 5.9% and an average life

of 16 years, and the remainder was at floating rates with a weighted average of 2.3%. Certain loan agreements contain typical debt covenants to

protect note holders, including provisions to maintain the company’s long-term debt to total capital ratio below a specified level. Sysco was in

compliance with all debt covenants as of July 3, 2010.

Other

As part of normal business activities, we issue letters of credit through major banking institutions as required by certain vendor and insurance

agreements. As of July 3, 2010 and June 27, 2009, letters of credit outstanding were $28.4 million and $74.7 million, respectively.

Other Considerations

Multi-Employer Pension Plans

As discussed in Note 18, “Commitments and Contingencies”, to the Consolidated Financial Statements in Item 8, we contribute to several

multi-employer defined benefit pension plans based on obligations arising under collective bargaining agreements covering union-represented

employees.

Under current law regarding multi-employer defined benefit plans, a plan’s termination, our voluntary withdrawal or the mass withdrawal of all

contributing employers from any underfunded multi-employer defined benefit plan would require us to make payments to the plan for our

proportionate share of the multi-employer plan’s unfunded vested liabilities. Generally, Sysco does not have the greatest share of liability among the

participants in any of these plans. Based on the information available from plan administrators, which has valuation dates ranging from January 31,

2008 to June 30, 2009, we estimate our share of withdrawal liability on most of the multi-employer plans in which we participate could have been as

much as $183.0 million as of July 3, 2010 based on a voluntary withdrawal. The majority of the plans we participate in have a valuation date of

calendar year-end. As such, the majority of our estimated withdrawal liability results from plans for which the valuation date was December 31,

2008; therefore, our estimated liability reflects the asset losses incurred by the financial markets as of that date. In general, the financial markets

improved during calendar year 2009; therefore, we believe our current share of the withdrawal liability could differ from this estimate. In addition, if a

multi-employer defined benefit plan fails to satisfy certain minimum funding requirements, the IRS may impose a non-deductible excise tax of 5% on

the amount of the accumulated funding deficiency for those employers contributing to the fund. As of July 3, 2010, we have approximately

$0.9 million in liabilities recorded in total related to certain multi-employer defined benefit plans for which our voluntary withdrawal had already

occurred.

Required contributions to multi-employer plans could increase in the future as these plans strive to improve their funding levels. In addition, the

Pension Protection Act, enacted in August 2006, requires underfunded pension plans to improve their funding ratios within prescribed intervals

based on the level of their underfunding. We believe that any unforeseen requirements to pay such increased contributions, withdrawal liability and

excise taxes would be funded through cash flow from operations, borrowing capacity or a combination of these items.

During fiscal 2008, we obtained information that a multi-employer pension plan we participated in failed to satisfy minimum funding

requirements for certain periods and concluded that it was probable that additional funding would be required as well as the payment of excise tax.

As a result, during fiscal 2008, we recorded a liability of approximately $16.5 million related to our share of the minimum funding requirements and

related excise tax for these periods. During the first quarter of fiscal 2009, we effectively withdrew from this multi-employer pension plan in an effort

to secure benefits for our employees that were participants in the plan and to manage our exposure to this under-funded plan. We agreed to pay

$15.0 million to the plan, which included the minimum funding requirements. In connection with this withdrawal agreement, we merged active

participants from this plan into Sysco’s company-sponsored Retirement Plan and assumed $26.7 million in liabilities. The payment to the plan was

made in the early part of the second quarter of fiscal 2009. If this plan were to undergo a mass withdrawal, as defined by the Pension Benefit

Guaranty Corporation, prior to September 2010, we could have additional liability. We do not currently believe a mass withdrawal from this plan prior

to September 2010 is probable.

We have experienced other instances triggering voluntary withdrawal from multi-employer pension plans. Total withdrawal liability provisions

recorded include $2.9 million in fiscal 2010, $9.6 million in fiscal 2009 and $22.3 million in fiscal 2008.
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BSCC Cooperative Structure

Sysco’s affiliate, Baugh Supply Chain Cooperative (BSCC), is a cooperative taxed under subchapter T of the United States Internal Revenue

Code, the operation of which has resulted in a deferral of tax payments. The IRS, in connection with its audits of our 2003 through 2006 federal

income tax returns, proposed adjustments that would have accelerated amounts that we had previously deferred and would have resulted in the

payment of interest on those deferred amounts. Sysco reached a settlement with the IRS in the first quarter of fiscal 2010 to cease paying U.S. federal

taxes related to BSCC on a deferred basis, pay the amounts that were recorded within deferred taxes related to BSCC over a three-year period and

make a one-time payment of $41.0 million, of which approximately $39.0 million is non-deductible.The settlement addresses the BSCC deferred tax

issue as it relates to the IRS audit of our 2003 through 2006 federal income tax returns, and settles the matter for all subsequent periods, including

the 2007 and 2008 federal income tax returns already under audit. As a result of the settlement, we will pay the amounts owed in the following

schedule:

Amounts paid annually: (In thousands)

Fiscal 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 528,000

Fiscal 2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212,000

Fiscal 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212,000

As noted in the table above, $528.0 million was paid related to settlement in fiscal 2010. Amounts to be paid in fiscal 2011 and 2012 will be paid

in connection with our quarterly tax payments, two of which fall in the second quarter, one in the third quarter and one in the fourth quarter. We

believe we have access to sufficient cash on hand, cash flows from operations and current access to capital to make payments on all of the amounts

noted above.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Contractual Obligations

The following table sets forth, as of July 3, 2010, certain information concerning our obligations and commitments to make contractual future

payments:

Total G 1 Year 1-3 Years 3-5 Years
More Than

5 Years

Payments Due by Period

(In thousands)

Recorded Contractual Obligations:
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,441,372 $ 196 $ 453,130 $ 209,493 $ 1,778,553
Capital lease obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,260 7,774 8,906 3,723 18,857
Deferred compensation(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,022 14,271 18,672 11,572 48,507
SERP and other postretirement plans(2) . . . . . . . . . . . . . . . . . . . 271,488 22,592 47,692 51,515 149,689
Unrecognized tax benefits and interest(3) . . . . . . . . . . . . . . . . . . 130,445 24,624
IRS deferred tax settlement(3) . . . . . . . . . . . . . . . . . . . . . . . . . 424,000 212,000 212,000 — —
Unrecorded Contractual Obligations:
Interest payments related to commercial paper and debt(4). . . . . . 1,453,115 125,005 237,809 207,957 882,344
Retirement plan(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,035,593 — 283,287 277,569 474,737
Long-term non-capitalized leases . . . . . . . . . . . . . . . . . . . . . . . 212,646 48,845 67,412 41,333 55,056
Purchase obligations(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,863,973 1,378,397 358,231 127,345 —
Total contractual cash obligations . . . . . . . . . . . . . . . . . . . . . $ 7,964,914 $ 1,833,704 $ 1,687,139 $ 930,507 $ 3,407,743

(1) The estimate of the timing of future payments under the Executive Deferred Compensation Plan involves the use of certain
assumptions, including retirement ages and payout periods.

(2) Includes estimated contributions to the unfunded SERP and other postretirement benefit plans made in amounts needed to fund benefit
payments for vested participants in these plans through fiscal 2020, based on actuarial assumptions.

(3) Unrecognized tax benefits relate to uncertain tax positions recorded under accounting standards related to uncertain tax positions. As
of July 3, 2010, we had a liability of $89.9 million for unrecognized tax benefits for all tax jurisdictions and $40.6 million for related
interest that could result in cash payment, of which $24.6 million is expected to be paid during fiscal 2011. Sysco reached a settlement
with the IRS in the first quarter of fiscal 2010 related to timing of tax payments. Apart from these items, we are not able to reasonably
estimate the timing of non-current payments or the amount by which the liability will increase or decrease over time. Accordingly, the
related non-current balances have not been reflected in the “Payments Due by Period” section of the table.

(4) Includes payments on floating rate debt based on rates as of July 3, 2010, assuming amount remains unchanged until maturity, and
payments on fixed rate debt based on maturity dates. The impact of our outstanding fixed-to-floating interest rate swaps on the fixed
rate debt interest payments is included as well based on the floating rates in effect as of July 3, 2010.

(5) Provides the estimated minimum contribution to the Retirement Plan through fiscal 2020 to meet ERISA minimum funding
requirements under the assumption that we only make minimum funding requirement contributions each year, based on actuarial
assumptions.
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(6) For purposes of this table, purchase obligations include agreements for purchases of product in the normal course of business, for which
all significant terms have been confirmed, including minimum quantities resulting from our sourcing initiative. Such amounts included
in the table above are based on estimates. Purchase obligations also includes amounts committed with a third party to provide
hardware and hardware hosting services over a ten year period ending in fiscal 2015 (See discussion under Note 18, “Commitments and
Contingencies”, to the Notes to Consolidated Financial Statements in Item 8), fixed electricity agreements and fixed fuel purchase
commitments. Purchase obligations exclude full requirements electricity contracts where no stated minimum purchase volume is
required.

Certain acquisitions involve contingent consideration, typically payable only in the event that certain operating results are attained or certain

outstanding contingencies are resolved. Aggregate contingent consideration amounts outstanding as of July 3, 2010 included $52.8 million in cash.

This amount is not included in the table above.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires us to make estimates and

assumptions that affect the reported amounts of assets, liabilities, sales and expenses in the accompanying financial statements. Significant

accounting policies employed by Sysco are presented in the notes to the financial statements.

Critical accounting policies and estimates are those that are most important to the portrayal of our financial condition and results of operations.

These policies require our most subjective or complex judgments, often employing the use of estimates about the effect of matters that are

inherently uncertain. We have reviewed with the Audit Committee of the Board of Directors the development and selection of the critical accounting

policies and estimates and this related disclosure. Our most critical accounting policies and estimates pertain to the allowance for doubtful accounts

receivable, self-insurance programs, company-sponsored pension plans, income taxes, vendor consideration, goodwill and intangible assets and

share-based compensation.

Allowance for Doubtful Accounts

We evaluate the collectability of accounts receivable and determine the appropriate reserve for doubtful accounts based on a combination of

factors. We utilize specific criteria to determine uncollectible receivables to be written off, including whether a customer has filed for or has been

placed in bankruptcy, has had accounts referred to outside parties for collection or has had accounts past due over specified periods. Allowances are

recorded for all other receivables based on analysis of historical trends of write-offs and recoveries. In addition, in circumstances where we are aware

of a specific customer’s inability to meet its financial obligation, a specific allowance for doubtful accounts is recorded to reduce the receivable to the

net amount reasonably expected to be collected. Our judgment is required as to the impact of certain of these items and other factors as to ultimate

realization of our accounts receivable. If the financial condition of our customers were to deteriorate, as was the case in fiscal 2009, additional

allowances may be required.

Self-Insurance Program

We maintain a self-insurance program covering portions of workers’ compensation, general liability and vehicle liability costs. The amounts in

excess of the self-insured levels are fully insured by third party insurers. We also maintain a fully self-insured group medical program. Liabilities

associated with these risks are estimated in part by considering historical claims experience, medical cost trends, demographic factors, severity

factors and other actuarial assumptions. Projections of future loss expenses are inherently uncertain because of the random nature of insurance

claims occurrences and could be significantly affected if future occurrences and claims differ from these assumptions and historical trends. In an

attempt to mitigate the risks of workers’ compensation, vehicle and general liability claims, safety procedures and awareness programs have been

implemented.

Company-Sponsored Pension Plans

Amounts related to defined benefit plans recognized in the financial statements are determined on an actuarial basis. Three of the more critical

assumptions in the actuarial calculations are the discount rate for determining the current value of plan benefits, the assumption for the rate of

increase in future compensation levels and the expected rate of return on plan assets.

For guidance in determining the discount rates, we calculate the implied rate of return on a hypothetical portfolio of high-quality fixed-income

investments for which the timing and amount of cash outflows approximates the estimated payouts of the pension plan. The discount rate

assumption is reviewed annually and revised as deemed appropriate. The discount rate for determining fiscal 2010 net pension costs for the

Retirement Plan, which was determined as of the June 27, 2009 measurement date, increased 108 basis points to 8.02%. The discount rate for

determining fiscal 2010 net pension costs for the SERP, which was determined as of the June 27, 2009 measurement date, increased 11 basis points

to 7.14%.The combined effect of these discount rate changes decreased our net company-sponsored pension costs for all plans for fiscal 2010 by an

estimated $38.6 million. The discount rate for determining fiscal 2011 net pension costs for the Retirement Plan, which was determined as of the

July 3, 2010 measurement date, decreased 187 basis points to 6.15%. The discount rate for determining fiscal 2011 net pension costs for the SERP,

which was determined as of the July 3, 2010 measurement date, decreased 79 basis points to 6.35%. The combined effect of these discount rate

changes will increase our net company-sponsored pension costs for all plans for fiscal 2011 by an estimated $85.6 million. A 100 basis point increase

in the discount rates for fiscal 2011 would decrease Sysco’s net company-sponsored pension cost by $50.9 million, while a 100 basis point decrease
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in the discount rates would increase pension cost by $61.7 million. The impact of a 100 basis point increase in the discount rates differs from the

impact of a 100 basis point decrease in discount rates because the liabilities are less sensitive to change at higher discount rates. Therefore, a

100 basis point increase in the discount rate will not generate the same magnitude of change as a 100 basis point decrease in the discount rate.

We look to actual plan experience in determining the rates of increase in compensation levels. We used a plan specific age-related set of rates

for the Retirement Plan, which are equivalent to a single rate of 5.30% as of July 3, 2010 and 5.21% as of June 27, 2009. For determining the benefit

obligations as of July 3, 2010, the SERP calculations use an age-graded salary growth assumption. As of June 27, 2009, the SERP calculations use an

age-graded salary growth assumption with reductions taken for determining fiscal 2010 pay due to base salary freezes in effect for fiscal 2010.

The expected long-term rate of return on plan assets of the Retirement Plan was 8.00% for fiscal 2010 and fiscal 2009. The expectations of

future returns are derived from a mathematical asset model that incorporates assumptions as to the various asset class returns, reflecting a

combination of historical performance analysis and the forward-looking views of the financial markets regarding the yield on bonds, historical

returns of the major stock markets and returns on alternative investments. Although not determinative of future returns, the effective annual rate of

return on plan assets, developed using geometric/compound averaging, was approximately 7.1%, 2.5%, 1.8%, and 19.5%, over the 20-year, 10-year,

5-year and 1-year periods ended December 31, 2009, respectively. In addition, in nine of the last 15 years, the actual return on plan assets has

exceeded 10.0%. The rate of return assumption is reviewed annually and revised as deemed appropriate.

The expected return on plan assets impacts the recorded amount of net pension costs. The expected long-term rate of return on plan assets of

the Retirement Plan is 8.00% for fiscal 2011. A 100 basis point increase (decrease) in the assumed rate of return for fiscal 2011 would decrease

(increase) Sysco’s net company-sponsored pension costs for fiscal 2011 by approximately $16.5 million.

Pension accounting standards require the recognition of the funded status of our defined benefit plans in the statement of financial position,

with a corresponding adjustment to accumulated other comprehensive income, net of tax. The amount reflected in accumulated other compre-

hensive loss related to the recognition of the funded status of our defined benefit plans as of July 3, 2010 was a charge, net of tax, of $598.8 million.

The amount reflected in accumulated other comprehensive loss related to the recognition of the funded status of our defined benefit plans as of

June 27, 2009 was a charge, net of tax, of $346.1 million.

Changes in the assumptions, including changes to the discount rate discussed above, together with the normal growth of the plans, the impact

of actuarial losses from prior periods and the timing and amount of contributions, increased net company-sponsored pension costs by approximately

$37.4 million in fiscal 2010. Changes in the assumptions, including changes to the discount rate discussed above, together with the normal growth of

the plans, the impact of actuarial losses from prior periods and the timing and amount of contributions are expected to increase net company-

sponsored pension costs in fiscal 2011 by approximately $60.3 million.

We made cash contributions to our company-sponsored pension plans of $297.9 million and $95.8 million in fiscal years 2010 and 2009,

respectively. The contributions in fiscal 2010 of $280.0 million to the Retirement Plan included the minimum required contribution for the calendar

2009 plan year to meet ERISA minimum funding requirements. The contributions in fiscal 2009 of $80.0 million to the Retirement Plan were

voluntary contributions. We do not have a minimum required contribution to the Retirement Plan for the calendar 2010 plan year to meet ERISA

minimum funding requirements. We contributed $140.0 million to the Retirement Plan in fiscal 2010 for contributions that would normally have

been made in fiscal 2011. Additional contributions to the Retirement Plan are not currently anticipated in fiscal 2011. The estimated fiscal 2011

contributions to fund benefit payments for the SERP plan is approximately $22.2 million.

Income Taxes

The determination of our provision for income taxes requires significant judgment, the use of estimates and the interpretation and application of

complex tax laws. Our provision for income taxes primarily reflects a combination of income earned and taxed in the various U.S. federal and state, as

well as foreign jurisdictions. Jurisdictional tax law changes, increases or decreases in permanent differences between book and tax items, accruals or

adjustments of accruals for unrecognized tax benefits or valuation allowances, and our change in the mix of earnings from these taxing jurisdictions

all affect the overall effective tax rate.

Our liability for unrecognized tax benefits contains uncertainties because management is required to make assumptions and to apply judgment

to estimate the exposures associated with our various filing positions. We believe that the judgments and estimates discussed herein are reasonable;

however, actual results could differ, and we may be exposed to losses or gains that could be material. To the extent we prevail in matters for which a

liability has been established, or pay amounts in excess of recorded liabilities, our effective income tax rate in a given financial statement period could

be materially affected. An unfavorable tax settlement generally would require use of our cash and may result in an increase in our effective income

tax rate in the period of resolution. A favorable tax settlement may be recognized as a reduction in our effective income tax rate in the period of

resolution.

Vendor Consideration

We recognize consideration received from vendors when the services performed in connection with the monies received are completed and

when the related product has been sold by Sysco.There are several types of cash consideration received from vendors. In many instances, the vendor

consideration is in the form of a specified amount per case or per pound. In these instances, we will recognize the vendor consideration as a reduction

of cost of sales when the product is sold. In some instances, vendor consideration is received upon receipt of inventory in our distribution facilities.

We estimate the amount needed to reduce our inventory based on inventory turns until the product is sold. Our inventory turnover is usually less
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than one month; therefore, amounts deferred against inventory do not require long-term estimation. In the situations where the vendor consideration

is not related directly to specific product purchases, we will recognize these as a reduction of cost of sales when the earnings process is complete, the

related service is performed and the amounts realized. Historically, adjustments to our estimates related to vendor consideration have not been

significant.

Goodwill and Intangible Assets

Goodwill and intangible assets represent the excess of consideration paid over the fair value of tangible net assets acquired. Certain

assumptions and estimates are employed in determining the fair value of assets acquired, including goodwill and other intangible assets, as well as

determining the allocation of goodwill to the appropriate reporting unit.

In addition, annually or more frequently as needed, we assess the recoverability of goodwill and indefinite-lived intangibles by determining

whether the fair values of the applicable reporting units exceed the carrying values of these assets. The reporting units used in assessing goodwill

impairment are our eight operating segments as described in Note 19, “Business Segment Information,” to the Consolidated Financial Statements in

Item 8. The components within each of our eight operating segments have similar economic characteristics and therefore are aggregated into eight

reporting units.

We arrive at our estimates of fair value using a combination of discounted cash flow and earnings multiple models. The results from each of

these models are then weighted and combined into a single estimate of fair value for each of our eight operating segments.The primary assumptions

used in these various models include estimated earnings multiples of comparable acquisitions in the industry including control premiums, earnings

multiples on acquisitions completed by Sysco in the past, future cash flow estimates of the reporting units, which are dependent on internal forecasts

and projected growth rates, and weighted average cost of capital, along with working capital and capital expenditure requirements. When possible,

we use observable market inputs in our models to arrive at the fair values of our reporting units. We update our projections used in our discounted

cash flow model based on historical performance and changing business conditions for each of our reporting units.

Actual results could differ from these assumptions and projections, resulting in the company revising its assumptions and, if required,

recognizing an impairment loss. There were no impairments of goodwill or indefinite-lived intangibles recorded as a result of assessment in fiscal

2010, 2009 and 2008. Our past estimates of fair value for fiscal 2010, 2009 and 2008 have not been materially different when revised to include

subsequent years’ actual results. Sysco has not made any material changes in its impairment assessment methodology during the past three fiscal

years. We do not believe the estimates used in the analysis are reasonably likely to change materially in the future but we will continue to assess the

estimates in the future based on the expectations of the reporting units. In the fiscal 2010 analysis, we would have performed additional analysis to

determine if an impairment existed for our lodging industry products reporting unit if the estimated fair value for this reporting unit had been 20%

lower. For the remainder of our reporting units, we would have performed additional analysis to determine if an impairment existed for a reporting

unit if the estimated fair value for any of these reporting units had declined by greater than 40%.

The reporting units aggregated as “Other” in the financial statement disclosures (specialty produce, custom-cut meat, lodging industry

products and international distribution operations) have a greater proportion of goodwill recorded to estimated fair value as compared to the

Broadline or SYGMA reporting units. This is primarily due to these businesses having been recently acquired, and as a result there has been less

history of organic growth than in the Broadline and SYGMA reporting units. In addition, these businesses also have lower levels of cash flow than the

Broadline reporting units. As such, these “Other” reporting units have a greater risk of future impairment if their operations were to suffer a

significant downturn.

Share-Based Compensation

We provide compensation benefits to employees and non-employee directors under several share-based payment arrangements including

various employee stock incentive plans, the Employees’ Stock Purchase Plan, the Management Incentive Plan and various non-employee director

plans.

As of July 3, 2010, there was $66.2 million of total unrecognized compensation cost related to share-based compensation arrangements. That

cost is expected to be recognized over a weighted-average period of 2.76 years.

The fair value of each option award is estimated on the date of grant using a Black-Scholes option pricing model. Expected volatility is based on

historical volatility of Sysco’s stock, implied volatilities from traded options on Sysco’s stock and other factors. We utilize historical data to estimate

option exercise and employee termination behavior within the valuation model; separate groups of employees that have similar historical exercise

behavior are considered separately for valuation purposes. Expected dividend yield is estimated based on the historical pattern of dividends and the

average stock price for the year preceding the option grant. The risk-free rate for the expected term of the option is based on the U.S. Treasury yield

curve in effect at the time of grant.

The fair value of each restricted stock unit award granted with a dividend equivalent is based on the company’s stock price as of the date of

grant. For restricted stock units granted without dividend equivalents, the fair value is reduced by the present value of expected dividends during the

vesting period.

The fair value of the stock issued under the Employee Stock Purchase Plan is calculated as the difference between the stock price and the

employee purchase price.
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The fair value of restricted stock granted to employees is based on the stock price on grant date.The application of a discount to the fair value of

a restricted stock grant is dependent upon whether or not each individual grant contains a post-vesting restriction. The fair value of the stock issued

under the Management Incentive Plans with respect to years prior to fiscal 2009 was based on the stock price on the last day of the fiscal year less a

12% discount for post-vesting restrictions. The discount for post-vesting restrictions was estimated based on restricted stock studies and by

calculating the cost of a hypothetical protective put option over the restriction period. The stock award component of the Management Incentive

Plan bonus awards was removed beginning in fiscal 2009.

The compensation cost related to these share-based awards is recognized over the requisite service period. The requisite service period is

generally the period during which an employee is required to provide service in exchange for the award.

The compensation cost related to stock issuances resulting from awards under the Management Incentive Plan through fiscal 2008 was

accrued over the fiscal year to which the incentive bonus related. The compensation cost related to stock issuances resulting from employee

purchases of stock under the Employees’ Stock Purchase Plan is recognized during the quarter in which the employee payroll withholdings are made.

Certain of our option awards are generally subject to graded vesting over a service period. In those cases, we will recognize compensation cost

on a straight-line basis over the requisite service period for the entire award. In other cases, certain of our option awards provide for graded vesting

over a service period but include a performance-based provision allowing for the vesting to accelerate. In these cases, if it is probable that the

performance condition will be met, we recognize compensation cost on a straight-line basis over the shorter performance period; otherwise, we

recognize compensation cost over the probable longer service period.

In addition, certain of our share-based awards provide that if the award holder retires at certain age and years of service thresholds, the options

continue to vest as if the award holder continued to be an employee or director. In these cases, for awards granted prior to July 2, 2005 (our adoption

date for the fair value recognition provisions in current stock compensation accounting standards), we will recognize the compensation cost for such

awards over the remaining service period and accelerate any remaining unrecognized compensation cost when the employee retires. For awards

granted subsequent to July 3, 2005, we will recognize compensation cost for such awards over the period from the date of grant to the date the

employee first becomes eligible to retire with his options continuing to vest after retirement.

Our option grants include options that qualify as incentive stock options for income tax purposes. In the period the compensation cost related to

incentive stock options is recorded, a corresponding tax benefit is not recorded as it is assumed that we will not receive a tax deduction related to

such incentive stock options. We may be eligible for tax deductions in subsequent periods to the extent that there is a disqualifying disposition of the

incentive stock option. In such cases, we would record a tax benefit related to the tax deduction in an amount not to exceed the corresponding

cumulative compensation cost recorded in the financial statements on the particular options multiplied by the statutory tax rate.

Forward-Looking Statements

Certain statements made herein that look forward in time or express management’s expectations or beliefs with respect to the occurrence of

future events are forward-looking statements under the Private Securities Litigation Reform Act of 1995. They include statements about Sysco’s

ability to increase its sales and market share and grow earnings, the continuing impact of economic conditions on consumer confidence and our

business, sales and expense trends, anticipated multi-employer pension related liabilities and contributions to various multi-employer pension plans,

expectations regarding potential payments of unrecognized tax benefits and interest, expectations regarding share repurchases, expected trends in

fuel pricing, usage costs and surcharges, our expectation regarding the provision for losses on accounts receivable, our intention to lower our cost of

goods sold by leveraging our purchasing power and procurement expertise and capitalizing on an end-to-end view of our supply chain, expected

implementation, costs and benefits of the ERP system, our plan to continue to explore and identify opportunities to grow in international markets and

complimentary lines of business, the impact of ongoing legal proceedings, the loss of SYGMA’s largest customer not having a material adverse effect

on Sysco as a whole, compliance with laws and government regulations not having a material effect on our capital expenditures, earnings or

competitive position, anticipated acquisitions and capital expenditures and the sources of financing for them, continued competitive advantages and

positive results from strategic initiatives, anticipated company-sponsored pension plan liabilities, our expectations regarding cash flow from

operations, the availability and adequacy of insurance to cover liabilities, the impact of future adoption of accounting pronouncements, predictions

regarding the impact of changes in estimates used in impairment analyses, the anticipated impact of changes in foreign currency exchange rates and

Sysco’s ability to meet future cash requirements and remain profitable.

These statements are based on management’s current expectations and estimates; actual results may differ materially due in part to the risk

factors discussed at Item 1.A. above and elsewhere. In addition, the success of Sysco’s strategic initiatives could be affected by conditions in the

economy and the industry and internal factors such as the ability to control expenses, including fuel costs. Expected trends related to fuel costs and

usage are impacted by fluctuations in the economy generally and numerous factors affecting the oil industry that are beyond our control. Our efforts

to lower our cost of goods sold may be impacted by factors beyond our control, including actions by our competitors and/or customers. As

implementation of the ERP system and the Business Transformation Project begins, there may be changes in design or timing that impact near-term

expense and cause us to revise the project calendar and budget, and additional hiring and training of employees and consultants may be required,

which could also impact project expense and timing. Company-sponsored pension plan liabilities are impacted by a number of factors including the

discount rate for determining the current value of plan benefits, the assumption for the rate of increase in future compensation levels and the

expected rate of return on plan assets. The amount of shares repurchased in a given period is subject to a number of factors, including available cash

and our general working capital needs at the time. Our plans with respect to growth in international markets and complimentary lines of business are

subject to the company’s other strategic initiatives and plans and economic conditions generally. Legal proceedings are impacted by events,
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circumstances and individuals beyond the control of Sysco. The need for additional borrowing or other capital is impacted by factors that include

capital expenditures or acquisitions in excess of those currently anticipated, stock repurchases at historical levels, or other unexpected cash

requirements. Predictions regarding the future adoption of accounting pronouncements involve estimates without the benefit of precedent, and if

our estimates turn out to be materially incorrect, our assessment of the impact of the pronouncement could prove incorrect, as well.The anticipated

impact of compliance with laws and regulations also involves the risk that estimates may turn out to be materially incorrect, and laws and

regulations, as well as methods of enforcement, are subject to change.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We do not utilize financial instruments for trading purposes. Our use of debt directly exposes us to interest rate risk. Floating rate debt, where

the interest rate fluctuates periodically, exposes us to short-term changes in market interest rates. Fixed rate debt, where the interest rate is fixed

over the life of the instrument, exposes us to changes in market interest rates reflected in the fair value of the debt and to the risk that we may need to

refinance maturing debt with new debt at higher rates.

We manage our debt portfolio to achieve an overall desired position of fixed and floating rates and may employ interest rate swaps as a tool to

achieve that position. The major risks from interest rate derivatives include changes in the interest rates affecting the fair value of such instruments,

potential increases in interest expense due to market increases in floating interest rates and the creditworthiness of the counterparties in such

transactions.

Fiscal 2010

As of July 3, 2010, we had no commercial paper outstanding. Our long-term debt obligations as of July 3, 2010 were $2.5 billion, of which

approximately 81% were at fixed rates of interest, including the impact of our interest rate swap agreements.

In September 2009, we entered into an interest rate swap agreement that effectively converted $200.0 million of fixed rate debt maturing in

fiscal 2014 to floating rate debt (2014 swap). In October 2009, we entered into an interest rate swap agreement that effectively converted

$250.0 million of fixed rate debt maturing in fiscal 2013 to floating rate debt (2013 swap). Both transactions were entered into with the goal of

reducing overall borrowing cost and increasing floating interest rate exposure. The major risks from interest rate derivatives include changes in

interest rates affecting the fair value of such instruments, potential increases in interest expense due to market increases in floating interest rates and

the creditworthiness of the counterparties in such transactions. These transactions were designated as fair value hedges since the swaps hedge

against the changes in fair value of fixed rate debt resulting from changes in interest rates.

As of July 3, 2010, the 2014 swap was recognized as an asset within the consolidated balance sheet at fair value within other assets of

$5.5 million. The fixed interest rate on the hedged debt is 4.6% and the floating interest rate on the swap is three-month LIBOR which resets

quarterly. As of July 3, 2010, the 2013 swap was recognized as an asset within the consolidated balance sheet at fair value within other assets of

$5.5 million. The fixed interest rate on the hedged debt is 4.2% and the floating interest rate on the swap is three-month LIBOR which resets

quarterly.

The following tables present our interest rate position as of July 3, 2010. All amounts are stated in U.S. dollar equivalents.

2011 2012 2013 2014 2015 Thereafter Total Fair Value

Interest Rate Position as of July 3, 2010
Principal Amount by Expected Maturity

Average Interest Rate

(In thousands)
U.S. $ Denominated:
Fixed Rate Debt . . . . . . . . $ 6,250 $ 204,658 $ 2,471 $ 1,275 $ 552 $1,766,234 $1,981,440 $2,262,961

Average Interest Rate . . . 4.5% 6.1% 4.7% 4.0% 3.5% 5.8% 5.9%
Floating Rate Debt(1) . . . . . $ — $ — $ 252,801 $ 208,249 $ 1,100 $ 12,500 $ 474,650 $ 483,872

Average Interest Rate . . . — — 2.5% 2.2% 0.3% 0.6% 2.3%
Canadian $ Denominated:
Fixed Rate Debt . . . . . . . . $ 894 $ 957 $ 944 $ 979 $ 1,061 $ 18,676 $ 23,511 $ 26,851

Average Interest Rate . . . 7.6% 8.0% 8.8% 9.1% 9.2% 9.8% 9.5%
Euro c Denominated:
Fixed Rate Debt . . . . . . . . $ 826 $ 205 $ — $ — $ — $ — $ 1,031 $ 1,177

Average Interest Rate . . . 8.9% 8.9% 0.0% 0.0% — — 8.9%

(1) Includes fixed rate debt that has been converted to floating rate debt through interest rate swap agreements.
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2011 2012 2013 2014 2015 Thereafter Total Fair Value

Interest Rate Position as of July 3, 2010
Notional Amount by Expected Maturity

Average Interest Swap Rate

(In thousands)

Interest Rate Swaps
Related To Debt:

Pay Variable/Receive
Fixed . . . . . . . . . . . . . $ — $ — $250,000 $200,000 $ — $ — $ 450,000 $ 11,045

Average Variable Rate
Paid:
Rate A Plus . . . . . . . . 0.0% 0.0% 2.1% 2.1% 0.0% 0.0% 0.0%
Fixed Rate Received . . 0.0% 0.0% 4.2% 4.6% 0.0% 0.0% 0.0%

Rate A — three-month LIBOR

Fiscal 2009

As of June 27, 2009, we had no commercial paper outstanding. Our long-term debt obligations as of June 27, 2009 were $2.5 billion, of which

approximately 99% were at fixed rates of interest. We had no interest rate swaps outstanding as of June 27, 2009.

The following table presents our interest rate position as of June 27, 2009. All amounts are stated in U.S. dollar equivalents.

2010 2011 2012 2013 2014 Thereafter Total Fair Value

Interest Rate Position as of June 27, 2009
Principal Amount by Expected Maturity

Average Interest Rate

(In thousands)

U.S. $ Denominated:
Fixed Rate Debt . . . . . . . $ 6,311 $ 5,073 $203,428 $251,583 $206,097 $ 1,765,629 $ 2,438,121 $ 2,509,602

Average Interest
Rate . . . . . . . . . . . . 4.3% 4.5% 6.1% 4.3% 4.1% 5.8% 5.5%

Floating Rate Debt . . . . . $ — $ — $ — $ — $ — $ 13,600 $ 13,600 $ 13,600
Average Interest

Rate . . . . . . . . . . . . — — — — — 1.3% 1.2%
Canadian $

Denominated:
Fixed Rate Debt . . . . . . . $ 659 $ 652 $ 738 $ 731 $ 790 $ 18,020 $ 21,590 $ 22,223

Average Interest
Rate . . . . . . . . . . . . 8.1% 8.4% 8.6% 9.6% 9.8% 9.8% 9.7%

Euro ¤ Denominated:
Fixed Rate Debt . . . . . . . $ 2,193 $ 921 $ 224 $ — $ — $ — $ 3,338 $ 3,436

Average Interest
Rate . . . . . . . . . . . . 7.7% 7.7% 7.7% — — — 7.7%

Foreign Currency Exchange Rate Risk

The majority of our foreign subsidiaries use their local currency as their functional currency. To the extent that business transactions are not

denominated in a foreign subsidiary’s functional currency, we are exposed to foreign currency exchange rate risk. We will also incur gains and losses

within our shareholders’ equity due to the translation of our financial statements from foreign currencies into U.S. dollars. Our income statement

trends may be impacted by the translation of the income statements of our foreign subsidiaries into U.S. dollars. The changes in the exchange rates

used to translate our foreign sales into U.S. dollars positively impacted sales by 0.9% in fiscal 2010 compared to fiscal 2009 and negatively impacted

sales by 1.2% in fiscal 2009 compared to fiscal 2008. The impact to our operating income, net earnings and earnings per share was not material in

fiscal 2010 and fiscal 2009. A 10% unfavorable change in the fiscal 2010 weighted year-to-date exchange rate and the resulting impact on our

financial statements would have negatively impacted fiscal 2010 sales by 0.2% and would not have materially impacted our operating income, net

earnings and earnings per share. We do not routinely enter into material agreements to hedge foreign currency exchange rate risks.

Our Canadian financing subsidiary has the U.S. dollar as its functional currency and has notes denominated in U.S. dollars.We have the potential

to create taxable income in Canada when this debt is paid due to changes in the exchange rate from the inception of the debt through the payment

date. A 10% unfavorable change in the fiscal 2010 year-end exchange rate and the resulting increase in the tax liability associated with these notes

would not have a material impact on our results of operations.

Fuel Price Risk

Due to the nature of our distribution business, we are exposed to potential volatility in fuel prices. The price and availability of diesel fuel

fluctuates due to changes in production, seasonality and other market factors generally outside of our control. Increased fuel costs may have a

negative impact on our results of operations in three areas. First, the high cost of fuel can negatively impact consumer confidence and discretionary

spending and thus reduce the frequency and amount spent by consumers for food-away-from-home purchases. Second, the high cost of fuel can

increase the price we pay for product purchases and we may not be able to pass these costs fully to our customers.Third, increased fuel costs impact

the costs we incur to deliver product to our customers. During fiscal 2010, 2009 and 2008, fuel costs related to outbound deliveries represented

approximately 0.6%, 0.8% and 0.7% of sales, respectively. Fuel costs, excluding any amounts recovered through fuel surcharges, incurred by Sysco

decreased by approximately $71.8 million in fiscal 2010 from fiscal 2009 and increased by $33.2 million in fiscal 2009 over fiscal 2008.
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From time to time, we will enter into forward purchase commitments for a portion of our projected monthly diesel fuel requirements. As of

July 3, 2010, we had forward diesel fuel commitments totaling approximately $93.0 million through September 2011. These contracts will lock in the

price of approximately 30% to 35% of our fuel purchase needs for the contracted periods at prices slightly lower than the current market price for

diesel.

Fuel costs in fiscal 2011, exclusive of any amounts recovered through fuel surcharges, are expected to increase by approximately $10 million to

$20 million as compared to fiscal 2010. Our estimate is based upon current, published quarterly market price projections for diesel, the cost

committed to in our forward fuel purchase agreements currently in place for fiscal 2011 and estimates of fuel consumption. Actual fuel costs could

vary from our estimates if any of these assumptions change, in particular if future fuel prices vary significantly from our current estimates. A 10%

unfavorable change in diesel prices from the market price used in our estimates above would change the range of potential increase to $25 million to

$35 million.

Investment Risk

Sysco invests in corporate-owned life insurance policies in order to fund certain retirement programs which are subject to market risk.The value

of our investments in corporate-owned life insurance policies is largely based on the values of underlying investments, which include publicly traded

securities.Therefore, the value of these policies will be adjusted each period based on the performance of the underlying securities which could result

in volatility in our earnings. Should the financial markets decline, we would take charges to adjust the carrying value of our corporate-owned life

insurance, and if the market declines are significant, these charges could reasonably be expected to have a material adverse impact on our operating

expenses, net income and earnings per share. A 10% unfavorable change in publicly traded securities held within our investments in corporate-

owned life insurance would not have a material impact on our operating expenses, net income and earnings per share.

Our company-sponsored qualified pension plan (Retirement Plan) holds investments in both equity and fixed income securities. The amount of

our annual contribution to the plan is dependent upon, among other things, the return on the plan’s assets and discount rates used to calculate the

plan’s liability. Fluctuations in asset values can cause the amount of our anticipated future contributions to the plan to increase and pension expense

to increase and can result in a reduction to shareholders’ equity on our balance sheet as of fiscal year-end, which is when this plan’s funded status is

measured. Also, the projected liability of the plan will be impacted by the fluctuations of interest rates on high quality bonds in the public markets.

Specifically, decreases in these interest rates may have a material impact on our results of operations. To the extent the financial markets experience

declines, our anticipated future contributions, pension expense and funded status will be affected for future years. A 10% unfavorable change in the

value of the investments held by our company-sponsored Retirement Plan at the plan’s fiscal year end (December 31, 2009) would not have a

material impact on our anticipated future contributions for fiscal 2011; however, this unfavorable change would increase our pension expense for

fiscal 2011 by $31.6 million and would reduce our shareholders’ equity on our balance sheet as of July 3, 2010 by $102.7 million.
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REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Sysco Corporation (“Sysco”) is responsible for establishing and maintaining adequate internal control over financial

reporting for the company. Sysco’s internal control system is designed to provide reasonable assurance regarding the reliability of financial reporting

and the preparation and fair presentation of published financial statements. All internal control systems, no matter how well designed, have inherent

limitations. Therefore, even those systems determined to be effective can provide only reasonable assurance with respect to financial statement

preparation and presentation.

Sysco’s management assessed the effectiveness of Sysco’s internal control over financial reporting as of July 3, 2010. In making this

assessment, it used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control — Integrated

Framework. Based on this assessment, management concluded that, as of July 3, 2010, Sysco’s internal control over financial reporting was effective

based on those criteria.

Ernst & Young LLP has issued an audit report on the effectiveness of Sysco’s internal control over financial reporting as of July 3, 2010.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors and Shareholders
Sysco Corporation

We have audited Sysco Corporation (a Delaware Corporation) and its subsidiaries’ (the “Company”) internal control over financial reporting as

of July 3, 2010, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission (the COSO criteria). Sysco Corporation’s management is responsible for maintaining effective internal control over

financial reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying Report of

Management on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over

financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting

was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk

that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and

performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our

opinion.

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 (1) pertain to the maintenance of records that, in

reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) 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 (3) 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 of any

evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that

the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Sysco Corporation and its subsidiaries maintained, in all material respects, effective internal control over financial reporting as of

July 3, 2010, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated

balance sheets of the Company as of July 3, 2010 and June 27, 2009 and the related consolidated results of operations, shareholders’ equity and

cash flows for each of the three years in the period ended July 3, 2010 of Sysco Corporation and subsidiaries and our report dated August 31, 2010

expressed an unqualified opinion thereon.

Houston, Texas
August 31, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

ON CONSOLIDATED FINANCIAL STATEMENTS

To the Board of Directors and Shareholders
Sysco Corporation

We have audited the accompanying consolidated balance sheets of Sysco Corporation (a Delaware Corporation) and subsidiaries (the

“Company”) as of July 3, 2010 and June 27, 2009, and the related consolidated results of operations, shareholders’ equity, and cash flows for each of

the three years in the period ended July 3, 2010. These financial statements are the responsibility of the Company’s management. Our responsibility

is to express an opinion on these financial statements based on our 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 audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit

also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial

statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of the

Company at July 3, 2010 and June 27, 2009, and the consolidated results of their operations and their cash flows for each of the three years in the

period ended July 3, 2010, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 16 to the consolidated financial statements, the Company adopted the recognition and disclosure provisions, effective

July 1, 2007, of the Financial Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes”, (codified in FASB

ASC Topic 740, “Income Taxes”).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Sysco Corporation

and its subsidiaries’ internal control over financial reporting as of July 3, 2010, based on criteria established in Internal Control-Integrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated August 31, 2010 expressed an unqualified

opinion thereon.

Houston, Texas
August 31, 2010
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SYSCO

CONSOLIDATED BALANCE SHEETS

July 3, 2010 June 27, 2009
(In thousands except for

share data)

ASSETS
Current assets

Cash and cash equivalents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 585,443 $ 1,018,651
Short-term investments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,511 —
Accounts and notes receivable, less allowances of $36,573 and $36,078 . . . . . . . . . . . . . . . . . . 2,617,352 2,468,511
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,771,539 1,650,666
Prepaid expenses and other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,992 64,418
Prepaid income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,421 —

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,076,258 5,202,246
Plant and equipment at cost, less depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,203,823 2,979,200
Other assets

Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,549,815 1,510,795
Intangibles, less amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,398 121,089
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124,488 93,858
Prepaid pension cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 26,746
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 252,919 214,252

Total other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,033,620 1,966,740
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,313,701 $ 10,148,186

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,953,092 $ 1,788,454
Accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 870,114 797,756
Accrued income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 323,983
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178,022 162,365
Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,970 9,163

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,009,198 3,081,721
Other liabilities

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,472,662 2,467,486
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 271,512 526,377
Other long-term liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 732,803 622,900

Total other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,476,977 3,616,763
Commitments and contingencies
Shareholders’ equity

Preferred stock, par value $1 per share
Authorized 1,500,000 shares, issued none . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Common stock, par value $1 per share
Authorized 2,000,000,000 shares, issued 765,174,900 shares . . . . . . . . . . . . . . . . . . . . . . . . . 765,175 765,175

Paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 816,833 760,352
Retained earnings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,134,139 6,539,890
Accumulated other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (480,251) (277,986)
Treasury stock, 176,768,795 and 175,148,403 shares, at cost . . . . . . . . . . . . . . . . . . . . . . . . . . (4,408,370) (4,337,729)

Total shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,827,526 3,449,702
Total liabilities and shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,313,701 $ 10,148,186

See Notes to Consolidated Financial Statements
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SYSCO

CONSOLIDATED RESULTS OF OPERATIONS

July 3, 2010
(53 Weeks) June 27, 2009 June 28, 2008

Year Ended

(In thousands except for share and per share data)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330 $ 37,522,111
Cost of sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,136,009 29,816,999 30,327,254
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,107,486 7,036,331 7,194,857
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,131,618 5,164,120 5,314,908
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,975,868 1,872,211 1,879,949
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125,477 116,322 111,541
Other expense (income), net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 802 (14,945) (22,930)
Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,849,589 1,770,834 1,791,338
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 669,606 714,886 685,187
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,179,983 $ 1,055,948 $ 1,106,151

Net earnings:
Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.99 $ 1.77 $ 1.83
Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.99 1.77 1.81

Average shares outstanding. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592,157,221 595,127,577 605,905,545
Diluted shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 593,590,042 596,069,204 610,970,783

Dividends declared per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.99 $ 0.94 $ 0.85

See Notes to Consolidated Financial Statements
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SYSCO

CHANGES IN CONSOLIDATED SHAREHOLDERS’ EQUITY

Shares Amount
Paid-in
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Loss Shares Amounts Totals

Common Stock Treasury Stock

(In thousands except for share data)

Balance as of June 30, 2007 . . . . 765,174,900 $765,175 $637,154 $5,544,078 $ (4,061) 153,334,523 $3,663,946 $3,278,400
Net earnings . . . . . . . . . . . . . . . 1,106,151 1,106,151
Foreign currency translation

adjustment . . . . . . . . . . . . . . . 30,514 30,514
Amortization of cash flow hedge,

net of tax . . . . . . . . . . . . . . . . 427 427
Reclassification of pension and

other postretirement benefit
plans amounts to net earnings,
net of tax . . . . . . . . . . . . . . . . 5,873 5,873

Pension funded status
adjustment, net of tax . . . . . . . (124,301) (124,301)

Comprehensive income . . . . . . . . 1,018,664
Dividends declared . . . . . . . . . . . (513,593) (513,593)
Treasury stock purchases. . . . . . . 16,499,900 520,255 (520,255)
Share-based compensation

awards . . . . . . . . . . . . . . . . . 75,054 (5,892,065) (143,143) 218,197
Adoption of uncertain tax benefits

provision . . . . . . . . . . . . . . . . (91,635) (91,635)
Adoption of pension measurement

date provision . . . . . . . . . . . . . (3,572) 22,780 19,208
Balance as of June 28, 2008 . . . . 765,174,900 $765,175 $712,208 $6,041,429 $ (68,768) 163,942,358 $4,041,058 $3,408,986

Net earnings . . . . . . . . . . . . . . . 1,055,948 1,055,948
Foreign currency translation

adjustment . . . . . . . . . . . . . . . (84,452) (84,452)
Amortization of cash flow hedge,

net of tax . . . . . . . . . . . . . . . . 428 428
Reclassification of pension and

other postretirement benefit
plans amounts to net earnings,
net of tax . . . . . . . . . . . . . . . . 13,335 13,335

Pension liability assumption, net
of tax. . . . . . . . . . . . . . . . . . . (16,450) (16,450)

Pension funded status
adjustment, net of tax . . . . . . . (122,079) (122,079)

Comprehensive income . . . . . . . . 846,730
Dividends declared . . . . . . . . . . . (557,487) (557,487)
Treasury stock purchases. . . . . . . 16,951,200 438,842 (438,842)
Share-based compensation

awards . . . . . . . . . . . . . . . . . 48,144 (5,745,155) (142,171) 190,315
Balance as of June 27, 2009 . . . . 765,174,900 $765,175 $760,352 $6,539,890 $(277,986) 175,148,403 $4,337,729 $3,449,702

Net earnings . . . . . . . . . . . . . . . 1,179,983 1,179,983
Foreign currency translation

adjustment . . . . . . . . . . . . . . . 49,973 49,973
Amortization of cash flow hedge,

net of tax . . . . . . . . . . . . . . . . 428 428
Reclassification of pension and

other postretirement benefit
plans amounts to net earnings,
net of tax . . . . . . . . . . . . . . . . 27,464 27,464

Pension funded status
adjustment, net of tax . . . . . . . (280,130) (280,130)

Comprehensive income . . . . . . . . 977,718
Dividends declared . . . . . . . . . . . (585,734) (585,734)
Treasury stock purchases. . . . . . . 6,000,000 179,174 (179,174)
Share-based compensation

awards . . . . . . . . . . . . . . . . . 56,481 (4,379,608) (108,533) 165,014
Balance as of July 3, 2010 . . . . . . 765,174,900 $765,175 $816,833 $7,134,139 $(480,251) 176,768,795 $4,408,370 $3,827,526

See Notes to Consolidated Financial Statements

40



SYSCO

CONSOLIDATED CASH FLOWS

July 3, 2010
(53 Weeks) June 27, 2009 June 28, 2008

Year Ended

(In thousands)

Cash flows from operating activities:
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,179,983 $1,055,948 $1,106,151
Adjustments to reconcile net earnings to cash provided by operating activities:

Share-based compensation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,358 56,030 80,650
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 389,976 382,339 372,529
Deferred income taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (121,865) (294,162) 643,480
Provision for losses on receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,931 74,638 32,184
Other non-cash items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,550 (3,586) (2,747)

Additional investment in certain assets and liabilities, net of effect of businesses
acquired:
(Increase) decrease in receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (166,426) 188,748 (128,017)
(Increase) decrease in inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (106,172) 177,590 (110,925)
(Increase) decrease in prepaid expenses and other current assets . . . . . . . . . . . . . . . . (6,271) (678) 59,896
Increase (decrease) in accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,811 (198,284) 28,671
Increase (decrease) in accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,002 (120,314) (22,721)
(Decrease) increase in accrued income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (296,475) 325,482 (509,783)
(Increase) decrease in other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (31,514) (15,701) 11,926
(Decrease) increase in other long-term liabilities and prepaid pension cost, net . . . . . . . (271,692) (48,380) 13,459
Excess tax benefits from share-based compensation arrangements. . . . . . . . . . . . . . . (768) (2,921) (4,404)

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 885,428 1,576,749 1,570,349
Cash flows from investing activities:

Additions to plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (594,604) (464,561) (515,963)
Proceeds from sales of plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,710 25,244 13,320
Acquisition of businesses, net of cash acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (29,293) (218,075) (55,259)
Purchases of short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (85,071) — —
Maturities of short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,568 — —
(Increase) decrease in restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (30,630) (1,271) 2,342
Net cash used for investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (656,320) (658,663) (555,560)

Cash flows from financing activities:
Bank and commercial paper borrowings (repayments), net . . . . . . . . . . . . . . . . . . . . . . — — (550,726)
Other debt borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,091 506,611 757,972
Other debt repayments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,695) (10,173) (7,628)
Debt issuance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7) (3,693) (4,192)
Common stock reissued from treasury for share-based compensation awards . . . . . . . . . 94,750 111,780 128,238
Treasury stock purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (179,174) (438,843) (529,179)
Dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (579,763) (548,246) (497,467)
Excess tax benefits from share-based compensation arrangements . . . . . . . . . . . . . . . . 768 2,921 4,404
Net cash used for financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (667,030) (379,643) (698,578)

Effect of exchange rates on cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,714 334 (643)
Net (decrease) increase in cash and cash equivalents. . . . . . . . . . . . . . . . . . . . . . . . . . . . (433,208) 538,777 315,568
Cash and cash equivalents at beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,018,651 479,874 164,306
Cash and cash equivalents at end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 585,443 $1,018,651 $ 479,874

Supplemental disclosures of cash flow information:
Cash paid during the period for:

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 127,411 $ 108,608 $ 98,330
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,141,963 735,772 530,169

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF ACCOUNTING POLICIES

Business and Consolidation

Sysco Corporation, acting through its subsidiaries and divisions, (Sysco or the company), is engaged in the marketing and distribution of a wide

range of food and related products primarily to the foodservice or food-away-from-home industry. These services are performed for approximately

400,000 customers from 180 distribution facilities located throughout the United States, Canada and Ireland.

Sysco’s fiscal year ends on the Saturday nearest to June 30th. This resulted in a 53-week year ending July 3, 2010 for fiscal 2010 and 52-week

years ending June 27, 2009 and June 28, 2008 for fiscal 2009 and 2008, respectively.

The accompanying financial statements include the accounts of Sysco and its consolidated subsidiaries. All significant intercompany

transactions and account balances have been eliminated.

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates

that affect the reported amounts of assets, liabilities, sales and expenses. Actual results could differ from the estimates used.

Cash and Cash Equivalents

For cash flow purposes, cash includes cash equivalents such as time deposits, certificates of deposit, short-term investments and all highly

liquid instruments with original maturities of three months or less, which are recorded at fair value.

Accounts Receivable

Accounts receivable consist primarily of trade receivables from customers and receivables from suppliers for marketing or incentive programs.

Sysco determines the past due status of trade receivables based on contractual terms with each customer. Sysco evaluates the collectability of

accounts receivable and determines the appropriate reserve for doubtful accounts based on a combination of factors. The company utilizes specific

criteria to determine uncollectible receivables to be written off including whether a customer has filed for or been placed in bankruptcy, has had

accounts referred to outside parties for collection or has had accounts past due over specified periods. Allowances are recorded for all other

receivables based on an analysis of historical trends of write-offs and recoveries. In addition, in circumstances where the company is aware of a

specific customer’s inability to meet its financial obligation to Sysco, a specific allowance for doubtful accounts is recorded to reduce the receivable

to the net amount reasonably expected to be collected.

Inventories

Inventories consisting primarily of finished goods include food and related products and lodging products held for resale and are valued at the

lower of cost (first-in, first-out method) or market. Elements of costs include the purchase price of the product and freight charges to deliver the

product to the company’s warehouses and are net of certain cash or non-cash consideration received from vendors (see “Vendor Consideration”).

Plant and Equipment

Capital additions, improvements and major replacements are classified as plant and equipment and are carried at cost. Depreciation is recorded

using the straight-line method, which reduces the book value of each asset in equal amounts over its estimated useful life, and is included within

operating expenses in the consolidated results of operations. Maintenance, repairs and minor replacements are charged to earnings when they are

incurred. Upon the disposition of an asset, its accumulated depreciation is deducted from the original cost, and any gain or loss is reflected in current

earnings.

Certain internal and external costs related to the acquisition and development of internal use software being built within our Business

Transformation Project are capitalized within plant and equipment during the application development stages of the project. This project is primarily

in the development stage as of July 3, 2010 and no material depreciation has occurred.

Applicable interest charges incurred during the construction of new facilities and development of software for internal use are capitalized as one

of the elements of cost and are amortized over the assets’ estimated useful lives. Interest capitalized for the past three fiscal years was $10.0 million

in fiscal 2010, $3.5 million in fiscal 2009 and $6.8 million in fiscal 2008.

Long-Lived Assets

Management reviews long-lived assets, including finite-lived intangibles, for indicators of impairment whenever events or changes in

circumstances indicate that the carrying value may not be recoverable. Cash flows expected to be generated by the related assets are estimated

over the asset’s useful life based on updated projections. If the evaluation indicates that the carrying value of the asset may not be recoverable, the

potential impairment is measured based on a undiscounted projected cash flow model.
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Goodwill and Intangibles

Goodwill and intangibles represent the excess of cost over the fair value of tangible net assets acquired. Goodwill and intangibles with indefinite

lives are not amortized. Intangibles with definite lives are amortized on a straight-line basis over their useful lives, which generally range from three to

ten years.

Goodwill is assigned to the reporting units that are expected to benefit from the synergies of a business combination. The recoverability of

goodwill and indefinite-lived intangibles is assessed annually, or more frequently as needed when events or changes have occurred that would

suggest an impairment of carrying value, by determining whether the fair values of the applicable reporting units exceed their carrying values. The

reporting units used to assess goodwill impairment are the company’s eight operating segments as described in Note 19, “Business Segment

Information.” The components within each of the eight operating segments have similar economic characteristics and therefore are aggregated into

eight reporting units. The evaluation of fair value requires the use of projections, estimates and assumptions as to the future performance of the

operations in performing a discounted cash flow analysis, as well as assumptions regarding sales and earnings multiples that would be applied in

comparable acquisitions.

Derivative Financial Instruments

All derivatives are recognized as assets or liabilities within the consolidated balance sheets at fair value. Gains or losses on derivative financial

instruments designated as fair value hedges are recognized immediately in the consolidated results of operations, along with the offsetting gain or

loss related to the underlying hedged item.

Gains or losses on derivative financial instruments designated as cash flow hedges are recorded as a separate component of shareholders’

equity at their settlement, whereby gains or losses are reclassified to the Consolidated Results of Operations in conjunction with the recognition of

the underlying hedged item.

In the normal course of business, Sysco enters into forward purchase agreements for the procurement of fuel and electricity. Certain of these

agreements meet the definition of a derivative. However, the company elected to use the normal purchase and sale exemption available under

derivatives accounting literature; therefore, these agreements are not recorded at fair value.

Investments in Corporate-Owned Life Insurance

Investments in corporate-owned life insurance (COLI) policies are recorded at their cash surrender values as of each balance sheet date.

Changes in the cash surrender value during the period are recorded as a gain or loss within operating expenses. The company does not record

deferred tax balances related to cash surrender value gains or losses, as Sysco has the intent to hold these policies to maturity. The total amounts

related to the company’s investments in COLI policies included in other assets in the consolidated balance sheets were $203.2 million and

$178.0 million at July 3, 2010 and June 27, 2009, respectively.

Treasury Stock

The company records treasury stock purchases at cost. Shares removed from treasury are valued at cost using the average cost method.

Foreign Currency Translation

The assets and liabilities of all foreign subsidiaries are translated at current exchange rates. Related translation adjustments are recorded as a

component of accumulated other comprehensive income (loss).

Revenue Recognition

The company recognizes revenue from the sale of a product when it is considered to be realized or realizable and earned. The company

determines these requirements to be met at the point at which the product is delivered to the customer.The company grants certain customers sales

incentives such as rebates or discounts and treats these as a reduction of sales at the time the sale is recognized. Sales tax collected from customers

is not included in revenue but rather recorded as a liability due to the respective taxing authorities. Purchases and sales of inventory with the same

counterparty that are entered into in contemplation of one another are considered to be a single nonmonetary transaction. As such, the company

records the net effect of such transactions in the consolidated results of operations within sales.

Vendor Consideration

Sysco recognizes consideration received from vendors when the services performed in connection with the monies received are completed and

when the related product has been sold by Sysco as a reduction to cost of sales.There are several types of cash consideration received from vendors.

In many instances, the vendor consideration is in the form of a specified amount per case or per pound. In these instances, Sysco will recognize the

vendor consideration as a reduction of cost of sales when the product is sold. In the situations in which the vendor consideration is not related

directly to specific product purchases, Sysco will recognize these as a reduction of cost of sales when the earnings process is complete, the related

service is performed and the amounts are realized.
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Shipping and Handling Costs

Shipping and handling costs include costs associated with the selection of products and delivery to customers. Included in operating expenses

are shipping and handling costs of approximately $2,103.3 million in fiscal 2010, $2,136.8 million in fiscal 2009, and $2,155.8 million in fiscal 2008.

Insurance Program

Sysco maintains a self-insurance program covering portions of workers’ compensation, general and vehicle liability costs. The amounts in

excess of the self-insured levels are fully insured by third party insurers. The company also maintains a fully self-insured group medical program.

Liabilities associated with these risks are estimated in part by considering historical claims experience, medical cost trends, demographic factors,

severity factors and other actuarial assumptions.

Share-Based Compensation

Sysco recognizes expense for its share-based compensation based on the fair value of the awards that are granted. The fair value of stock

options is estimated at the date of grant using the Black-Scholes option pricing model. Option pricing methods require the input of highly subjective

assumptions, including the expected stock price volatility. The fair value of restricted stock and restricted stock unit awards are based on the

company’s stock price on the date of grant. Measured compensation cost is recognized ratably over the vesting period of the related share-based

compensation award. Cash flows resulting from tax deductions in excess of the compensation cost recognized for those options (excess tax

benefits) are classified as financing cash flows on the consolidated cash flows statements.

Acquisitions

Acquisitions of businesses are accounted for using the purchase method of accounting, and the financial statements include the results of the

acquired operations from the respective dates of acquisition.

The purchase price of the acquired entities is allocated to the net assets acquired and liabilities assumed based on the estimated fair value at the

dates of acquisition, with any excess of cost over the fair value of net assets acquired, including intangibles, recognized as goodwill. The balances

included in the consolidated balance sheets related to recent acquisitions are based upon preliminary information and are subject to change when

final asset and liability valuations are obtained. Subsequent changes to the preliminary balances are reflected retrospectively, if material. Material

changes to the preliminary allocations are not anticipated by management.

Reclassifications

Prior year amounts within the consolidated balance sheets and consolidated cash flows have been reclassified to conform to the current year

presentation as it relates to the presentation of cash and accounts payable within these statements. The impact of these reclassifications were

immaterial to all periods presented.

2. CHANGES IN ACCOUNTING

Fair Value Measurements

In September 2006, the Financial Accounting Standards Board (FASB) issued FASB Statement No. 157, “Fair Value Measurements”, which was

subsequently codified within Accounting Standards Codification (ASC) 820, “Fair Value Measurements.” This standard established a common

definition for fair value under generally accepted accounting principles, established a framework for measuring fair value and expanded disclosure

requirements about such fair value measurements. As of June 29, 2008, Sysco adopted the provisions of this fair value measurement guidance for

financial assets and liabilities carried at fair value and non-financial assets and liabilities that are recognized or disclosed at fair value on a recurring

basis.

The adoption of the fair value measurement provisions for financial assets and liabilities carried at fair value and non-financial assets and

liabilities that are recognized or disclosed at fair value on a recurring basis did not have a material impact on the company’s financial statements. As

of June 28, 2009, Sysco adopted the provisions of this fair value measurements guidance for non-recurring, non-financial assets and liabilities that

are recognized or disclosed at fair value. Sysco’s only non-recurring, non-financial asset fair value measurements are those used in its annual test of

recoverability of goodwill and indefinite-lived intangibles, in which it determines whether estimated fair values of the applicable reporting units

exceed their carrying values. The fair value measurements guidance was applied beginning in fiscal 2010 to this fair value estimation.

Disclosure About Derivative Instruments and Hedging Activities

In March 2008, the FASB issued FASB Statement No. 161, “Disclosure about Derivative Instruments and Hedging Activities, an amendment of

FASB Statement No. 133,” which was subsequently codified within ASC 815, “Derivatives and Hedging”. Effective for Sysco in the third quarter of

fiscal 2009, this standard requires enhanced disclosures about an entity’s derivative and hedging activities and thereby improves the transparency of

financial reporting. Sysco has provided the required disclosures for this standard in Note 8, “Derivative Financial Instruments.”
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Business Combinations

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations”, which was subsequently codified as ASC 805, “Business

Combinations.” This standard establishes principles and requirements for how an acquirer recognizes and measures in its financial statements the

identifiable assets acquired, the liabilities assumed and any noncontrolling interest in a business combination. This standard also establishes

recognition and measurement principles for the goodwill acquired in a business combination and disclosure requirements to enable financial

statement users to evaluate the nature and financial effects of the business combination. In April 2009, the FASB issued FASB Staff Position

No. FAS 141(R)-1, “Accounting for Assets and Liabilities Assumed in a Business Combination That Arise From Contingencies”. This standard

amended the previously issued business combinations guidance to address application issues raised by preparers, auditors, and members of the

legal profession on initial recognition and measurement, subsequent measurement and accounting, and disclosure of assets and liabilities arising

from contingencies in a business combination. Sysco adopted the provisions of these standards on a prospective basis for business combinations

beginning in fiscal 2010.

Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities

In June 2008, the FASB issued FASB Staff Position No. EITF 03-06-1, “Determining Whether Instruments Granted in Share-Based Payment

Transactions Are Participating Securities”, which was subsequently codified within ASC 260, “Earnings Per Share.” This standard addresses whether

instruments granted in share-based payment transactions are participating securities prior to vesting and, therefore, need to be included in the

earnings allocation in computing earnings per share under the two-class method. This standard was effective for Sysco beginning in fiscal 2010 and

interim periods within that year. All prior-period earnings per share data presented in filings subsequent to adoption must be adjusted retrospectively

to conform to the provisions of this standard. Early application of this standard was not permitted. The adoption of this standard did not have a

material impact on the company’s consolidated financial statements.

Measuring Liabilities at Fair Value

In August 2009, the FASB issued Accounting Standards Update 2009-05, “Measuring Liabilities at Fair Value”.This update provides additional

guidance, including illustrative examples, clarifying the measurement of liabilities at fair value. This update is effective for the first reporting period

beginning after its issuance. The company adopted the provisions of this update in the second quarter of fiscal 2010. The adoption of this update did

not have a material impact on the company’s consolidated financial statements.

Improving Disclosures about Fair Value Measurements

In January 2010, the FASB issued Accounting Standards Update 2010-06, “Improving Disclosures about Fair Value Measurements.” This

update requires some new disclosures and clarifies some existing disclosure requirements about fair value measurements codified within ASC 820,

“Fair Value Measurements and Disclosures.” The majority of the provisions of this update, including those applicable to Sysco, were effective for

interim and annual reporting periods beginning after December 15, 2009. Early application of the provisions of this update was permitted. The

company adopted the applicable provisions of this update in the third quarter of fiscal 2010. The adoption of this update did not have a material

impact on the company’s consolidated financial statement disclosures.

Subsequent Events

In February 2010, the FASB issued Accounting Standard Update 2010-09, “Amendments to Certain Recognition and Disclosure Requirements.”

This update amends ASC 855, “Subsequent Events” to remove the requirement for SEC filers to disclose the date through which subsequent events

have been evaluated. In addition, the update clarifies the reissuance disclosure provision related to subsequent events. The update is effective

immediately for financial statements that are issued or revised.The company adopted the provisions of this update in the third quarter of fiscal 2010.

Because this update affects the disclosure and not the accounting treatment for subsequent events, the adoption of this provision did not have a

material impact on the company’s consolidated financial statements.

Employers’ Disclosures about Postretirement Benefit Plan Assets

In December 2008, the FASB issued FASB Staff Position No. FAS 132(R)-1, “Employers’ Disclosures about Postretirement Benefit Plan Assets”,

which was subsequently codified within ASC 715, “Compensation — Retirement Benefits”. This standard requires additional disclosures about

assets held in an employer’s defined benefit pension or other postretirement plan and became effective for Sysco in fiscal 2010. Sysco has provided

the required disclosures for this standard in Note 12, “Employee Benefit Plans.”
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3. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date (i.e. an exit price). The accounting guidance includes a fair value hierarchy that prioritizes the inputs to

valuation techniques used to measure fair value. The three levels of the fair value hierarchy are as follows:

• Level 1 — Unadjusted quoted prices for identical assets or liabilities in active markets;

• Level 2 — Inputs other than quoted prices in active markets for identical assets and liabilities that are observable either directly or indirectly

for substantially the full term of the asset or liability; and

• Level 3 — Unobservable inputs for the asset or liability, which include management’s own assumption about the assumptions market

participants would use in pricing the asset or liability, including assumptions about risk.

Sysco’s policy is to invest in only high-quality investments. Cash equivalents primarily include time deposits, certificates of deposit, commercial

paper, high-quality money market funds and all highly liquid instruments with original maturities of three months or less. Short-term investments

consist of commercial paper with original maturities of greater than three months but less than one year. These investments are considered

available-for-sale and are recorded at fair value. As of July 3, 2010, the difference between the fair value of the short-term investments and the

original cost was not material. Restricted cash consists of investments in high-quality money market funds.

The following is a description of the valuation methodologies used for assets and liabilities measured at fair value.

• Time deposits, certificates of deposit and commercial paper included in cash equivalents are valued at amortized cost, which approximates

fair value. These are included within cash equivalents as a Level 2 measurement in the tables below.

• Commercial paper included in short-term investments is valued using broker quotes that utilize observable market inputs. These are

included as a Level 2 measurement in the tables below.

• Money market funds are valued at the closing price reported by the fund sponsor from an actively traded exchange. These are included

within cash equivalents and restricted cash as Level 1 measurements in the tables below.

• The interest rate swap agreements, discussed further in Note 8, “Derivative Financial Instruments,” are valued using a swap valuation model

that utilizes an income approach using observable market inputs including interest rates, LIBOR swap rates and credit default swap rates.

These are included as a Level 2 measurement in the tables below.

The following tables present the company’s assets measured at fair value on a recurring basis as of July 3, 2010 and June 27, 2009:

Level 1 Level 2 Level 3 Total
Assets Measured at Fair Value as of July 3, 2010

(In thousands)

Assets:
Cash and cash equivalents

Cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 225,400 $ 199,047 $ — $ 424,447
Short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 23,511 — 23,511
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124,488 — — 124,488
Other assets

Interest rate swap agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 11,045 — 11,045
Total assets at fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 349,888 $ 233,603 $ — $ 583,491

Level 1 Level 2 Level 3 Total
Assets Measured at Fair Value as of June 27, 2009

(In thousands)

Assets:
Cash and cash equivalents

Cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 721,710 $ 117,844 $ — $ 839,554
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,858 — — 93,858
Total assets at fair value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 815,568 $ 117,844 $ — $ 933,412

The carrying values of accounts receivable and accounts payable approximated their respective fair values due to the short-term maturities of

these instruments. The fair value of Sysco’s total debt is estimated based on the quoted market prices for the same or similar issue or on the current

rates offered to the company for debt of the same remaining maturities. The fair value of total debt approximated $2,774.9 million and

$2,548.9 million as of July 3, 2010 and June 27, 2009, respectively. The carrying value of total debt was $2,480.6 million and $2,476.6 million

as of July 3, 2010 and June 27, 2009, respectively.
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4. ALLOWANCE FOR DOUBTFUL ACCOUNTS

A summary of the activity in the allowance for doubtful accounts appears below:

2010 2009 2008
(In thousands)

Balance at beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36,078 $ 31,730 $ 31,841
Charged to costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,931 74,638 32,184
Allowance accounts resulting from acquisitions and other adjustments . . . . . . . . . . . . . . . . (139) 1,587 72
Customer accounts written off, net of recoveries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (34,297) (71,877) (32,367)
Balance at end of period. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36,573 $ 36,078 $ 31,730

5. PLANT AND EQUIPMENT

A summary of plant and equipment, including the related accumulated depreciation, appears below:

July 3, 2010 June 27, 2009
Estimated Useful

Lives
(In thousands)

Plant and equipment, at cost:
Land. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 322,626 $ 307,328
Buildings and improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,982,524 2,818,300 10-30 years
Fleet and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,153,531 2,072,116 3-10 years

Computer hardware and software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 701,305 569,669 3-6 years
6,159,986 5,767,413

Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,956,163) (2,788,213)
Net plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,203,823 $ 2,979,200

The capitalized direct costs related to our Business Transformation Project are included within “computer hardware and software” in the table

above.

Depreciation expense, including capital leases, for the past three years was $361.7 million in 2010, $361.1 million in 2009 and $352.6 million in

2008.

6. GOODWILL AND OTHER INTANGIBLES

The changes in the carrying amount of goodwill and the amount allocated by reportable segment for the years presented are as follows:

Broadline SYGMA Other Total
(In thousands)

Carrying amount as of June 28, 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 764,360 $ 32,609 $ 616,255 1,413,224
Goodwill acquired during year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109,406 — 22,107 131,513
Currency translation/Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (33,954) — 12 (33,942)
Carrying amount as of June 27, 2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 839,812 32,609 638,374 1,510,795
Goodwill acquired during year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,808 — 8,371 25,179
Currency translation/Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,651 — (1,810) 13,841
Carrying amount as of July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 872,271 $ 32,609 $ 644,935 $ 1,549,815

Amortized intangible assets acquired during fiscal 2010 were customer relationships of $5.0 million with a weighted-average amortization

period of eight years. The following table presents details of the company’s amortized intangible assets:

Gross Carrying
Amount

Accumulated
Amortization Net

Gross Carrying
Amount

Accumulated
Amortization Net

July 3, 2010 June 27, 2009

(In thousands)

Amortized intangible assets:
Customer relationships . . . . . . . . . . . . . . . . . . . $ 169,913 $ 77,394 $ 92,519 $ 162,652 $ 56,192 $ 106,460
Non-compete agreements . . . . . . . . . . . . . . . . . 2,320 1,306 1,014 3,733 1,981 1,752
Trademarks. . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,038 136 902 1,547 471 1,076

Total amortized intangible assets . . . . . . . . . . . . . . $ 173,271 $ 78,836 $ 94,435 $ 167,932 $ 58,644 $ 109,288

Intangible assets that have been fully amortized have been removed in the schedule above in the period full amortization is reached. Indefinite-

lived intangible assets consisted of trademarks of $12.0 million and $11.8 million as of July 3, 2010 and June 27, 2009, respectively.

Amortization expense for the past three years was $20.9 million in 2010, $15.7 million in 2009 and $13.9 million in 2008. The estimated future

amortization expense for the next five fiscal years on intangible assets outstanding as of July 3, 2010 is shown below:

Amount
(In thousands)

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20,512
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,811
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,913
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,560
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,024
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7. RESTRICTED CASH

Sysco is required by its insurers to collateralize a part of the self-insured portion of its workers’ compensation and liability claims. Sysco has

chosen to satisfy these collateral requirements by depositing funds in insurance trusts or by issuing letters of credit. All amounts in restricted cash at

July 3, 2010 and June 27, 2009 represented funds deposited in insurance trusts.

8. DERIVATIVE FINANCIAL INSTRUMENTS

Sysco manages its debt portfolio to achieve an overall desired position of fixed and floating rates and may employ interest rate swaps from time

to time to achieve this position. The company does not use derivative financial instruments for trading or speculative purposes.

In September 2009, the company entered into an interest rate swap agreement that effectively converted $200.0 million of fixed rate debt

maturing in fiscal 2014 to floating rate debt. In October 2009, the company entered into an interest rate swap agreement that effectively converted

$250.0 million of fixed rate debt maturing in fiscal 2013 to floating rate debt. Both transactions were entered into with the goal of reducing overall

borrowing cost and increasing floating interest rate exposure.These transactions were designated as fair value hedges since the swaps hedge against

the changes in fair value of fixed rate debt resulting from changes in interest rates.

The location and the fair value of derivative instruments in the consolidated balance sheet as of July 3, 2010 are as follows:

Balance Sheet
Location Fair Value

Balance Sheet
Location Fair Value

Asset Derivatives Liability Derivatives

(In thousands)

Interest rate swap agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Other assets $ 11,045 N/A N/A

The location and effect of derivative instruments and related hedged items on the consolidated results of operations for each fiscal year

presented on a pre-tax basis are as follows:

Location of (Gain)
or Loss Recognized

in Income
2010

(53 Weeks) 2009

Amount of (Gain) or Loss
Recognized in Income

(In thousands)

Fair Value Hedge Relationships:
Interest rate swap agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Interest expense $ (10,557) $ —

Hedge ineffectiveness represents the difference between the changes in the fair value of the derivative instruments and the changes in fair value

of the fixed rate debt attributable to changes in the benchmark interest rate. Hedge ineffectiveness is recorded directly in earnings within interest

expense and was immaterial for fiscal 2010. The interest rate swaps do not contain a credit-risk-related contingent feature.

9. SELF-INSURED LIABILITIES

Sysco maintains a self-insurance program covering portions of workers’ compensation, general and vehicle liability costs. The amounts in

excess of the self-insured levels are fully insured by third party insurers. The company also maintains a fully self-insured group medical program. A

summary of the activity in self-insured liabilities appears below:

2010 2009 2008
(In thousands)

Balance at beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 132,551 $ 117,725 $ 125,844
Charged to costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 341,045 353,252 306,571
Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (344,599) (338,426) (314,690)
Balance at end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 128,997 $ 132,551 $ 117,725

10. DEBT AND OTHER FINANCING ARRANGEMENTS

Sysco’s debt consists of the following:

July 3, 2010 June 27, 2009
(In thousands)

Senior notes, interest at 6.1%, maturing in fiscal 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 200,186 $ 200,279
Senior notes, interest at 4.2%, maturing in fiscal 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 252,801 249,702
Senior notes, interest at 4.6%, maturing in fiscal 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208,249 205,219
Senior notes, interest at 5.25%, maturing in fiscal 2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 497,379 497,028
Senior notes, interest at 5.375%, maturing in fiscal 2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 248,524 248,351
Debentures, interest at 7.16%, maturing in fiscal 2027 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,000 50,000
Debentures, interest at 6.5%, maturing in fiscal 2029 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,570 224,546
Senior notes, interest at 5.375%, maturing in fiscal 2036 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 499,625 499,611
Senior notes, interest at 6.625%, maturing in fiscal 2039 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245,364 245,199
Industrial Revenue Bonds and other debt, interest averaging 5.7% as of July 3, 2010 and 5.9% as of

June 27, 2009, maturing at various dates to fiscal 2026 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,934 56,714
Total debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,480,632 2,476,649
Less current maturities and short-term debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,970) (9,163)
Net long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,472,662 $ 2,467,486
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The principal payments required to be made during the next five fiscal years on debt outstanding as of July 3, 2010 are shown below:

Amount
(In thousands)

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,970
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 205,820
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 256,216
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210,503
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,713

Short-term Borrowings

As of July 3, 2010 and June 27, 2009, Sysco had uncommitted bank lines of credit, which provided for unsecured borrowings for working capital

of up to $88.0 million. There were no borrowings outstanding under these lines of credit as of July 3, 2010 or June 27, 2009, respectively.

As of July 3, 2010, the company’s Irish subsidiary, Pallas Foods Limited, had a ¤10.0 million (Euro) committed facility for unsecured borrowings

for working capital. There were no borrowings outstanding under this facility as of July 3, 2010. As of June 27, 2009, Pallas Foods Limited had

a ¤20.0 million (Euro) committed facility for unsecured borrowings for working capital, which had an expiration date of March 31, 2010. There were

no borrowings outstanding under this facility as of June 27, 2009.

Commercial Paper and Revolving Credit Facility

Sysco has a Board-approved commercial paper program allowing the company to issue short-term unsecured notes in an aggregate amount

not to exceed $1,300.0 million.

Sysco and one of its subsidiaries, Sysco International, Co., have a revolving credit facility supporting the company’s U.S. and Canadian

commercial paper programs. The facility in the amount of $1,000.0 million expires on November 4, 2012, but is subject to extension.

During fiscal 2010, 2009 and 2008, aggregate outstanding commercial paper issuances and short-term bank borrowings ranged from

approximately zero to $1.8 million, zero to $165.0 million, and zero to $1,113.2 million, respectively. There were no commercial paper issuances

outstanding as of July 3, 2010 and June 27, 2009, respectively.

Fixed Rate Debt

In January 2008, the Securities and Exchange Commission (SEC) granted our request to terminate our then existing shelf registration

statement that was filed with the SEC in April 2005 for the issuance of debt securities. In February 2008, we filed an automatically effective well-

known seasoned issuer shelf registration statement for the issuance of up to $1,000.0 million in debt securities with the SEC.

In February 2008, we issued 4.20% senior notes totaling $250.0 million due February 12, 2013 (the 2013 notes) and 5.25% senior notes

totaling $500.0 million due February 12, 2018 (the 2018 notes) under our February 2008 shelf registration. The 2013 and 2018 notes, which were

priced at 99.835% and 99.310% of par, respectively, are unsecured, are not subject to any sinking fund requirement and include a redemption

provision which allows us to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to ensure

that the note holders are not penalized by the early redemption. Proceeds from the notes were utilized to retire commercial paper issuances

outstanding as of February 2008.

In February 2009, Sysco deregistered the securities remaining unsold under its then existing shelf registration statement that was filed with the

SEC in February 2008 for the issuance of debt securities. In February 2009, Sysco filed with the SEC an automatically effective well-known seasoned

issuer shelf registration statement for the issuance of an indeterminate amount of debt securities that may be issued from time to time.

In March 2009, Sysco issued 5.375% senior notes totaling $250.0 million due March 17, 2019 (the 2019 notes) and 6.625% senior notes

totaling $250.0 million due March 17, 2039 (the 2039 notes) under its February 2009 shelf registration. The 2019 and 2039 notes, which were

priced at 99.321% and 98.061% of par, respectively, are unsecured, are not subject to any sinking fund requirement and include a redemption

provision which allows Sysco to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to

ensure that the note holders are not penalized by early redemption. Proceeds from the notes will be utilized over a period of time for general

corporate purposes, which may include acquisitions, refinancing of debt, working capital, share repurchases and capital expenditures.

The 4.60% senior notes due March 15, 2014, the 5.375% senior notes due September 21, 2035 and the 6.5% debentures due August 1, 2028

are unsecured, are not subject to any sinking fund requirement and include a redemption provision that allows Sysco to retire the debentures and

notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to ensure that the debenture and note holders

are not penalized by the early redemption.

The 7.16% debentures due April 15, 2027 are unsecured, are not subject to any sinking fund requirement and are no longer redeemable prior to

maturity.

The 6.10% senior notes due June 1, 2012, issued by Sysco International, Co., a wholly-owned subsidiary of Sysco, are fully and unconditionally

guaranteed by Sysco Corporation, are not subject to any sinking fund requirement, and include a redemption provision which allows Sysco

International, Co. to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount designed to ensure that the

note holders are not penalized by the early redemption.
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Sysco’s Industrial Revenue Bonds have varying structures. Final maturities range from one to 16 years and certain of the bonds provide Sysco the

right to redeem the bonds at various dates.These redemption provisions generally provide the bondholder a premium in the early redemption years,

declining to par value as the bonds approach maturity.

Total Debt

Total debt as of July 3, 2010 was $2,480.6 million of which approximately 81% was at fixed rates with a weighted average of 5.9% and an

average life of 16 years, and the remainder was at floating rates with a weighted average of 2.3%. Certain loan agreements contain typical debt

covenants to protect note holders, including provisions to maintain the company’s long-term debt to total capital ratio below a specified level. Sysco

was in compliance with all debt covenants as of July 3, 2010.

Other

As of July 3, 2010 and June 27, 2009 letters of credit outstanding were $28.4 million and $74.7 million, respectively.

11. LEASES

Sysco has obligations under capital and operating leases for certain distribution facilities, vehicles and computers. Total rental expense under

operating leases was $80.7 million, $83.7 million, and $95.3 million in fiscal 2010, 2009 and 2008, respectively. Contingent rentals, subleases and

assets and obligations under capital leases are not significant.

Aggregate minimum lease payments by fiscal year under existing non-capitalized long-term leases are as follows:

Amount
(In thousands)

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 48,845
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,097
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,315
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,727
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,606
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,056

12. EMPLOYEE BENEFIT PLANS

Sysco has defined benefit and defined contribution retirement plans for its employees. Also, the company contributes to various multi-employer

plans under collective bargaining agreements and provides certain health care benefits to eligible retirees and their dependents.

Sysco maintains a qualified pension plan (Retirement Plan) that pays benefits to employees at retirement, using formulas based on a

participant’s years of service and compensation.

The company’s defined contribution 401(k) plan provides that under certain circumstances the company may make matching contributions of

up to 50% of the first 6% of a participant’s compensation. Sysco’s expense related to this plan was $22.8 million in fiscal 2010, $30.2 million in fiscal

2009, and $36.2 million in fiscal 2008.

Sysco’s contributions to multi-employer pension plans, which include payments for voluntary withdrawals, were $51.5 million, $48.0 million,

and $36.9 million in fiscal 2010, 2009 and 2008, respectively. Payments for voluntary withdrawals included in contributions were approximately

$17.4 million and $15.0 million in fiscal 2010 and fiscal 2009, respectively. See further discussion of Sysco’s participation in multi-employer pension

plans in Note 18, “Commitments and Contingencies.”

In addition to receiving benefits upon retirement under the company’s Retirement Plan, participants in the Management Incentive Plan (see

“Management Incentive Compensation” in Note 15, “Share-Based Compensation”) will receive benefits under a Supplemental Executive Retirement

Plan (SERP). This plan is a nonqualified, unfunded supplementary retirement plan.
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Funded Status

The funded status of Sysco’s company-sponsored defined benefit plans is presented in the table below. The caption “Pension Benefits” in the

tables below includes both the Retirement Plan and the SERP.

July 3, 2010 June 27, 2009 July 3, 2010 June 27, 2009
Pension Benefits Other Postretirement Plans

(In thousands)

Change in benefit obligation:
Benefit obligation at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . $ 1,551,944 $ 1,634,987 $ 7,197 $ 9,155
Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,650 80,899 328 490
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,593 113,715 562 624
Amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 26,752 — 527
Recognized net actuarial loss (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . 523,432 (262,164) 734 (3,813)
Total disbursements. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (49,315) (42,245) (360) 214
Benefit obligation at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,212,304 1,551,944 8,461 7,197
Change in plan assets:
Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . . 1,244,085 1,526,572 — —
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 174,269 (336,018) — —
Employer contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 297,933 95,776 360 (214)
Total disbursements. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (49,315) (42,245) (360) 214
Fair value of plan assets at end of year . . . . . . . . . . . . . . . . . . . . . . . 1,666,972 1,244,085 — —
Funded status at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (545,332) $ (307,859) $ (8,461) $ (7,197)

In order to meet a portion of its obligations under the SERP, Sysco maintains life insurance policies on the lives of the participants with carrying

values of $149.5 million as of July 3, 2010 and $130.2 million as of June 27, 2009. These policies are not included as plan assets or in the funded

status amounts in the tables above and below. Sysco is the sole owner and beneficiary of such policies. The projected benefit obligation for the SERP

of $363.5 million and $334.6 million as of July 3, 2010 and June 27, 2009, respectively, was included in Other long-term liabilities on the balance

sheet.

During fiscal 2009, the company merged participants from an under-funded multi-employer pension plan into its Retirement Plan and assumed

$26.7 million of liabilities as part of its withdrawal agreement from this plan. These liabilities are due to the assumption of prior service costs related

to the participants and their accrued benefits which were previously included in this multi-employer plan. This amount is reflected in the change in

benefit obligation for Pension Benefits as of June 27, 2009 in the table above. See further discussion of this withdrawal under Multi-Employer

Pension Plans in Note 18, “Commitments and Contingencies.”

The amounts recognized on Sysco’s consolidated balance sheets related to its company-sponsored defined benefit plans are as follows:

July 3, 2010 June 27, 2009 July 3, 2010 June 27, 2009
Pension Benefits Other Postretirement Plans

(In thousands)

Prepaid pension cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 26,746 $ — $ —
Current accrued benefit liability (Accrued expenses) . . . . . . . . . . . . . . . . (21,574) (18,786) (333) (358)
Non-current accrued benefit liability (Other long-term liabilities). . . . . . . . . (523,758) (315,819) (8,128) (6,839)
Net amount recognized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (545,332) $ (307,859) $ (8,461) $ (7,197)

Accumulated other comprehensive loss (income) as of July 3, 2010 consists of the following amounts that had not, as of that date, been

recognized in net benefit cost:

Pension Benefits

Other
Postretirement

Plans Total
(In thousands)

Prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,895 $ 648 $ 28,543
Net actuarial losses (gains) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 948,389 (5,343) 943,046
Transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 447 447
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 976,284 $ (4,248) $ 972,036

Accumulated other comprehensive loss (income) as of June 27, 2009 consists of the following amounts that had not, as of that date, been

recognized in net benefit cost:

Pension Benefits

Other
Postretirement

Plans Total
(In thousands)

Prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 32,104 $ 833 $ 32,937
Net actuarial losses (gains) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 534,892 (6,567) 528,325
Transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 601 601
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 566,996 $ (5,133) $ 561,863

The accumulated benefit obligation for the company-sponsored defined benefit pension plans was $2,051.1 million and $1,439.6 million as of

July 3, 2010 and June 27, 2009, respectively.
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Information for plans with accumulated benefit obligation/aggregate benefit obligation in excess of fair value of plan assets is as follows:

July 3, 2010(1) June 27, 2009(1) July 3, 2010 June 27, 2009
Pension Benefits

Other
Postretirement

Plans

(In thousands)

Accumulated benefit obligation/aggregate benefit obligation . . . . . . . . . . . . $ 2,051,115 $ 291,964 $ 8,461 $ 7,197
Fair value of plan assets at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . 1,666,972 — — —

(1) Information under Pension Benefits as of July 3, 2010 includes both the Retirement Plan and the SERP, however information as of June 27, 2009

includes the SERP only as the Retirement Plan’s fair value of plan assets exceeded the accumulated benefit obligation as of that date.

Components of Net Benefit Costs and Other Comprehensive Income

The components of net company-sponsored pension costs for each fiscal year are as follows:

2010
(53 Weeks) 2009 2008

Pension Benefits

(In thousands)

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66,650 $ 80,899 $ 90,570
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,593 113,715 101,218
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (104,860) (127,422) (135,345)
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,209 3,793 5,985
Amortization of net actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,526 17,729 3,409
Net pension costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 126,118 $ 88,714 $ 65,837

The components of other postretirement benefit costs for each fiscal year are as follows:

2010
(53 Weeks) 2009 2008

Other Postretirement Plans

(In thousands)

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 328 $ 490 $ 484
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 562 624 570
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 185 130 143
Amortization of net actuarial gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (490) (158) (156)
Amortization of transition obligation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153 153 153
Net other postretirement benefit costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 738 $ 1,239 $ 1,194

Net company-sponsored pension costs increased $37.4 million in fiscal 2010 due primarily to lower returns on assets of the Retirement Plan

during fiscal 2009, partially offset by an increase in the discount rates used to calculate our projected benefit obligation and related pension expense

for fiscal 2010. Net company-sponsored pension costs in fiscal 2011 are expected to increase by approximately $60.3 million over fiscal 2010 due

primarily to a decrease in discount rates used to calculate our projected benefit obligation and related pension expense, partially offset by reduced

amortization of expense from actuarial gains from higher returns on assets of Sysco’s Retirement Plan during fiscal 2010.

Other changes in plan assets and benefit obligations recognized in other comprehensive loss related to company-sponsored pension plans for

each fiscal year are as follows:

2010
(53 Weeks) 2009 2008

Pension Benefits

(In thousands)

Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,209 $ 3,793 $ 5,985
Amortization of net actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,526 17,729 3,409
Pension liability assumption (prior service cost) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (26,704) —
Prior service (cost) credit arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (48) 30,048
Net actuarial loss arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (454,023) (201,417) (232,044)
Net pension costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (409,288) $ (206,647) $ (192,602)

Other changes in benefit obligations recognized in other comprehensive (loss) income related to other postretirement plans for each fiscal year

are as follows:

2010
(53 Weeks) 2009 2008

Other Postretirement Plans

(In thousands)

Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 185 $ 130 $ 143
Amortization of net actuarial gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (490) (158) (156)
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153 153 153
Prior service cost arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (527) —
Net actuarial (loss) gain arising in current year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (733) 3,813 208
Net pension costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (885) $ 3,411 $ 348
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Amounts included in accumulated other comprehensive loss (income) as of July 3, 2010 that are expected to be recognized as components of

net company-sponsored benefit cost during fiscal 2011 are:

Pension Benefits

Other
Postretirement

Plans Total
(In thousands)

Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,960 $ 185 $ 4,145
Amortization of net actuarial losses (gains) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79,952 (388) 79,564
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 153 153
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83,912 $ (50) $ 83,862

Employer Contributions

The company made cash contributions to its company-sponsored pension plans of $297.9 million and $95.8 million in fiscal years 2010 and

2009, respectively. The contributions in fiscal 2010 of $280.0 million to the Retirement Plan included the minimum required contribution for the

calendar 2009 plan year to meet ERISA minimum funding requirements, as well as $140.0 million of contributions that would normally have been

made in fiscal 2011.The contributions in fiscal 2009 of $80.0 million to the Retirement Plan were voluntary contributions. Additional contributions to

the Retirement Plan are not currently anticipated in fiscal 2011.The company’s contributions to the SERP and other post-retirement plans are made in

the amounts needed to fund current year benefit payments.The estimated fiscal 2011 contributions to fund benefit payments for the SERP and other

postretirement plans are $22.2 million and $0.3 million, respectively.

Estimated Future Benefit Payments

Estimated future benefit payments for vested participants, based on actuarial assumptions, are as follows:

Pension Benefits

Other
Postretirement

Plans
(In thousands)

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 58,164 $ 344
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,305 438
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,825 539
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,422 628
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,573 741
Subsequent five years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 634,222 4,649

Assumptions

Weighted-average assumptions used to determine benefit obligations as of year-end were:

July 3, 2010 June 27, 2009

Discount rate — Retirement Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.15% 8.02%
Discount rate — SERP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.35 7.14
Discount rate — Other Postretirement Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.32 8.02
Rate of compensation increase — Retirement Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30 5.21

For determining the benefit obligations as of July 3, 2010, the SERP calculations utilized an age-graded salary growth assumption. For

determining the benefit obligations as of June 27, 2009, the SERP calculations used an age-graded salary growth assumption with reductions taken

for determining fiscal 2010 pay due to base salary freezes in effect for fiscal 2010.

Weighted-average assumptions used to determine net company-sponsored pension costs and other postretirement benefit costs for each

fiscal year were:

2010 2009 2008

Discount rate — Retirement Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.02% 6.94% 6.78%
Discount rate — SERP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.14 7.03 6.64
Discount rate — Other Postretirement Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.02 6.94 6.78
Expected rate of return — Retirement Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.00 8.00 8.50
Rate of compensation increase — Retirement Plan. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.21 6.17 6.17

For determining the net pension costs related to the SERP for fiscal 2010, the SERP calculations utilized an age-graded salary growth

assumption with reductions taken for determining fiscal 2010 pay due to base salary freezes in effect for fiscal 2010. The calculation for fiscal 2009

assumed various levels of base salary increase and decrease for determining pay for fiscal 2009 depending upon the participant’s position with the

company and a 7% salary growth assumption for all participants for fiscal 2010 and thereafter.The calculation for fiscal 2008 assumed annual salary

increases of 7%.

A healthcare cost trend rate is not used in the calculations of postretirement benefit obligations because Sysco subsidizes the cost of

postretirement medical coverage by a fixed dollar amount, with the retiree responsible for the cost of coverage in excess of the subsidy, including all

future cost increases.

53



For guidance in determining the discount rate, Sysco calculates the implied rate of return on a hypothetical portfolio of high-quality fixed-

income investments for which the timing and amount of cash outflows approximates the estimated payouts of the company-sponsored pension

plans.The discount rate assumption is reviewed annually and revised as deemed appropriate.The discount rate to be used for the calculation of fiscal

2011 net company-sponsored benefit costs for the Retirement Plan is 6.15%. The discount rate to be used for the calculation of fiscal 2011 net

company-sponsored benefit costs for the SERP is 6.35%. The discount rate to be used for the calculation of fiscal 2011 net company-sponsored

benefit costs for the Other Postretirement Plans is 6.32%.

The expected long-term rate of return on plan assets is derived from a mathematical asset model that incorporates assumptions as to the

various asset class returns, reflecting a combination of rigorous historical performance analysis and the forward-looking views of the financial

markets regarding the yield on bonds, the historical returns of the major stock markets and returns on alternative investments. The rate of return

assumption is reviewed annually and revised as deemed appropriate. In fiscal 2009, the expected long-term rate of return on plan assets assumption

was changed to a net return on assets assumption, which contributed to the 0.50% decrease in the assumption to 8.00% in fiscal 2009. Prior to

fiscal 2009, this assumption represented gross return on assets, and plan expenses were reflected within service cost. Due to this change, beginning

in fiscal 2009, actual expenses are no longer reflected in the change in benefit obligation and change in plan assets sections of funded status table

above.The expected long-term rate of return to be used in the calculation of fiscal 2011 net company-sponsored benefit costs for the Retirement Plan

is 8.00%.

Plan Assets

Investment Strategy

The company’s overall strategic investment objectives for the Retirement Plan are to preserve capital for future benefit payments and to balance

risk and return. In order to accomplish these objectives, the company oversees the Retirement Plan’s investment objectives and policy design,

decides proper plan asset class strategies and structures, monitors the performance of plan investment managers and investment funds and

determines the proper investment allocation of pension plan contributions and withdrawals.The company has created a set of investment guidelines

for the Retirement Plan’s investment managers.These guidelines are tailored to the investment strategy of each manager and state limits of holdings

in any single issuer, industry or country and also the minimum number of holdings for each portfolio. These guidelines also specify prohibited

transactions, including borrowing of money except for real estate portfolios or opportunistic funds, the purchase of securities on margin unless fully

collateralized by cash or cash equivalents or short sales, pledging or mortgaging of any securities except for loans of securities that are fully

collateralized, market timing transactions and the purchase of the securities of Sysco or the investment manager.The purchase or sale of derivatives

for speculation or leverage is also prohibited; however, investment managers are allowed to use derivative securities so long as they do not increase

the risk profile or leverage of the manager’s portfolio.

The company’s target and actual investment allocation as of July 3, 2010 is as follows:

Target Asset
Allocation Range

Actual Asset
Allocation

U.S. equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23-31% 37%
International equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23-31 18
Fixed income long duration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23-31 37
Fixed income high yield. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6-12 7
Alternative investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-13 1

100%

Sysco’s investment strategy is implemented through a combination of balanced and specialist investment managers, passive investment funds

and actively-managed investment funds. U.S. equity consists of both large-cap and small-to-mid-cap securities. Fixed income long duration

investments include U.S. government and agency securities, corporate bonds from diversified industries, asset-backed securities, mortgage-backed

securities, other debt securities and derivative securities. Fixed income high yield consists of below investment grade corporate debt securities and

may include derivative securities. Alternative investments may include private equity, private real estate, timberland, and commodities investments.

Investment funds are selected based on each fund’s stated investment strategy to align with Sysco’s overall target mix of investments. Actual asset

allocation is regularly reviewed and periodically rebalanced to the target allocation when considered appropriate. As of July 3, 2010, actual asset

allocation varied significantly from the stated target in certain categories, as the company had recently completed an asset allocation study and

rebalancing of the portfolio to the revised target allocation range was not yet complete as of July 3, 2010.

As discussed above, the Retirement Plan’s investments in equity, fixed income and real estate provide a range of returns and also expose the

plan to investment risk. However, the investment policies put in place by the company require diversification of plan assets across issuers, industries

and countries. As such, the Retirement Plan does not have significant concentrations of risk in plan assets.

Fair Value of Plan Assets

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date (i.e. an exit price). See Note 3, “Fair Value Measurements,” for a description of the fair value hierarchy that

prioritizes the inputs to valuation techniques used to measure fair value.The following is a description of the valuation methodologies used for assets

and liabilities measured at fair value.
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Cash and cash equivalents: Valued at amortized cost, which approximates fair value. Cash and cash equivalents is included as a Level 2

measurement in the table below.

Equity securities: Valued at the closing price reported on the exchange market. If a stock is not listed on a public exchange, such as an American

Depository Receipt or some preferred stocks, the stock is valued using an evaluated bid price based on a compilation of observable market

information. Inputs used include yields, the underlying security “best price”, adjustments for corporate actions and exchange prices of underlying and

common stock of the same issuer. Equity securities valued at the closing price reported on the exchange market are classified as a Level 1

measurement in the table below; all other equity securities are included as a Level 2 measurement.

Fixed income securities: Valued using evaluated bid prices based on a compilation of observable market information or a broker quote in a non-

active market. Inputs used vary by type of security, but include spreads, yields, rate benchmarks, rate of prepayment, cash flows, rating changes and

collateral performance and type. All fixed income securities are included as a Level 2 measurement in the table below.

Investment funds: Valued at the net asset value (NAV) provided by the manager of each fund. The NAV is calculated as the underlying net

assets owned by the fund, divided by the number of shares outstanding. The NAV is based on the fair value of the underlying securities within the

fund. The real estate fund is valued at the NAV of shares held by the Retirement Plan, which is based on the valuations of the underlying real estate

investments held by the fund. Each real estate investment is valued on the basis of a discounted cash flow approach. Inputs used include future rental

receipts, expenses and residual values from a market participant view of the highest and best use of the real estate as rental property. All investment

funds, with the exception of the real estate fund, are included as a Level 2 measurement in the table below.The real estate fund is included as a Level 3

measurement.

Derivatives: Valuation method varies by type of derivative security.

• Credit default and interest rate swaps: Valued using evaluated bid prices based on a compilation of observable market information. Inputs

used for credit default swaps include spread curves and trade data about the credit quality of the counterparty. Inputs used for interest rate

swaps include benchmark yields, swap curves, cash flow analysis, and interdealer broker rates. Credit default and interest rate swaps are

included as a Level 2 measurement in the table below.

• Foreign currency contracts: Valued using a standardized interpolation model that utilizes the quoted prices for standard-length forward

foreign currency contracts and adjusts to the remaining term outstanding on the contract being valued. Foreign currency contracts are

included as a Level 2 measurement in the table below.

• Futures and option contracts: Valued at the closing price reported on the exchange market for exchange-traded futures and options.

Over-the-counter options are valued using pricing models that are based on observable market information. Exchange-traded futures and

options are included as a Level 1 measurement in the table below; over-the-counter options are included as a Level 2 measurement.

The following table presents the fair value of the Retirement Plan’s assets by major asset category as of July 3, 2010:

Level 1 Level 2 Level 3 Total
Assets Measured at Fair Value as of July 3, 2010

(In thousands)

Cash and cash equivalents(1) . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ 71,327 $ — $ 71,327
U.S. equity:

U.S. large-cap(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259,621 161,228 — 420,849
U.S. small-to-mid-cap . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 172,930 — — 172,930
International equity(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 285,184 — 285,184

Fixed income long duration:
U.S. government and agency securities . . . . . . . . . . . . . . . . — 178,097 — 178,097
Corporate bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 225,412 — 225,412
Asset-backed securities . . . . . . . . . . . . . . . . . . . . . . . . . . . — 12,108 — 12,108
Mortgage-backed securities, net(3) . . . . . . . . . . . . . . . . . . . . — 124,312 — 124,312
Other(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 48,452 — 48,452
Derivatives, net(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 600 991 — 1,591

Fixed income high yield(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 120,984 — 120,984
Alternative investments:

Real estate(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 17,065 17,065
Total investments at fair value. . . . . . . . . . . . . . . . . . . . . . . . . $ 433,151 $ 1,228,095 $ 17,065 $ 1,678,311
Other(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11,339)
Fair value of plan assets at end of year . . . . . . . . . . . . . . . . . . $ 1,666,972

(1) Include direct investments and investment funds.
(2) Include investments in investment funds only.
(3) Include direct investments, investment funds and forward settling sales.
(4) Include credit default swaps, interest rate swaps, foreign currency contracts, futures and options. The fair value of asset positions totaled

$13.5 million; the fair value of liability positions totaled $11.9 million.
(5) Include primarily plan receivables and payables, net.
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The following table sets forth a summary of changes in the fair value of the Retirement Plan’s Level 3 assets for the fiscal year ended July 3, 2010:

Real Estate Fund
(In thousands)

Balance, June 27, 2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,839
Actual return on plan assets:

Relating to assets still held at the reporting date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,545)
Relating to assets sold during the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15)

Purchases and sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,786
Transfers in and/or out of Level 3. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Balance, July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 17,065

The percentage of the fair value of plan assets by asset category as of June 27, 2009 is as follows:

June 27, 2009

Equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60.6%
Debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.1
Real estate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0%

13. SHAREHOLDERS’ EQUITY

Basic earnings per share has been computed by dividing net earnings by the weighted average number of shares of common stock outstanding

for each respective year. Diluted earnings per share has been computed by dividing net earnings by the weighted average number of shares of

common stock outstanding during those respective years adjusted for the dilutive effect of stock options outstanding using the treasury stock

method.

A reconciliation of the numerators and the denominators of the basic and diluted earnings per share computations for the periods presented

follows:

2010
(53 Weeks) 2009 2008

(In thousands, except for share and per share data)

Numerator:
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,179,983 $ 1,055,948 $ 1,106,151

Denominator:
Weighted-average basic shares outstanding. . . . . . . . . . . . . . . . . . . . . 592,157,221 595,127,577 605,905,545
Dilutive effect of share-based awards . . . . . . . . . . . . . . . . . . . . . . . . . 1,432,821 941,627 5,065,238
Weighted-average diluted shares outstanding . . . . . . . . . . . . . . . . . . . 593,590,042 596,069,204 610,970,783

Basic earnings per share: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.99 $ 1.77 $ 1.83

Diluted earnings per share: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1.99 $ 1.77 $ 1.81

The number of options that were not included in the diluted earnings per share calculation because the effect would have been anti-dilutive was

approximately 58,200,000, 63,000,000 and 33,400,000 for fiscal 2010, 2009 and 2008, respectively.

Dividends declared were $585.7 million, $557.5 million and $513.6 million in fiscal 2010, 2009 and 2008, respectively. Included in dividends

declared for each year were dividends declared but not yet paid at year-end of approximately $148.0 million, $142.0 million and $132.0 million in

fiscal 2010, 2009 and 2008, respectively.

14. COMPREHENSIVE INCOME

Comprehensive income is net earnings plus certain other items that are recorded directly to shareholders’ equity, such as foreign currency

translation adjustments, amounts related to cash flow hedging arrangements and certain amounts related to pension and other postretirement

plans.The amortization of the cash flow hedge noted in the tables below relates to a cash flow hedge of a forecasted debt issuance which was settled

in September 2005 and is being amortized over the life of the related debt. Comprehensive income was $977.7 million, $846.7 million and

$1,018.7 million in fiscal 2010, 2009 and 2008, respectively.

A summary of the components of other comprehensive (loss) income and the related tax effects for each of the years presented is as follows:

Before Tax
Amount Tax

Net of Tax
Amount

2010
(53 Weeks)

(In thousands)

Foreign currency translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49,973 $ — $ 49,973
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 695 267 428
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,394 1,687 2,707
Amortization of net actuarial loss (gain), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,037 15,373 24,664
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153 60 93
Net actuarial (loss) gain, net arising in current year . . . . . . . . . . . . . . . . . . . . . . . (454,756) (174,626) (280,130)
Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (359,504) $ (157,239) $ (202,265)
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Before Tax
Amount Tax

Net of Tax
Amount

2009

(In thousands)

Foreign currency translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (84,452) $ — $ (84,452)
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 694 266 428
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,923 1,505 2,418
Amortization of net actuarial loss (gain), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,571 6,747 10,824
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153 60 93
Pension liability assumption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26,704) (10,254) (16,450)
Prior service cost arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (575) (221) (354)
Net actuarial (loss) gain, net arising in current year . . . . . . . . . . . . . . . . . . . . . . . . (197,604) (75,879) (121,725)
Other comprehensive loss. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (286,994) $ (77,776) $ (209,218)

Before Tax
Amount Tax

Net of Tax
Amount

2008

(In thousands)

Foreign currency translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,514 $ — $ 30,514
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 693 266 427
Amortization of prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,128 2,351 3,777
Amortization of net actuarial loss (gain), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,253 1,250 2,003
Amortization of transition obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153 60 93
Prior service credit arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,048 11,538 18,510
Net actuarial (loss) gain, net arising in current year . . . . . . . . . . . . . . . . . . . . . . . . . (231,836) (89,025) (142,811)
Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (161,047) $ (73,560) $ (87,487)

The following table provides a summary of the changes in accumulated other comprehensive (loss) income for the years presented:

Pension and Other
Postretirement
Benefit Plans,

net of tax
Foreign Currency

Translation
Interest Rate Swap,

net of tax Total
(In thousands)

Balance as of June 30, 2007. . . . . . . . . . . . . . . . . . . . . . $ (125,265) $ 133,500 $ (12,296) $ (4,061)
Adoption of pension measurement date provision . . . . . . . 22,780 — — 22,780
Foreign currency translation adjustment . . . . . . . . . . . . . . — 30,514 — 30,514
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . — — 427 427
Amortization of prior service cost . . . . . . . . . . . . . . . . . . 3,777 — — 3,777
Amortization of net actuarial loss (gain), net . . . . . . . . . . . 2,003 — — 2,003
Amortization of transition obligation . . . . . . . . . . . . . . . . . 93 — — 93
Prior service credit arising in current year . . . . . . . . . . . . . 18,510 — — 18,510
Net actuarial (loss) gain, net arising in current year . . . . . . (142,811) — — (142,811)
Balance as of June 28, 2008. . . . . . . . . . . . . . . . . . . . . . (220,913) 164,014 (11,869) (68,768)
Foreign currency translation adjustment . . . . . . . . . . . . . . — (84,452) — (84,452)
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . — — 428 428
Amortization of prior service cost . . . . . . . . . . . . . . . . . . 2,418 — — 2,418
Amortization of net actuarial loss (gain), net . . . . . . . . . . . 10,824 — — 10,824
Amortization of transition obligation . . . . . . . . . . . . . . . . . 93 — — 93
Pension liability assumption . . . . . . . . . . . . . . . . . . . . . . (16,450) — — (16,450)
Prior service cost arising in current year . . . . . . . . . . . . . . (354) — — (354)
Net actuarial (loss) gain, net arising in current year . . . . . . (121,725) — — (121,725)
Balance as of June 27, 2009. . . . . . . . . . . . . . . . . . . . . . (346,107) 79,562 (11,441) (277,986)
Foreign currency translation adjustment . . . . . . . . . . . . . . — 49,973 — 49,973
Amortization of cash flow hedge . . . . . . . . . . . . . . . . . . . — — 428 428
Amortization of prior service cost . . . . . . . . . . . . . . . . . . 2,707 — — 2,707
Amortization of net actuarial loss (gain), net . . . . . . . . . . . 24,664 — — 24,664
Amortization of transition obligation . . . . . . . . . . . . . . . . . 93 — — 93
Net actuarial (loss) gain, net arising in current year . . . . . . (280,130) — — (280,130)
Balance as of July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . $ (598,773) $ 129,535 $ (11,013) $ (480,251)

15. SHARE-BASED COMPENSATION

Sysco provides compensation benefits to employees and non-employee directors under several share-based payment arrangements including

various employee stock option plans, the Employees’ Stock Purchase Plan, the Management Incentive Plan and various non-employee director plans.

Stock Incentive Plans

Sysco’s 2007 Stock Incentive Plan was amended in November 2009 to increase the total number of shares authorized for issuance under the

plan from 30,000,000 to 55,000,000 shares. The number of shares available for issuance as options or stock appreciation rights was increased

from 25,000,000 to 55,000,000 shares. The number of shares available for issuance as restricted stock, restricted stock units or other types of

stock-based awards was increased from 5,000,000 to 10,000,000 shares. The amendment also removed the provision that allowed for issuance of

restricted stock, restricted stock units and other types of stock-based awards in excess of the 5,000,000 share limitation if the aggregate number of

shares available for issuance under the plan was reduced by four shares for each share issued in excess of the limitation. To date, Sysco has issued
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options, restricted stock and restricted stock units under this plan. Vesting requirements for awards under this plan will vary by individual grant and

may include either time-based vesting or time-based vesting subject to acceleration based on performance criteria for fiscal periods of at least one

year. The contractual life of all options granted under this plan will be no greater than seven years. As of July 3, 2010, there were 32,193,732

remaining shares authorized and available for grant in total under the amended 2007 Stock Incentive Plan, of which the full 32,193,732 shares may be

issued as options or stock appreciation rights, or as a combination of up to 9,316,989 shares that may be issued as restricted stock, restricted stock

units or other types of stock-based awards with the remainder available for issuance as options or stock appreciation rights.

Sysco has also granted employee options under several previous employee stock option plans for which previously granted options remain

outstanding as of July 3, 2010. No new options will be issued under any of the prior plans, as future grants to employees will be made through the

amended 2007 Stock Incentive Plan or subsequently adopted plans. Vesting requirements for awards under these plans vary by individual grant and

include either time-based vesting or time-based vesting subject to acceleration based on performance criteria. The contractual life of all options

granted under these plans through July 3, 2004 is 10 years; options granted after July 3, 2004 have a contractual life of seven years.

In November 2009, Sysco’s 2009 Non-Employee Directors Stock Plan was adopted and provides for the issuance of up to 750,000 shares of

Sysco common stock for share-based awards to non-employee directors. The authorized shares may be granted as restricted stock, restricted stock

units, elected shares or additional shares. In addition, options and unvested common shares also remained outstanding as of July 3, 2010 under

previous non-employee director stock plans. No further grants will be made under these previous plans, as all future grants to non-employee

directors will be made through the 2009 Non-Employee Directors Stock Plan or subsequently adopted plans.Vesting requirements for awards under

these plans vary by individual grant and include either time-based vesting or vesting based on performance criteria. The contractual life of all options

granted under these plans through July 3, 2004 is 10 years; options granted after July 3, 2004 have a contractual life of seven years. As of July 3,

2010, there were 741,873 remaining shares authorized and available for grant in total under the 2009 Non-Employee Directors Stock Plan.

Stock Options

Certain of Sysco’s option awards are subject to graded vesting over a service period. In those cases, Sysco recognizes compensation cost on a

straight-line basis over the requisite service period for the entire award. In other cases, certain of Sysco’s option awards provide for graded vesting

over a service period but include a performance-based provision allowing for accelerated vesting. In these cases, if it is probable that the performance

condition will be met, Sysco recognizes compensation cost on a straight-line basis over the shorter performance period; otherwise, it will recognize

compensation cost over the longer service period.

In addition, certain of Sysco’s options provide that the options continue to vest as if the optionee continued to be an employee or director if the

optionee meets certain age and years of service thresholds upon retirement. In these cases, for awards granted through July 2, 2005, Sysco will

recognize the compensation cost for such awards over the service period and accelerate any remaining unrecognized compensation cost when the

employee retires. Due to the adoption of the fair value recognition provisions of the stock compensation accounting guidance, for awards granted

subsequent to July 2, 2005, Sysco will recognize compensation cost for such awards over the period from the grant date to the date the employee or

director first becomes eligible to retire with the options continuing to vest after retirement. If Sysco had recognized compensation cost for such

awards over the period from the grant date to the date the employee or the director first became eligible to retire with the options continuing to vest

after retirement for all periods presented, recognized compensation cost would not have been materially different for fiscal 2010. Recognized

compensation cost would have been $3.5 million and $8.3 million lower for fiscal 2009 and 2008, respectively.

The fair value of each option award is estimated as of the date of grant using a Black-Scholes option pricing model. The weighted average

assumptions for the periods indicated are noted in the following table. Expected volatility is based on historical volatility of Sysco’s stock, implied

volatilities from traded options on Sysco’s stock and other factors. Sysco utilizes historical data to estimate option exercise and employee

termination behavior within the valuation model; separate groups of employees that have similar historical exercise behavior are considered

separately for valuation purposes. Expected dividend yield is estimated based on the historical pattern of dividends and the average stock price for

the year preceding the option grant.The risk-free rate for the expected term of the option is based on the U.S.Treasury yield curve in effect at the time

of grant.

The following weighted-average assumptions were used for each fiscal year presented:

2010 2009 2008

Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.6% 3.2% 2.6%
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.4% 34.7% 23.0%
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.3% 2.3% 3.8%
Expected life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.9 years 4.5 years 4.5 years
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The following summary presents information regarding outstanding options as of July 3, 2010 and changes during the fiscal year then ended

with regard to options under all stock incentive plans:

Shares
Under
Option

Weighted
Average Exercise
Price Per Share

Weighted Average
Remaining

Contractual Term
(in years)

Aggregate
Intrinsic Value

(In thousands)

Outstanding as of June 27, 2009 . . . . . . . . . . . . . . . . . . . . . . . . 68,431,512 $ 29.72
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,494,200 27.41
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,715,794) 22.09
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (945,511) 30.91
Expired. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (429,010) 29.38
Outstanding as of July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . 72,835,397 $ 29.72 3.06 $ 47,345

Vested or expected to vest as of July 3, 2010 . . . . . . . . . . . . . . . 72,098,920 $ 29.74 3.04 $ 46,304

Exercisable as of July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . 51,267,445 $ 30.26 2.17 $ 19,508

The total number of employee options granted was 8,494,200, 8,089,750 and 6,438,968 in fiscal years 2010, 2009 and 2008, respectively.

During fiscal 2010, 1,451,500 options were granted to 12 executive officers and 7,042,700 options were granted to approximately 1,600 other key

employees. During fiscal 2009, 1,395,000 options were granted to 12 executive officers and 6,694,750 options were granted to approximately 1,700

other key employees. During fiscal 2008, 699,000 options were granted to 12 executive officers and 5,739,968 options were granted to

approximately 1,500 other key employees.

The weighted average grant-date fair value of options granted in fiscal 2010, 2009 and 2008 was $4.53, $5.88 and $6.50, respectively. The

total intrinsic value of options exercised during fiscal 2010, 2009 and 2008 was $16.3 million, $24.4 million and $33.6 million, respectively.

Restricted Stock Units

In fiscal 2010, 652,300 restricted stock units were granted to employees that will vest ratably over a three-year period. The majority of these

restricted stock units were granted with dividend equivalents. The fair value of each restricted stock unit award granted with a dividend equivalent is

based on the company’s stock price as of the date of grant. For restricted stock unit awards granted without dividend equivalents, the fair value was

reduced by the present value of expected dividends during the vesting period.The weighted average grant-date fair value per share of restricted stock

units granted during the fiscal 2010 was $27.24.

Restricted Stock

In fiscal 2009, 75,822 shares of restricted stock were granted to an executive officer. The fair value of these shares was $23.74 per share, which

was based on the stock price on the grant date.These shares will vest ratably over a three-year period. In fiscal 2010, this executive officer announced

his retirement, and 37,911 of the shares were forfeited according to the terms of the agreement. The remaining shares have vested or will vest

according to the terms of the agreement as amended in connection with the executive officer’s retirement.

Non-Employee Director Stock Grants

The 2009 Non-Employee Directors Stock Plan, as well as previous plans, provides for the issuance of restricted stock to current non-employee

directors. During fiscal 2010, 2009 and 2008, 58,310, 65,631 and 52,430 shares, respectively, of restricted stock were granted to non-employee

directors. These shares will vest ratably over a three-year period.The weighted average grant-date fair value of the shares granted during fiscal 2010,

2009 and 2008 was $27.44, $24.99 and $33.09, respectively.

Under the 2009 Non-Employee Directors Stock Plan, non-employee directors may elect to receive up to 100% of their annual directors’ fees in

Sysco common stock on either an annual or deferred basis. Previous plans allowed for the election to receive up to 50% of annual directors’ fees in

Sysco common stock. Sysco provides a matching grant of 50% of the number of shares received for the stock election subject to certain limitations.

As a result of such elections, a total of 23,111, 21,966 and 13,051 shares with a weighted-average grant date fair value of $24.42, $27.49 and $33.33

per share were issued in fiscal 2010, 2009 and 2008, respectively.
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Summary of Nonvested Awards

The following summary presents information regarding outstanding nonvested awards as of July 3, 2010 and changes during the fiscal year

then ended with regard to these awards under all stock incentive plans. Award types represented include: restricted stock units granted to

employees, restricted stock granted to employees and restricted stock granted to non-employee directors.

Shares

Weighted
Average Grant
Date Fair Value

Per Share

Nonvested as of June 27, 2009. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193,078 $ 26.67
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 710,610 27.26
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78,620) 27.79
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (46,445) 24.27
Nonvested as of July 3, 2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 778,623 $ 27.23

Employees’ Stock Purchase Plan

Sysco has an Employees’ Stock Purchase Plan that permits employees to invest in Sysco common stock by means of periodic payroll deductions

at 85% of the closing price on the last business day of each calendar quarter.The total number of shares which may be sold pursuant to the plan may

not exceed 74,000,000 shares, of which 3,557,596 remained available as of July 3, 2010.

During fiscal 2010, 1,827,386 shares of Sysco common stock were purchased by the participants as compared to 2,031,695 shares purchased in

fiscal 2009 and 1,769,421 shares purchased in fiscal 2008. In July 2010, 411,629 shares were purchased by participants.

The weighted average fair value of employee stock purchase rights issued pursuant to the Employees’ Stock Purchase Plan was $3.87, $3.85

and $4.81 per share during fiscal 2010, 2009 and 2008, respectively. The fair value of the stock purchase rights was calculated as the difference

between the stock price at date of issuance and the employee purchase price.

Management Incentive Compensation

Sysco’s Management Incentive Plan compensates key management personnel for specific performance achievements.With respect to bonuses

for fiscal 2008 and earlier years, the bonuses earned and expensed under this plan were paid in the following fiscal year in both cash and stock or

deferred for payment in future years at the election of each participant. The stock awards under this plan immediately vested upon issuance;

however, participants are restricted from selling, transferring, giving or otherwise conveying the shares for a period of two years from the date of

issuance of such shares.The fair value of the stock issued under the Management Incentive Plan was based on the stock price less a 12% discount for

post-vesting restrictions. The discount for post-vesting restrictions is estimated based on restricted stock studies and by calculating the cost of a

hypothetical protective put option over the restriction period. In May 2008, the Management Incentive Plan was amended to remove the stock

component of the bonus structure from all future bonuses granted. Therefore, fiscal 2008 was the last year for the bonus to include a stock

component.

A total of 672,087 shares at a fair value of $28.22 and 588,143 shares at a fair value of $32.99, were issued pursuant to this plan in fiscal 2009

and 2008, respectively, for bonuses earned in the preceding fiscal years.

All Share-Based Payment Arrangements

The total share-based compensation cost that has been recognized in results of operations was $66.4 million, $56.0 million and $80.7 million

for fiscal 2010, 2009 and 2008, respectively, and is included within operating expenses in the consolidated results of operations. The total income

tax benefit recognized in results of operations for share-based compensation arrangements was $13.9 million, $9.9 million and $15.7 million for fiscal

2010, 2009 and 2008, respectively.

As of July 3, 2010, there was $66.2 million of total unrecognized compensation cost related to share-based compensation arrangements. That

cost is expected to be recognized over a weighted-average period of 2.76 years.

Cash received from option exercises and purchases of shares under the Employees’ Stock Purchase Plan was $94.8 million, $111.8 million and

$128.2 million during fiscal 2010, 2009 and 2008, respectively. The actual tax benefit realized for the tax deductions from option exercises totaled

$5.4 million, $7.4 million and $9.4 million during fiscal 2010, 2009 and 2008, respectively.
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16. INCOME TAXES

Income Tax Provisions

The income tax provision for each fiscal year consists of the following:

2010
(53 Weeks) 2009 2008

(In thousands)

United States federal income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 542,535 $ 602,595 $ 584,584
State and local income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,492 87,223 79,587
Foreign income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,579 25,068 21,016
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 669,606 $ 714,886 $ 685,187

The current and deferred components of the income tax provisions for each fiscal year are as follows:

2010
(53 Weeks) 2009 2008

(In thousands)

Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 791,120 $ 1,010,595 $ 42,830
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (121,514) (295,709) 642,357
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 669,606 $ 714,886 $ 685,187

The deferred tax provisions result from the effects of net changes during the year in deferred tax assets and liabilities arising from temporary

differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.

Affecting the comparison of the deferred tax provisions is the Internal Revenue Service (IRS) settlement discussed below. Beginning in fiscal 2009,

the company is no longer deferring U.S. federal taxes with respect to Baugh Supply Chain Cooperative (BSCC), and the balance of previously deferred

taxes will be paid according to the schedule noted below. The provision for fiscal 2008 reflected Sysco’s treatment of BSCC-related deferred taxes

prior to the IRS settlement was impacted by the reclassification of deferred supply chain distributions from current deferred tax liabilities to accrued

income taxes based on the timing of when payments related to these items became payable.

Internal Revenue Service Settlement

Sysco’s affiliate BSCC, is a cooperative taxed under subchapter T of the United States Internal Revenue Code, the operation of which has

resulted in a deferral of tax payments. The IRS, in connection with its audits of the company’s 2003 through 2006 federal income tax returns,

proposed adjustments that would have accelerated amounts that the company had previously deferred and would have resulted in the payment of

interest on those deferred amounts. Sysco reached a settlement with the IRS in the first quarter of fiscal 2010 to cease paying U.S. federal taxes

related to BSCC on a deferred basis, pay the amounts that were recorded within deferred taxes related to BSCC over a three-year period and make a

one-time payment of $41.0 million, of which approximately $39.0 million was non-deductible.The settlement addressed the BSCC deferred tax issue

as it related to the IRS audit of the company’s 2003 through 2006 federal income tax returns, and settled the matter for all subsequent periods,

including the 2007 and 2008 federal income tax returns already under audit. As a result of the settlement, the company will pay the amounts owed

in the following schedule:

Amounts paid annually: (In thousands)

Fiscal 2010. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 528,000
Fiscal 2011. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212,000
Fiscal 2012. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 212,000

As noted in the table above, $528.0 million was paid related to settlement in fiscal 2010. Amounts to be paid in fiscal 2011 and 2012 will be paid

in connection with Sysco’s quarterly tax payments, two of which fall in the second quarter, one in the third quarter and one in the fourth quarter. The

company believes it has access to sufficient cash on hand, cash flows from operations and current access to capital to make payments on all of the

amounts noted above.The company had previously accrued interest for a portion of the exposure pertaining to the IRS proposed adjustments and as

a result of the settlement with the IRS, Sysco recorded an income tax benefit of approximately $29.0 million in the first quarter of fiscal 2010.

Sysco’s deferred taxes were impacted by the timing of these installment payments. Sysco reclassified amounts due within one year from

deferred taxes to accrued income taxes at the beginning of fiscal 2010. Additionally, beginning in fiscal 2009, the company is not deferring taxes for

federal purposes according to its agreement with the IRS.
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Deferred Tax Assets and Liabilities

Significant components of Sysco’s deferred tax assets and liabilities are as follows:

July 3, 2010 June 27, 2009
(In thousands)

Deferred tax liabilities:
Deferred supply chain distributions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 542,424 $ 750,755
Excess tax depreciation and basis differences of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288,122 254,131
Goodwill and intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 157,943 141,525
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,032 14,190

Total deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,014,521 1,160,601
Deferred tax assets:

Net operating tax loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,439 75,079
Benefit on unrecognized tax benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,790 55,609
Pension . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 213,398 121,995
Share-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,426 33,553
Deferred compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,823 55,746
Self-insured liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,623 40,912
Receivables. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,511 44,799
Inventory . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,256 39,491
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,836 29,669

Total deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 588,102 496,853
Valuation allowances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,115 24,994

Total net deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 449,534 $ 688,742

The company had state and Canadian net operating tax losses as of July 3, 2010 and June 27, 2009.The net operating tax losses outstanding as

of July 3, 2010 expire in fiscal years 2011 through 2030. Valuation allowances of $23.1 million and $25.0 million were recorded for the state tax loss

carryforwards as of July 3, 2010 and June 27, 2009, respectively, as management believes that it is more likely than not that a portion of the benefits

of these state tax loss carryforwards will not be realized.

Effective Tax Rates

Reconciliations of the statutory federal income tax rate to the effective income tax rates for each fiscal year are as follows:

2010 2009 2008

United States statutory federal income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.00% 35.00% 35.00%
State and local income taxes, net of any applicable federal income tax benefit . . . . . . . . . . . . . . . . . . . . . . 2.89 2.59 2.25
Foreign income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.31) (0.96) (1.11)
Impact of uncertain tax benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.46) 1.75 0.64
Impact of adjusting carrying value of corporate-owned life insurance policies to their cash surrender

values . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.45) 0.95 0.19
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.53 1.04 1.28

36.20% 40.37% 38.25%

The effective tax rate of 36.20% for fiscal 2010 was favorably impacted by two items. First, as discussed above, the company recorded an

income tax benefit of approximately $29.0 million resulting from the one-time reversal of previously accrued interest related to the settlement with

the IRS. Second, the gain of $21.6 million, which had a tax impact of $8.3 million, recorded to adjust the carrying value of COLI policies to their cash

surrender values in fiscal 2010 was non-taxable for income tax purposes and had the impact of decreasing the effective tax rate in the period.

The effective tax rate of 40.37% for fiscal 2009 was unfavorably impacted primarily by two factors. First, the company recorded tax

adjustments related to federal and state uncertain tax positions of $31.0 million. Second, the loss of $43.8 million, which had a tax impact of

$16.8 million, recorded to adjust the carrying value of COLI policies to their cash surrender values was non-deductible for income tax purposes and

had the impact of increasing the effective tax rate for the period. The effective tax rate for fiscal 2009 was favorably impacted by the reversal of

valuation allowances of $7.8 million previously recorded on Canadian net operating loss deferred tax assets.

The effective tax rate of 38.25% for fiscal 2008 was favorably impacted by tax benefits of approximately $7.7 million resulting from the

recognition of a net operating loss deferred tax asset which arose due to a state tax law change, $8.6 million related to the reversal of valuation

allowances previously recorded on Canadian net operating loss deferred tax assets and $5.5 million related to the reduction in net Canadian deferred

tax liabilities due to a federal tax rate reduction. The effective tax rate for fiscal 2008 was unfavorably impacted by the recording of tax and interest

related to uncertain tax positions, share-based compensation expense and the recognition of losses of $8.7 million, which had an unfavorable tax

impact of $3.3 million, recorded to adjust the carrying value of COLI policies to their cash surrender values.

Uncertain Tax Positions

Effective July 1, 2007, the company adopted the accounting and disclosure provisions related to uncertain tax positions. This guidance provides

that a tax benefit from an uncertain tax position is recognized when it is more likely than not that the position will be sustained upon examination,

including resolutions of any related appeals or litigation processes, based on the technical merits of the position.The amount recognized is measured

as the largest amount of tax benefit that has greater than a 50% likelihood of being realized upon settlement. As a result of this adoption, the
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company recognized, as a cumulative effect of change in accounting principle, a $91.6 million decrease in its beginning retained earnings on its July 1,

2007 balance sheet.

A reconciliation of the beginning and ending amount of gross unrecognized tax benefits, excluding interest and penalties, is as follows:

2010 2009
(In thousands)

Unrecognized tax benefits at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 92,145 $ 87,929
Additions for tax positions related to prior years. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,796 21,645
Reductions for tax positions related to prior years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,645) (1,959)
Additions for tax positions related to the current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,595 10,935
Reductions for tax positions related to the current year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Reductions due to settlements with taxing authorities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (15,608) (24,817)
Reductions due to lapse of applicable statute of limitations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (432) (1,588)
Unrecognized tax benefits at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 89,851 $ 92,145

As of July 3, 2010, $15.9 million of the gross liability for unrecognized tax benefits was netted within prepaid income taxes as payment was

expected to occur during fiscal 2011. As of July 3, 2010, the gross amount of liability for accrued interest and penalties related to unrecognized tax

benefits was $40.6 million, of which $8.7 million was netted within prepaid income taxes as payment was expected to occur during fiscal 2011. The

expense recorded for interest and penalties related to unrecognized tax benefits in fiscal 2010 was $12.0 million.

As of June 27, 2009, the gross amount of liability for accrued interest and penalties related to unrecognized tax benefits was $147.0 million, of

which $41.0 million was classified within accrued income taxes as payment was to occur during fiscal 2010. The expense recorded for interest and

penalties related to unrecognized tax benefits in fiscal 2009 was $18.7 million.

To the extent interest and penalties may be assessed by taxing authorities on any underpayment of income tax, estimated amounts required by

the accounting guidance related to uncertain tax positions have been accrued and are classified as a component of income taxes in the consolidated

results of operations.

If Sysco were to recognize all unrecognized tax benefits recorded as of July 3, 2010, approximately $62.4 million of the $89.9 million reserve

would reduce the effective tax rate. It is reasonably possible that the amount of the unrecognized tax benefits with respect to certain of the

company’s unrecognized tax positions will increase or decrease in the next twelve months either because Sysco’s positions are sustained on audit or

because the company agrees to their disallowance. Items that may cause changes to unrecognized tax benefits primarily include the consideration of

various filing requirements in various states and the allocation of income and expense between tax jurisdictions. In addition, the amount of

unrecognized tax benefits recognized within the next twelve months may decrease due to the expiration of the statute of limitations for certain years

in various jurisdictions; however, it is possible that a jurisdiction may open an audit on one of these years prior to the statute of limitations expiring.

At this time, an estimate of the range of the reasonably possible change cannot be made.

The IRS is auditing Sysco’s 2007 and 2008 federal income tax returns. As of July 3, 2010, Sysco’s tax returns in the majority of the state and

local jurisdictions and Canada are no longer subject to audit for the years before 2003. However, some jurisdictions have audits open prior to 2003,

with the earliest dating back to 1996. Although the outcome of tax audits is generally uncertain, the company believes that adequate amounts of tax,

including interest and penalties, have been accrued for any adjustments that may result from those open years.

Other

The company intends to permanently reinvest the undistributed earnings of its foreign subsidiaries in those businesses outside of the United

States and, therefore, has not provided for U.S. deferred income taxes on such undistributed foreign earnings.The determination of the amount of the

unrecognized deferred tax liability related to the undistributed earnings is not practicable.

The determination of the company’s provision for income taxes requires significant judgment, the use of estimates and the interpretation and

application of complex tax laws. The company’s provision for income taxes primarily reflects a combination of income earned and taxed in the

various U.S. federal and state, as well as various foreign jurisdictions. Jurisdictional tax law changes, increases or decreases in permanent differences

between book and tax items, accruals or adjustments of accruals for tax contingencies or valuation allowances, and the company’s change in the mix

of earnings from these taxing jurisdictions all affect the overall effective tax rate.

17. ACQUISITIONS

During fiscal 2010, in the aggregate, the company paid cash of $29.3 million for operations acquired during fiscal 2010 and for contingent

consideration related to operations acquired in previous fiscal years. During fiscal 2010, Sysco acquired for cash a broadline foodservice operation in

Syracuse, New York, a produce distributor in Atlanta, Georgia and a seafood distributor in Edmonton, Alberta, Canada. The fiscal 2010 acquisitions

were immaterial, individually and in the aggregate, to the consolidated financial statements.

Certain acquisitions involve contingent consideration typically payable over periods up to five years only in the event that certain outstanding

contingencies are resolved. As of July 3, 2010, aggregate contingent consideration amounts outstanding relating to acquisitions was $52.8 million, of

which $51.0 million could result in the recording of additional goodwill.
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18. COMMITMENTS AND CONTINGENCIES

Sysco is engaged in various legal proceedings which have arisen but have not been fully adjudicated.These proceedings, in the opinion of management,

will not have a material adverse effect upon the consolidated financial position or results of operations of the company when ultimately concluded.

Multi-Employer Pension Plans

Sysco contributes to several multi-employer defined benefit pension plans based on obligations arising under collective bargaining agreements

covering union-represented employees. Approximately 11% of Sysco’s current employees are participants in such multi-employer plans. In fiscal

2010, total contributions to these plans were approximately $51.5 million.

Sysco does not directly manage these multi-employer plans, which are generally managed by boards of trustees, half of whom are appointed by

the unions and the other half by other employers contributing to the plan. Based upon the information available from plan administrators,

management believes that several of these multi-employer plans are underfunded. In addition, the Pension Protection Act, enacted in August 2006,

requires underfunded pension plans to improve their funding ratios within prescribed intervals based on the level of their underfunding. As a result,

Sysco expects its contributions to these plans to increase in the future.

Under current law regarding multi-employer defined benefit plans, a plan’s termination, Sysco’s voluntary withdrawal, or the mass withdrawal of

all contributing employers from any underfunded multi-employer defined benefit plan would require Sysco to make payments to the plan for Sysco’s

proportionate share of the multi-employer plan’s unfunded vested liabilities. Generally, Sysco does not have the greatest share of liability among the

participants in any of these plans. Based on the information available from plan administrators, which has valuation dates ranging from January 31,

2008 to June 30, 2009, Sysco estimates its share of withdrawal liability on most of the multi-employer plans in which it participates could have been

as much as $183.0 million as of July 3, 2010, based on a voluntary withdrawal. The majority of the plans we participate in have a valuation date of

calendar year-end. As such, the majority of the estimated withdrawal liability results from plans for which the valuation date was December 31,

2008; therefore, the company’s estimated liability reflects the asset losses incurred by the financial markets as of that date. In general, the financial

markets have improved since December 31, 2008; therefore, management believes Sysco’s current share of the withdrawal liability could differ from

this estimate. In addition, if a multi-employer defined benefit plan fails to satisfy certain minimum funding requirements, the IRS may impose a

nondeductible excise tax of 5% on the amount of the accumulated funding deficiency for those employers contributing to the fund. As of July 3,

2010, Sysco had approximately $0.9 million in liabilities recorded in total related to certain multi-employer defined benefit plans for which Sysco’s

voluntary withdrawal had already occurred.

During fiscal 2008, the company obtained information that a multi-employer pension plan it participated in failed to satisfy minimum funding

requirements for certain periods and concluded that it was probable that additional funding would be required as well as the payment of excise tax.

As a result, during fiscal 2008, Sysco recorded a liability of approximately $16.5 million related to its share of the minimum funding requirements and

related excise tax for these periods. During the first quarter of fiscal 2009, Sysco effectively withdrew from this multi-employer pension plan in an

effort to secure benefits for Sysco’s employees that were participants in the plan and to manage the company’s exposure to this under-funded plan.

Sysco agreed to pay $15.0 million to the plan, which included the minimum funding requirements. In connection with this withdrawal agreement,

Sysco merged participants from this plan into its company-sponsored Retirement Plan and assumed $26.7 million in liabilities. The payment to the

plan was made in the second quarter of fiscal 2009. If this plan were to undergo a mass withdrawal, as defined by the Pension Benefit Guaranty

Corporation, prior to September 2010, the company could have additional liability. The company does not currently believe a mass withdrawal from

this plan prior to September 2010 is probable.

Sysco has experienced other instances triggering voluntary withdrawal from multi-employer pension plans.Total withdrawal liability provisions

recorded include $2.9 million in fiscal 2010, $9.6 million in fiscal 2009 and $22.3 million in fiscal 2008.

Fuel Commitments

From time to time, Sysco may enter into forward purchase commitments for a portion of its projected diesel fuel requirements. As of July 3,

2010, we had forward diesel fuel commitments totaling approximately $93.0 million through September 2011.

Other Commitments

Sysco has committed to product purchases for resale in order to leverage the company’s purchasing power. A majority of these agreements

expire within one year; however, certain agreements have terms through fiscal 2013.These agreements commit the company to a minimum volume

at various pricing terms, including fixed pricing, variable pricing or a combination thereof. Minimum amounts committed to as of July 3, 2010 totaled

approximately $891.4 million. Minimum amounts committed to by year are as follows: $704.1 million in fiscal 2011, $182.5 million in fiscal 2012 and

$4.8 million in fiscal 2013.

Sysco has committed with a third party service provider to provide hardware and hardware hosting services. The services are to be provided

over a ten year period beginning in fiscal 2005 and ending in fiscal 2015. The total cost of the services over that period is expected to be

approximately $534.0 million. This amount may be reduced by Sysco utilizing less than estimated resources and can be increased by Sysco utilizing

more than estimated resources and the adjustments for inflation provided for in the agreements. Sysco may also cancel a portion or all of the services

provided subject to termination fees which decrease over time. If Sysco were to terminate all of the services in fiscal 2011, the estimated termination

fee incurred in fiscal 2011 would be approximately $16.4 million.
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19. BUSINESS SEGMENT INFORMATION

The company has aggregated its operating companies into a number of segments, of which only Broadline and SYGMA are reportable segments as

defined in the accounting literature related to disclosures about segments of an enterprise. The Broadline reportable segment is an aggregation of the

company’s United States, Canadian and European Broadline segments. Broadline operating companies distribute a full line of food products and a wide

variety of non-food products to its customers. SYGMA operating companies distribute a full line of food products and a wide variety of non-food

products to certain chain restaurant customer locations. “Other” financial information is attributable to the company’s other operating segments,

including the company’s specialty produce, custom-cut meat and lodging industry segments and a company that distributes to international customers.

The accounting policies for the segments are the same as those disclosed by Sysco. Intersegment sales represent specialty produce and meat

company products distributed by the Broadline and SYGMA operating companies. The segment results include certain centrally incurred costs for

shared services that are charged to our segments. These centrally incurred costs are charged based upon the relative level of service used by each

operating company consistent with how Sysco’s management views the performance of its operating segments. Management evaluates the

performance of each of our operating segments based on its respective operating income results, which include the allocation of certain centrally

incurred costs.

Included in corporate expenses, among other items, are:

• Gains and losses recognized to adjust corporate-owned life insurance policies to their cash surrender values;

• Share-based compensation expense;

• Expenses related to the company’s Business Transformation Project; and

• Corporate-level depreciation and amortization expense.

The following table sets forth the financial information for Sysco’s business segments:

2010
(53 Weeks) 2009 2008

Fiscal Year

(In thousands)

Sales:
Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 29,737,718 $ 29,234,199 $ 29,824,553
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,891,279 4,839,036 4,574,880
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,158,855 3,242,115 3,590,738
Intersegment sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (544,357) (462,020) (468,060)
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330 $ 37,522,111

Operating income:
Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,075,647 $ 1,959,963 $ 1,931,881
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,311 30,193 8,261
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 122,483 101,355 136,533
Total segments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,245,441 2,091,511 2,076,675
Corporate expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (269,573) (219,300) (196,726)
Total operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,975,868 1,872,211 1,879,949
Interest expense. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125,477 116,322 111,541
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 802 (14,945) (22,930)
Earnings before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,849,589 $ 1,770,834 $ 1,791,338

Depreciation and amortization:
Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 275,639 $ 265,526 $ 258,171
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,822 26,753 30,467
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,389 37,629 36,692
Total segments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 333,850 329,908 325,330
Corporate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,126 52,431 47,199
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 389,976 $ 382,339 $ 372,529

Capital expenditures:
Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 393,824 $ 342,550 $ 393,067
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,436 5,053 4,977
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,259 40,857 36,565
Total segments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 444,519 388,460 434,609
Corporate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150,085 76,101 81,354
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 594,604 $ 464,561 $ 515,963

Assets:
Broadline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 6,218,985 $ 5,637,998 $ 5,809,060
SYGMA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 392,883 366,539 414,044
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 937,605 914,764 1,005,740
Total segments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,549,473 6,919,301 7,228,844
Corporate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,764,228 3,228,885 2,781,771
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10,313,701 $ 10,148,186 $ 10,010,615
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The sales mix for the principal product categories for each fiscal year is as follows:

2010
(53 Weeks) 2009 2008

(In thousands)

Canned and dry products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,152,628 $ 7,091,420 $ 6,820,363
Fresh and frozen meats . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,405,820 6,394,447 6,606,347
Frozen fruits, vegetables, bakery and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,220,307 5,122,415 5,105,353
Poultry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,862,486 3,709,553 3,808,844
Dairy products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,709,410 3,750,684 4,000,780
Fresh produce . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,179,947 3,017,018 3,183,540
Paper and disposables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,906,426 2,911,029 2,964,006
Seafood . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,739,949 1,740,292 1,878,830
Beverage products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,408,376 1,322,300 1,297,543
Janitorial products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 907,189 940,097 988,781
Equipment and smallwares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 599,267 661,309 704,050
Medical supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151,690 192,766 163,674
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330 $ 37,522,111

Information concerning geographic areas is as follows:

2010
(53 Weeks) 2009 2008

Fiscal Year

(In thousands)

Sales:(1)

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,268,481 $ 33,378,485 $ 33,842,824
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,550,605 3,134,989 3,380,159
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 424,409 339,856 299,128
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,243,495 $ 36,853,330 $ 37,522,111

Long-lived assets:(2)

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,884,728 $ 2,725,200 $ 2,655,714
Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 291,514 223,320 233,879
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,581 30,680 197
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,203,823 $ 2,979,200 $ 2,889,790

(1) Represents sales to external customers from businesses operating in these countries.
(2) Long-lived assets represents net property, plant and equipment reported in the country in which they are held.

20. SUPPLEMENTAL GUARANTOR INFORMATION

Sysco International, Co. is an unlimited liability company organized under the laws of the Province of Nova Scotia, Canada and is a wholly-

owned subsidiary of Sysco. In May 2002, Sysco International, Co. issued, in a private offering, $200.0 million of 6.10% notes due in 2012 (see

Note 10, “Debt”). In December 2002, these notes were exchanged for substantially identical notes in an exchange offer registered under the

Securities Act of 1933. These notes are fully and unconditionally guaranteed by Sysco. Sysco International, Co. is a holding company with no

significant sources of income or assets, other than its equity interests in its subsidiaries and interest income from loans made to its subsidiaries. The

proceeds from the issuance of the 6.10% notes were used to repay commercial paper issued to fund the fiscal 2002 acquisition of a Canadian

broadline foodservice operation.
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The following condensed consolidating financial statements present separately the financial position, results of operations and cash flows of the

parent guarantor (Sysco), the subsidiary issuer (Sysco International) and all other non-guarantor subsidiaries of Sysco (Other Non-Guarantor

Subsidiaries) on a combined basis and eliminating entries.

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries Eliminations
Consolidated

Totals

Condensed Consolidating Balance Sheet
July 3, 2010

(In thousands)

Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 417,336 $ 33 $ 4,658,889 $ — $ 5,076,258
Investment in subsidiaries . . . . . . . . . . . . . . . . . . . 14,979,871 465,641 142,925 (15,588,437) —
Plant and equipment, net . . . . . . . . . . . . . . . . . . . 425,279 — 2,778,544 — 3,203,823
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 362,658 597 1,670,365 — 2,033,620
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 16,185,144 $ 466,271 $ 9,250,723 $ (15,588,437) $ 10,313,701

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . $ 444,274 $ 1,114 $ 2,563,810 $ — $ 3,009,198
Intercompany payables (receivables). . . . . . . . . . . . 9,405,317 73,124 (9,478,441) — —
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . 2,225,781 199,881 47,000 — 2,472,662
Other liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . 411,781 — 592,534 — 1,004,315
Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . 3,697,991 192,152 15,525,820 (15,588,437) 3,827,526
Total liabilities and shareholders’ equity. . . . . . . . . . $ 16,185,144 $ 466,271 $ 9,250,723 $ (15,588,437) $ 10,313,701

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries Eliminations
Consolidated

Totals

Condensed Consolidating Balance Sheet
June 27, 2009

(In thousands)

Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 937,335 $ 36 $ 4,264,875 $ — $ 5,202,246
Investment in subsidiaries . . . . . . . . . . . . . . . . . . . 13,293,437 403,363 165,197 (13,861,997) —
Plant and equipment, net . . . . . . . . . . . . . . . . . . . 264,657 — 2,714,543 — 2,979,200
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 421,371 830 1,544,539 — 1,966,740
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,916,800 $ 404,229 $ 8,689,154 $ (13,861,997) $ 10,148,186

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . $ 380,195 $ 954 $ 2,700,572 $ — $ 3,081,721
Intercompany payables (receivables). . . . . . . . . . . . 8,533,159 54,785 (8,587,944) — —
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . 2,219,655 199,816 48,015 — 2,467,486
Other liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . 413,651 — 735,626 — 1,149,277
Shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . 3,370,140 148,674 13,792,885 (13,861,997) 3,449,702
Total liabilities and shareholders’ equity. . . . . . . . . . $ 14,916,800 $ 404,229 $ 8,689,154 $ (13,861,997) $ 10,148,186
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Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries Eliminations
Consolidated

Totals

Condensed Consolidating Results of Operations
Year Ended July 3, 2010

(53 Weeks)

(In thousands)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 37,243,495 $ — $ 37,243,495
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 30,136,009 — 30,136,009
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 7,107,486 — 7,107,486
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . 272,047 112 4,859,459 — 5,131,618
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . (272,047) (112) 2,248,027 — 1,975,868
Interest expense (income) . . . . . . . . . . . . . . . . . . . . . 496,410 10,961 (381,894) — 125,477
Other expense (income), net . . . . . . . . . . . . . . . . . . . 5,546 — (4,744) — 802
Earnings (losses) before income taxes . . . . . . . . . . . . (774,003) (11,073) 2,634,665 — 1,849,589
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . (280,212) (4,009) 953,827 — 669,606
Equity in earnings of subsidiaries . . . . . . . . . . . . . . . . 1,673,774 38,342 — (1,712,116) —
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,179,983 $ 31,278 $ 1,680,838 $ (1,712,116) $ 1,179,983

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries Eliminations
Consolidated

Totals

Condensed Consolidating Results of Operations
Year Ended June 27, 2009

(In thousands)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 36,853,330 $ — $ 36,853,330
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 29,816,999 — 29,816,999
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 7,036,331 — 7,036,331
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . 218,241 117 4,945,762 — 5,164,120
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . (218,241) (117) 2,090,569 — 1,872,211
Interest expense (income) . . . . . . . . . . . . . . . . . . . . . 476,238 11,142 (371,058) — 116,322
Other (income), net . . . . . . . . . . . . . . . . . . . . . . . . . (3,273) — (11,672) — (14,945)
Earnings (losses) before income taxes . . . . . . . . . . . . (691,206) (11,259) 2,473,299 — 1,770,834
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . (279,041) (4,545) 998,472 — 714,886
Equity in earnings of subsidiaries . . . . . . . . . . . . . . . . 1,468,113 44,626 — (1,512,739) —
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,055,948 $ 37,912 $ 1,474,827 $ (1,512,739) $ 1,055,948

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries Eliminations
Consolidated

Totals

Condensed Consolidating Results of Operations
Year Ended June 28, 2008

(In thousands)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 37,522,111 $ — $ 37,522,111
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 30,327,254 — 30,327,254
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 7,194,857 — 7,194,857
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . 206,338 142 5,108,428 — 5,314,908
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . (206,338) (142) 2,086,429 — 1,879,949
Interest expense (income) . . . . . . . . . . . . . . . . . . . . . 462,554 11,736 (362,749) — 111,541
Other (income), net . . . . . . . . . . . . . . . . . . . . . . . . . (7,373) — (15,557) — (22,930)
Earnings (losses) before income taxes . . . . . . . . . . . . (661,519) (11,878) 2,464,735 — 1,791,338
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . (253,031) (4,543) 942,761 — 685,187
Equity in earnings of subsidiaries . . . . . . . . . . . . . . . . 1,514,639 33,907 — (1,548,546) —
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,106,151 $ 26,572 $ 1,521,974 $ (1,548,546) $ 1,106,151
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Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries
Consolidated

Totals

Condensed Consolidating Cash Flows
Year Ended July 3, 2010

(53 Weeks)

(In thousands)

Net cash provided by (used for):
Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (503,318) $ 31,739 $ 1,357,007 $ 885,428
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (225,565) — (430,755) (656,320)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (664,236) — (2,794) (667,030)
Effect of exchange rate on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 4,714 4,714
Intercompany activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 867,446 (31,739) (835,707) —
Net (decrease) increase in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (525,673) — 92,465 (433,208)
Cash at the beginning of the period. . . . . . . . . . . . . . . . . . . . . . . . . . . 899,196 — 119,455 1,018,651
Cash at the end of the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 373,523 $ — $ 211,920 $ 585,443

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries
Consolidated

Totals

Condensed Consolidating Cash Flows
Year Ended June 27, 2009

(In thousands)

Net cash provided by (used for):
Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (354,022) $ 38,340 $ 1,892,431 $ 1,576,749
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (82,684) — (575,979) (658,663)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (380,564) — 921 (379,643)
Effect of exchange rate on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 334 334
Intercompany activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,229,820 (38,340) (1,191,480) —
Net increase in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 412,550 — 126,227 538,777
Cash at the beginning of the period. . . . . . . . . . . . . . . . . . . . . . . . . . . 486,646 — (6,772) 479,874
Cash at the end of the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 899,196 $ — $ 119,455 $ 1,018,651

Sysco
Sysco

International

Other
Non-Guarantor

Subsidiaries
Consolidated

Totals

Condensed Consolidating Cash Flows
Year Ended June 28, 2008

(In thousands)

Net cash provided by (used for):
Operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (266,597) $ 25,261 $ 1,811,685 $ 1,570,349
Investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (64,561) — (490,999) (555,560)
Financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (659,760) (44,035) 5,217 (698,578)
Effect of exchange rate on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (643) (643)
Intercompany activity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,341,687 18,774 (1,360,461) —
Net increase (decrease) in cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350,769 — (35,201) 315,568
Cash at the beginning of the period. . . . . . . . . . . . . . . . . . . . . . . . . . . 135,877 — 28,429 164,306
Cash at the end of the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 486,646 $ — $ (6,772) $ 479,874
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21. QUARTERLY RESULTS ( UNAUDITED)

Financial information for each quarter in the years ended July 3, 2010 and June 27, 2009 is set forth below:

September 26 December 26 March 27
July 3

(14 Weeks)
Fiscal Year
(53 Weeks)

Fiscal 2010 Quarter Ended

(In thousands except for per share data)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,081,426 $ 8,868,499 $ 8,945,093 $ 10,348,477 $ 37,243,495
Cost of sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,334,067 7,173,612 7,261,721 8,366,609 30,136,009
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,747,359 1,694,887 1,683,372 1,981,868 7,107,486
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . 1,250,031 1,232,536 1,251,269 1,397,782 5,131,618
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . 497,328 462,351 432,103 584,086 1,975,868
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . 33,800 31,522 27,654 32,501 125,477
Other expense (income), net . . . . . . . . . . . . . . . . . . (2,012) (1,138) 1,028 2,924 802
Earnings before income taxes . . . . . . . . . . . . . . . . . 465,540 431,967 403,421 548,661 1,849,589
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,335 163,618 155,773 210,880 669,606
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 326,205 $ 268,349 $ 247,648 $ 337,781 $ 1,179,983

Per share:
Basic net earnings . . . . . . . . . . . . . . . . . . . . . . . $ 0.55 $ 0.45 $ 0.42 $ 0.57 $ 1.99
Diluted net earnings . . . . . . . . . . . . . . . . . . . . . . 0.55 0.45 0.42 0.57 1.99
Dividends declared . . . . . . . . . . . . . . . . . . . . . . . 0.24 0.25 0.25 0.25 0.99
Market price — high/low . . . . . . . . . . . . . . . . . . . 26-21 29-24 30-27 32-28 32-21

September 27 December 27 March 28 June 27 Fiscal Year
Fiscal 2009 Quarter Ended

(In thousands except for per share data)

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,877,429 $ 9,149,803 $ 8,739,350 $ 9,086,748 $ 36,853,330
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,990,873 7,399,690 7,102,274 7,324,162 29,816,999
Gross margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,886,556 1,750,113 1,637,076 1,762,586 7,036,331
Operating expenses. . . . . . . . . . . . . . . . . . . . . . . . . 1,381,804 1,328,249 1,231,753 1,222,314 5,164,120
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . 504,752 421,864 405,323 540,272 1,872,211
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,410 28,400 28,233 33,279 116,322
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . (2,813) (5,223) (3,514) (3,395) (14,945)
Earnings before income taxes . . . . . . . . . . . . . . . . . . 481,155 398,687 380,604 510,388 1,770,834
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 204,341 161,033 154,438 195,074 714,886
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 276,814 $ 237,654 $ 226,166 $ 315,314 $ 1,055,948

Per share:
Basic net earnings . . . . . . . . . . . . . . . . . . . . . . . . $ 0.46 $ 0.40 $ 0.38 $ 0.53 $ 1.77
Diluted net earnings . . . . . . . . . . . . . . . . . . . . . . . 0.46 0.40 0.38 0.53 1.77
Dividends declared . . . . . . . . . . . . . . . . . . . . . . . . 0.22 0.24 0.24 0.24 0.94
Market price — high/low . . . . . . . . . . . . . . . . . . . . 35-27 33-21 25-19 25-21 35-19

Percentage change — 2010 vs. 2009:
Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8)% (3)% 2% 14% 1%
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . (1) 10 7 8 6
Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 13 9 7 12
Basic net earnings per share. . . . . . . . . . . . . . . . . . . 20 13 11 8 12
Diluted net earnings per share . . . . . . . . . . . . . . . . . 20 13 11 8 12

Financial results are impacted by accounting changes and the adoption of various accounting standards. See Note 2, “Changes in Accounting.”
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Sysco’s management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our disclosure

controls and procedures as of July 3, 2010. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the

Exchange Act, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a

company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods

specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure

that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and

communicated to the company’s management, including its principal executive and principal financial officers, as appropriate to allow timely

decisions regarding the required disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated,

can provide only reasonable assurance of achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit

relationship of possible controls and procedures. Based on the evaluation of our disclosure controls and procedures as of July 3, 2010, our chief

executive officer and chief financial officer concluded that, as of such date, Sysco’s disclosure controls and procedures were effective at the

reasonable assurance level.

Management’s report on internal control over financial reporting is included in the financial statement pages at page 35.

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during

the fiscal quarter ended July 3, 2010 that has materially affected, or is reasonably likely to materially affect, our internal control over financial

reporting.

Item 9B. Other Information

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this item will be included in our proxy statement for the 2010 Annual Meeting of Stockholders under the following

captions, and is incorporated herein by reference thereto: “Election of Directors,” “Executive Officers,” “Section 16(a) Beneficial Ownership Reporting

Compliance,” “Report of the Audit Committee” and “Corporate Governance and Board of Directors Matters.”

Item 11. Executive Compensation

The information required by this item will be included in our proxy statement for the 2010 Annual Meeting of Stockholders under the following

captions, and is incorporated herein by reference thereto: “Compensation Discussion and Analysis,” “Compensation Committee Report,” “Director

Compensation” and “Executive Compensation.”

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item will be included in our proxy statement for the 2010 Annual Meeting of Stockholders under the following

captions, and is incorporated herein by reference thereto: “Stock Ownership” and “Equity Compensation Plan Information.”

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item will be included in our proxy statement for the 2010 Annual Meeting of Stockholders under the following

caption, and is incorporated herein by reference thereto: “Certain Relationships and Related Transactions” and “Director Independence.”

Item 14. Principal Accounting Fees and Services

The information required by this item will be included in our proxy statement for the 2010 Annual Meeting of Stockholders under the following

caption, and is incorporated herein by reference thereto: “Fees Paid to Independent Registered Public Accounting Firm.”
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PART IV

Item 15. Exhibits

(a) The following documents are filed, or incorporated by reference, as part of this Form 10-K:

1. All financial statements. See index to Consolidated Financial Statements on page 34 of this Form 10-K.

2. All financial statement schedules are omitted because they are not applicable or the information is set forth in the consolidated financial

statements or notes thereto within Item 8. Financial Statements and Supplementary Data.

3. Exhibits.

3.1 — Restated Certificate of Incorporation, incorporated by reference to Exhibit 3(a) to Form 10-K for the year ended June 28, 1997
(File No. 1-6544).

3.2 — Certificate of Amendment of Certificate of Incorporation increasing authorized shares, incorporated by reference to
Exhibit 3(d) to Form 10-Q for the quarter ended January 1, 2000 (File No. 1-6544).

3.3 — Certificate of Amendment to Restated Certificate of Incorporation increasing authorized shares, incorporated by reference to
Exhibit 3(e) to Form 10-Q for the quarter ended December 27, 2003 (File No. 1-6544).

3.4 — Form of Amended Certificate of Designation, Preferences and Rights of Series A Junior Participating Preferred Stock,
incorporated by reference to Exhibit 3(c) to Form 10-K for the year ended June 29, 1996 (File No. 1-6544).

3.5 — Amended and Restated Bylaws of Sysco Corporation dated July 18, 2008, incorporated by reference to Exhibit 3.5 to
Form 8-K filed on July 23, 2008 (File No. 1-6544).

4.1 — Senior Debt Indenture, dated as of June 15, 1995, between Sysco Corporation and First Union National Bank of North Carolina,
Trustee, incorporated by reference to Exhibit 4(a) to Registration Statement on Form S-3 filed June 6, 1995 (File
No. 33-60023).

4.2 — Fifth Supplemental Indenture, dated as of July 27, 1998 between Sysco Corporation and First Union National Bank, Trustee,
incorporated by reference to Exhibit 4(h) to Form 10-K for the year ended June 27, 1998 (File No. 1-6544).

4.3 — Seventh Supplemental Indenture, including form of Note, dated March 5, 2004 between Sysco Corporation, as Issuer, and
Wachovia Bank, National Association (formerly First Union National Bank of North Carolina), as Trustee, incorporated by
reference to Exhibit 4(j) to Form 10-Q for the quarter ended March 27, 2004 (File No. 1-6544).

4.4 — Eighth Supplemental Indenture, including form of Note, dated September 22, 2005 between Sysco Corporation, as Issuer, and
Wachovia Bank, National Association, as Trustee, incorporated by reference to Exhibits 4.1 and 4.2 to Form 8-K filed on
September 20, 2005 (File No. 1-6544).

4.5 — Ninth Supplemental Indenture, including form of Note, dated February 12, 2008 between Sysco Corporation, as Issuer, and
the Trustee, incorporated by reference to Exhibit 4.1 to Form 8-K filed on February 12, 2008 (File No. 1-6544).

4.6 — Tenth Supplemental Indenture, including form of Note, dated February 12, 2008 between Sysco Corporation, as Issuer, and
the Trustee, incorporated by reference to Exhibit 4.3 to Form 8-K filed on February 12, 2008 (File No. 1-6544).

4.7 — Form of Eleventh Supplemental Indenture, including form of Note, dated March 17, 2009 between Sysco Corporation, as
Issuer, and the Trustee, incorporated by reference to Exhibit 4.1 to Form 8-K filed on March 13, 2009 (File No. 1-6544).

4.8 — Form of Twelfth Supplemental Indenture, including form of Note, dated March 17, 2009 between Sysco Corporation, as
Issuer, and the Trustee, incorporated by reference to Exhibit 4.3 to Form 8-K filed on March 13, 2009 (File No. 1-6544).

4.9 — Agreement of Resignation, Appointment and Acceptance, dated February 13, 2007, by and among Sysco Corporation and
Sysco International Co., a wholly-owned subsidiary of Sysco Corporation, U.S. Bank National Association and The Bank of
New York Trust Company, N.A., incorporated by reference to Exhibit 4(h) to Registration Statement on Form S-3 filed on
February 6, 2008 (File No. 333-149086).

4.10 — Letter Regarding Appointment of New Trustee from Sysco Corporation to U.S. Bank National Association, incorporated by
reference to Exhibit 4.7 to Form 10-Q for the quarter ended December 29, 2007 filed on February 5, 2008 (File No. 1-6544).

4.11 — Indenture dated May 23, 2002 between Sysco International, Co., Sysco Corporation and Wachovia Bank, National
Association, incorporated by reference to Exhibit 4.1 to Registration Statement on Form S-4 filed August 21, 2002 (File
No. 333-98489).

4.12# — Supplemental Indenture No. 1, dated July 2, 2010 between Sysco International, ULC, as successor by conversion and name
change to Sysco International Co., Sysco Corporation, as Guarantor, and the Trustee.

10.1 — Credit Agreement dated November 4, 2005 between Sysco Corporation, Sysco International, Co., JP Morgan Chase Bank,
N.A., and certain Lenders party thereto, incorporated by reference to Exhibit 99.1 to Form 8-K filed on November 10, 2005
(File No. 1-6544).

10.2 — Form of Commitment Increase Agreement dated September 25, 2007 by and among Sysco Corporation, JPMorgan Chase
Bank, individually and as Administrative Agent, the Co-Syndication Agents named therein and the other financial institutions
party thereto relating to the Credit Agreement dated November 4, 2005, incorporated by reference to Exhibit 10.1 to
Form 10-Q for the quarter ended September 29, 2007 filed on November 8, 2007 (File No. 1-6544).

10.3 — Form of Extension Agreement effective September 21, 2007 by and among Sysco Corporation, JPMorgan Chase Bank,
individually and as Administrative Agent, the Co-Syndication Agents named therein and the other financial institutions party
thereto relating to the Credit Agreement dated November 4, 2005, incorporated by reference to Exhibit 10.2 to Form 10-Q for
the quarter ended September 29, 2007 filed on November 8, 2007 (File No. 1-6544).

10.4 — Amended and Restated Issuing and Paying Agency Agreement, dated as of April 13, 2006, between Sysco Corporation and
JPMorgan Chase Bank, National Association, incorporated by reference to Exhibit 10.1 to Form 8-K filed on April 19, 2006
(File No. 1-6544).

10.5 — Commercial Paper Dealer Agreement, dated as of April 13, 2006, between Sysco Corporation and J.P. Morgan Securities Inc.,
incorporated by reference to Exhibit 10.2 to Form 8-K filed on April 19, 2006 (File No. 1-6544).

10.6 — Commercial Paper Dealer Agreement, dated as of April 13, 2006, between Sysco Corporation and Goldman, Sachs & Co.,
incorporated by reference to Exhibit 10.3 to Form 8-K filed on April 19, 2006 (File No. 1-6544).

10.7† — Fifth Amended and Restated Sysco Corporation Executive Deferred Compensation Plan, incorporated by reference to
Exhibit 10.8 to Form 10-K for the year ended July 28, 2008 filed on August 26, 2008 (File No. 1-6544).
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10.8† — First Amendment to the Fifth Amended and Restated Sysco Corporation Executive Deferred Compensation Plan,
incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended December 27, 2008 filed on February 3,
2009 (File No. 1-6544).

10.9† — Second Amendment to the Fifth Amended and Restated Sysco Corporation Executive Deferred Compensation Plan,
incorporated by reference to Exhibit 10.3 to Form 10-Q for the quarter ended September 26, 2009 filed on November 3,
2009 (File No. 1-6544).

10.10† — Ninth Amended and Restated Sysco Corporation Supplemental Executive Retirement Plan, incorporated by reference to
Exhibit 10.4 to Form 10-Q for the quarter ended September 26, 2009 filed on November 3, 2009 (File No. 1-6544).

10.11† — Sysco Corporation 1991 Stock Option Plan, incorporated by reference to Exhibit 10(e) to Form 10-K for the year ended July 3,
1999 (File No. 1-6544).

10.12† — Amendments to Sysco Corporation 1991 Stock Option Plan dated effective September 4, 1997, incorporated by reference to
Exhibit 10(f) to Form 10-K for the year ended June 28, 1997 (File No. 1-6544).

10.13† — Amendments to Sysco Corporation 1991 Stock Option Plan dated effective November 5, 1998, incorporated by reference to
Exhibit 10(g) to Form 10-K for the year ended July 3, 1999 (File No. 1-6544).

10.14† — Form of Stock Option Grant Agreement issued to executive officers on September 7, 2000 under the 1991 Stock Option Plan,
incorporated by reference to Exhibit 10(uu) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004 (File
No. 1-6544).

10.15† — 2000 Stock Incentive Plan, incorporated by reference to Appendix B to Proxy Statement filed on September 25, 2000 (File
No. 1-6544).

10.16† — Form of Stock Option Grant Agreement issued to executive officers on September 11, 2001 under the 2000 Stock Incentive
Plan, incorporated by reference to Exhibit 10(vv) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004
(File No. 1-6544).

10.17† — Form of Stock Option Grant Agreement issued to executive officers on September 11, 2001 under the 2000 Stock Incentive
Plan, incorporated by reference to Exhibit 10(ww) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004
(File No. 1-6544).

10.18† — Form of Stock Option Grant Agreement issued to executive officers on September 12, 2002 under the 2000 Stock Incentive
Plan, incorporated by reference to Exhibit 10(xx) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004
(File No. 1-6544).

10.19† — Form of Stock Option Grant Agreement issued to executive officers on September 11, 2003 under the 2000 Stock Incentive
Plan, incorporated by reference to Exhibit 10(yy) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004
(File No. 1-6544).

10.20† — Form of Stock Option Grant Agreement issued to executive officers on September 2, 2004 under the 2000 Stock Incentive
Plan, incorporated by reference to Exhibit 10(a) to Form 8-K filed on September 9, 2004 (File No. 1-6544).

10.21† — 2004 Stock Option Plan, incorporated by reference to Appendix B to the Sysco Corporation Proxy Statement filed
September 24, 2004 (File No. 1-6544).

10.22† — First Amendment to the 2004 Stock Option Plan, incorporated by reference to Exhibit 10.2 to Form 10-Q for the quarter
ended March 29, 2008 filed on May 6, 2008 (File No. 1-6544).

10.23† — Form of Stock Option Grant Agreement issued to executive officers on September 8, 2005 and September 7, 2006 under the
2004 Stock Option Plan, incorporated by reference to Exhibit 99.1 to Form 8-K filed on September 14, 2005 (File No. 1-6544).

10.24† — 2007 Stock Incentive Plan, as amended, incorporated by reference to Annex B to the Sysco Corporation Proxy Statement filed
October 8, 2009 (File No. 1-6544).

10.25† — Form of Stock Option Grant Agreement issued to executive officers under the 2007 Stock Incentive Plan, incorporated by
reference to Exhibit 10.6 to Form 10-Q for the quarter ended December 29, 2007 filed on February 5, 2008 (File No. 1-6544).

10.26† — Form of Stock Option Grant Agreement issued to Robert C. Kreidler effective October 5, 2009 under the 2007 Stock
Incentive Plan, incorporated by reference to Exhibit 10.5 to Form 10-Q for the quarter ended September 26, 2009 filed on
November 3, 2009 (File No. 1-6544).

10.27† — Form of Restricted Stock Unit Award Agreement issued to Robert C. Kreidler effective October 5, 2009 under the 2007 Stock
Incentive Plan, incorporated by reference to Exhibit 10.6 to Form 10-Q for the quarter ended September 26, 2009 filed on
November 3, 2009 (File No. 1-6544).

10.28† — Form of Restricted Stock Unit Award Agreement issued to executive officers under the 2007 Stock Incentive Plan,
incorporated by reference to Exhibit 10.7 to Form 10-Q for the quarter ended September 26, 2009 filed on November 3,
2009 (File No. 1-6544).

10.29† — Restricted Stock Award Agreement issued to Kenneth F. Spitler on January 17, 2009 under the 2007 Stock Incentive Plan,
incorporated by reference to Exhibit 10.3 to Form 10-Q for the quarter ended March 28, 2009 filed on May 5, 2009 (File
No. 1-6544).

10.30† — First Amendment to Restricted Stock Award Agreement between Sysco Corporation and Kenneth F. Spitler dated
February 16, 2010, incorporated by reference to Exhibit 10.2 to Form 10-Q for the quarter ended March 27, 2010 filed
on May 4, 2010 (File No. 1-6544).

10.31† — Amended and Restated 2004 Cash Performance Unit Plan (formerly known as the 2004 Long-Term Incentive Cash Plan and
the 2004 Mid-Term Incentive Plan), incorporated by reference to Exhibit 10.4 to Form 10-Q for the quarter ended
December 29, 2007 filed on February 5, 2008 (File No. 1-6544).

10.32† — First Amendment to the Fiscal Year 2008 Mid-Term Incentive Program dated September 11, 2008, incorporated by reference
to Exhibit 10.1 to Form 10-Q for the quarter ended September 27, 2008 filed on November 4, 2008 (File No. 1-6544).

10.33† — Form of Performance Unit Grant Agreement issued to executive officers effective October 16, 2008, under the 2004 Cash
Performance Unit Plan, incorporated by reference to Exhibit 10.2 to Form 10-Q for the quarter ended September 27, 2008
filed on November 4, 2008 (File No. 1-6544).

10.34† — First Amended and Restated 2008 Cash Performance Unit Plan, incorporated by reference to Exhibit 10.2 to Form 10-Q for
the quarter ended September 26, 2009 filed on November 3, 2009 (File No. 1-6544).
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10.35†# — Form of Performance Unit Grant Agreement issued to executive officers effective November 10, 2009, under the First
Amended and Restated 2008 Cash Performance Unit Plan.

10.36† — First Amended and Restated 2005 Management Incentive Plan, incorporated by reference to Exhibit 10.34 to Form 10-K for
the year ended July 28, 2008 filed on August 26, 2008 (File No. 1-6544).

10.37† — Form of Fiscal Year 2010 Bonus Award for the Chief Executive Officer and Chief Financial Officer, President and Chief
Operating Officer, and Executive Vice Presidents under the First Amended and Restated 2005 Management Incentive Plan,
incorporated by reference to Exhibit 10.38 to Form 10-K for the year ended June 27, 2009 filed on August 25, 2009 (File
No. 1-6544).

10.38† — 2009 Management Incentive Plan, incorporated by reference to Annex C to the Sysco Corporation Proxy Statement filed on
October 8, 2009 (File No. 1-6544).

10.39†# — Form of Fiscal Year 2011 Bonus Award for the Chief Executive Officer and Executive Vice Presidents (including the Chief
Financial Officer) under the 2009 Management Incentive Plan.

10.40† — First Amended and Restated Executive Severance Agreement dated December 23, 2008 between Sysco Corporation and
Kenneth F. Spitler, incorporated by reference to Exhibit 10.5 to Form 10-Q for the quarter ended December 27, 2008 filed on
February 3, 2009 (File No. 1-6544).

10.41† — Transition and Early Retirement Agreement between Sysco Corporation and Kenneth F. Spitler effective February 24, 2010,
incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended March 27, 2010 filed on May 4, 2010 (File
No. 1-6544).

10.42† — Transition and Early Retirement Agreement between Sysco Corporation and Stephen F. Smith effective March 25, 2010,
incorporated by reference to Exhibit 10.3 to Form 10-Q for the quarter ended March 27, 2010 filed on May 4, 2010 (File
No. 1-6544).

10.43† — Letter agreement dated September 1, 2009 between Sysco Corporation and Robert C. Kreidler regarding compensation and
relocation expenses, incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended September 26, 2009 filed
on November 3, 2009 (File No. 1-6544).

10.44†# — Description of Compensation Arrangements with Named Executive Officers.

10.45† — Sysco Corporation Amended and Restated Non-Employee Directors Stock Option Plan, incorporated by reference to
Exhibit 10(g) to Form 10-K for the year ended June 28, 1997 (File No. 1-6544).

10.46† — Amendment to the Amended and Restated Non-Employee Directors Stock Option Plan dated effective November 5, 1998,
incorporated by reference to Exhibit 10(i) to Form 10-K for the year ended July 3, 1999 (File No. 1-6544).

10.47† — Amended and Restated Non-Employee Directors Stock Plan, incorporated by reference to Appendix B to Proxy Statement
filed on September 24, 2001 (File No. 1-6544).

10.48† — Form of Stock Option Grant Agreement issued to non-employee directors on September 3, 2004 under the Non-Employee
Directors Stock Plan, incorporated by reference to Exhibit 10(b) to Form 8-K field on September 9, 2004 (File No. 1-6544).

10.49† — Form of Retainer Stock Agreement for issuance to Non-Employee Directors under the Non-Employee Directors Stock Plan,
incorporated by reference to Exhibit 10(a) to Form 10-Q for the quarter ended January 1, 2005 filed on February 10, 2005 (File
No. 1-6544).

10.50† — Amended and Restated 2005 Non-Employee Directors Stock Plan, incorporated by reference to Exhibit 10.1 to Form 10-Q for
the quarter ended December 29, 2007 filed on February 5, 2008 (File No. 1-6544).

10.51† — First Amendment to the Amended and Restated 2005 Non-Employee Directors Stock Plan effective June 28, 2009,
incorporated by reference to Exhibit 10.51 to Form 10-K for the year ended June 27, 2009 filed on August 25, 2009 (File
No. 1-6544).

10.52† — Form of Option Grant Agreement under the 2005 Non-Employee Directors Stock Plan, incorporated by reference to
Exhibit 10(i) to Form 10-Q for the quarter ended December 31, 2005 filed on February 9, 2006 (File No. 1-6544).

10.53† — Form of Restricted Stock Grant Agreement under the 2005 Non-Employee Directors Stock Plan, incorporated by reference to
Exhibit 10(j) to Form 10-Q for the quarter ended December 31, 2005 filed on February 9, 2006 (File No. 1-6544).

10.54† — Form of Restricted Stock Agreement under the Amended and Restated 2005 Non-Employee Directors Stock Plan,
incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended March 29, 2008 filed on May 6, 2008
(File No. 1-6544).

10.55† — 2009 Non-Employee Directors Stock Plan, incorporated by reference to Annex A to the Sysco Corporation Proxy Statement
filed October 8, 2009 (File No. 1-6544).

10.56† — Second Amended and Restated Board of Directors Deferred Compensation Plan dated April 1, 2002, incorporated by
reference to Exhibit 10(aa) to Form 10-K for the year ended June 29, 2002 filed on September 25, 2002 (File No. 1-6544).

10.57† — First Amendment to Second Amended and Restated Board of Directors Deferred Compensation Plan dated July 12, 2002,
incorporated by reference to Exhibit 10(bb) to Form 10-K for the year ended June 29, 2002 filed on September 25, 2002 (File
No. 1-6544).

10.58† — Second Amendment to the Second Amended and Restated Sysco Corporation Board of Directors Deferred Compensation
Plan, incorporated by reference to Exhibit 10(k) to Form 10-Q for the quarter ended December 31, 2005 filed on February 9,
2006 (File No. 1-6544).

10.59† — Second Amended and Restated Sysco Corporation 2005 Board of Directors Deferred Compensation Plan, incorporated by
reference to Exhibit 10.59 to Form 10-K for the year ended July 28, 2008 filed on August 26, 2008 (File No. 1-6544).

10.60† — 2009 Board of Directors Stock Deferral Plan, incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended
December 26, 2009 filed on February 2, 2010 (File No. 1-6544).

10.61† — Description of Compensation Arrangements with Non-Employee Directors, including the Non-Executive Chairman,
incorporated by reference to Exhibit 10.2 to Form 10-Q for the quarter ended December 26, 2009 filed on February 2,
2010 (File No. 1-6544).

10.62† — Form of Indemnification Agreement with Non-Employee Directors, incorporated by reference to Exhibit 10.61 to Form 10-K
for the year ended July 28, 2008 filed on August 26, 2008 (File No. 1-6544).

21.1# — Subsidiaries of the Registrant.

23.1# — Consent of Independent Registered Public Accounting Firm.
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31.1# — CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2# — CFO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1# — CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2# — CFO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.1# — The following financial information from Sysco Corporation’s Annual Report on Form 10-K for the year ended July 3, 2010
filed with the SEC on August 31, 2010, formatted in XBRL includes:(i) Consolidated Balance Sheets as of July 3, 2010 and
June 27, 2009, (ii) Consolidated Results of Operations for the periods ended July 3, 2010, June 27, 2009 and June 28, 2008,
(iii) Consolidated Shareholders’ Equity for the periods ended July 3, 2010, June 27, 2009 and June 28, 2008,
(iv) Consolidated Cash Flows for the periods ended July 3, 2010, June 27, 2009 and June 28, 2008, and(v) the Notes
to Consolidated Financial Statements.

† Executive Compensation Arrangement pursuant to 601(b)(10)(iii)(A) of Regulation S-K

# Filed Herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Sysco Corporation has duly caused this Form 10-K

to be signed on its behalf by the undersigned, thereunto duly authorized, on this 31st day of August, 2010.

SYSCO CORPORATION

By /s/ WILLIAM J. DELANEY

William J. DeLaney

President and

Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the

Registrant in the capacities indicated and on the date indicated above.

PRINCIPAL EXECUTIVE, FINANCIAL & ACCOUNTING OFFICERS:

/s/ WILLIAM J. DELANEY

William J. DeLaney

President and Chief Executive Officer
(principal executive officer)

/s/ ROBERT C. KREIDLER

Robert C. Kreidler

Executive Vice President and Chief Financial Officer
(principal financial officer)

/s/ G. MITCHELL ELMER

G. Mitchell Elmer

Senior Vice President, Controller and Chief Accounting Officer
(principal accounting officer)

DIRECTORS:

/s/ JOHN M. CASSADAY /s/ HANS-JOACHIM KOERBER

John M. Cassaday Hans-Joachim Koerber

/s/ JUDITH B. CRAVEN /s/ NANCY S. NEWCOMB

Judith B. Craven Nancy S. Newcomb

/s/ WILLIAM J. DELANEY /s/ PHYLLIS S. SEWELL

William J. DeLaney Phyllis S. Sewell

/s/ MANUEL A. FERNANDEZ /s/ RICHARD G. TILGHMAN

Manuel A. Fernandez Richard G. Tilghman

/s/ JONATHAN GOLDEN /s/ JACKIE M. WARD

Jonathan Golden Jackie M. Ward

/s/ JOSEPH A. HAFNER, JR.

Joseph A. Hafner, Jr.
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Design:	SAVAGE,	Branding	+	Corporate	Design,	Houston,	Texas

Corporate Offices
Sysco	Corporation	
1390	Enclave	Parkway	
Houston,	TX	77077-2099	
281.584.1390	
www.sysco.com

Annual Shareholders’ Meeting
The	Houstonian	Hotel	
111	North	Post	Oak	Lane	
Houston,	TX	77024		
November	12,	2010	at	10:00	a.m.

Independent Accountants
Ernst	&	Young	LLP	
Houston,	TX

Transfer Agent and Registrar
American	Stock	Transfer		
&	Trust	Company	
59	Maiden	Lane	
Plaza	Level	
New	York,	NY	10038	
1.888.CALLSYY	(1.888.225.5799)	
www.amstock.com

Investor Contact
Mr.	Neil	A.	Russell	II	
Vice	President,		
Investor	Relations	
281.584.1308

COMMON STOCK AND  
DIVIDEND INFORMATION
Sysco’s	common	stock	is	traded	on	the	New	York	
Stock	Exchange	under	the	symbol	“SYY”.	The	
company	has	consistently	paid	quarterly	cash	
dividends	on	its	common	stock	and	has	increased	
the	dividend	in	every	fiscal	year	since	its	found-
ing	as	a	public	company	40	years	ago.	The	current	
quarterly	cash	dividend	is	$0.25	per	share.

DIVIDEND REINVESTMENT PLAN WITH  
OPTIONAL CASH PURCHASE FEATURE
Sysco’s	Dividend	Reinvestment	Plan	provides	
a convenient	way	for	shareholders	of	record	
to reinvest	quarterly	cash	dividends	in	Sysco	
shares automatically,	with	no	service	charge	
or brokerage	commissions.

The	Plan	also	permits	registered	shareholders	
to invest	additional	money	to	purchase	shares.	
In addition,	certificates	may	be	deposited	
directly	into	a	Plan	account	for	safekeeping	
and may	be	sold directly	through	the	Plan	for	
a modest	fee.

Shareholders	desiring	information	about	the	
Dividend	Reinvestment	Plan	with	Optional	
Cash Purchase	Feature	may	obtain	a	brochure	
and	enrollment	form	by	contacting	the	Transfer	
Agent	and	Registrar,	American	Stock	Transfer	&	
Trust	Company	at	1.888.225.5799.

FORWARD-LOOKING STATEMENTS
Certain	statements	made	herein	are	forward-
looking	statements	under	the	Private	Securities	
Litigation	Reform	Act	of	1995.	They	include	
statements	about	our	ability	to	capitalize	on	
opportunities	moving	forward	because	of	our	
strong	operating	cash	flow	and	balance	sheet,	
our	ability	to	improve	operational	efficiency	and	
lower	our	cost	structure	by	further	refining	our	
distribution	systems	to	reduce	miles	driven	
and energy	used,	expectations	that	the	realign-
ment	of	our	broadline	structure,	combined	with	
changes	in	our	leadership,	will	enhance	our		
go-to-market	strategy,	allow	us	to	more	effec-
tively	implement	our	business	transformation,	
strengthen	customer	relationships,	improve	
our approach	to	future	acquisitions	and	further	
develop	our	leaders,	and	our	expectations	
regarding	initiatives	that	will	drive	further		
productivity	and	profitability	improvements.

These	statements	are	based	on	management’s	
current	expectations	and	estimates;	actual	
results	may	differ	materially.	Our	ability	to	capi-
talize	on	opportunities	moving	forward	because	
of	our	strong	operating	cash	flow	and	balance	
sheet	may	be	impacted	by	unexpected	changes	
in	the	various	inputs	that	make	up	our	financial	
statements,	including	sales,	operating	expenses	
and	capital	requirements,	and	our	capital	and	
operational	needs	may	change	based	on	general	
economic	conditions	and	future	strategic	deci-
sions	regarding	the	best	overall	use	of	our	
resources.	Our	ability	to	improve	operational	
efficiency	and	lower	our	cost	structure	by	fur-
ther	refining	our	distribution	systems	to	reduce	
miles	driven	and	energy	used	may	be impacted	
by	higher	than	expected	costs	and	other	unfore-
seen	issues	with	implementation	associated	
with	the	refinement	of	our	distribution	systems,	
and	our	ability	to	lower	the	related	cost	struc-
ture	may	be	impacted	by	rising	fuel	prices,	labor	
issues	and	governmental	regulation.	Expecta-
tions	regarding	the	realignment	of	our	broadline	
structure	and	changes	in	our	leadership	may	be	
impacted	by	difficulties	in	restructuring,	which	
may	prove	more	costly	in	the	near-term	than	
expected,	and	the	transitions	within	our	leader-
ship	team	may create	near-term	inefficiencies	
related	to	new	reporting	structures	and	teams	
within	our	company’s	management.	Certain		
initiatives	that	are	expected	to	drive	further	
productivity	and	profitability	improvements	
may	take	longer	than	expected	to	achieve	and	
such	improvements	may	be	impacted	by	general	
economic	conditions	and	actions	by	our suppliers,	
customers	and	competitors	that	are	beyond	our	
control.	For	a	discussion	of	additional	risks	and	
uncertainties	that	could	cause	actual	results	
to differ	from	those	contained	in	the	forward-
looking	statements,	see	the	“Risk	Factors”		
section	of Sysco’s	Annual	Report	on	Form	10-K	
for	the	fiscal	year	ended	July	3,	2010,	which	is	
included	in	this	Annual	Report.

FORM 10-K AND FINANCIAL INFORMATION
A	copy	of	the	fiscal	2010	Annual	Report	on	
Form 10-K,	including	the	financial	statements,	
without	exhibits,	as	well	as	copies	of	other	
financial	reports	and	company	literature,	
may be	obtained	without	charge	upon	written	
request	to	the	Investor	Relations	Department,	
Sysco	Corporation,	at	the	corporate	offices	
listed above,	or	by	calling	1.800.337.9726.	
This information,	which	is	included	in	this	
Annual	Report,	also	may	be	found	on	our		
website	at	www.sysco.com	in	the	investor		
relations	section.

Shareholder Information



1390	Enclave	Parkway
Houston,	Texas	77077-2099

281.584.1390
www.sysco.com

Printed on FSC-certified,  
100% post-consumer  
recycled paper, and paper  
made from environmentally 
responsible Eucalyptus pulp.

The use of 100% post-consumer 
recycled fiber in the printing of  
this report saved:

• 54,925 lbs of wood
• 85,205 gallons of water
• 55 million BTUs of energy
• 16,653 lbs of emissions
• 4,870 lbs of solid waste

Source: Environmental Defense


	Front Cover
	Financial Highlights
	Letter to Shareholders
	Sysco At A Glance
	Directors & Officers
	Financials
	Eleven-Year Summary of Operations and Related Information
	10-K: PART I
	Item 1. Business
	Item 1A. Risk Factors
	Item 1B. Unresolved Staff Comments
	Item 2. Properties
	Item 3. Legal Proceedings

	10-K: PART II
	Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Repurchases of Equity Securities
	Item 6. Selected Financial Data
	Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
	Item 7A. Quantitative and Qualitative Disclosures About Market Risk
	Item 8. Financial Statements and Supplementary Data
	Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
	Item 9A. Controls and Procedures
	Item 9B. Other Information

	10-K: PART III
	Item 10. Directors, Executive Officers and Corporate Governance
	Item 11. Executive Compensation
	Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
	Item 13. Certain Relationships and Related Transactions, and Director Independence
	Item 14. Principal Accounting Fees and Services

	10-K: PART IV
	Item 15. Exhibits

	Signatures
	Shareholder Information




