1. Indicate the change for the most recent year, which will be 2007, (in percentages) for the following:
a.
Net revenue



c.
Cash dividends

b.
Net income



d.
Total assets

[image: image1.png]Selected Financial Data n miions except per share amounts, unauditec)

Fist Seond  Thrd  Fowth
Quarterly Quarter _Quarter _Quarter_Quarter
Net revenue
2007 $7350 $9,607 $10,171 $12,346
2006 $6719 38714 $9,134 $10,570
Gross profit
2007 54,065 $5265 $5544 96,562
2006 $3757 $4852 $5026 $5740
Restructuring and impairment charges®
2007 - - - sim
2006 - - - s&r
Tax benefits®
2007 = - $(15) 014
2006 = = - $(602)
Net income
2007 $1.09 $1557 $§1.743 $1.262
2006 $947_$1375 $1.494 $1.826
Net income per common share — basic
2007 067 5096 $1.08  $078
2006 5057 3083 $090  §1.11
Net income per common share — diluted
2007 5065 3094 $1.06  $0.77
2006 5056 $081  $089  $1.09
Cash dividends declared per common share
2007 5030 30375 $0375 $0.375
2006 5026 3030 $030  $0.30
2007 stock price per share®
High $6554 $69.64 $§70.25 $79.00
Low $6189 $6257 $64.25 $68.02
Close $64.09 $66.68 $67.98 $77.03
2006 stock price per share®
High $6055 96119 $65.99 $65.99
Low $56.00 $56.51 $58.65 $61.15
Close $5934 $50.70 $6473 $6255

2006 resulsreflectour change in reporting calendars of cerain operating unts

within PL

(@) The restucturing and impairment charge in 2007 was $102 million
(570 million or $0.04 per siare atertax). The estructring and impaimert
charge in 2006 ves $67 millon ($43 millon or $0.03 pershare afterta)
See Note 3

(b)1n 2007, represents non-cash tax benefts related o the favorable resclution
of cerain foreign tax matters ) 2006, represents non-cash tax berefits
primarilyrelated tothe IRS's examination o our consolidated income tax
feturns for the years 1998 through 2002. See Note 5.

(0 Represents the composite high and low sales price and quarterly closing prices
forone share of PepsiCo common stock.

Five-Year Summary 2007 2006 2005
Net revenue $39,474 $35,137 $32.562
Netincome $5,658 95642 $4,078
Income per common share — basic $348 $342 9203
Income per common share —diuted  $3.41  $334  $2.39
Cash dividends declared per

common share $1.425  $1.16  $1.01
Total assets $34,628 $29930 $31.727
Long-term debt $4,203 $2550 $2313
Returm on invested capital® 28.9% 304% 22.7%
Five-Year Summary (cont) 2004 2003
et revente 29,261 $26,971
Income from continuing operations $4,174 $3,568
Netincome $4212 $3,568
Income per common share — basic,

continuing operations $245 5207
Income per common share — diluted,

continuing operations $241 5205
Cash dividends declared per common share 085 5063
Total assets $27,987 $25327
Long-term debt $2397 $1,702
Return on invested capital® 27.4%  21.5%

(e) Return on invested capital is defined as adjusted net income diided by the
sum of average shareholders”equity and average total debt. Adjusted et
income i defined as net ncome plus et nterest expense aftertax. Net
iterest xpense after-tax was $63 millon in 2007, §72 millon in 2006,
$62 millon in 2005, $60 millon in 2004 and $72 millon n 2003,

« Includes restructuring and impairment charges of:
2007 2006 005 004 2003

Pretax $102 %7 $8 $1S0 $47
Afertax $70 843§ 996 $100
Per share 5004 $003 5003 $006  $006

« Includes Quaker mergereleted costs of:

2003
Pretax $59
Afertax 2
Per share 5002

11 2007, we recognized $129 milon (50.08 per share) of non-cash tax berefits
related 1 the favorabe resolution o cetain foregn tax mattrs. In 2006, we
recogrized non-cash tax beneits of $502 illon (80.36 per share) prmariy in
connection with the IRS's examination of ourconsolidated income ta returs
for the years 1998 thiough 2002 I 2005, we recorded income tax expense
of $460 millon (50.27 per share) reeted to our repatiation of earnings in
connection with the AICA. In 2004, we reached agreement with the IS for an
open ssue related to our discortinued restaurant operatons which resuted in
atax beneft of $38 million (§0.02 pershare).

 0n December 30, 2006, we adopted SFAS 158 which recuce total assets by
$2,016 millon, total common shareholders’ equity by $1,643 million and total
liabiltes by $373 millon.

 The 2005 fiscal year consisted o 53 weeks compared to 52 wesks n our normal
fiscalyea.The 531 week ncreased 2005 net evenue by an estimated
$418 million and net income by an estimated 457 millon (40.03 per share).




2. What percent of “Net Revenue” and “Division Operating Profit” is provided by FritoLay North America?

[image: image2.png]2007

Percentage
Operating Profit Reconcilation 2007 2005 of Total
ity North Amefica Operating Froft 2885 %2615 3%
Quaker Foods Horth America Operating Profit 568 554 7
Latin America oods Operating Profit 4 655 9
PepsiCo Americas Beveroges Operating rofit 2,487 2315 31
United Kingeom & Erope Operating Froft m 0 10
Midde East Afca &Asia Operating roft 535 01 7
PepsiCo TotalDivsion Operating Froft 293 0 _100%
Impact o Corporate Unalocated 053 0m
Tota PepsCo Reported Operating Poft $1170 86502
Net income Recondiliation 2007 2006 Gowh
Repoted Net ncome §5.658 8564 -
Tax Benefts 029 60
Restuctuing and Impairment Charges ) s
NetIncome Exclcing abave fems §5.599 5065 1%
2007
Diluted EPS Reconcllation 2007 2006 Growth 2005
Reported Diued EFS $341  $34 2% $239
Tax Benefts 008 (037)
AJCATax Charge 027
Exra ek ©003)
Restucturing and Impairment Charges 004 003 003
Dilted £PS Exchdng sbove ems__ $338*_ $300  13%  _§266

“Does not sum due to rounding,




3. Write a two-sentence summary of the below two paragraphs:
At PepsiCo, our actions — the actions of all our associates — are governed by our Worldwide Code of Conduct. This code is clearly aligned with our stated values — a commitment to sustained growth, through empowered people, operating with responsibility and building trust. Both the code and our core values enable us to operate with integrity — both within the letter and the spirit of the law. Our code of conduct is reinforced consistently at all levels and in all countries. We have maintained strong governance policies and practices for many years.

The management of PepsiCo is responsible for the objectivity and integrity of our consolidated financial statements. The Audit Committee of the Board of Directors has engaged independent registered public accounting firm, KPMG LLP, to audit our consolidated financial statements and they have expressed an unqualified opinion.
4. Based on the “Operating Results” for the 2005 and 2006, write a brief summary of the following changes:

a. Net revenue.

b. GAAP earnings per common share.

c. Total assets.

d. Long-term debt.
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5. Separately find the “GAAP net income” and “total stockholders’s equity” for each year and compute the ratio between the two for the five years. Should investors be pleased with the pattern being shown here? Is the company’s strength continuing?
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