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Quaker Onts Limted

Directors' report
The Directors present their report and the audited financial statements for the period ending 30 December 2006

Principal activities .
The pnncipal activity 1s the processing and sale of grocery products

Business review
Tumover increased by 13%, pnmanly reflecting an increase in volume

Gross profit increased 44% 1o £66 766 000
Operaung profit decreased by £12,899,000 to £10,558 000 The prior period benefited by £15,104,000 of non recumng income

Results and dividends
The profit for the penod was £8,957,000 (2005 £19 975 000) The dwectors do not recommend the payment of a dividend (2005 Nil)

Market value of land and buildings
In the opimen of the directors the market value of land and buildings exceeds 1ts book value

Directors
The directors who held office dunng the penod were as follows i

SW Fraser

M McGowan

A Ahmed (appointed 1 November 2007)
M Wilhams (resigned 1 November 2007)
L Prescon-Brann {resigned 3! March 2006}
CE Stone {appomnted 20 March 2006}
ME Bamard {appointed 20 March 2006}

Creditor pay ment policy

The company values 1ts relationship with 1ts many supplers  As part of meetnng 1ts obligations under each purchase transacton the
company s policy is to pay amounts due for settlement in accordance with the negonated terms of trade

Employee communication and policy
The company follow s an employment policy of non-discnimination on the grounds of sex, race or age and gives full and farr
consideration to the employment of disabled people

The company promates a positive atutude by ensuring that recruitment staff are fully conversant with the stautory provisions on
discrimnarion and by giving full and fair consideranon to applications for employment by disabled people, having regard to thewr
particular aptitudes and abihties  Wherever possible, arrangements are made 10 retain and assist employees wha become disabled dunng
service and disabled people have equal opportunities with other employees for tranung, career progression and promotion

The company provides all employees with information on 1ts progress  regular internal newspapers and videos  Group briefings and
indrvidual employee consulianons are also held In addinon, PepsiCo Group operates a share optien scheme, which all full ume
employees of this company are eligible to participate 1n

Disclosure of informanon to auditors

The directors who held office at the date of approval of this Directors’ report confirm that so far as they are each aware there 1s no
relevant audit informaton of which the company's auditors are unaware and each directar has taken all the steps that they cught to have
taken as a director to make themselves aware of any relevant audit information and to establish that the company's audstors are aware of
that information

Auditors
Pursuant to a shareholders’ resolution the company 15 not obliged to reappomnt 1ts auditors annually and KPMG LLP will therefore
continue 1n office

By order of the board

AY. Awd

A Ahmed 1600 Arlington Business Parh
Director Theale
Readmg

3+ January 2008 RG7 4SA




Quaher Oats Limited

Statement of directors’ responsibilities 1n respect of the directors’ report and financial statements

The dircctors are responsible for preparing the Directors’ report and the financial statements 1 accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
clected to prepare the financial statements i accordance with UK Accounting Standards

The financial statements are required by law to give a true and fair view of the state of affairs of the company and ot the profit
or loss of the company for that perod

In preparing these financial statements, the directors are required to
- select suitable accounting policies and then apply them consistently.
- make judgments and estimates that are reasonable and prudent,

- state whether applicable UK Accounting Standards have been followed, subject to any matertal departures disclosed and
explamed n the financial statements and

- prepare the financial statements on the going concern basis uniess 1t 15 nappropnate io presume that the company will
continue 1n business

The directors are responsible for keeping proper accounting records that disclose wath reasonable accuracy at any tume the
financial position of the company and enable them to ensure that 1s financial statements comply with the Compantes Act 1685
They have general responsibility for taking such steps as are reasonably open to them to safeguard the asscts of the company
and to prevent and detect fraud and other irregularities
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’ KPMG LLP

Arlington Business Park
Theale

Reading

RG7 4SD

United Kingdom

Independent auditors’ report to the members of Quaker Oats Limited

We have audited the financial statements of Quaker Oats Limited for the year ended 30 December 2006 which comprise
the Profit and Loss Account, the Balance Sheet, the Statement of total recogmised gains and losses and the related notes
These financial statements have been prepared under the accounting policies set out theremn

This report 15 made solely 1o the company’s members, as a body, 1n accordance with section 235 of the Companies Act
1985 Our audit work has been undertaken so that we mught state to the company’s members those matlers we are
required to state to them in an auditor’s report and {or no other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s members as a body, for our audit
work, for this report, or for the optnions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors’
responsibilities on page 2

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
Internattonal Standards on Auditing (UK and Ireland)

We report (0 you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companmies Act 1985 We also report to you whether in our opinion the mformation grven i the
Directors’ report 1s consistent with the financial statements

In addition we report to you 1f, in our opimion, the company has not kept proper accounting records, 1f we have not
recetved all the information and explanations we require for our audit, or 1f information specified by taw regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ report and consider the implications for our report if we become aware of any apparent
misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures i
the financial statements It also includes an assessment of the signtficant estumates and judgments made by the directors
in the preparation of the financial statements, and of whether the accounting policies are apprepriate to the company’s
circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the informatton and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or other irregulanity or error  In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements

Opmion
In our opinion

¢ the financial statements give a true and fair view, in accordance with UK Generally Accepted Accounting Practice,
of the state of the company’s affairs as at 30 December 2006 and of its profit for the period then ended,

¢ the financial statements have been properly prepared 1n accordance with the Companies Act 1985, and

e the information given 1n the Directors’ report 1s consistent with the financial statements

W
KPMG LLP (/ et CEN)NB 2008

Chartered Accountants
Registered Auditor




Quaker Oats Limited

Profit and loss account
Jor the pertod ended 30 December 2006

Note 2006 2005
£000 £000
{as restated)

Turnover 2 144,940 127 921
Cost of sales (78,174) (81,713
Gross profit 66,766 46,208
Selling and distnbution expenses {50,031) {27,425
Admnistrative expenses (9,174) (8,219)
Other operating expenses 3 (436) (2.15D)
Other operating icome 4 3,433 15,044
Operating profit 10,558 23,457
Intercst payable and simular charges 5 €))] (1
[nterest receivable and similar income 6 483 -

Profit on ordinary activities before taxation 7 11,037 23 446
Taxation on profit on ordinary activities 10 (2.080} 347D
Profit on ordinary activities after taxation 19 8,957 19 975

There 15 no difference between the profits stated above, and therr historical cost equivalents
All activities are denved from continuing operations

Statement of total recogmsed gawns and losses
Jor the period ended 30 December 2006

2006 2005
£'000 £'000

(as restated)

Profit for the financial period 8.957 19975
Exchange loss (22) -

8,935 19.975

Prior penod adjustment 19 (436)

Total gans and losses recognised since the last annual report 8,499




Quaker Qats Limited

Balance sheet
at 30 December 2006

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Debtors amounts falling due wathun one year
Cash at bank and 1n hand

Total current assets

Creditors amounts falling due within one year
Net current assets

Total assets less current habihes

Provisions for habibties and charges

Net assels

Capital and reserves
Called up share capital
Share prenuum account
Profit and loss reserve

Total shareholders' funds

Note

11
12
13

14
15

17

18

19

19

20

2006 2005
£'000 £'000
(as restated)

8,761 20827
4,984 4,984
13,745 25,811
6,893 3471
26,020 45,758
56,996 1,450
89,909 50,679
{41,736) (23,313)
48,173 27,366
61918 53,1717
(578) (922)
61,340 52 255
500 500
4,785 4 785
56,055 36 970
61,340 52255

These financial statements were approved by the board of directors on 21{ January 2008 and were signed on 115

behalf by

AY A

A Ahmed
Director




Quaker Oats I imited

“otes
(forming part of the financial statements}

1 Accounting policies

The following accounting policies have been applied consistently (n deahing with ttems, which are considered matenal it relaton to the company s
financial statements except as, noted below

Basts of preparation

These financial statements have been prepared under the tustonical cost comvention and 1n accordance with apphcable aceounting standards

Implementanon of new financial reportng standards

In these financia! statemnents the following new standards have been applied for the first tme
FRS 20 "Share based payments”

FRS 25 "Financial Instruments Disclosure and presentation”

FRS 26 "Financial Instruments Measurement”

As a result of the smplementation of FRS 20 ‘Share-based paviments the comparative figures have been restated to mclude the 1equirements of the
standard The accounting pohicy under this new standard 15 disclosed below

I'he impact of the implementation of FRS 25 and FRS 26 1s £ml (2005 £ml)

Cash flow starement
Under Financial Reporting Standard 1 (Rewvised) the company 1 exempt fiom the requirement (¢ prepare a cash flow statement on the giounds that 2
parent undertahing includes the company 1n 1ts own published consolidated financial statements

I eases

Rentals under operating leases are charged on a straight-line basis over the lease term even 1f the pavments are not made on such a basis

Penston costs

The company participates 1n the Quaker Pension Scheme, which 15 a defined benefit scheme run by Quaker Trading Limited The companv also
contnbutes 1o a group defined contnbution scheme formerly run by Quaker Ol Lrading Limited but now run by Quaher lrading Limuted

The amount charged to the profit and lass account for both schemes represents the amounts recharged by Quaker Trading Lirited in respect of the
dccounting period

Turnover

Turnosver represents amounts recervable fon goods and services provided 1n the normat course of business net of zade discounts VAT and other sales
related taxes to third parties

Related party disclosure

Under Financial Reporting Standard 8, the company 15 exempt from the requirement to disclose related party transactions with member s ot the same
group on the grounds that 90% or more of the voting nghts are controlled within the group

Stocks

Stocks are stated at the jower of cost and net realisable value  Cost includes materzals, direct labour and an attniutable proportion of manufactuing
overheads based un normal levels of activity  Net realisable value 1s based on estmated selling price less further costs expected o be wneurred ©
complenon and disposal Prowision 15 made for obsolete stow-moving or defective items where applopnate

Foregn currene)

Tiensactions denominated 1n foreign currencies are recorded at the exchange rates prevailing at the dates of the transactions

Monetary assets and liabilities denomunated i foreign currencies at the current year-end are transiated at the year-end exchange rate  Any gain or loss
ansing fiom a change n exchange rates subsequent to the date of the tansaction is included n the profit and loss account

Share based payments

The share aptien programme allows employees to acquire shares n PepsiCo [n¢ the ultimate parent company The fair value of options granted (after
7 November 2002 and those not ye1 vested as at 1 January 2006) 15 recognised as an employee expense With a corresponding incredse 10 equity I'he
farr value 15 measured at grant date and spread over the penod during which the employees become uncondiionally entitled to the options The fair
value of the options granted 15 measured using a Black-Scholes pnicing model, taking 1nto account the terms and condiions upoen which the vptions
were granted




Quaker Oats | imited

Nates
{forming part of the financial statements)
1 Accounting policies (comtmned}

Classification of financial instruments issucd by the company

Followtng the adoption of FRS 25, financial instruments 1ssied by the company are treated as equity (1 ¢ formung part of sharehalders finds) only to
the extent that they meet the following two conditons

a) they uxlude no contractual obligations upon the company to deliver cash or other financial assets or to exchange financial assets or financial
liabilittes with anather partv under condirons that are potentialty unfavourzble to the company; and

b) where the instrument will or may be settled 1n the company's own equity instruments, i1 1s etther a non-derivative that includes no obligation to
deliver a vanable number of the company’s own equnty instruments or 15 a denvative that wall be settled by the company s exchanging a fixed amount
of cash or other financial assets for a fixed number of 1ts own equity instruments

To the extent that this defimtion 1s not met, the proceeds of 1ssue are classified as a financial hab:hitv Where the instrument so classifted takes the
legat form of the company s own shares the amounts presented n these financial statements for called up share capital and share premium account
exclude amounts 1o relation to those shares

Finance pavments associated with financial liabilities are dealt with a5 part of interest payable and sumilar charges  Finance payments associated with
financizl instruments that are tassified as part of sharcholders” funds, are dealt with as uppropriations in the reconcihation of movements 1n
shareholders funds

1 nxation

Corporatton tax 15 charged on the profit on ordinary activaties for the year as adjusted for taxation purposes

Financial Reporting Standard 19 requires that deferred tax 1s provided in full en tming differences that result :n an cbhigauon at the batance sheet date
to pay more tax or a nght to pay less tax at a future date at Tates expected (o apply when they crystaliise, based on current tax rates and the law whlst

taking account of the currently enacted 1egulanon  Tarming differences anse from the (nelusion of income and expenditure 1n taxation computanons in
penods differen: from those in whuch they are included 11 the financal statements

2 Segmontul information

2006 2005
By class of bustness £000 £1000
Cereals 144,940 127,921
2006 2005
Geographical destinahon £'000 £'000
31 8 91,254 §7 146
Eurcpe 42,283 40 775
Rest of world 11,403 -
144.940 127 921
3 Other operating expenses
2006 2005
£'000 £000
{as restated}
Royalty payments to associated company 436 533
Lass on disposal of tangible fixed assets (note 7) - 1560
Miscellaneous write offs - 53
436 2,151
4 Other operating income
2006 2005
£'000 £000
Sate of inteflectual property nghts 351 13,470
Gamn on chsposal of tangble fixed assets (note 7) 2,548 -
Insurance proceeds recerved - 1,550
Other muscellaneous ncome 534 24
3433 15.044
5 Interest payable and simular charges
2006 2005
£'900 £1000
Exchange loss 4 11
6 Iatcrest receivable and similar tncome
2006 2005
£000 £000

Interest receivable from group companies 483 -




Quaker Oats Limited

Nates
(forming part of the financial statements}

7

b

N

Profit on ordinary activities before taxation
Profit on ordinary activintes before taxation 1s stated after charging/(crediting)
2006
£000
Depreciaton of tangible fixed assets 3,764
Operahing lease rentals - plant and machinery 95
(Gan)/loss on disposal of fixed assets {note 3 and note 4) {2,548)

Auditors’ remuneration has been borne 1n both pertods by a fellow group company The amount applicable to the company was
£32,500 (2005 £31 000)

Stuff costs
LEmplovee costs during the pertod (including execunve directors) were as follows 2006
£'000
Wages and salanes 12,018
Redundancy costs 2946
Sowal sevunty costs 976
Orther pension costs 989
Share based payments 150
17,079

The current peniod pension costs include £l (2005 £5 900 000) wn respect of a special contribution made (o the pension scheme

Details of the prior peried adjustment to staff costs are set out m note 19

The average monthly number of emplorvees during the pertod, anafysed by category, was as follows

2006
Number
Manufactuning 251
Adminstration 43
294
The staff numbers 10 the prior penod hase been restated to eliminate temporary and contract staff
Directors' remuneration
2006
£'000
Directors' emoluments 109
Contmbutions to defined contnbution pension scheme 11
120
Penstons
Retirement benefits are ascruing to the following number of directors under the schemes noted
2006
“umber
Defined benefit scheme 3
Defined contribution scheme -
3
Highest pard director
2006
£'000
Directors’ emoluments 54
Amounts recervable under long term incentive scheme -
Company contnbution to pension schemne 5
59

2005

£000
3,186
114

1 560

2005

£000

(a5 restated)
12 843

2 068

6,793

159

21,968

2005
Number

{its restated)
333

51

384

2005
£000

325
18
343

2008
Number

2005
£000
284
4
18
343

The accrued entitlement under the pension scheme of the highest paid director was £ml (2045 - £14) The accrued lump sum entitlement was £

(2005 - £ml)




Quaker Oats Liminted

Notes
{forming part of the financial statements)
10 Taxation
2006 2005
£:000 £000 £000 £000
{a) Analysis of charge in period (as restated) (as restated)
UK corporation tax
Current tax on income for the penod 2,152 4,309
Adjustment 1n respect of pnor penods 172 696
2424 5,505
Deferred Tax (note 17)
Onwnaton/reversal of timing differences (3 (1940
Adjustment 1n respeet of pnor penods t31) (93)
(344) (2,03
Lax <harge on ordinary activities 2,080 3471

{b} kactors affecting curruat tax charge for the peried

The current tax charge for the pertod is lower (2005 lower) than the sizndard rate of corporation tax n the Uk 30% (2005 30%) The differences are
explamed below
2006 2005
£000 £000
(ds restated)
Curreni tax reconciliation

Profit on ordinary activities before tax 11,037 23,446
Current tax at 30% 3311 7034
Capital allowances 10 excess of deprecianon 16) 60
Loss on disposal of fixed assets 832 467
Gan on disposal of fixed asset reduced by indexauon allowance (1597} -

liming difference on tax relsef for special pension conmbution (443) f328
Sale of intellectual property not taxable 9) (4041)
Unhisation of losses {96) -

Corporate share scheme deduction 45 77
Movements in general provisions (105) -

Expenses not deductible for tax purposes 33 ]
Relef for research and development wosts - (122)
Prior penod adjustments 172 696
| ol current tax charge 2,424 5 503

The directors' are not aware of any other factors which may affect the future tax charge

11 Intangible fived assets

£'000
Goodwill
Cost at beginning and end of penod 1,172
Amounts wntten off at the beginaing and end of period (1,172)

et book value at the beginning and end of the perod -




Quaker Oats Limited

Notes
{forming part of the financial statements)

12

Tangible fived assets

Cost

Al beginmung of period
Addittons

Trunsfers
Intercompany transfers
Disposals

At end of perrod

Deprecianon

At beginnung of penod
Charge 1n penod
Intercompany transfers
Disposals

At end of pertod

Ner baok value
At 30 December 2006

At 31 Decemnber 2005

Freehotd land of £103,273 (2005 €172 727) has not been depreciated

Fixed asset imvestments

Cast und net book value at beginning and end of perfod

Shares in group undertakings

Name

Quaker [rading Lumited

Quaker Oats BY

Walkers Intermediate Holding Company Limited
A&R Scott Limuted

Toral

£'000

49,820
1943

(8 419)

(23,065)
20284

28,993
3,764
{3267)
(17 967}

11,533

8,761

20 827

£000

1,984

Principal activity

Distnbution
Manufacturning

Freehold Flant and Assets in
land and equipment course of
buildings construction
£'000 £'000 £'900
7,950 41097 773
- - 1,948
51 1,634 (1,685)
- (8,419
(3.874) (19,181) -
4,127 15,121 1036
3105 25,888 -
233 3,531 -
- (3.267) -
{1 589) (16,378) -
1 749 9,774 .
2,378 5347 1,036
4 845 15,209 773
Ownership
100%
100%
100%
100%

Dormant
Dormeant

All of the above companies are incorperated 1 the UK (which 15 their pancipal country of operation) ather than Quaker Oats BV whose country of
incorporation and pnincipal country of operation 15 the Netherlands

Stocks

Raw matenals
Firushed goods

Debtors amounts folling duc within one year

I rade debtors
Amounts due from group undertahings
Prepayments and accrued income

Criuditors amounts faling due within one year

Irade creditors

Amounts due to group undertakings
Corporation tax payable

Other ravatien and souial secunty
Accruals and deferred income

2006
£000
389
6,004
6,893

2006
£'000
21,017
1313
690

26,020

2006
£'000

33851
9.360
9107
3,148

16,170

41 736

2005
£1000
1,719
1752

3.471

2008
£000
11 789
33,845
124

45,758

2005

£1000

(as restated}
11207
3403

6051

2,652

23,313

The comparative figure for trade creditors has been mcreased by £5,382 000 and accruals and deferred income has been reduced by 2n equal amaunt to

more accurately reflect the underlying nasure of the liabthties




Quaker Oats | imited

Notes
(formuing part of the financial statements)
17 Provisions for liabilities and charges

18

20

Deferred taxanon

At beginming of penod

Profit und loss accoumt (note 10

At end of puried

The elements of the deferred taxation balance are as foliows

Excess of capital allowances over book deprecianon of tangible fixed assets
Other uming differences

Details of the pnor period adjustment are disclosed 1n note 19
Culled up shure capital

Aunthorrsed allorred called up and fulh paid

500,002 Ordinary shures of £1 each

Restrves

At beginming of period as previously reported
Prior pentod adjustment

Exchange adjustment
Credit 1n relation to share based payments

Profit for pened
Atend of perlod

Share
premium

£000
4,785

2006
£'000
1.695

{1.117)

578

2006
£'000

Profit and
loss aceount
(us restated)

£°000
46,783
187

4,785

46,570

(22

4 785

46,948
150
3,957

4,785

56,055

£:000
(ds restated)
922

(344)

378

2005
000
2482

{1,560)

922

3005
£000

500

Total

[as restated)
£000
51568

187

51755

(22)

51,733

150
8,957

60,840

The company has adopted FRS 20 in the penod and have therefore restated the financial statements for the peried ended 31 December 2005 The

restated balance sheet with the adjustiments made is set out below,

Intangnble assets

langible assets

Investments

Stocks

Debtors amounts falling due within ene year
Cash at bank and 1n hand

Creditors amounts falling due within one year
Provisions for ltabiliies and Jharges

Called up share capital

Share premium

Profit and loss resenve

Reconcilistion of moyement ir sharcholders' funds

At beginmng of penod as oryinally stated
Pnor penod adjustment

Exchange adjustment

Credit 1n relation 10 share based payments
Profit for penod

At end of period

2008 FRS 20
£000 £000
20,827 -
4,984 -
3,471
45 758
1,450 -
{23.313) -
(1 109) 187
(500) -
(4 785) -
(46,783) (187)
1006
£000
51,155
(22)
150
8,957
61340

2005

£600
{as restated)
20,827
1,984
3,471
45,758
1,450
(23313
(920
(500)
{4,785

(46,970}

2005

£000

{as restated )
31,914

366

19 975

52,155



Quaker Oars 1 innted

“otes
(forming part of the financial statemenis)
21 Financigl commitments

Capual commitnents
Ai the end of the penod, there were capiial commuitments of £mil (2005 £}

Operanng lease commuments

Leases which expire 2006 2005
£'000 £000

Within one year - -
Within two to five years 74 127
74 127

21 Penswon schome
The company 15 a member of a pension scheme providing benefits based on tinal pension able pay Because the companv 15 unable 1o identify its share
of the scheme assets and hamlities on a consistent and reasonable bas:s, as permitted by FRS 17 Retirement benefits  the charge for the penod 1
determined as the contmbutions paid nto the scheme

The latest full actuanal valuahion was camed out at 30 September 2005 and was updated for FRS 17 purposes to 30 December 2006 by a qualitied
independent actuary The pension charge for the penod was £978,429 (265 £6 798 (0)

12 Share bascd compensation benefits
The company 15 2 member of an employee share scheme through 1t being a subsidrary of PepstCo Inc This share scheme 15 equity based and 15 in
respect of shares 1 PepsiCo, Ine and not in the company

Full detanls of the scheme ure setout in the financial statements of Walkers Snack Foods Limted a fellow subsidiary company Copies of their
financial statements may be obtamned fiom their registered office at 1600 Arhington Business Paik, Theale Reading Berhshire, RG7 45A

23 Ultimate holding company and parent undertuking of u larger group of which the company 1 a member
The company 1s a subsidiary undertaking of PepsiCo Inc, a company regstered and wincorporated i the United States of Amenca

The resutts of the company are consolidated in the group financial statements of PepsiCo Ine whose registered office 1s at 700 Anderson Hill Road
Purchase New York 10577, Umted States of Amenica

I'he consohidated financial statements of PepaCo,lnc are available to the public and may be obtained from thetr registered office as noted above



