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Quaker Oats Limited
Drirectors’ report and financial statements
29 December 2007

Directors’ report

The directors present their annual report and the audited financial statements for the peried ended 29 December 2007
Principal activities

The principal activity of the company 15 the processing and sale of grocery products

Business review

Tumover has declined by 29% prmanly due to the closure of the Southall manufactuning stte and sale of the related brands in the
prior year Despite this, operating profit has increased by 46%, the pnor year costs being increased due to the closure of the
manufactunng site

Interest receivable has increased 1o £1,154,000 (2006 £483,000) due to a loan made to a fellow group company

During the penod the company received dividends of £1,106,000 (2006 £nily following two subsidiary undertakings being
dissolved

Principal risks and uncertainties

The principal nisks 1o the company include operational nisks relating to the manufacture of grocery products and market risks
ansing from adverse changes in operating costs, interest rates and foreign exchange rates

The company anticipates, measures and manages its exposure to nsk through strategic planmng and management reporting
Further information on these nsks, and their potential mmpact, can be found in the PepsiCo Inc Annual Report for 2007,
which may be obtained from their registered office as detailed in note 24

Proposed dividend
T'he directors do not recommend the payment of a dividend for the penod (2006 £}
Directors

The directors who held office during the period were as follows

S W Fraser

M McGowan (resigned 30 Apnil 2008)
AY Ahmed (appointed 1 November 2007)
M Williams (resigned 1 November 2007)
CE Stone

M E Barnard (resigned 30 Apnil 2008)

JK Avenss (appointed 30 Apnl 2008)

Disclosure of information to auditors

The directors who held office at the date of approval of this Directors’ report confirm that, so far as they are cach aware, there 1s
no relevant audit information ot which the Company’s auditors are unaware, and cach director has taken all the steps that they
ought to have taken as a director to make themselves aware of any relevant audit information and to establish that the Company’s
auditors are aware of that information

Political and charitable contributions
The company made no pohitical er chantable contributions during the penod (2006 £ml)
Employee communication and policy

The campany follows an employment policy of non-discnimination on the grounds of sex, race or age and gives full and far
consideration to the employment of disabled persons

The company promotes a positive attitude by ensuring that recruitment staff are fully conversant with the statutory provisions on
discnminanion and by giving full and fair consideration to apphcantions for employment by disabled people, having regard to their
parucular aptitudes and abilities  Wherever possible, arrangements are made to retain and assist employees who become disabled
during service and disabled people have equal opportumties with other employees for training, career progression and promotion

The company provides all employees with information on its progress n regular internal newspapers and videos  Group
briefings and individual employee consultations are also held In addition, PepsiCo Group operates a share option scheme for all
employees of this company




Quaker Oats Linnted

Directors” report and financial statements
29 December 2007

Directors’ report (continued)

Creditor payment policy

The company values 1ts relationship with 1ts many suppliers  As part of meeting 1ts obligations under each purchase transaction
the company’s policy 1s to pay amounts due for settlement in accordance with the negotiated terms of trade

Auditors

Pursuant to Section 487 of the Compamies Act 2006, the auditors will be deemed to be reappointed and KPMG LLP wl!
therefore continue  office

By order of the Board

AN Al

1600 Arlington Busmess Park

Theale
AY Ahmed Berkshire
Direcror RG7 4SA

29 October 2008
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Statement of Directors’ responsibilities in respect of the Directors’ report and the
financial statements

The directors are responsible for prepaning the Directors’ report and the financial statements 1n accordance with apphcable law
and regulations

Company law requires the directors to prepare financial statements for each financial penod  Under that law the directors have
elected to prepare the financial statements 1 accordance with UK Accounting Standards and applicable law (UK Generally
Accepted Accounting Practice)

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

In prepaning 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,

s state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explamed in the financial statements, and

+  prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the company will
continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that its financial statements comply with the Compames Act 1985
They have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and
to prevent and detect fraud and other irregularities
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KPMG LLP

Arington Business Park
Theale

Reading

RG7 4SD

Urited Kingdom

Independent auditors’ report to the members of Quaker Oats Limited

We have audited the financial statements of Quaker Qats Limited for the pentod ended 29 December 2007 which
comprise the Profit and Loss Account, the Balance Sheet and the related notes These financial statements have been
prepared under the accounting policies set out therein

This report 1s made solely to 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 might state to the company’s members those matters we are
required to state to them in an auditor’s report and for no other purpose  To the fullest extent permutied 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 opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibiliies for preparing the financial statements in accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out n the Statement of Directors’
responsibilities on page 3

Our responstbihity 1s to audit the financial statements m accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985 We also report to you whether 1n our opinion the information given i the
Directors’ report 15 consistent with the financial statements

In addition we report to you tf, in our optmon, the company has not kept proper accounting records, If we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ report and consider the mmplicanons 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 amounis and disclosures n
the financial statements It also includes an assessment of the significant estimates and judgments made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropnate to the company’s
circumnstances, conststently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence 10 give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or other irregulanity or error  In forming our opmnion we also evaluated
the overall adequacy of the presentation of information i the financial statements

Opinion
In our opinion

» the financal 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 29 December 2007 and of 1ts profit for the period then ended,

+ the financial statements have been properly prepared 1n accordance with the Companmies Act 1985, and

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

(gl

KPMG LLP SO October 2008
Chartered Accountants
Registered Auditor




Profit and Loss Account
JSor the period ended 29 December 2007

Turnover
Cost of sales

Gross profit

Selling and distnbution costs
Admimistrative expenses
Other operating income
Other operating expenses

Operating profit
Income from shares 1n group undentakings

Interest recervable and similar income
Interest payable and similar charges

Profit on ordinary activities before taxation
Tax on profit on crdinary activities

Profit for the period

Quaker Oats Limited
Directors’ repert and financial statements
29 December 2007

Note 2007 2006
£000 £000
Restated
2 102,188 144,940
(63,901) (93,206)
38,287 51,734
(17,097) (34,999)
(5,788) (9,174)
4 118 3,433
5 (70) (436)
15,450 10,558
1,166 -
6 1,316 483
7 (69) (4)
3 17,863 11,037
10 (4,343) (2,080
I8 13,520 §,957

]

There 1s no difference between the company’s results as reported and on an histoncal cost basis  Accordingly, no note of

historical cost profit and loss has been prepared

The turnover and profits were all denved from continuing activities

here were no recognised gains or losses in the period other than the profit for the penod




Balance sheet
at 29 December 2007

Fixed assets
Tangible assets
Investments

Current assets

Stocks

Debtors

Cash at bank and 1n hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilities

Provisions for lalhties and charges

Net assets

Capital and reserves
Called up share captal
Share premium account
Profit and loss account

Equity shareholders’ funds

Note

1
12

13
14

i5

16

17
/8
18

19

£000

3,922
81,923
4,401

90,246

(28,177)

£000

8,296
4,784

13,080

62,069

75,149

(315)

74,834

500
4,785
69,549

74,834

Quaker Oats Limited
Directors’ report and financial statements

£000

6,893
26,020
56,996

89,900

(41,736)

29 December 2007

2006
£000

8,761
4,984

13,745

48,173

61,918

(578)

61,340

500
4,785
56,055

61,340

These financial statements were approved by the board of directors on 2.9 llo /03 and were signed on 1ts behalf by

AU A

AY Ahmed
Direcror
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Notes

(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items, which are considered matenal 1n relation
to the company’s financial statements, except as noted below

Basis of preparation

The financial statements have been prepared mn accordance with applicable accounting standards and under the histerical cost
accounting rules

The comparative figures cover the pertod to 30 December 2006 as permitted by the Compames Act 1985 Section 223

Under Financial Reporting Standard 1 (Revised), the company 1s exempt from the requirement to prepare a cash flow statement
on the grounds that a parent undertaking includes the company n 1ts own pubhshed consolidated financial statements

A re-statement has been made in 2006 between cost of sales and selling and distnbution to reflect a more appropnate cost
classification
Fixed assets and depreciation

Depreciation 1s provided to wnite off the cost or valuation less the estimated residual value of tangible fixed assets by equal
instalments over their estimated useful economic lives as follows

Freehold buitdings - 35 years
Long Leasehold land and bulldings - hfe of lease
Plant and machinery - 3 to 25 years

No depreciation 1s provided on freehold land

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction Monetary assets
and hiabilihes denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet date and the
gains or lgsses on translation are included i the profit and loss account

Leases

All leases are operating leases and the rental charges are charged to the profit and loss account on a straight-line basis over the
lite of the lease

Pension costs

The company participates 1n a group wide pension scheme providing benefits based on final pensionable pay The assets of the
scheme are held separately from those of the company The company 1s unable to 1dentify 1ts share of the underlying assets and
habilities of the scheme on a consistent and reasonable basis and therefore the annual cost charged to the profit and loss account
ts equal to the employer contributions paid

The contributions paid are allocated between each company in the scheme based on the method deemed most appropriate

Share based payment

The share option programme allows employees to acquire shares in PepsiCo Inc, the ultimate parent company The fair value of
options granted (after 7 November 2002 and those not yet vested as at | January 2006) 15 recogmsed as an employee expense
with a corresponding ncrease 1n equity The fair value 1s measured at grant date and spread over the penod during which the
employees become unconditionally entitled to the options The fair value of the options granted 15 measured using a Black-
Scholes pricing model, taking into account the terms and conditions upen which the options were granted
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Notes (continued)
1 Accounting policies (continued)

Classification of financial instruments issued by the Company

Following the adoption of FRS 25, financial instruments 1ssued by the Company are treated as equity (1 ¢ forming part of
shareholders’ funds} only to the extent that they meet the following two conditions

a) they include no contractual obhgations upon the Company to deliver cash or other financial assets or to exchange financial
assets or financial habilities with another party under conditions that are potentially unfavourable to the Company, and

b} where the instrument will or may be settled in the Company’s own equity instruments, 1t 1s either a non-derivative that
includes no obligation to deliver a vanable number of the Company’s own equity instruments or 15 a denvanve that will be
seftled 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 habiity  Where the instrument so
classified takes the legal form of the Company’s own shares, the amounts presented 1n these financial statements for called up
share capital and share premium account exclude amounts in relation to those shares

Finance payments associated with financial halahines are dealt with as part of interest payable and similar charges Finance
payments associated with financial instruments that are classified as part of shareholders’ funds, are dealt wiuth as appropnations
in the reconciliztion of movements in shareholders’ funds

Stocks

Stocks are stated at the lower of cost and net realisable value Cost includes matenals, direct labour and an attributable
proportion of manutacturing overhead based on normal levels of activity Net realisable value 1s based on estimated selling price,
less further costs expected to be incurred to completion and disposal Provision ts made for obsolete, slow-moving or defective
items where appropriate

Taxation

The charge or credit for taxation 1s based on the results for the penod and takes into account taxation deferred because of umung
differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recogmsed, without discounting, 1n respect of all timing differences between the treatment of certain items for
taxation and accounting purposes which have ansen but not reversed by the balance sheet date, except as otherwise required by
Financial Reporting Standard 19

Turnover

Turnaver represents amounts recetvable for goods and services provided in the normal course of business, net of trade discounts,
VAT and other sales related taxes to third parties

Related party transactions

Under Financial Reporting Standard 8, the company 1s exempt from the requirement to disclose related party transactions with
members of the same group on the grounds that 90% or more of the voting nghts are controlled within the group

2 Segmental Information

2007 2006
£000 £000
By class of business
Cereals 102,188 144,940
Geographical destination
United Kingdom 53,082 91,254
Europe 37,751 42,283
Rest of world 11,355 11,403
102,188 144,940
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Notes (connnued)

3 Profit on ordinary activities before taxation

Profit on ordinary activities before taxatron is stated 2007 2006
after charging/(creduing) £000 £000
Deprecianion of tangible fixed assets 1,020 3,764
Hire of plant and machinery - operating leases 64 G5
Loss/(gain) on disposal of fixed assets - (2,548)

The auditors' remuneration has been borne 1n both periods by a fellow group company The amount of the audit fee attributable
1o the company was £15,622 (2006 £32,500)

4 Other operating income

2007 2006

£000 £000
Sale of intellectual property nghts - 351
Gain on disposal of tangible fixed assets - 2,548
Other miscellaneous income 118 534

118 3,433

5 Other operating expenses

2007 2006

£000 £000
Royalty payments to associated company 70 436
6 Interest receivable and similar income

2007 2006

£000 £000
Interest recervable on loans to group undertakings 1,154 483
Exchange gain 162 -

1,316 483

The company 1s part of a group bank nterest arrangement  All bank interest relating to the group has been included in the
financial statements of a fellow group company




Notes (continued)

7 Interest payable and similar charges

Interest payable on loans to group undertakings
Exchange loss

g Remuneration of directors

Directors’ emoluments
Pension contnbutions

Quaker Oats Limited

Directors’ report and financial statements
29 December 2007

2007 2006
£000 £000
69 -

- 4

69 4
2007 2006
£000 £000
223 109
22 1
245 120

The emoluments ot the highest paid director were £123,964 (2006 £54.7/89) The highest pand director 15 a member of a defined
benefit scheme under which the accrued pension at the penod end was £26.,618 (2006 £24,795)

Number of directors for whom retirement benefits are accruing under

defined benefit punsion schemes

Number of directors who exercised share options (including highest paid

director)

Number of directors 1n respect of whose qualifying services shares were
recerved or recevable under long-term incentive schemes

9 Staff numbers and costs

2007 2006
Number Number
5 5
3 5
5 5

The average number of persons employed by the company (including directors) duning the perod, analysed by category, was as

follows

Production
Management and administration

Number of employees

2007 2006
Restated
131 334
47 57
178 39}

10



Notes (continued)

9 Staff numbers and costs (continued)

The aggregate payroll costs of these persons were as follows

Wages and salanes
Redundancy costs

Social secunty costs

Other pension costs (nore 21)
Share based payments (note 22}

Other pension costs include special contmbutions of £904,797 (2006 £mil)

10 Taxation

Analysts of charge 1n period

UK corporation tax

Current tax on income tfor the penod
Ad)justments in respect of prior periods

1otal current 1ax charge

Deferred tax (see note 16)
Ongmanon/reversal of hming differences
Adjustments n respect of pnor perods
Effect of decreased tax rate

Tax on profit on ordinary activities

£000

4,621
(15)

(218)
(15)
(E1)]

2007

Quaker Oats Limited
Directors’ report and financial statements
29 December 2007

2007 2006
£000 £000
3,642 12,018
(687) 2,946
371 976
1,269 989
108 150
4,703 17,079
2006
£000 £000 £000
2,252
172
4,606 2,424
(313)
3y
(263) {344)
4,343 2,080

11
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Notes (continued)
10 Taxation fcontinued)
Factors affecang the tax charge for the current period

The current tax charge for the peniod 1s lower (2006 lower) than the standard rate of corporation tax n the UK 30% (2006
30%;} The differences are explaned below

2007 2006

£000 £000
Current tax reconctliation
Profit on ordinary activiues before tax 17,863 11,037
Current tax at 30% (2006 30%) 5,359 3,311
Effecis of
Capital allowances in excess of depreciation 62 (16)
Loss on disposal of fixed assets - 832
Dividends not subject to tax (350) -
Gan on disposal of fixed asset reduced by indexation allowance - (1,597)
Timing difference on special pension contrbution tax deduction (443) {443)
Sale of intellectual property not taxable - %)
Utilisation of losses - (96}
Employee share scheme deduction 7 45
Movements 1n general provisions - {105}
Expenses not deductible for tax - 330
Adjustment 1n respect of pnor penods (15) 172
Total current tax charge (see above) 4,606 2,424

Factors that may affeci future tax charges

Deferred tax assets and habilities are measured at the tax rates that arc expected to apply in the penod when the asset 1s realised
or the liabihty settled, based on tax rates that have been enacted or substantially enacted at the balance sheet date  The rate of
corporation tax 1n the UK 1s to be reduced from 30% to 28% with effect from | Apnt 2008 The change in tax rate was
substantially enacted by the House of Commons on 26 June 2007 by the passing of a bill to approve the Finance Au 2007 UK
deferred tax assets and habilites have therefore been calculated at either 30% or 28% depending on whether the tuming
differences will reverse before or after 31 March 2008 The impact of the reduced tax rate on closing deferred tax assets 1s
shown as a separate component of the deferred tax charge for the penod

12




Notes (continued)

11 Tangible fixed assets

Cost

At beginnung of penod

Additions

Reclassificanons

Disposals

Assets transferred from other group companies

At end of period

Depreciation

At beginnng of penod
Charge for penod
Disposals

At end of period

Net book value
At 29 December 2007

At 30 December 2006

Frechold land
and buildings

£000

4,127

20';
(®)

4,326

1,749
143
7

1,885

2,441

2,378

Quaker Oats Limited

Directors’ report and financial statements

29 December 2007

Plant and Assets in Total
equipment course of
construction

£000 £000 £000
15,121 1,036 20,284

- 555 555

846 (1,053) -

{148) - {156)
15,819 538 20,683
9,774 - 11,523

877 - 1,020

{149) - {156)
10,502 12,387
5,317 538 8,296
5,347 1,036 8,761

The cost of freehold land and buildings includes £103,273 (2006 £103,273) of freehold land, which 1s not depreciated

12 Fixed asset investments

Cost and net book value
At beginming of penod
Dissolved dunng the year

At end of period

Shares in group undertakings

Quaker Trachng Limited

Quaker Oats BY

Quaker Cereals Lirmited

Walkers Intermedsate Holding Company Limated
A&R Scott Limited

Ownership

100%
100%
100%
100%
100%

£000

4,984
(200)

4,784

Principal actvity

Dustnbution
Manufacturing
Dormant
Dissolved
Dissolved

All of the above companies are incorporated in the UK (which is their principal country of operation) other than Quaker Oats BV
whose country of incorperanion and prnincipal country of operation 1s the Netherlands

13




Notes (conninued)
13 Stocks

Raw matenals
Fimished goods

14 Debtors

Trade debtors

Amounts owed by fellow group undertakings
Other debtors

Prepayments and accrued income

15 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to fellow group undentakings
Other taxation and social security
Corporation tax

Accruals and deferred income

2007
£000

1,518
2,404

3,922

2007
£000

15,466
66,398
36
23

81,923

2007
£00¢

13,223
424
3,091
11,439

28,177

Quaker Oats Limited

Directors’ report and financial statements
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2006
£000

889
6,004

6,893

2006
£000

21,017
4,313

690

26,020

—_—

2006
£000
Restated

807
9,360
3,148
9,107

19,314

41,736

—_

The accruals and deferred income balance for 2006 has been re-stated to £19,314,000 from £16,270,000 and rade

creditors restated from £3,851,000 1o £807,000 to reflect a more appropnate balance sheet classification

14
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Notes (continued)

16 Provisions for liabilities and charges

2007 2006
£000 £000
Deferred taxation 315 578
2006
The elements of deferred taxauon are as follows 2007 0
£000 £000
Dfference between accumulated depreciation and capital allowances 3,375 5,650
Other nming differences (2,224) (3,723)
1,151 1,927
Deferred tax hability 315 578
At beginming of penod 578 922
Credu for the penod (note 10) (263) (344)
At end of period 315 578
17 Called up share capital
2007 2006
£000 £000
Authorised, allotted, called up and fully paid
500,002 ordinary shares of £1 cach 500 500
18 Share Premuum and Reserves
Share Profit and loss reserve
Premium
£000 £000
At beginning of penod 4,785 56,055
Retained profit for the penod - 13,520
Reversal of charge n relation to share based payments - 108
Payment to parent company 1n relation to share options - (134)
At end of period 4,785 69,549

_— e

15
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Notes (continued)

19 Reconciliation of movements in equity shareholders’ funds

2007 2006
£000 £000
Opening equity shareholders’ funds 61,340 52,255
Exchange adjustment - (22)
Profit in financial penod 13,520 8,957
Credit in relation to share based payments 108 150
Payment to parent company in relatton to share options (134) -
Closing equity shareholders’ funds 74,834 61,340
20 Commitments
There were no capital commitments at the end of the financial perod
Annual commitments under non-cancellable operating leases are as follows
2007 2006
Land and Other Land and Other
Buildings Buildings
Operating leases which expire £000 £000 £000 £000
In the second to fifth years inclusive - 74 - 74

21 Pension scheme

The company 15 a member of a pension scheme providing benefits based on final pensionable pay Because the company 1s
unable to 1dentify 1ts share of the scheme assets and habihities on a consistent and reasonable basis, as permitted by FRS 17
‘Retirement benefits’, the charge for the period 1s determined as the contnbutions paid into the scheme

The latest full actuanal valuation was carmed out at 30 September 2006 by a qualified independent actuary The overall pension
deficit at that date was £65,500,000 To eliminate this shortfall the company has agreed that additional contributions witl be paid
to the Plan by the participating employers The funding shortfall 1s expected to be elimmated within five years of the valuation
date

The pension charge for the period was £1,269,000 (2006 £989,000) It has been agreed that an employer contnbution rate of
14 45% of pensionable pay will apply in future years

16
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Notes (continued)

22 Share based compensation

The share based payment charge for the penod was £108,000 (2006 £150,000)

The company’s equity-settled share-based payments compnse the Sharepower programme, Chairman’s awards, the Restncted
stock unit plan (RSUs) and the Long-term incentive plan (LTIP) The amount of shares held 1n the Employee Share Option Plans
and details of shares and share options subject to equity-settled share based payments are set out below

All share option programmes allow employees to acquire shares in PepsiCo Inc Stock option grants are made at the current stock
price, meaning that the exercise pnce 1s equivalent to the stock price on the date of grant Employees must generally provide
three additional years of service to earn the grant, referred to as the vesting period The options generally have a 10-year term,
which gives the employees seven years after the vesting penod to ¢lect to pay the exercise price to purchase one share for each
option exercised

Executives who are awarded long-term incentives are offered the choice of stock options (LTIP) or restricted stock units (RSUs)
Stock options granted under the LTIP program generally have a 10-year term and vest over three years Executives who elect
RSUs recerve one RSU for every four stock options that would have otherwise been granted Senior officers do not have a choice
and are granted 50% stock options and 50% RSUs The RSU expense 1s based on the fair value of Pepst Co shares on the date of
grant and 15 amortized over the vesting pertod, generally three years Each RSU 1s settled 1n a share of our stock after the vesung
penod

Under the Sharepower programme, stock options are granted annually to all eligible employees, based on job level or
classification SharePower awards generally have a 10-year term and vest over three years

Details ot outstanding share options and restricted stock units are set out below As the share options are for PepsiCo Inc shares,
they are denominated 1n US Dollars, but the disclosures below are in GBP

17




Notes (continued)

22 Share based compensation (continued)

2007
Weighted
average
exercise price
£
LTIPS
Ouwstanding at the beginning of the penod 2115
Granted duning the period -
Forterted during the perted -
Exercised during the period -
Lapsed during the pernod -
Qutstanding at the end of the penod 2115
Exercisable at the end of the period 2115
SharePower
Quistanding at the beginning of the penod 26.05
Granted during the period 3262
Forfened during the penod 27.59
Exercised dunng the penod 22.70
Lapsed dunng the penod -
Outstanding at the end of the perniod 2759
Exercisable a1 the end of the peniod 2253
RSUs
Quistandimg at the beginning of the pertod -
Granted during the period -
Forfeited dunng the penod -
Excruised duning the penod -
Lapsed during the period -
Quistanding at the end of the penod -
Exercisable at the end of the penod -
Chairman’s Awards
Cutstanding at the beginning of the penod 26.03
Granted dunng the penod -
Forfeited dunng the period -
Exercised duning the penod -
Lapsed durning the penod -
Quistanding at the end of the penod 2603

Exercisable at the end of the penod -

Quaker Oats Limited
Durectors’ report and financial statements
29 December 2007

2007 2006 2006
Number of Weighted Number of
options average options
exercise price
£
71,644 21 80 93,968
- 29 64 696
- 24 67 (19,692}
- 2049 (3,328)
71,644 21.15 71,644
71,644 2070 81,056
65,369 2479 51,092
10,530 29 64 18,322
(15,751) 2645 (4,045)
(11,357) - -
48,791 26 05 65,369
14,574 2049 11,121
638 2598 663
- 24 6] (25)
638 2603 638
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Notes (conninued)
22 Share based compensation (continued)

The weighted average share price at the date of exercise of share options exercised during the pened was £22 70 (2006 £20 49)

The options outstanding at the penod end have an exercise price in the range of £21 i5 to £27 59 and a weighted average
contractual life of approximately 10 years

The fair value of services received in return for share options granted are measured by reference to the fair value of share options
granted The estimate of the far value of the services received ts measured based on a Black-Scholes model  This mode!
estimates the expected value our employees will receive from the options based on a number of assumptions, such as interest
rates, employee exercises, the share price and dividend yield

2007 2006
Weighted average share price at grant date 3262 29 64
Exercise price 3262 29 64
Expected volatility 15% 18%
Option hift tn years 6 6
Expected dividend yield 19% 1 9%
Risk frec interest rate (based on U S Treasury rate) 4 8% 4 5%

The expected volatihty reflects movements 1n the share pnce over the most recent histoncal penod equivalent to the expected
Iife The expected option life 1s based on historical expertence with similar grants Dividend yield 1s estimated over the expected
Iafe based on dividend policy and forecasts of net income, share repurchases and share price The rnisk free interest rate 1s based
on the expected U S Treasury rate over the expected life

23 Post balance sheet event

On 29 June 2008 the business was re-structured with all fixed assets being sold to a group company From this date Quaker Oats
Limited will no longer act as prnncipal for the business but will receive a royalty based on net revenue Management do not
consider that there 1s any impact on the carrying value of assets and habilities at 29 December 2007

24 Utlumate holding company and parent undertaking of a larger group of which the company 1s a
member

The company's ultimate parent company 1s PepsiCo, Inc, a company registered and incorporated in the Umited States of
Americd

The results of the company are conschidated 1n the group financial statements of PepsiCo, Inc whose registered office 15 at 700
Anderson Hill Road, Purchase, New York 10577, United States of Amenica

The consolidated financial statements of this group are available to the public and may be obtained from their registered office as
noted above
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