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Interest Income (Expense), Net Non-Operating

00
Gain (Loss) on Sale of Assets 00
Other, Net 00
Income Before Tax 8232.0
Income Tax, Total 1,894.0
Income After Tax 62140 64620 63380 51660
Minority Interest —(36.0) —(19.0) —(18.0)  -24.0
Equity In Affiliates 0.0 0.0 0.0 00
U.S. GAAP Adjustment 0.0 0.0 0.0 00
Net Income Before Extra Items 61780 64430 63200 51420
Total Extraordinary Items 0.0 0.0 0.0 00
Net Income 61780 64430 63200 51420

Source: Based on company documents.

breakfast product in China, Tropicana Farmstand, which is a fruit and vegetable juice, Tropicana
Fruits in the Middle East, Mountain Dew Kickstart and Doritos Locos Tacos with their key important
distributor Taco Bell. New products and new innovation over the past three years accounted for about
8 percent and of PepsiCo’s 2012 revenue.
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EXHIBIT 8 PepsiCo’s Recent Balance Sheets (in millions of $)

2012 2011 2010 2009
Assets
Cash and Short-Term Investments 6,619.0 44250 6,369.0 22770
Total Receivables, Net 7,041.0 69120 63230 4,683.0
Total Inventory 3,581.0 3,827.0 33720 2,5220
Prepaid Expenses 1479.0 22770 1,505.0 1,324.0
Other Current Assets, Total 00 00 00 00
Total Current Assets 18,720.0 17,441.0 17,5690 10,8060
Property/Plant/Equipment, Total, Net 19,136.0 19,698.0 19,0580 11,6630
Goodwill, Net 16971.0 16,800.0 14,661.0 51240
Intangibles, Net 16,525.0 16,4450 13,808.0 1,860.0
Long-Term Investments 23510 1,566.0 2,021.0 3,883.0
Note Receivable, Long-Term 1360 159.0 165.0 1150
Other Long-Term Assets, Total 799.0 7730 8710 2,543.0
00
Total Assets 74,638.0 72,882.0 68,1530 359940
Liabilities and SEquity
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Other Long-Term Assets, Total 799.0 7730 8710 2,543.0
00
Total Assets 74,638.0 72,882.0 68,1530 359940
Liabilities and SEquity
Accounts Payable 44510 4,083.0 3,865.0 2,846.0
Payable/Accrued 00 00 00 00
Accrued Expenses 38920 3,876.0 3,6200 2,843.0
Notes Payable/Short-Term Debt 438150 62050 4,898.0 369.0
Current Port. of LT Debt/Capital Leases 00 00 00 00
Other Current Liabilitics, Total 39310 3,990.0 3,509.0 2,729.0
Total Current Liabilities 17,089.0 18,1540 15,8920 8,787.0
Total Long-Term Debt 23,5440 20,568.0 19,999.0 7,858.0
Deferred Income Tax 5,063.0 4,995.0 4,057.0 2260
Minority Interest 105.0 3110 3120 476.0
Other Liabilities, Total 6,543.0 8,266.0 6,729.0 6,541.0
Total Liabilities 52,344.0 52,294.0 469890 23,8880
Redeemable Preferred Stock 00 00 00 00
Preferred Stock, Non Redeemable, Nt  —(123.0) ~(116.0) ~(109.0) -97.0
Common Stock 260 260 310 300 -
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Additional Paid-In Capital 41780 44610 4,527.0 3510 -
Retained Earnings 43,1580 40,3160 37,000 30,6380
Treasury Stock, Common ~(194580)  —(17,870.0) —(16,7450) 14,1220
ESOP Debt Guarantce 00 00 00 00
Unrealized Gain (Loss) 00 00 00 00
Other SEquity, Total ~(5487.0)  —(62290)  —(3,630.0)  —4,6940
Total SEquity 22,2940 20,588.0 21,1640 12,1060
Total Liabilities & SEquity 74,638.0 72,882.0 68,1530 359940
Total Common Shares Outstanding 1,544.0 1,565.0 1,581.0 1,553.0
Total Preferred Shares Outstanding 08 08 08 08

Source: Based on company documents.

practices. DISI is comprised of companies across all industries that outperform their peers in numer-
ous sustainability metrics. PepsiCo has been named a member of the Dow Jones Sustainability North
America Index seven times and the World Index six times. CDP represents 655 institutional investors
with $78 trillion in assets, and its indices highlight companies that have displayed a strong approach
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. EXERCISE 4C
Perform a Financial Ratio Analysis for PepsiCo

Purpose

Financial ratio analysis is one of the best techniques for identifying and evaluating internal strengths
and weaknesses. Potential investors and current shareholders look closely at firms’ financial ratios,
‘making detailed comparisons to industry averages and to previous periods of time. Financial ratio
analyses provide vital input information for developing an IFE Matrix.

Instructions

Step1 On a separate sheet of paper, number from 1 to 20. Referring to PepsiCo’s income statement
and balance sheet (pp. 29-30), calculate 20 financial ratios for 2012 for the company. Use
Table 4-6 as a reference.

Step 2 In a second column, indicate whether you consider each ratio to be a strength, a weakness,
or a neutral factor for PepsiCo.
Step 3 Go to the websites in Table 4-5 that calculate PepsiCo’s financial ratios, without your having

to pay a subscription (fee) for the service. Make a copy of the ratio information provided and
record the source. Report this research to your classmates and your professor.

EXERCISE 4D
Construct an IFE Matrix for PepsiCo
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TABLE 4-6 A Summary of Key Financial Ratios

Ratio

How Calculated

What It Measures

Liquidity Ratios

Current Ratio

Quick Ratio

Leverage Ratios

Current assets
Current liabilities

Current assets minus inventory

Current liabilities

The extent to which a firm can meet its
short-term obligations

The extent to which a firm can meet its
short-term obligations without relying on the
sale of its inventories

Debt-to-Total-Assets Ratio

Debt-to-Equity
Ratio
Long-Term Debt-to-Equity
Ratio

‘Times-Interest-Earned Ratio

Activity Ratios

Total debt
Total assets
Total debt
Total stackholders” equity
Long-term debt
Total stackholders equity

Profits before interest and taxes

Total interest charges

The percentage of total funds that are provided
by creditors

The percentage of total funds provided by
creditors versus by owners

The balance between debt and equity ina
firm’s long-term capital structure

The extent to which eamings can decline
without the firm becoming unable to meet its
annual interest costs
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Activity Ratios

Inventory Turnover

Fixed Assets Turnover

Total Assets Turnover

Accounts Receivable Turnover

Average Collection Period

Profitability Ratios

Sales
Inventory of finished goods

Sales
Fixed assets
Sales
Total assets

Annual credit sales

Accounts receivable

Accounts receivable
Total credit sales/365 days

Whether a firm holds excessive stocks of
inventories and whether a firm is slowly
selling its inventories compared to the industry
average

Sales productivity and plant and equipment
utilization

Whether a firm is generating a sufficient
volume of business for the size of its asset
investment

The average length of time it takes a firm to
collect credit sales (in percentage terms)

The average length of time it takes a firm to
collect on credit sales (in days)

Gross Profit Margin

Operating Profit Margin

Net Profit Margin

Sales minus cost of goods sold
Sales

Earnings before interest and taxes EBIT

Sales
Net income

The total margin available to cover operating
expenses and yield a profit

Profitability without concern for taxes and
interest

After-tax profits per dollar of sales
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Operating Profit Margin
Net Profit Margin

Return on Total Assets (ROA)

Return on Stockholders Equity (ROE)
Earnings Per Share (EPS)
Price-Eamnings Ratio

Growth Ratios

Earnings before interest and taxes EBIT
Sales

Net income
Sales
Net income
Total assets

Net income
Number of shares of common stock outstanding
Market price per share
Eamings per share

Profitability without concern for taxes and
interest

After-tax profits per dollar of sales

After-tax profits per dollar of assets; this ratio
is also called return on investment (ROI)

After-tax profits per dollar of stockholders’
investment in the firm

Eamings available to the owners of common
stock

Adtractiveness of firm on equity markets

Sales
Net Income
Earnings Per Share
Dividends Per Share

Annual percentage growth in total sales
Annual percentage growth in profits

Annual percentage growth in EPS

Annual percentage growth in dividends per share

Firm’s growth rate in sales
Firm’s growth rate in profits

Firm’s growth rate in EPS

Firm’s growth rate in dividends per share
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EXHIBIT 7 PepsiCo’s Recent Income Statements (in ns of $) -
2012 2011 2010 2009

Revenue 65,492.0 66,504.0 57,8380 43,251.0
Other Revenue, Total 0.0 0.0 0.0 0.0
Total Revenue 65,492.0 66,504.0 57,8380 43,251.0
Cost of Revenue, Total 31,291.0 31,593.0 26,5750 20,351.0
Gross Profit 342010 349110  31263.0 22,900.0
Selling/General/Administrative Expenses, Total 24,675.0 24,433.0 21,7700  15,489.0
Research & Development 0.0 0.0 0.0 388.0
Depreciation/Amortization 119.0 133.0 117.0 64.0
Interest Expense (Income), Net Operating 0.0 00 00 00
Unusual Expense (Income) 295.0 712.0 1,044.0 0.0
Other Operating Expenses, Total 0.0 00 00 00
Operating Income 9,112.0 9,633.0 83320 69590
Interest Income (Expense), Net Non-Operating 0.0 0.0 00 00
Gain (Loss) on Sale of Assets 0.0 0.0 0.0 0.0
Other, Net 0.0 0.0 0.0 0.0
Income Before Tax 8,304.0 8,834.0 82320  7,045.0

Income Tax, Total 2,090.0 2,372.0 1,894.0 1,879.0 -





