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Financial Highlights

PepsiCo, Inc. and Subsidiaries
($ in millions except per share amounts; all per share amounts assume dilution)

Pro Forma
As Reported New PepsiCo ©
1999 1998 % Chg @ 1999 1998 % Chg®

Summary of Operations
Net sales $20,367 $22,348 9) $18,666 $17,626
Operating profit $ 2,818 $ 2,584 9 $ 2,802 $ 2,570
Net income $ 2,050 $ 1,993 8 $ 1,850 $ 1,666 11
Per share $ 137 $ 131 5 $ 1.24 $ 1.10 13
Other Data
Net cash provided by operating activities $ 3,027 $ 3211 (6)
Acquisitions and investments in unconsolidated affiliates $ 430 $ 4,537 (92)
Share repurchases $ 1,285 $ 2,230 (42)
Dividends paid $ 778 $ 757 3
Long-term debt $ 2,812 $ 4,028 (30)
Capital spending $ 1,118 $ 1,405 (20)

(a) Percentage changes above and in text are based on unrounded amounts.

(b) The pro forma new PepsiCo information gives effect to the Tropicana acquisition described in Note 3 to the Financial Statements and the bottling transactions described in Note 2 as if the transactions
occurred at the beginning of PepsiCo’s 1998 fiscal year. In addition, the 1999 pro forma results exclude the Frito-Lay impairment and restructuring pre-tax charge of $65 million ($40 million after-tax), the
pre-tax gain on the sale of a chocolate business in Poland of $28 million ($25 million after-tax), the pre-tax net gain on the PBG and Whitman bottling transactions of $1 billion ($270 million after-tax) and the
income tax provision of $25 million related to the PepCom transaction. The 1998 pro forma results exclude the income tax benefit of $494 million described in Note 14 and the asset impairment and
restructuring charge of $288 million ($261 million after-tax or $0.17 per share assuming dilution) described in Note 4. The pro forma new PepsiCo information does not purport to represent what PepsiCo’s
results of operations would have been had such transactions been completed as of the dates indicated nor does it give effect to any other events.



Dear Friends:

The PepsiCo associates on our cover
have a lot to smile about these days.
Thanks to them and our colleagues

around the world, we had a terrific 1999.

Every one of our five operating
divisions posted growth in revenue,
volume and operating profit. Every
one generated excess cash. And
nearly every one gained market share.
On a pro forma basis, we posted
revenue growth of 6% in snacks, 4%
in beverages and 10% in juices.
Operating profits grew 11% in snacks,
2% in beverages and a whopping
55% in juices. Our cash provided by
operations totaled $3 billion and our
return on invested capital was a very
healthy 20%.

As the numbers show, PepsiCo
today is lean and strong. Even better,
we’re focused squarely on three great
businesses full of opportunity:
Frito-Lay snacks, Pepsi-Cola
beverages and Tropicana juices.

It's no accident. We’ve transformed
PepsiCo with the goal of being one of
the world’s very best and fastest
growing consumer products compa-
nies — a premier performer delivering
healthy, consistent financial results
quarter after quarter, year after year.

And we’ve come a long way.

Just look at how our numbers today

compare with four years ago:

= Sales are more than one-third lower,
yet earnings are higher;

= Operating free cash flow of $2 hillion is
also higher;

» Return on invested capital has risen
from about
15% to 20%;

= Operating profit
margin has risen
from 10% to 15%;

< Shifting to less capital-intensive
businesses has reduced our capital
spending from 6.9% of sales to 5.5%;

= Net debt has been reduced from $8
billion to $2 billion.

During those four years we returned
$10.6 billion to shareholders — $7.6
billion in share repurchases plus $3
billion in dividends.

And I'd add that in that time we’ve
become arguably the single most
important supplier to U.S. retailers in
terms of their sales growth, profit and
cash flow.

So why didn’t our stock reflect our
progress? It's a point of great frustra-
tion for me, and I’'m sure for you as
well. | believe we’re doing the right
things both strategically and financial-
ly. Our earnings met or beat Wall
Street expectations in every quarter
of 1999. Virtually every securities
analyst who covers us rates PepsiCo a
“buy.” And we outpaced our food and
beverage peers.

For all that, though, consumer
products companies have been out of
favor with investors. To me that’s not
an excuse, it's a challenge. It means we
must work even harder to tell our story.
And with our transformation complete, |
plan to devote a lot more time to
showing investors exactly why PepsiCo

is a financial gem well
we oormms - capable of double-
S~ digit profit growth,
strong cash flow and
areturn on invested
capital above 20%.

It's a challenge |

welcome. In fact,

Roger A. Enrico
Chairman and Chief Executive Officer

I’ve never been more optimistic about
PepsiCo — not just because our
financial picture is so much brighter,
but also because today this company
and the consumer are absolutely in
sync. We’re sharply focused on
meeting the demand for convenient
foods and drinks. It’s a global
opportunity measured in the hundreds
of billions of dollars. And it’s growing.

From Mexico to Miami to Malaysia,
people are pressed for time, so they’re
eating fewer traditional meals and
snacking more. They want convenient
food that tastes great.

That puts PepsiCo right in the
“sweet spot” of the food and beverage
arena — the center of growth today
and in the future. That’s crucial if you
want to stand out among premier
companies.

Which gets me to an important
question: What exactly is it that enables
the best consumer product companies
to grow year in and year out?

It seems to me the great companies
share five basic qualities:

1. Leadership market positions

2. Strong, well-recognized brands

3. Good growth prospects

4. Globally diverse portfolios

5. Advantaged business systems.

Today PepsiCo measures up well
on all of these. Let me show you.



0 Leadership Market Positions

Our businesses — every one of them
— rank either number one or number
two in the world, in North America
and internationally.

Frito-Lay leads the world in salty
snacks, with a market share of about
40%. It is more than seven times the
size of its next-largest competitor and
holds the top position in 20 countries,
including seven of the world’s top-10
salty snack markets. In our largest
market, the United States, Frito-Lay
accounts for 56% of salty snack vol-
ume. Outside the United States and

World Snack Chip Industry

% Volume

Includes potato chips, tortilla chips and
extruded snacks. Excludes pretzels.

Frito-Lay
40%

Frito-Lay, the leading
salty snack company,
accounts for about
40% of the world’s
salty snack market.

is the
world’s
second
largest soft
drink
company.

Lorna Aaron, PepsiCo

Pepsi-Cola=—"_

Canada, we account for
about one-third of the salty
snack market.

Pepsi-Cola, the world’s
second-largest refresh- g+
ment beverage
company, commands
a number one or num-
ber two position in more
than 50 countries.

Tropicana stands as
the largest seller and
marketer of branded
juices in the world. Itis

Sharmela Chandlall-Myrand, Frito-Lay

U.S. Snack Chip

Industry
% Volume
Includes potato chips, tortilla chips,
extruded snacks and pretzels.

Frito-Lay
56%

Procter
& Gamble 6%

World Carbonated Soft Drink

Industry
% Volume

Pepsi-Cola
21%

one of the top companies in six of the
10 largest juice markets. In the United
States, Tropicana’s share of the chilled
juice market is nearly twice that of its

nearest competitor.

Tropicana’s share of
the U.S. chilled orange
juice market is nearly
double that of its
nearest competitor.

U.S. Chilled Orange /

Juice Market
% Retail Sales in

Supermarkets

Tropicana
41%

In the United States, our
largest market, Frito-Lay is
nine times the size of its
nearest snack chip competitor.

U.S. Soft Drink Industry

% Volume

Pepsi-Cola
29%

1

Pepsi-Cola brands account
for more than $21 billion in
retail sales in North America.
Worldwide retalil sales

are more than $32 billion.



9 Strong, Well-Recognized Brands

PepsiCo owns many of the world’s
best-loved consumer brands.
Globally Lay’s potato chips is the
number one salty snack,
Tropicana Pure Premium is the
leading chilled juice and Pepsi is
the number two soft drink. Even
more remarkable, we have a
whole portfolio of powerful
brands. Sixteen of our brands
generate retail sales of more than
$500 million each, including 10
that generate more than $1 billion.
Few companies anywhere can
make that claim.

Our brand strength is especially
striking in the huge U.S. super-
market channel. We have nine of
the top-10 salty snacks, three of
the top-10 soft drink brands and

Frito-Lay North America
continued to show the

o strength that for years
of'Y"  has made it one of the

/o0 for the fu" world’s fastest growing
major food companies. Healthy
volume growth of 4% boosted our already leading market
share by nearly two percentage points to a record high of
56%o, thanks to gains across a range of our core snack
brands — especially Doritos, Fritos and Cheetos.

We also made important progress in our strategic
expansion beyond traditional salty snacks. Cracker
Jack approached the $100 million sales mark, nearly
double the level when we acquired it in 1998, as
we offered larger, more economical packages and
expanded distribution. We also introduced snack kits
that combine Fritos or Tostitos and a microwavable
container of chili or flavored dip. They’re heartier than
a snack, but lighter than a meal.

Some of the most exciting progress at Frito-Lay
involved productivity initiatives that enable us to
transform our business. Though our sales force has
used hand-held computers since 1986, we used new

four of the top-10 refrigerated
juice brands. In fact, Pepsi-Cola,

!

J

)

Top-Selling Snack Chip Brands

in U.S. Supermarkets
$ Sales in Millions

Lay’s Potato Chips

800
700
600
500
400
300
200
100

Doritos Tortilla Chips
Tostitos Tortilla Chips
Ruffles Potato Chips

Fritos Corn Chips
Cheetos Cheese Flavored Snacks

Pringles Potato Crisps
Wavy Lay’s Potato Chips

Rold Gold Pretzels
Lay’s WOW! Potato Chips

\

Frito-Lay sells nine of the
top-10 snack chip brands in
supermarkets, the largest
distribution channel.

Frank Zelesnik, Tropicana; Nicholas C. Roechell, Pepsi-Cola Bottling

of

order placement and packing technology to dramatically
improve distribution efficiency and flexibility.

The new process reduces costs, frees salespeople to
spend more time selling and allows us to add more
accounts to each sales route. And by using truck space
much more efficiently, we gain the capacity to add many
new types of products without burdening our system —
a critical step forward as we strategically expand
beyond traditional salty snacks.

Outside North America, Frito-Lay International
continued to grow, despite obstacles ranging from
economic turmoil in Brazil to earthquakes in Turkey to
floods in Venezuela. Our very large businesses in
Mexico performed extremely well. We also saw strong
results from two businesses formed in recent years
through strategic combinations: the 10-country Latin
American joint ventures we formed in 1998 and the
business that resulted after our acquisition in 1998 of
Australia’s leading salty snack company. In Brazil,
where economic conditions were toughest, we took
major steps to reduce costs in an effort to protect the
long-term strength of our business.



Tropicana Pure Premium and Lay’s Frito-Lay North America

rank among the dozen largest-selling Product Mix
brands of all product categories. % Sales In the United States
Our brands have also demonstrat- polilien . stasdn and Canada,
ed great strength internationally, _ 3% / Frito-Lay brands
where Lay’s is the largest snack Epios com \ Other account for more
brand and Doritos is the fastest grow- " \ 14% than $9 billion
ing. Pepsi-Cola is the second-largest E%ﬁ%%; — L in retail sales.
carbonated soft drink brand interna- gﬁetos Cheese g?t:}a;sto Chips Worldwide
tionally, and Tropicana Pure Premium Flavored Snacks T Frito-Lay brands
is one of the world’s leading juice Doritos generate more than
brandss. Tsiios . fonla $14 billion in
Surveys rank Lay’s and Pepsi 'gl'%)/rOTIIIaChlps 19% Rufﬁesch_ retail sales.
among the top consumer brands in S&)tato e
the world. So it’s not surprising that
when we launched Lay’s in Australia, a
large, developed snack market, it took
just six weeks to become the number  Pepsi products U.S. Top-Selling Carbonated Soft Drinks
one potato chip. That’s brand power. include carbonated Case Sales in Millions
soft drinks and i
alternative beverages. o
Pepsi-CoIa_t North America Our partnerships with §
Product Mix Lipton Teas and g
otercabonted | StArbUcks have made 00 gy & . 2
F!)E/iVOI’S Llpton BI’I_Sk and 1500 g g é . é -
Diet Colas 7 Litn Frappuccino 1000 § % g B3 .
18% Jeas coffee drink category = 3 5 3 N
Mountain é;};l afina Ieader_s, a-nd >0 < :=">’ c%
Dew & . Aquafina is now

22% % the leading bottled ’
water brand. \ /

Pepsi-Cola sells three of the top-10
s Sav. Pepet ot soft drinks in '_(he U.S. and ac_cpunts
Botting: Antoinetta paissides,  1OF @bout a third of the $58 billion
S A et oy category. Number four overall,
Mountain Dew now ranks third in a
big retail segment including most
supermarkets, convenience stores,
mass merchandisers and other outlets.

Tropicana Tropicana U.S. Product Mix
brands account % Volume

for about $2.3

billion in retail -
sal_es in the Topicana
United States. :

Tropicana Pure Tropicana

Pure Premium
60%

Premium is —_—
now the fourth

largest of all

brands sold in
supermarkets.

*Used under license agreement.



e Good Growth Prospects

Annual Per Capita Consumption

of Snack Chips

In Pounds

Includes potato chips, tortilla chips and extruded
snacks. Excludes pretzels.

to-drink tea, coffee drinks, juice
products and isotonic sports
drinks. With the ability to take
almost any shelf-stable bever-

In our businesses, opportunities
abound.

At Frito-Lay North America, we
continue to build our core salty snack

business — potato chips, corn chips age to hundreds of thousands =

and cheese puffs — in two basic of outlets each day, the ’%

ways. We create a continual stream of Pepsi-Cola system has the 16 g %

great new products, the kind that have 14 = 8

generated 75% of Frito-Lay sales Relatively low 2 T £ 3

growth since 1991. We also target consumption of snack g 8 g g R

underdeveloped regions, categories chips in most of the 6 3 = é 4

and distribution channels. Simply world offers huge 4 T £

raising them to our national share growth opportunities 2 = 3
0

could add $500 million in sales.

At the same time, Frito-Lay is
expanding beyond traditional salty
shacks into what we call “convenient
impulse foods,” a larger $20 billion
market that includes products like trail
mix, snack kits and meat snacks.
These types of products represent big
new growth opportunities that can
leverage Frito-Lay’s strength in
research, development, marketing,
manufacturing, selling and distribu-
tion. And to accommodate more
products, we’ve designed a way for
our delivery trucks to handle twice as
many items as before.

Outside North America, Frito-Lay
has an enormous opportunity. In the
last decade the international salty
shack market has grown from $10 bil-
lion to more than $20 billion, yet most
markets remain vastly underdevel-
oped. So here Frito-Lay focuses on
the basics: making top-quality salty
shacks, keeping them affordable and
distributing them more widely each
year. By doing that we’ve built a $1
billion salty snack business in Mexico
alone. Raising consumption in all our
international markets to Mexico’s level
would expand the market opportunity
by tens of billions of dollars.

Likewise Pepsi-Cola North America
is pursuing several exciting avenues of
growth. It is building its traditional
brands in the $58 billion carbonated
soft drink market. At the same time, it
is reaching into newer, faster-growing
categories, like bottled water, ready-

for Frito-Lay.

Changes completed in 1999 have substantially
improved both our competitive position and
our prospects for growth.

We wanted to consolidate most of our
manufacturing and distribution into a few
“anchor” bottlers — businesses with the
scale, financial resources, operating skills and geographic reach to
provide great service to retailers of all sizes and succeed against a
large, well-financed competitor.

So we combined PepsiCo-owned bottling assets with those of several
large franchisees to form four even larger bottlers in which we hold
minority stakes: The Pepsi Bottling Group, Whitman, PepsiAmericas and
Pepsi Bottling Ventures. They account for 75% of our U.S. volume. The
Pepsi Bottling Group sold 60% of its common stock. These transactions
yielded $5.8 billion to PepsiCo and reduced our asset base significantly.

All this freed Pepsi-Cola North America to focus on marketing and
brand building. Our volume grew only slightly, as the first major retalil
soft drink price increases in years dampened consumer demand in
summer and fall. The good news is, improving volume later in the year
showed consumers adjusting as we expected.

Among our most noteworthy gains: Volume in mass merchandisers
grew more than 30%, Mountain Dew moved up to become the number
three soft drink in measured retail channels in the United States, and
Aquafina became the leading bottled water.

Amid economic challenges in many countries, Pepsi-Cola
International posted modest volume growth but gained market share
faster than our largest competitor. Particularly encouraging was where
we showed the greatest strength. A number of our established markets
and our most important developing markets posted healthy volume
gains, including Europe, the Middle East, China and India — a clear
sign that years of investment are paying off. A decade ago China and
India weren’t even in our top 30 markets. Today they’re our third and
fifth largest.




flexibility to adapt and grow as
consumer tastes evolve.

Internationally Pepsi-Cola is team-
ing up with bottling partners that have
the size and strength to operate eco-
nomically and compete effectively.

We also continue to invest aggressive-
ly in our established markets, like the
Middle East, as well as in large emerg-
ing markets like India and China where
the playing field is level and the growth
prospects are particularly bright. It's
paying off. Pepsiis India’s biggest-
selling cola brand.

Tropicana meanwhile leads growth
in one of North America’s fastest
growing grocery categories, chilled
juices, in part by providing nutritionally

Frito-Lay Volume and Share of Major Snack Chip
Categories in U.S. Supermarkets and Other

Measured Channels
In Millions of Pounds

Potato Chips 64%
Tortilla Chips

Pretzels 26%

Extruded Snacks =~ 56%

Corn Chips

82%
0 100

200 300 400

5%

500

innovative products. Itis also pursu-
ing geographic opportunities, building
its national and regional shares in
chilled juice in an effort to achieve
everywhere the kind of commanding
presence it has in the Northeast. With
just one-fifth of American breakfasts
including orange juice today, the
growth potential for Tropicana is huge.
Shelf-stable juice products offer yet
another largely untapped opportunity,
particularly as Tropicana brings to bear
its health and nutrition credentials.
And a rapidly growing international
business has shown clearly
Tropicana’s exciting prospects around
the world.

Barbara Morrison, Frito-Lay; Zenil Kane, Pepsi-Cola Bottling

Frito-Lay is
building its core
salty snack
business by
introducing new
products and

targeting
-«— |ess-developed
Frito-Lay categories,
Industry regions and
L distribution
600 700 800 channels.

Doris Baglione, Tropicana; Randy Knopf, Frito-Lay;

U.S. Alternative Beverage Growth
% Volume Growth

Industry

Pepsi-Cola

Pepsi-Cola’s alternative
beverage business, including
bottled water, ready-to-drink
teas and coffee drinks, sports
drinks and juice drinks, grew
70% faster than the category.

Lillian Vega, Pepsi-Cola Bottling

Worldwide

Carbonated Average Per Capita Consumption of
softdrink Carbonated Soft Drinks

consumption Is In Gallons

growing. On 60 v

average, people %

outside the  —= g8 £
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Annual Per Capita Consumption of Not-from-concentrate orange Not-From-Concentrate

Ready-to-Drink Juice juice sales grew at a compounded Orange Juice Sales in
IniGalions annual rate of 13% from 1995- gési -S.‘;p.erm";‘{-}fets
1 . 1999. Sales of Tropicana Pure eral safes I ATIons
12 g g Premium accounted for 72% 1600

10 g £ " of the category and grew even 1500

8 8 % 8 = faster at 14%. 1400

6 g § g 1300

4 R 1200

2 = £ 1100

K . .
0 — Consumption of ready-to-drink 1000
~N juice in most countries is low s00 K

relative to the United States, but is
growing consistently. Tropicana is
in a strong position to capitalize on
this growth.

Frlto_-_Lay is expanding beyond U.S. Convenient Impulse Food Categories
traditional salty snacks (corn  ——= g(jto_| ay Share of Industry

chips, potato chips, cheese puffs)  $salesin Billions

into the broader market for Four Year Growth Rate
convenient impulse foods. -~
. Traditional Sal
This includes two large segments (59 Gronth)
growing at least twice as _
fast as traditional salty snacks: e o)
“wholesome snacks” Frito-Lay Share
(wheat snacks, pretzels) and U S ey
v X o (7% growth) Industry Sales
convenient fuel” (dips, snack 5 A . ; : 0

kits, meat snacks and nuts).

Victor Benoit, Frito-Lay

4 In its first full year as part of PepsiCo,
roplcana Tropicana clearly showed the power of
e its brands and its ability to grow though
innovation. Despite higher prices due
to a shortfall in the orange crop, Tropicana posted global volume growth
of nearly 4%.

Tropicana Pure Premium brand led the way, with an 8% volume gain,
attributable in large part to the tremendous appeal of our chilled orange
and grapefruit juices fortified with vitamins and calcium. The success
of these products offers a hint of our exciting opportunity in the growing
market for “functional” foods with added nutritional benefits.

When it comes to building functional foods, Tropicana Pure Premium
orange juice is the perfect starting point. It naturally provides an array
of health benefits including Vitamin C, potassium, thiamin and folate.

By building on that nutritional base while preserving the great taste of
our not-from-concentrate juice, we're creating products that really
excite consumers.

Tropicana Twister shelf-stable juice products also posted strong
volume growth of more than 30%, offering a great example of how we
succeed by identifying what consumers want and giving it to them. We

Maureen Finke,

Eritg)»l.taé; relaunched the brand in 1.75-liter plastic bottles, instead of smaller
obert Gee, oo -
Pepsi-Cola glass bottles, providing greater convenience and value.



@ Globally Diverse Portfolios

In recent years we’ve made important
strides in diversifying our global
portfolio beyond our North American
roots. Today Frito-Lay operates in 42
countries and generates 32% of
revenues outside North America. To
step up the diversification effort and
capitalize on a particularly compelling
opportunity, early in 2000 we created
two geographic units within our inter-
national snack business: Frito-Lay
Latin America/Asia Pacific/Australia and

Frito-Lay Snack Chip Share in Major

International Markets

Includes potato chips, tortilla chips, extruded

snacks. Excludes pretzels.

Mexico
Netherlands 60%
South Africa 59%
Brazil 50%
Australia 43%
Spain 42%
United Kingdom 40%

Worldwide Frito-Lay

Volume by Region
% Volume

Middle East/Africa

2%

North America
Latin America  55%
%

/ Europe
12%

Asia/Pacific 4%

Our international snack chip
business grew 10%, including
acquisitions and mergers. We
are successfully building our
global brands as well as
products tailored to local tastes.

Carlos Martell, Frito-Lay; Michael C. Daly, Tropicana

Frito-Lay Europe/Middle East/Africa.

Pepsi-Cola reaches about 160
countries and draws 37% of its
revenues from outside North America.
We actually sell more of our flagship
Pepsi-Cola brand outside North
America than inside.

And while more than 85% of

Worldwide Pepsi-Cola

Volume by Region
% Volume

North America

5%

; ) . Europe
Tropicana’s sales are in North 11%
America, it already has a presence in

i i 1%
abput 50 countries spannlng Europe, Middle East o
Asia and South America. & Africa 8%

T

Pepsi-Cola brands are
available in some 160
countries and command
the number one or two
position in some 50 of
these markets. Outside
North America two of our
largest and fastest growing
businesses are in India and
China, which include more
than a third of the world’s
population.

Frito-Lay is the salty
snack market leader
in about half the

Gl A countries in which we
have operations. We
are using Mexico as
a model for building
our snack business in
many other less
developed markets.

Worldwide Tropicana

Volume by Region
% Volume

Asia
1%
Europe
8%
Canada &
Latin America

% \

We’re expanding inter-
nationally. Tropicana
products are available in
more than 50 countries.




®Advantaged Business Systems

The way we take our products to
market gives us compelling advan-
tages — from our product innovation
capabilities to our patented manufac-
turing processes, to the vast scale of
our manufacturing and distribution
systems.

While most companies rely on
third-party distributors, the bulk of our
products go to market through our
own (or our bottlers’) “direct store
distribution” systems. These
systems give us great control of our
business and provide clear benefits to
retailers. We take our products to
customers in our own trucks and even
put them on the shelves. So our
shacks and beverages are fresh, well
displayed and handled carefully — all
crucial in selling impulse foods.

Direct store distribution has always
been highly profitable for retailers
because it reduces the work they have
to do. But it’s becoming even more
valuable to them as they continue to
consolidate and focus on improving
their bottom line. That gives us a real
advantage over most competitors.

The massive scale of our systems
in itself creates tremendous advan-
tages. Frito-Lay North America, for
example, can leverage productivity
gains across 45 plants, more than 200
distribution centers and 15,000 sales
routes. It can get a new product into
nearly 470,000 retail outlets in a mat-
ter of weeks. And just imagine the
purchasing power of a company that
buys six billion pounds of corn and
potatoes a year. In just the last four
years Frito-Lay North America esti-
mates it has generated productivity
savings of nearly $500 million. That
makes us not just more efficient, but
more competitive. We call it
“Productivity for Growth.”

Pepsi-Cola has been building a
similar scale advantage by consolidat-
ing bottling operations, particularly by
forming in 1999 four very large anchor
bottlers with powerful systems, broad

geographic reach and the financial
resources to continue expanding.

Great Leaders
So there you have it: the traits that distin-
guish the world’s best consumer

products companies. We’ve got them all.

Which to me says everything about
our future. We’'re closing in on our
aspirations every day.

Of course there’s one more aspect
of PepsiCo that may say more about
our future than anything: our wealth of
great leaders. | am delighted to tell
you that in 1999 our Board of
Directors named Steve Reinemund
president and chief operating officer
of PepsiCo. A superb leader as CEO
of Frito-Lay and earlier of Pizza Hut,
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Frito-Lay’s direct store
delivery system puts product
directly on store shelves,
making sales more profitable
for the retailer. Frito-Lay
visits nearly 470,000 retalil
accounts each week in the
U.S. and Canada.

Pepsi-Cola manufactures
and sells the concentrate
used in Pepsi-Cola soft
drinks and oversees national
marketing, advertising, new
products and packaging.
Our huge bottling system
produces the finished
product and distributes to
retailers. Consumers drink
over 200 million servings of
Pepsi products a day.

Tropicana squeezes nearly
five billion oranges and
grapefruit each year to

make more than one million
gallons of juice every day.
Refrigerated railcars and
trucks transport the juice to
centers where it is picked up
and distributed to retailers.



Steve will contribute even more to our
success in the future.

We’ve also added several excellent
members to our board: Arthur
Martinez, chairman, president and
chief executive of Sears, Roebuck;
Franklin Raines, chairman and chief
executive of Fannie Mae; Cynthia
Trudell, chairman and president of
General Motors’ Saturn Corporation,
and Solomon Trujillo, chairman, presi-
dent and chief executive of U S WEST.
Each brings intelligence, perspective
and experience that will benefit
PepsiCo for years. Let me also offer
my thanks to several departed or out-
going board members: Craig
Weatherup, who stepped down from
the board in 1999 when he became

chairman and chief executive of The
Pepsi Bottling Group, and Roy Vagelos
and Arnold Weber, who will retire from
the board in May 2000. Over the years
they have shared their wisdom and
insight and have been tireless advo-
cates for shareholders. In the process,
they have helped make this a better
corporation.

So PepsiCo enters the new millenni-
um financially strong, sharply focused
on our packaged goods strengths and
poised to pursue the vast and
growing opportunity in convenient
foods and beverages.

We’ll see what the future holds.
We’ve set some ambitious financial
goals: double-digit profit growth,
strong cash flow, a billion dollars a

year in share repurchases and a return
on invested capital that improves
each year from the 20% we posted in
1999. But | believe we’ll achieve
those goals. They’re well within our
reach.

We’ve got so much going for us —
so much promise and 116,000 terrific
employees to make it happen. You
can understand why I’'m confident
PepsiCo will earn a place among the
very best of the world’s premier con-
sumer product companies.

°/ g B SN
Roger A. Enrico

Chairman of the Board and
Chief Executive Officer

Corporate Citizenship

Part of being a premier company is being a good
corporate citizen. PepsiCo has a strong record of
community support and corporate citizenship.

Community: PepsiCo, through the PepsiCo
Foundation and its operating divisions, donated nearly
$13 million to nonprofit organizations in 1999. In
addition, we donated several million dollars’ worth of
products and services. Our efforts were noticed: In
1999, Worth magazine named PepsiCo to its list of the
50 “Most Generous Companies.”

Suppliers: PepsiCo is a leader in supporting the
development of minority and women entrepreneurs. In
1999 we bought more than $350 million worth of goods
and services from minority- and women-owned suppliers.
Since 1982, our Minority and Women’s Business
Enterprise (M/WBE) program purchases have amounted
to nearly $4 billion. We’ve received many awards. In
1999, Pepsi-Cola was hamed Corporation of the Year by
the New York/New Jersey Minority Purchasing Council.
Frito-Lay was named Corporation of the Year by
the Dallas/Fort Worth Minority Business Development
Council and the North Texas Minority Entrepreneur
Development Week Committee.

Employees and Business Partners: We value our
people highly and strive to provide a workplace that is
challenging, diverse, welcoming and fun. In 1999
Fortune magazine named PepsiCo to its list of “The 50
Best Companies for Asians, Blacks and Hispanics” and
Hispanic magazine included Pepsi-Cola and Frito-Lay on
its Hispanic Corporate 100 list of companies providing
the best opportunities for Hispanics. In 1998, the Council
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on Economic

Priorities named

PepsiCo to its Honor Roll of companies recognized
as tops in minority and women’s advancement,
workplace issues, family benefits, charitable giving,
community outreach, environment and social
disclosure. By the way, if you’d like to join us, look at
the career opportunities on our website.

Environment: We’re committed to being environ-
mentally responsible and to minimizing the impact of our
businesses on the Earth. We encourage conservation,
recycling and energy use programs that promote clean
air and water and reduce landfill. A report on our
environmental commitment is available on our website.

Corporate Headquarters: If you’re near our
headquarters in Purchase, New York, please drop in.
Our grounds are home to The Donald M. Kendall
Sculpture Gardens, the vision of PepsiCao’s co-founder
and former chairman of the board and chief executive
officer. We open them to the public to share the inspiring
beauty of 45 sculptures by major twentieth century
artists, all set on an ever-changing botanical canvas.

Learn More: You can visit the PepsiCo website
at www.pepsico.com. Worth magazine’s list is at
www.worth.com. Fortune magazine is at
www.fortune.com and Hispanic magazine’s list is at
www.hisp.com/janfeb99/corplist.html.

For directions to PepsiCo headquarters write to:
Donald M. Kendall Sculpture Gardens
PepsiCo, Inc.

Purchase, NY 10577.



