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Notes to Consolidated Financial Statements. 

The notes to the consolidated financial statements includes

 Note 1-Basis of presentation and our divisions

 Note 2- Our significant account policies

Note3-Restructuring and impairment charges

Note 4- Property, Plant and equipment and intangible assets

Note 5-Income taxes

Note 6-Share-based compensation

Note 7-Pension, Retiree medical and savings plans

Note 8- Related party transactions

Note 9- Debt obligations and commitments

 Note-10 Financial instruments

 Note 11-Net Income attributable to PepsiCo per Common Share

Note-12-Preferred Stock

Note 13-Accumulated other comprehensive Loss Attributable to PepsiCo

Note 14- Supplemental Financial Information and Note 15-Diverstitures.

Potential Accounting Changes, Estimates and Error Corrections 

 Based on the review of the annual report of PepsiCo, there are exists various accounting estimates and changes that occurred in the last one year. They include a recent accounting pronouncement “In 2015, the Financial Accounting Standards Board (FASB) issued guidance which requires that debt issuance costs related to a recognized debt liability…” The company as able to adopt the accounting changes in the recognition of its debt liability.  The company also relied on the fair value method to enhancing the accounting of the employee’s stock options through the Black Scholes Valuation approach. In terms of revenue recognition, it states “We recognize revenue upon shipment or delivery to our customers based on written sales terms that do not allow for a right of return” (Annual Report, p.46). The accounting policy on revenue recognition is useful in overcoming potential limitations in accounting for the overall sales including credit sales. 

3. Policy change on revenue recognition
 The accounting policy change on revenue recognition ensures that when the customers receives their orders and sales invoices, they are recognized as revenues in the company. It is because the company does not allow for return of products to the company. Based on the policy change relating to the accounting pronouncement, it stipulates that the company should recognize the costs relating to the debt as part of the liability.  In most occasions, the companies recognize the costs of finance as expenses, but the change ensured that the costs of debt financing is instead recognized as debt liability. The value of employees’ stock rights involved the use of fair value accounting method which relies on the market data. 

4. Retrospective Changes 

Based on the findings of the annual report, it is clear that the can involves certain changes in the accounting for the consolidated investments within its subsidiaries and other markets.  The retrospective changes help to ensure that the accounting for the investments is sensible. Another retrospective change in the financial statement is the accounting for organic revenue growth.  The company did not adopt the recommended approach by the U.S GAAP in evaluating the revenue growth.  Unlike the U.S GAAP, the retrospective change in accounting policy of organic revenue growth excludes the impacts of the divestitures, acquisitions and other structural adjustments including the deconsolidation of Venezuela and gains or losses from the foreign exchange translations.

Source: PepsiCo Annual Report 2015

