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Report of Independent Registered Public Accounting Firm

Plan Administrator
PBG 401(k) Program:

We have audited the accompanying statements of assets available for plan benefits of the PBG
401(k) Program (the Plan) as of December 31, 2004 and 2003, and the related statement of
changes in assets available for plan benefits for the year ended December 31, 2004. These
financial statements are the responsibility of the Plan’s Administrator. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by the Plan’s management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the assets available for plan benefits of the Plan as of December 31, 2004 and 2003, and changes
in assets available for plan benefits for the year ended December 31, 2004 in conformity with
U.S. generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental Schedule H, line 4i - Schedule of Assets (Held at End of
Year) as of December 31, 2004 is presented for the purpose of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by the
Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974, This supplemental schedule is the responsibility of the
Plan’s management. The supplemental schedule has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements, taken as a whole.

KPMme LP

June 15, 2005




PBG 401(k) Program
Statements of Assets Available for Plan Benefits
As of December 31, 2004 and 2003

(in thousands)

2004 2003
Assets

Investments:
Plan interest in PBG Master Trust, at fair value (note 3).... $144,989 $128,355
Participant 10ans...........cococeveiincininenicnie e 12,052 10,457
157,041 138,812

Receivables:
Participant contributions .........ccooccvvereeeieneenniinsenienn e 325 309
Employer contributions..........cccccvevveeiivenveccminececsesecsneenns 112 107
437 416
Assets available for plan benefits ..o 157,478 139,228

See accompanying notes to the financial statements.




PBG 401(k) Program
Statement of Changes in Assets Available for Plan Benefits
Year Ended December 31, 2004

(in thousands)

2004
Additions to assets attributed to:
Investment income:
Plan interest in net investment income
of PBG Master Trust (N0t€ 3 ) ...covevveeeeirieeerierecreeeeeeeeeneenen, $12,112
Interest on participant 10ans ........c.cocceverirenerenineecnern e 626
12,738
Contributions:
PATtiCIPANT ......ereiiieeiicee et e 18,090
S 4110 [0) =) o SO 5,441
23.531
Total additioNS ...cccvveieiieei e e s 36.269
Deductions from assets attributed to:
WIhATaWals ..ot e st 11,827
Total deduCtions.........ccceuiiierireie et 11.827
Net increase prior to transfers.............oooevviiii i, 24.442
Net transfers to PBG 401(k) Savings Plan (note 3) .....cc.oeeeiriinninne, (6.192)
Net increase in assets available for plan benefits .................................. 18,250
Assets available for plan benefits at beginning of year......................... 139,228
Assets available for plan benefits atend of year...............cccoveeeinenen, 157,478

See accompanying notes to the financial statements.
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PBG 401(k) Program

Notes to Financial Statements

Summary Plan Description

The following brief description of the PBG 401(k) Program (the “Plan”) provides only general
information. Participants should refer to the Plan document for a more complete description of the
Plan's provisions.

General

The Plan is sponsored by The Pepsi Bottling Group, Inc (“PBG”). The Plan was created as of January 1,
2001, as a result of the PBG 401(k) Plan being split into two separate 401(k) plans. The PBG 401(k)
Plan was split into the PBG 401(k) Savings Program and the Plan. The participant’s rights under both
plans are identical, and have not changed due to the split. Each is a separate plan and has distinct
participation criteria. Both 401(k) plans referred to above participate in the Defined Contribution Plans
Master Trust Agreement between The Pepsi Bottling Group, Inc. and State Street Bank and Trust
Company (the “Trust”). There are no other participants in the Trust.

The statements contained herein are that of the Plan. Any employee within a group or class so
designated in the Plan document is eligible to participate in the Plan. The Plan is subject to the
provisions of the Employee Retirement Income Security Act of 1974, as amended ("ERISA").

Contributions

Each participant in the Plan may elect to contribute up to 25% of his or her eligible pre-tax earnings.
For calendar year 2004, the maximum pre-tax contributions permitted under federal law was $13,000.
However, a participant's contributions may be further limited as a result of the nondiscrimination test
criteria as defined by the Internal Revenue Code (“IRC”).

Effective January 1, 2002, participants who reach age 50 during the year, and who contribute the
maximum allowed under the Plan for the year 2004, are allowed to contribute an additional $3,000 to
the Plan (“Additional Contribution”). For qualifying participants, the resulting overall maximum for
2004 was $16,000.

PBG makes matching contributions to the Plan on behalf of participants eligible to receive such
contributions. The matching contributions are made to the Plan in cash and invested only in the PBG
Stock Fund. The dollar amount of the Additional Contribution is not eligible for PBG matching
contributions.

If the participant has one or more but less than 10 years of eligible service, the PBG match will equal
$0.50 for each dollar the participant elects to defer up to 4% of the participant’s pay. If the participant
has 10 or more years of eligible service, the PBG match will equal $1.00 for each dollar the participant
elects to defer up to 4% of the participant’s pay.

Participant Accounts

Each participant’s account is credited with the participant’s contribution, PBG’s matching contribution
and Plan earnings, and charged with an allocation of administrative expenses, if applicable. PBG’s
matching contributions remain invested in the PBG Stock Fund until participants are within five years
of their earliest retirement date at which time they may diversify into other investment funds maintained
under the Plan.




PBG 401(k) Program

Notes to Financial Statements

Participant Loans

The maximum amount a participant may borrow is the lesser of 50% of their vested interest under the
Plan or $50,000 reduced by the highest outstanding loan balance during the preceding one-year period.
The interest rate for loans is based on the prime rate plus one percent. In addition, a one-time loan
origination fee of $35 and a monthly maintenance fee are charged to those participants who obtain a
loan. Interest on loans is allocated to each of the remaining funds based upon the participant’s
contribution election percentages. Any loans outstanding are treated as a taxable distribution to the
participant if the loans are not repaid as specified in the Plan document.

Allocation of Participant Contributions
Participants must allocate their contribution to the Plan by specifying the percentage to be invested in
any or all of the separate investment funds maintained under the Plan. If a participant elects to

contribute to the Plan but fails to designate an investment fund, the participant's contributions will be
invested in the Security Plus Fund.

Investment Options
Investment options are subject to market fluctuations and there are no guarantees of future performance.

Each participant in the Plan elects to have contributions invested in any one or combination of the
following separate investment options:

PBG Stock Fund: This fund invests primarily in the common stock of PBG. Earnings are applied
primarily to the purchase of additional shares of PBG’s common stock.

Large Cap Equity Index Fund: This fund invests in stocks that make up the S&P 500 Index in
proportion to their weighting in the S&P 500 Index. The fund is designed to match the performance of
the S&P 500 Index, a widely recognized benchmark of large capitalization U.S. companies. ‘

Mutual Fund Window: The Mutual Fund Window includes more than 70 mutual fund options. Some
of these funds are Asset Allocation Funds that invest in a changing mix of stocks, bonds and short-term
investments. The remaining funds provide specialized investment objectives within most major asset
categories.

Fidelity BrokerageLink: This investment option is administered by Fidelity Investments and the agents
it employs as securities brokers to execute participant's trades. This investment option permits
participants and beneficiaries to invest all or a portion of their interest in the Plan in additional choices
for self-directed investment, subject to written rules and procedures published by the Plan
administrator. The investments available under this option are stocks, corporate bonds, zero-coupon
bonds, U.S. Treasury securities, mortgage backed securities and U.S. government agency bonds,
certificates of deposit, unit investment trusts, foreign securities, Fidelity mutual funds, and non-Fidelity
mutual funds as specified by the Plan administrator.

Mid Cap Equity Index Fund: This fund invests in the stock of the 400 medium-sized U.S. companies
that make up the Standard and Poor’s MidCap 400 Index. These companies represent the middle tier of
the U.S. stock market.




PBG 401(k) Program
Notes to Financial Statements
Total U.S. Equity Index Fund: This fund invests in the stock of approximately 5,000 small, medium,

and large publicly traded companies representing a broad cross-section of U.S. sectors and industries.
The fund’s benchmark is the U.S. Equity Market Index.

Bond Index Fund: This fund invests in a well-diversified bond portfolio that is representative of the
U.S. investment-grade bond market. The fund’s objective is to match the performance of the Lehman
Brothers Aggregate Bond Index.

Small Cap Equity Index Fund: This fund invests in a broad range of small-capitalization U.S.
companies. The fund attempts to match the performance of the Russell 2000 Index.

International Equity Index Fund: This fund invests in almost 1,000 stocks in 20 countries in Europe,
Australia, Asia and the Far East representing approximately 60% of the total market capitalization in
those countries. The fund attempts to match the performance of the Morgan Stanley Capital
International EAFE Index.

Security Plus Fund: This fund invests in a diversified portfolio of U.S. Treasury bonds, corporate
bonds, mortgage-backed securities, and other fixed-income investments. The objective of this fund is to
provide, over a period of time, a higher rate of return than average money market funds while
preserving principal. This fund serves as the default option if no funds are actively elected at
enrojlment.

Trustee

The investments of the Plan are maintained in the Trust by State Street Bank and Trust Company (the
“Trustee™).

Liquidity

The Trustee has been authorized in accordance with investment guidelines established by PBG to invest
a portion of the assets of the PBG Stock Fund in short-term investment funds managed by the Trustee
or to hold a portion of those assets in cash. The percentage of assets held for this purpose is normally
expected to range from 0 to 10 percent, but under extraordinary circumstances, the percentages may be
temporarily higher. Consequently, the mix of cash, securities, and other investments in each of the
investment funds could vary significantly at any given time and the performance of any particular fund
may not match the performance of the fund or stock, as the case may be, outside the Plan assets. Any
cash balances included in the respective funds are included in investments in these financial statements
and schedules.

Vesting

A participant is fully and immediately vested in the participant’s elective deferrals and any gains or
losses thereon. A participant will become vested in the PBG matching contribution and any gains or
losses thereon when any of the following occurs: the participant completes five years of eligible service
with PBG, PepsiCo, Inc. (prior to April 6, 1999) or certain acquired companies, reaches normal
retirement age, dies while employed by PBG or receives a transfer to PepsiCo, Inc. that is approved by
PBG. If a participant is actively employed and has less than five years of service, he or she is partially
vested based on the following: less than two years, 0%; two years, 25%; three years, 50%; four years,
75%; and five or more years, 100%. Any forfeiture may be used to reduce PBG matching contributions
to the Plan, or they may be used to pay expenses, as determined by the Plan Administrator, at its sole
7
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PBG 401(k) Program

Notes to Financial Statements

discretion. Forfeitures in the Plan totaled $159,000 in 2004. As of December 31, 2004 and 2003,
$5,000 and $34,000, respectively, was available to pay for future administrative expenses of the Plan or
to reduce future PBG matching contributions.

Withdrawals

Distributions under the Plan are made upon a participant's death, disability, retirement or termination of
employment. In the case of a participant who has not yet attained the age of 59 !4, withdrawals shall be
permitted in the event of hardship. In addition, participants may take an in-service withdrawal as often
as twice a year. If the participant has not yet attained the age of 59 !; at the time of the in-service
withdrawal, the withdrawal may only be taken from their rollover contributions (and earnings thereon).
If the participant is age 59 2 or older at the time of the in-service withdrawal, the withdrawal may be
taken from all vested balances. As discussed above, the Plan also permits withdrawals under a loan
program.

Termination

After termination of employment, except for certain rollovers, new contributions are not permitted. If
the participant’s balance is over $5,000, they can elect to leave their funds in the Plan until they are age
70 ', or they can request a final distribution payout. Effective January 1, 2002, former employees who
are not retirement eligible, who elect to leave their funds in the Plan, are charged a quarterly
recordkeeping fee of $6.50. If their balance is $5,000 or less but more than $1,000, participants will be
automatically rolled over into an individual retirement plan within the meaning of Section 401(a) (31)
(B) of the Internal Revenue Code of 1986 as amended, unless they elect a distribution or rollover their
balance into another qualified plan or IRA within a specific time frame as outlined in the Plan
document. If their balance is $1,000 or less, participants will receive a distribution check unless they
elect an in-kind distribution of stocks and bonds or rollover their balance into another qualified plan or
IRA within a specific time frame as outlined in the Plan document.

(2) Summary of Accounting Policies
Basis of Accounting
The financial statements of the Plan are prepared under the accrual method of accounting.
Use of Estimates

The preparation of financial statements, in conformity with accounting principles generally accepted in
the United States of America, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, changes therein and disclosures of contingent assets and
liabilities at the date of the financial statements. Actual results could differ from those estimates and
assumptions.

Investment Valuation

The Plan’s investments are held in a Master Trust. The following are the investment valuation and
income recognition policies of the Master Trust and the Plan.

The investments in each fund (except for the Security Plus Fund, Fidelity BrokerageLink, commingled
trust funds and the Participant Loan Account) consist of mutual funds and are valued in units at quoted
8
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PBG 401(k) Program

Notes to Financial Statements

market values. PBG stock is valued based on quoted market prices. Investments in the Security Plus
Fund are valued at fair value. Investments in the Fidelity BrokerageLink are valued based on quoted
market prices of participants' investments. Shares of commingled trust funds are stated at fair value,
which represents the net asset value of shares held by the Plan as reported by the investment manager of
the fund. Funds may contain short-term investments that are recorded at cost, which approximates fair
value. Participant loans are valued at cost, which approximates fair value.

Income Recognition

Dividend income is recorded on the ex-dividend date. Income from investments is recorded as earned
on an accrual basis. Purchases and sales of securities are recorded on a trade-date basis.

Reclassifications

Certain r eclassifications were made to the notes to the financial statements to the 2003 amounts to
conform with the 2004 presentation.

Investment in PBG Master Trust

The Master Trust permits the commingling of various investments that fund Company-sponsored
benefit plans for investment and administrative purposes. Although assets are commingled in the
Master Trust, Fidelity Investments Institutional Operations Company, Inc. maintains records for the
purpose of allocating contributions and changes in net assets of the Master Trust to participating plans
based upon each plan’s proportionate interest in the Master Trust.

The investments of the Trust, at fair value, are as follows at December 31, 2004 and 2003:

(in thousands) 2004 2003

CommON StOCK ...o..veieeiiereceiieecvissr e eceeeeseeereeevesvens $231,692 $194,861
Mutual funds.....cceeeeiiiereiieiee e 126,289 104,122
Fixed income portfolio............cocoovvviiiiiiiinnnns 119,832 113,366
Commingled trust funds...........ccccoveeeniecnnnnnecen, 116,863 99,901
Cash and cash equivalents ' .............ccoocovevvveernnne. 16,187 14,400
Total investments of PBG Master Trust ................. £610,863 $526.650

Total investments applicable to
PBG 401(k) Program ........ccccovevevvenenicenenseninnns $144.989 $128,355

! Cash and cash equivalents represent the cash balances within each investment fund.




PBG 401(k) Program

Notes to Financial Statements

The following presents investments that represent 5% or more of the Master Trust’s assets as of
December 31, 2004 and 2003:

(in thousands) 2004 2003

PBG Stock FUnd® ....ovivieeeeeiics e eeeese e $223,117 $187,252
Security Plus Fund.......cc.coeviiiiviici e 126,066 118,161
Large Cap Equity Index Fund.........c.coceineninninns 79,891 71,305
Fidelity Equity Income Fund™** ............cc..cccovneni. 58,065 52,129

* A portion of the PBG Stock Fund is a nonparticipant-directed investment.
** Fidelity Equity Income Fund is included in the Mutual Fund Window.

Net investment income of the Trust for the year ended December 31, 2004 is as follows:

(in thousands) 2004
Net appreciation in fair value
of investments:
Commingled trust funds .........ccccooeecrneceriennnne $ 12,266
Mutual funds......cceeeeevieviiiier e, 8,371
Common StOcK ......covvicrvieiviinrenr e 21,111
Net appreciation.........cocieercereovrnnercenenenenenenennee 41,748
Interest and dividends...........cccccevivieiieiniireccinreee e 10,698
Investment eXPenses ..ot (486)
Net investment iNCOME ........ccccecveeeereeiiereeieneereereee e, $ 51,960

Plan’s interest in net investment income
Of PBG Master Trust....c.ccooviieveiieeeeivereierieeneeee e $12.112

At December 31, 2004 and 2003, the Plan’s interest in the assets of the Trust was approximately 24%.

During 2004, $6.2 million was transferred out of the Plan as a result of net transfer activities within the
Master Trust.

The Plan offers a number of investment options including common stock and a variety of investment
funds, some of which are mutual funds and commingled trust funds. The funds invest in U.S. equities,
international equities, and fixed income securities. Investment securities, in general, are exposed to
various risks, such as interest rate, credit, and overall market volatility risk. Due to the level of risk
associated with certain investment securities, it is reasonably possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect amounts,
reported in the statements of Assets Available for Plan Benefits and participant account balances.

The Plan’s exposure to a concentration of credit risk is limited by the diversification of investments
across ten participant-directed investment options. Additionally, the investments within each

10




PBG 401(k) Program

Notes to Financial Statements

participant-directed investment option are further diversified into varied financial instruments, with the
exception of the PBG Stock Fund, which principally invests in a single security.

(4) Nonparticipant — Directed Investments

PBG makes matching contributions to the Plan, all of which are made to the PBG Stock Fund. As a
result, a portion of the PBG Stock Fund is considered a nonparticipant-directed investment.
Information about the assets at December 31, 2004 and 2003, and the significant components of the
changes in assets for the year ended December 31, 2004, relating to the PBG Stock Fund for both the
participant and nonparticipant-directed accounts are as follows:

(in thousands) 2004 2003
PBG Stock Fund:

PBG common StOCK.......ccceovmviiiniisriseeseenrserseneens $58,198 $49,568

Cash and cash equivalents.........cccoevevvrivecnvereennnen. 1,098 1,481

Interest and dividends receivable ..........cccocveeeenne. 109 22

59,405 51,071

Participant contribution receivable ...........ccoovrenens 90 85
Employer contribution receivable.........cocovceverenenicnnnne 112 107
ASSBES ettt et 59,607 $51,263
(in thousands) 2004
Assets at beginning of Plan year.........ccoceveenercenene e $51.263

Net appreciation of PBG common stock................. 5,249

Interest and dividend income..........cceervenrirceninne. 351

Investment eXPenses .....cccoveevvcvererreeenneeccnnesenerenes (74)

Employer contributions.........cccooveeesvereroenecnnennieeene 5,441

Participant contributions ........c.ccccoeerveeeicnr v iecennens 5,045

Withdrawals ......ccoeevrvieiiicincc e (4,622)

Net 10an activVity ....cooceeeeererveeiiieiie et (972)

Net transfers to other funds ........cocceevvrinincnnnee. 21

Net Transfer to the PBG 401(k) Savings Plan........ (2.095)
Change in @SSELS......ceevviaiiersirierrrereieeeerreesreneeesreeseeeseens 8.344
Assets at end of Plan year..........ccooecvineennencneccnennns $59.607

The information above is for both participant and nonparticipant-directed investments. It is not
practicable to determine the balance of nonparticipant-directed assets.

(5) Tax Status

The Internal Revenue Service has determined and informed the Company by a letter dated November 5,
2004, that the Plan and related trust are designed in accordance with applicable sections of the Internal
Xevenue Code.

11
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PBG 401(k) Program

Notes to Financial Statements

Administrative Costs

All usual and reasonable expenses of the Plan and the Plan Administrator may be paid in whole or in
part by PBG, and any expenses not paid by PBG will be paid by the Trustee out of the Trust. All
administrative expenses for the years ended December 31, 2004 and 2003, were paid by PBG, except
for: monthly investment service fees charged to participants, loan origination and monthly maintenance
fees charged to participants who obtained a loan, quarterly recordkeeping fees for certain former
employees who maintain a balance under the Plan and forfeited amounts that may have been used to
pay expenses.

Parties-in-Interest

The assets of the Plan invested with the Trustee are considered party-in-interest investments. The
Trustee is currently a party-in-interest as a provider of investment management to certain funds. There
are also assets of the Plan invested in the Fidelity Mutual Fund Window, which are considered party-in-
interest investments since Fidelity assumed the recordkeeper responsibilities as of April 2000. Another
investment is an investment fund comprised primarily of shares of common stock issued by PBG. PBG
is the Plan sponsor as defined by the Plan.

Plan Termination
Although PBG has not expressed any intent to do so, PBG has the right under the Plan to discontinue its

contributions at any time and to terminate the Plan subject to the provisions of ERISA. In the event of
Plan termination, participants would become 100 percent vested in their employer contributions.

12
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Supplemental Schedule

Schedule H, Line 4i — Schedule of Assets (Held at End of Year)

December 31, 2004

Current Value
Issuer Description of Investment (in 000’s)
4,219 loans to participants with interest
* Participant loans rates of 5% to 10.5% $12,052

* Party-in-interest as defined by ERISA

See accompanying Report of Independent Registered Public Accounting Firm.




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Plan Administrator has
duly caused this annual report to be signed on its behalf by the undersigned hereunto duly
authorized.

PBG 401(k) Program

June 15, 2005 By:éﬁq@

Erik A. Sossa
Director of Benefits
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Exhibit 23

Consent of Independent Registered Public Accounting Firm

Plan Administrator
PBG 401(k) Program:

We hereby consent to the incorporation by reference in the registration statements on Form S-
8 (Nos. 333-80647 and 333-73302, pertaining to the PBG 401(k) Program) of The Pepsi
Bottling Group, Inc. of our report dated June 15, 2005 relating to the statements of assets
available for plan benefits of the PBG 401(k) Program as of December 31, 2004 and 2003,
and the related statement of changes in assets available for plan benefits for the year ended
December 31, 2004 and the supplemental Schedule H, line 4i — Schedule of Assets (Held at
End of Year) as of December 31, 2004, which report appears in the December 31, 2004
annual report on Form 11-K of the PBG 401(k) Program.

KPMe P

New York, New York
June 15, 2005




