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National Legal and Policy Center ("NLPC") urges shareholders to vote FOR Proxy Item No. 4,
entitled "Shareholder Proposal — Independent Board Chair," on the 2026 Proxy Ballot for PepsiCo,
Inc. ("PepsiCo" or the "Company").

The "Resolved" clause of the proposal states:

Shareholders request the Board of Directors (“Board”) of PepsiCo, Inc.
(“PepsiCo” or “Company”) adopt as policy, and amend the governing documents
as necessary, to require hereafter that two separate people hold the office of
Chairman of the Board (“Chair”) and the office of the Chief Executive Officer
(“CEO”) as follows:

Selection of the Chair: The Board requires the separation of the offices of the
Chair and the CEO.

Whenever possible, the Chair shall be an Independent Director.

The Board may select a temporary Chair who is not an Independent Director to
serve while the Board seeks an Independent Chair.

The Chair should not be a former CEO of the company.

Selection of the Chair shall be consistent with applicable law and existing
contracts.

THE CASE FOR AN INDEPENDENT BOARD CHAIR

The board of directors of a publicly traded corporation exists for one essential purpose: to serve
as an independent steward of the corporation on behalf of its shareholders. That oversight
mission is compromised from the outset when the very executive whose decisions the board is
charged with evaluating also presides over the board itself. When one person holds both the role
of Chief Executive Officer and Chair of the Board, the corporation has structurally combined the
supervised with the supervisor — an arrangement that defies the most basic principle of
governance accountability.

This is not merely a theoretical concern. It is one recognized by leading governance institutions,
proxy advisory firms, major institutional investors, and an expanding majority of America’s
largest public companies — all of which have concluded that separating the Chair and CEO roles
produces stronger, more credible oversight.

I. The Structural Conflict at the Heart of CEO Duality

The Council of Institutional Investors (CII), one of the nation's foremost advocates for sound
corporate governance, has articulated the problem with directness: "A CEO who also serves as
chair can exert excessive influence on the board and its agenda, weakening the board's oversight
of management. Separating the chair and CEO positions reduces this conflict, and an



independent chair provides the clearest separation of power between the CEO and the rest of the
board."!

The CFA Institute Research and Policy Center is
equally unequivocal in its published position on
board structure: "The same person should not
perform the roles of Chair and CEO and the
chair should be an independent director."? The
CFA Institute further warns that combining the
positions "may give undue influence to executive
board members and impair the ability and
willingness of board members to exercise their
independent judgment."?

The reason for this unease is not esoteric. A CEO who chairs the board controls meeting
agendas, shapes the flow of information to directors, presides over discussions of his or her own
performance, and wields disproportionate influence over board composition and committee
assignments. The combined Chair/CEO is, in effect, evaluating himself — a conflict of interest
that no amount of procedural goodwill fully eliminates.

Glass Lewis, a leading independent proxy advisory firm, has emphasized this point in its
governance guidelines, stating that it "believes that separating the roles of CEO (or, more rarely,
another executive position) and chair creates a better governance structure than a combined
CEO/chair position."* The firm has further noted that "the presence of an independent Chair
fosters the creation of a thoughtful and dynamic board not dominated by the views of senior
management.">

I1. The Lead Independent Director Is Not a Substitute for an Independent Chair

Companies that resist adopting an independent chair policy routinely point to the existence of a
Lead Independent Director (LID) as a functional equivalent. This argument does not withstand
scrutiny.

A Lead Independent Director is a board role that exists at the discretion of, and operates
alongside, a combined Chair/CEO — not in place of one. The LID's responsibilities typically
include calling meetings, presiding at executive sessions of independent directors, providing

! "Independent Board Chair," Council of Institutional Investors, accessed February 2026. See
https://www.cii.org/corp_gov_policies

2 "Board of Directors Structure," CFA Institute, October 29, 2019. See
https://rpc.cfainstitute.org/policy/positions/board-structure

3 "Board Independence & Independent Board of Directors," CFA Institute, October 1, 2020. See
https://rpc.cfainstitute.org/policy/positions/board-independence

412025 Benchmark Policy Guidelines — United States.” Glass Lewis, November 2024. See
https://resources.glasslewis.com/hubfs/2025%20Guidelines/2025%20US%20Benchmark%20Policy%20Guidelines.
pdf

52025 Proxy Voting Policy Guidelines." Glass Lewis, November 14, 2024. See https://www.glasslewis.com/news-
release/glass-lewis-publishes-its-2025-proxy-voting-policy-guidelines-for-the-us-uk-and-europe



feedback to the Chair/CEO, and serving as a liaison to shareholders. These are important
functions. But they are advisory and reactive in character. The LID does not set the board's
agenda independently, does not control the flow of information to the board, and lacks the
positional authority of a Chair.

Academic research underscores this institutional asymmetry. A study published in the Academy
of Management Journal found that when companies appoint a LID, the most likely candidate
selected is one of "moderate power" — neither the most assertive independent director nor the
least — reflecting a negotiated compromise between the board and the CEO/Chair rather than a
genuine elevation of independent governance authority.® The study concluded that the LID
appointment often represents a compromise arrangement, with the board accepting the LID
rather than pressing for the more structurally significant separation of the CEO and board chair
positions.

This is precisely the problem. The LID structure does not eliminate the conflict of interest
inherent in CEO duality — it merely provides window dressing for it. As Glass Lewis noted in
cautioning against over-reliance on lead directors: "We scrutinize avowedly 'independent' chairs
and lead directors. We believe they should be unquestionably independent, or the company
should not tout them as such."’

An independent Chair, by contrast, is the board's leader — not management's liaison to the
board. The distinction is not semantic. It is structural. Only a Chair who holds the position in
their own right, accountable to the board and to shareholders rather than to the CEO, can conduct
a genuine evaluation of executive performance, set meeting agendas free from management's
preferred priorities, and take decisive action when the CEO's judgment proves faulty.

III. The Governance Standard Is Clear — and Increasingly Prevalent

The case for an independent chair is no longer a minority position or an idealistic reform agenda.
It has become the prevailing best practice among major U.S. public companies.

According to the 2024 U.S. Spencer Stuart Board Index, 60% of S&P 500 companies now
separate the Chair and CEO roles — the highest proportion in the history of the annual survey,
and a substantial increase from 47% a decade earlier. The share of S&P 500 companies with a
fully independent chair stood at 39% in 2024.% Spencer Stuart, one of the world's premier
corporate governance and executive search advisory firms, has tracked this trend annually over
four decades, and the directional arc is unmistakable: the combined Chair/CEO model is in
structural retreat across American boardrooms.

®Ryan Krause, Mike Withers, and Matthew Semadeni. "Sharing the Lead: Examining the Causes and Consequences
of Lead Independent Director Appointment," Harvard Law School Forum on Corporate Governance, September 20,
2017. See https://corpgov.law.harvard.edu/2017/09/20/sharing-the-lead-examining-the-causes-and-consequences-of-
lead-independent-director-appointment/

72025 Benchmark Policy Guidelines — United States," Glass Lewis, November 2024. See
https://resources.glasslewis.com/hubfs/2025%20Guidelines/2025%20US%20Benchmark%20Policy%20Guidelines.
pdf

8Julie Daum and Laurel McCarthy. "2024 U.S. Board Index," Harvard Law School Forum on Corporate
Governance, October 26, 2024. See https://corpgov.law.harvard.edu/2024/10/26/2024-u-s-board-index/



Institutional Shareholder Services (ISS), the world's largest proxy advisory firm, reported that
shareholder proposals calling for an independent board chair rose by 113% in the Russell 3000 in
the first half of 2023 alone — reaching the highest absolute number in the preceding ten years.
One in four S&P 500 companies chaired by a non-independent director received such a
proposal.’ ISS data further reported that in 2025, the prevalence of independent board chairs
reached five-year highs of 38.6% in the S&P 500 and 46.7% in the Russell 3000.°

The Securities and Exchange Commission itself reflects the normative weight of this issue: it
requires all U.S. public companies to disclose in their annual proxy statements a detailed
explanation of their board leadership structure and, where the Chair and CEO roles are
combined, a specific justification for that combination and how the company's governance
compensates for the lack of independence.!!

IV. 'Flexibility' Is a Governance Liability, Not a Feature

—
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Companies opposing independent chair proposals frequently invoke the need for "flexibility" in
determining board leadership structure — arguing that the board, rather than a fixed policy,
should retain the discretion to choose its leadership model at any given time. This argument

® Sandra Herrera Lopez and Veronica Nikitas. "Investors Press U.S. Boards to Separate Chair, CEO Roles," Harvard
Law School Forum on Corporate Governance, October 12, 2023. See
https://corpgov.law.harvard.edu/2023/10/12/investors-press-u-s-boards-to-separate-chair-ceo-roles/

102025 U.S. Governance Post-Season Review: Evolving Priorities in a Shifting Landscape," Harvard Law School
Forum on Corporate Governance, October 13, 2025. See https://corpgov.law.harvard.edu/2025/10/13/2025-u-s-
governance-post-season-review-evolving-priorities-in-a-shifting-landscape/

1117 C.F.R. § 229.407(h) (Item 407(h) of Regulation S-K, "Board leadership structure and role in risk oversight"),
U.S. Securities and Exchange Commission. See https://www.law.cornell.edu/cfr/text/17/229.407



sounds reasonable on the surface. Under examination, it is a rationalization for indefinitely
preserving a structure that entrenches incumbent management.

Governance policies exist precisely because human institutions cannot be relied upon to self-
correct absent structural rules. When a board has the discretion to combine or separate the Chair
and CEO positions based on evolving "circumstances," those circumstances are invariably
shaped by the preferences and relationships of the very executives whose power would be
constrained by separation. The result is a governance structure that looks flexible on paper but
functions as a mechanism for preserving the status quo.

Shareholders, by contrast, are best served by consistency and clarity. They need to know — not
merely hope — that the board that oversees the executives managing their capital operates
independently of those executives. A policy that mandates an independent chair provides that
clarity. Discretionary flexibility does not.

It is telling that, according to Conference Board data, as of 2023, 76% of S&P 500 companies
claimed to preserve "flexibility" in their board leadership structure — yet a growing share of
those same companies had already concluded that separation was the appropriate choice.!'? The
invocation of "flexibility" is thus most often a holding position, not a principled governance
stance.

V. What Is at Stake When Oversight Fails

The real-world costs of inadequate board oversight are not hypothetical. Corporate governance
failures historically correlate with concentrated leadership structures in which the CEO faced
insufficient independent challenge from a board he or she also chaired.

The dangers were catalogued memorably in the prescient 1984 assessment by ITT Corporation's
legendary CEO Harold Geneen, who wrote: "If the board of directors is really there to represent
the interests of the stockholders, what is the chief executive doing on the board? Doesn't he have
a conflict of interest? He's the professional manager. He cannot represent the shareholders and
impartially sit in judgment of himself."!?

The Boeing disaster of 2018-2019, in which the combined Chair/CEO model contributed to
catastrophic failures in aircraft safety oversight, has entered the governance literature as a
cautionary case study cited by scholars and practitioners alike. Two business law professors
writing in the Harvard Business Review argued that "letting the CEO chair the board can
compromise board discussion quality, weakening the corporation's risk management ability," and
cited Boeing as an example of a board less willing to challenge a leader who occupied both roles
simultaneously.'# The professors noted that without an independent Chair willing to challenge

12Matteo Tonello. "2023 Disclosure Practices on Board Leadership and Structure," Harvard Law School Forum on
Corporate Governance, January 18, 2024. See https://corpgov.law.harvard.edu/2024/01/18/2023-disclosure-
practices-on-board-leadership-and-structure/

3Harold Geneen with Alvin Moscow. Managing. Doubleday, 1984.

4Joseph Mandato and William Devine. "Why the CEO Shouldn’t Also Be the Board Chair," Harvard Business
Review, March 4, 2020. See https://hbr.org/2020/03/why-the-ceo-shouldnt-also-be-the-board-chair



the CEO directly, critical warning signs about corporate priorities going badly off-course were
left unaddressed until the consequences proved irreversible.

The lessons here apply broadly. When a CEO chairs the board, questions about succession
planning, executive compensation, risk appetite, strategic direction, and the adequacy of the
CEQ's own performance are all filtered through the lens of the very person whose answers most
benefit from favorable framing. An independent Chair provides a structurally distinct perspective
— one that is explicitly not beholden to the CEQ's continued tenure, and not constrained by the
social pressures of collegial deference that characterize how board members often relate to a
dominant Chair/CEQO.

VI. The Core Principle

The request for an independent board chair is not a punitive measure directed at any individual
executive, nor is it an expression of lack of confidence in current management. It is a request that
the Company's governance structure reflect a principle that decades of experience and a broad
consensus among governance scholars, institutional investors, and regulatory authorities have
affirmed: that those responsible for overseeing an institution's leadership must be structurally
independent of that leadership.

The CFA Institute's Research and Policy Center has stated plainly that "Good corporate
governance not only protects the interests of investors and improves their trust in capital markets,
but also acts as a key driver of investment performance."'> An independent Chair is the
cornerstone of that governance architecture. Adopting a policy to require one is not a concession
to shareholder pressure. It is a recognition that sound governance ultimately serves every
stakeholder — including the CEO who benefits from operating within a structure that is trusted,
credible, and institutionally resilient.

VII. PepsiCo’s Opposition Statement: A Rebuttal

PepsiCo’s Board invokes “flexibility” as its
primary defense against NLPC’s independent
board chair proposal, set for a shareholder vote as
Proxy Item No. 4 at the Company’s 2026 Annual
Meeting of Shareholders on May 6, 2026.¢ But this
'flexibility' argument — which the company
deployed at the three most recent annual meetings
at which an independent chair proposal was put to
a vote, in 2019, 2022, and 2023 — has produced
exactly one result: the continued concentration of
the Chair and CEO roles in a single person, Ramon

15 "CFA Institute Pushes for More Independence and Diversity on Company Boards," CFA Institute, 2021. See
https://www.cfainstitute.org/about/press-room/202 1/independent-directors-in-asia-pacific

16 "Shareholder Proposal — Independent Board Chair (Proxy Item No. 4)," PepsiCo, Inc. 2026 Proxy Statement, p.
88, filed with the U.S. Securities and Exchange Commission March 27, 2026. See
https://www.sec.gov/Archives/edgar/data/77476/000130817926000169/pep015012_defl4a.htm



Laguarta, for the entirety of his tenure. Flexibility, in this context, is not a governance principle. It
is a euphemism for inertia—and for the structurally certain preference of a combined Chair/CEO
to preserve his own consolidated authority.

The Company argues that an “independent Presiding Director with clearly defined and robust
responsibilities” compensates for the lack of an independent Chair.!” This argument is addressed
comprehensively in Section II above, but it bears special emphasis in PepsiCo’s case. lan Cook
served as Presiding Director from 2013 until the 2026 Annual Meeting on May 6, 2026—a
thirteen-year tenure that coincided with the Company’s steady erosion of market position in its
flagship Pepsi cola brand, the deterioration of operating margins, and the period culminating in a
$4 billion activist campaign that forced strategic changes an engaged board should have demanded
years earlier. That Mr. Cook’s thirteen years of “robust” independent oversight produced no such
urgency is evidence of the structural weakness of the Presiding Director model, not its adequacy.

In February 2026, the Board elected Cesar Conde, Chairman of NBCUniversal News Group, to
serve as the next Presiding Director, effective May 6, 2026, the date of the annual meeting.'®
Whatever Mr. Conde’s qualifications, changing the face of the Presiding Director while
maintaining the structural deficiency of a combined Chair/CEO is not governance reform. It is
continuity dressed as progress. The structural problem—that the person whose decisions the Board
is charged with evaluating also presides over the Board—remains entirely unchanged.

The Company’s citation of past shareholder votes as evidence of “consistent” shareholder approval
for its current leadership structure requires critical context. All three votes—in 2019, 2022, and
2023—preceded the September 2025 disclosure by Elliott Investment Management of its $4 billion
stake in PepsiCo, accompanied by a pointed critique of the Company’s strategic direction,
decelerating growth, and eroding profitability in its North American food and beverage
operations.'® The material circumstances facing PepsiCo shareholders have changed substantially
since those votes. That a major institutional activist found it necessary to commit $4 billion to
force changes that a structurally independent, genuinely accountable board should have demanded
on its own is itself evidence that the Company’s governance structure has not served shareholders
well. Invoking pre-Elliott vote tallies to justify the post-Elliott status quo is not a credible
governance response to that record.

VIII. The Stewardship of Ramon Laguarta: A Record That Demands Independent
Oversight

The combined Chair/CEO role is most dangerous when the incumbent has demonstrated a
consistent pattern of prioritizing agendas—ideological, institutional, or strategic—that diverge
from the creation of shareholder value. The record of Ramon Laguarta, who became CEO in
October 2018 and added the Chairmanship in February 2019, reflects precisely that pattern across
multiple dimensions.

17 Ibid.

13 Ibid.

% Yun Li. "Pepsi shares jump as activist Elliott takes $4 billion stake, sees ‘historic’ value opportunity,” CNBC,
September 2, 2025. See https://www.cnbc.com/2025/09/02/pepsi-shares-jump-4percent-after-wsj-reports-elliott-
planning-major-activist-campaign.html



Brand Management: Flagship Pepsi Cola in Competitive Freefall

Few indicators of a CEO’s stewardship of an
iconic consumer brand are as consequential
as that brand’s competltlve market standmg ’ﬁg

— i

brand—one of the most recognlzed consumer
products in American history—has shed
competitive position at an alarming rate.
According to data tracked by industry
publication Beverage Digest, Pepsi cola fell
from its long-held position as America’s
second-best-selling soft drink to third place in
2023, when it was overtaken by Dr Pepper—and then fell further to fourth place in 2024, displaced
by Sprite.?® As of the 2024 tracking year, Pepsi cola held a 7.97% market share in the U.S.
carbonated soft drink category—trailing Coca-Cola (19.1%), Dr Pepper (8.3%), and Sprite
(8.03%).%! This represents the first time in the history of Beverage Digest’s tracking that the Pepsi
cola brand has fallen out of America’s top three sodas.

Laguarta, rather than marshaling PepsiCo’s resources to defend the core Pepsi cola brand, presided
over a strategy that spread the Company’s attention and capital across hundreds of subsidiary
brands while neglecting the flagship. Pepsi spent approximately half of what Coca-Cola spent on
advertising in 2023—and fell even further behind in 2024.%2 The result is a flagship brand whose
market share is less than half of what it was thirty years ago, and whose competitive position in
the soda rankings had never been as low as it stands today under Mr. Laguarta’s stewardship.?}

Erasing Decades of Brand Heritage for ESG Symbolism

In October 2025, PepsiCo unveiled its first corporate rebrand in nearly 25 years—abandoning the
bold, recognizable blue-and-red color scheme that had reflected the Pepsi brand heritage for
decades. The new “pepsico” identity, rendered in all-lowercase and earthy colors of green, orange,
and muted blue, explicitly incorporates the Company’s pep+ sustainability initiative as a visual
element of the corporate logo itself, embedding an ESG commitment as a design principle of the
brand.?* NLPC documented at the time that the rebrand appeared designed to signal loyalty to
progressive stakeholder values while abandoning the boldness and recognizability that had made

20 Megan Ziegler. "Pepsi knocked out of America's top selling soft drinks," Live Now Fox, May 26, 2025. See
https://www.livenowfox.com/news/coca-cola-pepsi-best-selling-soda-pop-soft-drink-beverage-digest

21 Ben Shimkus. “Pepsi knocked out of America's top three sodas in humiliating shake-up,” Daily Mail, May 5,
2025. See https://www.dailymail.co.uk/yourmoney/article-14679923/pepsi-america-three-sodas-humiliating-shake-
up.html

22 "[s Pepsi Losing Its Pop?" Finshots, May 12, 2025. See https:/finshots.in/archive/sidelined-by-sprite-dr-pepper-
is-pepsi-losing-its-pop-beverage-digest-usa-america-soda-wars-coca-cola/

2 Ibid.

24 Peter Adams. "PepsiCo Overhauls Corporate Branding to Broaden Focus Beyond Pepsi," Marketing Dive,
October 29, 2025. See https://www.marketingdive.com/news/pepsico-overhauls-corporate-branding-broaden-focus-
beyond-pepsi/804080/



the corporate identity an asset for shareholders and consumers alike.?® Brand management experts
reviewing the rebrand described the result as “generic” and “bland”—one observed that the new
logo “doesn’t look like the original Pepsi brand in any way,” conceding that this was indeed the
strategic intent.2®

A corporate rebrand of this magnitude—the first in 25

years, affecting packaging and presentation globally—

is a major strategic decision requiring the investment of

|\~ significant resources. The decision was made under the

peps.co combined authoFlty of the Chairman gnd CEO without

any structurally independent board voice to ask whether

abandoning the Company’s most recognizable visual

identity was in the best interests of shareholders or

consumers. An independent Chair, operating without deference to the CEQO’s aesthetic and
ideological preferences, would have been positioned to ask precisely that question.

Food. Drinks. Smiles.

World Economic Forum and External Board Commitments: A Question of Time and
Attention

Mr. Laguarta holds the formal title of Co-Chair of the World Economic Forum’s Board of Stewards
for the Food Systems Initiative—a leadership role within the Davos-based global governance body
that has become synonymous with stakeholder capitalism, ESG mandates, and the subordination
of shareholder returns to political and environmental agendas.?” This is not a passive membership.
It is a formal commitment to advance the WEF’s policy agenda on sustainable food systems
through PepsiCo’s resources, operations, and market influence.

At the January 2026 WEF annual meeting in Davos—attended as the Company’s stock languished
and its December 2025 deal with Elliott Investment Management remained in its early days—Mr.
Laguarta appeared on a panel and argued that the debate over “green premiums”—the additional
costs imposed on consumers and companies by sustainability mandates—needed to be “reframed.”
Rather than acknowledge that PepsiCo’s sustainability targets had proved unachievable or that
ESG commitments had imposed costs that shareholders could not be asked to bear indefinitely,
Laguarta argued that sustainability and profitability should be viewed not as competing values but
as “short-term vs. long-term” considerations.”® This framing is a rhetorical device that defers
accountability for the costs of ESG programs to a future horizon that the incumbent executive will
not be held responsible for delivering.

25 Paul Chesser. "PepsiCo Erases Logo’s Longtime Red, White, Blue in Favor of...Yuck!" National Legal and Policy
Center, October 28, 2025. See https://nlpc.org/corporate-integrity-project/pepsico-erases-logos-longtime-red-white-
blue-in-favor-of-yuck/

26 Akanksha Nagar. "PepsiCo’s First New Corporate Identity in 25 Years Sparks Debate," Storyboard18, November
3, 2025. See https://www.storyboard18.com/brand-marketing/pepsicos-first-new-corporate-identity-in-25-years-
sparks-debate-83534.htm

27 "Ramon Laguarta," World Economic Forum, accessed March 30, 2026. See
https://www.weforum.org/people/ramon-laguarta/

28 Lamar Johnson. "PepsiCo CEO Says Sustainability Debate Needs a ‘Reframe’ at Davos," ESG Dive, January 21,
2026. See https://www.esgdive.com/news/pepsico-ceo-ramon-laguarta-sustainability-debate-needs-reframe-davos-
wef-2026/810134/
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That Davos performance followed PepsiCo’s own admission in its 2023 sustainability report that
it was unlikely to meet its 2025 sustainability targets—and its subsequent decision to reset those
targets using 2022 as a new baseline, pushing its net-zero commitment from 2040 to 2050.% Mr.
Laguarta, presiding as Chairman over the very board that evaluates his stewardship of the
Company’s sustainability commitments, has faced no independent structural check on an agenda
that has consumed significant corporate resources while consistently missing its stated objectives.

The scope of Mr. Laguarta’s external institutional
commitments has continued to expand even as
PepsiCo has struggled. In addition to his WEF Co-
Chair role, he has long served as a director of Visa
Inc.’® In January 2026, as PepsiCo was still in the
earliest days of executing its Elliott-driven
restructuring plan, Mr. Laguarta accepted election to
the board of International Business Machines
Corporation (IBM), effective March 1, 2026.3' IBM
is a $275-billion technology company with its own
complex governance demands. Mr. Laguarta thus
enters the 2026 proxy season serving simultaneously as PepsiCo’s Chairman, PepsiCo’s CEO, a
Visa director, an IBM director, and WEF Co-Chair of a major global initiative. An independent
Chair, whose mandate is to ensure that PepsiCo’s CEO is applying full attention to the Company’s
shareholders, would be structurally positioned to ask whether this portfolio of external
commitments is consistent with the level of focus that a company in active strategic restructuring
requires of its chief executive. No such independent Chair currently exists at PepsiCo.

The Racial Equity Journey: Ideological Commitments at Shareholders’ Expense

In 2020, PepsiCo announced what it termed a “Racial Equity Journey,” anchored by a pledge of
more than $570 million over five years—directed toward increasing Black and Hispanic
representation in the Company’s workforce and supply chain and advancing explicitly race-based
representational goals.*? This commitment was made against the political backdrop of the Black
Lives Matter movement, and it was Mr. Laguarta, as Chairman and CEO, who directed its
formulation and the deployment of corporate resources to fund it.

NLPC challenged PepsiCo’s practice of linking executive compensation to the achievement of
these DEI representational goals, filing a shareholder proposal for the Company’s 2025 annual
meeting. PepsiCo agreed in February 2025 to remove all representation metrics from its executive

2 "Companies Must ‘Reframe’ Green Premiums Debate, Says PepsiCo CEO," Packaging Europe, January 27,
2026. See https://packagingeurope.com/news/companies-must-reframe-green-premiums-debate-says-pepsico-
ceo/13848.article

30 Supra, Note 27. [Laguarta’s WEF biography confirms he also serves as a director of Visa Inc.]

31 "IBM Elects Ramon L. Laguarta to its Board of Directors," IBM (press release), January 30, 2026. See
https://newsroom.ibm.com/2026-01-30-IBM-Elects-Ramon-L-Laguarta-to-its-Board-of-Directors

32 "PepsiCo Creates New Organization to Accelerate Company’s Racial Equality Journey," Convenience Store
News, March 1, 2022. See https://csnews.com/pepsico-creates-new-organization-accelerate-companys-racial-
equality-journey
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compensation programs, confirming on its website: “Our 2025 compensation programs for our
executive officers do not include representation metrics.”3* The Company simultaneously
announced the elimination of its Chief Diversity, Equity & Inclusion Officer role—a position
created as recently as January 2024—and the unwinding of several race-based DEI programs.**

That PepsiCo committed more than half a billion dollars to ideologically driven representational
programs, formally embedded DEI metrics in executive pay, created a C-suite DEI officer role,
and then substantially reversed all of these policies within twelve months under shareholder and
political pressure reflects a governance culture in which a Chairman/CEO could direct enormous
corporate resources toward politically motivated initiatives without meaningful, independent
board challenge. An independent Chair, operating without the institutional deference owed to a
powerful combined Chair/CEO, would have been structurally positioned to ask—before such
commitments were made and formalized—what demonstrable business rationale justified them.

Federal Trade Commission: Pricing Conduct Under the Chairman’s Watch

In January 2025, the Federal Trade Commission filed suit against PepsiCo, alleging that the
Company had engaged in illegal price discrimination by providing promotional payments,
allowances, and services to a favored large big-box retailer—reported to be Walmart—that were
not made proportionally available to competing retailers, including grocery chains, convenience
stores, and independent retailers.*> The Republican-led FTC ultimately dismissed the case in May
2025, with its Chairman characterizing the filing as a “nakedly political effort” by the departing
Biden administration.*® However, when the complaint was unsealed in December 2025, it provided
specific details alleging that PepsiCo had provided its favored retailer “promotional payments,
allowances, and services while failing to make similar benefits available to [the retailer’s]
competitors on proportionally equal terms.”3’

While no findings of law were made—the case was dismissed without prejudice—the business
practices described in the complaint had been developing under Mr. Laguarta’s oversight as both
Chairman and CEO. Separately, private plaintiffs representing independent convenience stores
filed their own action against PepsiCo and its subsidiary Frito-Lay under the same statute in
February 2025, pursuing similar allegations that remain pending. An independent Chair, exercising
genuine oversight of management’s commercial practices, would have had both the standing and
the structural incentive to ensure that the Company’s pricing and promotional conduct was legally
and reputationally defensible before it attracted federal enforcement scrutiny.

3 "FOX BUSINESS: NLPC Withdraws Proposal as Pepsi Removes DEI from Exec Pay," National Legal and
Policy Center, February 25, 2025. See https://nlpc.org/corporate-integrity-project/fox-business-nlpc-withdraws-
proposal-as-pepsi-removes-dei-from-exec-pay/

34 Erin Cabrey. "PepsiCo Joins Target, Walmart in Rolling Back DEI Policies," Retail Brew, February 24, 2025.
See https://www.retailbrew.com/stories/2025/02/24/pepsico-joins-target-walmart-in-rolling-back-dei-policies

35 "FTC Sues PepsiCo for Rigging Soft Drink Competition," Federal Trade Commission, January 17, 2025. See
https://www.ftc.gov/news-events/news/press-releases/2025/01/ftc-sues-pepsico-rigging-soft-drink-competition

36 Hannah Hammond. "FTC Drops Illegal Price Discrimination Lawsuit Against PepsiCo," CSP Daily News, May
27,2025. See https://www.cspdailynews.com/beverages/ftc-drops-illegal-price-discrimination-lawsuit-against-
pepsico

37"FTC Claimed Walmart Got Unfair Pricing Advantages from PepsiCo," Grocery Dive, December 16, 2025. See
https://www.grocerydive.com/news/walmart-ftc-unfair-pricing-lawsuit-pepsico/807976/
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Summary: Why Laguarta’s Record Makes the Independent Chair Case

Mr. Laguarta has served as PepsiCo’s Chairman and CEO for over six years. During that period:
the flagship Pepsi cola brand has fallen—for the first time in Beverage Digest history—out of
America’s top three sodas; the Company committed more than half a billion dollars to
ideologically driven DEI programs and then reversed them under pressure; it pledged sweeping
ESG targets it was unable to execute and revised twice; it was sued by the federal government for
allegedly discriminatory pricing practices; it abandoned its brand heritage for a sustainability-
coded rebrand; it required a $4 billion activist intervention to generate the strategic urgency that
an engaged, independent board should have demanded on its own; and its Chairman/CEO has
simultaneously expanded his external institutional portfolio to include the IBM board, Visa, and a
WEF Co-Chair role. PepsiCo’s Board cites Mr. Laguarta’s tenure and experience as justification
for the combined Chair/CEO structure. Experience is not performance—and the performance
record, on the metrics that matter to shareholders, has been unimpressive by any fair standard. The
structurally appropriate response is not to entrench a combined leadership arrangement
indefinitely. It is to adopt a governance structure capable of providing the genuine, independent
accountability that PepsiCo’s shareholders have not received and cannot receive under the current
arrangement.

PEPSICO’S FINANCIAL RECORD UNDER CHAIRMAN/CEO LAGUARTA
Declining Profitability: The Core Problem

PepsiCo’s full-year 2025 results, reported on February 3, 2026, reveal a company whose
profitability is deteriorating. Earnings per share fell 14% year-over-year to $6.00, and full-year net
revenue grew just 2.3% to $93.9 billion. Full-year organic revenue growth was only 1.7%. Core
constant currency EPS was essentially flat year-over-year, declining from $8.16 to $8.14.38 Full-
year operating profit declined from $12.9 billion to $11.5 billion, a decrease of more than 10%.%°
The Company acknowledged the need for a “record year of productivity savings” in 2026 and
guided to at least 100 basis points of core operating margin expansion in aggregate over the next
three fiscal years—an implicit admission that current margins are inadequate.*’

The contrast with Coca-Cola is stark. In its own FY 2025 results reported on February 10, 2026,
Coca-Cola achieved organic revenue growth of 5%, a comparable operating margin of 31.2%—
up 120 basis points year-over-year—and comparable (non-GAAP) EPS of $3.00, with GAAP EPS
rising 23% to $3.04.#! For 2026, Coca-Cola guided to 7-8% comparable EPS growth versus

38 "PepsiCo Reports Fourth Quarter and Full-Year 2025 Results" (Form 8-K Exhibit 99.1), PepsiCo, Inc., February
3,2026. See https://www.sec.gov/Archives/edgar/data/0000077476/000007747626000009/q420258-
kxexhibit991.htm

39 Ibid.

40 "PepsiCo Announces Priorities to Enhance Shareholder Value and Provides Preliminary 2026 Financial Outlook."
PepsiCo, Inc., December 8, 2025. See https://www.pepsico.com/en/newsroom/press-releases/2025/pepsico-
announces-priorities-to-enhance-shareholder-value-and-provides-preliminary-2026-outlook

41 "Coca-Cola Reports Fourth Quarter and Full Year 2025 Results," The Coca-Cola Company, February 10, 2026.
See https://investors.coca-colacompany.com/news-events/press-releases/detail/1151/coca-cola-reports-fourth-
quarter-and-full-year-2025-results
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PepsiCo’s 5-7%.4> Coca-Cola’s return on invested capital of 18% substantially exceeds PepsiCo’s
14%%—a gap that has continued to widen into 2026 as PepsiCo’s operating profit and invested
capital trends have moved in opposing directions.* 4> While the two companies’ business models
differ—PepsiCo operates both beverages and snack foods—the magnitude of the gap in margins
and returns is difficult to dismiss and helps explain the widening divergence in stock performance.

Persistent Stock Underperformance

As of early March 2026, PepsiCo’s stock trades at approximately $161, with a five-year total return
of 39%.% The stock’s three-year annualized total return is just 1.6%, meaning shareholders who
bought three years ago have significantly underperformed the market.*” Over the past ten years,
PepsiCo has trailed Coca-Cola on an annualized total return basis.*® PepsiCo’s valuation has rarely
been lower: as of December 29, 2025, the enterprise-value-to-cash-flow multiple had compressed
from 16 times to approximately 13 times over the past five years,* a figure largely unchanged as
of March 11, 2026.%° This is the market’s verdict on the trajectory of the business under current
leadership.

Activist Intervention: A Governance Indictment

In September 2025, Elliott Investment Management disclosed a roughly $4 billion stake in
PepsiCo, characterizing the Company as a “historic opportunity” to revitalize an underperforming
global enterprise.’! Elliott’s concerns to PepsiCo’s board cited a lack of strategic clarity,
decelerating growth, and eroding profitability in North American food and beverage operations.
In December 2025, PepsiCo reached an agreement with Elliott to reduce its U.S. product lineup
by nearly 20%, in addition to separate decisions to lower snack prices, close some manufacturing
plants, reduce its workforce, and target margin improvement over three years.>? >3 PepsiCo’s new
CFO, Steve Schmitt, acknowledged the severity of the situation, telling analysts that the takeaway

42 Ibid.

43 Shaun Pruitt. "Coca-Cola vs Pepsi Stock: Which is the Better Investment for 2026?" Zacks Investment Research
via Yahoo Finance, January 8, 2026. See https://finance.yahoo.com/news/coca-cola-vs-pepsi-stock-011700851.html
44 "Coca-Cola Co," Finviz, March 11, 2026. See https:/finviz.com/quote.ashx?t=KO&ty=ca&ta=1&p=d

45 "PepsiCo Inc," Finviz, March 11, 2026. See https:/finviz.com/quote.ashx?t=PEP&ty=ea&ta=1&p=d

46 "PEP Stock Price History Charts," FinanceCharts, accessed March 11, 2026. See
https://www.financecharts.com/stocks/PEP/performance/total-return

47 Ibid.

4 "PEP vs. KO — Stock Comparison Tool," PortfoliosLab. See https://portfolioslab.com/tools/stock-
comparison/PEP/KO

4 Doug Kass. "No Coke, Pepsi! My Surprising Top Stock Pick for 2026," TheStreet Pro, December 29, 2025. See
https://pro.thestreet.com/trade-ideas/no-coke-pepsi-my-surprising-top-stock-pick-for-2026

30 Supra, Note 45.

31 Supra, Note 19.

52 Dee-Ann Durbin & The Associated Press. "Pepsi to cut product offering nearly 20% in deal with $4 billion
activist Elliott," Fortune, December 8, 2025. See https://fortune.com/2025/12/08/pepsi-activist-elliott-4-billion-
shareholder-cut-product-mix-20-percent/

33 Laura Cooper. "PepsiCo to Cut Costs, Lower Food Prices in Deal with Activist," Wall Street Journal, December
8, 2025. See https://www.wsj.com/business/retail/pepsico-to-cut-costs-lower-food-prices-in-deal-with-activist-
fble3c9a
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should be “it’s not business as usual here.”>* 33 3¢ That a $4 billion activist campaign was necessary
to catalyze changes that an attentive, independent board should have demanded years earlier is
itself a governance failure.>” Although management’s December 2025 outlook anticipated a 0.5%
core EPS decline, the finalized results showed a slight improvement over that projection while still
recording a year-over-year drop from $8.16 to $8.14.8

Compensation Without Commensurate Returns

Mr. Laguarta serves as both Chairman and CEO of PepsiCo. According to the Company's 2026
proxy statement (reporting FY 2025 compensation), he received total compensation of
$23,903,545 for fiscal year 2025, a decrease of roughly 17% from his FY 2024 compensation of
$28,814,759.%0 The decline is itself a reflection of the Company's poor performance: PepsiCo's
long-term incentive program ties a significant portion of executive pay to relative total shareholder
return and earnings metrics, and the weak results of fiscal year 2025 pulled that variable
compensation downward. By comparison, Coca-Cola CEO James Quincey received total
compensation of approximately $28 million in 2024.°! That Mr. Laguarta's pay declined sharply
in a year of operational deterioration is not, in itself, evidence that the compensation structure is
working as it should — the more fundamental question is whether PepsiCo's board, chaired by the
very executive whose pay is at issue, is structurally equipped to make that determination
independently. An independent Chair would be institutionally positioned to evaluate compensation
alignment without the inherent conflict of a combined Chair/CEO presiding over assessments of
his own performance and pay.

Meanwhile, PepsiCo’s dividend payout ratio reached approximately 95% in FY 2025,%? meaning
nearly all net income is consumed by dividends—a level that leaves minimal margin for error and
raises serious questions about the sustainability of the Company’s capital return program if

>4 Taylor Herzlich. "Pepsi axing snacks, sodas from its lineup — and slashing prices in cost-cutting marathon," New
York Post, December 9, 2025. See https://nypost.com/2025/12/09/business/pepsi-to-slash-20-of-products-lower-
some-prices-and-fire-workers-in-deal-with-activist-investor-elliott/

55 Kristina Peterson. "PepsiCo Plans Layoffs as It Looks to Wrap Up Elliott Talks," Bloomberg, December 8, 2025.
See https://www.bloomberg.com/news/articles/2025-12-08/pepsico-to-review-supply-chains-as-talks-with-activist-
elliott-wrap-up

%6 Daniella Genovese. "PepsiCo cuts products, lowers prices after pressure from activist investor," Fox Business,
December 10, 2025. See https://www.foxbusiness.com/lifestyle/pepsico-cuts-products-lowers-prices-after-pressure-
from-activist-investor

57 Peter Katz. "PepsiCo reports $93.9B revenues for 2025, profit $11.5B," Westfair Communications, February 5,
2026. See https://westfaironline.com/earnings/pepsico-reports-93-9b-revenues-for-2025-profit-11-5b/

38 Supra, Note 40.

392025 Summary Compensation Table," PepsiCo, Inc. 2026 Proxy Statement, p. 69, filed with the U.S. Securities
and Exchange Commission, March 27, 2026. See
https://www.sec.gov/Archives/edgar/data/77476/000130817926000169/pep015012_defl4a.htm

6012025 Summary Compensation Table," PepsiCo, Inc. 2025 Proxy Statement, p. 69, filed with the U.S. Securities
and Exchange Commission, March 28, 2025. See
https://www.sec.gov/Archives/edgar/data/0000077476/000130817925000289/pep4354281-defl4a.htm

61 Coca-Cola. "2025 Proxy Statement," See https://investors.coca-

colacompany.com/_assets/ ffaa6cd1a9303cbb26ac8aee9af9dctb/cocacolacompany/db/1008/10475/document/2025
Proxy %?28Final Bookmarked%29 3.17.pdf

62 "PepsiCo Stock Price and Chart — NASDAQ:PEP," TradingView, accessed March 9, 2026. See
https://www.tradingview.com/symbols/NASDAQ-PEP/financials-overview/
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profitability continues to erode. Indeed, in an unusual, large-font declaration at the very beginning
of this year’s proxy statement — before Mr. Laguarta’s letter to shareholders — the Board boasts,
“Announced our 54th consecutive annualized dividend per share increase, effective with the
expected June 2026 dividend payment.”® An independent Chair would provide the structural
authority to ensure the Company’s strategic direction, brand management, and capital allocation
reflect the interests of all shareholders.

Verdict: PepsiCo’s Financial Underperformance Warrants Accountability

PepsiCo’s FY 2025 results—$93.9 billion in revenue, $11.5 billion in operating profit, and GAAP
EPS of $6.00—reveal a company in operational decline. Operating profit fell more than 10%,
GAAP EPS declined 14%, core EPS was flat, and the stock’s three-year compound annual growth
rate is close to zero. It took a $4 billion activist campaign to force the kind of strategic urgency
that an engaged, independent board would have demanded on its own. Mr. Laguarta holds both
the Chairman and CEO titles yet presides over a company whose own long-term incentive metrics
confirm poor performance among peers. Independent oversight is an obviously necessary
structural reform to ensure that one of America’s most iconic consumer companies begins to
perform like one.

Therefore, National Legal and Policy Center urges shareholders to vote FOR Proxy Item No. 4,
for PepsiCo, Inc.'s 2026 Annual Meeting.
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THE FOREGOING INFORMATION MAY BE DISSEMINATED TO SHAREHOLDERS VIA
TELEPHONE, U.S. MAIL, E-MAIL, CERTAIN WEBSITES AND CERTAIN SOCIAL
MEDIA VENUES, AND SHOULD NOT BE CONSTRUED AS INVESTMENT ADVICE OR
AS A SOLICITATION OF AUTHORITY TO VOTE YOUR PROXY.

THE COST OF DISSEMINATING THE FOREGOING INFORMATION TO
SHAREHOLDERS IS BEING BORNE ENTIRELY BY THE FILERS.

THE INFORMATION CONTAINED HEREIN HAS BEEN PREPARED FROM SOURCES
BELIEVED RELIABLE BUT IS NOT GUARANTEED BY US AS TO ITS TIMELINESS OR
ACCURACY, AND IS NOT A COMPLETE SUMMARY OR STATEMENT OF ALL
AVAILABLE DATA. STATEMENTS REFLECTING CHARACTERIZATIONS,
EVALUATIONS, OR ASSESSMENTS OF INDIVIDUALS OR CORPORATE CONDUCT

63 PepsiCo, Inc. 2026 Proxy Statement, filed with the U.S. Securities and Exchange Commission, March 27, 2026.
See https://www.sec.gov/Archives/edgar/data/77476/000130817926000169/pep015012_defl4a.htm
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REPRESENT THE OPINION OF THE NATIONAL LEGAL AND POLICY CENTER BASED
ON THE PUBLICLY DOCUMENTED RECORD CITED HEREIN. THIS PIECE IS FOR
INFORMATIONAL PURPOSES AND SHOULD NOT BE CONSTRUED AS A RESEARCH
REPORT.

PROXY CARDS WILL NOT BE ACCEPTED BY US. PLEASE DO NOT SEND YOUR
PROXY TO US. TO VOTE YOUR PROXY, PLEASE FOLLOW THE INSTRUCTIONS
ON YOUR PROXY CARD.

For questions regarding PepsiCo, Inc. (Proxy item No. 4 on the 2026 Proxy Statement),

submitted by National Legal and Policy Center — please contact Paul Chesser, director of
NLPC’s Corporate Integrity Project, via email at pchesser@nlpc.org.
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