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EXPLANATORY NOTE

This amended Form 10 Registration Statement has frepared on a prospective basis on the assuntpadramong other things, the
Distribution (as hereinafter defined) and the edaransactions contemplated to occur prior tcootemporaneously with the Distribution v
be consummated as contemplated by the Informatiatei@ent which is a part of this amended Registnefitatement. There can be no
assurance, however, that any or all of such traiogecwill occur or will occur as so contemplatéehy significant modifications or variations
in the transactions contemplated will be refledted further amendment or supplement to this ame:iREgistration Statemer



CROSS REFERENCE
TRICON GLOBAL RESTAURANTS, INC.

INFORMATION INCLUDED IN INFORMATION STATEMENT
AND INCORPORATED IN FORM 10 BY REFERENCE

CROSS-REFERENCE SHEET BETWEEN INFORMATION STATEMENT
AND ITEMS OF FORM 10

Iltem 1. Business.

The information required by this item is containgder the sections entitled "Introduction,” "Busis®f TRICON," "Selected Combined
Financial Data," "Management's Discussion and Agiga)y"Combined Financial Statements" and "Condei&embined Financial
Statements” in the Information Statement dated , 1997 attached hereto as Annex A (the "InféloneStatement") and such sections
are incorporated herein by reference.

Item 2. Financial Information.

The information required by this item is containgdler the sections entitled "Selected Combinedrf€iadData" and "Management's
Discussion and Analysis" in the Information Statatrend such sections are incorporated herein leyaete.

Item 3. Properties.

The information required by this item is containgdler the section entitled "Business of TRICON héDt in the Information Statement and
such section is incorporated herein by reference.

Item 4. Security Ownership of Certain Beneficial Omers and Management.

The information required by this item is containedier the sections entitled "Management of TRIC@bard Compensation and Benefits,
"Management of TRICON - Stock Ownership of Execaitdfficers and Directors," and "New Stock-Based kmeeéntive Plans of TRICON"
in the Information Statement and such sectionsr&x@porated herein by reference.

Iltem 5. Directors and Executive Officers.

The information required by this item is containedier the sections entitled "Management of TRICANrectors" and "Management of
TRICON - Executive Officers" in the Information Statementiauch sections are incorporated herein by reter



Item 6. Executive Compensation.

The information required by this item is containgdler the sections entitled "Management of TRIC@bard Compensation and Benefits,"
"Executive Compensation" and "New Stock-Based adritive Plans of TRICON" in the Information Statgrhand such sections are
incorporated herein by reference.

Item 7. Certain Relationships and Related Transactins.

The information required by this item is containedier the sections entitled "The Distribution - &Hesof the Distribution," and "The
Distribution

- Relationship between PepsiCo and TRICON afteDtiséribution” in the Information Statement andIssections are incorporated herein by
reference.

Item 8. Legal Proceedings.

The information required by this item is containgdler the section entitled "Business of TRICON héDt in the Information Statement and
such section is incorporated herein by reference.

Item 9. Market Price of and Dividends on the Regisant's Common Equity and Related Stockholder Mattes.

The information required by this item is containgdler the sections entitled "Management of TRIC(tock Ownership of Executive
Officers and Directors," and "Description of TRIC@M¥pital Stock" in the Information Statement andhssections are incorporated hereit
reference.

Item 10. Recent Sales of Unregistered Securities.

On May 30, 1997, as part of its original incorpamat TRICON issued 100 shares of its Common Stfarka total consideration of $5.00, to
PepsiCo, which is and will be TRICON's sole shal@dountil the Distribution has been completed fahe Distribution Date as defined and
described in the section "The Distribution" of théormation Statement, which section is incorpaddterein by reference. Subsequent to the
Distribution, PepsiCo will hold no equity intereéstTRICON. However, immediately after the Distrilmrt Date, TRICON shares will be
owned by PepsiCo's pension trust on behalf of Bepsiemployees.

Item 11. Description of Registrant's Securities tte Registered.

The information required by this item is containgdier the section entitled "Description of TRICOBpRal Stock" in the Information
Statement and such section is incorporated hegeirference. Reference is also made to the Restatiies of Incorporation and Bylaws of
TRICON Global Restaurants, Inc. which are set fagtexhibits 3.01 and 3.02 hereto.

Iltem 12. Indemnification of Directors and Officers.

The information required by this item is containedier the section entitled "Indemnification of i@rs” in the Information Statement and
such section is incorporated herein by refere



Item 13. Financial Statements and other Supplementga Data.

The information required by this item is containgdler the sections entitled "Combined Financialedtants", "Condensed Combined
Financial Statements" and Pro Forma Condensed Qaullfiinancial Statements” on pages F-1 througg bf the Information Statement ¢
such sections are incorporated herein by reference.

Item 14. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure.
Not Applicable.

Item 15. Financial Statements and Exhibits.

(a) Financial Statements.

The information required by this item is containedhe "Index to Financial Statements" on Pagedfthe Information Statement and such
information is incorporated herein by reference.

(b) Exhibits.
The following documents are filed as exhibits haret

Exhibit
No. Description Page Ni

2.01** Separation Agreement ....................

3.01** Restated Articles of Incorporation ......

3.02%*  Bylaws ......cccccoiiiiiiiiiiiiieee

10.01** Tax Separation Agreement ................

10.02** Employee Programs Agreement

10.03** Telecommunications, Software and Computin
Services Agreement..........cccceeeeuees

10.04* TRICON Long-Term Incentive Plan..........

10.05* TRICON Executive Incentive Compensation P

10.06* Employment Agreement between TRICON Globa
Andrall E. Pearson.............c.c......

10.07* Agreement between KFC and Pepsi - Cola

COMPANY..cciiiiiiiiiiiiiiiiieeeeee e
10.08* Agreement between Pizza Hut and Pepsi - C ola Company..............
10.09* Agreement between Taco Bell and Pepsi - C ola Company..............

10.10* Sales and Distribution Agreement between
Pizza Hut, Taco Bell and KFC.............

21.01* Active Subsidiaries.........ccccc........

27.01 Financial Data Schedule For Year-End 1996

27.02  Financial Data Schedule For First Quarter

* To be filed by amendment. ** Filed with this antament.
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Pursuant to the requirements of Section 12 of #wmufities Exchange Act of 1934, the registrantchdg caused this amendment to the
registration statement to be signed on its behathb undersigned, thereunto duly authorized.

TRICON GLOBAL RESTAURANTS, INC.

July 28, 1997 By LAWRENC E F. DICKIE
Lawrenc e F. Dickie
Vice Pr

esident and Secretary



ANNEX A
SUBJECT TO COMPLETION DATED JULY 28, 1997
INFORMATION STATEMENT

TRICON GLOBAL RESTAURANTS, INC.
Common Stock
(without par value)

This Information Statement is being furnished bp$t€o, Inc. ("PepsiCo") in connection with the disition (the "Distribution”) to holders

of record of PepsiCo Capital Stock at the closbusiness on , 1997 of one share of constiogk, without par value (the
"Common Stock"), of TRICON Global Restaurants, IfffRICON" or the "Company"), for every _ shacéPepsiCo Capital Stock held
of record as of that date. Fractional shares, dtiaer those held by participants in certain Pepgil@os, will be aggregated into whole shares
of TRICON Common Stock and sold on the open méabiehe Distribution Agent (as hereinafter definedith the proceeds thereof
distributed to holders who would otherwise be &dito receive such fractional shares. See "Theibigion - Manner of Effecting the
Distribution."

The Company is a wholly-owned subsidiary of Pepsi&a result of transactions entered into in catiog with the Distribution, as of
11:59:59 E.D.T. on , 1997 (the "DistribntDate), TRICON will own substantially all of thesinesses and assets of, and will be
responsible for substantially all of the liabilgiassociated with, PepsiCo's core restaurant tassne

The Distribution will be effective on the Distriboh Date. No consideration will be paid by PepssGhiareholders for shares of TRICON
Common Stock. There is no current public marketlier TRICON Common Stock, although it is expectet & "when-issued" trading
market will develop prior to the Record Date (aseivafter defined). Application is expected to bad® to list the TRICON Common Stock
on the New York Stock Exchange (the "NYSE").

NO VOTE OF SHAREHOLDERS IS REQUIRED IN CONNECTION W ITH THIS
DISTRIBUTION. NO PROXIES ARE BEING SOLICITED, AND Y OU
ARE REQUESTED NOT TO SEND US A PROXY.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMM IS-
SION OR ANY STATE SECURITIES COMMISSION PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS INFORMATION
STATEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THIS INFORMATION STATEMENT DOES NOT CONSTITUTE AN O FFER TO SELL OR
THE SOLICITATION OF AN OFFER TO BUY ANY SECURITIES.

The date of this Information Statement is 971
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INFORMATION STATEMENT

This Information Statement is being furnished sotelprovide information to shareholders of Pepsi@®m will receive shares of TRICON
Common Stock in the Distribution. It is not, andhis to be construed as, an inducement or encomnegteto buy or sell any securities of
PepsiCo or TRICON. The information contained irs timformation Statement is believed to be accuaatef the date set forth on its cover.
Changes may occur after that date, and neitheii®eper TRICON will update the information exceptthe normal course of their
respective public disclosures.

SUMMARY

This summary is qualified by the more detailed infation set forth elsewhere in this Informationt&taent, which should be read in its
entirety. Unless the context otherwise requirggefierences in this Information Statement to Repshall include PepsiCo's subsidiaries, (ii)
references to TRICON or the Company shall incluBCON's subsidiaries, and (iii) references to TRNC@ the Company prior to the
Distribution Date shall refer to the core restaukarsinesses, KFC, Pizza Hut and Taco Bell, asatpaty PepsiCo.

THE DISTRIBUTION

Distributing Company............cccceeeeeuneenn. PepsiCo, Inc.
TRICON Global Restaurants, Inc................... TRICON Global Restaurants, Inc., a North Caroli na
corporation, is the world's largest quick servi ce

restaurant business in terms of the number of

units, with more than 29,000 KFC, Pizza Hut and

Taco Bell system units generating over $20 bill ion
in annual worldwide system sales.

Distribution Ratio..............cccocvvvvinnnns One share of TRICON Common Stock for every
shares of PepsiCo Capital Stock. Fractional sha res,
other than those held by participants in certai n
PepsiCo plans, will be aggregated into whole sh ares
of TRICON Common Stock and sold on the open mar ket
by the Distribution Agent, with the proceeds
thereof distributed to holders who would otherw ise
be entitled to receive such fractional shares. See
"The Distribution - Manner of Effecting the
Distribution." No payment need be made by Peps iCo
shareholders for the shares of TRICON Common St ock
to be received by them, nor will they be requir ed

to surrender or exchange



Shares to be Distributed.........................

Conditions to the Distribution...................

Trading Market and Symbol................co......

Record Date.........ccccvvveevevieeeeeenininn,

Distribution Agent............oooeevciiviinnnns

Distribution Date

PepsiCo Capital Stock in order to receive TRICO
Common Stock.

Approximately __ million shares of TRICON Comm
Stock, based on the number of shares of PepsiCo
Stock outstanding as of , 1997. PepsiC
retain no ownership in TRICON. However, immedi
after the Distribution Date, TRICON shares will

by PepsiCo's pension trust on behalf of PepsiCo
employees.

The Distribution is subject to a number of
conditions, including (i) a favorable ruling of
Internal Revenue Service concerning the tax-fre
nature of the Distribution, (ii) appropriate st
market conditions for the Distribution, (iii)
various regulatory approvals, and (iv) approval
PepsiCo's Board of Directors of the final terms
the Distribution, including, without limitation

the formal declaration of a dividend to PepsiCo
shareholders and other specific actions necessa
to the Distribution. The PepsiCo Board of
Directors may amend, modify or abandon the
Distribution at any time prior to the Distribut
Date.

There is currently no public market for the TRI
Common Stock. Application is expected to be ma
to list the TRICON Common Stock on the NYSE und
the symbol "YUM". It is presently anticipated

the TRICON Common Stock will be approved for
listing on the NYSE prior to the Distribution D

and trading is expected to commence on a
"when-issued" basis prior to the Record Date.

, 1997.
BankBoston, N.A.

, 1997. PepsiCo will transfer shares o
TRICON to the Distribution Agent for the benefi
the record holders of PepsiCo Capital Stock at
close of business on the Record Date. TRICON
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Tax Consequences.............

Reasons for the Distribution

will participate in the Direct Registration Sys

to effect the Distribution, and shares of TRICO
Common Stock will be distributed to PepsiCo sha
holders in book-entry form. Commencing on or a
the Distribution Date, the Distribution Agent w

begin mailing account statements reflecting own

of shares of TRICON Common Stock to such holder
record of PepsiCo Capital Stock. See "The Dist
Manner of Effecting the Distribution."

PepsiCo has applied for a ruling from the Inter
Revenue Service to the effect that the Distribu
will be tax free to PepsiCo and its shareholder
for U.S. Federal income tax purposes. Receipt
such a ruling is a condition to the Distributio
See "The Distribution - Certain U.S. Federal In
Tax Consequences of the Distribution" for a mor
detailed description of the Federal income tax
consequences of the Distribution.

PepsiCo's management and Board of Directors hav
concluded that the Distribution is in the best
interests of PepsiCo and its shareholders. The
believe that the Distribution will (i) help to

alleviate competitive barriers to expanding
PepsiCo's fountain beverage business, (ii) allo
PepsiCo to focus its attention on its packaged
goods businesses, Pepsi-Cola and Frito-Lay, by
creating a separate company focused on PepsiCo’
core restaurant businesses, and (iii) permit
PepsiCo and TRICON to offer management incentiv
more directly tied to the performance of their
respective businesses. PepsiCo management also
that a separate restaurant company with strateg
organizational goals and employee incentives mo
narrowly focused will be best able to maximize
financial performance.
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Relationship between PepsiCo and

TRICON after the Distribution.................... After the Distribution, PepsiCo will have no
ownership interest in TRICON, and TRICON will b e
an independent publicly-owned company, However ,
immediately after the Distribution Date, TRICON shares
will be owned by PepsiCo's pension trust on beh alf of
PepsiCo employees. PepsiCo and TRICON will ent er

into certain agreements governing their

relationship subsequent to the Distribution.

The agreements will provide for each party to m ake
certain services, records and personnel availab le
to the other. They will also provide for

allocation of assets, liabilities and

responsibilities between them with respect to

employee benefits and compensation and for

allocation of tax and certain other liabilities

between them for periods prior to and after the

Distribution.

TRICON Dividend Policy.........ccccvvvvevenrnn.. The payment and level of cash dividends by TRIC ON
after the Distribution will be subject to the
discretion of the TRICON Board of Directors.
Dividend decisions will be based on a number of

factors including TRICON's operating results an d
financial requirements on a stand-alone basis

as well as loan agreement and legal restriction S
relating thereto. See "Description of TRICON C apital

Stock - Dividends."

Principal Office of TRICON......................

SHAREHOLDERS WITH QUESTIONS MAY CALL:

For questions relating to the Distribution and ety of TRICON stock certificates, call BankBostdhA. at:

For other questions, call PepsiCo's Manager, SblidehRelations at:

(914) 253-3055



NO PERSON IS AUTHORIZED BY PEPSICO OR TRICON TO GAWNY INFORMATION OR TO MAKE ANY REPRESENTATIONS
OTHER THAN THOSE CONTAINED IN THIS INFORMATION STAEMENT, AND, IF GIVEN OR MADE, SUCH INFORMATION Ot
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVINCHEHEN AUTHORIZED.



INTRODUCTION

TRICON Global Restaurants, Inc., a North Carolingporation originally organized in May 1997, is mntly a wholly-owned subsidiary of
PepsiCo, Inc. The management and Board of DirectoPepsiCo, after careful review and analysisgheancluded that the Distribution is in
the best interests of PepsiCo and its shareholdibes; believe that the Distribution will (i) help &lleviate competitive barriers to expanding
PepsiCo's fountain beverage business, (ii) allopsio to focus its attention on its packaged gdngsnesses, Pepsi-Cola and Frito-Lay, by
creating a separate company focused on PepsiGe'sesiaurant businesses, and (iii) permit Pepai@TRICON to offer management
incentives more directly tied to the performancéheir respective businesses. PepsiCo managensenbealieves that a separate restaurant
company with strategies, organizational goals angleyee incentives more narrowly focused will bstkable to maximize its financial
performance. To effect the Distribution, PepsiC# distribute all the outstanding Common Stock &ICON to PepsiCo shareholders.

Upon completion of the Distribution, TRICON will lee world's largest quick service restaurant ("Q®R@mpany based on units, with more
than 29,000 units in 95 countries and territori@3lCON will use three of the most recognized restaticoncepts, Pizza Hut, Taco Bell and
KFC, to sell its products through a system of Bottmpany-operated and franchised units. In 1996CTR's worldwide system sales
exceeded $20 billion. As one of only two major @glbplayers, TRICON will have the advantage of digant scale in activities ranging from
purchasing to technology. In addition, the Complay a solid track record of operating innovatidrgrey cash generation capabilities and
clear areas of growth potential.

TRICON's business, including background on the epts; its operating systems, management and ategir for managing the refranchising
of the store portfolio, is described below, follaWey a discussion of the industry and how TRICQHIifito the industry today, and then by a
discussion of the competitive advantages availablERICON. See "Business of TRICON".

From time to time, in both written and oral statemse TRICON and PepsiCo may discuss expectatiqgegdang TRICON's future
performance. These "forward-looking statements'baged on currently available competitive, finaharad economic data and TRICON's
operating plans. They are also inherently uncedanhinvestors must recognize that actual resalifddurn out to be significantly different
than what was expected. Among the many factorsctiratause actual results to differ are econondcpatitical conditions in the countries
and territories where TRICON operates, the impéstich conditions on consumer spending, pricingsuees resulting from competitive
discounting, new product and concept developmermthgr food industry competitors, and fluctuatiomsommaodity prices



BUSINESS OF TRICON
Concepts

The TRICON organization is currently made up ofrfoperating divisions organized around its three amncepts, KFC, Pizza Hut and Taco
Bell. KFC is based in Louisville, Kentucky; Pizzaithnd TRICON Restaurants International ("TRICORInational") are headquartered in
Dallas, Texas; and Taco Bell is based in Irvindjf@aia.

Each of TRICON's four operating divisions is enghgethe operation, development, franchising aodrising of a system of both traditional
and non-traditional QSR units. Non-traditional griiiclude express units and kiosks which have @nimited menu and operate in non-
traditional locations like airports, gas and corieane stores, stadiums, amusement parks and cg/ledpere a full-scale traditional outlet
would not be practical or efficient. In additiohgte are approximately 367 units housing more tmnconcept ("2n1s"). Of these,
approximately 354 units offer both the full KFC noesnd a limited menu of Taco Bell products, andraxmately 13 units offer both the full
KFC menu and a limited menu of Pizza Hut products.

In each concept, consumers can either dine inroy cat food. In addition, Taco Bell and KFC offedrive-through option in many stores.
Pizza Hut and, on a much more limited basis, KH€rafelivery service.

Each concept has proprietary menu items and engasaie preparation of food with high quality irdjents as well as unique recipes and
special seasonings to provide appealing, tastyasirakctive food at competitive prices.

KFC

KFC operates in 74 countries and territories thhmug the world under the name "Kentucky Fried Caitkand/or "KFC." It was founded in
Corbin, Kentucky by Colonel Harland D. Sandersearly developer of the quick service food busirss$a pioneer of the restaurant
franchise concept. The Colonel perfected his sdxdestd of 11 herbs and spices for Kentucky Frie@k¥n in 1939 and signed up his first
franchisee in 1952. By the time KFC was acquiredPbpsiCo in 1986, it had grown to approximately08,6nits in 55 countries and
territories.

KFC restaurants offer fried chicken products amdesalso offer non-fried chicken-on-the-bone produaith the principal entree items sold
in pieces under the names Original Recipe, ExtstyT@rispy and Tender Roast. Other principal ente¥as include Chunky Chicken Pot
Pies, Colonel's Crispy Strips, and various chickamdwiches. KFC restaurants also offer a variesid# items, such as biscuits, mashed
potatoes and gravy, cole slaw and corn, as walkaserts and non-alcoholic beverages. Their deatraracterized by the image of the
Colonel and distinctive packaging includes the "8att of chicken.

In 1996, KFC's worldwide system sales of over $8obi grew faster than the industry average evemigin the number of restaurants in its
global system did nc



materially increase. This growth was largely duth®impact of new products as shown by the fattshme store sales in Compaperatec
stores in the U.S. increased 6%. In 1995, same sties for Company-operated stores in the U.S wlep strong, increasing 7%. Average
U.S. system-wide sales per traditional unit in 1@@&8e $775,000.

Pizza Hut

Pizza Hut operates in 84 countries and territdhesughout the world under the name "Pizza Hut" f@adures a variety of pizzas with
different toppings as well as pasta, salads, safthgiand other food items and beverages. Thedistrdecor features a bright red roof.

The first Pizza Hut restaurant was opened in 185&ichita, Kansas, and within a year, the firshfflaise unit was opened. By 1977, when
Pizza Hut was acquired by PepsiCo, its U.S. reatdigystem had grown to nearly 3,200 units. ToB#&za Hut is the largest restaurant chain
in the world specializing in the sale of ready-ti-pizza products. As of year-end 1996, the conlsagtgrown to more than 12,300 units.

In 1996, worldwide system sales exceeded $7.bbjllhowever, U.S. same store sales at Company-tegeuaits decreased 4% reflecting
fewer transactions. In contrast, U.S. same stdes s&e Company-operated units had increased a4#lith 1995 driven by the introduction of
new products, such as Stuffed Crust Pizza. Aveth8e system-wide sales per unit in 1996 were $6¥D,0

For ten of the last twelve years, Pizza Hut wasewBest Pizza Chain in America in the "Choice irmil@k" national consumer survey
published annually by RESTAURANTS & INSTITUTIONS M3MZINE. Also, the January 1997 CONSUMER REPORTS e@dmizza Hut
as the best pizza chain in America.

Taco Bell

Taco Bell operates under the name "Taco Bell" aretiglizes in Mexican style food products, inclgdirarious types of tacos and burritos,
salads, nachos and other related items. The fasd Bell restaurant was opened in 1962 by GleniB&lowney, California, and in 1964 the
first Taco Bell franchise was sold. By 1978, whewas acquired by PepsiCo, the Taco Bell systemghedn to approximately 1,000 units.
Today, Taco Bell dominates the U.S. Mexican QSRrsad. Taco Bell units feature a distinctive bejdoon their signage.

By year-end 1996, there were more than 6,800 Tadlouits in 17 countries and territories, with ®ys-wide sales of $4.7 billion. After
several years of having achieved above industryageegrowth rates, U.S. same store sales at Comgaamated Taco Bell units declined 2%
and 4% in 1996 and 1995, respectively, as a re§idwer transaction counts. Average U.S. systemieveiales per unit in 1996 were
$886,000



Operating Structure

For all three of its concepts, TRICON structur&sstles operations in two primary ways. The waniéseither owned and operated by the
Company or they are owned and operated by indepéfid@chisees which can range in size from indigid owning just a few units to large
publicly-traded companies. In addition, TRICON leagablished international joint ventures betweselfitand third parties. As of year-end
1996, 44% of TRICON's worldwide units were operdigdhe Company and joint ventures in which the @any participates, 45% by
franchisees, and 11% by licensees.

[GRAPHIC OMITTED] Pie chart showing the following:

TRICON's Worldwide System Units by Ownership a¥earEnd 1996 (1)

Company 44%
Franchise 45%

License 11%

Company-

Operated

and Joint

Venture Franchised Licens ed Total
KFC 3,624 6,078 16 1 9,863
Pizza Hut 6,477 4,700 1,21 1 12,388
Taco Bell 2,782 2,288 1,77 5 6,845
Total 12,883 13,066 3,14 7 29,096

(1) Includes traditional and non-traditional units.

Although the margins on the franchise side of thsitess are significantly higher than on the Comiggperated side of the business, the
owner-operator can also enjoy significant upsideoofunities when average sales per store are ggoWiRICON believes that one of the key
factors in driving up average sales per storegsttility of the restaurant general manager (th@VR), whether a TRICON employee or a
franchisee, to remain close to his customer anddsigurant crew.

In order to ensure that RGMs can achieve thisgthes two important initiatives underway at TRICOMe first is a program to sell selected
Company-operated restaurants to franchisees (hrefising"). Two years ago it was determined thatélwas a need to rebalance the system
more toward franchisees. As of y-end 1996, over 900 stores had been refranchiskckeosed as a part of that program, the I



majority to franchisees that were already in the®N system. The second initiative, called "RGMNis. 1", is a program to focus the
Company-operated system to more consciously supipoeffort of the RGM. See "Business of TRICONunkbn Resources and
Management."

It is critical to TRICON to maintain strong and opelationships with its franchisees and their egpntatives. To this end, TRICON invests a
significant amount of time working with the fransbe community and their representative organizsitionall aspects of the business, ran
from new products to new equipment to new manageteehniques. As the Company continues to refragcB@iompany-operated units and
franchisees play a larger and larger role in tloevgin of the business, it is expected that thesgities will continue to grow in importance.

Human Resources and Management

Led by Andrall Pearson and David Novak, TRICON &atrong management team with a proven track rendtee food service industry.
Mr. Pearson most recently served as an operatinggyaf Clayton Dubilier & Rice where he playediamportant role in the performance
improvement of a number of portfolio companies.rrr085 to 1993 Mr. Pearson was a tenured profegddarvard Business School and
from 1971 to 1984 he was President and Chief Ojperé&ifficer of PepsiCo where he was instrumentadquiring and expanding the Pizza
Hut and Taco Bell restaurant chains.

David Novak most recently served as Group PresidedtChief Executive Officer of KFC and Pizza Huitere he led a significant
turnaround of KFC which has now had nine conseeujvarters of same store sales growth at Compaesatgul units. See "Management of
TRICON - Executive Officers" and "Management of TRIN - Senior Operating Management" for a descriptibthe experience of other
members of the TRICON management team.

TRICON believes that high quality, customer-focusestaurant management is critical to its long-tetmcess. It also believes that its
leadership position, strong results-oriented aedgaition culture, and various training and inceatprograms help attract and retain highly
motivated RGM's who are committed to providing sigrecustomer satisfaction and outstanding businessits. The Company believes that
having a high quality restaurant manager in afania meaningful tenure is probably the single datdgactor in a unit's achieving excellent
results in the areas of sales, profits and ovgradkt satisfaction.

The Company's restaurant management structuresuayieoncept and unit size. Generally, each restais led by an RGM, together with
one or more additional assistant managers, depgodinhe operating complexity and sales volumédefrestaurant. Each restaurant usually
has between ten and 35 hourly employees, most ofnwork part-time. The Company's four operatingsions each issue detailed manuals
covering all aspects of their respective operationduding food handling and product preparatioogedures, safety and quality issues,
equipment maintenance, facility standards and atooy procedures. The restaurant management temesponsible for the day-to-day
operation of each unit and for ensuring complianith operating standards. RGMs report to area mansagvho are each responsible for
approximately nine to eleven restaurants. The Corylpaestaurants are visited frc



time to time by various higher level supervisor#hi their respective organizations to help ensuiteerence to system standards.

RGMs are required to attend and complete theireesge division's training programs. These prograorssist of initial training, as well as
additional continuing development and training pemgs that may be offered or required from timdrteet Initial manager training programs
generally last at least six weeks, and emphasadehship, business management, supervisory skitlkifling training, coaching, and
recruiting), product preparation and productiorfiesa quality control, customer service, labor mgeraent, and equipment maintenance.

At year-end, 1996, TRICON employed approximatel§,880 persons, approximately 245,000 of whom ware{ime employees.
Approximately 75% of TRICON's employees are emptbiyethe United States. The Company believes th@abvides working conditions

and compensation that compare favorably with tlodses principal competitors. Employees, other thestaurant management and corporate
management, are paid on an hourly basis. Lessl#taof TRICON's U.S. employees are covered by ctMledargaining agreements.
TRICON's non-U.S. employees are subject to numdeter council relationships which vary due to tliserse cultures in which the
Company operates. The Company considers its empl@jations to be good.

Industry Overview
Worldwide

The food service industry is defined as food fyligpared away from home. The categories includésimhis industry are QSRs, full
service restaurants, other commercial restaurantiiding cafeterias) and non-commercial restasgranth as those in schools and hospitals.
In 1996, the QSR segment of the industry, whidhésone in which TRICON operates, was estimatdzet$160 billion.

TRICON is the world's leading restaurant companyriits and second in system-wide sales. Basedeonumber of units, TRICON's
worldwide system is about 40% larger than McDoisadaid more than three times the size of Burger 'Kirg 1996, TRICON's worldwide
system sales exceeded $20 billion, accounting3et bf the estimated $160 billion global QSR marketaddition, TRICON's brands are
leaders in units, sales, and unit profits in thegpective food categorie



[GRAPHIC OMITTED] Bar chart with the following pois:

Largest Worldwide Restaurant Systems
as of YearEnd 1996

Units
TRICON.......ccoee. 29,096
McDonald's............ 21,022
Subway................ 12,516
Burger King........... 7,874
Wendy's.......cueue. 6,343
Dairy Queen........... 5,665
Domino's.............. 5,460

Little Caesars........ 4,881

Worldwide Quick Service Restaurant Sales as of ¥aat 1996

TRICON 13%
McDonald's 20%

Other 67%

United States

In the U.S., one of the most important factorsaffey the food service industry has been consurgersiing desire for meals that are quick,
easy and convenient, which often means food prdpard consumed outside of the home. In the U.Sytaalmost 45 cents of the consum
food dollar goes to meals prepared and served readat away from home, up from 38 cents ten yagos By year-end 1996, the food
service industry had reached $321 billion in salé® QSR segment of the food service industry leas lgrowing rapidly, with a ten year
compound annual growth rate of more than 6%. Thia ahdver of growth over the last two years hasrbeew unit expansion, primarily on
the part of the major chains, which increasedrat@of 4% annually.

[GRAPHIC OMITTED] Pie Chart showing the following:

1996 U.S. Food Service Industry System Sales:

Quick Service Restaurants  32%
Full Service Restaurants 29%
Non-Commercial 25%

Other Commercial 14%

Source: Technomic

As a result of new unit expansion in excess of jpatmn growth, the number of QSR restaurants hasased from 1 for every 1,672 people
in 1986 to 1 for every 1,343 people in 1996. Consudemand as measured by eating occasions hasptqt&ce with unit expansion which
has resulted in pressure on same store sales.ohfigetitive QSR segment of the food service indusay therefore become increasingly
challenging and store level margins are being presis not only from th



lack of sales growth, but also from increasing cardity costs and higher wage rates due to low uneynpént and increased minimum
wages.

In the United States, TRICON is the largest restaticompany in terms of number of units. It hasr @000 system-wide units located in all
50 states. As of year-end 1996, the compositioadmecept was 25% KFC, 43% Pizza Hut and 32% Tacb Bgér the past five years,
TRICON's units in the U.S. and U.S. system-widesalave both grown at a compound annual growthofedéo.

[GRAPHIC OMITTED] Pie chart showing the following:
TRICON's U.S. System Units by Concept

as of Year-End 1996

Pizza Hut 43%
Taco Bell 32%
KFC 25%

The following table ranks the 10 largest QSR chaynd 996 United States system-wide sales. PizzaTFaao Bell, and KFC rank 3,4, and 6,
respectively. Together, they are number two witBrdV13 billion in system-wide sales.

1996 1996 System
1996 System System Sales Per Unit

Rank  Restaurant Chain  Concept Sales ($MM) Units (1) (M) (1) (2)
1 McDonald's Sandwich 1 6,370 12,094 1,354

2 Burger King Sandwich 7,485 7,057 1,061

3 Pizza Hut Pizza 4,900 8,755 560

4 Taco Bell Mexican 4,600 6,642 693

5 Wendy's Sandwich 4,284 4,369 981

6 KFC Chicken 3,900 5,079 768

7 Hardee's Sandwich 2,989 3,225 927

8 Subway Sandwich 2,700 10,848 249

9 Dairy Queen Ice Cream 2,603 5,035 517

10 Domino's Pizza 2,300 4,300 535

Source: 1996 Technomic Top 100 and PepsiCo

(1) TRICON numbers include traditional and non-ttiadal units where applicable.

(2) Excluding sales from non-traditional units, §98/stem sales per unit at Pizza Hut, Taco Bellkih@ were $620,000, $886,000 and
$775,000 respectivel



International

Outside the United States, sales in the QSR segofi¢hé food service industry are estimated to ®2 Hillion. Industry conditions vary by
country, with many local restaurants and fast foptions present, but on average competition istkees in the United States as
internationally branded competition is generaltgited to McDonald's and, in certain markets, Dorsin@/endy's and Burger King.

In addition, branded QSR units per population irstromuntries are generally well below that of theted States.
[GRAPHIC OMITTED] Bar chart showing the followingomts:

TRICON Units per Million People
as of Year-End 1996
Selected Countries

Units

United States....... 78

Australia........... 47
Canada.............. 43
Singapore........... 29
UK. 14
Japan............... 10
South Korea......... 5
Thailand............ 4
Mexico.............. 3
France.............. 2
Germany............. 2
Brazil.............. 1
Argentina........... 1
Poland.............. 1
China............... 0
India............... 0
Russia.............. 0

Reflecting the broad geographic consumer appeBROEON's concepts, over 40% of TRICON Internatiedstaurants are located in Asia,
followed by the Americas (Canada, Latin America &uodith America) with 22% and Europe with 2(



TRICON International System Units as of Year-En@@.¢1)
[GRAPHIC OMITTED] Pie charts showing the following:

Concept

KFC 56%
Pizza Hut 42%
Taco Bell 2%

Ownership

Franchise/Licensed 59%

Company 29%
Joint Venture 12%
Region

Asia Pacific 42%
Americas 22%
Europe 20%
S. Pacific  16%

Joint Fran chised Countries
Company Venture and Licensed Total  and Territories
KFC 1,235 432 3 117 4,784 73
Pizza Hut 1,183 575 1 ,875 3,633 83
Taco Bell 95 - 108 203 16
Total 2,513 1,007 5 ,100 8,620 94
(1) Includes traditional and non-traditional units.

Since late 1994, the international operations ofCBN's three restaurant concepts have been coasatidnto a separate international
division to improve focus and scale. TRICON Intdimr@al has redirected its focus to generate moséesy growth through franchisees and
concentrate its development of Company-operataésia those markets with sufficient scale. TRICIDMrnational has developed new
global systems and tools designed to improve miagkedperations consistency, product delivery, madtanning and development, franct
support, and sto-level team building capability



Competitive Advantages
Global Scale

Powerful Concepts in Growing Food Categories. KPi2za Hut and Taco Bell are three of the most reizegl restaurant concepts, each
having significant value. Each is the U.S. leadeaunits, sales, and unit profits in its respecfo@d category. TRICON believes that the near
universal appeal of chicken and the enormous waokpizzas provide a strong foundation for globahcept expansion, and the emerging
trend towards Mexican-style foods may provide add#l growth opportunities.

Worldwide Capabilities. TRICON has global scale aagabilities in marketing, advertising, purchasimgearch and development ("R&D"),
and site selection. TRICON believes that its worttwnetwork of Company and franchise operationsiges a strong foundation from whi
to expand in existing markets, enter new markatsjdh new products and marketing campaigns amatnte new concepts. In many
countries and regions TRICON has the scale to xiemsive television advertising, an important fagtoincreasing brand awareness.
TRICON's scale enables it to negotiate superioketarg promotions and real estate transactions epetbto many of its competitors.

Purchasing/Distribution. The Company is a subsahptirchaser of a number of food products, andliebes its scale purchasing capabilities
provide it with competitive advantages, such asaifiility to ensure a consistent supply of highligguéood, ingredients and other supplies at
competitive prices to all of its restaurant consefo ensure reliable sources, in 1996, the Compangolidated most of its worldwide food
and supply procurement activities under a new argdion called SmartSourcing, which sources, negedi and buys specified food and
supplies from hundreds of suppliers in over 70 ¢des and territories. The SmartSourcing staff ¢gyelong-term relationships or
partnerships with key vendors. They monitor matteids and seek to identify and capitalize on pasuig opportunities that will enhance
Company's competitive position. The principal pratdiypurchased include beef, cheese, chicken pradtmbking oils, corn, flour, lettuce,
pinto beans, pork, seasonings, tomato productspaper and packaging materials.

To ensure the wholesomeness of all food produstglrs are required to meet or exceed strictipuebntrol standards. Competitive bids,
long-term contracts and long-term vendor relatigpshave been used to ensure availability of prid(dRICON has also entered into
commodity futures contracts traded on national arges with the objective of reducing food costsilé%uch hedging activity has
historically been done on a limited basis, hedgiativity could increase in the future if TRICON iesles it would result in lower total costs.
The Company has not experienced any significantimoous shortages of supplies. Prices paid foretlsepplies may be subject to
fluctuation; when prices increase, the Company begble to pass on such increases to its custoaitvsugh there is no assurance this can
be done in the future.

Many food products, paper and packaging supplies eguipment used in the operation of the Compagagtaurants, have been distribute:
individual Compan-operated units by PFS, which had been PepsiCa&urast distributor operation. Pl



also sold and distributed these same items to rfranghised and licensed units that operate intireetrestaurant systems, though principally
to Pizza Hut and Taco Bell franchised/licensedsumitthe United States. In May 1997, KFC, Pizza &hd Taco Bell entered into a five year
Sales and Distribution Agreement with PFS to pusetthe majority of their food and supplies for Camyp-operated stores, subject to PFS
maintaining certain quality and performance lev&lse Sales and Distribution Agreement became éffecipon the closing of the sale by
PepsiCo of the assets and business of PFS to Aemee$ood Distribution, Inc. ("AmeriServe"), a sitiary of Holberg Industries, Inc.,
pursuant to a definitive agreement dated as of B&y1997, as amended. KFC, Pizza Hut and TacoaBelhlso expected to enter into multi-
year agreements with Pe-Cola Company regarding the sale of Pepsi-Cola/efage products at U.S. Company-operated units' See
Distribution Relationship Between PepsiCo and TRNC&iter the Distribution.

Management Information Systems. TRICON consideedfii leader in the utilization of technology &hmanage its restaurants. Systems
targeted at improving financial controls, cost ngeraent, product inventory, consumer service andayaep effectiveness have been
implemented in all Company-operated units. In th&.lJcommunication networks transmit critical besis data to and from the Company-
operated units. These networks provide timely imation on daily business activity. The Company ymesgrietary software as well as
purchased software to simplify the restaurantggses and administrative requirements. The leweyad technology allows the RGMs to
focus on customers and operations.

Proven Operating Record

Core Competence in Marketing. TRICON has strongketarg teams and strong agencies as its partmef®96, TRICON and its franchise
invested more than $745 million in the U.S. andertban $310 million in international markets in adising and marketing programs.

TRICON believes that it has developed significathteatising capabilities, and has been able to geeeubstantial interest in and excitement
around its brands. Many of the Company's advegisampaigns have been recognized in the past witihds acknowledging their creativity,
execution or achievements in creating or maintgimirand awareness. The Company's size enablebétadeading advertiser in the food
service industry, which it can leverage to achiefficiency of national network television adventigi supplemented with local market
television advertising. TRICON's four operatingidions implement periodic promotions as they depprapriate or desirable in order to
maintain and increase their sales and unit profiey also rely on radio, newspaper and other pudnertising, in-store point of purchase
advertising, and direct mail and newspaper cougppiegrams, to attract customers and encourageutodase of their products. The
Company has developed and utilizes sophisticateletiag research techniques to measure custonisfagdibn and consumer trends.

Quality Assurance. The Quality Assurance Departsiaheach of TRICON's four operating divisions hafgure that the systems' restaurants
provide high quality, wholesome food products ieari and safe environments. The systems' restaanantequired to buy food supplies,
ingredients, seasonings, and equipment only



approved suppliers, who are required to meet ceexsystem standards designed to ensure produity gs@fety and consistency. From til

to time, the Quality Assurance Departments insfiectacilities of their suppliers and request sag(ibr testing and other quality control
monitoring and measures. Many of these suppliexd) as poultry producers, are also subject to spsmernment inspection. In addition,
representatives of the Quality Assurance Departsnésit restaurants from time to time to ensuré thad is properly stored, handled and
prepared in accordance with prescribed standamispecifications, as well as to provide traininddad safety and sanitation measures to the
restaurant operators. The Quality Assurance Degautsrare also responsible for remaining currenssunes related to food safety, and
interacting with regulatory agencies as may beiredwr desirable on these matters.

Strong Free Cash Flow

TRICON has generated significant free cash flowulgh its operations and global refranchising proguader which it sells Company-
operated restaurants to current and new franchiSéese the strategy began in mid-1995, TRICONarethised or licensed 264 and 655 units
in 1995 and 1996, respectively. In June 1997, TRIG@ernational sold 77 KFCs, 43 Pizza Huts and jowat KFC and Pizza Hut
delivery/carryout units in New Zealand in an idipaiblic offering. As a result of TRICON's refransimg activity, coupled with new points of
distribution added by franchisees and licenseedlagrogram to upgrade the asset portfolio byietpander-performing stores, the
Company's overall ownership of total system units Company-operated and joint venture units ifctvithe Company participates) declined
six percentage points in two years from 50% at-gz@ar 1994 to 44% at year-end 1996. The refrandhisingram is expected to continue.
However, the continuation of the program dependtherCompany's ability to find qualified franchisée purchase Company-operated
restaurants at prices considered by the Compabg &ppropriate.

TRICON's operations generated free cash flow obatr$465 million in 1996, allowing it to increass fate of investment in the following:
product innovation and quality; improved operatptgtforms leading to improved service; store-ldwainan resources including recruiting
and training; testing alternative modes of disthifi; and creative marketing programs. See "Manaye'siDiscussion and Analysis."

United States Growth Opportunities

TRICON believes it has many opportunities to achisame store sales growth at Company-operatediniiti$sU.S. business due to the
following:

Daypart Expansion. TRICON's strengths in marketaiesh and R&D, combined with underdeveloped dagparall three core concepts give
it an opportunity to increase the average salesipierAccording to CREST, in 1996 in the U.S., abntwo-thirds of KFC and more than
three-quarters of Pizza Hut Company-operated st@les occurred during the dinner occasion. At Teelbapproximately half of U.S.
Company-operated store sales occurred during tiehlaccasion, with about 44% occurring at dinnef #ue remainder during snacking
hours.

Channel Expansion. TRICON's products, especialigkeim and pizza, are well suited to delivery beeateir relatively long holding times
allow them to be delivere



hot and ready to eat. Today, Pizza Hut has a vesleldped delivery system and almost 500 KFC unitsently offer some delivery services.

In addition, the Company believes there is oppatyun innovate with respect to the type of unitthest meets consumer needs. Some of the
alternative channels that are being developed dlechon-traditional units such as Taco Bell Expiesgnues like shopping malls, food

courts, airports, gas and convenience stores drabkc

International Growth Opportunities

Underdeveloped Presence in Many Countries. AthatRICON has established a presence in many cosnthie majority of those countries
are still underpenetrated considering not only fetan size and growth but also in terms of peritegpurchasing power. TRICON has
demonstrated considerable success in Asian emenggankets with some of the largest stores in thddvam a sales per store basis being
operated by it in China. In countries which are endeveloped, the ratio of stores per million pedapkill far below that found in the U.S. ¢
there is still tremendous opportunity to leveragérereasing demand for convenient, fully prepdoexls.

Limited Global Competitors with Scale AdvantageRICON has the ability to leverage not only the s@vantages of purchasing and R&D
but also the experience of its U.S. business toldyidentify new product opportunities for locabnkets. As of year-end 1996, TRICON's
international system-wide sales accounted for apprately 11% of all international QSR sales.

Other
Properties

As of year-end 1996, KFC, Pizza Hut and Taco Bethed approximately 3,300 and leased approximatdi@GGrestaurants, delivery/carryout
units and other food service units in the Uniteat&t; and TRICON International owned approximate®00 and leased approximately 1,500
additional units outside the United States. KF@zRiHut, and Taco Bell restaurants in the UnitedeStwhich are not owned are generally
leased for initial terms of 15 or 20 years, andegelty have renewal options, while Pizza Hut dedpearryout units in the United States
generally are leased for significantly shorterigiterms with short renewal options. Joint vensurewhich KFC, Pizza Hut or Taco Bell are
partners and other consolidated entities own aelegproximately 1,000 restaurants or units outsidénited States. TRICON leases Pizza
Hut's corporate headquarters in Dallas, Texas. Batldeases its corporate headquarters in In@aifornia and KFC owns its corporate
headquarters and a research facility in Louisvilentucky. In addition, TRICON owns major officecilities in Wichita, Kansas and leases
office facility for accounting services in Albugugre, New Mexico. Competition

The overall food service industry and the QSR segrare intensely competitive with respect to foodldy, price, service, convenience,
restaurant location and concept. The restauraméssis often affected by changes in consumesd;



national, regional or local economic conditionandgraphic trends; traffic patterns; the type, nungrel location of competing restaurants;
and disposable purchasing power. TRICON compett#fsn@ach market with national and regional chaimsvell as locally-owned
restaurants, not only for customers, but also fanagement and hourly personnel and suitable restbesites. For additional information on
competition, see "Business of TRICON - Industry fiew."

Trademarks

TRICON regards its Kentucky Fried Chicken (R), KFR), Pizza Hut (R) and Taco Bell (R) trademark$&aging significant value and as
being important in marketing to consumers. The Camyfs policy is to pursue registration of its imot trademarks whenever possible and
to oppose vigorously any infringement of its tradeks. The use of the foregoing trademarks by freseels and licensees has been authorizec
in KFC, Pizza Hut and Taco Bell franchise and lseagreements. Under current law and with properthe Company's rights in its
trademarks can last indefinitely.

Government Regulation

United States. TRICON is subject to various Fedeatate and local laws affecting its business. Edd¢he Company's restaurants must
comply with licensing and regulation by a numbego¥ernmental authorities, which include healtitsgion, safety and fire agencies in the
state or municipality in which the restaurant isdted. To date, the Company has not been significaffected by any difficulty, delay or
failure to obtain required licenses or approvals.

A small portion of Pizza Hut's net sales are attable to the sale of beer and wine. A licensedglired for each site that sells alcoholic
beverages (in most cases, on an annual basis)jcandés may be revoked or suspended for causg &ih@n Regulations governing the sale
of alcoholic beverages relate to many aspectsstueant operations, including the minimum ageatfgns and employees, hours of
operation, advertising, wholesale purchasing, itsgncontrol and handling, storage and dispensfrajamholic beverages. The failure of a
restaurant which sells alcoholic beverages to nhiaretain these licenses may adversely affedt sestaurant's operations.

The Company is also subject to Federal and statermaim wage laws governing such matters as overtimeredits and working conditions.
Since the bulk of the Company's employees are grai@n hourly basis at rates related to the Federamum wage, increases in the
minimum wage could significantly increase the Compslabor costs.

The Company is also subject to Federal and stalek lebor laws which, among other things, prohthi¢ use of certain "hazardous equipm
by employees 18 years of age or younger. The Coynpas not to date been materially adversely aftebjesuch laws.

The Company is subject to Federal and state enwieotal regulations, but these rules have not hadtarial effect on the Company's
operations. The Company continues to monitor itdifees for compliance with the Americans With Bislities Act



("ADA") in order to conform to its requirements. dir the ADA, the Company could be required to edpfeimds to modify its restaurants to
better provide service to, or make reasonable agomation for the employment of, disabled persons.

International. Internationally, the Company's rastats are subject to national and local laws agdlations which are similar to those
affecting the Company's domestic restaurants, dietulaws and regulations concerning labor, healinjtation and safety. The international
restaurants are also subject to tariffs and reigumisiton imported commodities and equipment and lagalating foreign investment.

Worldwide compliance with environmental regulatidras not had a material adverse effect on the Coygaarnings, capital expenditures
or competitive position.

Legal Proceedings

The Company is subject to various claims and cgsticies related to lawsuits, taxes, real estadegivironment and other matters arising
of the normal course of business. Management kedighat the ultimate liability, if any, in excedsamounts already provided for, is not
likely to have a material adverse effect on the Gany's annual results of operations or financialdaoon.

Sale of Non-Core Concepts

In late 1996, TRICON set a strategy to focus huanashfinancial resources on growing the sales aafitgiility of its three core QSR
concepts

- KFC, Pizza Hut and Taco Bell. The non-core rastaubusinesses of Hot n' Now, East Side MaricksG@mevys Mexican Restaurants were
sold in 1997, and two other non-core restauraniniegses, D'Angelo Sandwich Shops and CaliforniasPikatchen, are being offered for sale.
These non-core restaurant businesses are expedtedsold prior to the Distribution Date. Thesefimon-core" chains represented
approximately 4% of TRICON's worldwide sales at Qamy-operated units in 1996. See "Combined FinhBt&ements."

SELECTED COMBINED FINANCIAL DATA

The following selected combined financial data BiICON should be read in conjunction with, and ialdied in its entirety by reference to,
the audited Combined Financial Statements andrihadited Condensed Combined Financial Statemedttharrelated notes thereto
included on pages F-2 to F-28.

The pro forma selected financial data set fortlowak derived from the unaudited Pro Forma Condg@@mbined Financial Information
included on pages F-29 to F-32. The pro forma da&s not purport to represent what TRICON's finalmmosition or results of operations
would have been had it operated as a separatggendent company nor does it give effect to any evether than those discussed in the
related notes. The pro forma data also does ngpto project TRICON's financial position or réswf operations as of any future date or
for any future period.

The capital structure that existed when the Comgdmnysinesses operated as part of PepsiCo islagant because it does not reflect
TRICON's expected futut



capital structure as a separate, independent companordingly, per share data for earnings andh cigidends declared has not been
presented except for pro forma earnings per sloarthé year-ended December 28, 1996 and the twebeks ended March 22, 1997, which
was based on ____ million shares outstanding.

Selected Combined Financial Data (Page 1 of 4)
(in millions except per share data, unaudited)
TRICON Global Restaurants, Inc.

Proform a
1996 1996(a)(b) 1995 (b) 1994(b)(c)(d)

Summary of Operations
REVENUES......cceeviiriciieieeen $9,838 10,232 10,250 9,565
Income/(loss) before cumulative effect

of accounting changes................. $ 147 (53) (132) 119
Cumulative effect of accounting

changes (f)....cccccovveeviieiennnnn. $ - - - (1)
Net income/(10SS) (g)....cccveeervernne $ 147 (53) (132) 118
Earnings/(loss) per share............... $ 0.xx N.R. N.R. N.R.
Balance Sheet
Total assets.........cccveeeercnnenn. N.R. 6,520 6,908 7,387
Long-term debt (h).........ccceeeee N.R. 231 260 267
Investments by and advances

from PepsiCo.......ccceevvvvvinnnns N.R. 4,266 4,604 4,962

N.R. - Not Required



Selected Combined Financial Data (Page 2 of 4)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

1993(e) 1992

Summary of Operations

REVENUES.....cceeeeieeneeie e $ 8,462 7,335
Income before cumulative effect of

accounting changes..........cccccevvviieeeenns $ 238 245
Cumulative effect of accounting

changes (f)..... $ - (29)
Net income (g) $ 238 226
Balance Sheet
Total aSSets......coovveiiiiiieiiieeieeciies $ 6,526 5,086
Long-term debt (h) $ 290 257
Investments by and advances from

PePSICO ..o $ 4,366 3,506



Selected Combined Financial Data
(in millions except per share data, unaudited)
TRICON Global Restaurants, Inc.

Summary of Operations
Revenues........
Net income (Q).......... .
Earnings per share...........ccccoccoeennes
Balance Sheet

Total aSSets......ccovvvveveiriieieeeeie.
Long-term debt (h).......coooceieiiinnenn.
Investments by and advances from

PepSiCo ...vevveiiiiieeeeeeeeieeiii

N.R. - Not Required

(Page 3 of 4)

Twelve Weeks Ended
Proforma
3/22/97  3/22/97  3/23/96

$2,134 2,237 2,273

$ 49 52 40

$ 0.xx N.R. N.R.
$6,102 6,413 N.R.
$ 173 222 N.R.
$ 3,954 4,201 N.R.



Selected Combined Financial Data (Page 4 of 4)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

(a) Included unusual charges of $246 ($189 a fter-tax) related to the

decision to dispose of TRICON's U.S. non-core testat businesses. See Note 3 to the audited CothBinancial Statements on page F-11.
Also included the benefit of reduced depreciatind amortization expense for the first three quartérl996 of $40 ($26 after-tax) as a result
of the initial impact of adopting Statement of Fin&l Accounting Standards No. 121 (SFAS 121), '‘#oting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Diggb©f," at the beginning of the fourth quarter 89%. See (b) below.

(b) Included net facility actions:

1996 1995 1994
Refranchising gains $139 $93 $ -
Store closure costs (40) (38) (20)
SFAS 121 impairment charges (62) (457)
Net gain/(loss) 37 (402) $(10)
After-tax gain/(loss) $21 $(295) $(6)

The initial, non-cash impairment charge of $4572&3after-tax) in 1995 was due to the adoption cASH21 at the beginning of the fourth
quarter. As a result of the reduced carrying amofinéstaurants to be held and used in the busidegseciation and amortization expense
the fourth quarter of 1995 was reduced by $17 fier-tax). See Note 3 to the audited Combinedritiie Statements on page F-11.

(c) Included a benefit of changing to a preferabkthod for calculating the markeglated value of pension plan assets used in detiggrthe
return-on-asset component of annual pension expeitiseh reduced full-year pension expense in 1998%($3 after-tax).

(d) Fiscal year 1994 consisted of 53 weeks. Nogné#ical years consist of 52 weeks; however, beedhe fiscal year ends on the last
Saturday in December, a week is added every 5yenfs. The fifty-third week increased 1994 reverne$172 and earnings by
approximately $23 ($14 after-tax).

(e) Included a $7 charge to increase net defeaediabilities as of the beginning of 1993 for a $%tutory income tax rate increase due to
1993 U.S. Federal tax legislation.

(f) Represented the cumulative effect of adoptm@994 Statement of Financial Accounting Standatols112 (SFAS 112), "Employers'
Accounting for Postemployment Benefits," and chagdo a preferable method for calculating the miar&kated value of pension plan assets
used in determining the return-on-asset comporfeamimual pension expense and the cumulative netcognized gain or loss subject to
amortization (see Notes 13 and 11 to the auditedieed Financial Statements on pages F-16 and Fe&pectively) and adopting in 1992
Statement of Financial Accounting Standards No.(BFAS 106), "Employers' Accounting for PostretimmBenefits Other Than Pensions”
which reduced earnings by $31 ($19 &tax).



(9) Includes interest expense based upon Pepsi@ihted average borrowing rate applied to theayebalance of investments by and
advances from PepsiCo to TRICON and interest oaxitsrnal third-party debt.

(h) Long-term debt represents external third-pédeit.
FINANCING

PepsiCo's general practice has been to incur déhe parent company level rather than the subrgidéxel, even when the funds obtained
from such borrowings have been used in the busisasisits subsidiaries, except in the case of ablgiises, assumed debt of acquired
businesses and certain international third parbt dénich generally have been incurred at the sidosidevel. Accordingly, the financing
requirements of the restaurant businesses genéally been funded through intercompany accountsRépsiCo.

Prior to the Distribution, TRICON will incur approrately $ of debt obligations. Substantiallyof the proceeds of such debt
obligations will be transferred to PepsiCo as repayt of certain amounts due to PepsiCo from TRIGON a dividend. The remainder of
any investment in TRICON by PepsiCo will be recifisd from "Investments by and advances from Pep5iG "Common Stock and
surplus” on the TRICON balance sheet. This remaindéebe contributed by PepsiCo to its sharehatderthe form of TRICON Common
Stock. PepsiCo will retain no equity interest inlCT®N. However, immediately after the Distributiomi®, TRICON shares will be owned by
PepsiCo's pension trust on behalf of PepsiCo's@reps.

TRICON has no assurance that, as an independemtacgmit will be able to obtain financing upon teras favorable as those historically
experienced by PepsiCo.

THE DISTRIBUTION
Reasons for the Distribution

PepsiCo's management has proposed the Distribtatiachieve three specific business objectivedo(dlleviate competitive barriers to
expanding its fountain beverage business; (iijlmmaPepsiCo to focus its attention on its packagedds businesses, Pepsi-Cola and Frito-
Lay; and (iii) to permit PepsiCo and TRICON to effeanagement incentives more directly tied to tadggmance of their respective
businesses. PepsiCo is distributing the shareROCDON to its shareholders based on its belief thatrestaurant businesses, on the one hand
and PepsiCo's packaged goods businesses, on #rehatid, represent different business propositibhsy involve fundamentally different
growth opportunities, financial returns, investmegguirements, operating systems and people dysamépsiCo also believes that
corporations perform optimally when business sgnaterganization and employee incentives are mareowly focused.

Accordingly, PepsiCo has concluded that the lomgrtieterests of both businesses are best servedghrthe creation of two separate,
independent and focused corporations, TRICON fatoserestaurants and a "new PepsiCo" focused dtagad goods



Manner of Effecting the Distribution

On or before the Distribution Date, PepsiCo walrtsfer to BankBoston, N.A., as Distribution agéné (‘Distribution Agent"), for the benefit
of holders of record of PepsiCo Capital Stock atdlvse of business on , 1997 (the "Rdaatd"), all shares of TRICON
Common Stock then owned by PepsiCo.

The Distribution will be made to holders of recafdPepsiCo Capital Stock at the close of businesthe Record Date, without any
consideration being paid by such holders, on tiséshi one share of TRICON Common Stock for every  shares of PepsiCo Capital
Stock held on the Record Date. TRICON will partatigpin the Direct Registration System to effectBisribution, and shares of TRICON
Common Stock will be distributed to PepsiCo shaledrs in book-entry form. Commencing on or aboetRhstribution Date, the
Distribution Agent will begin mailing account statents reflecting ownership of shares of TRICON Camr8tock to such holders of record
of PepsiCo Capital Stock. Any TTICON shareholdéet tvould like to receive a certificate represemtimeir shares may contact the
Distribution Agent. The shares of TRICON Commonc&twill be fully paid and nonassessable and thedrsl thereof will not be entitled to
preemptive rights. See "Description of TRICON Calp&tock - TRICON Common Stock."

No fractional shares will be distributed as parthef Distribution, other than fractional sharesahhwill be credited to the accounts
participants in certain PepsiCo plans as desctieéalv. The Distribution Agent will aggregate fractal shares, other than those held by
participants in such plans, into whole shares oiCKBN Common Stock and sell them on the open makptevailing prices on behalf of
holders who would otherwise be entitled to recaiveh fractional share interests. Any such persaotidesl to receive at least $0.01 will
receive a cash payment for their portion of thaltsale proceeds. Any persons entitled to receise than $0.01 will have their fractional
shares canceled.

Distribution of TRICON Common Stock with respectRepsiCo Capital Stock held in the PepsiCo Cafitatk Purchase Plan, the PepsiCo
SaveUp Plan (formerly 401(k) or Long-Term Savindisg, PepsiCo Dividend Reinvestment Plan and theiBefEmployees' Stock
Ownership Plan will be credited to participantg£@mts. Fractional shares will be credited withpees to each of these plans other than the
PepsiCo Dividend Reinvestment Plan. Fractionaleshaith respect to the PepsiCo Dividend Reinvestigam will be cashed out as
described in the previous paragraph.

The Distribution is subject to a number of condisipincluding (i) a favorable ruling of the Interfevenue Service concerning the tax-free
nature of the Distribution, (ii) appropriate stanlarket conditions for the Distribution, (iii) vatie regulatory approvals, and (iv) approval by
PepsiCo's Board of Directors of the final termshaf Distribution, including, without limitation, ¢hformal declaration of a dividend to
PepsiCo's shareholders and other specific actieosssary to the Distribution.

The PepsiCo Board of Directors may amend, modifgl@ndon the Distribution at any time prior to Bistribution Date



Results of the Distribution

Subsequent to the Distribution, which will be effee at 11:59:59
p.m. E.D.T. on the Distribution Date, TRICON wilberate as an independent restaurant company, g@sil®ewill continue to conduct its
packaged goods businesses.

Relationship between PepsiCo and TRICON after tiseribution

After the Distribution, PepsiCo will have no owrlgigsinterest in TRICON, and TRICON will be an indgywlent, publicly-owned company.
However, immediately after the Distribution Dat&ITON shares will be owned by PepsiCo's pensicst tva behalf of PepsiCo's
employees. TRICON and PepsiCo will enter into ¢eré@reements, described below, governing theatigeiship subsequent to the
Distribution and providing for the allocation oktand certain other liabilities and obligationssarg from periods prior to and after the
Distribution. Copies of the forms of such agreerseanmt filed as exhibits to the Registration Statgméwhich this Information Statement i
part. The following summarizes the material terrhsuzh agreements, but is qualified by referendbédext of such agreements.

Separation Agreement

PepsiCo and TRICON will enter into a Separatione®gnent (the "Separation Agreement”), which willyide for, among other things,
certain services, records and personnel which Bepmind TRICON will make available to each otheeafhe Distribution Date. To facilitate
an orderly transition, PepsiCo may continue to jaeyfor up to 12 months, certain services to TRNC@ith the related costs and expenses
being paid by TRICON. TRICON will nonetheless hawveitilize additional personnel to perform certa@ivices previously provided by
PepsiCo, such as treasury management and invetitions. The Separation Agreement also will previa the assumption by TRICON of
liabilities relating to PepsiCo's restaurant busges and the indemnification of PepsiCo with resfmesuch liabilities. The Separation
Agreement provides that, prior to the Distributidf®RICON will pay to PepsiCo approximately $ illidn as repayment of certain
amounts due to PepsiCo from TRICON and a dividend.

Tax Separation Agreement

PepsiCo and TRICON will enter into a Tax Separafigneement (the "Tax Separation Agreement"), orabfedf themselves and their
respective consolidated groups, that reflects gacty's rights and obligations with respect to pagta and refunds of taxes that are
attributable to periods beginning prior to and uthg the Distribution Date and taxes resultingrfrimansactions effected in connection with
the Distribution. The Tax Separation Agreement ablgoresses each party's intention with respecttimio tax attributes of TRICON after the
Distribution. The Tax Separation Agreement provifbepayments between the two companies for cetéairmdjustments made after the
Distribution that cover pre-Distribution tax liaibiés. Other provisions cover the handling of asidsettlements, stock options, elections,
accounting methods and return filing in cases wbheth companies have an interest in the resultisesfe activities



Pursuant to the Tax Separation Agreement, TRICONagiee to refrain from engaging in certain tranigas for two years following the
Distribution Date without the prior written consaftPepsiCo. Transactions subject to this restmictvill include, among other things, the
liquidation, merger or consolidation with anothenpany, certain issuances and redemptions of TRICOMKmMon Stock, the sale,
refranchising, distribution or other dispositionasfsets in a manner that would adversely affediatheonsequences of the Distribution or any
transaction effected in connection with the Disttibn, and the discontinuation of certain busingsse

Employee Programs Agreement

PepsiCo and TRICON will enter into an Employee Paots Agreement (the "Employee Programs Agreemealiich allocates assets,
liabilities and responsibilities between them wiglspect to certain employee compensation and ligrafis and programs and certain other
related matters.

Telecommunications, Software and Computing Service&greement

PepsiCo and TRICON will also enter into a Telecominations, Software and Computing Services Agreértiba "TS&C Agreement")
setting forth the arrangements between the pasiitasrespect to internal software, third-party agrents, telecommunications services and
computing services.

Beverage Agreements

KFC, Pizza Hut and Taco Bell are each expectedter énto a multi-year agreement with Pepsi-Colan@any regarding the sale of Pepsi-
Cola beverage products at U.S. Company-operatés. uni

Certain Letters of Credit, Guarantees and ContingetLiabilities

Pursuant to the Separation Agreement, TRICON \gilka to use its best efforts to release, termioateplace, prior to the Distribution Date,
all letters of credit, guarantees and contingettilities relating to PepsiCo's restaurant busieesmder which PepsiCo is liable. Neverthe
after the Distribution Date, PepsiCo may remaihléaon certain of such letters of credit, guaramite®d contingent liabilities which were not
able to be released, terminated or replaced mithve Distribution Date. Pursuant to the Separatigreement, from and after the Distribution
Date TRICON will pay a fee to PepsiCo with respgeciny such letters of credit, guarantees and geiit liabilities until such time as they
are released, terminated or replaced by a qualdiger of credit with a maximum drawing amount alto the full amount of all remaining
obligations and foreseeable claims under suchréettecredit, guarantees and contingent liabilit&tsall times TRICON will be required to
indemnify PepsiCo with respect to such lettersreflit, guarantees and contingent liabilities.

Certain U.S. Federal Income Tax Consequences of tistribution

Prior to the Distribution, PepsiCo expects to reee ruling from the Internal Revenue Service ®effect that the Distribution will qualify .
a ta>-free Distribution under Sections 355 and 368 oflifternal Revenue Code of 1986, as amendec



"Code"), and, accordingly, that (i) except as diésdt below with respect to fractional shares, Rég'sishareholders will not recognize
income, gain or loss upon the receipt of shardERICON Common Stock; (ii) the aggregate tax basihe shares of PepsiCo Capital Stock
and TRICON Common Stock (including any fractiort@u® interests to which a PepsiCo shareholdettitesl) held by a PepsiCo
shareholder after the Distribution will be the saasehe tax basis of the shares of PepsiCo Catitak held by such shareholder immedia
before the Distribution, and will be allocated bebm the shares of TRICON Common Stock and Pepsépddl Stock in proportion to their
relative fair market values on the Distribution 8g4iii) the holding period of the shares of TRIC@®mmon Stock received by a PepsiCo
shareholder (including any fractional share intesrés which a PepsiCo shareholder is entitled) wdlude the holding period of the shares of
PepsiCo Capital Stock with respect to which theribigtion was made, provided that the shares oEi@EpCapital Stock are held as a capital
asset by such shareholder on the Distribution Catd;(iv) cash received in lieu of fractional shiaterests in TRICON Common Stock will
give rise to gain or loss equal to the differeneaMgen the amount of cash received and the taz bistable to such fractional share
interests. Such gain or loss will be capital gaitoss if the shares of PepsiCo Capital Stock atd &s a capital asset on the Distribution C
The receipt of such a ruling is a condition to Ehstribution.

U.S. Treasury regulations require each PepsiCaehbéder that receives shares of TRICON Common Stotike Distribution to attach to the
holder's U.S. Federal income tax return for the yreavhich such stock is received a detailed statgnsetting forth such data as may be
appropriate in order to show the applicability ec8on 355 of the Code to the Distribution. Withineasonable time after the Distribution,
PepsiCo will provide each PepsiCo shareholderadnkas of the Record Date with the informationessary to comply with that
requirement, and will provide information regardihg allocation of basis described in clause ).

The foregoing is a summary of the material U.S.dfakincome tax consequences of the Distributiatheuthe law in effect as of the date of
this Information Statement. IT DOES NOT PURPORT COVER ALL INCOME TAX CONSEQUENCES AND MAY NOT APPLYTO
SHAREHOLDERS WHO ACQUIRED THEIR PEPSICO SHARES IDENECTION WITH A GRANT OF SHARES AS
COMPENSATION, WHO ARE NOT CITIZENS OR RESIDENTS AHE UNITED STATES, OR WHO ARE OTHERWISE SUBJECT
TO SPECIAL TREATMENT UNDER THE CODE. All PepsiCoafeholders should consult their own tax advisogsuréing the appropriate
income tax treatment of their receipt of TRICON Goam Stock, including the application of Federadjestlocal and foreign tax laws, and
effect of possible changes in tax law that maycffiee tax consequences described above.

MANAGEMENT OF TRICON
Directors

TRICON's Restated Articles of Incorporation provitlat the number of Directors may be altered frometto time, by resolution adopted by
the Company's Board of Directors. However, the nemab Directors may not be less than three nor ritoaa twelve



Provided that the number of Directors equals oeegls the number required under North Carolina lastdgger the terms of directors
(currently nine), from and after the Company's 188fual shareholders' meeting, the Board of Directball be divided into three classes, to
serve respectively until the annual meetings in819999 and 2000, and until their successors bleadlected and shall qualify. Thereafter,
their successors shall be elected for three yeaastand until their successors shall be electedshatl qualify.

The following individuals have agreed to serve ag@®ors of TRICON following the Distribution. Isianticipated that several other persons
will agree prior to the Distribution Date to sea® Directors. These Directors will hold office uititie first annual meeting of TRICON's
shareholders after the Distribution, which is expddo be held in May, 1998.

Andrall E. Pearson, age 72, will be elected Chairmiathe Board and Chief Executive Officer of TRIR@rior to the Distribution Date. Pri
thereto, Mr. Pearson served as an operating pastri@ayton, Dubilier & Rice, a leveraged buy-ointrf. He was PepsiCo's President and
Chief Operating Officer from 1971 through 1984 aedved on PepsiCo's Board of Directors for 26 yeatsing in April 1996. From 1985 1
1993 he was a tenured professor at Harvard BusBe&ssol. Mr. Pearson is Chairman of the Board difiAt Food Services, and a director of
Kinko's Inc., May Department Stores Company and/d@lexs Group.

David C. Novak, age 44, will be elected Vice Chamof the Board and President of TRICON prior ®@® Ehstribution Date. Prior thereto,
Mr. Novak served as Group President and Chief BikexOfficer, KFC and Pizza Hut, a position he hafd since August 1996. Mr. Novak
joined Pizza Hut in 1986 as Senior Vice Presidelatiketing. In 1990, he became Executive Vice PersidViarketing and National Sales,
Pepsi-Cola Company. In 1992 he became Chief Operé&ifficer, Pepsi-Cola North America. In 1994 hedree President and Chief
Executive Officer of KFC North America.

Board Compensation and Benefits

Employee Directors will not receive additional cagnpation for serving on the Board of Directors. Momployee Directors will receive an
annual cash retainer of $50,000 and an annual gfagitions to buy $50,000 worth of TRICON Commadnck. Non-employee Directors
will also receive a one-time stock grant of $25,000n joining the Board, payment of which will beferred until termination from the
Board. Directors may also defer payment of thaainers. Deferrals may not be made for less thanyear. For the first year only, non-
employee Directors will receive a Board meetingdé&1,500 for each Board meeting in excess oftedghing such year and a Committee
meeting fee of $1,000 for each Committee meetingxiress of eight during such year. TRICON will gisy the premiums on directors' and
officers' liability and business travel accidergurance policies covering the Directc



Committees of the Board

It is anticipated that TRICON will establish Aud@pmpensation and Nominating Committees of the @dais also anticipated that all
members will be non-employee Directors.

Audit Committee. The Audit Committee will: (i) reconend to the Board the selection, retention or itgation of TRICON's independent
auditors; (ii) approve the level of non-audit sees provided by the independent auditors;

(iii) review the scope and results of the work &ITON's internal auditors;

(iv) review the scope and approve the estimatetiafabe annual audit; (v) review the annual finahstatements and the results of the audit
with management and the independent auditorsrévipw with management and the independent auditeradequacy of TRICON's system
of internal accounting controls; (vii) review withanagement and the independent auditors the signifrecommendations made by the
auditors with respect to changes in accountingemores and internal accounting controls; and (kjport to the Board on the results of its
review and make such recommendations as it may dgpnopriate.

Compensation Committee. The Compensation Commitiiegi) administer TRICON's Long-Term Incentivda®, Executive Incentive
Compensation Plan and related plans; (ii) approvesfer to the Board of Directors for approvalanges in such plans and the compensation
programs to which they relate; and

(iii) review and approve the compensation of semb@cutives of TRICON.

Nominating Committee. The Nominating Committee w(ill identify suitable candidates for Board menstdp; (ii) propose to the Boarc
slate of directors for election by the shareholdgrsach annual meeting; and (iii) propose candgiat fill vacancies on the Board based on
qualifications it determines to be appropriate.

Executive Officers

In addition to Messrs. Pearson and Novak (see "gamant of TRICON - Directors"), the following pensoare expected to serve as
executive officers of TRICON as of the DistributiDate:

Peter A. Bassi, age 48, will be elected Presidatdgrnational Restaurants prior to the Distributidate. Prior thereto, Mr. Bassi served as
Executive Vice President, Asia, of PepsiCo Restagrhnternational, a position he assumed in 19%6jaihed Pepsi-Cola Company in 1972,
and served in various management positions at-E&g Pizza Hut and PepsiCo Food Service InternatidHe served as Senior Vice
President, Finance and Chief Financial Officeratd Bell Corp. from 1987 to 1994. From 1995 to 1B8&erved as Senior Vice President
and Chief Financial Officer at PepsiCo Restaurénternational.

Jeffrey A. Moody, age 38, will be elected Presidami Chief Concept Officer, KFC U.S.A., prior t@tDistribution Date. Prior thereto, Mr.
Moody served as Senior Vice President, OperationdlepsiCo Restaurants International, a positemassumed in 1996. Previously, he was
Vice President, Operations for PepsiCo Restautatesnational. Mr. Moody joined Pizza Hut in 19&nhd held various management
positions prior to those mentioned abc



Michael S. Rawlings, age 42, will be elected Presicand Chief Concept Officer, Pizza Hut U.S.Aigpto the Distribution Date. Prior
thereto, Mr. Rawlings served as Chairman, PresidedtChief Executive Officer of DDB Needham WorldeiDallas Group, a position he
held following the merger of Tracy-Locke, Inc. ifd®B Needham in 1992. Previously, Mr. Rawlings &eneral Manager and Chief
Operating Officer of Tracy-Locke, Inc., a positibe assumed in 1989.

Peter C. Waller, age 42, will be elected Presidedt Chief Concept Officer, Taco Bell U.S.A., priorthe Distribution Date. Prior thereto,
Mr. Waller served as Senior Vice President of Mérigeof Taco Bell, a position he assumed in theitr@gg of 1996, following 18 months

a Senior Vice President of Marketing for KFC-US/e jéined PepsiCo in 1990 as Managing Director fast¥rn Europe, and subsequently
spent two years as Regional Marketing DirectofBC for the South Pacific and South Africa.

Senior Operating Management

Jonathan D. Blum, age 39, will be elected Seni@e\Rresident, Public Affairs, of TRICON prior tetBistribution Date. Prior thereto, Mr.
Blum served as Vice President of Public Affairs Tarco Bell Corp., a position he has held sinceipgimaco Bell in 1993.

Thomas E. Davin, age 39, will be elected Chief @peg Officer, Taco Bell U.S.A. prior to the Diditition Date. Prior thereto, Mr. Davin
served as Vice President, Operations Servicessitigtohe assumed in 1996. Mr. Davin joined PepsiCt991 as Director, Mergers and
Acquisitions. He served as a Zone Vice Presideiaab Bell from 1993 to 1996.

Gregg Dedrick, age 38, will be elected Chief Pedpfigcer of TRICON prior to the Distribution DatBrior thereto, Mr. Dedrick served as
Senior Vice President, Human Resources, for Piz#eaHd KFC, a position he assumed in 1996. Mr. [Bkdoined Pepsi-Cola Company in
1981 and held various personnel-related positidtts Repsi-Cola from 1981 to 1994. In 1994 he bec¥ine President, Human Resources,
Pizza Hut, and in 1995 he became Senior Vice Reasiduman Resources, KFC.

Aylwin B. Lewis, age 43, will be elected Chief Openg Officer, Pizza Hut U.S.A., prior to the Dibuttion Date. Prior thereto, Mr. Lewis
served as Senior Vice President, Operations, digosie assumed in 1996. Mr. Lewis joined KFC i91%s a Regional General Manager
served in various positions at KFC, including Semaector of Franchising and Vice President of fResant Support Services, becoming
Division Vice President, Operations in 1993, andi&eVice President, New Concepts, in 1995.

Charles E. Rawley, age 46, is Chief Operating @ffiKFC U.S.A., and will continue to hold that pa®i at the Distribution Date. Mr.
Rawley joined KFC in 1985 as a Director of OpenagioHe served as Vice President of OperationdhBSbuthwest, West, Northeast, and
Mid-Atlantic Divisions from 1988 to 1994 when heclaene Senior Vice President, Concept DevelopmentRdwley assumed his current
position in 1995



Stock Ownership of Executive Officers and Directors

The following table sets forth information concergithe TRICON Common Stock that is expected todreeficially owned by each of
TRICON's proposed directors, by each of the fivghbit paid TRICON executive officers and by alediors and executive officers as a
group. The projections are based upon the numbehares of PepsiCo Capital Stock held by the iddizis and the group at

1997, and do not include any options granted uReépsiCo plans. Effective on the Distribution Dagrtain executive officers of TRICON
will have certain PepsiCo stock options converted options to acquire TRICON Common Stock. Seg8Reo Stock Option and
Performance Share Conversion." In addition, cegagcutive officers of TRICON will be granted optfoto acquire TRICON Common Stc
on or about the Distribution Date. These convedgtibns and new grants are not reflected in thitetaNone of the following persons will
hold in excess of 1% of TRICON Common Stock.

Beneficial Owner Projected Number of Shares

Andrall E. Pearson.........cccccccvveeeeeeninnennns
David C. NovaK........cccovvveiereeeeeeeeieienns
Peter A. BasSSi.......ccveveeeeiiiiiiiiiiiiiiiinnn
Jeffrey A. MOOdY.....ccovvvveeiiiiiiiiiiiiiiees
Peter C. Waller...........oooveviiviieenennenn.

— e

All Directors and Executive Officers as a Group.[.. ]



Summary Comp

Name and Principal
Position (1) Year Salary ($) Bon

Andrall E. Pearson 1996 --
Chairman of the

Board and Chief

Executive Officer

David C. Novak 1996 433,200
Vice Chairman of the
Board and President

Peter A. Bassi 1996 316,800
President, International

Restaurants

Jeffrey A. Moody 1996 191,300

President and Chief
Concept Officer, KFC
US.A

Peter C. Waller 1996 240,000
President and Chief

Concept Officer, Taco

Bell U.S.A.

EXECUTIVE COMPENSATION

ensation Table
Long-Term Compensatio
| Compensation

Awards Payouts

Securities
Other Annual Underlying Long-Term
Compensation Options (#) Incentive Pl

us ($) (%) 2) Payouts ($
515,200 9,068 888,861 0
297,200 8,840 114,130 0
147,700 15,195 51,391 0
114,200 7,384 111,125 0

All Other
an Compensation

) ¥

(1) The principal position set forth for each namegdcutive officer reflects their position as of fdistribution Date. Compensation disclosed
in this table was paid by certain of TRICON's sdlzgies during the relevant periods. Messrs. P@aasd Rawlings were not previously
employed by TRICON or its subsidiaries (see "Mamaget of TRICON - Executive Officers" for biograpkief named executive officers).
Mr. Pearson served as a Director of PepsiCo in 18995 and 1996, and received an annual retainff@000 and an annual stock grant'

a value of $30,000 on the grant date in 1994 ai9b.1® 1996, Mr. Pearson received an annual ratah®70,000 until his retirement in Ap

1996.

(2) The options listed in this column are Pepsi@toms and do not reflect the adjustments discuss#te section entitled "PepsiCo Stock

Option and Performance Share Conversi



PepsiCo Option Grants

in Last Fiscal Year (1)

Potential Realizab le Value
at Assumed Annual Rates
of Stock Price Appre ciation for
Individual Grants Option Term
Number of % of Tot al
Securities ~ Options
Under- Granted to Exercise
lying Employees in or Base
Options Fisca | Price Expiration
Name Granted (#) Year ($/Share)  Date 5% ($)(2) 10% ($)(2)
David C. Novak 1,749(3) 0.003 35.50 6/30/06 39,048 98,955
300,000(6) 0.590 29.46875 1/25/06 5,559,822 14,089,679
300,000(7) 0.590 29.46875 1/25/11 9,538,399 28,088,860
190,032(4) 0.374 29.46875 1/25/06 3,621,813 8,924,967
68,572(4) 0.135 28.4375 1/25/06 1,075,099 2,648,020
17,804(5) 0.035 28.4375 1/27/04 206,115 480,337
10,704(5) 0.021 28.03125 1/27/04 143,259 343,130
Peter A. Bassi 1,194(3) 0.002 35.50 6/30/06 26,657 67,554
11,840(4) 0.023 31.6875 1/25/06 228,540 575,027
6,080(5) 0.012 31.6875 1/27/04 88,536 210,600
95,016(4) 0.187 29.46875 1/25/06 1,760,907 4,462,483
Jeffrey A. Moody 487(3) 0.001 35.50  6/30/06 10,873 27,553
50,904(4) 0.100 29.46875 1/25/06 943,391 2,390,737
Peter C. Waller 765(3) 0.001 35.50  6/30/06 17,079 43,282
95,016(4) 0.187 29.46875 1/25/06 1,760,907 4,462,483
15,344(5) 0.030 28.03125 1/27/04 205,359 491,871

(1) See "PepsiCo Stock Option and Performance SDamgersion” for a discussion of the treatmenhefe options as a result of the
Distribution. The options listed in this table dot meflect the adjustments discussed in such sectio

(2) The 5% and 10% rates of appreciation were wé¢hd Securities and Exchange Commission and drintemded to forecast future
appreciation, if any, of PepsiCo's stock. If Pep&Gtock does not increase in value, then the@wpggiants described in the table will be
valueless.

(3) Twenty percent of these options becomes exalitgsone year after the grant date, July 1, 199& am additional twenty percent becomes
exercisable each year thereafter.

(4) These options become exercisable on Febru&9aQ.
(5) These options become exercisable on Februdr99s.

(6) These options become exercisable on Januar3QPA..



(7) These options become exercisable on Janua30Pb.,

Aggregated PepsiCo Option Exercises in Last Fiscal
and FiscaIYYe:a:r-End Option Va lues (1)
Shares Ac- Number of Securities Under-
quired on Value lying Unexercised Options at ~ Value of Unex ercised In-the-
Name Exercise(#) Realized Fiscal Year-End Money Options at FY-End(2)
B Exercisable Unexercisable Exercisable ““L-J-r-lg;(;;;:-isable

David C. Novak 60,000 1,594,551 342,152 1,062,806 $6,036,052 $2,011,962
Peter A. Bassi 53,100 1,390,173 212,598 215,598 3,554,777 1,005,862
Jeffrey A. Moody 0 0 78,005 101,904 1,029,001 501,657
Peter C. Waller 0 0 41,526 169,747 493,177 736,550

(1) See "PepsiCo Stock Option and Performance SDamgersion” regarding the effect of the Distribation PepsiCo stock options. The
options listed in this table do not reflect theustiinents discussed in such section.

(2) The closing price of PepsiCo Capital Stock mt&@mnber 27, 1996, the last trading day prior tesFps fiscal year-end, was $29.625.
Pension Plan Table

Many of TRICON's salaried employees have beengipatits in PepsiCo's Salaried Employees Retireflam and PepsiCo's Pension
Equalization Plan. On or prior to the DistributiDate, the Company and its participating subsidéaingnd to adopt a TRICON Salaried
Employees Retirement Plan and TRICON Pension Erptédn Plan on terms substantially similar to tbenparable PepsiCo plans. The
annual benefits payable under these two pensiars ptaemployees with five or more years of sergicage 65 are, for the first ten years of
credited service, 30% of the employee's highesseautive five-year average annual earnings plusdditional 1% of the employee's highest
consecutive five-year average annual earningsdohn additional year of credited service over tearyeless .43% of final average earnings
not to exceed Social Security covered compensatigitiplied by years of service (not to exceed 3arge

Under the TRICON plans, when an executive retitéhenormal retirement age (65), the approximateual benefits payable after Januar
1997 for the following pay classifications and yseaf service are expected to |



Remuneration Y ears of Service

25 30 35 40 45

$250,000 $109,280 $121,130 $132,990 $145,490 $160,790
$500,000 $221,780 $246,130 $270,490 $295,490 $329,540
$750,000 $334,280 $371,130 $407,990 $445,490 $498,290
$1,000,000 $446,780 $496,130 $545,490 $595,490 $667,040
$1,250,000 $559,280 $621,130 $682,990 $745,490 $835,790

The pay covered by the pension plans referred aweals based on the salary and bonus shown inuherary Compensation Table on page
38 for each of the named executive officers. Treryef credited service as of January 1, 1997h@fdllowing named executive officers are:
David C. Novak, 10 years; Peter A. Bassi, 24 yeleffrey A. Moody, 9 years; and Peter C. Walleyeérs.

Employment Agreement

The Company has entered into an employment agreemignMr. Pearson under which he will serve asi@han of the Board and Chief
Executive Officer of TRICON until July 1, 2000. Thgreement provides for an annual salary of $ ; and annual incentive
compensation awards to be determined by the TRIBO&d of Directors. However, the bonus for thetfysar of the agreement will not be
less than . As soon as practicabletaftdDistribution Date, Mr. Pearson will also bergeal options to purchase sh
of TRICON Common Stock.

NEW STOCK-BASED AND INCENTIVE PLANS OF TRICON
TTRICON Long-Term Incentive Plan

Generally. The TRICON Long-Term Incentive Plan (ti&@ICON LTIP") is expected to be approved priothe Distribution Date by the
TRICON Board of Directors and by PepsiCo as the sbhreholder of TRICON. The TRICON LTIP is expddie provide for the grant of
various types of long-term incentive awards to &mployees, consistent with the objectives and éitiihs of the TRICON LTIP. These
awards may include non-qualified options to purehstsares of TRICON Common Stock, performance unitentive stock options, stock
appreciation rights and restricted stock grant& fBhm of the TRICON LTIP is expected to be tenryea

Administration. The TRICON LTIP is expected to vbsbad powers in the Compensation Committee (tlmriiensation Committee™) of
TRICON's Board of Directors to administer and iptet the TRICON LTIP. The Compensation Committpe\wers are expected to include
authority, within the limitations set forth in ti@&RICON LTIP, to select the persons to be grantedrds; to determine terms and condition
awards, including but not limited to the type, sirel term of awards, to determine the time wherr@svaill be granted and any conditions
for receiving awards, to establish objectives apnditions for earning awards, to determine wheslueh conditions have been met and
whether payment of an award will be made at theadrath award period, or at the time of exerciseeferred, to determine whether payment
of an award should be reduced or eliminated, antktermine whether such awards should be intermgdalify, regardless of their amount,
as deductible for U.S. Federal income tax purpoBes. TRICON LTIP is also expected to generally 1



broad powers in the Compensation Committee to araadderminate the TRICON
LTIP.

Eligibility. Key employees of TRICON and its divisis, subsidiaries and affiliates are expected teligible to be granted awards under the
TRICON LTIP. The Compensation Committee may alsmgawards to employees of a joint venture or dblusiness in which TRICON has
a substantial investment, and may make awardsrteerecutive employees who are in a position toréautie to the success of TRICON.

TRICON Executive Incentive Compensation Plan

Generally. TRICON's Executive Incentive Compensakian (the "TRICON Incentive Plan") is expected¢oapproved prior to the
Distribution Date by the TRICON Board of Direct@sd by PepsiCo as the sole shareholder of TRICGN.TRICON Incentive Plan is
expected to provide for officers of TRICON anddtgisions and subsidiaries to be granted annudl teentive awards consistent with the
objectives and limitations of the TRICON IncentRkan. The term of the TRICON Incentive Plan is etged to be ten years.

Administration. The TRICON Incentive Plan is expegtto vest broad powers in the Compensation Comenitt administer and interpret the
TRICON Incentive Plan. The Compensation Committpeisers are expected to include authority, withia limitations set forth in the
TRICON Incentive Plan, to select the persons tgraated awards, to determine the time when awailtlbevgranted, to determine and
certify whether objectives and conditions for eagnawards have been met, to determine whether p#yohan award will be made at the ¢
of an award period or deferred, and to determinetiadr an award or payment of an award should hecestor eliminated. The TRICON
Incentive Plan is also expected to generally vesad powers in the Compensation Committee to araedderminate the TRICON Incentive
Plan.

Eligibility. At the discretion of the Compensati@ommittee, executive officers of TRICON are expddtebe granted, and other officers of
TRICON, its divisions and subsidiaries may be ggentinnual incentive awards under the TRICON IricerRlan.

Successor Plans

On or prior to the Distribution Date, the Compantends to adopt plans with terms substantially Isintd the PepsiCo Stock Option Incen
Plan (the "PepsiCo SOIP") and the PepsiCo SharePstwek Option Plan ("PepsiCo SharePower") forghgose of continuing TRICON
stock options which were converted from optionsiwggd under such PepsiCo plans. See "PepsiCo StoidrCand Performance Share
Conversion." It has not yet been determined whedthgmew grants will be made under these plansCTR stock options and performance
share units ("PSUs") which were converted fromanior PSUs, as the case may be, awarded undeefis#Co Long-Term Incentive Plan
("PepsiCo LTIP") will be considered to have beeraaled under the TRICON LTIP described abc



PEPSICO STOCK OPTION AND PERFORMANCE SHARE CONVERSION

Effective on the Distribution Date, holders of datgling options to purchase PepsiCo Capital Stadkalders of unvested PepsiCo PSUs
will have their interests adjusted as describedwelhe Compensation Committee of PepsiCo's BoaRirectors has approved formulas to
adjust the exercise price and award size of Pepsi@ik options and PSUs pursuant to the terms endspons of each such grant and the
relevant plan. TRICON employees who hold PepsiCarda/will receive either an award of TRICON stogkions or PSUs or an adjusted
PepsiCo award, in accordance with the formulasrideest below. The adjustment formulas are intendemhaintain the value of the
outstanding PepsiCo stock options at the time pfstichent.

Stock Options. Employees of TRICON who receivedsiep stock options in connection with the 1996 tgamd any 1997 grants under the
PepsiCo LTIP and the PepsiCo SOIP, and employe€RIEEON who received PepsiCo stock options und@si» SharePower which have
not become exercisable prior to the Distributioid)ahall have such PepsiCo stock options entaehywerted into TRICON stock options.
For these converted options, the exercise prieaoh such TRICON stock option shall equal the ésengarice of the corresponding PepsiCo
stock option prior to the Distribution, multiplidny a factor (the "TRICON Stock Conversion Ratio'hese the numerator is the composite
volume weighted average price of the TRICON Comi&totk for the trading days during a pricing periodbe determined at a future date
the PepsiCo Board of Directors (the "Per Share TRIGStock Price") and the denominator is the contpoglume weighted average price
PepsiCo Capital Stock trading with TRICON for theding days during the pricing period (the "Perr8Hare-Split PepsiCo Stock Price").
The number of shares of TRICON Common Stock suligeetich such TRICON stock option shall equal talmer of shares subject to the
corresponding PepsiCo stock option prior to theribistion divided by the TRICON Stock Conversionti@aAll other terms of such
TRICON stock options shall be the same as the teffrttee PepsiCo stock options from which they weeverted.

Employees of TRICON who received PepsiCo stockomgtin connection with grants made prior to 199@eurthe PepsiCo LTIP and the
PepsiCo SOIP, and employees of TRICON who receRegasiCo stock options under PepsiCo SharePowehvilaice become exercisable
prior to the Distribution Date, shall retain sugdtions to purchase PepsiCo Capital Stock, subjeitte following adjustments to the exercise
price and number of shares subject to each sudabnofgach, an "Adjusted PepsiCo Stock Option"). €kercise price of each Adjusted
PepsiCo Stock Option shall be determined by muitigl the PepsiCo stock option exercise price gnahe Distribution by a factor (the
"PepsiCo Stock Conversion Ratio") where the nunogiiatthe composite volume weighted average prideepsiCo Capital Stock trading
without TRICON for the trading days during the g period (the "Per Share P&plit PepsiCo Stock Price") and the denominattinésPe
Share Pre-Split PepsiCo Stock Price. The numbsharfes of PepsiCo Capital Stock subject to eachsAelil PepsiCo Stock Option shall
equal the number of shares subject to such PepsaChk option prior to the Distribution divided Hyet PepsiCo Stock Conversion Ratio. All
other terms of the Adjusted PepsiCo Stock Optitradl be the same as the terms of the-adjustment PepsiCo stock optio



Employees of PepsiCo who will continue to be emetby PepsiCo after the Distribution Date and faolg PepsiCo stock options, and
holders of any PepsiCo stock options who retireawe retired from PepsiCo on or prior to the Disttion Date, regardless of whether such
holder has retired from PepsiCo's packaged goodsstaurant businesses and regardless of whettieioptions were granted under the
PepsiCo LTIP, the PepsiCo SOIP, PepsiCo SharePavatherwise, shall retain such options to purchiResesiCo Capital Stock, subject to
the adjustments to the exercise price and numbshares subject to each such option describeciprétvious paragraph. All other terms of
such Adjusted PepsiCo Stock Options shall be theesas the terms of the pre-adjustment PepsiCo simibns.

Performance Share Units. Performance share unésdad in 1994 will remain unchanged for employdeBRICON and post-split PepsiCo.
These awards will continue to earn out againsptieestablished earnings per share target ("EPS") endxaected to be paid out on sche
in 1998. EPS results will be measured on a cors@aibasis (including the restaurant businessem)dgh the end of 1997, provided that
forecasted restaurant earnings will be used fopér®d between the Distribution Date and year4erttie EPS calculation.

Performance share units awarded in 1996 will hbee target EPS adjusted, but vesting, the measmeperiod and the payout date of such
awards will remain unchanged for employees of TRNC&d post-split PepsiCo. For TRICON employees,RRECON Board of Directors is
expected to determine the appropriate four yeantatine EPS target for such awards based on TRIE®Usiness plans. For employees of
post-split PepsiCo, the current four year EPS tarjlebe adjusted to reflect the exclusion of tlestaurant businesses while maintaining the
original annual growth rate amounts.

DESCRIPTION OF TRICON CAPITAL STOCK

Under TRICON's Restated Articles of Incorporatitme("TRICON Articles"), which have been filed aseathibit to the Registration
Statement of which this Information Statement foangart, TRICON's authorized Capital Stock congiéts,000,000,000 shares, without par
value, of which 750,000,000 shall be Common Stouk 260,000,000 shall be preferred stock ("PrefeBtedk"). Based on

shares of PepsiCo Capital Stock outstanding as of , 1997, and a distribution ratioref share of TRICON Common Stock
for every shares of PepsiCo Capital Sibekexpected that approximately shaf@RRICON Common Stock will be
distributed to holders of PepsiCo Capital Stock.Meferred Stock will be distributed to PepsiCorghalders in connection with the
Distribution.

TRICON Common Stock

The holders of TRICON Common Stock will be entittecbne vote for each share on all matters voteblyoshareholders, including the
election of directors. Except as provided with exggo any series of Preferred Stock authorize@@RMCON's Board of Directors, the
exclusive voting power with respect to all matteree voted on by shareholders shall be vestdukimolders of Common Stock. The
TRICON Articles do not provide for cumulative vagiin the election of directors. The holders of TRIE Common Stock will be entitled to
such dividends as may



declared from time to time by the TRICON Board frimds available therefor, and upon liquidation Wwé entitled to receive, pro rata, all
the net assets of TRICON available for distributiorsuch holders. All of the shares of TRICON Comn®tock distributed by PepsiCo will
be fully paid and nonassessable. The holders o£ETRI Common Stock will have no preemptive rightubscribe for or purchase any
securities of any kind or class of TRICON.

TRICON Preferred Stock

Under the TRICON Articles, the Company's Board a@kbtors is empowered, subject to limitations prigsxd by North Carolina law, to
amend the TRICON Articles to authorize the issuarfdereferred Stock. The Preferred Stock may b&ldd/into two or more series, with
such preferences, limitations and relative riglstthe Board may determine. However, no holder efdPred Stock shall be authorized or
entitled to receive upon an involuntary liquidatmiithe Company an amount in excess of $100 peesiféPreferred Stock.

Dividends

The payment and level of cash dividends, if anglated by TRICON after the Distribution will be gebt to the discretion of the TRICON
Board. Dividend decisions will be based on a nunafdactors, including TRICON's operating resultsldinancial requirements on a stand-
alone basis as well as loan agreement and legstems relating thereto.

Transfer Agent and Registrar

The Transfer Agent and Registrar for the TRICON @wn Stock will be BankBoston,N.A., P.O. Box 915%sBn, MA 02205-9155, ()

Listing and Trading of TRICON Common Stock

Prior to the date hereof, there has not been aapleshed trading market for TRICON Common Stockphcation is expected to be made to
list the TRICON Common Stock on the NYSE undergimbol "YUM." It is presently anticipated that th&ICON Common Stock will be
approved for listing on the NYSE prior to the Distition Date, and trading is expected to commemca bvhen-issued" basis prior to the
Record Date. The term "when issued" indicates ditional transaction in a security authorized fsuance but not as yet actually issued. All
"when issued" transactions are on an "if* basi®daettled if and when the actual security isddsand the NYSE directs that the transactions
are to be settled.

There can be no assurance as to the prices at WachRICON Common Stock will trade before, on fieathe Distribution Date. Until the
TRICON Common Stock is fully distributed and anemty trading market develops in the TRICON CommawocE, the price at which such
stock trades may fluctuate significantly and maydveer or higher than the respective price thatlddne expected for a fully distributed
issue. Prices for the TRICON Common Stock will le¢edmined in the marketplace and may be influetgechany factors, including (i) the
depth and liquidity of the market for TRICON Comm®tock, (ii) developments affecting TRICON's busegiii) investol



perception of TRICON, and (iv) general economic aratket conditions. As of , 1997, there were holders of PepsiCo
Capital Stock, which approximates the number ospeative record holders of TRICON Common Stock.

Shares of TRICON Common Stock distributed in thstiibution will be freely transferable, except fmcurities received by persons who |
be deemed to be affiliates of TRICON ("Affiliatesifider the Securities Act of 1933, as amended'@keurities Act"). Affiliates would
generally include individuals or entities that aohtare controlled by, or are under common contritth TRICON and will include certain
officers and Directors of TRICON. Persons who affiliAtes of TRICON will be permitted to sell theshares of TRICON Common Stock
only pursuant to an effective registration stateinueder the Securities Act or an exemption fromrgstration requirements of the
Securities Act.

NORTH CAROLINA LAW - SHARE ACQUISITIONS

North Carolina law includes two provisions relatbagchanges in control of a public company as alte$ share acquisitions. The firstis T
North Carolina Control Share Acquisition Act, whigguires an acquiror to obtain the favorable wite company's other shareholders be

it is allowed to vote shares acquired in excesedfain statutory percentages. As permitted byAtttethe TRICON Articles provide that this
Act shall not be applicable to TRICON. The secand@hie North Carolina Shareholder Protection Acticlvlestablishes minimum safeguards
for a company's public shareholders in the eveotranm entity first acquires more than 20% of tleektand then wishes to accomplish a
second-step combination of the two businesses. Safelguards relate to the minimum value to be fmaitie company's remaining
shareholders in any such business combinationepraton of board of directors representation fiar publicly-owned shares and of the
dividend rate; limitations on certain intercorperétansactions prior to the consummation of sudinass combination; and requirements as
to disclosure to remaining shareholders in conoectiith any such proposed business combinatioredsénthese minimum safeguards are
observed, any such business combination would redué affirmative vote of the holders of 95% a thoting shares of a corporation.

INDEMNIFICATION OF DIRECTORS

A provision of the TRICON Articles (the "Provisionprovides that to the full extent from time to &rpermitted by law, no Director shall be
personally liable in any action for monetary dansafye breach of any duty as a Director, whethehsation is brought by or in the right of
the Company or otherwise. Neither the amendmentep@al of the Provision, nor adoption of any psai of the TRICON Articles which is
inconsistent with the Provision, shall eliminateeduce the protection afforded by the Provisiothwéspect to any matter which occurred, or
any cause of action, suit or claim which, but foe Provision would have accrued or arisen, priauich amendment, repeal or adoption.

While the TRICON Articles provide Directors withgiection from awards for monetary damages for bresof their duty of care, they do
not eliminate such duty. Accordingly, the TRICONti&les will have no effect on the availability af@table



remedies such as an injunction or recission baseirector's breach of his or her duty of care.

The TRICON Articles provide that the Company shiallthe fullest extent from time to time permitteg law, indemnify its Directors and
officers against all liabilities and expenses iy anit or proceeding, whether civil, criminal, adstrative or investigative, and whether or
brought by or on behalf of the Company, includitigappeals therefrom, arising out of their statssach or their activities in any of the
foregoing capacities, unless the activities offieeson to be indemnified were at the time takernmwimor believed by him to be clearly in
conflict with the best interests of the Companye TTompany shall likewise and to the same extergnmify any person who, at the request
of the Company, is or was serving as a Directdicef, partner, trustee, employee or agent of asrdibreign or domestic corporation,
partnership, joint venture, trust or other entesgrior as a trustee or administrator under any@aplbenefit plan. The right to be indemnit
shall include, without limitation, the right of arctor or officer to be paid expenses in advarfabefinal disposition of any proceeding
upon receipt of an undertaking to repay such amoalass it shall ultimately be determined that hehe is entitled to be indemnified. A
person entitled to indemnification shall also balpaasonable costs, expenses and attorneys'ifedsd{ng expenses) in connection with the
enforcement of rights to the indemnification graht€he foregoing rights of indemnification shallt e exclusive of any other rights to wh
those seeking indemnification may be entitled arallsiot be limited by the provisions of the No@hrolina Business Corporation Act or &
successor statute. The Board of Directors maydakb action as it deems necessary or desirabkty cut the foregoing indemnification
provisions, including adopting procedures for deiaing and enforcing the rights guaranteed therahg,the Board of Directors is expressly
empowered to adopt, approve and amend from tinienosuch Bylaws, resolutions or contracts impletimgnsuch provisions or such furtr
indemnification arrangement as may be permittethtwy Neither the amendment or repeal of the foneg@mdemnification provisions, nor t
adoption of any provision of the TRICON Articleconsistent with the foregoing indemnification pigighs, shall eliminate or reduce any
rights to indemnification afforded by the foregoingemnification provisions to any person with resfto their status or any activities in tt
official capacities prior to such amendment, repealdoption.

1998 ANNUAL MEETING AND SHAREHOLDER PROPOSALS

TRICON:'s first annual shareholders meeting afterDistribution is expected to be held on May 1389f a shareholder wishes to have a
proposal considered at the 1998 meeting and indludéhe Proxy Statement for that meeting, the psapmust be received by TRICON in
writing on or before November 30, 1997.

AVAILABLE INFORMATION

When this Form 10 becomes effective, TRICON willdodbject to the reporting requirements of the SgearExchange Act of 1934, as
amended, and, in accordance therewith, will filgorés, proxy . Copies of the Form 10, including ¢éxdibits thereto, and the reports, proxy
statements and other information filed by TRICONha#he SEC can then be inspected and copied authiec reference facilities of the SE



450 Fifth Street N.W., Room 1024, Washington D.0549 and at the SEC's Regional Offices: 7 Worldi&r@enter, 13th floor, New York,
NY 10048 and 500 West Madison Street, Suite 140@;ago, IL 60661. Copies of such material can aiokd at prescribed rates from-
Public Reference Section of the SEC, 450 FifthedthéW, Room 1024, Washington D.C. 20549. Copieg atso be obtained from the SE!
Web Site (http://www.sec.gov). Following the ligfiof TRICON Common Stock on the NYSE, TRICON wid kequired to file with that
exchange copies of such reports, proxy statement®ther information which then can be inspectetti@bffices of such exchange at 20
Broad Street, New York, NY 10005.

MANAGEMENT'S DISCUSSION AND ANALYSIS

Management's Discussion and Analysis
For Fiscal Years Ended December 28 1996, Decenthelrd®5 and December 31, 1994

The following Management's Discussion and Analghisuld be read in conjunction with the audited Ciorath Financial Statements on pa
F-2 - F- 23 and the Cautionary Statements on pagéi2. The audited Combined Financial Statememtsded herein may not necessarily be
indicative of the results of operations, finan@askition and cash flows of TRICON in the futurehad it operated as a separate, independent
company during the periods presented. The auditedbthed Financial Statements included herein doeftdct any changes that may occur
in the financing and operations of TRICON as a ltesfithe Distribution.

Management's Discussion and Analysis for fiscatyeaded December 28, 1996, December 30, 1995 aceniber 31, 1994 is presented in
four sections. The first section analyzes the comatbiresults of operations and provides a perspeotivoperations outside of the United
States (pages 48-54). The second and third sechess TRICON's combined cash flows (pages 54 Yinancial condition (page 56),
respectively. The final section summarizes TRICQMN's of derivatives (pages 56-57).

Results of Operations
The table in Note 3 on page F-11 summarizes sanifiitems impacting comparability.

Revenues declined $18 million in 1996. Company-aiget restaurants revenues decreased $75 millib#omhe decrease was driven by
volume declines, partially due to a difficult comigan with the second quarter 1995 introductioStfffed Crust pizza in the U.S., and the
net unfavorable impact of fewer Company-operatdatbumhese declines were partially offset by higbfective net pricing and the
consolidation of California Pizza Kitchen at thelaf the second quarter of 1996 (see Note 16 or pd®). The $57 million or 13% incree
in franchise and license fees primarily reflectedvrfranchise and license units, including the cuaritig effects of restaurant refranchisings.
In 1996, same store sales for Company-operated ungiteased 6% at KFC U.S. due primarily to theantf new products such as Tender
Roast Chicken



Colonel's Crispy Strips and Chunky Chicken Pot Piggne store sales for Company-operated units aemilel% and 2% at Pizza Hut U.S.

and Taco Bell U.S., respectively, reflecting fewastomer transaction counts.

Revenues increased $685 million or 7% in 1995. fiftyethird week in 1994 (see Note 3 on page F-feduced the 1995 revenue growth rate
by approximately 2 points. Company-operated reatg#srrevenues grew $643 million or 7%. The growftected net additional Company-
operated units and higher effective net pricingtigbly offset by a decline in volume. Franchisalditense fees increased $42 million or 1

primarily driven by new franchise and license units
In 1995, same store sales for Company-operated ungiteased 4% and 7% at Pizza Hut U.S. and KFG t&§pectively, driven by new

product offerings. Same store sales for Companyabpeé units declined 4% at Taco Bell U.S. due teefecustomer transaction counts. Same
store sales growth has been adjusted to excludenfhect of the fifty-third week in 1994 (see Note page F-11).

Company-Operated Restaurant Margins and Profit

1996 199 5 1994
Revenues from company-
operated restaurants 100.0% 100. 0% 100.0%
Food and paper 33.0% 33. 1% 32.8%
Payroll and employee benefits 28.7% 28. 4% 28.8%
Occupancy and other operating
expenses 27.8% 27. 6% 27.4%
Margins 10.5% 10. 9% 11.0%
Profit $1,019 $1,07 4 $1,012

In 1996, Company-operated restaurant margins detlih points primarily reflecting the deleverageftect of reduced revenues due to
decreased customer transaction counts in Pizz&Ji8utand Taco Bell U.S. The margin decline was mated by the fact that higher effect
net pricing exceeded increases in the costs of l&od (led by cheese) and occupancy and othemtipg expenses. The increased labor
costs reflected increases in wage rates and bglsfitvell as increased staffing due to TRICON'sotnier service improvement initiatives.
Increased occupancy and other operating expensiesl@d higher refurbishment expenses at Pizza Hat U

Company-operated restaurant margins declined rit poll995. The deleveraging effect of reduced mexes at Taco Bell U.S. due to
decreased customer transaction counts coupledmweitbased occupancy and other operating expenses,substantially offset by reduced
food costs (led by beef), labor efficiencies raaglfrom reduced restaurant management staffinghégitter effective pricing.

General, administrative and other expenses (G&M)arises general and administrative expenses, otbeme and expense and equity
income or loss from investments in unconsolidaféiiades. The $75 million or 9% growth in G&A in9b6



reflected increased spending, led by multiple ihiatives to improve customer service and to upmternational growth. Customer
service initiatives included expanding the numbet &aining of personnel supervising the restaungartagers, as well as project spending
against market-related programs. These increagezhegs were offset by equity income in 1996 contpréosses in 1995, due in part to the
absence of CPK's losses as a result of its coradimitin 1996 (see Note 16 on page F-19). In 18¥A grew $42 million or 5% primarily
reflecting a $17 million charge in 1995 to movezZaiHut's headquarters from Wichita to Dallas, spentb support U.S. field operations and
international development. Included in G&A is alvehted amount reflecting TRICON's share of ovedheasts related to PepsiCo's shared
administrative expenses of $53 million, $52 milland $50 million in 1996, 1995 and 1994, respebtivEhe amounts allocated to TRICON
were based on the ratio of TRICON's revenues tsiReps revenues. They are not necessarily indieatithe expenses that TRICON would
have incurred for these services had it been aatpandependent company.

Net facility actions

(% in millions) 1996 1 995 1994
Pre- After- Pre- After- Pre- After-
Tax Tax Tax Tax Tax Tax

Refranchising gains $(139) $(86) $(93) $(55) $- $-

Store closure costs 40 25 38 26 10 6

SFAS 121 impairment charges 62 40 457 324 - -

Net (gains)/losses $(37) $(21) $402 $295 $10 $6

Net facility actions result from TRICON executirtg initiatives to refranchise units and close updgiorming units, and its impairme
evaluations for restaurants to be used in the basinnder SFAS 121. See Note 3 on page F-11.

Unusual disposal charges of $246 million ($189inmmllafter-tax) in 1996 were associated with thesien to dispose of TRICON's non-core
U.S. restaurant businesses. See Note 3 on page F-11

Reported operating profit increased $120 milliod@96. Ongoing operating profit, which was adjustedxclude the unusual disposal
charges in 1996 and the initial impact of adop®#eAS 121 in 1995 (see Note 3 on page F-11), demded@1 million or 13%. The decline
reflected the increased G&A expenses and reduaddgpfrom Company-operated restaurants, partiafiget by increased profits from
franchise and license fees.

Reported operating profit decreased $330 milliod985. Ongoing operating profit, which was adjudtedxclude the initial impact of
adopting SFAS 121 in 1995 (see Note 3 on page Fetéy $127 or 22%. The fifty-third week in 199é¢sNote 3 on page F-11) reduced the
ongoing operating profit growth rate by approxinhate points. The increase was due to net reframafpigains in 1995, compared to store
closure costs in 1994, higher profits from Comy-operated restaurants and incree



franchise and license fees. These improvements paetilly offset by increased G&A expenses.

Interest Expense, net

% Growth Rates

(% in millions) 1996 1995 1994 1996 1995
PepsiCo allocation $(275) $(316) $ (300) (13) 5
External debt (35) (52) (49) (33) 6
Interest expense (310) (368) (349) (16) 5
Interest income 10 13 8 (23) 63
Interest expense, net $(300) $(355) $ (341) (15) 4

TRICON's operations have been financed througbpesating cash flows, refranchising of restaurants investments by or advances from
PepsiCo. TRICON's interest expense includes aoatllan of PepsiCo's interest expense (PepsiCoghiesl average interest rate applied to
the average balance of investments by and advérmresPepsiCo to TRICON) and interest expense oextsrnal debt. TRICON's external
debt is primarily limited to capital lease obligats associated with real estate and, to a mucérlestent, assumed debt of acquired
businesses and international third- party debt.CIR\ is expected to have a capital structure diffefi@m the capital structure in the
Combined Financial Statements and accordinglyresteexpense is not necessarily indicative of tiberést expense that TRICON would h
incurred as a separate, independent company ol in future periods.

Interest expense, net declined 15% in 1996 primeeilecting a lower average balance of net investi:iby and advances from PepsiCo to
TRICON, coupled with PepsiCo having a lower weighé@erage interest rate. Interest expense, n&dh thcreased 4%, reflecting an
increase in PepsiCo's weighted average interastaatipled with a higher average balance of investsnby and advances from PepsiCo to
TRICON.

Income Taxes

* Adjusted to exclude the effects of the unusuapdsal charges in 1996 and the initial impact ojpgidg SFAS 121 in 1995 (See Note 3 on

page F-11).

($ in millions) 1996 1995 1994
Reported
Income Taxes $ 125 $ 29 $122
Effective Tax Rate 173.6% (28.2 %) 50.6%
Ongoing*
Income Taxes $ 182 $ 162 $122
Effective Tax Rate 57.2% 45.8 % 50.6%



The 1996, 1995 and 1994 reported effective taxsratre 173.6%, (28.2%) and 50.6%, respectively.féle@wing reconciles the U.S. Fede
statutory tax rate to TRICON's ongoing effectiveera

1996 1995 1994
U.S. Federal statutory tax rate ~ 35.0% 35.0% 35.0%
State income tax, net of Federal
tax benefit.................... 22% 2.1% 4.9%

Foreign and U.S. tax effects
attributable to foreign

operations 17.0% 7.1% 11.3%
Other, net 3.0% 1.6% (0.6)%
Ongoing effective tax rate 57.2% 45.8% 50.6%

The 1996 ongoing effective tax rate increased paidts to 57.2% while the 1995 ongoing effectiveiate declined 4.8 points to 45.8%. The
effective tax rate attributable to foreign operasizvaried from year-togear but in each year was higher than the U.&réddax statutory rati
This was primarily due to foreign tax rate diffetiafs, including foreign withholding tax paid withbbenefit of the related foreign tax credit
for U.S. income tax purposes, and losses of forefggrations for which no tax benefit could be cntiserecognized.

The increase in the 1996 ongoing effective tax ral@ed to an increase in tax effects attributdbl@reign operations, due in part to
adjustments related to prior tax years, and trebéshment of a valuation allowance as a resudt dfiange in judgment as to the realizability
of certain foreign deferred tax assets.

The decrease in the 1995 ongoing effective taxpateipally reflected a reduction in tax effecttriutable to foreign operations and redu
state income taxes.

Income tax expense was calculated as if TRICON fileparate income tax returns. As PepsiCo mantgesciposition on a consolidated
basis, which takes into account the results affalis businesses, TRICON's effective tax ratehimfuture could vary from its historical
effective tax rates. TRICON's future effective tate will largely depend on its structure and taategies as a separate, independent
company.



(Loss)/Income Before Cumulative Effect of Accougti@hanges

($ in millions) % Growth Rates
1996 1995 1994 1 996 1995

Reported $(53) $(132) 3$119 ( 60) NM

Ongoing* $136 $192 $119 ( 29) 61

NM - Not meaningful.

* Adjusted to exclude the unusual disposal chamgd®996 and the initial impact of adopting SFAS 121995 (see Note 3 on pagelF).

International Operations

% Growth Rates
(% in millions) 1996 1995 1994 1 996 1995
Revenues $2,308 $2,087 $1,794 11 16
Operating Profit*
Reported $ 144 $ (26) $ 79 NM NM
Ongoing** $ 144 $ 111 $ 79 30 41

NM - Not meaningful.
* Includes equity income/(loss) but excludes foreeixchange gains/(losses). ** Adjusted to exclimeinitial impact of adopting SFAS 121
in 1995 (see Note 3 on page F-11).

In 1996, TRICON's international business represkatout 20% of its revenues and its ongoing opegairofits. As currency exchange rates
change, translation of the income statements oCTI's international operations into U.S. dollareldmaffect year-over-year comparability
of operating results. Material translation effeats identified in Management's Analysis.

International Operations Review
1996 vs. 1995

Revenues increased $221 million driven by the fablarimpact of net additional Company-operatedsyhigher effective net pricing and
increased volumes.

Reported operating profit increased $170 milliong@ing operating profit increased $33 million reflag increased franchise and license
due to new unit activity, net additional Companyeied units, increased volumes and profits frotrfawlity actions compared to losses in
1995 (see below). These benefits were partiallyetfby increased administrative costs for systaitiatives and standardization of
operational processes to support gro\



Net Facility Actions

1996 1995
Refranchising gains $(5) $4)
Store closure costs (5) 12
Recurring SFAS 121
impairment charges 8 -
Net (gains)/losses $2) $8

1995 vs. 1994

Revenues increased $293 million or 16%. The fiffiyet week in 1994 (see Note 3 on page F-11) redttoed 995 revenue growth rate by
approximately 2 points. The revenue increase pilyneeflected additional Company- operated units.

Reported operating profit decreased $105 milliong@ng operating profit increased $32 million o4 1The fifty-third week in 1994 (see
Note 3 on page-11) reduced the ongoing operating profit growtk tay approximately 7 points. The increased ongoipeyating profit
reflected additional Company-operated units, ineeeldranchise and license fees primarily from mst onits and a net favorable currency
translation impact. These gains were partiallyaiffsy increased administrative expenses and $&milif net facility losses in 1995. A
reduction in volume was substantially offset byh@gprices, which exceeded increased costs.

Combined Cash Flows

Cash flow from operations, refranchising of restauts and investments by or advances from Pepsi@afiranced TRICON's capital
investments and acquisitions. Under PepsiCo's al&dd cash management system, PepsiCo depo3iRI@ON's bank accounts sufficient
cash to meet TRICON's daily obligations and withF@xcess funds from those accounts. These tréamssietre included in investments by
and advances from PepsiCo in the Combined BalaheetS

The debt levels reflected in the audited Combiniedificial Statements are not indicative of the dimlatls of TRICON as a separate,
independent entity. As an independent company, TRI@xpects to obtain initial debt funding of approately $x billion. TRICON expects
to use $x billion of the debt proceeds to setthtade amounts due to PepsiCo from TRICON and tdade@nd pay a dividend to PepsiCo just
prior to the Distribution.

Combined cash flow activity in 1996 reflected célstwvs from operating activities of $713 million wdti, coupled with cash inflows from
refranchising of restaurants of $355 million, fuddmpital spending of $620 million and reduced stweents by and advances from PepsiCo
by $285 million and third-party debt by $137 miilio

Net cash provided by operating activities decre&sd million or 12% to $713 million in 1996. Theatease was due to reduced incc
before noncash charges and credits of $76 milli@hlawer working capital cash inflows of $24 mitic



The decline in working capital cash inflows wasymarily due to an unfavorable swing in income tapagable partially offset by faster
growth in accounts payable and other current ligdsl and a favorable swing in inventories. Theng®in accounts payable and other current
liabilities was primarily due to timing of payments

Net cash provided by operating activities in 1986lthed $81 million or 9% versus 1994 to $813 roiili The decline primarily reflecte

lower working capital cash inflows in 1995 of $1hdlion partially offset by increased income befor@encash charges and credits of $32
million. The decline in working capital cash inflewas primarily due to a slower rate of growthdéeaunts payable and other current
liabilities in 1995 partially offset by a favorabdaving in income taxes payable. The change in adsqayable and other current liabilities
primarily reflected timing of payments and a rediivel of purchases.

Net cash used for investing activities decrease@$8illion or 58% to $249 million in 1996 and $6@ifllion or 53% to $597 million in 199!
The 1996 decline was principally due to increasedgeds from refranchising of restaurants, couplighl reduced capital spending and the
absence of acquisitions. The 1995 decline was pilymdue to reduced capital spending and acquisi#j@roceeds from 1995 refranchisings
and reduced loans to unconsolidated affiliateschviare classified in other, net.

The decreased capital spending of $81 million iB6L&nd $337 million in 1995 primarily reflectedlave down of new unit development by
TRICON as part of its initiative to reduce its pamtage ownership of total system units. Capitahdpey outside of the U.S. represented 26%
of total capital spending in 1996 and 1995 and 32%994.

Net cash used for financing activities almost dedbh 1996 to $422 million primarily reflecting dglayments in 1996 compared to proce

in 1995 and a greater decline in investments byaavéinces from PepsiCo. Net cash used for finaragtigities of $218 million in 1995
compared to a cash inflow of $388 million in 19%4is change was primarily due to a swing in invesita by and advances from Pepsi



Free cash flow is the key internal measure usedatuate cash flow performance.

(% in millions) 1996 1995 199 4
Net cash provided by
operating activities $713 $813 $ 89 4
Investing activities
Capital spending (620) (701) (1,03 8)
Refranchising of
restaurants 355 165 -
Sales of property,
plant & equipment 45 43 2 1
Other, net (29) (38) (13 4)
$464 $282 $ (25 7)

In 1996, free cash flow increased $182 million 6#6to $464 million. The increase reflected the kighroceeds from refranchising of
restaurants and lower capital spending, partidfiyed by reduced cash flow from operating actigtign 1995, the favorable free cash flow
swing of $539 million was due primarily to lowerital spending, 1995 refranchising of restaurantsthe reduced loans to unconsolidated
affiliates, which are classified in other, net. $aeash inflows were partially offset by reduceshcfow from operating activities.

Combined Financial Condition

Assets at year-end 1996 decreased $388 millio%©to5$6.5 billion. The decline reflected the impaftthe unusual disposal charges of $246
million (see Note 3 on page F-11). The increageré@paid expenses, deferred income taxes and athent assets principally reflected a
reclassification of the reduced carrying amounti¢iwhieflects estimated fair market value) of thefoore U.S. restaurant assets which are
held for disposal and a related increase in cudefdrred income tax assets.

TRICON's negative operating working capital positisvhich reflects the cash sales nature of TRIC@MN&rations, effectively provides
additional capital for investment. Operating workirapital, which excludes short-term investments strortterm borrowings, was a negati
$445 million and negative $831 million at year-&#96 and 1995, respectively. The $386 million dasesin negative working capital in
1996 primarily reflected the reclassification of thon-core U.S. restaurant assets held for disposdher current assets and the increase in
current deferred income taxes.

Derivative Instruments

TRICON's policy prohibits the use of derivativetimsnents for trading purposes and TRICON has pnaaedin place to monitor and control
their use.

TRICON's use of derivative instruments is curretithited to commaodity futures contracts traded ational exchanges, which are entered
into with the objective of reducing food costs. Wsuch hedging activity has historically been tedi hedging activity could increase in the
future if TRICON believes it would result in lowgstal



costs. Open contracts and deferred gains and lasgesr-end 1996 and 1995, as well as gains asgdarecognized as part of cost of sales in
1996, 1995 and 1994, were not significant.

Management's Discussion and Analysis
For the Twelve Weeks Ended March 22, 1997 and M28;H1.996

The following Management's Discussion and Analgbisuld be read in conjunction with the unauditedidamsed Combined Financial
Statements on pages F-24 - F-28 and the Cauti@tatgments on pages 60-61.

Results of Operations

Revenues decreased $36 million or 2% in 1997. Campaerated restaurants revenue decreased $48muolli2%. The decrease was driven
by fewer Company-operated units as a result of TR initiatives to refranchise units and closearpérforming units. This decrease was
partially offset by an increase in the non-coréa@sant businesses, primarily as a result of tmsalidation of CPK at the end of the second
quarter of 1996. Combined same store sales wera faator in the total sales decline as custonagstiction count declines, primarily due to
a difficult comparison with the first quarter 19®@@roduction of Triple Decker Pizza, were offsetligher effective net pricing. The $12
million or 12% increase in franchise and licenssfeeflected new franchise and license units, diotyithe continuing effects of
refranchising.

Same store sales for Company-operated units iredet¥ at Taco Bell reflecting the very successfat 8/ars promotion, mix shifts into
higher- priced products such as Border Select Cenabd Fajita Wraps and higher pricing taken in 1&@6. Same store sales for Company-
operated units at KFC also increased 4% due téatharable impact of core products. Same store $ataSompany-operated units at Pizza
Hut decreased 8% reflecting fewer customer traiwacbunts.

Company-Operated Restaurant Margins and Profit

12 Weeks Ended

3/22/97 3/23/9 6
Revenues from company -
operated restaurants 100.0% 100.0 %
Food and paper 32.2% 32.9 %
Payroll and employee benefits 29.8% 29.2 %
Occupancy and other operating
expenses 27.0% 27.8 %
Margins 11.0% 10.1 %
Profit $234 $219

Company-operated restaurant margins increasedn&pwimarily due to higher effective pricing exctng increased labor costs, partially
offset by the deleveraging effect of reduced tratisa counts. Labor costs increased du



national customer service improvement initiatived ancreased wage rates and benefits.

General, administrative and other expenses (G&AWgE3 million or 2%. G&A comprises general and adistrative expenses, other income
and expense and equity income or loss from investisria unconsolidated affiliates. Included in G&Aan allocated amount reflecting
TRICON's share of overhead costs related to Pefssgbared administrative expenses of $12 millicgch &0 million in 1997 and 1996,
respectively. The amounts allocated to TRICON vizrged on the ratio of TRICON's revenues to Pepsi@oenues. They are not necess
indicative of the expenses that TRICON would haaaiired had it been a separate, independent company

Net facility actions

12 Weeks Ended

(% in millions) 3/22/97 3/2
Pre- After- Pre-
Tax Tax Tax

Refranchising gains $(16) $(10) $(46)
4 3 -

Store closure costs
SFAS 121 impairment charges - -
Net gains $(12) $(7) $(46

3/96
After-
Tax

$(28)

$(28)

Unusual disposal charges of $26 million ($17 millefter-tax) in 1996 reflected the decision to disgpof the operating assets of HNN.

Reported operating profit increased $16 milliorld#6. Ongoing operating profit, which was adjusteéxclude the unusual disposal charge
in 1996 related to the decision to dispose of {herating assets of HNN, decreased $10 million or BB& decline reflected reduced gains
from net facility actions partially offset by in@ged profits from Company- operated restaurantdrandhise and license fees.

Interest Expense, net

12 Weeks Ended

(% in millions) 3/22/97 3/23/96 C
PepsiCo allocation $(60) $(67)
External debt (8) 9)
Interest expense $(68) $(76)
Interest income 2 2
Interest expense, net $(66) $(74)

%
hange

(10)
(11)
(11)

(1)

TRICON's operations have been financed througbpésating cash flows, refranchising of restaurant$ investments by or advances from
PepsiCo. TRICON's interest expense includes anatiin of PepsiCo's interest expense (PepsiCoghtexl average interest rate applied to

the average balance of investments by



advances from PepsiCo to TRICON) and interest esgoen its external debt. TRICON's external deptiimarily limited to capital lease
obligations associated with real estate and, taehniesser extent, assumed debt of acquired bssisasd international third-party debt.
TRICON is expected to have a capital structuresdiiit from the capital structure in the Condensachiined Financial Statements and
accordingly, the interest expense is not necegsadicative of the interest expense that TRICONiuldchave incurred as a separate,
independent company or will incur in future periokiderest expense, net declined 11% in 1997 riéfiga lower average balance of net
investments by and advances from PepsiCo to TRICON.

Income Taxes

The 1997 reported effective tax rate of 45.8% iaseel 1.4 points and 1.9 points from the 1996 redahd ongoing effective tax rates of
44.4% and 43.9%, respectively. The 1996 ongoingctiffe tax rate was adjusted to exclude the effethie unusual disposal charge relate
the decision to dispose of the operating assettfNM. The 1.9 point increase primarily reflectedighter foreign effective rate and other
individually immaterial items.

Income tax expense was calculated as if TRICONM fileparate income tax returns. As PepsiCo mantegyisciposition on a consolidated
basis, which takes into account the results affalis businesses, TRICON's effective tax ratehimfuture could vary from its historical
effective tax rates. TRICON's future effective tate will largely depend on its structure and taategies as a separate, independent
company.

Net Income
12 Weeks Ended
%
(% in millions) 3/22/97 3/23/96 C hange
Reported $52 $40 30
Ongoing* $52 $57 9)

* Adjusted to exclude the effect of the unusuapdial charge in 1996 related to the decision tpagdie of the operating assets of HNN.

International Operations

12 Weeks Ended
%

(% in millions) 3/22/97 3/23/96 C hange
Revenues $514  $497 3
Operating profit* $43 $34 26

* Includes equity income/(loss) but excludes foreixchange gains/ (losses).



Revenues increased $17 million in 1997 driven lghéar effective net pricing, additional Company-@ted units and increased franchise and
license fees primarily due to net new unit activiales growth was hampered by the effect of cs®decounting period in 1997 (to facilitate
the quarterly closing process) for Canada and Korea

Operating profit increased $9 million reflectingieased franchise and license fees and additiasrap@ny-operated units. The positive
impact of higher effective net pricing was offsgttigher store operating costs, led by labor, asdds from net facility actions compared to
profits last year.

Net Facility Ac tions
12 Weeks En ded
(% in millions) 3/22/97 3/ 23/96
Refranchising gains $ - $(2)
Store closure costs 1 2)
Net losses/(gains) $1 $(4)

Combined Cash Flows

Cash flow from operations, refranchising of restauts and investments by or advances from Pepsi@afiranced TRICON's capital
investments and acquisitions. Under PepsiCo'sa&dd cash management system, PepsiCo depo3iBI@ON's bank accounts sufficient
cash to meet TRICON's daily obligations and witld@&xcess funds from those accounts. These tramssetre included in investments by
and advances from PepsiCo in the Condensed ComBiledce Sheet.

The debt levels prior to the Distribution are naticative of the debt levels of TRICON as a segafiadependent company. As an
independent company, TRICON expects to obtainaindebt funding of approximately $ x billion. TRIGCexpects to use $x billion of the
debt proceeds to settle certain amounts due ta®@efr®m TRICON and to declare and pay a dividem&e&psiCo just prior to the
Distribution.

Combined cash flow activity in 1997 primarily refted a $117 million decrease in investments byaahdnces from PepsiCo and capital
spending of $62 million partially offset by casHidnws from debt proceeds, refranchising of restats@and operating activities of $60 millic
$40 million, and $27 million, respectively.

Net cash provided by operating activities incregg2t million to $27 million in 1997. The increasasprimarily due to reduced workil
capital cash outflows of $29 million. A favorableiag in income taxes payable was patrtially offsgfdster growth in prepaid expenses,
deferred income taxes and other current asselsctiefy a 1997 premium deposit for U.S. casualspiance. A comparable premium deposit
was not made in 1996 because TRICON was largefyirsmired.

Net cash provided by investing activities of $10liom in 1997 compares to cash outflows of $13 imillin 1996. A favorable swing in oth
net, which primarily reflected net proceeds fromrstierm investments compared to investments mad®96, reduced capital spending and
increased proceeds from sales of property |



and equipment were partially offset by reduced peds from refranchising of restaurants.

Net cash used for financing activities increasetl ®lion to $57 million in 1997. This reflecteddecrease in investments by and adval
from PepsiCo, partially offset by debt proceed$987.

Free cash flow is the key internal measure usedatuate cash flow performance.

(% in millions) 1997 1 996
Net cash provided by
operating activities $ 27 $ 6
Investing activities
Capital spending (62) (89)
Refranchising of restaurants 40 101
Sales of property, plant

and equipment 15 4
Other, net 17 (29)

$ 37 $ @)

The $44 million favorable swing in free cash flovinparily reflected the swing in other, net descdlabove, reduced capital spending,
increased cash from operating activities and ireedgroceeds from sales of property, plant ancbergrnt. These cash inflows were partially
offset by reduced proceeds from refranchising sfaerants.

Combined Financial Condition

TRICON's negative operating working capital posifishich reflects the cash sales nature of TRIC@&Eturant operations, effectively
provides additional capital for investment. Operativorking capital, which excludes short-term irtu@snts and shoterm borrowings, was
negative $338 million and $445 million for 1997 &l@b6, respectively. Increased prepaid expensésrdd income taxes and other current
assets was primarily due to the premium deposit)f&. casualty insurance, partially offset by lowecounts payable and other current
liabilities in 1997.

Cautionary Statements

From time to time, in both written reports and @t@tements, PepsiCo and TRICON may discuss exjmaegarding its future
performance. These "forward-looking statements'based on currently available competitive, finahared economic data and TRICON's
operating plans. They are also inherently uncedahinvestors must recognize that events coutddut to be significantly different than
what was expected. In addition, as discussed indgament's Discussion and Analysis:

- The impairment charge recorded to reduce thesinvent in the non-core U.S. restaurant businessestimated fair market value assumed
certain sales prices, based primarily on the opinibinvestment bankers retained to assist TRICOMé selling activity, less estimated costs
to sell. The assumed prices could vary signifigafitm the final sales price



- TRICON has never operated as a separate, indepeadtity and as a result, future performancelvglimpacted significantly by actions of
a newl-formed management team and the implementatiors striategic objective:



GLOSSARY

CONCEPTS - TRICON's restaurant concepts, incluttiegfranchise business and company-operated rastawf KFC, Pizza Hut and Taco
Bell and the U.S. non-core restaurant brands ogheCalifornia Pizza Kitchen, D'Angelo Sandwicho$h, East Side Mario's and Hot'n
Now.

CONTINUING FRANCHISE AND LICENSE FEES - Fees paid to
franchisor/licensor by franchisee/licensee basexh#ppercentage of the franchisee/licensee's sales.
CORE RESTAURANT BUSINESSES - TRICON's worldwide KA&@zza Hut and Taco Bell businesses.

EFFECTIVE NET PRICING - The change in sales or afieg profit due to price increases/decreases lanéffect of product and country
mix. It is not generally practicable to separategchanges from the effect of mix.

EQUITY INCOME/(LOSS) - TRICON's share of earningdasses from its unconsolidated affiliates.
INITIAL FRANCHISE/LICENSE FEE - One time fee paid franchisor/licensor by franchisee/licensee uppening of the unit.

LICENSING - Similar to a franchise arrangement gtdbat the contractual period is shorter, righisreot as broad, it may not require an
initial fee and the continuing fees are at a highgée. Licensing is used for non-traditional poiotslistribution, e.g., airports, schools, gas and
convenience stores hotels and stadiums. In gediesaising arrangements do not require paymentroéiketing fee to the national market
fund.

NET FACILITY ACTIONS - The net gain/(loss) from refranchising gainsrestdosure costs and SFAS 121 impairment charges fo
restaurants to be used in the businesses.

NET REFRANCHISING GAINS/(LOSSES- Gains/losses from refranchisings net of storsuile costs.

NON-CORE RESTAURANT BUSINESSESGalifornia Pizza Kitchen, Chevys, D'Angelo Sandw&hops, East Side Mario's and Hot'n
concepts in the U.S. which were or are expectduttsold prior to the Distribution Date.

POINTS OF DISTRIBUTION - Traditional restaurant iia@s, including dine-in, delivery and take-oand non-traditional sites such as
airports, gas and convenience stores and schools.

REFRANCHISING GAINS - Gains arising from the safecGmmpany-operated restaurants to franchisees.
RESTAURANTS, UNITS, STORES - Terms are interchaibiga

SAME STORE SALES - The average sales per storelledén using Company-operated stores that havedyaanfor the past twelve
months.

STORE CLOSURE COSTS - The cost of writing-down ¢herying amount of a Comparoperated restaurant's assets to estimated fairet
value less costs of disposal, and the net presdné wf any remaining operating lease payments #ifteestimated closure dates net of
estimated sub-lease income.

SYSTEM-WIDE SALES - The combined sales of compapgrated, joint ventured, franchised and licensets.un

VOLUME - Measured by the ye-ovel-year change in customer transaction counts of Cag-operated units
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Report of Independent Auditors

Board of Directors and Shareholders
TRICON Global Restaurants, Inc.

We have audited the accompanying combined baldrest 8f TRICON Global Restaurants, Inc. ("TRICOS)of December 28, 1996 and
December 30, 1995 and the related combined stateroBaperations, cash flows and shareholder'syépi each of the years in the three-
year period ended December 28, 1996. These combimettial statements are the responsibility of CTRN's management. O
responsibility is to express an opinion on thesalmoed financial statements based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statemerfenred to above present fairly, in all materiapects, the financial position of TRICON as
of December 28, 1996 and December 30, 1995, anab#hdts of its operations and its cash flows feheof the years in the three-year period
ended December 28, 1996, in conformity with gemgdcepted accounting principles.

As discussed in Note 3 to the combined financikeshents, TRICON in 1995 adopted the provisiontdefFinancial Accounting Standards
Board's Statement of Financial Accounting Standalals121, "Accounting for the Impairment of Longvked Assets and for Long-Lived
Assets to Be Disposed Of." As discussed in Noteartll13 to the combined financial statements, TRI@®©1994 changed its method for
calculating the market-related value of pensiom plssets used in the determination of pension eepand adopted the provisions of the
Financial Accounting Standards Board's StatemeRir@ncial Accounting Standards No. 112, "EmployAczounting for Postemployment
Benefits," respectively.

KPMG Peat Marwick LLP
New York, New York
June 30, 1997
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Combined Statement of Operations

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembé936,

and December 31, 1994

1996 1995 1994
(52 Weeks) (52 Weeks) (53 Weeks)
REVENUES
Company-operated restaurants $9,738 $9,813 $9,170
Franchise and license fees 494 437 395
10,232 10,250 9,565

Costs and Expenses, net
Company-operated restaurants

Food and paper 3,215 3,242 3,009
Payroll and employee benefits 2,793 2,784 2,642
Occupancy and other operating

expenses 2,711 2,713 2,507

8,719 8,739 8,158

General, administrative and

other expenses 932 857 815
Net facility actions (37) 402 10
Unusual disposal charges 246 - -
Total costs and expenses 9,860 9,998 8,983
Operating Profit 372 252 582
Interest expense, net 300 355 341

Income/(Loss) Before Income Taxes and
Cumulative Effect of Accounting
Changes 72 (103) 241

Income Taxes 125 29 122

(Loss)/Income Before Cumulative Effect

of Accounting Changes (53) (132) 119
Cumulative Effect of Accounting Changes

Postemployment benefits (net of income

tax benefit of $3) - - (4)

Pension assets (net of income tax

expense of $2) - - 3
Net(Loss)/Income $ (53) $ (132) $ 118

See accompanying Notes to Combined Financial Stattm
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Combined Statement of Cash Flows (page 1 of 2)

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembé936,

and December 31, 1994

1996
(52 Weeks)

1995

1994

(52 Weeks) (53 Weeks)

Cash Flows - Operating Activities
(Loss)/income before cumulative effect
of accounting changes $ (53)
Adjustments to reconcile (loss)/income
before cumulative effect of
accounting changes to net cash
provided by operating activities
Depreciation and amortization 621
Impairment charges 62
Noncash portion of unusual
disposal charges 235
Deferred income taxes (150)
Other noncash charges and
credits, net (15)
Changes in operating working capital,
excluding effects of acquisitions
Accounts and notes receivable (16)
Inventories 27
Prepaid expenses, deferred income
taxes and other current assets )
Accounts payable and other
current liabilities 85
Income taxes payable (81)
Net change in operating
working capital 13
Net Cash Provided by Operating
Activities 713

Cash Flows - Investing Activities
Capital spending (620)
Acquisitions and investments

in unconsolidated affiliates -

Refranchising of restaurants 355
Sales of property, plant

and equipment 45
Other, net (29)

Net Cash Used for Investing

Activities (249)

$ (132)

671
457
(233)
13
(12)
(22)
10

25
36

37

813

(701)

(66)
165

43
(38)

(597)

$ 119

622

(68)
71
5)
12)
(30)

228
(31

150

894

(1,038)

(113)
21

(134)

(1,264)

(Continued on following page)
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Combined Statement of Cash Flows (page 2 of 2)

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembé936,

and December 31, 1994

1996
(52 Weeks)

1995 1994
(52 Weeks) (53 Weeks)

Cash Flows - Financing Activities
(Decrease)/increase in investments by

and advances from PepsiCo (285) (226) 453
Payments of long-term debt (57) (17) (71)
Short-term borrowings-three months or
less, net (80) 25 6
Net Cash (Used for)/Provided by
Financing Activities (422) (218) 388
Effect of Exchange Rate Changes on
Cash and Cash Equivalents 1 2) 1
Net Increase/(Decrease) in Cash
and Cash Equivalents 43 4) 19
Cash and Cash Equivalents
- Beginning of Year 94 98 79
Cash and Cash Equivalents
- End of Year $ 137 $ 94 $ 98
Supplemental Cash Flow Information
Cash Flow Data
Interest paid $ 34 48 55
Income taxes paid $ 325 253 266
Schedule of Noncash Investing and
Financing Activity
Liabilities assumed in connection
with acquisitions $ 26 17 112
PepsiCo stock issued in connection
with acquisitions $ - - 25

See accompanying Notes to Combined Financial Staitsn



Combined Balance Sheet

(in millions)

TRICON Global Restaurants, Inc.

December 28, 1996 and December 30, 1995

1996 1995
ASSETS
Current Assets
Cash and cash equivalents $ 137 $ 94
Short-term investments, at cost 50 11
187 105
Accounts and notes receivable, less allowance
$9 in 1996 and $6 in 1995 125 121
Inventories 88 127
Prepaid expenses, deferred income taxes and
other current assets 562 161
Total Current Assets 962 514
Property, Plant and Equipment, net 4,050 4,448
Intangible Assets, net 1,100 1,386
Investments in Unconsolidated Affiliates 228 382
Other Assets 180 178
Total Assets $6,520  $6,908
LIABILITIES AND SHAREHOLDER'S EQUITY
Current Liabilities
Accounts payable and other current
liabilities $1,200 $1,099
Income taxes payable 157 235
Short-term borrowings 59 144
Total Current Liabilities 1,416 1,478
Long-term Debt 231 260
Other Liabilities 434 325
Deferred Income Taxes 200 270
Shareholder's Equity
Investments by and advances from PepsiCo 4,266 4,604
Currency translation adjustment (27) (29)
Total Shareholder's Equity 4,239 4,575
Total Liabilities and
Shareholder's Equity $6,520  $6,908

See accompanying Notes to Combined Financial Stattm



Combined Statement of Shareholder's Equity

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembé936,

and December 31, 1994

Investments
by and ad- Cur
vances from Tra

PepsiCo  Adj
Shareholder's Equity,
December 25, 1993 $4,366 $
1994 Net income 118

Currency translation adjustment -
Net investments by and advances

from PepsiCo 478
Shareholder's Equity,

December 31, 1994 $4,962 $
1995 Net loss (132)
Currency translation adjustment - (
Net investments by and advances

from PepsiCo (226)
Shareholder's Equity,

December 30, 1995 $4,604  $(
1996 Net loss (53)

Currency translation adjustment -
Net investments by and advances

from PepsiCo (285)
Shareholder's Equity,
December 28, 1996 $4,266  $(

See accompanying Notes to Combined Financial Staitsn
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28
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Notes to Combined Financial Statements
(tabular dollars in millions)

Note 1 - PepsiCo, Inc.'s Proposed Spin-Off of itsdgtaurant Businesses

In 1997, the Board of Directors of PepsiCo, In@gfsiCo") approved the spin-off of its core restatibusinesses to its shareholders as an
independent, publicly-traded company (the "Distiidmi’). The Distribution is subject to a tax rulibg the Internal Revenue Service that
would allow it to be tax-free to shareholders saobfe U.S. Federal income taxes, various regulaapprovals, appropriate stock market
conditions and approval of a definitive plan by §i6o's Board of Directors. TRICON Global Restawsatric. ("TRICON"), the new
company, is composed of the worldwide operatiorBipfa Hut, Taco Bell and KFC and the U.S. non-cestaurant businesses held for
disposal (see Note 3 on page F-11). Immediatelgiahg the Distribution, PepsiCo will no longer leaa financial investment in TRICON.
However, TRICON shares will be owned by PepsiCelsspon trust on behalf of PepsiCo's employees.i€epgill remain liable on certain
existing contingent liabilities relating to TRICGNbusinesses which were not able to be releagetineged or replaced prior to the
Distribution Date ("unreleased contingent liabégf). After the Distribution, TRICON will pay a fée PepsiCo for any unreleased contingent
liabilities until they are released or replacedabyualified letter of credit. TRICON will also fylindemnify PepsiCo for any payments made
under the unreleased contingent liabilities.

TRICON expects to obtain initial debt funding arsksubstantially all of the proceeds to settleagei@mounts due to PepsiCo from TRICON
and to declare and pay a dividend to PepsiCo jist fo the Distribution. In addition, TRICON anepsiCo will enter into several
agreements providing for the separation of the anigs and governing various relationships betwdRICDN and PepsiCo, including a
Separation Agreement, Tax Separation Agreement]@&m@p Programs Agreement and Telecommunicatiorfey&e and Computing
Services Agreement.

The Combined Financial Statements included hergip not necessarily be indicative of the resultepdrations, financial position and cash
flows of TRICON in the future or had it operatedsaseparate, independent company during the pepiedented. The Combined Financial
Statements included herein do not reflect any césutigat may occur in the financing and operatidrisRICON as a result of the

Distribution.

Note 2 - Summary of Significant Accounting Policies

The preparation of the Combined Financial Statementonformity with generally accepted accountimigiciples requires management to
make estimates and assumptions that affect repanedints of assets and liabilities and disclos@imotingent assets and liabilities at the
date of the financial statements and the reponteoluats of revenues and expenses during the regqréiriod. Actual results could differ frc
those estimates.

Basis of Combination and Preparation. The accompgryombined Financial Statements of TRICON incltiieresults of operations and
assets and liabilities directly related to TRICOberations. TRICON's intercompany accounts antséetions have been eliminated.
Investments in unconsolidated affiliates in whidRITON exercises significant
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influence but not control are accounted for byehaity method and TRICON's share of the net incomless of its unconsolidated affiliates
is included in general, administrative and othgramses in the Combined Statement of Operations.

TRICON was allocated $53 million, $52 million an80bmillion of overhead costs related to PepsiCoésed administrative functions in
1996, 1995 and 1994, respectively. The allocatias based on TRICON's revenue as a percent of Reépsdtal revenue and the allocated
costs are included in general, administrative ahdroexpenses in the Combined Statement of Opagtidanagement believes that such
allocation methodology is reasonable. The expeakesated to TRICON for these services are not seadly indicative of the expenses that
would have been incurred if TRICON had been a sgpaindependent entity and had otherwise mandmpse: functions. Subsequent to the
Distribution, TRICON will be required to manage skedunctions and will be responsible for the expsressociated with the management
public corporation.

TRICON's operations have been financed througbp&sating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes aoatiin of PepsiCo's interest expense (PepsiCoghtexl average interest rate applied to
the average balance of investments by and advérmresPepsiCo to TRICON) and interest expense oextsrnal debt. TRICON's external
debt is primarily limited to capital lease obligats associated with real estate and, to a mucérlestent, assumed debt of acquired
businesses and international third-party debt. TRIGs expected to have a capital structure diffefemm the capital structure in the
Combined Financial Statements and accordinglyresteexpense is not necessarily indicative of titerést expense that TRICON would h
incurred as a separate, independent company.

Income tax expense was calculated as if TRICON fileparate income tax returns. As PepsiCo mantgesciposition on a consolidated
basis, which takes into account the results affalis businesses, TRICON's effective tax ratehimfuture could vary from its historical
effective tax rates. TRICON's future effective take will largely depend on its structure and ta@tegies as a separate, independent
company.

Fiscal Year. TRICON's fiscal year ends on the &surday in December and, as a result, a fiftydthieek is added every five or six years.
The fiscal year ending December 31, 1994 consst&d weeks.

Direct Marketing Costs. Direct marketing costsagorted in occupancy and other operating expangbe Combined Statement of
Operations and include costs of advertising andratiarketing activities. Direct marketing costs elnarged to expense ratably in relation to
revenues over the year in which incurred. Adverggxpenses were $571 million, $570 million and&bbllion in 1996, 1995 and 1994,
respectively.

Research and Development Expenses. Research agldgleent expenses, which are expensed as incwesd,$20 million, $17 million an
$22 million in 1996, 1995 and 1994, respectively.

Stock-Based Employee Compensation. TRICON meastwek-based employee compensation cost in accoedaitic APB Opinion No. 25,
"Accounting for Stock Issued to Employees," andélated interpretations. Accordingly, compensatiost for PepsiCo stock option grants
TRICON employees is measured as the excess olibted market price of PepsiCo's capital stockagttant date over the amount the
employee must pay for the stock. PepsiCo's posidg grant stock options at fair market value atdhte of grant.
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Derivative Instruments. Gains and losses on futooedracts that are designated and are effectiedges of future commodity purchases
deferred and included in the cost of the relatedmaaterials when purchased. Changes in the valfiguries contracts that TRICON uses to
hedge commaodity purchases are highly correlatédet@hanges in the value of the purchased commadflitye degree of correlation between
the futures contracts and the purchase contrages twaliminish such that the two were no longersatered highly correlated, subsequent
changes in the value of the futures contracts wbaldecognized in income.

Cash Equivalents. Cash equivalents represent tiemagsorarily invested (with original maturities retceeding three months) as part of
managing day-to-day operating cash receipts armidiements.

Inventories. Inventories are valued at the lowerast (computed on the first-in, first-out methodhet realizable value.

Property, Plant and Equipment. Property, plantemdpment (PP&E) are stated at cost, except forlPf&t have been impaired, for which
the carrying amount is reduced to estimated faiketasalue. Depreciation is calculated on a straligle basis over the estimated useful lives
of the assets. Depreciation expense was $521 mii655 million, and $519 million in 1996, 1995 &t@P4, respectively.

Intangible Assets. Intangible assets are amortired straight-line basis over appropriate perigdsgerally ranging from 10 to 40 years.
Amortization expense was $95 million, $109 milliand $103 million in 1996, 1995 and 1994, respebtive

Recoverability of Long-Lived Assets to be Held asgkd in the Business. TRICON reviews its long-liesdets related to each restaurant to
be held and used in the business semi-annualiynfeairment, or whenever events or changes in cistantes indicate that the carrying
amount of a restaurant may not be recoverable. DRI@valuates restaurants using a "two-year histbpperating losses" as its primary
indicator of potential impairment. An impaired @stant is written down to its estimated fair mankatie based on the best information
available. TRICON generally measures estimatednfiairket value by discounting estimated future dbsits. Considerable management
judgment is necessary to estimate discounted futash flows. Accordingly, actual results could vsaignificantly from such estimate
TRICON's methodology for determining and measuingairment of its investments in unconsolidatediatés and enterprise-level
goodwill was changed in 1996 to conform with thettmelology it uses for its restaurants except (@)#&tognition test for an investment in
unconsolidated affiliate compares the investmeiat fiorecast of TRICON's share of the unconsolidafétiate’'s undiscounted cash flows
including interest and taxes, compared to undistmlioash flows before interest and taxes usedceftaurants and (b) enterprise-level
goodwill is evaluated at a country level insteatbpindividual restaurant. The change in methodplogd no impact in 1996.

Pre-opening Costs. Costs associated with openirgyvarestaurant are expensed as incurred.

Refranchising Gains. Refranchising gains includegan sales of Company-operated restaurants tcanevexisting franchisees and the
related initial franchise fees. Gains on restauraftanchisings are recognized when the sale tcdiogecloses, the franchisee has a minimum
amount of the purchase price in at-risk equity aR4CON is satisfied that the franchisee can mesdiriancial obligations. Otherwise,
refranchising gains are deferred until those ddateave been met.

Store Closure Costs. Store closure costs are reztyjwhen a decision is made to close a restawisimnin the next twelve months.
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Store closure costs include the cost of writing-ddine carrying amount of a restaurant's assetstim&ted fair market value less costs of
disposal, and the net present value of any ren@inirerating lease payments after the expectedrelaate net of estimated sub-lease
income.

Franchise and License Fees. Franchise and licgmeeraents are executed for each point of distdbuind provide the terms of the
arrangement between TRICON and the franchiseedle®nThe franchise and certain license agreementsre the franchiseel/licensee to pay
an initial, non-refundable fee. The agreements @qaire continuing fees based upon a percentagales.

Initial fees are recognized as revenue when TRI®@dIsubstantially performed all initial serviceguieed by the franchising/licensing
agreement, which is generally upon opening. Coiriinéees are recognized as earned with an appteggiavision for estimated
uncollectible amounts. Renewal fees are recogriizedrnings when a renewal agreement becomesigéect

Territorial franchise agreements stipulate the amaenber of restaurants and the time frame for ld@veent in exchange for a territorial
franchise fee. These fees are amortized on a ktri#ig basis over the life of the territory agresm

Direct costs incurred to secure and perform thaired services under the franchise and licensesaggats, which are not material, are
charged to expense as incurred.

Note 3 - Items Affecting Comparability of Income Béore Cumulative Effect of Accounting Changes

1996 1 995 1994
Pre- After- Pre- After- Pre- After-
Tax Tax Tax Tax Tax Tax
Disposal of non-core U.S.
restaurant businesses $246 $189
Net facility actions $(37) $(21) $402 $295 $10 $ 6
Reduced depreciation and
amortization $(40) $(26) $(17) $(12)
Fifty-third week - - - - $(23) $(14)

The non-core U.S. restaurant businesses charge4éfillion was a result of a fourth quarter 19@gidion to dispose of TRICON's
remaining non-core U.S. restaurant businessesfo@i@i Pizza Kitchen ("CPK"), Chevys, D'Angelo Samnch Shops ("D'Angelo"), and East
Side Mario's ("ESM") and a first quarter 1996 dexido dispose of the operating assets of HNN. diferge represented a reduction of the
carrying amounts of the non-core U.S. restaurasinasses to estimated fair market value, less tostll. The estimated fair market value
was determined by using estimated selling pricaset primarily upon the opinion of an investmemtiirag firm retained to assist in the
selling activity. The remaining carrying amountioé non-core U.S. restaurant assets of $333 millias included in prepaid expenses,
deferred income taxes and other current asselteit396 Combined Balance Sheet. The non-core Bsgurant businesses contributed $394
million, $297 million and $281 million to revenues1996, 1995 and 1994, respectively. Excludinguhesual disposal charges in 1996 and
the $120 million initial impact of adopting Statemef
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Financial Accounting Standard No. 121 ("SFAS 121Axcounting for the Impairment of Long-Lived Asseind for Longd-ived Assets to B
Disposed Of" in 1995, the non-core U.S. restaupasinesses incurred losses of $15 million ($12ionilafter-tax), $45 million ($37 million
after-tax) and $42 million ($35 million after-tax) 1996, 1995 and 1994, respectively.

Net facility actions reflected TRICON's initiativés reduce its percentage ownership of total systeits by selling Compal-operated
restaurants to new and existing franchisees argihgjainderperforming stores, and impairment changeler SFAS 121:

1996 1995 1994

u.s.
Refranchising gains $(134) $(89) $ -
Store closure costs 45 26 10
SFAS 121 impairment charges 54 320 -
(Gains)/losses from

net facility actions $(35) $257 $ 10
International
Refranchising gains $G5) $@
Store closure costs (5) 12
SFAS 121 impairment charges 8 137
(Gains)/losses from

net facility actions $ (2) $145
Worldwide
Refranchising gains $(139) $(93) $ -
Store closure costs 40 38 10
SFAS 121 impairment charges 62 457 -
(Gains)/losses from

net facility actions $(37) $402 $10

TRICON early adopted SFAS 121 as of the beginnithefourth quarter of 1995. The initial, noncastarge of $457 million ($324 million
after-tax), $120 million ($82 million after-tax) efhich related to U.S. non-core restaurant busesgsesulted from TRICON evaluating and
measuring impairment of restaurants to be useldarbtisiness at the individual restaurant leveliBusly, impairment was evaluated and
measured if a restaurant concept was incurringabiperlosses and was expected to incur operatsggein the future. Because of the strong
operating profit history or prospects for each @gicno impairment evaluation had been requireldiv.

As a result of the reduced carrying amount of restiats due to the adoption of SFAS 121, depreciatitd amortization expense was reduced
by $40 million for the first three quarters of 1986d by $17 million for the fourth quarter of 1995.

The recurring SFAS 121 impairment charge in 19%6lted from the semi-annual impairment evaluatiminsach restaurant to be used in the
business that either initially met the "two-yeastbry of operating losses" impairment indicatomas previously evaluated for impairment
and, due to changes in circumstances, a currestdst of future cash flows would be expected tsifpaificantly lower than the forecast used
in the prior evaluation.

The fifty-third week in 1994 increased 1994 revenaed operating profit by an estimated $172 milao $23 million, respectively.
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Note 4 - Franchise and License Fees

Franchise and certain license arrangements for ORI€ traditional and non- traditional points oftdisution, respectively, provide for initial
fees. The agreements also require continuing fassdupon a percentage of sales. Initial frandbise from refranchising activities arise
from an initiative adopted by TRICON in late 19®4réduce its percentage ownership of total systeits by selling Company-operated units
to new and existing franchisees. As disclosed iteNPoon page F-10, initial franchise fees fromréfeanchising activities are included as part
of refranchising gains.

1996 1995 1 994
Initial fees $43 $28 % 18

Initial franchise fees from
refranchising activities  (22) (8) -

21 20 18
Continuing fees 473 417 377
$494  $437 % 395
Note 5 - Property, Plant and Equipment, net
1996 199 5
Land $ 933 $ 99 0
Buildings and improvements 3,394 345 2
Capital leases, primarily
buildings 206 30 9
Machinery and equipment 2,319 2,37 0
6,852 7,12 1
Accumulated depreciation (2,802) (2,67 3)
$4,050 $4,44 8
Note 6 - Intangible Assets, net
1996 1 995
Reacquired franchise rights $ 767 $8 17
Trademarks and other
identifiable intangibles 190 2 14
Goodwill 143 3 55
$1,100 $1,3 86

Identifiable intangible assets primarily arose frima allocation of purchase prices of businessgsisal. Amounts assigned to such
identifiable intangibles were based on independeptaisals or internal estimates. Goodwill represtre residual purchase price after
allocation to all identifiable net assets.

Accumulated amortization, included in the amoumisve, was $603 million and $521 million at year-48986 and 1995, respectively.
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Note 7 - Accounts Payable and Other Current Liabiliies

199 6 1995
Accounts payable $ 52 6 $ 516
Accrued compensation and benefits 26 1 243
Other accrued taxes 12 1 94
Other current liabilities 29 2 246
$1,20 0 $1,099
Note 8 - Short-term Borrowings and Long-term Debt
1996 1995
Short-term Borrowings
Current maturities of long-term
debt issuances $ 26 $ 27
Other, due 1997 33 117
$59 $144
Long-term Debt
Capital lease obligations
(see Note 9) $222 $246
Other, due 1997-2010 (8.2% and 8.1%) 35 41
257 287
Less current maturities of long-term
debt issuances (26) (27)
$231 $260

Note 9 - Leases

TRICON has noncancellable commitments under bagpitaleand long-term operating leases, primarily@mmpany-operated restaurants.
Capital and operating lease commitments expir@atus dates through 2087 and, in many cases,qedor rent escalations and renewal
options. Most leases require payment of relatedueey costs, which include property taxes, maiate® and insurance.

Future minimum commitments and sublease receivabilder noncancelable leases are set forth below:

Commitments Sub
Capital Operating Direc
Financ
1997 $39 $ 258 $3
1998 37 225 3
1999 34 194 2
2000 32 168 2
2001 30 150 2
Later years 231 930 17
$403 $1,925 $29

lease Receivables
t Operating
ing
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At year-end 1996, the present value of minimum paytsiunder capital leases was $222 million, afeiudting $181 million representing
imputed interest.

The details of rental expense and income are st i@low:

1996 1995 1994
Rental expense
Minimum $299 $309  $303
Contingent 25 27 32
$324 $336  $335
Minimum rental income $16 $8 $12

Contingent rentals are based on sales in excdesai$ stipulated in the lease agreements.
Note 10- Financial Instruments

Derivative Instruments

TRICON's policy prohibits the use of derivativetisnents for trading purposes and TRICON has pnaeedin place to monitor and control
their use.

TRICON's use of derivative instruments is curretithited to commaodity futures contracts traded ational exchanges, which are entered
into with the objective of reducing food costs. @pentracts and deferred gains and losses at yebt296 and 1995, as well as gains and
losses recognized as part of cost of sales in 108#, and 1994 were not significant.

Fair Value

Except for guarantees issued by TRICON, the cagrgmounts of TRICON's financial instruments appmated market value. The fair value
of guarantees issued by TRICON was $13 million986.and $1 million in 1995 compared to a carryingant of $0 for both years. The fair
values were estimated using market quotes andlatitms based on market rates.

Note 11 - Pension Plans

U.S. employees participate in PepsiCo sponsoredamtributory defined benefit pension plans whicherssubstantially all full-time salaried
employees, as well as certain hourly employeesefisrgenerally are based on years of service antpensation or stated amounts for each
year of service. All plans but one are funded amtributions are made in amounts not less thanmrmim statutory funding requirements 1
more than the maximum amount that can be deduotdd.&. income tax purposes.

It is intended that TRICON will assume the existidefined benefit pension plan obligations for TRICOU.S. employees as of the
Distribution Date and trust assets from the funpledis will be transferred based upon actuarialrdet&tions in accordance with regulatory
requirements.

Net periodic U.S. pension expense allocated to TQvas $10 million in 1996, $5 million in 1995 a## million in 1994. Such expen

was based on the provisions of Statement of FiedAdcounting Standards No. 87, "Employers' Accoughfor Pensions".
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Net periodic pension expense for the defined bepefision plans for TRICON's foreign operations waissignificant. TRICON will assunr
the foreign defined benefit pension plan obligatias of the Distribution Date. Any related asselisbe transferred.

In 1994, PepsiCo changed the method for calculdbiagnarket-related value of plan assets usedterm@ing the return-on-assets
component of net periodic pension cost and the tatima net unrecognized gain or loss subject toréimadion. This change resulted in a
noncash benefit in 1994 for TRICON of $5 milliorB(fhillion after-tax) representing the cumulativéeef of the change related to TRICON
for years prior to 1994.

Note 12 - Postretirement Benefits Other Than Pensis

TRICON provides postretirement health care ben#ditigible retired employees and their dependegntacipally in the U.S. Salaried
retirees who have 10 years of service and attarbagare eligible to participate in the postretieatrbenefit plans. The plans are not funded
and since 1994 have included retiree cost shaagtretirement benefit expense was $3 million 861 %2 million in 1995 and $3 million in
1994.

Note 13 - Postemployment Benefits Other Than to Rietes

Effective the beginning of 1994, TRICON adoptedt&teent of Financial Accounting Standards No. 1BFAS 112"), "Employers'
Accounting for Postemployment Benefits." The pnratieffect to TRICON resulted from accruing distépimedical benefits to be providec
employees upon the occurrence of an event. Prdyidhsse benefits were expensed when incurred cihmulative effect charge upon
adoption of SFAS 112, which relates to years podt994, was $7 million ($4 million after-tax).

Note 14 - Employee Stock Option Plans

TRICON employees were granted stock options undpsiZo's three long- term incentive plans - thee@Pawer Stock Option Plan
("SharePower"), the Long-Term Incentive Plan ("LTIRnd the Stock Option Incentive Plan ("SOIP'fioPto 1997, SharePower options
were granted annually to essentially all full-tieraployees. SharePower options generally becomeisabte ratably over 5 years from the
grant date and must be exercised within 10 years the grant date. Most LTIP options were grantetyeother year to senior management
employees. Most of these options become exercisditdled years and must be exercised within 10syfram the grant date. In addition, the
LTIP allows for grants of performance share uiiBSU"s). The value of a PSU is fixed at the valtia share of PepsiCo stock at the grant
date and vests in 4 years from the grant datejrgeTit upon the attainment of prescribed perforraaymals. Payment of PSUs are made in
cash and/or stock. Amounts expensed for PSUs f6CDR employees were $.9 million in 1996, $.6 miflim 1995 and $1.8 million in 19¢
SOIP options are for middleranagement employees and, prior to 1997, wereeggantnually. SOIP options are exercisable afteryeae an
must be exercised within 10 years after their gdaté. The total number of options granted to TRIG®nployees under the PepsiCo stock
option plans was 13.4 million in 1996, 7.2 million1995 and 14.1 million in 1994.

Immediately following the Distribution, nonvestetlg8ePower stock options and 1996 and 1997 optiantgunder LTIP and SOIP held by
TRICON employees will be replaced with TRICON stagkion awards. The TRICON
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awards will have the same ratio of the exerciseegppier option to the market value per share, threessggregate difference between market
value and exercise price and the same vestinggomg, option periods and other terms and conditamthe PepsiCo options they replace.
Vested SharePower options and options granted widerand SOIP before 1996 held by TRICON employeiissemain as PepsiCo stock
options. The number of options and exercise prigkde adjusted to compensate for the market valiERICON shares distributed to
PepsiCo shareholders. At December 28, 1996, there approximately 38 million PepsiCo stock optibekl by TRICON employees. That
amount includes an aggregate of approximately 16omioptions that are subject to replacement WiRICON stock option awards. TRICC
cannot currently determine the number of sharéts @ommon stock that will be subject to substitteards after the Distribution.

TRICON adopted the disclosure provisions of StatgméFinancial Accounting Standards No. 123 (SA&S), "Accounting for Stock-
Based Compensation," but continues to measure-s@eid compensation cost in accordance with AcamyRrinciples Board Opinion No.
25 and its related interpretations. If TRICON haglasured compensation cost for the PepsiCo stoadnspgranted to its employees in 1996
and 1995 under the fair value based method presthly SFAS 123, the net loss would have been cllaiagde pro forma amounts set forth
below:

1996 1995
Net Loss
Reported $53 $132
Pro forma $70 $136

The fair value of PepsiCo stock options grantedR6CON employees used to compute pro forma netirecdisclosures were estimated on
the date of grant using the Black-Scholes optiaoipy model based on the following weighted averaggumptions used by PepsiCo:

1996 1995

Risk free interest rate 6.0% 6.2%
Expected life 6 years 5 years
Expected volatility 20% 20%
Expected dividend yield 1.5% 1.75%

The weighted-average fair value of PepsiCo stotlonp granted to TRICON employees during 1996 waa8®&and during 1995 was $5.54.
The pro forma amounts above are not necessaritgseptative of the effects of stock-based awardsitome pro forma net income because
(1future grants of employee stock options by TRNC@anagement may not be comparable to awards roasfagloyees while TRICON w
a part of PepsiCo,

(2) the assumptions used to compute the fair vallaay stock option awards will be specific to TRIS and therefore may not be
comparable to the PepsiCo assumptions used anlleiBexclude the pro forma compensation expenagekto unvested stock options
granted before 1995.
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Note 15 - Income Taxes

The details of the provision for income taxes arome before cumulative effect of accounting charmgesset forth below:

1996 1995 1994

Current: Federal $154  $179 $134
Foreign 93 59 31
State 28 24 25

275 262 190

Deferred: Federal (127) (168) (50)
Foreign (5) (55) @)

State (18) (10) (11)

(150) (233) (68)

$125 $29 $122

U.S. and foreign income before income taxes andutatime effect of accounting changes are set foetflow:

1996 1995 1994
uU.s. $(21) $ 72 $285
Foreign 93 (175) (44)

$72 $(103) $241

A reconciliation of income taxes calculated atth&. Federal tax statutory rate to TRICON's prawrisior income taxes is set forth below:

1996 1995 1994
Income taxes computed at the U.S.
Federal statutory rate of 35% $25 $(36) $84
State income tax, net of Federal
tax benefit............ceo... 7 7 12

Foreign and U.S. tax effects
attributable to foreign
operations 49 26 27
Adjustment to the beginning-of-
the-year foreign deferred tax

assets valuation allowance 5 1) -
Effect of unusual disposal charges 28 - -
Initial impact of adopting SFAS 121 - 28 -
Nondeductible amortization of

U.S. goodwill 9 11 4
Federal tax credits 2 (3 (14)
Equity (income)/loss of CPK 1 8 7
Other, net 3 (6) 2
Total income taxes $125 $29 $122
Effective income tax rate 173.6% (28.2) % 50.6%
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The details of the 1996 and 1995 deferred taxliteds (assets) are set forth below:

1996 1 995

Intangible assets and property,
plant and equipment $222 % 392
Other 43 3
Gross deferred tax liabilities $265 $ 395
Net operating loss carryforwards $(111) $ (89)
Employee benefits (56) (46)
Casualty claims (69) (47)
Various liabilities and other (132) ( 134)
Gross deferred tax assets (368) ( 316)
Deferred tax assets valuation
allowance 138 82
Net deferred tax assets (230) ( 234)
Net deferred tax liability $3 $ 161
Included in
Prepaid expenses, deferred income
taxes and other current assets $(165) $( 109)
Deferred income taxes 200 270

$3 $ 161

The valuation allowance related to deferred taetsssicreased by $56 million in 1996 primarily daeadditions related to current year
operating losses and temporary differences in abenrof foreign and state jurisdictions.

The determination of the unrecognized deferreditdnlity for temporary differences related to irgments in foreign subsidiaries and fore
corporate joint ventures that are essentially paenain duration is not practicable.

Net operating loss carryforwards totaling $374 imrillat yea-end 1996 are available to reduce future tax da@esubsidiaries and are related
to a number of foreign and state jurisdictionsti@se carryforwards, $4 million expire in 1997, @3illion expire at various times between
1998 and 2010 and $54 million may be carried fodiadefinitely.

Note 16 - Business Segments

TRICON is engaged principally in developing, opirgt franchising and licensing the worldwide Pithat, Taco Bell and KFC concepts.
TRICON also operates other non-core U.S. conceqptliding CPK, Chevys, D'Angelo, ESM and HNN, whighkre held for disposal at the
end of 1996 (see Note 3).

Pizza Hut, Taco Bell and KFC operate throughoutdt®. and in 83, 16 and 73 countries and terrisonigtside the U.S, respectively. Princ
international markets include Australia, CanadpadaKorea, Mexico, New Zealand, Spain and the Bi§ear-end 1996, TRICON has
investments in several unconsolidated affiliatetside the U.S. which operate KFC and Pizza Huargants, the most significant of which
are located in Japan and the U.K.
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TRICON year-end investments in unconsolidatediafék totaled $228 million in 1996 and $382 milliarl995. The decrease in 1996
reflected the consolidation of CPK, previously atansolidated equity investment, at the end oftwond quarter of 1996. CPK was
consolidated as a result of PepsiCo obtaining ritgjoontrol of CPK's Board of Directors at the esfdhe second quarter of 1996.

GEOGRAPHIC AREAS

Revenue S
1996 1995 1994
International $2,308 $2,087 $1,794
United States 7,924 8,163 7,771
$10,232 $10,250 $9,565
Operating Profi t/(Loss)
1996(a) 1995( a) 1994
International 126 (26) 66
United States 286 354 578
Equity income/(loss) and
foreign exchange 13 (24) (12)
Allocation of PepsiCo shared
corporate expenses (53) (52) (50)
$ 372 $ 252 $ 582
Identifiable A ssets
1996 1995 1994
International $1,726 $1,643 $1,780
United States 4,566 4,883 5,211
Investments in Unconsolidated
Affiliates 228 382 396
$6,520 $6,908 $7,387
Depreciation and Amortization
1996 1995 1994
International $ 149 $ 152 $ 116
United States 472 519 506
$ 621 $ 671 $ 622
Capital Spe nding
1996 1995 1994
International $ 161 $ 184 $ 335
United States 466 530 714
$ 627 $ 714 $1,049

() The unusual disposal charge in 1996 of $24BerJnited States and the initial impact of adap®FAS 121 in 1995 of $457 (United
States

- $305, International - $135 and equity incomeK)osl7) reduced combined operating profit (seeeNbodn page F-11).
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Note 17 - Related Party Transactions

TRICON purchases beverage products from the Pegisi-Company and equipment, food and paper fromiegsood Systems (PFS), both
operating divisions of PepsiCo. The amounts pumthas 1996, 1995 and 1994 were $2.5 billion, $2llibh and $2.6 billion, respectively. |
May 1997, TRICON entered into a five-year Sales Risdribution Agreement with PFS to purchase théonitg of its food and supplies for
Company-operated stores, subject to PFS maintagg@rigin quality and service performance levelse $hles and Distribution Agreement
becomes effective upon the closing of the saledpsio of the assets and business of PFS to Ammeei&®od Distribution, Inc.
("AmeriServe"), pursuant to a definitive agreemesaited as of May 23, 1997.

KFC, Pizza Hut and Taco Bell are each expectedter énto a multi- year agreement with Pepsi-Celgarding the sale of Pepsi-Cola's
brands of beverage products to TRICON's U.S. Cogvomerated units.

PepsiCo will remain liable on certain existing dngent liabilities relating to TRICON's businessd@sch were not able to be released,
terminated or replaced prior to the Distributiont®@'unreleased contingent liabilities"). After theéstribution, TRICON will pay a fee to
PepsiCo for any unreleased contingent liabilitiel they are released or replaced by a qualifegtet of credit. TRICON will also fully
indemnify PepsiCo for any payments made under tineleased contingent liabilities.

In contemplation of the Distribution, TRICON andpB&Co will enter into certain agreements providiogthe separation of the companies.
See Note 1 on page F-8.

Note 18 - Contingencies

TRICON is subject to various claims and contingescklated to lawsuits, taxes, environmental ahdranatters arising out of the normal
course of business. Management believes that timeaté liability, if any, in excess of amounts aldg recognized arising from such claims
contingencies is not likely to have a material adeesffect on TRICON's annual results of operatmminancial condition. TRICON was
directly or indirectly contingently liable under @anantees for $150 million and $77 million at yeadd996 and 1995, respectively. At year-
end 1996, $74 million represented contingent liaed to lessors as a result of TRICON assigniagniterest in and obligations under real
estate leases as a condition to the refranchisi@mpany-operated restaurants. The $74 millionesgnted the present value of the
minimum payments of the assigned leases, excluatiygenewal option periods, discounted at Pepsi@e'dax cost of debt. PepsiCo's pre-
tax cost of debt is not necessarily indicative BITON's pre-tax cost of debt as a separate, indkpg#rcompany. On a nominal basis, the
contingent liability resulting from the assigneddes was $115 million. The balance of the contihlignilities primarily reflected guarantees
to support financial arrangements of certain unchidated affiliates and other restaurant franctssee
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Note 19 - Selected Quarterly Financial Data

(unaudited)
First Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,171 2,090
Franchise and license fees $ 102 90
Operating profit related to:
Company-operated restaurants $ 219 189
Franchise and license fees $ 99 88
Unusual disposal charges(b) $ 26 -
Operating profit $ 146 113
Net income $ 40 42
Second Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,271 2,329
Franchise and license fees $ 111 101
Operating profit related to:
Company-operated restaurants $ 268 257
Franchise and license fees $ 108 98
Operating profit $ 182 146
Net income $ 112 62
Third Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,329 2,383
Franchise and license fees $ 119 106
Operating profit related to:
Company-operated restaurants $ 259 295
Franchise and license fees $ 113 103
Operating profit $ 196 207
Net income $ 77 87
Fourth Quarter
(16 Weeks)
1 996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,967 3,011
Franchise and license fees $ 162 140
Operating profit related to:
Company-operated restaurants $ 273 333
Franchise and license fees $ 158 136
Unusual disposal charges(b) $ 220 -
Operating profit $ (152) (214)
Net loss $ (282) (323)
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(unaudited)

Full Year
(52 Weeks)
1996(a) 1995(a)

Revenues:
Company-operated restaurants $ 9,738 9,813
Franchise and license fees $ 494 437
Operating profit related to:
Company-operated restaurants $ 1,019 1,074
Franchise and license fees $ 478 425
Unusual disposal charges(b) $ 246 -
Operating profit $ 372 252
Net loss $ (53) (132)
(unaudited)

Notes:

(a) Operating profit included certain items affagtcomparability as summarized below. Net faciityions represent the net gains/(losses)
from sales of restaurants to new and existing friesees, closing other restaurants and SFAS 121liimeat charges for restaurants to be t
in the business. The SFAS 121 impairment chargegesent the ongoing application of SFAS 121 in 1886 the initial impact of adopting it
in 1995 (see Note 3). The depreciation and amaitizaieduction for the first three quarters of 1286se from the adoption of SFAS 121 at
the beginning of the fourth quarter of 1995, whietluced the carrying amount of certain restaurtant® held and used in the business.

1996 1995
Pre-  After- P re- After-
Tax Tax T ax Tax
Net facility actions
(gains/(losses))
First quarter $ 46 $28 $ 3 $ 2
Second quarter 20 13 - -
Third quarter 25 15 3) 2)
Fourth quarter (54) 35 ( 402) (295)
Full year $37 $21  ¥( 402) $(295)

Depreciation and amorti-
zation reduction

First quarter $13 $9
Second quarter 16 11
Third quarter 11 6
Full year $40 $26

(b)Included unusual disposal charges in 1996 (s#e B) as follows:

Pre- After-
Tax Tax
First quarter $ 26 $17
Fourth quarter 220 172
Full year $246 $189
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Condensed Combined Statement of Operations

(in millions, unaudited)

TRICON Global Restaurants, Inc.

Twelve weeks ended March 22, 1997 and March 236 199

1997 1996
REVENUES
Company-operated restaurants $2,123 $2,171
Franchise and license fees 114 102
2,237 2,273
Costs and Expenses, net
Company-operated restaurants
Food and paper 684 714
Payroll and employee benefits 633 634
Occupancy and other operating
expenses 572 604
1,889 1,952
General, administrative and other
expenses 198 195
Net facility actions (12) (46)
Unusual disposal charges - 26
Total costs and expenses 2,075 2,127
Operating Profit 162 146
Interest expense, net 66 74
Income Before Income Taxes 96 72
Income Taxes 44 32
Net Income $ 52 $ 40

See accompanying Notes to Condensed Combined Fah&tatements.
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Condensed Combined Statement of Cash Flows (paf@)1
(in millions, unaudited)

TRICON Global Restaurants, Inc.
Twelve Weeks ended March 22, 1997 and March 236 199

1997

1996
Cash Flows - Operating Activities
Net income $ 52 $ 40
Adjustments to reconcile net income
to net cash provided by operating
activities
Depreciation and amortization 125 144
Unusual disposal charges - 26
Deferred income taxes (26) (26)
Other noncash charges and
credits, net 3) (28)
Changes in operating working capital,
excluding effects of acquisitions
Accounts and notes receivable ) (17)
Inventories 1 12
Prepaid expenses, deferred income
taxes and other current assets (88) (31)
Accounts payable and other
current liabilities (86) (92)
Income taxes payable 54 (22)
Net change in operating
working capital (121) (150)
Net Cash Provided by Operating
Activities 27 6
Cash Flows - Investing Activities
Capital spending (62) (89)
Refranchising of restaurants 40 101
Sales of property, plant
and equipment 15 4
Other, net 17 (29)
Net Cash Provided by (Used for)
Investing Activities 10 (13)

(Continued on following page)
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Condensed Combined Statement of Cash Flows (pag®®2)
(in millions, unaudited)

TRICON Global Restaurants, Inc.

Twelve Weeks ended March 22, 1997 and March 236199

1997 1996

Cash Flows - Financing Activities
Short-term borrowings-three months

or less, net $ 36 $(40)
Proceeds from long-term debt 24 40
Decrease in investments by and

advances from PepsiCo (117) (6)
Net Cash Used for Financing

Activities (57) (6)
Effect of Exchange Rate Changes on

Cash and Cash Equivalents - 2)
Net Decrease in Cash

and Cash Equivalents (20) (15)
Cash and Cash Equivalents

- Beginning of Year 137 94
Cash and Cash Equivalents

- End of Quarter $117 $79
Supplemental Cash Flow Information

Cash Flow Data

Interest paid $ 6 $ 8

Income taxes paid $ 16 $ 80

See accompanying Notes to Condensed Combined Fah&tatements.
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Condensed Combined Balance Sheet
(in millions, unaudited)

TRICON Global Restaurants, Inc.

March 22, 1997 and December 28, 1996

3 [22/97 12/28/96
ASSETS
Current Assets
Cash and cash equivalents $ 117 $ 137
Short-term investments, at cost 22 50
139 187
Accounts and notes receivable, less allowance:
$11in 1997 and $9 in 1996 126 125
Inventories 87 88
Prepaid expenses, deferred income taxes and
other current assets 650 562
Total Current Assets 1,002 962
Property, Plant and Equipment, net 3,955 4,050
Intangible Assets, net 1,068 1,100
Investments in Unconsolidated Affiliates 222 228
Other Assets 166 180
Total Assets $6,413  $6,520

LIABILITIES AND SHAREHOLDER'S EQUITY
Current Liabilities
Accounts payable and other current

liabilities $1,108  $1,200
Income taxes payable 210 157
Short-term borrowings 93 59
Total Current Liabilities 1,411 1,416
Long-term Debt 222 231
Other Liabilities 436 434
Deferred Income Taxes 174 200

Shareholder's Equity

Investments by and advances from PepsiCo 4,201 4,266
Currency translation adjustment (31) 27)
Total Shareholder's Equity 4,170 4,239
Total Liabilities and
Shareholder's Equity $6,413  $6,520

See accompanying Notes to Condensed Combined Fah&tatements.

F-27



Twelve Weeks ending March 22, 1997 and March 29619otes to Unaudited Condensed Combined FinaStéé&ments

1. The Condensed Combined Balance sheet at MarctP®Z and the Condensed Combined Statements a&tiipes and Cash Flows for the
12 weeks ended March 22, 1997 and March 23, 1996 hat been audited, but have been prepared irouitf with the accounting
principles applied in the TRICON audited combinedificial statements for the year ended Decembet@38. In the opinion of
management, this information includes all mata@justments, which are of a normal and recurrirtgneanecessary for a fair presentation.
The results for the 12 weeks are not necessadigative of the results expected for the year.

2. The non-core U.S. restaurant businesses hettiposal contributed $103 million and $67 millimrevenues in 1997 and 1996,
respectively. Excluding the unusual disposal chard996, operating results for the non-core UeStaurant businesses were $5 million of
operating profit in 1997 compared to a $6 milliosd in 1996. About half of the profit improvemerasadue to cessation of depreciation and
amortization expense in 1997 because these busmass held for sale.

3. On February 19, 1997 TRICON sold ESM, one ohds-core U.S. restaurant businesses, for $10amilli cash proceeds, which
approximated its carrying amount.

4. TRICON purchases beverage products from theif&xa Company and equipment, food and paper frepsCo Food Systems (PFS),
both operating divisions of PepsiCo. The amountshmsed in 1997 and 1996 were $477 million and $Billibn, respectively.

F-28



Pro Forma Condensed Combined Statement of Opesgation
(in millions except per share amounts, unaudited)
TRICON Global Restaurants, Inc.

Fiscal year ended December 28, 1996

Pro Forma Pro Forma

1996 Adjustments 1996
REVENUES
Company-operated restaurants $9,738 $(391)(a) $9,347
Franchise and license fees 494 3)(a) 491
10,232 (394)(a) 9,838

Costs and Expenses, net
Company-operated restaurants

Food and paper 3,215 (123)(a) 3,092
Payroll and employee benefits 2,793 (130)(a) 2,663
Occupancy and other operating
expenses 2,711 (112)(a) 2,599
8,719 (365) 8,354
General, administrative and
other expenses 932 (39)(a) 893
Net facility actions 37) - (37)
Unusual disposal charges 246 (246)(a) -
Total costs and expenses 9,860 (650)(a) 9,210
Operating Profit 372 256 (a) 628
Interest expense, net 300 (5) 295
Income Before Income Taxes 72 261 333
Income Taxes 125 61 186
Net (Loss)/Income $ (53) $ 200 $ 147
Net Loss Per Share $ - $x.xx $ x.xx
Average shares outstanding - XXX XXX

See accompanying Notes to Pro Forma Condensed @edthbinancial Statements.
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Pro Forma Condensed Combined Statement of Opesgation
(in millions except per share amounts, unaudited)

TRICON Global Restaurants, Inc.
Twelve Weeks ended March 22, 1997

Pro Forma Pro Forma

1997 Adjustments 1997
REVENUES
Company-operated restaurants $2,123 $(102)(a) $2,021
Franchise and license fees 114 D(a) 113
2,237 (103)(a) 2,134

Costs and Expenses, net
Company-operated restaurants

Food and paper 684 (B1)(a) 653
Payroll and employee benefits 633 (37)(a) 596
Occupancy and other operating

expenses 572 (22)(a) 550

1,889 (90)(a) 1,799

General, administrative and other

expenses 198 (8)(a) 190
Net facility actions (12) - (12)
Total costs and expenses 2,075 98)(a) 1,977
Operating Profit 162 (5)(a) 157
Interest expense, net 66 Q) 65
Income Before Income Taxes 96 4) 92
Income Taxes 44 Q) 43
Net Income $ 52 $ (3) $ 49
Net Income Per Share $ - $ x.xx $ x.xx
Average shares outstanding - X, XXX X, XXX

See accompanying Notes to Pro Forma Condensed @ethBinancial Statements.
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Pro Forma Condensed Combined Balance Sheet
(in millions except per share amount, unaudited)
TRICON Global Restaurants, Inc.

March 22, 1997

Pro Forma Pro Forma

1997 Adjustments 1997
ASSETS
Current Assets
Cash and cash equivalents $ 117 $ - $ 117
Short-term investments, at cost 22 - 22

139 - 139
Accounts and notes receivable, less

allowance: $11 126 - 126

Inventories 87 - 87

Prepaid expenses, deferred income taxes

and other current assets 650 (311)(a) 339
Total Current Assets 1,002 (311) 691
Property, Plant and Equipment, net 3,954 - 3,954
Intangible Assets, net 1,068 - 1,068
Investments in Unconsolidated Affiliates 222 - 222
Other Assets 167 - 167
Total Assets $6,413 $(311) $6,102

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities
Accounts payable and other current

liabilities $1,108 $(57)(a) $1,051
Income taxes payable 210 - 210
Short-term borrowings 93 - 93
Total Current Liabilities 1,411 (57) 1,354
Long-term Debt 222 (49)(a) 173
Other Liabilities 436 (6)(@) 430
Deferred Income Taxes 174 48 (a) 222

Shareholder's Equity

Investments by and advances from PepsiCo 4,201 (247)(a) 3,954
Capital stock, par value $0.05 per share:

authorized 750 shares, issued x,Xxx

shares - - -
Capital in excess of par value - - -
Currency translation adjustment (31) - (31)
Total Shareholder's Equity 4,170 (247) 3,923
Total Liabilities and
Shareholder's Equity $6,413 $(311) $6,102

See accompanying Notes to Pro Forma Condensed @edthbinancial Statements.
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements

The historical combined financial statements refpa@ziods during which TRICON did not operate agparate, independent Company;
certain estimates, assumptions and allocations meade in preparing such financial statements. Toeresuch historical combined financial
statements do not necessarily reflect the comhiesdlts of operations or financial position thatebhave existed had TRICON been a
separate, independent company.

The Pro Forma Condensed Combined Financial Statsrskould be read in conjunction with the histdramambined financial statements of
TRICON and the notes thereto contained in thisrimittion Statement. The pro forma condensed comMinadcial information is presented
for informational purposes only and does not purfmoreflect the results of operations or finangasition of TRICON or the results of
operations or financial position that would havewced had TRICON been operated as a separatgendent company.

Note 1 - The pro forma adjustments to the accompaiiyg historical combined

statement of operations for the fiscal year endedeimber 28, 1996 are:

(a) To eliminate the effect of TRICON's non-coré&lkestaurant businesses composed of CPK, ChelAmsgElo, ESM and HNN. TRICON
has disposed of or expects to dispose of thesadmss in 1997.

(b) Items to be updated in a subsequent amendment

- External interest expense based on expectedodéttanding

- Shares outstanding

Note 2 - The pro forma adjustments to the accompaiiyg historical combined

statement of operations for the twelve-weeks emdadth 22, 1997 are:

(a) To eliminate the effect of TRICON's non-coré&lkestaurant businesses composed of CPK, ChelAsgElo, ESM and HNN. TRICON
has disposed of or expects to dispose of thesadmsss in 1997.

(b) Items to be updated in a subsequent amendment

- External interest expense based on expectedodéttanding

- Shares outstanding

Note 3 - The pro forma adjustments to the accompaiiyg historical combined

balance sheet at March 22, 1997 are:

(a) To eliminate the effect of TRICON's non-coré&lbusinesses composed of CPK, Chevys, D'Angelb] &8 HNN. TRICON has
disposed of or expects to dispose of these businéss1997.

(b) Items to be updated in a subsequent amendment

- External debt based on expected debt outstanding

- Dividend payment and settlement of certain iraaerpany liabilities to and with PepsiCo

- New Equity and Shares outstanding
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Exhibit 2.01
SEPARATION AGREEMENT

SEPARATION AGREEMENT, dated as of __, lggramended, supplemented or otherwise modifiesl; Agreement"), by and
between PepsiCo, Inc., a North Carolina corporafiBepsiCo"), and TRICON Global Restaurants, lad\orth Carolina corporation
("TRICON") and, as of the date hereof, a wholly-@drsubsidiary of PepsiCo.

WITNESSETH:

WHEREAS, PepsiCo has engaged in the restauramdmssthrough various of its subsidiaries and afék (PepsiCo and its subsidiaries and
affiliates (other than the members of the TRICON@r (as such term is hereinafter defined)) areectillely referred to herein as the
"PepsiCo Group");

WHEREAS, PepsiCo has decided to consolidate tretsiasd operations of its worldwide KFC, Pizza biudl Taco Bell businesses
(collectively, the "Restaurant Businesses") intdG@N and TRICON's subsidiaries and affiliates (TRIC and its subsidiaries and affiliates
are collectively referred to herein as the "TRICGMup"), and to distribute the Common Stock of TRNCon a ___-for-one basis to the
holders of PepsiCo Capital Stock (the "Distributjpand

WHEREAS, on or before , 1997 (the 'tibistion Date"), PepsiCo will transfer to the Ag€as such term is hereinafter
defined), for the benefit of the holders of recofdPepsiCo Capital Stock at the close of business o , 1997 (the "Record Date"),
without any consideration being paid by such had#re shares of TRICON Common Stock then owneldpsiCo;

NOW, THEREFORE, in consideration of the mutual pises contained herein, the Parties (as such tedefiised in Section 16 herec
hereby agree as follows:

Section 1. The Distribution. On or prior to the fiilsution Date, PepsiCo will transfer to BankBostbhA., as distribution agent (the
"Agent"), for the benefit of holders of record aéziCo Capital Stock at the close of business erRécord Date, the shares of TRICON
Common Stock then owned by PepsiCo, together witiiravocable voting rights proxy in favor of thgént. Prior to the Distribution Date,
the Parties shall take such action with respetttedl RICON Common Stock as is required to compleeDistribution on the basis of one
share of TRICON Common Stock for every __ shafé%epsiCo Capital Stock outstanding at the clogdausiness on the Record Date.
PepsiCo shall instruct the Agent to distribute sUBHCON shares to the holders of record of Pep$i@pital Stock at the close of business
the Record Date. All of the shares of TRICON saéskshall be fully paid and nonassessable. TheiRisbn shall be effective as of
11:59:59 p.m. on the Distribution Date.

Section 2. Governance Documents and Benefit PIRRECON shall take all action necessary such thathe Distribution Date, the Articles
of Incorporation and Bylaws of TRICON, and all bBnglans of TRICON, shall be substantially in tleems filed with the Securities and
Exchange Commission as exhibits to the Form 1Qingl&o the Distribution (as amended, supplementeatherwise modified, the "Form
10").

Section 3. Books, Records, Services and Accesgaonhation. (a) Except as otherwise provided inattachments hereto, for a period of up
to twelve months from and after the Distributiont®éor such shorter period as set forth on Schedlereto), each Party shall make
available to the other, during normal business $iamd in a manner which will not unreasonably feterwith such Party's business, the
services set forth on Schedule A hereto (collettiVEransitional Services") to the extent that #ame are reasonably required to assist in
effecting an orderly transition following the Diftntion. Except as otherwise provided in the attaehts hereto, the initial terms upon which
Transitional Services shall be provided to TRICONPepsiCo, as the case may be, are set forth cedBlehA hereto.

(b) From and after the Distribution Date, Pepsi@allsafford TRICON and its authorized employees esqtesentatives reasonable access
(including access to persons or firms possessiegast information and records) and reasonableickfptg rights during normal business
hours to, or, at PepsiCo's option, copies of,eabrds, books, contracts, instruments, data aret atformation (collectively, "Information")
within the PepsiCo Group's possession relatingiyoraember of the TRICON Group, insofar as such sgoe copies are reasonably required
by TRICON.

(c) TRICON shall afford to PepsiCo and its authedizmployees and representatives reasonable doudading access to persons or firms
possessing relevant information and records) aasbreable duplicating rights during normal busirfesg's to, or, at TRICON's option, cop
of, all Information within the TRICON Group's possen relating to any member of the PepsiCo Grmmgnfar as such access or copies are
reasonably required by PepsiCo.

(d) Within 45 days after the Distribution Date, lkead PepsiCo and TRICON shall provide the othehwsiich indices or descriptions of
Information as it may maintain relating to the atbethe other's subsidiaries or affiliates. Infatman may be required under this Section 3,
without limitation, for audit, accounting, clainigigation and tax purposes, as well as for purgasfeulfilling disclosure and reporting
obligations. In lieu of retaining any specific Infioation, either Party may, in writing, offer to telr such Information to the other Party. If
such offer is not accepted within 90 days, thermfation so offered shall be retained or destroyeaticordance with PepsiCo's Record
Retention Policy. If such offer is accepted, thetyaccepting delivery shall pay the reasonabl-of-pocket costs of the delivery. Each Pe



shall maintain the Information in accordance with ianner it treats similar material relating $odhgoing business.

(e) At all times from and after the Distribution teaeach Party will use its reasonable best effortaake available to the other, upon written
request, its officers, directors, employees anahesgas witnesses to the extent that the same raagmably be required in connection with
legal, administrative or other proceedings in witlod requesting Party may from time to time be ined.

(f) Except as otherwise specifically provided feréin, a Party providing Information, Transitioisarvices or witnesses to the other
hereunder shall be entitled to receive from th@ient, upon the presentation of appropriate inesitherefor, payments for such amounts
relating to supplies, disbursements, and such aitsts and out-gbocket expenses as are provided for on Schedukrétd) or which may t
reasonably incurred in providing such Informati®@ransitional Services or witnesses. Invoices dhalllue and payable within thirty (30) d
of receipt. Interest shall accrue on any unpaidwhat the rate of eight percent (8%) per annum.

(9) PepsiCo shall arrange for the transportatioexisting corporate records in its possessioningaxclusively to the Restaurant Businesses,
including original corporate minute books, stoatigers and certificates, and corporate seals of eagloration included in the group of

which TRICON is the parent corporation, and alhactgreements, deeds to real property, actigatiton files and filings with foreign
governments, if any, to TRICON's address set fiortBection 23 hereof. PepsiCo shall provide TRICit lists of trademarks, patents and
copyrights of TRICON and its subsidiaries.

Section 4. Confidentiality. Each member of the Rép<Group and the TRICON Group shall hold, and eazech of their respective officers,
employees, agents, consultants and advisors tq inadtrict confidence, all non-public Informatioconcerning the other Party furnished it by
such other Party or its representatives pursuathiscAgreement, unless compelled to disclose $ofciimation by judicial or administrative
process or, in the opinion of counsel, by otheui@ments of law (in which case such Party shaptly notify the other Party so that the
other Party may seek a protective or other appatsoremedy); and each Party shall not releasesolodie such Information to any other
person, except its auditors, attorneys, finandalsors, bankers and other consultants and adwsloosshall be bound by the provisions of
this

Section 4. Each Party shall be deemed to havdisdtits obligations hereunder with respect to aieritial Information supplied by the other
Party if it exercises the same care as it does n@thect to preserving the confidentiality of itgnosimilar information.

Section 5. Indemnification. (a) Effective on thesBibution Date, TRICON agrees to indemnify anddhehrmless each member of the
PepsiCo Group and each of their respective offjalirectors, employees and agents from and agaimysand all losses, liabilities, claims,
suits, damages, costs and expenses (includingoutitmitation, reasonable attorneys' fees andaard/all expenses reasonably incurred in
investigating, preparing or defending against agyding or seriously threatened litigation or cla{egllectively, "Losses") arising out of or
related in any manner to any item set forth on 8aleeB hereto. Similarly, effective on the Distrilain Date, except as otherwise provided in
the attachments hereto, PepsiCo agrees to indemmifyhold harmless each member of the TRICON Gamuabeach of their respective
officers, directors, employees and agents fromaaainst any and all Losses arising out of or rdlateany manner to any item set forth on
Schedule C hereto.

(b) If any action is brought or any claim is madgiast a Party or person in respect of which indgmmay be sought pursuant to subsection
5(a) above (the "Indemnitee”), the Indemnitee skathin ten days after the receipt of informatiadicating that an action or claim is likely,
notify in writing the Party from whom indemnificati is sought (the "Indemnitor") of the institutiohthe action or the making of the claim,
and the Indemnitor shall have the right, and atréggiest of the Indemnitee, shall have the obbgatio assume the defense of the action or
claim, including the employment of counsel. If thdemnitor assumes the defense of the action ancthe Indemnitor shall be entitled to
settle the action or claim on behalf of the Indemmiwithout the prior written consent of the Indém unless such settlement would, in
addition to the payment of money, materially afféagt ongoing business or employment of the Indezenit

(c) The Indemnitee shall have the right to empteyivn counsel, but the fees and expenses of thasel shall be the responsibility of the
Indemnitee unless (i) the employment of that cousisall have been authorized in writing by the imedtor in connection with the defense of
the action or claim; (ii) the Indemnitor shall i@ve employed counsel to have charge of the defd#frmech action or claim; or (iii) such
Indemnitee shall have reasonably concluded that tmay be defenses available to it which are diffefrom or additional to those available
to the Indemnitor (in which case the Indemnitorlishat have the right to direct any different dederof the action or claim on behalf of the
Indemnitee). The Indemnitee shall, in any evenkedya fully informed of the defense of any suchacor claim. Except as expressly
provided above, in the event that the Indemnitatistot previously have assumed the defense otaoreor claim, at such time as the
Indemnitor does assume the defense of the actiotaion, the Indemnitor shall not thereafter belkaio any Indemnitee for legal or other
expenses subsequently incurred by the Indemnitew/@stigating, preparing or defending against saction or claim.

(d) Anything in this Section 5 to the contrary nihgtanding, the Indemnitor shall not be liable oy settlement of any claim or action
effected without its written consent; provided, fewer, that if after due notice the Indemnitor refuso defend a claim or action, the
Indemnitee shall have the right to defend and/titeseuch claim or action, and the Indemnitee shatlbe precluded from making a claim
against the Indemnitor for reasonable expensediaritities resulting from such defense and/orleetent in accordance with this Section 5.

(e) Notwithstanding the foregoing provisions oktliection 5, there may be particular actions amslavhich reasonably could result in both
Parties being liable to the other under the indéiration provisions of this Agreement. In such egethe Parties shall endeavor, acting
reasonably and in good faith, to agree upon a masfrmonducting the defense and settlement of thiemor claim with a view to minimizin
the legal expenses and associated costs that otlygriwise be incurred by the Parties, such as,dyaf illustration only, agreeing to use the
same legal counse



(f) The indemnification provisions of this Sectibrshall not inure to the benefit of any third paBy way of illustration only, an insurer who
would otherwise be obligated to pay any claim shatlbe relieved of the responsibility with respigreto, or, solely by virtue of the
indemnification provisions hereof, have any subtiogerights with respect thereto, it being expressiderstood and agreed that no insurer or
any other third party shall be entitled to a "wigdlf(i.e., a benefit they would not be entitledréxeive in the absence of the indemnification
provisions) by virtue of these indemnification pigions.

Section 6. Taxes. PepsiCo and TRICON have entatediiTax Separation Agreement, substantially énfthm attached hereto as Attachn
1 (as amended, supplemented or otherwise modified;Tax Agreement"), regarding their respectights and obligations with respect to
taxes of the TRICON Group for all periods throula Distribution Date and certain other tax-relatetters. In the event of a conflict
between the terms of the Tax Agreement and thestefrthis Agreement, the terms of the Tax Agreenséatl govern.

Section 7. Employee Benefits. PepsiCo and TRICOM leantered into an Employee Programs Agreemenstaatially in the form attached
hereto as Attachment 2 (as amended, supplement#tiemvise modified, the "Employee Programs Agreagif)ewhich allocates assets,
liabilities and responsibilities between them wigspect to certain employee compensation and ligt@fis and programs and certain other
related matters. In the event of a conflict betwénenEmployee Programs Agreement and the termtsofAgreement, the terms of the
Employee Programs Agreement shall govern.

Section 8. Telecommunications, Software and Compuiervices. PepsiCo and TRICON have entered iffelecommunications, Software
and Computing Services Agreement, substantialthénform attached hereto as Attachment 3 (as andesdpplemented or otherwise
modified, the "T,S&C Agreement"), setting forth theangements between the Parties with respentdmil software, third party
agreements, telecommunications services and congpsiirvices. In the event of a conflict betweenTt}®8C Agreement and the terms of
this Agreement, the terms of the T,S&C Agreemeatlgjovern.

Section 9. Transfer of Entities, Operations, Assets Liabilities. (a) Except as set forth on Scheduhereto, prior to the Distribution Date,
PepsiCo and TRICON shall use reasonable effortatise the entities, operations, assets and corrgisigpliabilities of the Restaurant
Businesses to be included as part of the TRICONI@GrBoth Parties agree to take such action as mayebessary or appropriate, prior to the
Distribution Date, to cause all such restaurardtesl assets and liabilities (including, withoutitation, all agreements relating thereto),
except as provided on Schedule D hereto, to begpiyoponveyed or assigned to TRICON or the appedersubsidiary or affiliate of

TRICON. Except as otherwise provided in this Agreain(including, without limitation, the ScheduleslaAttachments hereto), PepsiCo s
bear the reasonable costs of such conveyances.

(b) Except as expressly provided herein, TRICONagto assume and pay all contracts, obligatioddialnilities of each member of the
PepsiCo Group associated in any way with the RestaBusinesses and/or the Casual Dining Busingasesuch term is hereinafter
defined), whether accrued, absolute, contingeotluerwise, and whether due or to become due, imduavithout limitation, all obligations
of any member of the PepsiCo Group acting as aagt@r of obligations associated in any way with ahthe Restaurant Businesses and/or
the Casual Dining Businesses, and all obligatiordeu leases and other executory contracts anditiiedi whether arising as a result of the
transactions contemplated hereby, existing on #te kereof, or based on facts or actions arisingragmior to the Distribution Date, whether
or not such obligations shall have been discloszdih, and whether or not reflected on the opehalgnce sheet of the TRICON Group
prepared pursuant to Section 13 hereof (the "OpeRalance Sheet"). For purposes of this Agreentkeatterm "Casual Dining Businesses"
shall mean California Pizza Kitchen, Chevys Mexi®astaurants, Chimayo Grill, D'Angelo Sandwich Shdgast Side Mario's and Hot 'n
Now.

(c) In the event that the transfer of all such tssard liabilities is not accomplished by the Disttion Date, the Parties agree that TRICON
shall have de facto control and equitable ownershipe entities, operations and assets, and de fasponsibility for the obligations and
liabilities, intended to be transferred to the TRIC Group; provided, however, that if any uncompdeteeps financially affect either PepsiCo
or TRICON, the Parties agree to use their respedtest efforts to equitably resolve any such firgnmpact.

(d) This Section 9 shall not inure to the beneffidioy third party.

Section 10. Letters of Credit, Guaranties and Qgetnt Liabilities.

(a) TRICON shall use its best efforts to causebiireeficiaries of all of the PepsiCo Group's lettdrsredit, guarantees and other contingent
liabilities relating to any of the Restaurant Biesises or the Casual Dining Businesses (includiitgput limitation, commercial letters of
credit, financing guarantees, performance guarantease guarantees, comfort letters, insurancevarkers' compensation liabilities, and
letters of credit, guarantees and other continfigbiities identified on Schedule E hereto) whighl not have expired on or prior to the
Distribution Date, to release and terminate alhslatters of credit, guarantees and contingentliiegs on or prior to the Distribution Date
and, where necessary or appropriate, to acceptitsuiddetters of credit, guarantees or continditilities issued for the account of TRICON
or to post sufficient cash collateral on behalT&ICON. From and after the Distribution Date, TRIE@iill pay a fee based upon the
maximum exposure related to any such letters dfigrguarantees and contingent liabilities whichreweot released, terminated or replaced
prior to the Distribution Date. Such fee will beusttured consistent with the pricing of TRICON'sise credit facility as in effect from time
time and will be expressed as a percentage ofdhe\of the underlying exposure. Future modifiaaito the pricing of TRICON's senior
credit facility will apply to the fee as well. Sufde shall be payable monthly in advance until sirole as each such letter of credit, guarantee
and contingent liability has been released, tertethar replaced by a Qualified Letter of Creditgash term is hereinafter defined).
Notwithstanding the foregoing, TRICON shall attaties indemnify and hold harmless each membereoP#psiCo Group from and agai

all losses, liabilities and obligations incurredlwiespect to such letters of credit, guarantee®otingent liabilities. Without limiting the
foregoing, TRICON shall, upon demand, reimbursesRapwithin ten days for any amounts actually gaicany member of the Pepsit



Group with respect to any such letters of credigrgntees or contingent liabilities.

(b) For purposes of this Agreement, the term "QigaliLetter of Credit" shall mean an irrevocabtansferable letter of credit issued to
PepsiCo or its relevant subsidiary or affiliatesblgank that is a AA Credit (as such term is hef@naefined), substantially in the form
attached as Schedule F hereto, with a term extgridithe last possible expiration date of the rahvetter of credit, guarantee or contingent
liability and with a maximum drawing amount thatBtequal the full amount of all remaining obligats and foreseeable claims under the
relevant letter of credit, guarantee or contindiatility (assuming the exercise of all extensignions with respect to the underlying
obligations). In the event of any change in the tagarding letters of credit generally that affebes language in a Qualified Letter of Credit,
TRICON shall, at the request of PepsiCo, providew Qualified Letter of Credit containing modifyitenguage as approved by PepsiCo.
The language contained in the form of letter oflitrattached as Schedule F hereto shall be deewres dapproved by PepsiCo. For purposes
of this Agreement, the term "AA Credit" shall mesanorporation or banking association whose longrtgebt obligations are rated AA- or
Aa3 or better by Standard & Poor's or by Moodyspectively, or their successors in interest that'@ationally recognized statistical rating
organizations."

(c) TRICON agrees that no member of the TRICON @rstall modify, amend or extend (including, withémtitation, pursuant to any
existing option to extend) any of the leases fapprty of the TRICON Group which have been guaethtey a member of the PepsiCo Gr
(including, without limitation, the real propertgdses identified on Schedule G hereto) (collegtjvbe "Leases") so as to increase or in any
way enlarge the duration of any of the obligationiabilities of any member of the PepsiCo Groupspiant to those guarantees without first
obtaining the prior written approval of PepsiCo,jethapproval may be withheld by PepsiCo in its shéeretion. TRICON further agrees tl

no member of the TRICON Group shall default unddsreach any of the Leases so as to cause origa&éorany claims, actions, suits or
proceedings against any member of the PepsiCo Guasipg out of such guarantees, and hereby agpeademnify and hold harmless each
member of the PepsiCo Group from and against aht §iabilities, costs and expenses (including, withlimitation, reasonable attorneys' fees
and any and all expenses reasonably incurred &stigating, preparing or defending against any penadr seriously threatened litigation or
claim) associated therewith in accordance withiBed& hereof. TRICON shall immediately notify P&psj in writing, of any allegation or
claim asserted by any person or entity which mggté rise to any liability or obligation of any méer of the PepsiCo Group under any such
guarantee.

Section 11. Insurance. (a) All policies of lialilifire, workers' compensation and other formsxsfirance maintained by the PepsiCo Group
insuring the products, properties, assets and/erations of the TRICON Group shall continue in folice and effect up to and through the
Distribution Date, and except as set forth on SaleeHl hereto, shall be terminated effective 11:9%5n. on the Distribution Date. Any
refunds of prepaid premiums with respect to suahiteated insurance shall be for PepsiCo's acc®epsiCo shall be responsible for
obtaining such initial insurance coverage for TRNCfBom and after the Distribution Date in such amisuas are agreed upon by the Parties.
TRICON shall be liable for payment of all premiumigh respect to such initial insurance coverage @ahgdubsequent coverage which
TRICON thereafter elects to obtain. For purposehigfSection, insurance coverage does not incdugansurance for plans described in the
Employee Programs Agreement, but does include ERiAity bonds and/or fiduciary insurance.

(b) With respect to any insurance programs relatingpe TRICON Group (including, without limitatipany casualty insurance programs
such as public and products liability insuranceuned or self-insured workers' compensation insigamd automobile liability insurance),
TRICON shall be liable for payment of all claimssarg out of incidents, known or unknown, reportedinreported, which occur prior to, on
or after the Distribution Date. Any reserves unith@se insurance programs relating to TRICON foioplsrending prior to, on or after the
Distribution Date shall be for the account of TRIECSuch reserves shall be included as liabilitieSRICON, and any charge or credit to
reserves shall be for TRICON's account.

Section 12. Banking and Other Arrangements. Theoresibility for bank accounts used exclusively bg TRICON Group shall be
transferred from PepsiCo to TRICON on or priortte Distribution Date. Normal procedures will bddaled for receipts and disbursements
funding prior to the Distribution Date as set footh Schedule | hereto.

Section 13. Procedures for Closing and DeliverBadks and Balance Sheet and Payment of Certain Atada PepsiCo. Financial
statements of TRICON as of the Distribution Dathjok shall be summaries of the combined accounéidgers of the TRICON Group as of
the close of the tenth accounting period of the7lf@gcal year, and which shall include an OpenirdpBce Sheet, shall be prepared by
PepsiCo within 45 days after the Distribution Daiel reviewed and agreed to by TRICON within 15 defter such financial statements are
prepared. Each Party shall bear its own expenseaninection with the preparation and review of sficancial statements. PepsiCo and
TRICON agree that the principles for determining @pening Balance Sheet are as follows:

(a) Total Assets shall be determined through thenabreporting process using U.S. generally acckateounting principles ("GAAP") as
applied on a basis substantially consistent wighlthsis used in the preparation of the financé&estents of TRICON presented in the Form
10 and standard PepsiCo definitions and accouptiactice, consistently applied.

(b) Non-Interest Bearing Liabilities shall be detéred through the normal reporting process usind\BAs applied on a basis substantially
consistent with the basis used in the preparatidheofinancial statements of TRICON presentechinfForm 10 and standard PepsiCo
definitions and accounting practice, consistengipled. Accrued tax liabilities shall be treatedattordance with the provisions of the Tax
Agreement.

(c) Net Assets is the sum of total assets lessimenest bearing liabilities. Net Assets shall le¢edmined in accordance with the following
capitalization procedurt



(i) Short and Long-Term Debt shall be determinedulyh the normal reporting process using GAAP adiegh on a basis substantially
consistent with the basis used in the preparatidgheofinancial statements of TRICON presentechnfform 10 and standard PepsiCo
definitions and accounting practice, consistengigleed. The Opening Balance Sheet will reflect agpnately $ of debt obligations
to be incurred by TRICON prior to the DistributiDate. Substantially all of the proceeds of such délbigations will be transferred to
PepsiCo prior to the Distribution Date in the foofirepayment of certain amounts due to PepsiCo trmTRICON Group and a dividend.

(i) Stockholders' Equity of TRICON will equal thiifference between the total Net Assets less tleet3imd Long-Term Debt on TRICON's
Opening Balance Sheet as of the Distribution Date.

Any amounts due PepsiCo by the TRICON Group reladgdtercompany accounts (other than those acsouhnich are defined as
intercompany trade receivables and payables inrdanoe with PepsiCo financial policies) or othesmpissory notes in excess of the amount
set forth in (i) immediately above, which will cowepayment of certain amounts due to PepsiCo frenTRICON Group, will be capitalize
by PepsiCo.

Section 14. Operation Until Closing. TRICON agrems pehalf of itself and each member of the TRICGMgup, that through the Distributi
Date the Restaurant Businesses shall be operathd ordinary course of business, consistent wast practice.

Section 15. De-ldentification. As soon as practiealfter the Distribution Date, and in no evengtahan 120 days after such Date, TRICON
shall eliminate all exterior and interior signage ather identification in its possession or cohtaad cease using any letterhead, which
identifies TRICON or any other entity within the TBON Group as a subsidiary or affiliate of PepsiCo.

Section 16. Parties. As used in this Agreementtdira "Parties" shall include the PepsiCo Groupitsmduccessors, and the TRICON Group
and its successors. Each of PepsiCo and TRICONaginat it shall cause each of its subsidiariesaffilchites to comply fully with the terms
of this Agreement.

Section 17. Expenses. Except as set forth on Sthddhereto or as otherwise provided in this Agreeinfincluding, without limitation, the
Schedules and Attachments hereto), all expensasninection with the Distribution shall be borneRBpsiCo and all expenses in connection
with the ongoing operations and/or businesseseoffRICON Group shall be borne by TRICON.

Section 18. Tax Gross-Up. If any amount paid by meynber of the PepsiCo Group or the TRICON Grospha case may be, pursuant to
this Agreement results in any increased Tax lighdr reduction of any Tax Asset of the TRICON Quaar the PepsiCo Group, respectively,
then PepsiCo or TRICON, as appropriate, shall imdBnthe other Party and hold it harmless from agdinst any interest or penalty
attributable to such increased Tax liability or teduction of such Tax Asset and shall pay to theroParty, in addition to amounts otherwise
owed, the After-Tax Amount. Capitalized terms usethis

Section 18 but not otherwise defined in this Agreetrshall have the meanings assigned to such farthe Tax Agreement.

Section 19. Survival. All of the provisions of tiAgireement shall survive the Distribution Date.

Section 20. Other Provisions. This Agreement di&aljjoverned by and construed in accordance withathe of the State of North Carolina,
may not be assigned by either Party without thét@riconsent of the other, and shall bind and ibutee benefit of the Parties hereto and
their respective successors and permitted assighkissAgreement may not be amended, supplememtetherwise modified except by an
agreement in writing signed by PepsiCo and TRICDINs Agreement may be executed in counterpart$y ebwhich shall be deemed to be
an original and all of which together shall congétone and the same instrument.

Section 21. Arbitration. (a) Except as otherwisevied in the attachments hereto, any controvergyaim arising out of or relating to this
Agreement, or the breach hereof, shall be setyeathitration in accordance with the then prevailltommercial Arbitration Rules of the
American Arbitration Association (the "AAA") as ducules may be modified herein.

(b) An award rendered in connection with an arbigrapursuant to this
Section shall be final and binding and judgmentrupach an award may be entered and enforced in@ny of competent jurisdiction.

(c) The forum for arbitration under this Sectiomklbe agreed upon by the Parties, or, failing sagteement, shall be New York, New York.

(d) Arbitration shall be conducted by a single aetor selected jointly by PepsiCo and TRICON. ithin 30 days after a demand for
arbitration is made, PepsiCo and TRICON are untmbégyree on a single arbitrator, three arbitrasbed| be appointed. Within 30 days after
such inability to agree, PepsiCo and TRICON shadheselect one arbitrator and those two arbitratoadl then select a third arbitrator
unaffiliated with either Party. In connection witle selection of the third arbitrator, considenatihall be given to familiarity with corporate
divestiture transactions and experience in dispegelution between parties, as a judge or otherwfisiee arbitrators selected by PepsiCo and
TRICON cannot agree on the third arbitrator witirch 30 day period, they shall promptly therealftscuss the qualifications of such third
arbitrator with the AAA prior to selection of sueahbitrator, which selection shall be in accordanite the Commercial Arbitration Rules of
the AAA.

(e) If an arbitrator cannot continue to serve, @sasor to an arbitrator selected by PepsiCo o€TR|, as the case may be, also shall be
selected by the same Party, and a successor teethial arbitrator shall be selected as specifieslibsection (d) of this Section. A fi



rehearing will be held only if the neutral arbitrats unable to continue to serve or if the remmajrarbitrators unanimously agree that such a
rehearing is appropriate.

(f) The arbitrator or arbitrators shall be guidbdt not bound, by the Federal Rules of Evidencelgnithe procedural rules, including
discovery provisions, of the Federal Rules of CRribcedure. Any discovery shall be limited to imfation directly relevant to the controve
or claim in arbitration.

Section 22. Limitation on Subsequent Activitiesp§i€o agrees, without any separately bargaineddosideration, but rather as an integral
part of the transfer of the Restaurant Business#set TRICON Group and the Distribution providedifothis Agreement, that it shall not
directly, through a subsidiary or affiliate, or ettvise, through October 1, 2000, open anywherhdrlnited States or Canada a restaurant
substantially identical to the restaurant conceptrated by the TRICON Group at the opening ofriess on the day following the
Distribution Date. PepsiCo acknowledges that theedy at law for any breach of the foregoing covémasuld be inadequate and in the e
of any such breach TRICON shall be entitled tonigfive relief.

Section 23. Notices. Any notice, demand, claimtbeocommunication under this Agreement shall beriting and shall be deemed to have
been given

(i) upon the delivery thereof if delivered persdndincluding, without limitation, by courier), jithree days after being sent by certified mail,
return receipt requested, postage prepaid, owufdgn receipt of confirmation of a telecopy trarssion, in each case to the Parties at the
following addresses (or at such other addressPasty may specify by notice to the other):

If to PepsiCo:

PepsiCo, Inc.

700 Anderson Hill Road

Purchase, NY 10577-1444

Telecopy No.: (914) 253-3123 Attention: General czml

If to TRICON:
TRICON Global Restaurants, Inc.

[To be completed]
Telecopy No.: () ___ - Attention: General Cains

IN WITNESS WHEREOF, each of the parties heretodzased this Agreement to be duly executed as afdteeand year first above written.
PepsiCo, Inc.

By

[Name and Title]
TRICON Global Restaurants, Inc.

By

[Name and Title
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Schedule A

TRANSITIONAL SERVICES

Expected
Department Date Service  Cost Estimate or
Providing Service Services Provided to TRICON Will Terminate  Billing Procedure
Treasury - Global Cash Desk and Operations train ing T&E Expenses will be
Cash Management  for all software packages and daily charged to TRICON

and Operations transactional activity

Guarantee Tracking N/A




Schedule B
TRICON INDEMNIFICATION OBLIGATIONS
Items with respect to which TRICON will indemniflye PepsiCo Group in accordance with Section 5isfS8kparation Agreement:

(1) All Losses arising out of or related in any manto any of the Restaurant Businesses, the CBénialg Businesses, and/or any other
restaurant business in which PepsiCo or any @lbsidiaries or affiliates has been involved, ah dausinesses have been conducted in the
past, are currently conducted or may in the fubgeonducted, whether or not such Losses are adgeior to the Distribution Date and
whether or not such Losses are based upon Pepsi@ty @f its subsidiaries or affiliates being aedirparty to a transaction or agreement.

(2) All Losses arising out of or related in any manto any letters of credit, guarantees or costidjabilities relating to (i) any of the
Restaurant Businesses, the Casual Dining Businassksr any other restaurant business in whichiBeps any of its subsidiaries or
affiliates has been involved, or (ii) any obligaisoof any member of the TRICON Group (includingthwut limitation, commercial letters of
credit, financing guarantees, performance guarantease guarantees, comfort letters, and insui@mt&vorkers' compensation liabilities),
whether or not such Losses are asserted prioet®igtribution Date.

(3) All Losses arising out of or related in any manto (i) the Borrower Receivable Purchase and 8gfteement, dated as of December 13,
1995, among Taco Bell Corp., as Seller, CorporaseAFunding Company, Inc., as Investor, and Ciidorth America, Inc., as Investor
Agent, or (ii) the Parent Undertaking Agreementedaas of December 13, 1995, related the



Schedule C
PEPSICO INDEMNIFICATION OBLIGATIONS
Items with respect to which PepsiCo will indemrtifig TRICON Group in accordance with Section 5 & 8eparation Agreement:

All Losses arising out of or related in any mantaoegither of the Pepsi-Cola or Frito-Lay businessmslucted by PepsiCo, as such businesse:!
have been conducted in the past, are currentlywaiad or may in the future be conducted, whethebisuch Losses are asserted prior t
Distribution Date



Schedule D

RESTAURANT ENTITIES, OPERATIONS, ASSETS AND LIABILI TIES
NOT BEING TRANSFERRED TO THE TRICON GROUP

Entities

Pizza Hut, Inc., a Delaware corporation
Bell Taco Funding Syndicate, an Australian parthigr¢financing vehicle)

Operations
None
Assets
None
Liabilities

None



Schedule E

LETTERS OF CREDIT, GUARANTEES AND OTHER CONTINGENT LIABILITIES ISSUED BY THE
PEPSICO GROUP

To Be Filed By Amendment.

Note: Items subject to change prior to the DistitruDate. Pizza Hut, Inc. obligations and appraigrivaluations for performance guarant
will be included prior to execution of this agreerhdn addition, the $11 million guarantee to supploe franchise lending program
administered by Texas Commerce Bank will be inatlide this Schedule as soon as it is exect



Schedule F

FORM OF QUALIFIED LETTER OF CREDIT

Date XXXXXXXX

Irrevocable Standby Our No.
Letter of Credit
XXXXXX
Advising Bank Applicant
Beneficiary Amount
XXXXXX XK prokksk
[PepsiCo, Inc.

700 Anderson Hill Road
Purchase, NY 10577-1444]

Expir
XXXXXXXFrxxx P

Gentlemen: We hereby issue in your favor our Iroadade Standby Letter of Credit No. XXXXX in an anmbunot to exceed in the aggregate
US $XXXXXXX, effective immediately, and expiring #ie office of [Insert name and address of bankfertion:
at our close of basiore XXXXXX.

This Letter of Credit is being issued to secureryahligations under those letter(s) of credit, gudee(s) and/or other contingent liabilit(ies)
which are listed on the attached Schedule 1, w8adtedule forms and integral part of this Lette€oddit.

Funds under this Letter of Credit are availabledi@wing on any Business Day subject to presemtasivthe Bank's office at the address set
forth below of the following documents:

1) A sight draft substantially in the form of Ann&hereto;

2) A drawing certificate executed by one of thedfemary's officials and substantially in the foomhAnnex 2 hereto, appropriately complet
and

3) The original of this Letter of Credit and anyemments thereto.

Such demand shall be dated no later than the @igtesentation and shall be made by delivery agateld below in the paragraph covering
notices. As used herein, "Business Day" shall neggnday other than a Saturday, Sunday or othepdayhich commercial banks in the
State of are authorized or required\wyor order to be closed.

Partial drawings are permitted.

It is a condition of this Letter of Credit thatsihall be reduced automatically and without amendyieom time to time in the following
manner:

A) By any amount claimed by you under this Lette€eedit; or

B) Upon our receipt of a written statement signgab officer of PepsiCo, Inc. stating that our eetf Credit can be reduced by a stated
amount, as a result of a cancellation of lettes{gredit, guarantee(s) or other contingent liafds) set forth on Schedule 1.

It is further a condition of this Letter of Credlitat it shall be automatically extended for an tiddal period of one year from the expiration
date hereof or any future expiration date, unlé$saest sixty (60) days prior to such date we sgmdwritten notice by certified mail, returned
receipt requested mail or hand delivery that weteiet to renew this Letter of Credit for any saititional period.

All notices, demands, presentations and other camwations (collectively, "Notices") to us in respet this Letter of Credit shall be
addressed and delivered as follows: [Insert nardeaddress of bank], Attention:

All Notices to you in respect of this Letter of @ieshall be addressed and delivered as followpsi&®, Inc., 700 Anderson Hill Road,
Purchase, NY 105-1444, Attention: XXXXX, or such other address as yoay from time to time designate by written noticess.



All Notices in respect of this Letter of Credit #Hze effective upon receipt.
Any and all banking charges associated with thiteref Credit are for the account of TRICON GloRastaurants, Inc.

This Letter of Credit sets forth in full the termfsour undertaking. Such undertaking shall notrig way be modified, amended or amplified
by reference to any document or instrument refetwdterein or in which this Letter of Credit iseafed to or to which this Letter of Credit
relates and any such reference shall not be detnirdorporate herein by reference any documentsirument.

We hereby undertake to promptly honor your sighftd(s) drawn on us, indicating our Letter of Ctédth. XXXXX, for all or any part of thi
Letter of Credit if presented at the office of gnsname and address of bank], Attention: on or before the expiration
date or any automatically extended expiry date.

This Letter of Credit is subject to the Uniform @ras and Practice for Documentary Credits (1993 $R@v) International Chamber of
Commerce Publication No. 500.

Should you have an occasion to communicate witlegarding this credit, kindly direct your commuriioa to the Attention of our
Department, ( ) - , making specific reference to our Letter ofdit No. XXXXX.

Authorized Signature



Schedule 1 to Irrevocable Standby Letter of Credit
No. XXXXX

L/C, Guarantee or
Contingent Obligation
Number Beneficiary Amount Expiry Da



Annex 1 to Irrevocable Standby Letter of Credit
No. XXXXX

Form of Sight Draft
[Insert date]
uss

Pay to the order of the undersigned the amount of $ drawn on [Insert name of bank] as isstierevocable Standby Letter of
Credit No. XXXXX, dated XXXXX, to Account No. , [Insert name of bank].

PepsiCo, Inc.

By:
Title:




Annex 2 to Irrevocable Standby Letter of Credit
No. XXXXX

Drawing Certificate

[Insert name of bank]
[Insert address of bank]

Attention:

Gentlemen:

The undersigned individual, a duly authorized @ffiof PepsiCo, Inc., hereby certifies as followthwespect to that certain Letter of Credit
No. XXXXX ("L/C") dated XXXXXX issued by [Insert n@me and address of bank] in favor of PepsiCo, |

The amount of this drawing represents funds dusiBep Inc. as reimbursement for the drawing(s) utlde following letter(s) of credit,
guarantee(s) or other contingent liabilit(ies)feeth on Schedule "1" to Letter of Credit No. XXXXahd PepsiCo, Inc. is entitled to receive
the amount of the sight draft accompanying thisifieate:

L/C, Guarantee or
Contingent Obligation
Number Beneficiary Amount Expiry Da

[Insert relevant information]
In witness whereof, the beneficiary has executetidmtivered this Certificate as of the day-ef—--, ----.
PepsiCo, Inc.

By:

Title:



Schedule G

RESTAURANT LEASES WHICH HAVE BEEN
GUARANTEED BY THE PEPSICO GROUP

Guarantee Maturity Effective Lessee Number Seq Date Lessor

KFC of California 211 1 10/28/11 10/28/91 SolomoneRl Estate

- 20 Hempstead Ave., Hempstead, NY, Nassau County

- 210 E. Main St, Montauk Hwy, Bayshore, NY, SufioCounty
- 479 N. Main St., Freeport, NY, Nassau County

- 1164 Jericho Tnpk, Commack (Smithtown, NY), SlkfGounty
- 508 E. Main St., Patchogue, NY, Suffok County

- 5002 Hempstead Tnpk, Farmingdale, NY, Nassau §oun

- 155 W. Suffolk Ave., Central Islip, NY, SuffolkaCinty

- 1453 Forest Park Ave., Staten Island, NY, RichdyatY

- 56 Glen Cove Rd., Greenvale, NY, Nassau County

- 221 Jericho Tnpk, Huntington, NY, Suffolk County

- 705 Old Country Road, Westbury, LI, Nassau County

- 910 Broadway, Amityville, NY, Suffolk County

- 1617 Deer Park Ave., Deer Park, NY, Suffolk Cqunt

- 1550 Straight Path, Nyandanch, NY, Suffolk County

Nudelmacher GmbH 1260 3 10/21/97 10/21/96 VolksHamkwigsburg eC-Friedrich-Ebert-Str. 120, 45473 Mulheim, Germany

Pizza Hut of Cincinnati 87 1 6/30/04 1/25/90 NEKtRars
- 8341 Beechmont Ave., Anderson Township, Hamilfmunty, Ohio

Pizza Hut of Cincinnati 203 1 3/25/05 2 /1/92 Anthony J. Nickert
and Joan A. Nickert

Pizza Hut of Cincinnati 90 1 3/31/09 1 /25/90 Patrician Center
Associates

- K Mart, Edgewood, KY

Pizza Hut of Cincinnati 86 1 3/31/14 1 /25/90 NEK Partners

- Eight Mile Rd., Anderson Township, Hamilton Coyn®hio



Guarantee Maturity Effective Lessee Number Seq Date Lessor
Pizza Hut of Cincinnati 91 1 8/31/14 1/25/90 NEKtRars - Sharon Rd., Sharronville, Hamilton Cou{ 45241
Pizza Hut of Cincinnati 85 1 3/31/15 1/25/90 NEKtRars - 9115 Winton Rd., Cincinnati, Ohio 45231190 Ohio Pike, Amelia, Ohio 45102

Pizza Hut of Cincinnati 94 1 3/31/15 1/25/90 A.BNJ.K. Realty - 108 Brookwood Ave., Hamilton, OHi5150 - 9920 Colerain Ave.,
Cincinnati, Ohio 45239

Pizza Hut of Cincinnati 93 1 3/31/15 1/25/90 NEKtRars
- 801 Main St., Milford, Ohio

Pizza Hut of Cincinnati 89 1 3/31/15 1/25/90 NEKtRars - 5444 North Bend Rd., Cincinnati, Ohio 4523
Pizza Hut of Cincinnati 96 1 3/31/15 1/25/90 Antiaah Nickert and Joan A. Nickert - 12037 Sheratand, Springdale, Ohio

Pizza Hut of Cincinnati 95 1 3/31/15 1/25/90 A.BND.K. Realty - 1709 Monmouth St., New Port, KY 4106 1571 West Galbrath Rd.,
Cincinnati, Ohio 45239 - 3061 Dixie Highway, EdgemlpKY 41017 - 5365 Ridge Rd., Cincinnati, Ohio 482 8365 Colerain Ave.,
Cincinnati, Ohio 45231

Pizza Hut of Cincinnati 92 1 8/31/20 1/25/90 NEKtRars
- Zayre Plaza, Fort Wright, KY

Pizza Hut, Inc. 1083 1 12/31/99 2/15/94 NorwestiBan

PRI 1265 4 10/21/97 10/21/96 Dresdner Bank A.G.
- 4330 Mulheim An Der Ruhr 3, Leineweber Strassern@ny



Guarantee Maturity Effective Lessee Number Seq Date Lessor

Taco Bell Corp. 401 1 2/15/99 3/15/79 First NatidRealty
- Hilltop Plaza, Bolingbrook, Il



Schedule H

RESTAURANT INSURANCE WHICH WILL NOT BE
TERMINATED AS OF THE DISTRIBUTION DATE

[To Be Agreed to by TRICON and PepsiC



Schedule |

RESTAURANT FUNDING STRUCTURE
PRIOR TO THE DISTRIBUTION DATE

[Graphic material omitted] Organizational chartd®ncing restaurant funding structure prior to th&ribution Date:
PepsiCo funds all restaurant disbursements andatslall restaurant sales via the following mecérasi

1. Cash is automatically collected from restaucafiection accounts into a Master Restaurant Canagon Account. Money is then moved
automatically to PepsiCo's Master Concentrationoiiot.

2. Cash required to fund payroll and accounts paydisbursements on behalf of the restaurantsided by PepsiCo into a restaurant master
disbursement funding account on a daily basis.réetaurant master funding account will then autazally fund checks which have been
written off restaurant controlled bank accou



Schedule J
EXPENSES
TRICON shall bear the following expenses in conioectvith the Distribution:

1. The fees in connection with the TRICON bank itriztility.

2. Special management incentive arrangements {gy#R&rformance bonuses) for the management of RE2a Hut, Taco Bell and PRI
which are incremental to the regular division bawu



Exhibit 3.01
RESTATED ARTICLES OF INCORPORATION
OF
TRICON Global Restaurants, Inc.
FIRST: The name of the corporation is TRICON GldRaktaurants, Inc., hereinafter referred to as@oeporation”.

SECOND: The Corporation shall have authority taiés$,000,000,000 shares, without par value, of k0,000,000 shall be Common
Shares, and of which 250,000,000 shares shalldferired Shares, with the following powers, prefeesnand rights, and qualifications,
limitations and restrictions:

(a) Except as otherwise provided by law, each Com8iware shall have one vote, and, except as otbeprovided in respect of any serie:
Preferred Shares hereafter classified or reclassithe exclusive voting power for all purposedidf®@vested in the holders of the Common
Shares. In the event of any liquidation, dissolutio winding up of the Corporation, whether voluwtar involuntary, the holders of the
Common Shares shall be entitled, after paymentarigion for payment of the debts and other lidieii of the Corporation and the amoun
which the holders of any series of Preferred Shiagesafter classified or reclassified having agnefice on distribution in the liquidation,
dissolution or winding up of the Corporation shadl entitled, to share ratably in the remainingassets of the Corporation.

(b) The Board of Directors is authorized, subjediritations prescribed by the North Carolina Buesis Corporation Act ("NCBCA") and
these Articles of Incorporation, to adopt and fitem time to time articles of amendment that auttethe issuance of Preferred Shares which
may be divided into two or more series with sudf@mrences, limitations, and relative rights asBbard of Directors may determine;
provided, however, that no holder of any Prefe@&dre shall be authorized or entitled to receivanupe involuntary liquidation of the
Corporation an amount in excess of $100.00 perehedf Share.

THIRD: The address of the registered office of @wporation in the State of North Carolina is 228sHorough Street, Raleigh, Wake
County, North Carolina 27603; and the name ofnit$al registered agent at such address is CT Catjom System.

FOURTH: No holder of any share of the Corporatiwhether now or hereinafter authorized, shall hawegaeemptive right to subscribe for
or to purchase any shares or other securitieseo€tirporation, nor have any right to cumulate loi®s for the election of Directors. At all
meetings of the Shareholders of the Corporatiaquaum being present, all matters (other than kbetion of Directors) shall be decided by
the vote of the holders of a majority of the sto€khe Corporation, present in person or by pr@nd entitled to vote thereat.

FIFTH: The following provisions are intended foetmanagement of the business and for the regulafitire affairs of the Corporation, and
it is expressly provided that the same are inteiddxt in furtherance and not in limitation of ff@vers conferred by statute:

(a) The Board of Directors shall have the exclugigerer and authority to direct management of tharass and affairs of the Corporation
and shall exercise all corporate powers, and pssdkauthority, necessary or appropriate to cautthe intent of this provision, and which
are customarily exercised by the board of direaddies public company. In furtherance of the foregpibut without limitation, the Board of
Directors shall have the exclusive power and aittht: (a) elect all executive officers of the @oration as the Board may deem necessary
or desirable from time to time, to serve at thegplae of the Board; (b) fix the compensation ohsofficers;

(c) fix the compensation of Directors; and (d) deti@e the time and place of all meetings of therBax Directors and Shareholders of the
Corporation. A scheduled meeting of Shareholderg Inegpostponed by the Board of Directors by pulditice given at or prior to the time of
the meeting.

(b) The number of Directors constituting the Boafdirectors shall not be less than three nor ntleaa twelve, as may be fixed from time to
time by resolution duly adopted by the Board ofddtors. Provided that the number of members oBthead of Directors equals or exceeds
the number required under the NCBCA to staggetdiras of Directors, from and after the first annBhbreholders’ meeting, the Board of
Directors shall be divided into three classes,esslg equal in number as may be possible, to sesectively until the annual meetings in
1998, 1999, and 2000 in the classes designateldebshtareholder of the Corporation at the 1997 Ahkiegting, and until their successors
shall be elected and shall qualify, and theredlfftersuccessors shall be elected to serve for tefithsee years and until their successors shall
be elected and shall qualify. In the event of amyease or decrease in the number of Directorsgdb#ional or eliminated directorships shall
be so classified or chosen such that all classBsre€tors shall remain or become equal in numagnearly as may be possible.

(c) A vacancy occurring on the Board of Directangjuding, without limitation, a vacancy resultifrpm an increase in the number of
Directors or from the failure by Shareholders & @orporation to elect the full authorized numbf@Divectors, may only be filled by a
majority of the remaining Directors or by the smenaining Director in office. In the event of theath, resignation, retirement, removal or
disqualification of a Director during his electexdirh of office, his successor shall serve untilribgt Shareholders' meeting at which Directors
are elected. Directors may be removed from offitly €or cause.

(d) The Board of Directors may adopt, amend orakflee Corporation's Bylaws, in whole or in pangluding amendment or repeal of any
Bylaw adopted by the Shareholders of the Corpana



(e) The Corporation may in its Bylaws confer updrebtors powers additional to the foregoing andpbwers and authorities conferred upon
them by statute.

(f) The Corporation reserves the right to amentrathange, or repeal any provision herein coethim the manner now or hereafter
prescribed by law, and all the rights conferredrubareholders hereunder are granted, and areheltb@nd enjoyed, subject to such rights
of amendment, alteration, change or repeal.

(9) The only qualifications for Directors of the oration shall be those set forth in these AridéIncorporation. Directors need not be
residents of the State of North Carolina or Shaddsrs of the Corporation.

(h) The Board of Directors may create and make mppents to one or more committees of the Boardm@sad exclusively of Directors w!
will serve at the pleasure of the Board and who heaye and exercise such powers of the Board irtitigethe management of the business
and affairs of the Corporation as the Board maggkete, in its sole discretion, consistent withpghevisions of the NCBCA and these Articles
of Incorporation. The Board of Directors may nofegate its authority over the expenditure of funfithe Corporation except to a committee
of the Board and except to one or more officerthefCorporation elected by the Board. No committa@prised of persons other than
members of the Board of Directors shall possegxercise any authority in the management of thénkeas and affairs of the Corporation.

SIXTH: (a) The Corporation shall, to the fullestent from time to time permitted by law, indemnify Directors and officers against all
liabilities and expenses in any suit or proceedimdeether civil, criminal, administrative or invegitive, and whether or not brought by or on
behalf of the Corporation, including all appealsréfrom, arising our of their status as such oir gwtivities in any of the foregoing
capacities, unless the activities of the persdmetindemnified were at the time taken known orew&ld by such Director or officer to be
clearly in conflict with the best interests of fBerporation. The Corporation shall likewise andhi® same extent indemnify any person who,
at the request of the Corporation, is or was sgrama Director, officer, partner, trustee, empéogeagent of another foreign or domestic
corporation, partnership, joint venture, trust threw enterprise, or as a trustee or administratdeuany employee benefit plan.

(b) The right to be indemnified hereunder shallude, without limitation, the right of a Director officer to be paid expenses in advance of
the final disposition of any proceedings upon rgef an undertaking to repay such amount unlesisall ultimately be determined that he or
she is entitled to be indemnified hereunder.

(c) A person entitled to indemnification hereunsdiall also be paid reasonable costs, expensedtandeys' fees (including expenses) in
connection with the enforcement of rights to theeimnification granted hereunder.

(d) The foregoing rights of indemnification shatltrbe exclusive of any other rights to which theseking indemnification may be entitled
and shall not be limited by the provisions of Satt5-8-51 of the NCBCA or any successor statute.

(e) The Board of Directors may take such actioit dsems necessary or desirable to carry out tinelennification provisions, including
adopting procedures for determining and enforcirggrights guaranteed hereunder, and the Boardret@rs is expressly empowered to
adopt, approve and amend from time to time suclaBy] resolutions or contracts implementing suclipians or such further
indemnification arrangement as may be permittethiwy

(f) Neither the amendment or repeal of this Articler the adoption of any provision of these Ag&bf Incorporation inconsistent with this
Article, shall eliminate or reduce any right to é@manification afforded by this Article to any persweith respect to their status or any activities
in their official capacities prior to such amendmeapeal or adoption.

SEVENTH: To the full extent from time to time petted by law, no person who is serving or who hagezbas a Director of the Corporation
shall be personally liable in any action for momgt@amages for breach of any duty as a Directogtiadr such action is brought by or in the
right of the Corporation or otherwise. Neither #reendment or repeal of this Article, nor the adwptf any provision of these Articles of
Incorporation inconsistent with this Article, shaliminate or reduce the protection afforded by thiticle to a Director of the Corporation
with respect to any matter which occurred, or ig @ause of action, suit or claim which but for tAiticle would have accrued or arisen, pi
to such amendment, repeal or adoption.

EIGHTH: The provisions of Article 9A of the NCBCAall not be applicable to the Corporation.

NINTH: Except as may be otherwise determined byBbard of Directors, the Shareholders of the Cafion shall have access as a matt
right only to the books and records of the Corporaas may be required to be made available tafeedhibhareholders by the NCBCA.

TENTH: To the extent that there ever may be incsinsicy between these Articles of Incorporation taedBylaws of the Corporation as may
be adopted or amended from time to time, the Agsidf Incorporation shall always contr



Exhibit 3.02
BYLAWS
OF
TRICON Global Restaurants, Inc.
ARTICLE 1 - OFFICES

Section 1. Offices. The principal office of TRICGBobal Restaurants, Inc. (the "Corporation”) in 8tate of North Carolina shall be in the
City of Raleigh. The Corporation may have officesuach other places, either within or without that& of North Carolina, as the Board of
Directors may from time to time determine.

ARTICLE 2 - MEETINGS OF SHAREHOLDERS

Section 1. Place of Meeting. Meetings of Sharefhsldball be held at such places, either within ithaut the State of North Carolina, as s
be designated in the notice of the meeting.

Section 2. Annual Meeting. The annual meeting ar8holders shall be held on such date and at suehats the Board of Directors shall
determine each year in advance thereof, for thpqaer of electing Directors of the Corporation amaltransaction of such business as may be
a proper subject for action at the meeting.

Section 3. Special Meetings. Special meetings af&iolders shall be held at such places and tisidstarmined by the Board of Director.
their discretion as provided in the Articles of dngoration.

Section 4. Notice of Meetings. At least 10 and rayerthan 60 days prior to any annual or speciatimgef Shareholders, the Corporation
shall notify Shareholders of the date, time andlaf the meeting and, in the case of a speciatingeer where otherwise required by the
Articles of Incorporation or by statute, shall lfiifedescribe the purpose or purposes of the mee®mdy business within the purpose or
purposes described in the notice may be condutt@decial meeting. Unless otherwise requirechbyArticles of Incorporation or by
statute, the Corporation shall be required to giotice only to Shareholders entitled to vote atrttesting. If an annual or special
Shareholders' meeting is adjourned to a differat#,dime or place, notice thereof need not bergif/the new date, time or place is
announced at the meeting before adjournment. dvanecord date for the adjourned meeting is fixespant to Article 7, Section 5 hereof,
notice of the adjourned meeting shall be giveneispns who are Shareholders as of the new rectedlfienailed, notice shall be deemed to
be effective when deposited in the United Stateib with postage thereon prepaid, correctly addréseghe Shareholder's address shown in
the Corporation's current record of Shareholders.

Section 5. Quorum, Presiding Officer. Except agnfilise prescribed by statute, the Articles of Ipooation or these Bylaws, at any meeting
of the Shareholders of the Corporation, the presémperson or by proxy of the holders of recor@ ofiajority of the issued and outstanding
shares of capital stock of the Corporation entittedote thereat shall constitute a quorum fortthasaction of business. In the absence of a
guorum at such meeting or any adjournment or adjoents thereof, the holders of record of a majaitguch shares so present in person or
by proxy and entitled to vote thereat may adjobmrneeting from time to time until a quorum shallgresent. At any such adjourned
meeting at which a quorum is present, any busimessbe transacted which might have been transattd® meeting as originally called.
Meetings of Shareholders shall be presided oveh&yhairman or Vice Chairman of the Board, ongiither is present, by another officer or
Director who shall be designated to serve in syemeby the Board. The Secretary of the Corporatioran Assistant Secretary designate:
the officer presiding at the meeting, shall acBasretary of the meeting.

Section 6. Voting. Except as otherwise prescribedthtute, the Articles of Incorporation or thesdavs, at any meeting of the Shareholders
of the Corporation, each Shareholder shall beledtib one vote in person or by proxy for each slwdvoting capital stock of the
Corporation registered in the name of such Shadehaln the books of the Corporation on the datedfipursuant to these Bylaws as the
record date for the determination of Shareholdeti¢led to vote at such meeting. No proxy shalvbted after eleven (11) months from its
date unless said proxy provides for a longer pei$dres of its voting capital stock belongingh® €orporation shall not be voted either
directly or indirectly. The vote for the electiohDirectors, other matters expressly prescribegthyute, and, upon the direction of the
presiding officer of the meeting, the vote on atlyeo question before the meeting, shall be by ballo

Section 7. Notice of Shareholder Proposal. Forrtessi proposed by a Shareholder (other than direotainations) to be a proper subject for
action at an annual meeting of Shareholders, iitiaddo any requirement of law, the Shareholdeshiimely request (by certified mail -
return receipt requested) that the proposal beidisd in the Corporation's proxy statement for tleeting, and such request must satisfy all of
the provisions of Rule 14a-8 under the SecuritieshBnge Act of 1934, as amended.

Section 8. Postponement of Shareholders Meetirggh&duled annual or special meeting of Sharehoidaysbe postponed by the Board of
Directors by public notice given at or prior to tiree of the meeting



ARTICLE 3 - BOARD OF DIRECTORS

Section 1. General Powers. Except as otherwiseseslyrprovided in the Articles of Incorporationkyr statute, the Board of Directors shall
have the exclusive power and authority to direchaggment of the business and affairs of the Cotiporand shall exercise all corporate
powers, and possess all authority, necessary eoppate to carry out the intent of this provisiamd which are customarily exercised by the
board of directors of a public company.

Section 2. Number, Term and Qualification. The namberm and qualification of Directors of the Caorgtion shall be as provided in the
Articles of Incorporation.

Section 3. Removal. Directors may be removed fréficeonly for the reasons, if any, specified i thrticles of Incorporation.
Section 4. Vacancies. Vacancies occurring in thar8of Directors shall be filled only as providecthe Articles of Incorporation.

Section 5. Compensation. Compensation for the aeswf Directors as such shall be determined eixelysby the Board of Directors as
provided in the Articles of Incorporation.

ARTICLE 4 - MEETINGS OF DIRECTORS

Section 1. Annual and Regular Meetings. All anrarad regular meetings of the Board of Directorsidi&held at such places and times as
determined by the Board of Directors in their digitm as provided in the Articles of Incorporation.

Section 2. Special Meetings. Special meetings®Bbard of Directors shall be held at such placektanes as determined by the Board of
Directors in their discretion as provided in thdiéles of Incorporation.

Section 3. Notice of Meetings. Unless the Boar®ioéctors by resolution determines otherwise inoadance with authority set forth in the
Articles of Incorporation, all meetings of the Bdaf Directors may be held without notice of théegdime, place or purpose of the meeting.
The Secretary shall give such notice of any mestaadled by the Board by such means of communicatsomay be specified by the Board.

Section 4. Quorum. A majority of the Directors iifice shall constitute a quorum for the transactiébusiness at any meeting of the Board
of Directors.

Section 5. Manner of Acting. A majority of Direcéowho are present at a meeting at which a quoryresent will constitute the required
vote to effect any action taken by the Board oEbiors.

Section 6. Action Without Meeting. Action requiredpermitted to be taken at a meeting of the Baérirectors may be taken without a
meeting if the action is taken by all members ef Board. The action must be evidenced by one oemoaitten consents signed by each
Director before or after such action, describing dlction taken, and included in the minutes odfiléth the corporate records. Action taken
without a meeting is effective when the last Dicectigns the consent, unless the consent speaifiiféerent effective date.

Section 7. Meeting by Communications Device. Thar8®f Directors may permit Directors to particgat any meeting of the Board of
Directors by, or conduct the meeting through the afs any means of communication by which all Dioes participating may simultaneously
hear each other during the meeting. A Directorigigdting in a meeting by this means is deemecketpriesent in person at the meeting.

ARTICLE 5 - COMMITTEES

Section 1. Election and Powers. The Board of Dinectay appoint such committees with such membhosshall have such powers and
authority as may be determined by the Board asigedvin the Articles of Incorporation. To the extepecified by the Board of Directors or
in the Articles of Incorporation, each committealshave and may exercise the powers of the Baatlld management of the business and
affairs of the Corporation, except that no commitball have authority to do the following:

(a) Authorize distributions.

(b) Approve or propose to Shareholders action redguio be approved by Shareholders.
(c) Fill vacancies on the Board of Directors oramy of its committees.

(d) Amend the Articles of Incorporation.

(e) Adopt, amend or repeal the Bylaws.

(f) Approve a plan of merger not requiring Shareleolapproval



(9) Authorize or approve the reacquisition of seasxcept according to a formula or method presdriiy the Board of Directors.

(h) Authorize or approve the issuance, sale orraghfor sale of shares, or determine the designatnd relative rights, preferences and
limitations of a class or series of shares, extiegitthe Board of Directors may authorize a comarifor a senior executive officer of the
Corporation) to do so within limits specificallygscribed by the Board of Directors.

Section 2. Removal; Vacancies. Unless the Boafirgctors by resolution determines otherwise inoagance with authority specified in the
Articles of Incorporation, any member of a comn@tteay be removed at any time exclusively by ther8oé Directors with or without
cause, and vacancies in the membership of a coesratt a result of death, resignation, disqualiicadr removal shall be filled by a major
of the whole Board of Directors. The Board may dage any committee, either with or without cagdeny time.

Section 3. Meetings. The provisions of Article 4gming meetings of the Board of Directors, actidthout meeting, notice, waiver of noti
and quorum and voting requirements shall apphéocommittees of the Board and its members toxtenenot otherwise prescribed by the
Board in the resolution authorizing the establishhod the committee.

Section 4. Minutes. Each committee shall keep nemof its proceedings and shall report thereohe@doard of Directors at or before the
next meeting of the Board.

ARTICLE 6 - OFFICERS

Section 1. Titles. Pursuant to authority confelirethe Articles of Incorporation, the Board of Diters shall have the exclusive power and
authority to elect from time to time such officefshe Corporation, including a Chairman and a iderg (one of whom shall be the Chief
Executive officer), a Vice Chairman, one or moreé&ixive Vice Presidents, one or more Senior Viasigents, one or more Vice Preside
a Chief Financial Officer, a General Counsel, at@oier, a Treasurer, a Secretary, one or morestasi Controllers, one or more Assistant
Treasurers, and one or more Assistant Secretaridssuch other officers as shall be deemed negessdesirable from time to time. The
officers shall have the authority and perform thées set forth herein or as from time to time rbayprescribed by the Board of Directors.
Any two or more offices may be held by the saméviddal, but no officer may act in more than onpasity where action of two or more
officers is required.

The officers of the Corporation may appoint onenore individuals to hold a title which includes #&sant or Deputy together with one of the
officer titles indicated above. An individual hahdj such title by virtue of being so appointed rathan by virtue of being elected to such
position by the Board of Directors shall not beoficer of the Corporation for purposes of the Algs of Incorporation or these Bylaws.

Section 2. Election; Removal. Pursuant to autharityferred in the Articles of Incorporation, thdiodérs of the Corporation shall be elected
exclusively by the Board of Directors and shallvseat the pleasure of the Board as specified airteof their election, until their success
are elected and qualify, or until the earlier ddittresignation or removal. Pursuant to authorigferred in the Articles of Incorporation, any
officer may be removed by the Board at any timénwit without cause.

Section 3. Compensation. Pursuant to authorityaroed in the Articles of Incorporation, the compaitn of the officers shall be fixed by t
Board of Directors.

Section 4. General Powers of Officers. Except ag In@aotherwise provided in these Bylaws or in theetN Carolina Business Corporation
Act, the Chairman, the Vice Chairman, the Presidemy Executive Vice President, any Senior Viceskelent, any Vice President, the Chief
Financial Officer, the General Counsel, the Cotgrothe Treasurer, the Secretary, or any onearfithmay (i) execute and deliver in the ni
of the Corporation, in the name of any divisiortted Corporation, or in both names, any agreementract, deed, instrument, power of
attorney or other document pertaining to the bussiree affairs of the Corporation or any divisiortted Corporation, and (ii) delegate to any
employee or agent the power to execute and deivgisuch agreement, contract, deed, instrumentepofiattorney or other document.

Section 5. Chief Executive Officer. The Chief Exio Officer of the Corporation shall report didgdo the Board. Except in such instances
as the Board may confer powers in particular treti@as upon any other officer, and subject to thetiol and direction of the Board, the
Chief Executive Officer shall manage the busineskaifairs of the Corporation and shall communidathe Board and any committee
thereof reports, proposals and recommendationth&ir respective consideration or action. He mayuld perform all acts on behalf of the
Corporation.

Section 6. Chairman. The Chairman shall presigeestings of the Board of Directors and the Shadssland shall have such other powers
and perform such other duties as the Board maypbesor as may be prescribed in these Bylaws.

Section 7. Vice Chairman. The Vice Chairman shallehsuch powers and perform such duties as thedlBwdahe Chairman (to the extent he
is authorized by the Board of Directors to presetite authority and duties of other officers) mayf time to time prescribe or as may be
prescribed by these Bylaws.

Section 8. President. The President shall have goaters and perform such duties as the Board an@lief Executive Officer (to the extent
he is authorized by the Board of Directors to priescthe authority and duties of other officers)ynframm time to time prescribe or as may be
prescribed by these Bylaw



Section 9. Executive Vice Presidents, Senior Viesidents and Vice Presidents. The Executive ViesiBents, Senior Vice Presidents and
Vice Presidents shall have such powers and pergoch duties as the Board or the Chief Executivéec@ff( to the extent he is authorized by
the Board of Directors to prescribe the authoritg duties of other officers) may from time to tiprescribe or as may be prescribed by these
Bylaws.

Section 10. Chief Financial Officer. The Chief Fiag&l Officer shall have powers and perform suctieduas the Board or the Chief Execu
Officer(to the extent he is authorized by the Baafr®irectors to prescribe the authority and dutiésther officers) may from time to time
prescribe or as may be prescribed in these Byl@is.Chief Financial Officer shall present to theaBbsuch balance sheets, income
statements, budgets and other financial statena@tseports as the Board or the Chief Executivec@(ff(to the extent he is authorized by the
Board of Directors to prescribe the authority antla$ of other officers) may require and shall perf such other duties as may be prescribed
or assigned pursuant to these Bylaws and all @tisrincident to the position of Chief FinanciafiCHr.

Section 11. Controller. The Controller shall bepassible for the maintenance of adequate accoungiogyds of all assets, liabilities, capital
and transactions of the Corporation. The Contralall prepare such balance sheets, income staterbexgets and other financial
statements and reports as the Board or the Chefliive Officer or the Chief Financial officer ftwe extent they are authorized by the Bc
of Directors to prescribe the authority and dutiesther officers) may require, and shall perfoumts other duties as may be prescribed or
assigned pursuant to these Bylaws and all otheriacident to the position of Controller.

Section 12. Treasurer.

(a) The Treasurer shall have the care and custbdl funds and securities of the Corporation ex@pmay be otherwise ordered by the
Board, and shall cause such funds (i) to be indesteeinvested from time to time for the benefittee Corporation as may be designated by
the Board or by the Chairman, the Vice Chairmaa,Rresident, the Chief Financial Officer or theaBuarer (to the extent they are authorized
by the Board of Directors to make such designajiaos(ii) to be deposited to the credit of the @anation in such banks or depositories as
may be designated by the Board or by the Chairthe@nPresident, the Chief Financial Officer or threaBurer (to the extent they are
authorized by the Board of Directors to make sussighations), and shall cause such securities pdaoed in safekeeping in such manner as
may be designated by the Board or by the Chairthe@nPresident, the Chief Financial Officer or threaBurer (to the extent they are
authorized by the Board of Directors to make sussighations).

(b) The Treasurer or such other person or persensay be designated for such purpose by the Badrg the Chairman, the President, the
Chief Financial Officer or the Treasurer (to théeei they are authorized by the Board of Directomake such designations) may endorse in
the name and on behalf of the Corporation all iments for the payment of money, bills of ladingr@house receipts, insurance policies and
other commercial documents requiring such endoraseme

(c) The Treasurer or such other person or persensag be designated for such purpose by the Bodrg the Chairman, the President, the
Chief Financial Officer or the Treasurer (to theéeen they are authorized by the Board of Directomake such designations), (i) may sigi
receipts and vouchers for payments made to thedCatipn; (ii) shall provide a statement of the casbount of the Corporation to the Board
as often as it shall require the same; and (i&llsnter regularly in the books to be kept forttharpose full and accurate account of all
moneys received and paid on account of the Corporand of all securities received and deliveredigyCorporation.

(d) The Treasurer shall perform such other dutsasay be prescribed or assigned pursuant to th@ag8and all other acts incident to the
position of Treasurer.

Section 13. Secretary. The Secretary shall keemthates of all meetings of the Shareholders, tbar8 and the Committees of the Board.
The Secretary shall attend to the giving and sgreimall notices of the Corporation, in accordandth the provisions of these Bylaws and as
required by the laws of the State of North Caroliflae Secretary shall cause to be prepared andairad (i) at the office of the Corporation
a stock ledger containing the names and addre$séisShareholders and the number of shares hekeblo and (ii) any list of Shareholders
required by law to be prepared for any meetinghar8holders. The Secretary shall be responsibliéocustody of all stock books and of all
unissued stock certificates. The Secretary shat&éeustodian of the seal of the Corporation. $beretary shall affix or cause to be affixed
the seal of the Corporation, and when so affixey attest the same and shall perform such otheesla may be prescribed or assigned
pursuant to these Bylaws and all other acts intittethe position of Secretary.

Section 14. Voting upon Securities. Unless othexwisiered by the Board of Directors, the Chairntfae President, any Executive Vice
President, any Senior Vice President or any Viasiéent shall have full power and authority on febfethe Corporation to attend, act and
vote at meetings of the security holders of anytyeirt which this Corporation may hold securitiesd at such meetings shall possess anc
exercise any and all rights and powers incidetitéoownership of such securities and which, a®tmeer, the Corporation might have
possessed and exercised if present. The Boardrefidis may by resolution from time to time cordach power and authority upon any
person or persons.

Section 15. Continuing Determination by Board. pdwers and duties of the officers shall be sulifeet continuing determination by the
Board of Directors.

ARTICLE 7 - CAPITAL STOCK



Section 1. Certificates. Unless the Board determotberwise, shares of the capital stock of thep@mattion shall be represented by
certificates. The name and address of the personbam shares of capital stock of the Corporatienissued, with the number of shares and
date of issue, shall be entered on the stock ®ans€ords of the Corporation. Certificates forrebaf the capital stock of the Corporation
shall be in such form not inconsistent with theides of Incorporation of the Corporation as shallapproved by the Board of Directors.
Each certificate shall be signed (either manuallpyofacsimile) by (a) the Chairman, the Presiderany Vice President, and by the
Secretary, any Assistant Secretary, the Treasur@nypAssistant Treasurer or (b) any two officegsignated by the Board of Directors. Each
certificate may be sealed with the seal of the Gfon or facsimile thereof.

Section 2. Transfer of Shares. Transfers of stetrelt be made on the stock transfer records o€tirgoration, and transfers shall be made
only upon surrender of the certificate for the sisasought to be transferred by the holder of reoolwy a duly authorized agent, transferee or
legal representative. All certificates surrendefardransfer or reissue shall be cancelled befen certificates for the shares shall be issued.

Section 3. Transfer Agent and Registrar. The Bofulllirectors may appoint one or more transfer agant one or more registrars of
transfers and may require all stock certificateseigned or countersigned by the transfer agehtegistered by the registrar.

Section 4. Regulations. The Board of Directors mmake such rules and regulations as it deems exgazacerning the issue, transfer and
registration of shares of capital stock of the @oagion.

Section 5. Fixing Record Date. For the purposeedéianining Shareholders entitled to notice of ovdte at any meeting of Shareholders, or
entitled to receive payment of any dividend, ooiider to make a determination of Shareholdersrgrather purpose, the Board of Directors
may fix in advance a date as the record date #od#termination of Shareholders. The record dat# sbt be more than 60 days before the
meeting or action requiring a determination of &hatders. A determination of Shareholders entiibedotice of or to vote at a Shareholders'
meeting shall be effective for any adjournmenthaef meeting unless the Board of Directors fixesva rezord date, which it shall do if the
meeting is adjourned to a date more than 120 di#grsthe date fixed for the original meeting. If rezord date is fixed for the determination
of Shareholders, the record date shall be thetdapnatice of the meeting is mailed or the day dt®a requiring a determination of
Shareholders is taken.

Section 6. Lost Certificates. In case of loss,tthafitilation or destruction of any certificate @e@ncing shares of the capital stock of the
Corporation, another may be issued in its placenypoof of such loss, theft, mutilation or destroictand upon the giving of an indemnity or
other undertaking to the Corporation in such fomd & such sum as the Board may direct.

ARTICLE 8 - GENERAL PROVISIONS

Section 1. Dividends and other Distributions. TheaRl of Directors may from time to time declare #mel Corporation may pay dividends or
make other distributions with respect to its outdtag shares in the manner and upon the terms@mtitions provided by law.

Section 2. Seal. The seal of the Corporation sfeliny form approved from time to time by the Boafr®irectors.

Section 3. Waiver of Notice. Whenever notice isuiggf to be given to a Shareholder, Director oepfferson under the provisions of these
Bylaws, the Articles of Incorporation or applicalskatute, a waiver in writing signed by the persopersons entitled to the notice, whether
before or after the date and time stated in the@oand delivered to the Corporation, shall bevegent to giving the notice.

Section 4. Depositaries. The Chairman, the Presittem Chief Financial Officer, and the Treasumer @ach authorized to designate
depositaries for the funds of the Corporation dapdsn its name or that of a division of the Cagt@n, or both, and the signatories with
respect thereto in each case, and from time tq tisnehange such depositaries and signatories,thdtlsame force and effect as if each such
depository and the signatories with respect theaatbchanges therein had been specifically desdratauthorized by the Board; and each
depositary designated by the Board or by the Clairrthe President, the Chief Financial Officerthar Treasurer shall be entitled to rely
upon the certificate of the Secretary or any AasisBecretary of the Corporation setting forthfdet of such designation and of the
appointment of the officers of the Corporation bother persons who are to be signatories witheetsip the withdrawal of funds deposited
with such depositary, or from time to time the fatany change in any depositary or in the sign@sowith respect thereto.

Section 5. Signatories. Unless otherwise desigriatdtie Board or by the Chairman, the PresideetChief Financial Officer or the
Treasurer, all notes, drafts, checks, acceptamusrmaers for the payment of money shall be

(a) signed by the Treasurer or any Assistant Treasund (b) countersigned by the Controller or Asgistant Controller, or either signed or
countersigned by the Chairman, the Vice ChairnmtamPresident, any Executive Vice president, anyoB&fice President or any Vice
President in lieu of either the officers designateth) or the officers designated in (b) of thexfon.

Section 6. Proxies. Unless otherwise provided foa lbesolution of the Board, the Chief Executivéi€@f, or any Vice President or Secretary
or Assistant Secretary designated by the Board, fnoay time to time appoint an attorney or attorneysagent or agents of the Corporation to
cast, in the name and on behalf of the Corporati@yotes which the Corporation may be entitledast as the holder of stock or other
securities in any other corporation, any of whdselsor other securities may be held by the Conpmmaat meetings of the holders of the
stock or other securities of such other corporatioto consent in writing, in the name of the Cagtion as such holder, to any action by such
other corporation, and may instruct the personeosqns so appointed as to the manner of castifgwaies or giving such consent, and may
execute or cause to be executed in the name abdhaif of the Corporation and under its corporatd,or otherwise, all such written prox



or other instruments as he may deem necessarypepin the premises.
Section 7. Fiscal Year. The fiscal year of the @oagion shall be fixed by the Board of Directors.

Section 8. Amendments. These Bylaws may be amendexpealed by the Board of Directors, including Bylaw adopted, amended, or
repealed by the Shareholders generally. These Byttaay be amended or repealed by the Shareholdenstiesugh the Bylaws may also be
amended or repealed by the Board of Direct



Exhibit 10.01
TAX SEPARATION AGREEMENT
between

PEPSICO, INC.,
on behalf of itself
and the members

of the PEPSICO GROUP

and

TRICON GLOBAL RESTAURANTS, INC,,
on behalf of itself
and the members
of the TRICON GROUF



TAX SEPARATION AGREEMENT

This Agreement is entered into as of the [ ] daj]pfL997 between PepsiCo, Inc. ("PepsiCo"), ath@arolina corporation, on behalf of its
and the members of the PepsiCo Group, and TRICQMabRestaurants, Inc. ("TRICON"), a North Carolamaporation, on behalf of itself
and the members of the TRICON Group.

WITNESSETH:

WHEREAS, pursuant to the tax laws of various judgdns, certain members of the TRICON Group, &med below, presently file certain
tax returns on an affiliated, consolidated, combjneitary, fiscal unity or other group basis (uihg as permitted by Section 1501 of the

Internal Revenue Code of 1986, as amended (thee'QJodith certain members of the PepsiCo Groupgedged below (each such group, a
"Consolidated Group");

WHEREAS, PepsiCo and TRICON intend to enter inBeaaration Agreement dated as of [ ], 1997 (thg@d8sion Agreement"), providing
for the distribution by PepsiCo to its shareholdrall of the common stock of TRICON that is helg PepsiCo (the "Distribution”) and
certain other matters;

WHEREAS, PepsiCo and TRICON desire to set fortlir thgreement on the rights and obligations of FeépsTRICON and the members of
the PepsiCo Group and the TRICON Group, respegtivdth respect to the handling and allocationexfdral, state, local and foreign Taxes
incurred in Taxable periods beginning prior to Bistribution Date, Taxes resulting from transacti@ffected in connection with the
Distribution (the "Restructuring") and various atfi@x matters;

NOW, THEREFORE, in consideration of the mutual ctavets and agreements hereinafter set forth, theepagree as follow:
1. Definitions
(&) As used in this Agreement:

"Affiliate" of any Person shall mean (i) any indival, corporation, partnership or other entity ciseor indirectly owning more than 50
percent (by vote or value) of, owned more than &egnt (by vote or value) by, or under more thap&@ent (by vote or value) common
ownership with, such Person, and (ii) any entigt ik entitled to the benefit of any Tax Assetudls Person under applicable law, any entity
with any Tax Asset to which such Person is entittethe benefit of under applicable law, or anyitgnwhich is entitled or required to transfer
or assign income, revenues, receipts, or gainsdio Berson under applicable law.

"After-Tax Amount" shall mean an additional amounetessary to reflect the hypothetical Tax conserpgenf the receipt or accrual of any
payment, using the maximum statutory rate (or ratethe case of an item that affects more thanTane applicable to the recipient of such
payment for the relevant year, reflecting for extanthe effect of the deductions available foriegt paid or accrued and for Taxes such as
state and local income Taxes.

"Consolidated Group" shall have the meaning asdribét in the first "whereas" clause in this Agment; provided, however, that
"Consolidated Group" shall also include (i) anyilidte of PepsiCo that filed (or will file) any Riistribution Period Returns that reflect the
income, assets or operations of a Restaurant Bassarad (ii) any Affiliate of TRICON that filed (aovill file) any Pre-Distribution Period
Returns that reflect the income, assets or op@rsitid a Non-Restaurant Business.

"Distribution” shall mean the distribution by Pepsiof all of the common stock of TRICON that ischely PepsiCo to PepsiCo's sharehols
pursuant to the Separation Agreement.

"Distribution Date" shall mean the date on whicé Bistribution shall be effected.
"Federal Tax" shall mean any Tax imposed underiaist of the Code and any related penalty impaseder Subtitle F of the Code.

"Final Determination” shall mean (i) with respeztRederal Taxes, (A) a "determination” as defime8ection 1313(a) of the Code, or (B) the
date of acceptance by or on behalf of the IRS offF870-AD (or any successor form thereto), as al fiesolution of Tax liability for any
Taxable period, except that a Form 870-AD (or sssoeform thereto) that reserves the right of &xpayer to file a claim for refund or the
right of the IRS to assert a further deficiencylshat constitute a Final Determination with respiecthe item or items so reserved; (ii) with
respect to Taxes other than Federal Taxes, anlyd@tarmination of liability in respect of a Taxathunder applicable law, is not subject to
further appeal, review or modification through predings or otherwise; (iii) any final disposition feason of the expiration of the applicable
statute of limitations; or (iv) the payment of Tlax PepsiCo, TRICON, or any member of the PepsiGmuor the TRICON Group,
whichever is responsible for payment of such Tadewrapplicable law, with respect to any item dma#d or adjusted by a Taxing Authority,
provided that the provisions of Section 8 hereafehlbeen complied with, or, if such section is inagable, that the party responsible under
the terms of this Agreement for such Tax is ndditiy the party paying such Tax that it has deteeahithhat no action should be taken to
recoup such disallowed item, and the other pantgegwith such determinatic



"IRS" shall mean the Internal Revenue Service.

"LIBOR" shall be determined on the basis of theedtl rates for deposits in U.S. Dollars for a penb30 days which appear on the Reuters
Screen LIBO Page as of 11:00 a.m., London timat léast two rates appear on the Reuters Screed Pi&je, the rate will be the arithmetic
mean of such rates.

"Non-Restaurant Business" shall mean any busirtbes than a Restaurant Business.

"PepsiCo Group" shall mean, with respect to anyabéxperiod, PepsiCo and its Affiliates (includithgir predecessors and successors) ¢
time prior to the Distribution other than those ildites comprising the TRICON Group.

"PepsiCo Tax Liability" shall mean, with respectiny Consolidated Group and any Taxable periodP#msiCo Group's share of the Tax
liability of such Consolidated Group, computedfabé relevant members of the PepsiCo Group wetamd never were part of such
Consolidated Group, but rather were a separatés#fi group of corporations filing a similar groRgturn (provided, however, that
transactions with any member of the TRICON Growgiuded in such Consolidated Group shall not bertaki account until the first
Taxable period in which such transaction is reqlitebe taken into account for Tax purposes unppliGable law). Such computation shall
be made (A) without regard to the income, dedusti@mcluding net operating loss and capital lostudéons) and credits in any year of any
member of the TRICON Group, except to the exteat shpayment was made to any member of the TRIC@Ni3with respect thereto, (B)
by taking account of any Tax Asset of the Pepsi@au@, (C) with regard to net operating loss andtahfwss carryforwards and carrybacks
and minimum Tax credits from earlier years of tiep$Co Group and without reduction for any suckdss carryforwards, carrybacks or
credits used by any member of the TRICON Group,bpapplying the maximum applicable statutory Taterin effect under applicable law
during the relevant year, and (E) reflecting theifians, elections and accounting methods usetiéybnsolidated Group in preparing the
relevant Return for the Consolidated Group.

"PepsiCo Vice President, Tax" shall include anycsssor position or title.
"Person” shall have the meaning ascribed to itictiBn 7701(a)(1) of the Code.
"Post-Distribution Period" shall mean any taxabdeigd (or portion thereof) beginning after the elag business on the Distribution Date.

"Pre-Distribution Period" shall mean any Taxablegeending on or before the close of businessherDistribution Date; provided that if a
Taxable period ending after the Distribution Datetains any days which fall prior to or on the Blmition Date, any portion of such Taxal
period up to and including the Distribution Datallalso be included in the Pre-Distribution Period

"Prime" shall mean the rate announced from timtnte as "prime" by Chase Manhattan Bank as its @niate with respect to the applicable
currency.

"Restaurant Business" shall mean any businesdtgassociated with the operation, developmentdhésing and licensing of restaurants
(including the casual dining restaurants), as datexd by the PepsiCo Vice President, Tax in aceurdavith past practice.

"Return” shall mean any Tax return, statement, ntefimrm, election, claim or surrender (includirgtimated Tax returns and reports,
extension requests and forms, and information metand reports) required to be filed with any Tgxuthority.

"Tax" (and the correlative meaning, "Taxes," "TaKiand "Taxable") shall mean (A) any tax imposedarSubtitle A of the Code, or any
income, gross income, gross receipts, alternatiaeld-on minimum, sales, use, business and ocoupathlue-added, trade, goods and
services, ad valorem, franchise, profits, licelmsesiness royalty, withholding, payroll, employmes#pital, excise, transfer, recording,
severance, stamp, occupation, premium, propersgtaal estate acquisition, environmental, cugtaty, or other tax, governmental fee or
other like assessment or charge of any kind whae&pegether with any interest and any penaltgjtamh to tax or additional amount
imposed by a Taxing Authority; (B) any liability afmember of the PepsiCo Group or the TRICON Graayhe case may be, for the
payment of any amounts of the type described insggA) for any Taxable period resulting from saodmber being a part of a Consolidated
Group pursuant to the application of Treasury Ratijph Section 1.1508-or any similar provision applicable under stédeal or foreign law
or (C) any liability of a member of the PepsiCo @Gumr the TRICON Group for the payment of any antisuaiescribed in clause (A) as a
result of any express or implied obligation to imohéfy any other party.

"Tax Asset" shall mean any net operating losscapital loss, investment Tax credit, foreign Taadit, target jobs Tax credit, low income
housing credit, research and experimentation greldiritable deduction, or any other loss, credifax attribute, including additions to basis
of property and attributes which reduce or offsdtie-added Tax liability, which could reduce anyx T@omestic or foreign), including,
without limitation, deductions, credits, or altetima minimum net operating loss carryforwards retbto alternative minimum Taxes.

"Tax Packages" shall mean one or more packagegarhiation that are (i) reasonably necessary ferpilrpose of preparing Returns of any
Consolidated Group with respect to a Pre-Distrirut?eriod and (ii) completed in all material regpéic accordance with the standards that
PepsiCo has established for its subsidiaries \eitpect to the relevant I-Distribution Period



"Tax Proceeding" shall mean any Tax audit, disputeroceeding (whether administrative or judicial).

"Taxing Authority" shall mean any governmental awity (domestic or foreign), including, without litation, any state, municipality,
political subdivision or governmental agency, raspble for the imposition of any Tax.

"TRICON Group" shall mean TRICON and its Affiliataamediately after the Distribution Date, includiagy predecessors thereto; provic
however, that for purposes of determining whetlmeertity is a member of the TRICON Group, a tranefeébeneficial ownership of an entity
shall be treated as a transfer of title, regarddésghether title has actually passed; providethien, that to the extent that an affiliate of
PepsiCo or TRICON conducted both a Restaurant Basiand a Non-Restaurant Business, the RestawraimeBs shall be treated for
purposes of this Agreement as a separate corporthiid is a member of the TRICON Group and the Restaurant Business shall be treated
for purposes of this Agreement as a separate catiparthat is a member of the PepsiCo Group; pexvidirther, that if with respect to any
PreDistribution Period (or portion thereof) any Aftie of PepsiCo was involved solely in the condtiet Bestaurant Business, such men
shall be treated as a member of the TRICON Groupuoh Pre-Distribution Period (or portion thereaf)d provided further, that if with
respect to any Pre-Distribution Period (or portibareof) any Affiliate of TRICON was not involved the conduct of a Restaurant Business,
such member shall not be treated as a member GRHEON Group for such Pre-Distribution Period fartion thereof).

"TRICON Tax Liability" shall mean, with respectamy Consolidated Group and any Taxable periodTERECON Group's share of the Tax
liability of such Consolidated Group, computedfabeé relevant members of the TRICON Group wereamat never were part of such
Consolidated Group, but rather were a separatiéatdfi group of corporations filing a similar groRgturn (provided, however, that
transactions with any member of the PepsiCo Groaluded in such Consolidated Group shall not benakto account until the first Taxal
period in which such transaction is required taaken into account for Tax purposes under appleil). Such computation shall be made
(A) without regard to the income, deductions (imthg net operating loss and capital loss deduc}tiand credits in any year of any member
of the PepsiCo Group, except to the extent thayangnt was made to any member of the PepsiCo Gvdhpespect thereto, (B) by taking
account of any Tax Asset of the TRICON Group, idaolg net operating loss and capital loss carryfods@nd carrybacks and minimum Tax
credits from earlier years of the TRICON Group tde the extent that such losses, carryforwaraisybacks or credits have been used by
any member of the PepsiCo Group, (C) by applyirgntfaximum applicable statutory Tax rate in effaader applicable law during the
relevant year, and (D) reflecting the positionsctbns and accounting methods used by the CoagetidGroup in preparing the relevant
Return for the Consolidated Group.

(b) Any term used in this Agreement which is ndimked in this Agreement shall, to the extent thateat requires, have the meaning assig
to it in the Code or the applicable Treasury retyofes thereunder (as interpreted in administragprenouncements and judicial decisions) «
comparable provisions of applicable law.

2. Administrative and Compliance Matters.

(a) Sole Tax Sharing Agreement. Any and all exgsfiilax sharing agreements or arrangements, writtemwritten, between any member of
the PepsiCo Group and any member of the TRICON @Gshiall be or shall have been terminated as ofiéle of this Agreement. As of the
date of this Agreement, neither the members offfRECON Group nor the members of the PepsiCo Grdwafl have any further rights or
liabilities thereunder, and this Agreement shaltlesole Tax sharing agreement between the merab#re TRICON Group and the
members of the PepsiCo Group. Notwithstanding éhegoing, if any such termination is not bindingasty Taxing Authority, the TRICON
Group shall hold the affected member of the Pep§&@mp harmless against any adverse effect whialidiwave been avoided if such
termination had been given effect by such TaxinghArity.

(b) Designation of Agent. TRICON and each membehefTRICON Group, and PepsiCo and each membéedPepsiCo Group, as the ¢
may be, in each case with respect to any Consetidatoup of which such Person is a member, heredyoicably authorize PepsiCo or
TRICON, as the case may be, and consistent withgpastice and applicable law, to designate a memb#he PepsiCo Group or the
TRICON Group, as appropriate, or a successor df suember, as its agent, coordinator, and admimisiréor the purpose of taking any and
all actions (including the execution of waiversapplicable statutes of limitation) necessary oidental to the filing of any Return, any
amended Return, or any claim for refund (even whergem or Tax Asset giving rise to an amendediRetr refund claim arises in a Post-
Distribution Period), credit or offset of Tax oryaother proceedings, and for the purpose of makagnents to, or collecting refunds from,
any Taxing Authority, in each case relating onlyatty Pre-Distribution Period. Such designated merabthe PepsiCo Group or the
TRICON Group, as the case may be, as agent, coteetaMRICON or PepsiCo, respectively, that it Ehalresponsible to see that all such
administrative matters relating thereto shall bedied promptly and appropriately.

(c) Pre-Distribution Period Returns. With respecatConsolidated Group, the member of the Pepsi@apsor the TRICON Group, as
applicable, that is required by applicable lawil® the Returns for all Pre-Distribution Perioddlyprepare such Returns with the assistance of
the TRICON Group or the PepsiCo Group, respectivdligh respect to each Consolidated Group, eitheember of the PepsiCo Group or a
member of the TRICON Group, as consistent with pesttice and applicable law, will file the Pre-Dilsution Period Returns for such
Consolidated Group. PepsiCo and the members d?¢psiCo Group shall have the right with respeeirtyp Consolidated Group Returns to
determine (x) the manner in which such returnsudwnts or statements shall be prepared and filetliding, without limitation, the manner
in which any item of income, gain, loss, deductiorcredit shall be reported, (y) whether any extarsshould be requested, and

(2) the elections, including claims and surrendierd).K. group relief and any similar foreign offsag procedures, that will be made by any
member of the PepsiCo Group or the TRICON Grouddition, with respect to all Pre-Distribution Pels, except as provided in Section 8
(b), PepsiCo and the members of the PepsiCo Gtaaiptgave the right to (i) contest, compromiseaitls any adjustment or deficiency
proposed, asserted or assessed as a result ofidihpBany consolidated return filed by the Peps@oup or the TRICON Group, (ii) filt



prosecute, compromise or settle any claim for réfiiii) determine whether any refunds to which BepsiCo Group may be entitled shall be
received by way of refund or credited against theliability of the PepsiCo Group and (iv) determinhether a deposit will be made with a
Taxing Authority to stop the running of interestitirespect to the 1997 Tax year, TRICON and thenb®r's of the TRICON Group shall
prepare and deliver to PepsiCo all Tax Packagdemii20 days after the Distribution Date, regarslieSwhether the member's Taxable year
ends on the Distribution Date.

3. Tax Sharing.

(a) General. For each Taxable period of each Catatetd Group during which income, profits, gainst worth, receipts, sales, loss or credit
against Tax of at least one member of each of RKCDN Group and the PepsiCo Group are includible Return of such Consolidated
Group, the TRICON Group or the PepsiCo Group, gsgpiate, shall pay, as provided in this Sectipto3he PepsiCo Group or the

TRICON Group, respectively, an amount equal toftRéCON Tax Liability or the PepsiCo Tax Liabilitgs appropriate, for such Taxable
period, if any. Any Return filed by an entity debed in clause (i) of the definition of Consolidat&roup shall be treated as required to be
filed by the PepsiCo Group and any payment made pithe Distribution with respect to such Retshall be treated as having been mac
the PepsiCo Group. Any Return filed by an entitgatiébed in clause (ii) of the definition of Conslalted Group shall be treated as required to
be filed by the TRICON Group and any payment maia po the Distribution with respect to such Retghall be treated as having been
made by the TRICON Group.

(b) Estimated Payments. Not later than 3 days aftaember of the PepsiCo Group or a member of RIEDN Group, as the case may be,
makes an estimated Tax payment with respect toxabla period of a Consolidated Group, whether @rsmoh payment is made prior to the
Distribution, the PepsiCo Group shall (i) in goaitli determine the amount of the TRICON Tax Lidpitr the PepsiCo Tax Liability, as
appropriate, pursuant to this Agreement and (iivdea written statement to TRICON reflecting tthetermination described above. Not later
than three days after receipt of such statemeaffRICON Group shall pay to the PepsiCo Group erRRepsiCo Group shall pay to the
TRICON Group, as appropriate, the amount so detexthin accordance with

Section 9 hereof.

(c) Payment of Taxes at Year-End.

(i) Not later than 5 business days before a mermbtre PepsiCo Group or a member of the TRICON @ras the case may be, is require
file a Return (after taking extensions into accyuvith respect to any Consolidated Group for whpayments are to be made under this
Agreement, whether or not such Return is filed pacthe Distribution, the PepsiCo Group shalldglito the TRICON Group a written
statement setting forth the difference betweerh&)TRICON Tax Liability or the PepsiCo Tax Liabjli as appropriate, for such Return, and
(y) the aggregate amount of payments with respeittd TRICON Tax Liability or the PepsiCo Tax Libitlyi, as appropriate, for such year
made pursuant to Section 3(b). Not later than #ie duch Return is required to be filed, the TRICGMgup shall pay to the PepsiCo Group
or the PepsiCo Group shall pay to the TRICON Graspappropriate, in accordance with Section 9 lieamoamount equal to such differer

if any; provided, however, that to the extent spagment is to be made to the TRICON Group andiitbatable to a claim for refund of
Taxes previously paid to a Taxing Authority, theg§i€o Group will not be required to make such payne the TRICON Group.

(if) With respect to each Return described in $2c8(a) above and previously filed by a Consolida®eoup, and for which the TRICON Tax
Liability or the PepsiCo Tax Liability, as the casay be, has not been satisfied in full or for vishise TRICON Group has not paid the
PepsiCo Group in full for a benefit derived frone tise of a Tax Asset of the PepsiCo Group, the TRIGroup shall pay to the PepsiCo
Group or the PepsiCo Group shall pay to the TRIG&Nup, as appropriate, within 30 days of demancefbe, the amount in respect of such
Return as determined by the PepsiCo Vice Presidert,

(d) Certain Other Matters.

(i) With respect to each Consolidated Group, théCKBN Group shall pay to the PepsiCo Group the ddtemefit received by such
Consolidated Group from the use of any Tax Ass¢th@fPepsiCo Group or any Tax Asset attributabthedRestaurant Business which is
reattributed to PepsiCo pursuant to Treasury Réigualas.1.1502-20(g) or any comparable provisioapylicable law, whether arising in a
Pre-Distribution Period or a Post-Distribution PeliSuch benefit shall be considered equal toxbess of the amount of Tax that would
have been payable to a Taxing Authority (or of Tha refund that would have been receivable) by Stmhsolidated Group in the absence of
such Tax Asset over the amount of Tax actually ply a Taxing Authority (or of the Tax refund aaily receivable) by such Consolidated
Group. Payment of the amount of such benefit dimthade within 30 days of the receipt by any membére TRICON Group of any

refund, credit or other offset attributable therfetam the relevant Taxing Authority and the futieturns of the PepsiCo Group shall be
adjusted to reflect such use.

(ii) If, subsequent to the payment by the TRICON @ to the PepsiCo Group of any amount referred 8ection 3(d)(i) above, there shall
be (A) a Final Determination which results in aafl@wance or a reduction of the Tax Asset so usd@)a reduction in the amount of the
benefit realized by the TRICON Group from such Paset as a result of a Final Determination or the ly the TRICON Group of a Tax
Asset of a member of the TRICON Group, the Pep$@mp shall repay to the TRICON Group the amouritivkvould not have been
payable to the PepsiCo Group pursuant to Sectid)fiBbiad the amount of the benefit been determindigjht of such event. In addition, the
PepsiCo Group shall hold each member of the TRI@DdUp harmless for any penalty or interest paybplany member of the TRICON
Group as a result of any such event referred tbdrpreceding sentence, unless such event isw#bile to any action of any member of the
TRICON Group. Any amounts payable under this Secsi@)(ii) shall be paid by the PepsiCo Group witBD days after receipt of written
notice from the TRICON Grou|



(e) Treatment of Adjustments.

(i) Except as provided in clause (iii) below if aagjustment is made in, or if a Taxing Authoritg@sses any deficiency with respect to, a
Return of a Consolidated Group filed by a membeahefTRICON Group which would have increased thesReo Tax Liability under
Section 3(c)(i), then within 30 days after a FiDatermination of the adjustment, the PepsiCo Ghail pay to the TRICON Group the
difference between all payments actually made under

Section 3(c)(i) and all payments that would havenbemade under Section 3(c)(i) taking such adjustimém account.

(i) If any adjustment is made in, or if a Taxingithority assesses any deficiency with respect Retarn of a Consolidated Group filed by a
member of the PepsiCo Group which would have irsgrddahe TRICON Tax Liability under Section 3(c){ijen within 30 days after any
member of the PepsiCo Group makes a payment txiad Authority or makes a deposit with a Taxing Battity to stop the running of
interest with respect to such adjustment, the TRIG&oup shall pay to the PepsiCo Group the diffeedmetween all payments actually m
under Section 3(c)(i) and all payments that wowdehbeen made under Section 3(c)(i) taking sualsadent into account.

(iii) If any adjustment made in, or any deficieragsessed with respect to, a Return of a Consdlidateup results in a reduction in the
amount of the benefit realized by the PepsiCo Gfoump a Tax Asset of the TRICON Group (whether ot the TRICON Group was paid in
respect of such benefit), the TRICON Group shalthiw 30 days after receipt of written notice frahe PepsiCo Group, pay to the PepsiCo
Group the amount of such reduction. In additior, TRICON Group shall hold each member of the Pep&&@up harmless for any penalty
or interest payable by any member of the TRICONuBras a result of any such reduction.

(iv) Any refunds or credits of Tax (including awet of a deposit described in Section 3(e)(ii))eieed by a member of the TRICON Group
relating to a Pre-Distribution Period, shall bedoay such member of the TRICON Group to the Pep§@up within 30 days of receipt;
provided that no such payment shall be requirateaextent such refund or credit is attributablédoa Tax Asset of the PepsiCo Group for
which payment has previously been made by the TRIGDoup, or (y) an adjustment for which paymentdaspect thereof has previously
been made pursuant to Section 3(e)(i) or 3(e)(ii).

4. Certain Representations and Covenants.

(@) (i) TRICON Representations. TRICON and each tramof the TRICON Group represent that as of the Hareof, and covenants that on
the Distribution Date, there is no plan or intent{@) to liquidate TRICON or to merge or consolel@RICON, or any member of the
TRICON Group conducting an active trade or busimebsd upon in connection with the Restructurimghee Distribution, with any other
person subsequent to the Distribution, (B) to seftanchise or otherwise dispose of any assefloge any restaurant unit, of TRICON or any
member of the TRICON Group subsequent to the Distidn, in a manner that would result in any insexhTax liability or reduction of any
Tax Asset of the PepsiCo Group or any member tfigf@pto take any action inconsistent with theoimmhiation and representations furnished
to the IRS or any other Taxing Authority in connestwith the request for a private letter ruling émy comparable pronouncement by a
Taxing Authority under applicable law) with respéxthe Distribution or the Restructuring, (D) tat@r into any negotiations, agreements, or
arrangements with respect to transactions or egmtsiding stock issuances, pursuant to the egeraf options or otherwise, capital
contributions, or acquisitions, but not includitg tDistribution) which, if treated as consummatetbte the proposed distribution, would
result in PepsiCo not having "control" of TRICONtn the meaning of sections 355(a)(1)(A) and 3p8{dche Code at the time of the
Distribution, (E) to make any change in equity staue that would result in PepsiCo not having sledmtrol” (except for the Distribution),

(F) to repurchase stock of TRICON in a manner @gtto the requirements of Revenue Procedure 9&-8Da manner contrary to the
representations made in connection with the recfoest private letter ruling with respect to thesBibution or (G) to take any action that
contravenes any existing gain recognition agreemeather agreement with a Taxing Authority to whany member of the TRICON Group
or the PepsiCo Group is a party.

(i) TRICON and PepsiCo Representations. Each dCIRN, PepsiCo and the members of the TRICON Grawpthe PepsiCo Group,
respectively, represents that as of the date hemadfcovenants that on the Distribution Date heeiT RICON, PepsiCo nor the members of
the TRICON Group or PepsiCo Group, respectivelyafgdicable), is aware of any present plan or itd@rby the current shareholders of
PepsiCo to sell, exchange, transfer by gift, oentlise dispose of any of their stock in, or se@sibf, PepsiCo or TRICON subsequent to the
Distribution. In making this representation, thetigs hereto recognize that the shares of Pepsi€@ad the shares of TRICON will be, lis

on certain stock exchanges and regular publicricanti such shares can be expected.

(b) TRICON Covenants. TRICON covenants to Pepsi@d, tvithout the prior written consent of the PQusVice President, Tax, (i) during
the two-year period following the Distribution Dateither TRICON, nor any member of the TRICON Greopducting an active trade or
business relied upon in connection with the Restringy or the Distribution, will liquidate, merge consolidate with any other person, (ii)
during the two-year period following the Distribori Date TRICON will not sell, refranchise exchandjstribute or otherwise dispose of its
assets or those of any member of the TRICON Grouplose any of its restaurant units or those gfraember of the TRICON Group, in a
manner that would result in any increased Tax litgor reduction of any Tax Asset of the PepsiGo@p or any member thereof, (iii)
following the Distribution, TRICON will, for a mimhum of two years, continue the active conduct eftitstoric business conducted by
TRICON throughout the five year period prior to fistribution, (iv) during the two-year period foling the Distribution Date it will not
enter into any transaction or make any change uityegtructure (including stock issuances, purstaiihe exercise of options or otherwise,
capital contributions, or acquisitions, but notlirting the Distribution) which, if treated as comsuated before the proposed distribution,
would result in PepsiCo not having "control" of TRIN within the meaning of sections 355(a)(1)(A) &6@(c) of the Code at the time of
Distribution,

(v) TRICON will not, nor will it permit any memberf the TRICON Group to, take any action inconsisteith the information an:



representations furnished to the IRS or any otlaing Authority in connection with the request &oprivate letter ruling (or any comparable
pronouncement by a Taxing Authority under appliedbiv) with respect to the Distribution or the Resturing,

(vi) TRICON will not take any action that contrawenany existing gain recognition agreement or adigeeement with a Taxing Authority to
which any member of the TRICON Group or the PepsBZaup is a party, (vii) TRICON will not repurchastck of TRICON in a manner
contrary to the requirements of Revenue ProcedgH#0%r in a manner contrary to the representatioadenin connection with the request

a private letter ruling with respect to the Disttiion, and (viii) on or after the Distribution Dat&ICON will not, nor will it permit any
member of the TRICON Group to, make or change anguanting method, amend any Return or take anypbaiion on any Return, take
any other action, omit to take any action or emtter any transaction that results in any increa&dliability or reduction of any Tax Asset of
the PepsiCo Group or any member thereof in respeanty Pre-Distribution Period. TRICON agrees thapsiCo is to have no liability for
any tax resulting from any action referred to ia greceding sentence and agrees to indemnify ddchhamless the PepsiCo Group against
any such tax. TRICON shall also bear all costsriremiby PepsiCo in connection with PepsiCo's detetion of whether or not to grant any
written consent required under this Section 4(b).

(c) Deductions and Certain Taxes Related to Optidhe PepsiCo Vice President, Tax shall determinhether the PepsiCo Group or the
TRICON Group shall file Returns claiming the Taxddetions attributable to the exercise of optionpuachase stock of PepsiCo which are
held by employees or former employees of the TRIG&Nup. If it is determined that the PepsiCo Grshall claim all such Tax deductions,
(i) the PepsiCo Group shall be entitled to the @aduction resulting from the exercise of any sygfion, (ii) the Returns of the PepsiCo
Group and the TRICON Group shall reflect the eatitént of the PepsiCo Group to such deduction t@ithe extent such deduction is
disallowed, the TRICON Group shall pay to the PEpsisroup an amount equal to the Tax paid by thaiRepGroup as a result of such
disallowance and (iv) within 1 day of the exerad@ny such option the TRICON Group will pay to ®epsiCo Group an amount equal to
the liability of the PepsiCo Group under the Fetlersurance Contributions Act, the Federal Unempient Tax Act or any state employm
tax law in connection with the exercise of sucloption, except to the extent such Tax is withhetdrf a payment to the employee and
remitted to a Taxing Authority on the employee'bdie If it is determined that the TRICON Group kleéaim all such Tax deductions, (i) the
Returns of the PepsiCo Group and the TRICON Grdal seflect such determination, (ii) within 1 daf/the exercise of any such option, the
TRICON Group shall pay to the PepsiCo Group an arhequal to the product of the amount of the relateduction and the PepsiCo Grol
effective Tax rate for the relevant Taxable peragldetermined by the PepsiCo Vice President, (lIgXTRICON and each member of the
TRICON Group will indemnify the PepsiCo Group agaiany Tax liability of the PepsiCo Group under Begleral Insurance Contributions
Act or the Federal Unemployment Tax Act incurred¢@mnection with the exercise of such an optiogepkto the extent such Tax is withh
from a payment to the employee and remitted toxanfaAuthority on the employee's behalf, and (w}the extent such deduction is
disallowed, and if the PepsiCo Vice President, @avermines that the PepsiCo Group should file aenai®d Return claiming such deducti
the PepsiCo Group shall pay to the TRICON Groupatttaal benefit received by the PepsiCo Groupspeet of such deduction. For
purposes of the immediately preceding clause §ii;h benefit shall be considered equal to thessxakthe amount of Tax that would have
been payable to a Taxing Authority (or of the Tafund that would have been receivable) by the Rep&iroup in the absence of such
deduction over the amount of Tax actually payable Taxing Authority (or of the Tax refund actualgceivable) by the PepsiCo Group.
Payment of the amount of such benefit shall be médttén 30 days of the receipt by any member ofPepsiCo Group of any refund, credit
or other offset attributable thereto from the relevTaxing Authority.

5. Indemnities.

() TRICON Indemnity. TRICON and each member of IRFRCON Group will jointly and severally indemniepsiCo and the members of
the PepsiCo Group that were members of a Consetidatoup that included such TRICON Affiliate agaiasd hold them harmless from:

(i) any Tax liability of the TRICON Group and angX liability attributable to the Restructuring;

(i) any liability or damage resulting from a bréday TRICON or any member of the TRICON Group of agpresentation or covenant made
by TRICON herein;

(i) any Tax liability resulting from the Distriliion and attributable to any action of TRICON oy anember of the TRICON Group;

(iv) any Tax liability resulting from the recaptumgursuant to
Section 904(f) of the Code, of an overall foreigad for a Pre-Distribution Period to the extent tha PepsiCo Vice President, Tax
determines that such loss is attributable to ofmraibf the Restaurant Business in a Pre-Distrilnueriod; and

(v) all liabilities, costs, expenses (includingthaut limitation, reasonable expenses of investigaand attorneys' fees and expenses), losses,
damages, assessments, settlements or judgmeirtg &g of or incident to the imposition, assesshwgrassertion of any Tax liability or
damage described in (i), (ii), (iii), or (iv) inding those incurred in the contest in good faithppropriate proceedings relating to the
imposition, assessment or assertion of any suchliednlity or damage.

(b) PepsiCo Indemnity. PepsiCo and each membéredPepsiCo Group will jointly and severally indefyriiRICON and the members of t
TRICON Group that were members of a Consolidatezli@that included such PepsiCo Affiliate against hald them harmless from:

(i) any Tax Liability of the PepsiCo Group and argx liability resulting from the Distribution, othéhan any such liabilities described in
Section 5(a);

(i) any liability or damage resulting from a bréday PepsiCo or any member of the PepsiCo Grogmpfrepresentation or covenant m.



by PepsiCo herein; and

(iii) all liabilities, costs, expenses (includingithout limitation, reasonable expenses of invedtan and attorneys' fees and expenses), losses
damages, assessments, settlements or judgmeitg &g of or incident to the imposition, assesshwgrassertion of any Tax liability or
damage described in (i) or (ii) including thoseumed in the contest in good faith in appropriaiecpedings relating to the imposition,
assessment or assertion of any such Tax, lialbiligamage.

If a member of the PepsiCo Group ceases to be filrafef of PepsiCo as a result of a sale of itektm a third party (whether or not treatec
a sale or exchange of stock for Tax purposes), smahber of the PepsiCo Group shall be released ifsoabligations under this Agreement
upon such sale and neither PepsiCo nor any menfitiee ®epsiCo Group shall have any obligation ttemnify TRICON or any member of
the TRICON Group under Section 5(b)(iii) for angHility or damage attributable to actions takersbgh Affiliate after such sale.

(c) Discharge of Indemnity. TRICON, PepsiCo andritembers of the TRICON Group and PepsiCo Groupgas/ely, shall discharge their
obligations under Sections 5(a) and 5(b) heresfeetively, by paying the relevant amount withind2®s of demand therefor. The PepsiCo
Group shall be entitled to make such a demandyaticue after a member of the PepsiCo Group makmsyenent or deposit in respect of a
Tax for which any member of the TRICON Group ha®hbligation under Section 5(a). The TRICON Grouglkhe entitled to make such a
demand at any time after a Final Determinationmbhligation of any member of the PepsiCo Groupeni@Eection 5(b). Any such demand
shall include a statement showing the amount ddemu8ection 5(a) or

5(b), as the case may be. Calculation mechaniasglto items described in

Section 5(a)(i) and 5(b)(i) are set forth in Seetdfc). Notwithstanding the foregoing, if either [N, PepsiCo or any member of the
TRICON Group or PepsiCo Group disputes in goodhfaie fact or the amount of its obligation undecti®® 5(a) or Section 5(b), then no
payment of the amount in dispute shall be requirgd any such good faith dispute is resolved inomdance with Section 16 hereof;
provided, however, that any amount not paid wiOndays of demand therefor shall bear interest@sded in Section 9.

(d) Tax Benefits. If an indemnification obligatiof any member of the PepsiCo Group or any memb#reof RICON Group, as the case n
be, under this Section 5 with respect to a Conat#idl Group arises in respect of an adjustmennthéts allowable to a member of the
TRICON Group or a member of the PepsiCo Group,aethely, any deduction, amortization, exclusiamnirincome or other allowance (a
"Tax Benefit") which would not, but for such adjoent, be allowable, then any payment by any membtre PepsiCo Group or any
member of the TRICON Group, respectively, purstarhis Section 5 shall be an amount equal tolg&)amount otherwise due but for this
subsection (d), minus (y) the present value optieeluct of the Tax Benefit multiplied (i) by the ximmum applicable federal, foreign or state,
as the case may be, corporate tax rate in efféhedtme such Tax Benefit becomes allowable teeaber of the TRICON Group or a
member of the PepsiCo Group (as the case may l{&) iorthe case of a credit, by 100 percent. Phesent value of such product shall be
determined by discounting such product from thestthre Tax Benefit becomes allowable at a rate gqutime.

(e) For purposes of this Section 5, in the casEaaEs that are imposed on a periodic basis angagr&ble for a Tax period that includes (but
does not end on) the Distribution Date, the portibauch Tax related to the portion of such Taxqeeending on the Distribution Date shall

(x) in the case of any Taxes other than Taxes baged or related to income, sales, gross receiyatges, capital expenditures or expenses, be
deemed to be the amount of such Tax for the eftireperiod multiplied by a fraction the numeratéwich is the number of days in the 1
period ending on the Distribution Date and the deinator of which is the number of days in the enfiax period, and

(y) in the case of any Tax based upon or relateddmme, sales, gross receipts, wages, capitahelfoees or expenses, be deemed equal to
the amount which would be payable if the relevaant Period ended on the Distribution Date.

6. Guarantees. PepsiCo or TRICON, as the case mahhll guarantee the obligations of each memithiedPepsiCo Group or the TRICON
Group, respectively, under this Agreement.

7. Communication and Cooperation.

(a) Consult and Cooperate. TRICON and PepsiCo shabult and cooperate (and shall cause each mashtiex TRICON Group or the
PepsiCo Group, respectively, to cooperate) fullyuath time and to the extent reasonably requestéaebother party in connection with all
matters subject to this Agreement. Such cooperatiati include, without limitation,

(i) the retention and provision on reasonable retjakany and all information including all bookegcords, documentation or other
information pertaining to Tax matters relatinghe PepsiCo Group and the TRICON Group, any negessatanations of information, and
access to personnel, until one year after the atipir of the applicable statute of limitation (gigieffect to any extension, waiver, or
mitigation thereof);

(i) the execution of any document that may be ssagy or helpful in connection with any requireduRe or in connection with any audit,
proceeding, suit or action; and

(iii) the use of the parties' best efforts to obtany documentation from a governmental authority third party that may be necessary or
helpful in connection with the foregoing.

(b) Provide Information. PepsiCo and TRICON shakki each other fully informed with respect to aratarial development relating to the
matters subject to this Agreeme



(c) Tax Attribute Matters. PepsiCo and TRICON sipatimptly advise each other with respect to anppsed Tax adjustments relating to a
Consolidated Group, which are the subject of aritamdnvestigation, or are the subject of any meding or litigation, and which may affect
any Tax liability or any Tax attribute of Pepsidd&iICON, the PepsiCo Group, the TRICON Group or mm@mber of the TRICON Group or
the PepsiCo Group (including, but not limited tasis in an asset or the amount of earnings andgrof

8. Audits and Contest.

(a) Notwithstanding anything in this Agreementhe tontrary, PepsiCo shall have full control oMemetters relating to any Return or any
Tax Proceeding relating to any Tax matters of aslene member of the PepsiCo Group. Except asdawin Section 8(b), PepsiCo shall
have absolute discretion with respect to any deessto be made, or the nature of any action t@kent, with respect to any matter described
in the preceding sentence.

(b) No settlement of any Tax Proceeding relatingrtg matter which would cause a payment obligatiaer Sections 5(a) or 5(b) shall be
accepted or entered into by or on behalf of théypamtitled to receive a payment under either $adhi(a) or 5(b), whichever is applicable,
unless the party ultimately responsible for sugmpent under either Section 5(a) or 5(b), whichesapplicable (the "Indemnitor"), consents
thereto in writing (which consent shall not be @s@nably withheld or delayed); provided, howeueat tnotwithstanding anything to the
contrary in this Agreement, PepsiCo may settle ey Proceeding if it determines, in its sole judgméhat TRICON is not cooperating in
such Tax Proceeding. If the Indemnitor does ngiard to the indemnified party's request for consétiiin 30 days, the Indemnitor will be
deemed to have consented to the settlement.

(c) The indemnified party agrees to give noticéh Indemnitor of the assertion of any claim, @ tdommencement of any suit, action or
proceeding in respect of which indemnity may begdbiereunder within 30 days of such assertioroorrmencement, or such earlier time
that would allow the Indemnitor to timely respodsuch claim, suit action or proceeding.

(d) With respect to Returns relating to Taxes goddributable to the TRICON Group, TRICON and thembers of the TRICON Group shall
have full control over all matters relating to argx Proceeding in connection therewith. TRICON #relmembers of the TRICON Group
shall have absolute discretion with respect todenisions to be made, or the nature of any actidrettaken, with respect to any matter
described in the preceding sentence.

9. Payments. All payments to be made hereunderishahade in immediately available funds. Exceptthgrwise provided, all payments
required to be made pursuant to this Agreementheilllue 30 days after the receipt of notice of asghment or, where no notice is required,
30 days after the fixing of liability or the restibn of a dispute. Payments shall be deemed maeéa wdceived. Any payment that is not m
by the PepsiCo Group when due shall bear intetddB®R minus 10 basis points, as quoted from timé&me, for each day until paid. Any
payment that is not made by the TRICON Group whenghall bear interest at LIBOR plus 75 basis gois$ quoted from time to time, for
each day until paid. If, pursuant to a Final Deteation, any amount paid by PepsiCo or the membfetise PepsiCo Group or TRICON or
the members of the TRICON Group, as the case maguvsuant to this Agreement results in any ina@dasax liability or reduction of any
Tax Asset of TRICON or any member of the TRICON @ror PepsiCo or any member of the PepsiCo Gragpectively, then PepsiCo or
TRICON, as appropriate, shall indemnify the othartyppand hold it harmless from any interest or [itgrattributable to such increased Tax
liability or the reduction of such Tax Asset analspay to the other party, in addition to amouwttserwise owed, the After-Tax Amount.
With respect to any payment required to be madeutids Agreement, the PepsiCo Vice President,hEsxthe right to designate, by written
notice to TRICON, which member of the TRICON Grauphe PepsiCo Group, as the case may be, will rnakeceive such payment and in
which currency such payment will be made.

10. Notices. Any notice, demand, claim, or othanownication under this Agreement shall be in wgtand shall be deemed to have been
given upon the delivery or mailing thereof, as thse may be, if delivered personally or sent btifeet mail, return receipt requested,
postage prepaid, to the parties at the followindreslses (or at such other address as a party reaifyspy notice to the other):

If to PepsiCo or the PepsiCo Group, to:

Matthew McKenna

Vice President, Tax

PepsiCo, Inc.

700 Anderson Hill Road
Purchase, New York 10577-1444

If to TRICON or the TRICON Group, to:

[name]
[address]

11. Costs and Expenses.

(i) Except as expressly set forth in this Agreemeath party shall bear its own costs and expeéneaged pursuant to this Agreement. For
purposes of this Agreement, costs and expensdsrstiatie, but not be limited to, reasonable atyrfees, accountant fees and other rel



professional fees and disbursements. Notwithstgnalitything to the contrary in this Agreement, tiRTON Group will be responsible for
its allocable portion, as determined by the Peps&itCe President, Tax, of (i) all costs and experatibutable to filing any Return that
reflects the income, assets or operations of the€CORI Group and any Return required to be filedanmection with the Restructuring, and
(i) all costs and expenses incurred by PepsiGmimplying with the provisions of Section 7 of tiigreement.

(if) With respect to all Tax Proceedings, includipending litigation with any Taxing Authority, cesthall be allocated in good faith by the
PepsiCo Vice President, Tax. Each party heretd brdlable for its allocable portion of such coassprovided in Section 5.

12. Effectiveness; Termination and Survival. Thiggdement shall become effective upon the consuromatithe Distribution. All rights an
obligations arising hereunder with respect to aBistribution Tax Period shall survive until thesedully effectuated or performed and,
provided, further, that notwithstanding anythinghis Agreement to the contrary, this Agreementlskenain in effect and its provisions s
survive for one year after the full period of ghipdicable statutes of limitation (giving effectaoy extension, waiver or mitigation thereof)
and, with respect to any claim hereunder initigigdr to the end of such period, until such claias lbeen satisfied or otherwise resolved.

13. Section Headings. The headings contained snAbreement are inserted for convenience only aafl sot constitute a part hereof or in
any way affect the meaning or interpretation of thgreement.

14. Entire Agreement; Amendments and Waivers.

(a) Entire Agreement. This Agreement contains titeeeunderstanding of the parties hereto with eesfo the subject matter contained
herein. No alteration, amendment, modificationwaiver of any of the terms of this Agreement shallvalid unless made by an instrument
signed by an authorized officer of each of Pepsi@® TRICON, or in the case of a waiver, by theypagainst whom the waiver is to be
effective.

(b) Amendments and Waivers. No failure or delayahy party in exercising any right, power or prigéehereunder shall operate as a waiver
hereof nor shall any single or partial exercisegb&preclude any other or further exercise theoedhe exercise of any right, power or
privilege. This Agreement shall not be waived, adezhor otherwise modified except in writing, dukeeuted by all of the parties hereto.

15. Governing Law and Interpretation. This Agreethsdtall be construed and enforced in accordandetivit laws of the State of North
Carolina without giving effect to laws and prin@plrelating to conflicts of law.

16. Dispute Resolution. If the parties hereto arable to resolve any disagreement or dispute nglati this Agreement, including but not
limited to whether a transaction is part of thetReguring and whether a Tax liability is a Pepsiax Liability or a TRICON Tax Liability,
such dispute shall be resolved in good faith byRbpsiCo Vice President, Tax.

17. Counterparts. This Agreement may be executadymumber of counterparts, each of which shaldemed an original, but all of which
together shall constitute one and the same Agreemen

18. Assignments; Third Party Beneficiaries. Exapprovided below, this Agreement shall be bindipgn and shall inure only to the ben
of the parties hereto and their respective successul assigns, by merger, acquisition of assettherwise (including but not limited to any
successor of a party hereto succeeding to the flidxuies of such party under applicable law). Thigeement is not intended to benefit any
person other than the parties hereto and such ssmseand assigns, and no such other person shalitird party beneficiary hereof. If,
during the period beginning on the Distribution ®and ending upon the expiration of the survivaiqueset forth in Section 12, any
corporation becomes an Affiliate of TRICON, sucHilkdte shall be bound by the terms of this Agreetemd TRICON shall provide
evidence to PepsiCo of such Affiliate's agreemenitet bound by the terms of this Agreement.

19. Authorization, etc. Each of the parties heteteby represents and warrants that it has the rmpawgeauthority to execute, deliver and
perform this Agreement, that this Agreement haslokay authorized by all necessary corporate actiothe part of such party, that this
Agreement constitutes a legal, valid and bindinligation of each such party, and that the execuftietivery and performance of this
Agreement by such party does not contravene oficowfith any provision or law or of its charter bylaws or any agreement, instrument or
order binding on such part



IN WITNESS WHEREOF, the parties have executed alidered this Agreement as of the day and yeatrviirgten above.
PepsiCo on its own behalf and on behalf of the nembf the PepsiCo Group.

By:

Title:

TRICON on its own behalf and on behalf of the merslwé the TRICON Group.

By:

Title:
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EMPLOYEE PROGRAMS AGREEMENT

This EMPLOYEE PROGRAMS AGREEMENT, dated as of , 1997, is by and between PepsiCo, Inc.,réhNZarolina
corporation ("PepsiCo"), and TRICON Global Restatsalnc., a North Carolina corporation ("TRICON").

WHEREAS, PepsiCo has decided to consolidate tretsiasd operations of its worldwide KFC, Pizza biudl Taco Bell businesses
(collectively, the "Restaurant Businesses") intd@@N and TRICON's subsidiaries and affiliates amdistribute the Common Stock of
TRICON to the holders of PepsiCo Capital Stock (fhistribution™); and

WHEREAS, PepsiCo and TRICON have entered into a@&#ipn Agreement, dated as of the date of thisexgent (the "Separation
Agreement"), and certain other agreements thatgeillern certain matters relating to the Distribntand the relationship of PepsiCo and
TRICON and their respective Subsidiaries followthg Distribution; and

WHEREAS, pursuant to the Separation Agreement,iBepand TRICON have agreed to enter into this Agrexst for the purpose of
allocating assets, liabilities, and responsib#itigith respect to certain employee compensatiorbanéfit plans and programs between them;

NOW, THEREFORE, in consideration of the mutual pis#s contained herein and in the Separation Agregrnie Parties (as that termr
defined in the Separation Agreement) agree aswsllo

ARTICLE

DEFINITIONS AND REFERENCES
1.1 DEFINITIONS

For purposes of this Agreement, capitalized tersegi(other than the formal names of PepsiCo Pisddfined below)) and not otherwise
defined shall have the respective meanings assigniagém below or as assigned to them in the SéparAgreement (as defined above):

(@) 414(1)(2) Amount

"414(1)(1) Amount" means, the minimum amount neagg$o fund vested benefits under the PepsiCo Beri&an and the TRICON Pension
Plan on a "termination basis" (as that term israfiin Treas. Reg. Sec. 1.414(1)-1(b)(5)) in acanoe with the actuarial assumptions
described in

Section 3.2.

(b) Action

"Action” means any demand, action, cause of actait, countersuit, arbitration, inquiry, proceeglior investigation by or before any
Governmental Authority or any arbitration or medtiattribunal, pending or threatened, known or unkno

(c) Agreement
"Agreement" means this Employee Programs Agreenrasitiding all the attached Appendices.
(d) ASO Contract

"ASO Contract" means an administrative servicey oohtract, related prior practice, or related ustdnding with a third-party administrator
that pertains to any PepsiCo Health and Welfara,apsiCo Restaurants Health and Welfare PIaRR&CON Health and Welfare Plan.

(e) Award

"Award" means an award under a Long-Term Incerfiilam or a Short-Term Incentive Plan or, as theedrtr facts may require, any other
award under another incentive or special bonugniiee, or award program or arrangement.

(f) Casual Dining Businesses
"Casual Dining Businesses" has the meaning givantémm under the Separation Agreement.

(9) Bulk Asset Transfe



"Bulk Asset Transfer" is defined in Section 3.28))(
(h) Close of the Distribution Date

"Close of the Distribution Date" means 11:59:59 R.Eastern Standard Time or Eastern Daylight Tiw@dchever shall then be in effect), on
the Distribution Date.

(i) Code

"Code" means the Internal Revenue Code of 198&nended, or any successor federal income tax lafer&nce to a specific Code
provision also includes any proposed, temporaryinat regulation in force under that provision.

() Conversion Formula

"Conversion Formula" means the appropriate fornlelscribed in the Form 10, filed with the Securidaesl Exchange Commission by
PepsiCo in connection with the Distribution, whigtall be applied for adjusting the exercise privg award size of PepsiCo stock options
under the PepsiCo Long-Term Incentive Plan, PepSitarePower Plan and PepsiCo Stock Option InceRtave or for determining the
exercise price and number of TRICON stock opti@ssiéd as a result of the conversion of PepsiComptiranted under the PepsiCo Long-
Term Incentive Plan, the PepsiCo Stock Option ItieerPlan and the PepsiCo SharePower Plan, ascapidi

(k) Deferral Programs

"Deferral Programs,” when immediately precededPgpsiCo" or when the applicable Hiring Company rierFCompany is a member of the
PepsiCo Group, means the PepsiCo, Inc. Executn@nie Deferral Program, the PepsiCo, Inc. Perform&tware Unit Deferral Program, ¢
the PepsiCo, Inc. Option Gains Deferral Programekiimmediately preceded by "TRICON" or when theligpple Hiring Company or Pric
Company is a member of the TRICON Group, "Defelflah” means the executive income deferral progparfprmance share unit deferral
program and the option gains deferral program tedtablished by TRICON pursuant to Section 2.3.

() Distribution

"Distribution” has the meaning given that term unithe Separation Agreement.

(m) Distribution Date

"Distribution Date" has the meaning given that tenmder the Separation Agreement.
(n) DRIP

"DRIP," when immediately preceded by "PepsiCo" tiew the applicable Hiring Company or Prior Compiny member of the PepsiCo
Group, means the PepsiCo Dividend Reinvestment M&en immediately preceded by "TRICON" or whenapelicable Hiring Company
or Prior Company is a member of the TRICON GroljRIP" means the dividend reinvestment plan or mogto be established by
TRICON.

(0) ERISA

"ERISA" means the Employee Retirement Income Sgcit of 1974, as amended. Reference to a spamifizision of ERISA also include
any proposed, temporary, or final regulation ircéounder that provision.

(p) Executive Programs

"Executive Programs,” when immediately precedetiRgpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the executive benefihandualified plans, programs, and arrangementslédiad, maintained, agreed upon, or
assumed by a member of the PepsiCo Group for thefivef employees and former employees of membgtise PepsiCo Group before the
Close of the Distribution Date, including the plaml programs listed in Appendix A. When immediafgieceded by "TRICON" or when t
applicable Hiring Company or Prior Company is a rhenof the TRICON Group, "Executive Programs" mehesexecutive benefit plans
and programs to be established by TRICON purswa8ettion 2.3 that correspond to the respectivsiBepExecutive Programs including
those plans and programs listed in Appendix

A.

(q) Foreign Plan

"Foreign Plan,"” when immediately preceded by "Pépsi means a Plan maintained by the PepsiCo Growten immediately preceded



"TRICON," a plan maintained by the TRICON Groupeither case for the benefit of employees who arepensated under a payroll which
is administered outside the 50 United Stateseitstories and possessions, and the District ofi@dlia.

(r) Governmental Authority

"Governmental Authority" means any federal, stiteal, foreign, or international court, governmedgpartment, commission, board, bureau,
agency, official, or other regulatory, administvati or governmental authority, including the Depatt of Labor, the Internal Revenue
Service, and the Pension Benefit Guaranty Corpmrati

(s) Group Insurance Policy

"Group Insurance Policy" means a group insurandieypissued in connection with any PepsiCo Heaitt ®elfare Plan, PepsiCo
Restaurants Health and Welfare Plan, or any TRIG{®@HIth and Welfare Plan, as applicable.

(t) Health and Welfare Plans

"Health and Welfare Plans," when immediately preceby "PepsiCo" or when the applicable Hiring Comypar Prior Company is a memtk

of the PepsiCo Group, means the health and wdikemefit plans, programs, and policies which arenspred by PepsiCo. When immediately
preceded by "PepsiCo Restaurant,” "Health and WWeRtans" means the benefit plans, programs arcdigmlisted in the first part of
Appendix B to this Agreement that are sponsored byember of the TRICON Group for periods immedjabsifore the Close of the
Distribution Date, and such other welfare planprmgrams as may apply to any such member's em@pyetrees and dependents for such
periods. When immediately preceded by "TRICON" dew the applicable Hiring Company or Prior Company member of the TRICON
Group, "Health and Welfare Plans" means benefitqglarograms, and policies listed in the secontigfakppendix B to this Agreement
which are sponsored by a member of the TRICON Gfouperiods Immediately after the Distribution Pat

(u) Hiring Company

"Hiring Company," with respect to a Transition Ividiual described in
Section 1.1(ddd)(1) or (4), means a member of #EsiCo Group, and, with respect to a Transitionviddal described in Section 1.1(ddd)
or (3), means a member of the TRICON Group.

(v) HMO

"HMO" means a health maintenance organizationghatides benefits under the PepsiCo Health and ak&ePlans, PepsiCo Restaurants
Health and Welfare Plans, or the TRICON Health Arelfare Plans, as applicable.

(w) HMO Agreements

"HMO Agreements" means contracts, letter agreememastices, and understandings with HMOs thatigewmedical services under the
PepsiCo Health and Welfare Plans, PepsiCo Restaurkalth and Welfare Plans, and TRICON Health\&taetfare Plans, as applicable.

(x) Immediately after the Distribution Date

"Immediately after the Distribution Date" meansA®A.M., Eastern Standard Time or Eastern Daylighte (whichever shall then be in
effect), on the day after the Distribution Date.

(y) Individual Agreement

"Individual Agreement" means an individual contracagreement (whether written or unwritten) erdento between a member of the
PepsiCo Group or a member of the TRICON Group awydemnployee that establishes the right of suchviddal to special compensation or
benefits, special bonuses, supplemental pensiogfibgrhiring bonuses, loans, guaranteed paymspegial allowances, tax equalization
payments, special expatriate compensation paymaigtyility benefits, or share units granted (aaggble in the form of cash or otherwise)
under individual phantom share agreements, omtteatides benefits similar to those identified inpemdix A.

(2) Indemnitor
“Indemnitor" is defined in Section 9.18.
(aa) Initial Asset Transfer

"Initial Asset Transfer" is defined in Section 2RR).



(bb) Liabilities

"Liabilities" means any and all losses, claims,rglea, debts, demands, actions, costs and expénslkesling administrative and related costs
and expenses of any Plan, program, or arrangentdrathyy nature whatsoever, whether absolute orirogent, matured or unmatured,
liquidated or unliquidated, accrued or unaccrueaykn or unknown, whenever arising.

(cc) Long-Term Incentive Plan

"Long-Term Incentive Plan," when immediately presedby "PepsiCo" or when the applicable Hiring Comypar Prior Company is a
member of the PepsiCo Group, means the PepsiCol38d Long-Term Incentive Plan, the PepsiCo, 1884 Long-Term Incentive Plan,
and any other long-term incentive or stdzdsed incentive plans assumed by a member of {&@@®eGroup by reason of merger, acquisit
or otherwise. When immediately preceded by "TRIC@N{vhen the applicable Hiring Company or Prior @amy is a member of the
TRICON Group, "Long-Term Incentive Plan" means lth&g-term incentive plan to be established by TR @ursuant to Section 2.3.

(dd) LTD VEBA

"LTD VEBA," when immediately preceded by "PepsiCmeans the PepsiCo Long Term Disability BenefitstrMVhen immediately
preceded by "TRICON," "LTD VEBA" means the welfdrenefit fund to be established by TRICON pursuant t
Section 5.2 that corresponds to the PepsiCo LTD AEB

(ee) Master Trust

"Master Trust," when immediately preceded by "P@p%j means the master trusts evidenced by the ®eplic. Master Trust Agreement
dated February 1, 1978 and the PepsiCo, Inc. Spdeister Trust Agreement dated September 11, 1&8&mended from time to time, and
currently associated with, among other plans, #esiCo Pension Plan and the Pizza Hut Pension ®iaan immediately preceded by
"TRICON," "Master Trust" means the master trustgshe established by TRICON pursuant to Sectiortt®at corresponds to the PepsiCo
Master Trust.

(ff) Material Feature

"Material Feature" means any feature of a Plandbatd reasonably be expected to be of materiabitapce to the sponsoring employer or
the participants and beneficiaries of the Plancitiould include, depending on the type and purpbsiee particular Plan, the class or cla:

of employees eligible to participate in such Pthe, nature, type, form, source, and level of beéagfiovided by the employer under such Plan
and the amount or level of contributions, if argquired to be made by participants (or their depatglor beneficiaries) to such Plan.

(gg) Participating Company

"Participating Company" means any Person (other #maindividual) that is participating in a Plarospored by a member of the PepsiCo
Group or a member of the TRICON Group, as the comezjuires.

(hh) Pension Equalization Plan

"Pension Equalization Plan,” when immediately pdeckby "PepsiCo" or when the applicable Hiring Camypor Prior Company is a
member of the PepsiCo Group, means the PepsiCaoRdbgualization Plan. When immediately preceded®ICON" or when the
applicable Hiring Company or Prior Company is a rhenof the TRICON Group, "Pension Equalization Plaeans the plan to be
established by TRICON pursuant to Section 2.3¢hatesponds to the PepsiCo Pension Equalizatian Pla

(i) Pension Plan

"Pension Plan," when immediately preceded by "Rapsor when the applicable Hiring Company or P@@mpany is a member of the
PepsiCo Group, means the PepsiCo Salaried Empl®etgement Plan. When immediately preceded by G®RN" or when the applicable
Hiring Company or Prior Company is a member of IRRCON Group, "Pension Plan" means the plan tostelbdished by TRICON pursuant
to Section 2.3 that corresponds to the PepsiCoi&eR$an. When immediately preceded by "Pizza HIR¢nsion Plan" means the Pizza Hut
Hourly Employees Pension Plan.

(i) PepsiCo Capital Stock
"PepsiCo Capital Stock" has the meaning giventdrat in the Separation Agreement.
(kk) PepsiCo Executive

"PepsiCo Executive" means an employee or formed@rep of a member of the PepsiCo Group or a mewibéie TRICON Group, wh



immediately before the Close of the Distributiont®is or was eligible to participate in or receabenefit under any PepsiCo Executive
Program.

(Il) PepsiCo Group
"PepsiCo Group" has the meaning given that terneutite Separation Agreement.
(mm) PepsiCo Leave of Absence Programs

"PepsiCo Leave of Absence Programs" means the Haalesence programs offered from time to time umigke personnel policies and
practices of PepsiCo and leaves offered in accarlaith the Family and Medical Leave Act of 1998 amended.

(nn) Person

"Person" means an individual, a general or limgadnership, a corporation, a trust, a joint vestan unincorporated organization, a limited
liability entity, any other entity, and any Goveraental Authority.

(o0) Plan

"Plan,"” when immediately preceded by "PepsiCo"TdRICON," means any plan, policy, program, payrefigtice, on-going arrangement,
contract, trust, insurance policy or other agredmefunding vehicle, whether written or unwrittgmpviding benefits to employees, or fort
employees of the PepsiCo Group or the TRICON Grasm@pplicable.

(pp) Prior Company

"Prior Company," with respect to a Transition Iridival described in
Section 1.1(ddd)(1) or (4), means a member of RECON Group and, with respect to a Transition lidiiaal described in Section 1.1(ddd)
(2) or (3), means a member of the PepsiCo Group.

(qq) Record Date
"Record Date" has the meaning given that term utideBeparation Agreement.
(rr) Reimbursement Plans

"Reimbursement Plans," when immediately precedetPbpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the PepsiCo Inc. Heald Reimbursement account plan that is part of #siZo Employees Health Care
Program and the PepsiCo, Inc. Dependent Care Resament Account Plan, as applicable. When immdgiateceded by "TRICON" or
when the applicable Hiring Company or Prior Comp&ng member of the TRICON Group, "Reimbursemertodait Plans" means the
corresponding health care reimbursement accountapid the dependent care reimbursement accountglamestablished by TRICON
pursuant to Section 2.3.

(ss) Restaurant Businesses
"Restaurant Businesses" is defined in the secorabpaph of the preamble of this Agreement.
(tt) Salaried Employee

"Salaried Employee" means any individual who ishgible employee within the meaning of the PepsiRémsion Plan or the TRICON
Pension Plan, as applicable.

(uu) Savings Plan

"Savings Plan," when immediately preceded by "Regsor when the applicable Hiring Company or P@@mpany is a member of the
PepsiCo Group, means the PepsiCo Long Term Salragggam. When immediately preceded by "TRICON" bewthe applicable Hiring
Company or Prior Company is a member of the TRIG&MNup, "Savings Plan" means the TRICON Long Terwirsgg Program to be
established by TRICON pursuant to Section 2.3.

(vv) Separation Agreement

"Separation Agreement" is defined in the third gaaah of the preamble of this Agreeme



(ww) SharePower Plan

"SharePower Plan," when immediately preceded bpsi&m" or when the applicable Hiring Company ooPZompany is a member of the
PepsiCo Group, means the PepsiCo SharePower Smima@lan. When immediately preceded by "TRICONWhen the applicable Hiring
Company or Prior Company is a member of the TRIG&Nup, "SharePower Plan" means the stock optiamtplde established by TRIC(
pursuant to Section 2.3.

(xx) Short-Term Incentive Plan

"Short-Term Incentive Plan," when immediately passt by "PepsiCo," means the PepsiCo, Inc. 1994 Eixecincentive Compensation
Plan, the PepsiCo, Inc. Executive Incentive Plaa Middle Management Incentive Compensation Plad,amy other special compensation,
bonus and incentive compensation programs. Wheretfiately preceded by "TRICON," "Short-Term InceatRlan" means the executive
incentive compensation plan, executive incentiampthe middle management compensation plan andtary special compensation, bonus
and incentive compensation programs to be estalibly TRICON pursuant to

Section 2.3.

(yy) Stock Option Incentive Plan

"Stock Option Incentive Plan" when immediately meed by "PepsiCo" or when the applicable Hiring @any or Prior Company is a
member of the PepsiCo Group, means the "Pepsi€01895 Stock Option Incentive Plan" and any predser plans. When immediately
preceded by "TRICON" or when the applicable Hir®gmpany or Prior Company is a member of the TRIG&Nup, "Stock Option
Incentive Plan" means the stock option incentianm@stablished by TRICON pursuant to Section 2.3.

(zz) Stock Purchase Plan

"Stock Purchase Plan," when immediately precedetPbpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the PepsiCo Capital Roathase Plan. When immediately preceded by "TRIC@Nvhen the applicable Hirir
Company or Prior Company is a member of the TRIG&MNup, "Stock Purchase Plan" means the employe& ptarchase plan to be
established by TRICON pursuant to Section 2.3.

(aaa) Subsequent Asset Transfer
"Subsequent Asset Transfer" is defined in Secti@3(2).
(bbb) Subsidiary

"Subsidiary" of any Person means any corporatiostieer organization whether incorporated or unipooated of which at least a majority of
the securities or interests having by the termeetifeordinary voting power to elect at least a migjmf the board of directors or others
performing similar functions with respect to sudnporation or other organization is directly orinedtly owned or controlled by such Person
or by any one or more of its Subsidiaries, or bghsBerson and one or more of its Subsidiaries;igealy however, that no Person that is not
directly or indirectly wholly owned by any otherrBen shall be a Subsidiary of such other Persosssrduch other Person controls, or has the
right, power, or ability to control, that Person.

(ccc) Transferred Individual

"Transferred Individual" means any individual wlag, of the Close of the Distribution Date: (1) iher then actively employed by, or then on
a leave of absence from, a member of the TRICONu@ror (2) is neither then actively employed by, tieen on a leave of absence from, a
member of the TRICON Group, but (A) whose most né€hrough the Close of the Distribution Date)iazemployment with PepsiCo or a
past or present affiliate of PepsiCo was with atityenr a corporate division of the Restaurant Besses, the Casual Dining Businesses, and
the predecessors of any such entities, to the st information is available, and who has nat &ia intervening period of employment
covered by an agreement under which assets anlitiéghbwith respect to the individual were or @oebe transferred from a PepsiCo Pension
Plan, or (B) who otherwise is identified pursuanatmethodology approved by PepsiCo and TRICONghvhiethodology shall be consistent
with the intent of the parties that former emplayyeéPepsiCo or a past or present affiliate of Rapsvill be aligned with the entity for whic
they most recently (through the Close of the Distiion Date) worked and based upon the businesgabf entity. An alternate payee under a
qualified domestic relations order (within the miegnof Code Sec. 414(p) and ERISA Sec. 206(d)radtte recipient under a qualified
medical child support order (within the meaninde&ISA Sec.

609(a)), beneficiary or covered dependent, in easke, of an employee or former employee describétl)ior (2) above shall also be a
Transferred Individual with respect to that empkggeor former employee's benefit under the applcBlans. Such an alternate payee,
alternate recipient, beneficiary, or covered depeahdhall not otherwise be considered a Transféndigtidual with respect to his or her own
benefits under any applicable Plans unless heeissh Transferred Individual by virtue of eithétlee first two sentences of this definition.

In addition, PepsiCo, in its sole discretion, magignate any other individuals, or group of indiats, as Transferred Individuals. An
individual may be a Transferred Individual pursutanthis definition regardless of whether suchwidlial is, as of the Distribution Date,
alive, actively employed, on a temporary leavelisfieance from active employment, on layoff, termiddtem employment, retired or on any
other type of employment or p-employment status relative to a PepsiCo or TRIC® Rand regardless of whether, as of the Closkea



Distribution Date, such individual is then receiyiany benefits from a PepsiCo or TRICON Plan. Temead Individual includes any
individual who is on an international assignmengetiier paid on a U.S. payroll or a payroll outsige ©).S. if such individual otherwise falls
within any of the above categories.

(ddd) Transition Individual
"Transition Individual" means any individual who:

(1) is a Transferred Individual who during the Ts#tion Period becomes an employee of a memberedP#psiCo Group, without an
intervening period of employment, as a result afisfer arranged by PepsiCo and TRICON; or

(2) is an employee of a member of the PepsiCo Gasupf the Distribution Date (and is not a Transf®@findividual) who during the
Transition Period becomes an employee of a menflitbed RICON Group, without an intervening periddemployment, as a result of a
transfer arranged by PepsiCo and TRICON; or

(3) is a Transferred Individual who during the Ts#ion Period
(A) becomes an employee of a member of the PepSiGap, and (B) subsequently becomes an employaaramber of the TRICON
Group, in each case without an intervening perioghaployment and as a result of a transfer arrahgdéepsiCo and TRICON; or

(4) is an employee of a member of the PepsiCo Gasupf the Distribution Date (and is not a Transf@idndividual) who during the
Transition Period (A) becomes an employee of a megrabthe TRICON Group, and (B) subsequently becareemployee of a member of
the PepsiCo Group, in each case without an intémggreriod of employment and as a result of a feareranged by PepsiCo and TRICON.

An alternate payee under a qualified domesticitelatorder, (within the meaning of Code Sec. 414(m ERISA Sec. 206(d)), alternate
recipient under a qualified medical child suppodes, (within the meaning of ERISA Sec.

609(a)), beneficiary or covered dependent, in easke, of an individual described in clause (1), @), or (4) of this definition shall also be a
Transition Individual with respect to that indivils benefit under the applicable Plans. Such tenrate payee, alternate recipient,
beneficiary, and covered dependent shall not otisertbe considered a Transition Individual with exgfio his or her own benefits under any
applicable Plans, unless he or she is a Tranditidividual by virtue of clause (1), (2), (3), or) @f this definition.

(eee) Transition Period

"Transition Period" means the period beginning Idiaely after the Distribution Date and ending cecBmber 31, 1998.
(fff) TRICON Common Stock

"TRICON Common Stock" has the meaning given thahte the Separation Agreement.

(ggg) TRICON Group

"TRICON Group" has the meaning given that term uride Separation Agreement.

1.2 REFERENCES

Unless the context clearly indicates otherwisesnerice to a particular Article, Section, or suliseaneans the Article, Section, or subsection
so delineated in this Agreeme



ARTICLE

GENERAL PRINCIPLES
2.1 ASSUMPTION OF LIABILITIES

TRICON hereby assumes and agrees to pay, perfaffitl, and discharge, in accordance with theimestive terms, all of the following
(regardless of when or where such Liabilities ammsarise or were or are incurred): (i) all Liatids to or relating to Transferred Individuals
arising out of or resulting from employment by amteer of the PepsiCo Group before becoming Trareddndividuals (including Liabilities
under PepsiCo Plans and TRICON Plans); (ii) aleothiabilities to or relating to Transferred Indivials and other employees or former
employees of a member of the TRICON Group, and ttepiendents and beneficiaries, to the extentimgléd, arising out of or resulting fro
future, present or former employment with a menmdighe TRICON Group (including Liabilities undergzCo Plans and TRICON Plans);
(iii) all Liabilities relating to, arising out ofyr resulting from any other actual or alleged emppient relationship with the TRICON Group;
(iv) all Liabilities under any Individual Agreementelating to Transferred Individuals; and (v)aher Liabilities relating to, arising out of,
resulting from obligations, liabilities, and resgdsilities expressly assumed or retained by a membine TRICON Group, or a TRICON
Plan pursuant to this Agreement. TRICON shall hessumed all such Liabilities described in this A&gnent, unless the Liability is explicitly
retained in writing by PepsiCo or excluded in vagtiby PepsiCo from those being assumed by TRICON.

2.2 TRICON PARTICIPATION IN PEPSICO PLANS
(a) Participation in PepsiCo Plans and PepsiCoarestt Health and Welfare Plans

Subject to the terms and conditions of this Agresmeach member of the TRICON Group that is, ab@fdate of this Agreement, a
Participating Company in any of the PepsiCo Plarth® PepsiCo Restaurant Health and Welfare Plaads continue as such through the
Close of the Distribution Date. Effective as of atate before the Distribution Date, a member of tRECON Group not described in the
preceding sentence may, at its request and withahsent of PepsiCo (which shall not be unreasgnaithheld), become a Participating
Company in any or all of the PepsiCo Plans (apple#o Transferred Individuals) or PepsiCo Restauealth and Welfare Plans.

(b) PepsiCo's General Obligations as Plan Sponsor

PepsiCo shall continue through the Close of thériDigtion Date to administer, or cause to be adstémed, in accordance with their terms
applicable law, the PepsiCo Plans and the Peps#&StaRrant Health and Welfare Plans; provided, hewehiat effective September 1, 1997
through the Close of the Distribution Date (unlBspsiCo directs otherwise, in its sole discreti@d®|CON shall be responsible, subject to
the direction and control of PepsiCo, for adminisig, or causing to be administered, in accordavite their terms and applicable law, the
PepsiCo Restaurant Health and Welfare Plans ardmartion of the PepsiCo Plans as PepsiCo shatméte in its sole discretion. Through
the Close of the Distribution Date, PepsiCo shalléehthe sole discretion and authority to interfitetPepsiCo Plans and the PepsiCo
Restaurant Health and Welfare Plans as set foetteiti

(c) TRICON's General Obligations as Participatimanpany

TRICON shall perform with respect to its participatin the PepsiCo Plans and PepsiCo Restaurartth-eesd Welfare Plans, and shall cause
each other member of the TRICON Group that is &idh@ating Company in any PepsiCo Plan or Pepsi€st&urant Health and Welfare P

to perform the duties of a Participating Compangetdorth in such Plans or any procedures adgpiesliant thereto, including: (i) assisting
in the administration of claims, to the extent regped by the claims administrator or plan admiaistrof the applicable PepsiCo Plan or
PepsiCo Restaurant Health and Welfare Plan; (dpeaating fully with PepsiCo Plan or PepsiCo RestauHealth and Welfare Plan auditc
benefit personnel and benefit vendors; (iii) preser the confidentiality of all financial arrangente PepsiCo has or may have with any
vendors, claims administrators, trustees or angrathtity or individual with whom PepsiCo has eatkinto an agreement relating to the
PepsiCo Plans or PepsiCo Restaurant Health ancaWdtans; and (iv) preserving the confidentiaditparticipant health information
(including health information in relation to leawasder the Family and Medical Leave Act of 1993aaended).

(d) Termination of Participating Company Status

Effective as of the Close of the Distribution DAIRICON and each other member of the TRICON Grdwgil £ease to be a Participating
Company in the PepsiCo Plans.

2.3 ESTABLISHMENT OF TRICON PLANS

Effective Immediately after the Distribution Datmless otherwise provided, TRICON shall have adbpie shall have caused to be adopted,
before the Close of the Distribution Date, the TRXCPension Plan, the TRICON Pension EqualizatiamPhe TRICON Savings Plan, the
TRICON SharePower Plan, the TRICON Stock Purchéase, Bnd the TRICON Executive Programs for the bieaETransferred Individuals
and other current, future, and former employeab®fTRICON Group. Before the Close of the DistribntDate, to the extent that it has |



already occurred, TRICON shall have adopted, olt Baae caused to be adopted, effective Immediatér the Distribution Date, the
TRICON Health and Welfare Plans listed in the secpart of Appendix B to this Agreement, and it §kabstitute itself or another member
of the TRICON Group as the plan sponsor and adimaiis’ of the TRICON Health and Welfare Plans.Ha tontext of TRICON's adoption
of the TRICON Health and Welfare Plans, TRICON khklo take such steps as may be necessary to addghall assume all Liabilities
with respect to the PepsiCo Restaurant Health aelflavé Plans and those plans and programs und@ep&iCo Health and Welfare Plans in
which Transferred Individuals participate as of @lese of the Distribution Date. TRICON shall cortvaich PepsiCo Restaurant Health and
Welfare Plan, along with any PepsiCo Health andfévelPlans in which Transferred Individuals papiate as of the Close of the Distribut
Date, to TRICON Health and Welfare Plans effectmenediately after the Distribution Date. Except floe TRICON Stock Option Incentive
Plan, the TRICON Long-Term Incentive Plan, the TRNCSharePower Plan, and the TRICON Stock Purchiase, Bhe foregoing TRICON
Plans as in effect Inmediately after the DistribntDate shall be substantially identical in all Bté&l Features to the corresponding PepsiCo
Plans as in effect as of the Close of the DistiidruDate. The TRICON Stock Option Incentive Pldre TRICON Long-Term Incentive Plan,
the TRICON SharePower Plan, and the TRICON Stockhaise Plan shall be adopted by TRICON and apprbydepsiCo as sole
shareholder of TRICON, before the Close of theriligtion Date, to become effective Immediately afte Distribution Date.

2.4 TERMS OF PARTICIPATION BY TRANSFERRED INDIVIDUIAS

The TRICON Plans shall be, with respect to Tramsfeindividuals, in all respects the successoisterest to, shall recognize all rights and
entitlements as of the Close of the Distributioriecdander, and shall not provide benefits that aapdi benefits provided by, the correspon
PepsiCo Plans for such Transferred IndividualssRapand TRICON shall agree on methods and proesdincluding amending the
respective Plan documents, to prevent Transferr@diuals from receiving duplicative benefits frahe PepsiCo Plans and the TRICON
Plans. TRICON shall not permit any TRICON Plan éonenence benefit payments to any Transferred Indalidntil it receives notice from
PepsiCo regarding the date on which payments uhdesorresponding PepsiCo Plan shall cease. Wattert to Transferred Individuals, e
TRICON Plan shall provide that all service, all gmnsation, and all other benefit-affecting deteations that, as of the Close of the
Distribution Date, were recognized under the cquesling PepsiCo Plan (including the PepsiCo Reatdiiealth and Welfare Plans) (for
periods immediately before the Close of the Distiiitn Date) shall, as of Immediately after the Dittion Date, receive full recognition,
credit, and validity and be taken into account ursdeech TRICON Plan to the same extent as if sierhstoccurred under such TRICON Plan,
except to the extent that duplication of benefitaild result. The provisions of this Agreement foe transfer of assets from certain trusts
relating to PepsiCo Plans (including Foreign Plaoghe corresponding trusts relating to TRICONnBI@ncluding Foreign Plans) are based
upon the understanding of the parties that eadh SRECON Plan will assume all Liabilities of theroesponding PepsiCo Plan to or relating
to Transferred Individuals, as provided for herdfithere are any legal or other authoritative o@esthat any such Liabilities are not
effectively assumed by the appropriate TRICON Piaen the amount of assets transferred to therteleging to such TRICON Plan from the
trust relating to the corresponding PepsiCo Platl §ie recomputed, ab initio, as set forth belowthling into account the retention of such
Liabilities by such PepsiCo Plan, and assets &iealtansferred by the trust relating to such TRIC®ah to the trust relating to such PepsiCo
Plan so as to place each such trust in the positiould have been in, had the initial asset tianiseen made in accordance with such
recomputed amount of assets.

2.5 RESTRICTION ON PLAN AMENDMENTS

During the Transition Period, neither PepsiCo netQON shall adopt any amendment, or allow any amnd to be adopted, to any of their
respective Pension Plans or Savings Plans th#teiopinion of counsel acceptable to both Pepsit€ioTdRICON, would violate Code Sec.
411(d)(6) or that would create an optional fornbehefit subject to Code Sec. 411(d)(6). DuringTrensition Period, TRICON shall not
eliminate any investment option available underiReéCON Savings Plan as of Immediately after thstiibution Date



ARTICLE
3
DEFINED BENEFIT PLANS
3.1 ESTABLISHMENT OF MIRROR PENSION TRUSTS

Effective Immediately after the Distribution DafieRICON shall establish, or cause to be establistiedTRICON Master Trust which shall
be qualified under Code Sec. 401(a), exempt fromtitan under Code Sec.
501(a)(1), and forming part of the TRICON PensitemRand the Pizza Hut Pension Plan.

3.2 PIZZA HUT PENSION PLANS

TRICON shall continue to be responsible for allliidgies relating to the Pizza Hut Pension PlarfeEtive no later than the Close of the
Distribution Date, TRICON shall substitute itseffanother member of the TRICON Group for PepsiCthaglan sponsor and administrator
of the Pizza Hut Pension Plan.

3.3 ASSUMPTION OF PENSION PLAN AND PENSION EQUALIZAON PLAN LIABILITIES AND ALLOCATION OF INTERESTS
IN THE PEPSICO PENSION TRUST

(a) Assumption of Liabilities by TRICON Pension Rla

Immediately after the Distribution Date all Liakigis to or relating to Transferred Individuals untlee PepsiCo Pension Plan and the PepsiCc
Pension Equalization Plan shall cease to be Ltaslbf the PepsiCo Pension Plan and the Pepsi@sidPeEqualization Plan, as applicable,
and shall be assumed in full and in all respectthbyTRICON Pension Plan and the TRICON Pensiorakzption Plan, respectively.

(b) Asset Allocations and Transfers
(1) Calculation of Pension Plan Asset Allocation

(A) As soon as practicable after the Close of tisribution Date, PepsiCo shall cause to be caledlthe 414(1)(1) Amount for the PepsiCo
Pension Plan and the TRICON Pension Plan as cElitwe of the Distribution Date. The assumptionglisaletermining the 414(1)(1)
Amount for each Pension Plan shall be as follows:

(i) As if each plan were terminating as of the @lo$ the Distribution Date and with 100% of papmnts who are active employees,
employees on leave of absence, or former employéhsights to a future deferred vested pensiomiagsl to elect a lump sum distribution
of the value of the pension benefit accrued ab@fQlose of the Distribution Date.

(if) For purposes of calculating the lump sum présalue, mortality rates shall be based on théiegdgde mortality table under Code Sec. 417
(©)(3)(A)(ii)(1) as specified in Rev. Rul. 95-6 amderest calculated based on the annual ratetefast on 30-year Treasury securities for the
second month preceding the month of the CloseeoDiktribution Date.

(iii) For retired participants or former employeaeseiving benefits as of the Close of the DistiitnuDate, the lump sum present value of the
form of benefit currently elected shall be valuadhie same manner and using the same assumptioms as

(i) and (ii) above. For active participants who aligible to retire as of the Close of the Disttibn Date, the lump sum benefit shall be based
on the accrued benefit payable at the current efecting appropriate early retirement reductionder the plan. For all other participants, the
lump sum value is the present value of the acchesefit commencing at normal retirement age. Batiyement subsidies shall be considi
only for those participants who are retired orieligyto retire as of the Close of the DistributiDate.

(B) If the aggregate amount of the assets of thesi@® Pension Plan, determined as of the CloskeeoDistribution Date, is not less than the
sum of the 414(1)(1) Amounts for the PepsiCo Pamsitan and the TRICON Pension Plan determineddnrdance with (A) above, then
such assets shall be allocated between the Pepgi@ion Plan and the TRICON Pension Plan in prigootod the 414(1)(1) Amounts of each
plan.

(C) If the aggregate amount of the assets of tipsiEe Pension Plan, determined as of the CloskeeobDistribution Date is less than the sum
of the 414(1)(1) Amounts for the PepsiCo PensianRind the TRICON Pension Plan, then such assatdshallocated between the PepsiCo
Pension Plan and the TRICON Pension Plan propatiéiyto each priority category as specified urelRISA Sec. 4044, using the
assumptions specified in (A) above.

(2) Transfer of Assets to TRICON Pension Trt



Effective Immediately after the Distribution DaRgpsiCo shall cause to be transferred from thei®epdaster Trust to the TRICON Master
Trust an initial amount of assets in cash ("th&dhAsset Transfer"). The amount of the Initials&és Transfer shall be an estimate, determined
by PepsiCo in its sole discretion, of the cash ireguby the TRICON Pension Plan and Pizza Hut PenBlan to make payment of benefits
and appropriate expenses from the TRICON MastestTinuaccordance with the plans from Immediatetgrahe Distribution Date to the tir

of the Bulk Asset Transfer, described below. Ingkient that the Initial Asset Transfer providesuffisient cash for this purpose and upon
TRICON's written request therefor, PepsiCo willgato be transferred other amounts of assets m(t&absequent Asset Transfer"), but
only to the extent required to make cash paymentieacribed above.

As soon as practicable after the calculation ohgdan's interest in the Master Trust pursuantactisn 3.2(b)(1), but in no event before
PepsiCo (or its authorized representative) detegmihat the calculation and the data on whichbased are acceptably complete, accurate,
and consistent, PepsiCo will cause the appropaiateunt of assets to be transferred from the Pepdi@ter Trust to the TRICON Master
Trust (the "Bulk Asset Transfer"). The amount dfeds to be transferred in the Bulk Asset Trandiall $e equal to the aggregate of interests
of the TRICON Pension Plan determined pursuanetdi@n 3.2(b)(1) and the Pizza Hut Pension Plajuséed by PepsiCo as of the date of
the Bulk Asset Transfer to the extent necessapppropriate to reasonably and appropriately refidditional pension contributions, actual
investment gains and losses experienced in the@ep&aster Trust, benefit payments, expenses,riti@ll Asset Transfer, Subsequent Asset
Transfers, data corrections, enhancements, andutatignal refinements from Immediately after thatfibution Date through the date of the
actual asset transfer of such assets.

The specific assets to be transferred from theiRepdaster Trust to the TRICON Master Trust in Bidk Asset Transfer shall represent a
reasonable cross-section of the asset classes PefisiCo Master Trust consistent with the objeativenabling TRICON to implement an
investment program for the TRICON Master Trust, inuto event shall PepsiCo or the PepsiCo MastastThe required to incur
unreasonable transaction costs in the procesamgfarring assets and subsequently re-balancingbstment portfolio held by the PepsiCo
Master Trust. Furthermore, PepsiCo shall not temafiy shares of PepsiCo or TRICON stock or argrésts in group annuity contracts held
by the PepsiCo Master Trust unless specificallpested by TRICON in writing, and PepsiCo shallbetequired to transfer any specific
asset, any portion of any specific fund or investtmaanager account, or any specific portion of ggcific asset, fund or investment
manager account. In transferring specific assefssi€o makes no representation as to the apprepeiss of the resulting asset allocation or
investment performance resulting from the specifisets transferred. By accepting the assets treedfd RICON acknowledges that it and
not PepsiCo is serving as the fiduciary for the &N Master Trust with respect to the determinatiod actual transfer of assets from the
PepsiCo Master Trust and that, acting as fidudiarghe TRICON Pension Plan and Pizza Hut Penslan,ARICON further acknowledges
that it is able to change the asset allocatiot dsems appropriate at any time. Once the asse¢sheen transferred to and received by the
TRICON Master Trust, such event shall fully andafiy foreclose any issue or matter of any naturatatever by TRICON, the TRICON
Master Trust, the TRICON Pension Plan, and theaPihzt Pension Plan or any other trust(s) relatexhith plans against PepsiCo, the
PepsiCo Master Trust, the PepsiCo Pension Plaamypther trust(s) related to such plans relatinpé condition, identity, or value of such
assets and TRICON shall fully indemnify PepsiCs gitnployees, officers, directors, and the Pepsi&mien Plan and the PepsiCo Master
Trust regarding any Liability or regulatory issufeany nature with respect thereto.

3.4 ACTION IN EVENT OF PBGC INTERVENTION

Notwithstanding any provision of this Agreementtie contrary, in the event that at any time thesRenBenefit Guaranty Corporatis
("PBGC") asserts that the Distribution may provjigstification for PBGC to seek termination of thepRBiCo Pension Plan pursuant to ERISA
Sec. 4042 or otherwise asserts that the transatiignincrease unreasonably the long-run loss t@B@C (within the meaning of ERISA
Sec. 4042(a)(4)) with respect to the PepsiCo PariRlian, PepsiCo may, in its sole discretion (iqiretll assets and Liabilities with respect to
Transferred Individuals and Transition Individuateler the PepsiCo Pension Plan and/or the Pep&@sidh Equalization Plan and require
TRICON to provide equivalent benefits under plar@ntained by it with an offset for any benefits ttoned to be provided under the
PepsiCo Pension Plan and/or the PepsiCo PensiaaliEafion Plan, (i) enter into negotiations wittetPBGC to resolve these issues and,
upon satisfactorily resolving such issues, TRICOHIISfully comply with the terms of this Articley diii) reach such other agreement as may
be satisfactory to PepsiCo and TRICON. In any easknotwithstanding any other provision of this @égment, TRICON shall be fully
responsible and liable for any obligation to, agrest with, or undertaking (on behalf of or relatioghe TRICON Pension Plan) to the
PBGC and shall hold PepsiCo free from and fullyeimaify it against any such obligation, agreementiraertaking. For purposes of this
Section 3.4, reference to the PepsiCo Pensioneaf RICON Pension Plan, as applicable, shall medrirariude the Pizza Hut Pension Plan.
If PepsiCo retains any liability of any Transferledividual under the PepsiCo Pension Equalizafitan, TRICON shall fully reimburse
PepsiCo for the full costs of, and any administatixpenses relating to, any such liabil



ARTICLE
4
DEFINED CONTRIBUTION PLANS
4.1 SAVINGS PLAN
(a) Savings Plan Trust

Effective Immediately after the Distribution DalieRICON shall establish, or cause to be establishédjst qualified under Code Sec. 401(a),
exempt from taxation under Code Sec. 501(a)(1) farrding part of the TRICON Savings Plan.

(b) Assumption of Liabilities and Transfer of Asset

Effective Immediately after the Distribution Da{:the TRICON Savings Plan shall assume and balysaésponsible for all Liabilities
(including any amounts attributable to additionahtributions with respect to Transferred Individiequired pursuant to negotiations with
the Internal Revenue Service that began befor®i$teibution Date) to or relating to Transferredlividuals under the PepsiCo Savings Plan;
(il) the TRICON Savings Plan shall assume and tedyscesponsible for all ongoing rights of or réhat to Transferred Individuals for future
participation (including the right to make contritmns through payroll deductions) in the TRICON Bag Plan; and (iii) PepsiCo shall cause
the accounts of the Transferred Individuals underRepsiCo Savings Plan which are held by itsaélatist as of the Close of the
Distribution Date to be transferred to the TRICO&/Bgs Plan and its related trust, and TRICON stwllse such transferred accounts to be
accepted by such plan and trust. Effective no kit@n Immediately after the Distribution Date, TRIR shall use its reasonable best effori
enter into such agreements to accomplish such gtgurs and transfers, the maintenance of the nageparticipant records, the appointrr

of State Street Bank and Trust Company as initistée under the TRICON Savings Plan, and the emgeit of State Street Bank and Trust
Company as initial recordkeeper under such plassobn as practicable after the Close of the Distion Date, assets related to the acco

of all Transferred Individuals shall be transferfemin the PepsiCo Savings Plan to the TRICON Savfgn in cash or in kind, at PepsiCo's
discretion, and to the extent practicable, shalhested in comparable investment options in tR€CION Savings Plan as such accounts
were invested immediately before the Close of thsdriDution Date.

(c) Non-Employer Stock Funds

Effective Immediately after the Distribution DateTRICON common stock fund shall be added as agstnvent option to the PepsiCo
Savings Plan and the TRICON Savings Plan shalligeofor both a PepsiCo capital stock fund and aO®MN common stock fund as
investment options. The TRICON common stock funthePepsiCo Savings Plan and the PepsiCo capitd fund in the TRICON Savings
Plan are each referred to as a "Non-Employer Stocid" with respect to the applicable plan. Each{Ramployer Stock Fund shall be
maintained under the respective Plan at least gir@ecember 31, 1998. The PepsiCo Savings PlathentRICON Savings Plan shall each
provide that, after the Distribution Date, no neatibutions may be invested in, and no amounts beatyansferred from other investment
options to the Non-Employer Stock Fund under tlspeetive Plan. The PepsiCo Savings Plan shall geeaiat no earnings or dividends
under its Non-Employer Stock Fund may be reinvestedRICON Common Stock and the TRICON Savings Rlaall provide that no
earnings or dividends under its Non-Employer Steakd may be reinvested in PepsiCo Capital Stock.

(d) Miscellaneous Funds

In the event that PepsiCo determines that it ifemdible or appropriate to transfer in-kind theeds of a particular investment fund from the
PepsiCo Savings Plan to the TRICON Savings Plam the value of the assets, as of the close ohéssion the Distribution Date (plus
earnings attributable to such amount from the ibistion Date to the date the assets are actualhsferred) shall be transferred in cash to the
TRICON Savings Plan and TRICON shall invest sug@hda its plan and trust in the same manner anggetion as it was invested in the
PepsiCo Savings Plan or otherwise at the directff@ach affected participant.

4.2 ESOP

At PepsiCo's election and as soon as reasonaldjigable after the Distribution Date with respeacitansferred Individuals and Transition
Individuals, after transfer to TRICON, the accounttsll Transferred Individuals and Transition iduals (described in Section 1.1(ddd)(2)
or (3)) shall either be (i) retained under the RépEmployee Stock Ownership Plan and such indadgighall not be considered to have
terminated service for any purposes under the Blafii) shall be transferred to the TRICON Savifian and invested in the PepsiCo or
TRICON stock funds, as applicable, under the TRIC&Nings Plan or, if such is not possible, in suctd or funds as otherwise determined
by TRICON or, at TRICON's election, as directeddagh such Transferred Individual or Transition Widlial, respectively. If the accounts of
Transferred Individuals and Transition Individuate retained under the PepsiCo Employee Stock GivipePlan, TRICON will undertake
inform PepsiCo of any change in employment statueng relevant information about TRICON employed®wave balances in the PepsiCo
Employee Stock Ownership Ple



ARTICLE
5
HEALTH AND WELFARE PLANS
5.1 ASSUMPTION OF HEALTH AND WELFARE PLAN LIABILITES

Immediately after the Distribution Date, all Liab#és for or relating to Transferred Individualsdan the PepsiCo Health and Welfare Plans,
PepsiCo Restaurant Health and Welfare Plans or DRIElealth and Welfare Plans shall cease to be litiakiof PepsiCo or the PepsiCo
Plans and shall be assumed by TRICON and the TRIE@&ith and Welfare Plans. Thus, TRICON shall lspoesible for all Liabilities that
pertain to Transferred Individuals, including aported claims that are unpaid, all incurred buatraported claims as of the Close of the
Distribution Date, and all future claims that pertep Transferred Individuals under the PepsiColtheend Welfare Plans, PepsiCo Restat
Health and Welfare Plans and the TRICON Health\Wietfare Plans. TRICON shall be required to makajiments due or payable to
Transferred Individuals under the TRICON Health &velfare Plans for the period beginning Immediatdigr the Distribution Date,
including incurred but not reported claims. Alldtments which have been prertified for or are being provided to a Transfdrhedividual a:
of the Close of the Distribution Date shall congrto be provided without interruption under therappiate TRICON Health and Welfare
Plan and TRICON shall continue to be responsibiaficLiabilities relating to, arising out of, oesulting from such on-going treatments as of
the Close of the Distribution Date. Unless otheenspecifically set forth in writing, TRICON shalbhbe entitled to assets associated with
PepsiCo Health and Welfare Plan, PepsiCo Restabieaith and Welfare Plan, or TRICON Health and \WefPlan including, but not
limited to, premium stabilization reserves, conti@cplan surpluses, any other reserve, prior intenpany assessments or premiums, any
prior per-capita inter-company rate payments, reirsément for charges or premiums previously caléar any other payment or credit, of
any nature whatsoever, from PepsiCo, any trustcésea with any plan or program or from any thi@Hy vendor.

5.2 ESTABLISHMENT OF MIRROR LTD VEBA

On or before the Distribution Date, TRICON shatbddish, or cause to be established, the TRICON VHBA, for the purpose of funding
long-term disability benefits under the TRICON Hband Welfare Plans. Such trust shall constitutelantary employees' beneficiary
association under Code Sec.501(c)(9) which is exérmom the imposition of federal income tax undede Sec.501(a).

5.3 LTD VEBA ASSET TRANSFERS

This Section 5.3 shall govern the transfer of asffetm the PepsiCo LTD VEBA to the TRICON LTD VEBASs soon as practicable after the
Close of the Distribution Date, PepsiCo shall detaee the aggregate present value, as of the Clabe ®istribution Date, of the future
benefit obligations of each PepsiCo Plan fundethkyPepsiCo LTD VEBA (separately with respect tari&ferred Individuals who are
eligible to receive benefits under the PepsiCo IMEBA as of the Close of the Distribution Date, awith respect to other individuals who
are not Transferred Individuals who are eligiblesach benefits). The future benefit obligationd & determined by the actuary appointed
by PepsiCo, for purposes of providing necessanyaaiel services for the PepsiCo LTD VEBA, in thédwing manner: the disabled life
reserve (exclusive of the incurred but not repot&E8INR") reserve) will be calculated as of the &oof the Distribution Date using
September 1, 1997 census information requestedtherthird-party administrator (Aetna). The reseiethe lives that will be transferred to
TRICON will be calculated separately. The actuaveasis for the disabled life reserve will be cadtet! using the following assumptions:
interest at 7% compounded annually; terminatiodisdbility based on rates of recovery and mortalgyeloped from the 1975 study of the
Society of Actuaries of experience under Group Ldlicies for durations of disablement of three gearless. For durations of disablement
in excess of three years, assumed terminationsaaed on a modification of the 1952 Disability Stulls soon as practicable after such
determination is made, there shall be transfemet the PepsiCo LTD VEBA to the TRICON LTD VEBA amount having a fair market
value on the date of transfer equal to the amaailcutated as [(A)/(B)] x (C), where "(A)" is thesdibled life reserve as of the Close of the
Distribution Date for the lives that will be trapsfed to TRICON using September 1, 1997 censusnr#ton; "(B)" is the disabled life
reserve for all lives under the PepsiCo LTD VEBAohshe Close of the Distribution Date using Sepieml, 1997 census information; and
"(C)" is the market value of the PepsiCo LTD VEB#sats on the date of transfer. PepsiCo shall dinedrustee of the PepsiCo LTD VEBA
to transfer cash to the trustee of the TRICON LTBBA in the amount determined above and TRICON gtiedict the trustee of the
TRICON LTD VEBA to accept such cash transfer.

5.4 CONTRIBUTIONS TO, INVESTMENTS OF, AND DISTRIBUDNS FROM VEBAS

Before the Close of the Distribution Date, PepséBall have sole authority to direct the trustethefPepsiCo LTD VEBA, and any other
VEBA sponsored by PepsiCo, as to the timing andmaaof any contributions, if any, to the PepsiCALVYEBA, and any other VEBA
sponsored by PepsiCo, the investment of any tes#ta, and the distributions and/or transfersust tssets to PepsiCo, TRICON, any
Participating Company in the trusts, any payingnagany successor trustee, or any other Person.

5.5 VENDOR CONTRACTS
(a) ASO Contracts, Group Insurance Policies, HM@e&ments and Letters of Understanding

(1) Before the Distribution Date, PepsiCo shalliténsole discretion, take such steps as are remgegsder each ASO Contract, Grc



Insurance Policy, HMO Agreement and letters of usidading and arrangements in existence as ofateeal this Agreement to permit
TRICON to participate in the terms and conditiohsuch ASO Contract, Group Insurance Policy, HMO&&gment or letters of
understanding and arrangements from Immediatedy #ie Distribution Date through December 31, 1¥3hsiCo, in its sole discretion, may
cause one or more of its ASO Contracts, Group brste Policies, HMO Agreements and letters of udeding and arrangements into
which PepsiCo enters after the date of this Agregnimit before the Close of the Distribution Dateallow TRICON to participate in the
terms and conditions thereof. Nothing containethis Section 5.5(a) shall preclude PepsiCo fromoshw to enter into ASO Contracts,
Group Insurance Policies, HMO Agreements or otbgtets of understandings and arrangements withanalifferent vendors.

(2) PepsiCo shall have the right to determine, stral promptly notify TRICON of, the manner in whi#RICON's participation in the terms
and conditions of ASO Contracts, Group Insurandeiges, HMO Agreements, letters of understanding arrangements as set forth above
shall be effectuated. The permissible ways in wHIBIRCON's participation may be effectuated incluol, are not limited to, automatically
making TRICON a party to the ASO Contracts, Graugurance Policies, HMO Agreement or letters of ustdading and arrangements or
obligating the third party to enter into a separa®0 Contract, Group Insurance Policy, or HMO Agneat or letters of understanding and
arrangements with TRICON providing (to the extersigticable and agreeable to such third party)Hersame terms and conditions as are
contained in the ASO Contracts, Group Insuranceigs] HMO Agreements and letters of understandimgjarrangements to which PepsiCo
is a party. Such terms and conditions shall inclindefinancial and termination provisions, perfonm@ standards, methodology, auditing
policies, quality measures, reporting requiremants target claims. TRICON hereby authorizes PepgGat on its behalf to extend to
TRICON the terms and conditions of the ASO CongaGtroup Insurance Policies, HMO Agreements andrietf understanding and
arrangements. TRICON shall fully cooperate with$¥€p in such efforts, and, for periods through Delser 31, 1998, TRICON shall not
perform any act, including discussing any alter@atirrangements with any third party, that woulejyutice PepsiCo's efforts.

(b) Effect of Change in Rates

PepsiCo and TRICON shall use their reasonabledffests to cause each of the insurance companig€)${ paid provider organizations and
third-party administrators providing services amaéfits under the PepsiCo Health and Welfare Rladshe TRICON Health and Welfare
Plans to maintain the premium and/or administratates based on the aggregate number of partisirmbioth the PepsiCo Health and
Welfare Plans, after the Close of the Distributidate, and the TRICON Health and Welfare Plans thindDecember 31, 1998, separately
rated or adjusted for the demographics, experiencther relevant factors related to the coveratigiants of PepsiCo and TRICON,
respectively. To the extent they are not succegsfslich efforts, PepsiCo and TRICON shall eachr trearevised premium or administrative
rates for health and welfare benefits attributablthe individuals covered by their respective Blan

(c) Management of the ASO Contracts, Group Inswealicies, HMO Agreements, Letters of Understagdind other Vendor Contracts

From September 1, 1997 through the Close of th&ibugion Date, TRICON shall be responsible, subjedhe direction and control of
PepsiCo, for the management of the existing cotuah@nd other arrangements pertaining to the aidtration of the PepsiCo Restaurant
Health and Welfare Plans. Immediately after theribistion Date, TRICON shall be responsible for theanagement and control of the ASO
contracts, Group Insurance Policies, HMO Agreemedetters of understanding, arrangements and e#redlor contracts and relationships to
the extent such contracts, policies and agreenagmily to the TRICON Health and Welfare Plans. Ntistanding the foregoing, nothing
contained in this Section 5.5(c) shall permit TRIKC® direct any insurance carrier, third-party vendr claims administrator with respect to
any contractual arrangement, policy or agreemenéainéng to or impacting any PepsiCo Health and féfel Plan.

5.6 PEPSICO SALARY CONTINUATION

PepsiCo shall be responsible for the administratioelaims incurred under the PepsiCo Salary Caoatiion Plan by Transferred Individuals,
and other employees and former employees of th€DRI Group before the Close of the Distribution Dat®vided, however, that effective
September 1, 1997 (unless PepsiCo directs othemvisgsole discretion), TRICON shall be respotesisubject to the direction and control
of PepsiCo, for administering or causing to be anilstered in accordance with its terms and appletdd, the TRICON Salary Continuation
Plan. Any determination made or settlements entietedoy PepsiCo with respect to such claims dhallinal and binding. PepsiCo shall
transfer to TRICON, effective Immediately after Bistribution Date, and TRICON shall assume resiility for (i) administering all claim
incurred by Transferred Individuals and other emeés and former employees of the TRICON Group leetfoe Close of the Distribution
Date that are administered by PepsiCo as of theeGdd the Distribution Date, and (ii) all Liabibt for Transferred Individuals as of the Cl
of the Distribution Date, in the same manner, asidgithe same methods and procedures, as Pep®@anudetermining and paying such
claims. As of the Close of the Distribution Dat&ITON shall have sole discretionary authority tckenany necessary determinations with
respect to such claims, including entering intdleetents with respect to such claims, and shadidbely responsible for any costs, liabilities
or related expenses of any nature whatsoever delateuch claims, payments or obligations.

5.7 POSTRETIREMENT HEALTH AND LIFE INSURANCE BENEFS

As soon as practicable after the Distribution DaR|CON shall determine all Transferred Individuadso are, to the best knowledge of
TRICON, eligible to receive retiree medical coveragd/or postretirement life insurance coverageutite PepsiCo Health and Welfare
Plans or PepsiCo Restaurant Health and WelfaresRlaiof the Close of the Distribution Date, andtyipe of retiree medical coverage and
level of life insurance coverage for which they aligible, as applicable. With respect to Transfdrindividuals receiving postretirement
health benefits or postretirement life insurancedfiégs under the PepsiCo Health and Welfare PlaiepsiCo Restaurant Health and Wel
Plans as of the Close of the Distribution Date, BN agrees to provide substantially the same pastnreent health and postretirement life
insurance benefits Immediately after the DistribntDate. To the extent a claim or cause of actgseded by or on behalf of any Transfer



Individual or any Liabilities arise at any time lfmling the Close of the Distribution Date in conti@c with such postretirement health or
postretirement life insurance benefits, TRICON Ebalsolely responsible for such Liabilities andlshold each member of the PepsiCo
Group and their respective directors, officers amgployees and the PepsiCo Plans harmless fordlllsabilities.

5.8 COBRA AND HIPAA

For periods prior to September 1, 1997, PepsiClh sbaesponsible for administering compliance vtk continuation coverage
requirements for "group health plans" under TitlefXhe Consolidated Omnibus Budget Reconciliafdahof 1985, as amended, and the
portability requirements under the Health InsuraRogability and Accountability Act of 1996 withggect to Transferred Individuals and
other employees and former employees of the TRI@DduUp and beneficiaries and dependents thereofren@RICON Group shall be
responsible for filing all necessary employee cleamgtices with respect to these persons in accoedaith applicable PepsiCo policies and
procedures. Effective September 1, 1997 and theredRICON shall be solely responsible for admnterisig compliance with such health
care continuation coverage and portability requéets with respect to these persons.

5.9 LEAVE OF ABSENCE PROGRAMS

TRICON shall be responsible for the administratimd compliance of all leaves of absences and tefategrams (including compliance with
the Family and Medical Leave Act) affecting Tramsdd Individuals for the period Immediately afteetClosing Date.

5.10 PEPSICO WORKERS' COMPENSATION PROGRAM

Notwithstanding any other provision of this Agreerner the Separation Agreement, effective Immedtiiaéer the Distribution Date
TRICON shall assume all Liabilities for Transferdedividuals related to any and all workers' conrgaion matters under any law of any
state, territory, or possession of the U.S. oMtstrict of Columbia and TRICON shall be fully resysible for the administration of all such
claims. If TRICON is unable to assume any such ilitgtor the administration of any such claim besawf the operation of applicable state
law or for any other reason, TRICON shall fully @mdnify PepsiCo for all such Liabilities, includitize costs of any administration that
TRICON has not been able to assume.

5.11 PEPSICO PRIVATE LINE EMPLOYEE ASSISTANCE PRO&R

Effective Immediately after the Distribution DaeRICON shall be responsible for the TRICON Priviaiee Employee Assistance Program
which is the employee assistance plan componeiieof RICON Employees Health Care Program with resfpeTransferred Individuals.

5.12 POST-DISTRIBUTION TRANSITIONAL ARRANGEMENTS
(a) Continuance of Elections, Co-Payments and MarirBenefits

............... (1) TRICON shall cause the TRICONaHie and Welfare Plans to recognize and maintdicoalerage and contribution elections
made by Transferred Individuals under the Pepsi€st&urant Health and Welfare Plans in effect fergariod immediately prior to the
Distribution Date and shall apply such electiondernthe TRICON Health and Welfare Plans for theaiwher of the period or periods for
which such elections are by their terms applicable.

............... (2) TRICON shall cause the TRICONaHile and Welfare Plans to recognize and give cffeditA) all amounts applied to
deductibles, out-of-pocket maximums, and otheriapgple benefit coverage limits with respect to sagpenses which have been incurred by
Transferred Individuals under the PepsiCo Restautanlth and Welfare Plans (or other PepsiCo Pliotghe remainder of the benefit limit
year in which the Distribution occurs, and (B)ahefits paid to Transferred Individuals underRepsiCo Restaurant Health and Well
Plans, (or other PepsiCo Plans) during and pridhedoenefit limit year in which the Distributioceurs, for purposes of determining when
such persons have reached their lifetime maximunefits under the TRICON Health and Welfare Plans.

(3) Subject to Section 5.8, TRICON shall recograind cover under the TRICON Health and Welfare Pilareugh December 31, 1998 all
eligible populations covered by the PepsiCo Heaftth Welfare Plans (pertaining to Transferred Irdiiails) and the PepsiCo Restaurant
Health and Welfare Plans on the Close of the Digtibn Date (determined under the applicable Ptauthents), including term and
temporary employees and all categories of part-emeloyees (which are fully and partially eligilite employer contributions).

(4) TRICON shall (A) provide coverage to Transferfedividuals under the TRICON Health and WelfatanB without the need to underg
physical examination or otherwise provide evideoicisurability, and (B) recognize and maintainiakvocable assignments and elections
made by Transferred Individuals in connection wfithir life insurance coverage under the PepsiCddresnt Health and Welfare Plans and
any predecessor plans.

(b) Administration

(1) Coordination of Benefits for Spouses and Depeis



Effective as of the first January 1 or change mifg status (within the meaning of the Code andligpple regulations) that occurs
Immediately after the Distribution Date, TRICON Bltause the TRICON Health and Welfare Plans taniteeligible Transferred Individua
to cover their lawful spouses as dependents if fawful spouses are active or retired PepsiCo eyegs (but were not otherwise covered
dependent under the PepsiCo Restaurant Health aifdré/Plans or other PepsiCo Plans due to theurigus status as both employee and
dependent of a PepsiCo employee). As of the faistidry 1 or change in family status (within the mieg of the Code and applicable
regulations) that occurs Immediately after the fiistion Date, PepsiCo shall cause the PepsiCothaad Welfare Plans to permit eligible
PepsiCo Group employees to cover their lawful spsas dependents if such lawful spouses are awtinatired TRICON employees. All
benefits provided under any such plans to a lagfioluse dependent of the other company's emplofieéide coordinated pursuant to the
terms and conditions of the applicable PepsiCoTdRICON Plans.

(2) Health Care Financing Administration Data Match

Immediately after the Distribution Date, TRICON Blessume all Liabilities relating to, arising aiftor resulting from claims verified by
PepsiCo or TRICON under the Health Care Financidgistration data match reports that relate ton$farred Individuals. TRICON and
PepsiCo shall share all information necessary tidyealth Care Financing Administration data nrateports regarding Transferred
Individuals. TRICON shall not change any employaentification numbers assigned by PepsiCo withotifying PepsiCo of the change and
the new Employee Identification Number.

(c) Other Post-Distribution Transitional Rules
(1) PepsiCo Reimbursement Plans

To the extent any Transferred Individual contriloutte an account under the TRICON Health Care Reisdment Plan or PepsiCo Depent
Care Reimbursement Plan during the calendar yaaintbludes the Distribution Date, effective ashaf Close of the Distribution Date,
TRICON shall be solely responsible for the accdaatinces of Transferred Individuals for such cadengar under the TRICON Health Care
Reimbursement Plan or TRICON Dependent Care Reiselpuent Plan.

(2) Health and Welfare Plans Subrogation Recovery

If TRICON recovers any amounts through subrogatioatherwise for claims incurred by or reimburse@mployees and former employees
of the PepsiCo Group and their respective benefgsand dependents (other than Transferred Inagi®), TRICON shall pay such amounts
to PepsiCo.

5.13 APPLICATION OF ARTICLE 5 TO THE TRICON GROUP

Any reference in this Article 5 to "TRICON" shatidlude a reference to another member of the TRIGDdIp when and to the extent
TRICON has caused the other member of the TRICOOUBto (a) become a party to a vendor contractymimesurance contract, HMO
agreement, letter of understanding or arrangenssacéated with a TRICON Health and Welfare Plapp@zome a self-insured entity for the
purposes of one or more TRICON Health and Welfdaes$? (c) assume all or a portion of the Liabititar administrative responsibilities for
benefits which arose before the Close of the Mustion Date under a PepsiCo Restaurant Health agléhv® Plan and which were expressly
assumed by TRICON pursuant to this Agreement, ptafce any other action, extend any coverage, assuny other Liability or fulfill any
other responsibility that TRICON would otherwiserequired to take under the terms of this ArticleiBless it is clear from the context that
the particular reference is not intended to incladether member of the TRICON Group. In all sudtances in which a reference in this
Article 5 to "TRICON" includes a reference to armtmember of the TRICON Group, TRICON shall be oesible to PepsiCo for ensuring
that the other member of the TRICON Group comphigh the applicable terms of this Agreement andThensferred Individuals allocated
such member of the TRICON Group shall have the séghés and entitlements to benefits under theiapple TRICON Health and Welfare
Plans that the Transferred Individual would have ti&e or she had instead been allocated to TRIC



ARTICLE
6
EXECUTIVE PROGRAMS
6.1 ASSUMPTION OF OBLIGATIONS

Effective Immediately after the Distribution Datee TRICON Group shall assume and be solely rediplerfer all Liabilities to or relating to
Transferred Individuals under all PepsiCo ExecuBvegrams. TRICON shall be solely responsible fiosuech Liabilities notwithstanding a
failure by TRICON to complete its obligations undeis Article 6.

SHORT-TERM INCENTIVE PLANS

With respect to all Awards that would otherwisepagable under a Short-Term Incentive Plan to Teansél Individuals for the 1997
performance year, TRICON shall be responsible &enining (a) the extent to which establishedqrenince criteria have been met, anc
the payment level for each Transferred Individaalthe 1997 performance year, and TRICON shalldbel\sresponsible for paying all such
Awards. Nothing contained in this Section 6.2 skaltitle PepsiCo or TRICON to any contributions &y Short-Term Incentive Plan
payment made by the other under this Section.

6.3 LONG-TERM INCENTIVE PLAN AND STOCK OPTION INCENVE PLAN

PepsiCo and TRICON shall use their reasonabledffests to take all actions necessary or appropsatthat each outstanding Award gral
under any PepsiCo Long-Term Incentive Plan or RapSitock Option Incentive Plan held by any Transféindividual shall be converted,
as set forth in this Section 6.3, to an Award urtHerTRICON Long¥erm Incentive Plan or TRICON Stock Option InceatRlan, whicheve
is applicable, as provided below. References taRapand its affiliates under the PepsiCo Long-Taroentive Plan and the PepsiCo Stock
Option Incentive Plan shall be amended to ref@R&CON and its affiliates.

The treatment of outstanding Awards described beloall also apply to Transferred Individuals whe eompensated under a payroll which
is administered outside the 50 United Stateseititdries and possessions, and the District oti@dbiia; provided, however, if such treatment
is not legally permitted, or results in adversessmuence for PepsiCo or the Transferred Indivicagatietermined by PepsiCo in its sole
discretion, PepsiCo may determine in its sole dismn, a different treatment.

(a) Transferred Individuals Who Are Active Emploged TRICON
(1) Before 1996 Award Year Stock Options

Effective Immediately after the Distribution Dagach Award or grant consisting of an option basedrdncluded in an award year before
1996, regardless of the date granted, that isandgtg under the PepsiCo Stock Option Incentiva BtaPepsiCo Long-Term Incentive Plan
as of the Close of the Distribution Date for Tramsdd Individuals shall continue to be held as ptioa for PepsiCo Capital Stock. At
PepsiCo's election, such Award or grant shall eifheemain, and recordkeeping accounts shall batained, under the PepsiCo Stock
Option Incentive Plan or PepsiCo Long-Term Incenflan, whichever is applicable, after the DistifiuDate and, at PepsiCo's further
election, TRICON shall be fully responsible for ddistering and providing for the recordkeeping $ach PepsiCo options under the Pep:
Stock Option Incentive Plan or PepsiCo Long-Tergehtive Plan in a manner consistent with provisioinsuch plans, or (ii) be held and
treated, and recordkeeping accounts shall be niaéatdy TRICON, under the TRICON Stock Option Inibem Plan or TRICON Long-Term
Incentive Plan. As soon as practicable after tharbution Date, the number of options and the @serprice for such options which shall
continue to be held as options for PepsiCo Cafitatk shall be adjusted, as of the Close of th&ribigion Date, by a Conversion Formula.
The determination of which company shall be erdite any tax deduction and any other treatmenteelto any such tax deduction (federal
and state) with respect to the exercise of suclsiBepstock options shall be made in accordance aytiicable provisions of the Tax
Separation Agreement. TRICON shall be solely resitda for all recordkeeping, plan maintenance aidinistrative costs and fees
associated with such PepsiCo options.

(2) 1996 or Later Award Year Stock Options

Effective Immediately after the Distribution Da&ach Award or grant consisting of an option basedrdncluded in an award year of 1996,
regardless of the date of the grant, under thei@epdsong-Term Incentive Plan or PepsiCo Stock Qptitrcentive Plan that is outstanding as
of the Close of the Distribution Date for all suttansferred Individuals shall be converted to amiéor TRICON Common Stock under the
TRICON Long-Term Incentive Plan or TRICON Stock ©ptincentive Plan, whichever is applicable, andlldbe transferred to the
recordkeeper of the TRICON Long-Term Incentive RlaTRICON Stock Option Incentive Plan, as apprateri As soon as practicable after
the Distribution Date, the number of options arglelxercise price for such options converted tooogtfor TRICON Common Stock shall be
determined, as of the Close of the DistributionedD@t accordance with a Conversion Formula. Sudveded TRICON stock option grants
shall continue to vest and become exercisable uhéeFRICON Stock Option Incentive Plan or TRICObNg-Term Incentive Plan in
accordance with the terms of the original grantarrie PepsiCo Stock Option Incentive Plan or Rapsiong-Term Incentive Plan,
whichever is applicable. TRICON shall be the ohbligdth respect to such options. TRICON shall beelyotesponsible for all stock optic



grants and payments under the TRICON Stock Optioaritive Plan or TRICON Long-Term Incentive Plaithwespect to, but not limited
to, recordkeeping, administrative costs and felas, maintenance, option exercise and related liagdi.

(3) Performance Units
............... (i) 1994 Award Year

PepsiCo shall cause each Award under the Pepsi@g-Term Incentive Plan consisting of PepsiCo penfionce unit awards based on the
1994 award year that is (A) outstanding as of tles€of the Distribution Date, and (B) is held byransferred Individual who, as of the
Distribution Date, is an active employee of, oreave of absence from, the TRICON Group, to remaaimutstanding Award under the
PepsiCo Long-Term Incentive Plan under its origteains and conditions; provided, however, that(gnsferred Individuals shall not be
deemed to have terminated employment under tha@®eheng-Term Incentive Plan until such time asythave terminated employment
from TRICON, and (ii) PepsiCo ,in its sole discoeti shall determine the administration and relatedrkeeping with respect to Awards for
Transferred Individuals, including transfer of i@lated recordkeeping and administration to TRIC@btwithstanding the foregoing, for
purposes of determining whether any performancetargets have been attained for Awards from tt#li@8vard year, performance shall be
measured based on the consolidated performanoepsi®o and TRICON for the 1994 through 1997 perforce period. TRICON agrees to
furnish PepsiCo with such data and information ag ive necessary for PepsiCo to determine consetigagrformance results for the
applicable performance period and PepsiCo, inoits discretion, shall determine whether and to vexént performance criteria or targets
have been attained.

(i) 1996 Award Year

To the extent a Transferred Individual has an Awarder the PepsiCo Long-Term Incentive Plan cangisif PepsiCo performance units
from the 1996 award year or later that is (A) aansling as of the Close of the Distribution Date] é8) held by a Transferred Individual w!
as of the Distribution Date, is an active emplog&eor on leave of absence from, the TRICON GrdatRlCON agrees to assume such Award
under the TRICON Long-Term Incentive Plan, effeetimmediately after the Distribution Date. The nembf TRICON performance units
shall be adjusted as determined by PepsiCo imlésdiscretion. Each such Award assumed by TRICEB®I stherwise have the same terms
and conditions as were applicable to the correspgridlepsiCo Award as of the Close of the DistrimutDate, except that references to
PepsiCo and its affiliates shall be amended ta tef@ RICON and its affiliates. For purposes ofaigtining whether a performance unit
target has been attained for the 1996 award yehaay subsequent year Awards, TRICON shall be requd measure its performance
period based solely on TRICON's performance andiBepshall have no responsibility, financial orethise, to Transferred Individuals for
these 1996 or later Awards. To the extent any Avedigerformance units has been assumed by TRICOWslaares distributable by reaso
such Awards shall be in the form of TRICON Commadoc®. TRICON shall be solely responsible for altlsiLiabilities notwithstanding any
failure by TRICON to complete its obligations undeis Article 6.

(b) Transferred Individuals Who Are Not Active Erapées of TRICON

Each outstanding Award under the PepsiCo Long-Tlaoantive Plan and each grant under the PepsiGzk 8ption Incentive Plan that is
held by a Transferred Individual who, as of thegglof the Distribution Date, is not an active emgpbof, or on leave of absence from, the
TRICON Group shall remain outstanding Immediatdtgrathe Distribution Date in accordance with gsms as applicable as of the Close of
the Distribution Date, subject to such adjustmeastmay be applicable to outstanding Awards helmhiyiduals who remain active
employees of, or on leave of absence from, theiepSroup after the Distribution Date.

6.4 DEFERRAL PROGRAMS
(a) PepsiCo Executive Income Deferral Program

Immediately after the Distribution Date, the lidyilwith respect to the balance of any Transfetretividual in an account under the PepsiCo
Executive Income Deferral Program as of the Cldda@Distribution Date shall be transferred to TRICON Executive Income Deferral
Program. TRICON agrees to maintain and adminiseMRICON Executive Income Deferral Program (1asdo continue all elections by
Transferred Individuals under the PepsiCo Executiceme Deferral Program, and (2) in a mannerwhihensure that as of the Close of
Distribution Date, the investment choices will he same; provided , however, that TRICON may,drsdle discretion amend, modify or
terminate investment alternatives after the Distitn Date. Account balances invested in wholengrart in PepsiCo phantom shares as of
the Close of the Distribution Date, shall be cote@ito investments in phantom shares of PepsiCa&@ON in a manner consistent with
the treatment of employer securities in the Pep8i@vings Plan and the TRICON Savings Plan, asrdéted in PepsiCo's sole discretion.
After the Close of the Distribution Date, TRICONa#ithave the right to amend or modify such investhaptions.

(b) PepsiCo Performance Share Unit Deferral Program

Immediately after the Distribution Date, any obtigas or Liabilities with respect to the balanceaaly Transferred Individual in an account
under the PepsiCo Performance Share Unit DeferogrBm as of the Close of the Distribution Dateldbatransferred to and assumed by
TRICON Performance Share Unit Deferral Program.

TRICON agrees to maintain and continue all electioy Transferred Individuals under the PepsiCodPerince Share Unit Defert



Program, and to provide, as of the Close of théribigion Date, the same investment choices asigeohvby this Program.; provided,
however, that deferrals credited to the phantoroksitovestment account shall be converted to investmin phantom shares of PepsiCo and
TRICON in a manner consistent with the treatmerdgroployer securities in the PepsiCo Savings Planttaa TRICON Savings Plan, as
determined in PepsiCo's sole discretion. AfterGlase of the Distribution Date, TRICON shall hake tight to amend or modify such
investment options.

(c) PepsiCo Option Gains Deferral Program

Effective as of the Close of the Distribution Datay obligations or Liabilities with respect to thalance of any Transferred Individual under
the PepsiCo Option Gains Deferral Program shaltdesferred to and assumed by TRICON. TRICON agieesaintain and administer the
current deferrals under the PepsiCo Option Gairferite Program, as of the Close of the Distributiate, so as to maintain and continue all
elections by Transferred Individuals under the Rep®ption Gains Deferral Program; provided, howetleat Transferred Individuals shall
not be permitted to defer any gains by reasonegttercise of any option after the Close of theribigtion Date under the PepsiCo Long-
Term Incentive Plan and Transferred Individualdisiat be credited with any phantom PepsiCo stetdck units, or dividend equivalents
under the TRICON Option Gains Deferral Programdiwihg the Close of the Distribution Date.

6.5 RESTAURANT DEFERRED COMPENSATION PLAN

Effective Immediately after the Distribution DafeRICON shall have established the TRICON Restaupaférred Compensation Plan and
shall have assumed all Liabilities under the Resta#Deferred Compensation Plan. Effective Immedjafter the Distribution Date,
TRICON shall cause such TRICON Restaurant Defe@rathpensation Plan to have the same investmentngpdiod phase-out of investment
features as TRICON will apply to the TRICON Savifijan. PepsiCo shall not transfer any assets t&€DORI in connection with the
Restaurant Deferred Compensation Plan.

6.6 EXECUTIVE LOAN PROGRAM

Effective Immediately after the Distribution Da#RICON shall assume, accept the assignment ofparsiblely responsible for all loans
extended to Transferred Individuals under the Rap&ixecutive Loan Program. TRICON agrees to exesuth documents as may be
necessary to effect the assignment of any outsigridans and any related security for such loadsagmees to guarantee all such loan
repayments to the applicable lender and to holagiRepharmless for any amounts due and owing on kmaets with respect to Transferred
Individuals.

6.7 STOCK OPTION INCENTIVE PLAN RECORDKEEPING ACCOITS

PepsiCo and TRICON shall make their reasonabledfésts to provide accurate, timely informatiorthviespect to stock options granted
Transferred Individuals under the PepsiCo Stockdddnhcentive Plan and PepsiCo Lomigrm Incentive Plan and the TRICON Stock Op
Incentive Plan and TRICON Long-Term Incentive PMfhichever of PepsiCo or TRICON controls, and spansible for providing, the
information to a recordkeeper, may take such ac®is necessary to effectuate a correction okammneous or inaccurate information
provided to the recordkeepers of the TRICON Stopkidd Incentive Plan or the TRICON Long-Term IndeetPlan and the PepsiCo Stock
Option Incentive Plan or the PepsiCo Long-Term itive Plan, respectively. On or after the Clos¢hefDistribution Date, PepsiCo shall be
under no obligation to accept any data correctidah vespect to any TRICON employee's eligibility fiock option grants. TRICON agrees
that in the event that any stock option is incdfyear erroneously exercised under the PepsiCokSByation Incentive Plan or the PepsiCo
Long-Term Incentive Plan, due to the untimely @dcurate transmission of data to the recordkedpied?epsiCo Stock Option Incentive
Plan or the PepsiCo Long-Term Incentive Plan, TRNCGShall indemnify PepsiCo and hold PepsiCo andiiesctors, officers, employees and
the Plans harmless for any Liabilities arising assalt of such transaction, including reimburditepsiCo for amounts paid to any individual
by reason of the improper exercise of an option.

TRICON shall be responsible for the integrity ofatata or information that it provides to the retiaeper of the PepsiCo Stock Option
Incentive Plan or the PepsiCo Long-Term IncentilPTRICON agrees to provide to PepsiCo unlimdedess to records in its possession
which may be relevant to eligibility, vesting, egise or other aspects of the PepsiCo Stock Optioaritive Plan or the PepsiCo Long-Term
Incentive Plan with respect to any TransferredMittlial or Transition Individual.

TRICON shall provide or cause to be provided atlrsinformation as may be reasonably necessarygoiiredl by PepsiCo, in its sole
discretion, to prepare any financial returns, rdsar reports and shall provide such informatioradimely basis sufficiently far in advance
permit the orderly preparation and filing of suaiahcial returns, records and repo



ARTICLE

MISCELLANEOUS BENEFITS
7.1 SHAREPOWER PLAN
(a) Treatment of Outstanding Grants Under Pepsi@oelower Plan

Effective Immediately after the Distribution Datdl, outstanding vested stock option grants undePbpsiCo SharePower Plan as of the
Close of the Distribution Date of all Transferrediividuals shall continue to be held as optionsfepsiCo Capital Stock and, at PepsiCo's
election, shall either

(1) remain, and recordkeeping accounts shall bataiaed, under the PepsiCo SharePower Plan aédbidtribution Date and, at PepsiCo's
further election, TRICON shall be fully responsilide administering and providing for the recordkiegpfor such PepsiCo options under the
PepsiCo SharePower Plan in a manner consistenpwathsions of such plan, or (2) be held and treaéd recordkeeping accounts shall be
maintained, under the TRICON SharePower Plan. As 88 practicable after the Distribution Date,ribienber of options and the exercise
price for such options which shall continue to letdtas options for PepsiCo Capital Stock shalldjasded, as of the Close of the Distribution
Date, by a Conversion Formula. The determinatiowldth company shall be entitled to any tax deducdnd any other treatment related to
any such tax deduction (federal and state) withaessto the exercise of such PepsiCo stock opsba#i be made in accordance with
applicable provisions of the Tax Separation Agresimigffective Immediately after the Distribution @aall outstanding nonvested stock
option grants under the PepsiCo SharePower Plahthe Close of the Distribution Date of all suatafisferred Individuals shall be conver
to options for TRICON Common Stock under the TRICSINarePower Plan and shall be transferred to tteedkeeper of the TRICON
SharePower Plan. The number of options and theciseegprice for such TRICON options shall be deteediin accordance with the
Conversion Formula. Such converted, transferredCTIN stock option grants shall continue to vest lacbme exercisable under the
TRICON SharePower Plan in accordance with the témneffect as of the date of the original grant emthe PepsiCo SharePower Plan.
TRICON shall be the obligor with respect to suckiaps. TRICON shall be solely responsible for alpacts of the stock option grants under
the TRICON SharePower Plan, including, but nottéaito, recordkeeping, administrative costs and,fpkan maintenance, option exercise
and related tax filings.

The foregoing shall apply to Transferred Individuaho are compensated under a payroll which is midtered outside the 50 United States,
its territories and possessions, and the Distfi@alumbia; provided, however, if such treatmentds legally permitted, or results in adverse
consequences for PepsiCo or the Transferred IndiVigs determined by PepsiCo in its sole disaneti@psiCo may determine in its sole
discretion, a different treatment.

(b) Recordkeeping Accounts

PepsiCo and TRICON shall make their reasonabledfésts to provide accurate, timely informatiorthviespect to stock options granted
Transferred Individuals under the PepsiCo ShareP&tem. Whichever of PepsiCo or TRICON controlg] @responsible for providing, the
information to a recordkeeper, may take such acm®is necessary to effectuate a correction ofamneous or inaccurate information
provided to the recordkeepers of the TRICON ShareP®@lan or the PepsiCo SharePower Plan, respbct®a or after the Close of the
Distribution Date, PepsiCo shall be under no olligeto accept any data correction with respeetrtp TRICON employee's eligibility for
stock option grants. TRICON agrees that in the etheat any stock option is incorrectly or errondguexercised under the PepsiCo
SharePower Plan, due to the untimely or inaccuratessmission of data to the recordkeeper, TRICOMNI #demnify PepsiCo and hold
PepsiCo and its directors, officers, employeesthad’lans harmless for any Liabilities arising assalt of such transaction, including
reimbursing PepsiCo for amounts paid to any indigldy reason of the improper exercise of an option

TRICON shall be responsible for the integrity ofatata or information that it provides to the rettageper. TRICON agrees to provide to
PepsiCo unlimited access to records in its possesghich may be relevant to eligibility, vestingeecise or other aspects of the PepsiCo
SharePower Plan with respect to any Transferreitheal or Transition Individual.

TRICON shall provide or cause to be provided atltsinformation as may be reasonably necessaryqoiired by PepsiCo, in its sole
discretion, to prepare any financial returns, rdsar reports and shall provide such informatioradimely basis sufficiently far in advance
permit the orderly preparation and filing of suaiahcial returns, records and reports.

7.2 STOCK PURCHASE PLAN
(a) Transfer of PepsiCo Capital Stock

With respect to all Transferred Individuals who &doeneficial ownership of PepsiCo Capital StocthmPepsiCo Stock Purchase Plan, as of
the Close of the Distribution Date, PepsiCo shadhte individual accounts under the PepsiCo DRiB,shall transfer such PepsiCo Capital
Stock to those accounts, as of the Close of theibusion Date or as soon as practicable thereafter

(b) Transfer of TRICON Common Sto



With respect to all Transferred Individuals who ta@e beneficial owners of TRICON Common Stock reegiunder the PepsiCo Stock
Purchase Plan, as a result of the Distribution, OB\ shall create individual accounts under the TBNCStock Purchase Plan for the purg
of receiving such TRICON Common Stock which shaltiansferred by PepsiCo, as of the Close of tis&ribution Date or as soon as

practicable thereafter.

With respect to all employees or former employdab® PepsiCo Group who become beneficial owne/BRICON Common Stock received
under the PepsiCo Stock Purchase Plan, as a oési# Distribution, TRICON shall create individuedcounts under the TRICON DRIP, for
the purpose of receiving such TRICON Common Stoblciwshall be transferred by PepsiCo, as of the€af the Distribution Date or as

soon as practicable thereaft



ARTICLE
8
TRANSITIONAL ARRANGEMENTS
8.1 TRANSITION INDIVIDUALS/RECOGNITION OF SERVICE

The parties intend that, for the duration of thangition Period, the respective Plans of Pepsi@ol&ICON shall mutually recognize
service, compensation, and other benefit determifantors (except as otherwise provided herein wagipect to stock options) with respect to
Transition Individuals as if the Transition Indivial's service recognized by either the PepsiCo Gorihe TRICON Group, respectively, |
been performed entirely for the Hiring CompanytHis regard, in determining a Transition Individeaervice under the Hiring Company's
Pension Plan, Pension Equalization Plan, Savirgs, BharePower Plan, Stock Purchase Plan, Healtlivaifare Plans, Executive Progral
vacation and payroll practices, and other PlaresHining Company shall grant full credit for an@ognition of the Transition Individual's
service as such may be recognized under the abemtaned plans and programs.

8.2 PENSION PLANS
(a) Assumption of Liabilities/Noncommencement oh&iens

Effective as of the date a Transition Individualransferred to a Hiring Company: (i) the Hiringr@eany's Pension Plan shall assume and be
solely responsible for all Liabilities to or relagi to the Transition Individual under the Prior G@any's Pension Plan; and (ii) no pension
benefits with respect to the Transition Individéraim a Prior Company's Pension Plan or Pension legtian Plan shall commence while he
or she is employed by the Hiring Company.

(b) Asset/Liability Allocations and Transfers

PepsiCo or TRICON, as applicable, shall arrangeatusfer liabilities and assets under the Prior famy Pension Plan and/or Pension
Equalization Plan to the Hiring Company PensiomRad/or Pension Equalization Plan relating tobieefit of each Transition Individual
effective as of the date a Transition Individuairansferred to a Hiring Company. The calculatibthe liability related to each such
Transition Individual shall be calculated in acade with the same procedures and assumptionsdgibin Section 3.2(b) effective as of the
date the Transition Individual is transferred te tiring Company. The assets relating to suchlitgtshall be transferred, as soon as
practicable after the Transition Period, from thenpand trust maintained by the company which feansd the greater aggregate liability
related to Transition Individuals to the plan angt maintained by the company which transferredelsser aggregate liability related to
Transition Individuals during the entire TransitiBariod. The amount of the assets to be transfémwedthe Master Trust shall be aggregated
with the amount of assets equal to all liabilitiesthe extent funded, for all Transition Individeiransferred during the Transition Period,
adjusted by decreasing such amount for the amdunabilities related to Transition Individuals trsferred during the Transition Period fri
the company receiving assets. Assets shall beféraed only to the extent that transferred lialgitare funded. Thus, no assets will be
transferred with respect to any Pension Equalindian Liabilities.

8.3 SAVINGS PLAN

Upon a Transition Individual's transfer to a Hiri@@gmpany (i) the Prior Company shall cause the @usoof the Transition Individual under
the Prior Company's Savings Plan which are helthby related trusts to be transferred to the spwading Hiring Company's Savings Plan
and their related trusts as soon as practicalde gif¢ Transition Individual's date of transferg &ii) the Hiring Company shall cause the
transferred accounts to be accepted by its plathdrasts; and (iii) as soon as the assets rel&inige Transition Individual's account have
been transferred, the Hiring Company's Savings shatl assume and be solely responsible for alilifges to or relating to the Transition
Individual under the corresponding Prior Compa®asings Plan. Assets may be transferred from tloe EBompany Savings Plan to the
Hiring Company Savings Plan in cash or in kind @odhe extent practicable, the Transition Indidtisiaccounts shall be invested in
comparable investment options under the Hiring CamySavings Plan as his or her accounts were iedestder the Prior Company Savit
Plan immediately before the transfer.

8.4 HEALTH AND WELFARE PLANS
(a) Continuance of Elections, Co-Payments, and Maxi Benefits.

Each of PepsiCo and TRICON shall cause the HealthVdgelfare Plans of itself and its affiliates teognize and maintain all coverage and
contribution elections made by Transition Indivituander the Health and Welfare Plans of the atberpany and its affiliates. Each Hiring
Company shall apply such elections under its Hemlth Welfare Plans for the remainder of the peoiogeriods for which the elections are
their terms originally applicable; provided, howetgat Hiring Company shall cause the Hiring Comphiealth and Welfare Plans to permit
new coverage and contribution elections by Tramsithdividuals in the same manner as such electia@re permitted by PepsiCo for
transfers between its divisions before the DistidruDate.



PepsiCo Health and Welfare Plans and TRICON HeadthWelfare Plans shall recognize and give crediall amounts applied to
deductibles, out-of-pocket maximums, and otheriapgple benefit coverage limits with respect to ¢herent year.

(b) Reimbursement Plans

To the extent any Transition Individual contributedan account under a Prior Company's ReimburseRlan during a calendar year falling
within the Transition Period, the Prior Companylktransfer to the Hiring Company (a) the liabilfir such account balances for that
calendar year and (b) an equal amount of cashvercuch liability.

8.5 EXECUTIVE PROGRAMS
(a) Long-Term Incentive Plan and Stock Option Iriz@nPlan

Effective as of the date a Transition Individualremsferred to a Hiring Company, the Transitiodividual shall retain such stock options,
phantom shares, and performance units as wereegrantawarded and in effect as of the effective d@atransfer under the Prior Company
Plans. Service with the Prior Company and the lgi@@ompany shall be mutually recognized under eaafipany's LongFerm Incentive Pla
and Stock Option Incentive Plan.

(b) Restaurant Deferred Compensation Plan

To the extent the Transition Individual is a pap#mnt in the Restaurant Deferred Compensation Riaah s transferred from TRICON to
PepsiCo, TRICON shall retain all Liabilities withgard to such Transition Individual under the Rastat Deferred Compensation Plan.
TRICON will amend its plan to preclude distributiban account of termination of employment priottte Transition Individual's termination
of employment from PepsiCo or TRICON.

(c) Deferral Programs

Effective as of the date a Transition Individualremsferred to a Hiring Company, the Transitiodividual's account balance under the
Deferral Programs of the Prior Company shall reneaithe books and records of the Prior Company.Traasition Individual shall not be
entitled to a distribution from such Deferral Praxgs at the Prior Company by reason of the transfer.

8.6 SHAREPOWER PLANS

Effective as of the date a Transition Individualransferred to a Hiring Company, the Transitiodividual shall retain such stock options as
were granted or awarded and in effect as of thectife date of transfer under the Prior Company&Pawer Plan. Service with the Prior
Company and the Hiring Company shall be mutualkbpgmized under each company's SharePower Plans.

8.7 STOCK PURCHASE PLANS

As soon as practicable after a Transiton Individsidlansferred to a Hiring Company, the Prior Campshall determine whether the
Transition Individual has a beneficial interesaimy stock (PepsiCo Capital Stock or TRICON Commturtl§ as applicable) purchased under
the Prior Company Stock Purchase Plan. In the @han& Transition Individual has a beneficial et in any stock (PepsiCo Capital Stock
or TRICON Common Stock, as applicable) purchasetbuthe Prior Company Stock Purchase Plan, the Eompany shall transfer such
stock to an individual account established undeDRIP for the benefit of such Transition Indivitlua

8.8 SHORT-TERM INCENTIVE PLAN

To the extent a Transition Individual is hired ehired by a Hiring Company during the Transitiomi& the payment of any Award under
the PepsiCo Short-Term Incentive Plan or TRICONrgherm Incentive Plan or any comparable or otherritige or award program shall
paid for in its entirety by the entity (PepsiCoT®®ICON) on whose payroll the Transition Individueds employed on December 31, 1997
(for the 1997 performance year) or December 318189 the 1998 performance year) and shall bedasehe Transition Individual's peri
of employment with both the Hiring Company and Fhér Company during the performance year in qoastNeither PepsiCo nor TRICON
shall be entitled to any reimbursement from theptbr payments under this Secti



ARTICLE
9
GENERAL
9.1 PAYMENT OF AND ACCOUNTING TREATMENT FOR EXPENSEAND BALANCE SHEET AMOUNTS
(a) Expenses

All expenses (and the accounting treatment reldtekbto) through the Close of the Distribution Daggarding matters addressed herein shall
be handled and administered by PepsiCo and TRIGCA¢¢ordance with past PepsiCo accounting anddiabpractices and procedures
pertaining to such matters. To the extent expeasesnpaid as of the Close of the Distribution Dbt pertain to Transferred Individuals,
TRICON or any member of the TRICON Group, TRICONIlsbe solely responsible for such payment, withegiard to any accounting
treatment to be accorded such expense by PepsiTRIGON on their respective books and records. d¢eunting treatment to be accorded
all such expenses, whether such expenses arep&iedsiCo or TRICON, shall be determined by PepiGts sole discretion.

(b) Balance Sheet Amounts

TRICON shall assume any balance sheet liabilityafoy Liability assumed by it under this Agreemenbéthe Close of the Distribution Date
or thereafter, with respect to any Transferredvidial or Transition Individual. The determinatiohany balance sheet liability as of the
Close of the Distribution Date shall be determibgdPepsiCo in its sole discretion consistent wabt@ccounting practices, consistently
applied.

9.2 SHARING OF PARTICIPANT INFORMATION

PepsiCo and TRICON shall share, PepsiCo shall caarsie applicable member of the PepsiCo Group teeshad TRICON shall cause each
applicable member of the TRICON Group to shareh wich other and their respective agents and veifaithout obtaining releases) all
participant information necessary for the efficiant accurate administration of each of the PepBi@os and the TRICON Plans during the
Transition Period. PepsiCo and TRICON and theipeetive authorized agents shall, subject to apipléckaws on confidentiality, be given
reasonable and timely access to, and may makescofiall information relating to the subjects loistAgreement in the custody of the other
party, to the extent necessary for such administratintil the Close of the Distribution Date, plrticipant information shall be provided in
the manner and medium applicable to Participatiogn@anies in the PepsiCo Plans generally, and thiereatil December 31, 1998, all
participant information shall be provided in a manand medium that is compatible with the data @semg systems of PepsiCo as in effect
of the Close of the Distribution Date, unless otfise agreed to by PepsiCo and TRICON.

9.3 RESTRICTIONS ON EXTENSION OF OPTION EXERCISERBEDS, AMENDMENT OR MODIFICATION OF OPTION TERMS
AND CONDITIONS

TRICON agrees that, without the prior written cantsaf PepsiCo, neither TRICON nor any of its affiis shall take any action to extend the
exercise period of or to provide for additional tveg with respect to any PepsiCo options for Transfd or Transition Individuals, including,
but not limited to, providing such Transferred eaisition Individuals with leaves of absences @t termination or severance
arrangements. Neither TRICON nor any of its affd&amay in any way or for any purpose modify, atéenend or terminate any terms or
conditions with respect to any PepsiCo option.

9.4 NON-SOLICITATION OF EMPLOYEES

For a period of two years from the Close of thetfilistion Date, TRICON and its affiliates will nakithout the prior written consent of
PepsiCo, and PepsiCo and its affiliates will nathaut the prior written consent of TRICON, whetlagmectly or indirectly, solicit (in writing
or orally) for employment or other services, whethg an employee, officer, director, agent, coastilbr independent contractor, any person
who or which is at the time of such solicitationeanployee, agent, representative, officer or dineot the other party; provided, however,
that this covenant shall continue to apply in theecof Persons who have left the employ of eithetypvithin a thirty day period prior to
being solicited by the other party.

9.5 REPORTING AND DISCLOSURE AND COMMUNICATIONS TOARTICIPANTS

While TRICON is a Participating Company in the R€psPlans, TRICON shall take, and shall cause etloér applicable member of the
TRICON Group to take, all actions necessary or aypate to facilitate the distribution of all Pe@si Plan-related communications and
materials to employees, participants and benei@gaincluding summary plan descriptions and relstenmaries of material modification,
summary annual reports, investment informationspeatuses, notices and enroliment material foTfRECON Plans. TRICON shall assist,
and TRICON shall cause each other applicable mewfttbe TRICON Group to assist, PepsiCo in commgwiith all reporting and
disclosure requirements of ERISA, including thepgamation of Form 5500 annual reports for the Pep$tains, where applicabl



9.6 PLAN AUDITS
(a) Audit Rights with Respect to the AllocationTmansfer of Plan Assets

The allocation of Pension Plan assets and liadsliiursuant to

Section 3.2 and the transfer of assets from PepgEEBAs pursuant to Section 5.2, shall, at the @acdf TRICON, be audited on behalf of
both PepsiCo and TRICON by an actuarial and begefisulting firm mutually selected by the partiese scope of such audit shall be
limited to the accuracy of the data and the acguofithe computation and adherence to the methggddpecified in this Agreement and
except as set forth in the penultimate sententei®f

Section 9.6(a), such audit shall not be bindinghenparties. The actuarial and benefit consultimg Ehall provide its report to both PepsiCo
and TRICON. No other audit shall be conducted wépect to the transfer or allocation of Plan &saetl no issue of any nature whatsoever
may be raised by TRICON once the allocation has lediected. TRICON shall pay or shall be respomsibt the payment of the full costs of
such audit. To the extent such audit recommendsage to the value of assets allocated to a TRIG@N of less than 5%, the original
determination shall be binding on the parties drall :10t be subject to the dispute resolution pseqaovided under the Separation
Agreement. To the extent such audit recommends autiange of 5% or more, any unresolved disputedmat the parties as to whether and
how to make any change in response to such recodatien shall be subject to the dispute resolutiamt@ss provided under the Separation
Agreement.

(b) Audit Rights With Respect to Information Proedl

............... (1) Each of PepsiCo and TRICON, #radr duly authorized representatives, shall h&eeright to conduct audits at any time upon
reasonable prior notice, at their own expense, retipect to all information provided to it or toyaPlan recordkeeper or third party
administrator by the other party; provided, howetieat PepsiCo or itsauthorized representatives atayRICON's expense, conduct audi
any time with respect to any information related&psiCo options granted to Transferred Individoal§ransition Individuals. The party
conducting the audit shall have the sole discretiotietermine the procedures and guidelines fodecting audits and the selection of audit
representatives under this Section 9.6(b); provitieat audits with respect to the allocation onsfar of Plan assets and liabilities shall be
subject only to Section 9.6(a). The auditing paltgll have the right to make copies of any recatdts expense, subject to the confidentiality
provisions set forth in the Separation Agreemeihictvare incorporated by reference herein. Theygaing audited shall provide the audit
party's representatives with reasonable accessgindarmal business hours to its operations, compyttems and paper and electronic files,
and provide workspace to its representatives. Afitgraudit is completed, the party being auditeddl $tave the right to review a draft of the
audit findings and to comment on those findingiiting within five business days after receivingh draft.

............... (2) The auditing party's audit riglinder this Section 9.6(b) shall include the righawudit, or participate in an audit facilitateglthe
party being audited, of any Subsidiaries and af# of the party being audited and of any bepeditiders and third parties with whom the
party being audited has a relationship, or ageigsich party, to the extent any such persons &eetafl by or addressed in this Agreement
(collectively, the "Non-parties"). The party beiagdited shall, upon written request from the andipparty, provide an individual (at the
auditing party's expense) to supervise any audingfsuch benefit provider or third party. The &éindiparty shall be responsible for
supplying, at its expense, additional personndlceht to complete the audit in a reasonably tiyrmeknner.

(c) Audits Regarding Vendor Contracts

From Immediately after the Distribution Date thraugecember 31, 1998, PepsiCo and TRICON and thiyralithorized representatives
shall have the right to conduct joint audits wigspect to any vendor contracts that relate to thatiPepsiCo Health and Welfare Plans an
TRICON Health and Welfare Plans. The scope of sutits shall encompass the review of all corresponoéd, account records, claim forms,
canceled drafts (unless retained by the bank),igeowills, medical records submitted with clairbgling corrections, vendor's internal
corrections of previous errors and any other doeuser instruments relating to the services peréatiny the vendor under the applicable
vendor contracts. PepsiCo and TRICON shall agreth@performance standards, audit methodologytiagdiolicy and quality measures
and reporting requirements relating to the auddscdbed in this Section 9.6 and the manner in wbasts incurred in connection with such
audits will be shared.

9.7 BENEFICIARY DESIGNATIONS

All beneficiary designations made by Transferredividuals for PepsiCo Plans shall be transferreait be in full force and effect under the
corresponding TRICON Plans until such beneficiaagignations are replaced or revoked by the Tramsféndividual who made the
beneficiary designation. All beneficiary designaganade by Transition Individuals for Prior Compdigns shall be transferred to and be in
full force and effect under the corresponding Hjr@ompany Plans until such beneficiary designatareseplaced or revoked by the
Transition Individual who made the beneficiary desition.

9.8 REQUESTS FOR INTERNAL REVENUE SERVICE RULING®NA UNITED STATES DEPARTMENT OF LABOR OPINIONS
(a) Cooperation

TRICON shall cooperate fully with PepsiCo on arguis relating to the transactions contemplated isyAgreement for which PepsiCo elects
to seek a determination letter or private lettéingufrom the Internal Revenue Service or an adyigpinion from the United Stat:



Department of Labor. PepsiCo shall cooperate fulth TRICON with respect to any request for a deii@ation letter or private letter ruling
from the Internal Revenue Service or advisory apirfrom the United States Department of Labor wéttpect to any of the TRICON Plans
relating to the transactions contemplated by thgse&ment.

(b) Applications

PepsiCo and TRICON shall make such applicatiomedalatory agencies, including the Internal ReveBervice and the United States
Department of Labor, as may be necessary to etisarany transfers of assets from the PepsiCo LHBA to the TRICON LTD VEBA

will neither (i) result in any adverse tax, legalffiduciary consequences to PepsiCo and TRICONP#siCo LTD VEBA, the TRICON LT
VEBA, any participant therein or beneficiaries #wf; , any successor welfare benefit funds estaddivy or on behalf of TRICON, or the
trustees of such trusts, nor (ii) contravene aagugt, regulation or technical pronouncement issyyeany regulatory agency. Before the Cl
of the Distribution Date, TRICON shall preparefalims required to obtain favorable determinatidtels from the Internal Revenue Service
with respect to the tagxempt status of the TRICON LTD VEBA. TRICON ancpBi€o agree to cooperate with each other to fafily filing
and/or regulatory reporting obligations with redpecsuch transfers.

9.9 FIDUCIARY AND RELATED MATTERS

TRICON acknowledges that PepsiCo will not be adidry with respect to the TRICON Plans. TRICON asinowledges that PepsiCo s
not be deemed to be in violation of this Agreenititffails to comply with any provisions hereofd®d upon its good faith determination that
to do so would violate any applicable fiduciaryidator standards of conduct under ERISA or othpliegble law. Notwithstanding any other
provision in this Agreement, the Parties may takehsactions as necessary or appropriate to effeecthia terms and provisions of this
Agreement.

9.10 NON-TERMINATION OF EMPLOYMENT; NO THIRD-PARTBENEFICIARIES

No provision of this Agreement or the Separatiome®gnent shall be construed to create any rigtdgcoelerate entitlement, to a
compensation or benefit whatsoever on the parhgflaansferred Individual or other future, presemtformer employee of the PepsiCo
Group or the TRICON Group under any PepsiCo PlaiRICON Plan or otherwise. Without limiting the geality of the foregoing, except
as expressly provided in this Agreement: (i) neithe Distribution nor the termination of the Peipiating Company status of a member of
TRICON Group shall cause any employee to be de@mbadve incurred a termination of employment wheakitles such individual to the
commencement of benefits under any of the Pepsl@tsPany of the TRICON Plans, or any of the Indlindl Agreements; and (ii) nothing in
this Agreement other than those provisions spetdificet forth herein to the contrary shall preeddRRICON, at any time after the Close of
the Distribution Date, from amending, merging, nfigidig, terminating, eliminating, reducing, or othése altering in any respect any
TRICON Plan, any benefit under any Plan or anyttiasurance policy or funding vehicle related iy #RICON Plan.

9.11 COLLECTIVE BARGAINING

To the extent any provision of this Agreement iatcary to the provisions of any applicable colleetbargaining agreement to which Peps

or any affiliate of PepsiCo is a party, the terrhsuxh collective bargaining agreement shall pile&iould any provisions of this Agreement
be deemed to relate to a topic determined by aroappte authority to be a mandatory subject ofemtive bargaining, PepsiCo or TRICON
may be obligated to bargain with the union représgraffected employees concerning those subjbleiher party will agree to a

modification of any applicable collective bargaimiagreement without the consent of the other. éretient a force surplus affecting members
of a bargaining unit in both the PepsiCo Grouptfeone hand) and the TRICON Group (on the othedhdirectly results, due to the
provisions of such a collective bargaining agreetriaran employee involuntarily leaving the payrmafithe party not declaring the surplus,
then the party declaring the surplus shall beactst of any severance payable to such employee.

9.12 CONSENT OF THIRD PARTIES

If any provision of this Agreement is dependentlos consent of any third party (such as a vendarwrion) and such consent is withheld,
PepsiCo and TRICON shall use their reasonabledffests to implement the applicable provisionsha§tAgreement to the full extent
practicable. If any provision of this Agreement ganbe implemented due to the failure of such tpady to consent, PepsiCo and TRICON
shall negotiate in good faith to implement the jsmn in a mutually satisfactory manner. The phrasasonable best efforts” as used in this
Agreement shall not be construed to require therienice of any non-routine or unreasonable expenkability or the waiver of any right.

9.13 FOREIGN PLANS

As soon as practicable after the date of this Apeze, PepsiCo and TRICON shall enter into an ages¢megarding the treatment of Foreign
Plans consistent with the principles set forth ppandix C.

9.14 EFFECT IF DISTRIBUTION DOES NOT OCCUR

If the Distribution does not occur, then all acgand events that are, under this Agreement, takes or occur effective as of the Close of
the Distribution Date, Immediately after the Distriion Date, or otherwise in connection with thetbibution, shall not be taken or occur
except to the extent specifically agreed by TRIC&MN PepsiCc



9.15 RELATIONSHIP OF PARTIES

Nothing in this Agreement shall be deemed or comstiby the parties or any third party as creatiegrélationship of principal and age
partnership or joint venture between the partidseing understood and agreed that no provisiotagoed herein, and no act of the parties,
shall be deemed to create any relationship betweeparties other than the relationship set foetteim.

9.16 AFFILIATES

Each of PepsiCo and TRICON shall cause to be peddr and hereby guarantees the performance afctidins, agreements and obligations
set forth in this Agreement to be performed by meralof the PepsiCo Group or members of the TRICQbU, respectively, where
relevant.

9.17 ARBITRATION

Any controversy or claim arising out of or relatitagthis Agreement, or the breach hereof, shafidided by arbitration in accordance with
then prevailing Commercial Arbitration Rules of thmerican Arbitration Association (the "AAA") as&urules may be modified herein.

An award rendered in connection with an arbitraponsuant to this
Section shall be final and binding and judgmentrupaech an award may be entered and enforced in@ny of competent jurisdiction.

The forum for arbitration under this Section shelagreed upon by the Parties, or, failing suckergent, shall be New York, New York.

Arbitration shall be conducted by a single arbdratelected jointly by PepsiCo and TRICON. If witl80 days after a demand for arbitration
is made, PepsiCo and TRICON are unable to agreesimgle arbitrator, three arbitrators shall becaped. Within 30 days after such
inability to agree, PepsiCo and TRICON shall ealbcat one arbitrator and those two arbitratorsighah select a third arbitrator unaffiliated
with either Party. In connection with the selectafrthe third arbitrator, consideration shall beegio familiarity with employee benefit plans
and programs and related matters and experierdispate resolution between parties, as a judgeharwise. If the arbitrators selected by
PepsiCo and TRICON cannot agree on the third atbitiwithin such 30 day period, they shall disahgsqualifications of such third
arbitrator with the AAA prior to selection of suahbitrator, which selection shall be in accordawite the Commercial Arbitration Rules of
the AAA.

If an arbitrator cannot continue to serve, a susme® an arbitrator selected by PepsiCo or TRIC&\the case may be, also shall be selectec
by the same Party, and a successor to the nedbitbtor shall be selected as specified aboveuliréhearing will be held only if the neutral
arbitrator is unable to continue to serve or if thaining arbitrators unanimously agree that sugkhearing is appropriate.

The arbitrator or arbitrators shall be guided, fttbound, by the Federal Rules of Evidence anthéyrocedural rules, including discovery
provisions, of the Federal Rules of Civil Proceduéxry discovery shall be limited to information elitly relevant to the controversy or claim
in arbitration.

9.18 INDEMNIFICATION

Effective on the Distribution Date, TRICON agreesrtdemnify and hold harmless each member of tipsiEe Group and each of their
respective officers, directors, employees and agaemil the PepsiCo Plans from and against any alo$sés, Liabilities, claims, suits,
damages, costs and expenses (including withoutaliron, reasonable attorneys' fees and any arkpdnses reasonably incurred in
investigating, preparing or defending against a@yding or seriously threatened litigation or claarising out of or related in any manner to
Transferred Individuals and Transition Individudésscribed in

Section 1.1(ddd)(2) and (3). Similarly, effective thie Distribution Date, PepsiCo agrees to indeyranifd hold harmless each member of the
TRICON Group and each of their respective officdigctors, employees and agents and the TRICONsPtam and against any and all
losses, Liabilities, claims, suits, damages, castbexpenses (including, without, limitation reasuge attorneys' fees and any and all expe
reasonably incurred in investigating, preparingleiending against any pending or seriously threstditigation or claim) arising out of or
related in any manner to Transferred Individuald @ransition Individuals described in Section 1ddj{1) and (4).

If any action is brought or any claim is made agamParty or person in respect of which indemmigy be sought pursuant to this Section
9.18 (the "Indemnitee"), the Indemnitee shall, witten days after the receipt of information indiieg that an action or claim is likely, notify
in writing the Party from whom indemnification iswgght (the "Indemnitor”) of the institution of thetion or the making of the claim, and the
Indemnitor shall have the right, and at the reqoé#te Indemnitee, shall have the obligation,d4sume the defense of the action or claim,
including the employment of counsel. If the Indetanassumes the defense of the action or claiminiemnitor shall be entitled to settle the
action or claim on behalf of the Indemnitee withthe prior written consent of the Indemnitee unkssh settlement would, in addition to the
payment of money, materially affect the ongoingibess or employment of the Indemnitee.

The Indemnitee shall have the right to employ vt:m @ounsel, but the fees and expenses of that ebshall be the responsibility of the
Indemnitee unless (i) the employment of that cousisall have been authorized in writing by the imedtor in connection with the defense of
the action or claim; (ii) the Indemnitor shall i@ve employed counsel to have charge of the def#rmech action or claim; or (i) such
Indemnitee shall have reasonably concluded that tmay be defenses available to it which are diffefrom or additional to those availal



to the Indemnitor (in which case the Indemnitorlishat have the right to direct any different dederof the action or claim on behalf of the
Indemnitee). The Indemnitee shall, in any evenkedya fully informed of the defense of any suchacor claim. Except as expressly
provided above, in the event that the Indemnitaidistot previously have assumed the defense ottoraor claim, at such time as the
Indemnitor does assume the defense of the actiotaion, the Indemnitor shall not thereafter belkatio any Indemnitee for legal or other
expenses subsequently incurred by the Indemnites/@stigating, preparing or defending against sactfon or claim.

Anything in this Section 9.18 to the contrary ndhstanding, the Indemnitor shall not be liableday settlement of any claim or action
effected without its written consent; provided, fewer, that if after due notice the Indemnitor refiso defend a claim or action, the
Indemnitee shall have the right to defend and/titessuch action, and the Indemnitee shall notrdeelpded from making a claim against the
Indemnitor for reasonable expenses and liabiliéssilting from such defense and/or settlement @o@tance with this Section 9.18.

Notwithstanding the foregoing provisions of thicfen 9.18, there may be particular actions omataihich reasonably could result in b
Parties being liable to the other under the indéiration provisions of this Agreement. In such egethe Parties shall endeavor, acting
reasonably and in good faith, to agree upon a mrasfrmonducting the defense and settlement of thieraor claim with a view to minimizin
the legal expenses and associated costs that otlygrwvise be incurred by the Parties, such as,dyaf illustration only, agreeing to use the
same legal counsel.

The indemnification provisions of this Section 9stll not inure to the benefit of any third paBy. way of illustration only, an insurer who
would otherwise be obligated to pay any claim shatlbe relieved of the responsibility with respiagtreto, or, solely by virtue of the
indemnification provisions, hereof, have any subtam rights with respect thereto, it being expseasderstood and agreed that no insure
any other third party shall be entitled to a "wigdf(i.e., a benefit they would not be entitledréxeive in the absence of the indemnification
provisions) by virtue of these indemnification pigions.

9.19 NOTICES

Any notice, demand, claim, or other communicatiader this Agreement shall be in writing and shaleg in accordance with the provisions
for giving notice under the Separation Agreement.

9.20 INTERPRETATION

Words in the singular shall be held to includegheal and vice versa and words of one gender Slealield to include the other genders a:
context requires. The terms "hereof," "herein," d&mefewith" and words of similar import shall, usdeotherwise stated, be construed to refer
to this Agreement as a whole (including all Exhsliiereto) and not to any particular provision @€ thgreement. The word "including” and
words of similar import when used in this Agreemstmll mean "including, without limitation," unlef®e context otherwise requires or un
otherwise specified. The word "or" shall not belasive.

9.21 GOVERNING LAW/EXECUTION

This Agreement shall be governed by and constmedd¢ordance with the laws of the State of Northolliza, may not be assigned by either
Party without the written consent of the other, ahdll bind and inure to the benefit of the Partieseto and their respective successors and
permitted assignees. This Agreement may not be deteor supplemented except by an agreement imgsigned by PepsiCo and
TRICON. This Agreement may be executed in countéspaach of which shall be deemed an originalahaof which together shall
constitute one and the same instrument.

IN WITNESS WHEREOF, the parties have caused thiplayee Programs Agreement to be duly executed eealay and year first above
written.

PepsiCo, Inc.

By:
Name:
Title:
TRICON, Inc.
By:
Name:

Title:



APPENDIX A
PEPSICO EXECUTIVE PROGRAMS

PepsiCo, Inc. Executive Income Deferral Progransiap Inc. Performance Share Unit Deferral ProgPepsiCo, Inc. 1994 Executive
Incentive Compensation Plan PepsiCo, Inc. Optioim&Beferral Program Middle Management Incentivenpensation Plan PepsiCo Inc.
Executive Incentive Plan

PepsiCo, Inc. 1987 Long-Term Incentive Plan Pepsifm 1995 Stock Option Incentive Plan PepsiCo, 994 Long-Term Incentive Plan
Financial Planning (including tax planning and ratpreparation) Country Club Program

Split-Dollar Life Insurance

Executive Automobile Program

Executive Loan Program

Individual Agreements (including employment, sefiareand consulting agreements, special bonus geraents, leave of absence
agreements and commitments made in the contextyofr@rger, acquisition or similar activity) Restantr Deferred Compensation P!



APPENDIX B
HEALTH AND WELFARE PLANS
Part One: PepsiCo Restaurant Health and Welfare Plas

Health Plan:

Restaurant Employees Health Care Program (whidhdas medical, post-retirement medical, dentalsgription drug, mental
health/substance abuse, various HMOs and OSCeniligiaring, LensCrafters vision, health care reirsdment, and employee assistance
benefits).

Group Insurance Plan:
Restaurant Employees Group Insurance Program (vitébldes basic and optional life, accidental deatti dismemberment, and business
travel accident insurance benefits).

Disability Plans:
PepsiCo Long Term Disability Plan
PepsiCo Salary Continuation Plan (short-term digglglan) Salary Continuation Plan for Employeesiing in States other than California

Combination Plan (Health and Cafeteria):

Taco Bell Pre-Tax Elective Benefits Plan

Severance Plans:

Pizza Hut Severance Plan
KFC Severance Plan
Taco Bell Severance Plan

Miscellaneous Plans (ERISA):
PepsiCo Group Legal Services Plan
PepsiCo Vacation Plan for Hourly Crew Employees

Cafeteria Plans (non-ERISA):

Pizza Hut Benefits Plus

Pizza Hut Pre-Tax Crew Benefits Plan KFC Benefits P
PepsiCo One + Plus (KFC hourly plan) Taco Bell Besa®Ilus

Miscellaneous Plans (non-ERISA):
PepsiCo Dependent Care Reimbursement Plan
PepsiCo Educational Assistance Program
Part Two: TRICON Health and Welfare Plans

Health Plan:
TRICON Employees Health Care Program (which inctuaedical, postetirement medical, dental, prescription drug, raknealth/substan
abuse, various HMOs and OSCs, vision/hearing, Leaf€s vision, health care reimbursement, and eyeg assistance benefits).

Group Insurance Plan:
TRICON Employees Group Insurance Program (whicluthes basic and optional life, accidental deathdiscthemberment, and employee
assistance benefits).

Disability Plans:

TRICON Long Term Disability Pla



TRICON Salary Continuation Plan (Short-Term disaépiplan) TRICON Salary Continuation Plan for Emyées Working in States other
than California

Combination Plan (Health and Cafeteria):

Taco Bell Pre-Tax Elective Benefits Plan

Severance Plans:

Pizza Hut Severance Plan
KFC Severance Plan
Taco Bell Severance Plan

Miscellaneous Plans (ERISA):
TRICON Group Legal Services Plan
TRICON Vacation Plan for Hourly Crew Employees

Cafeteria Plan (non-ERISA):

Pizza Hut Benefits Plus

Pizza Hut Pre-Tax Crew Benefits Plan KFC BenefitsP
KFC One + Plus

Taco Bell Benefits Plan

Miscellaneous Plans (non-ERISA):
TRICON Dependent Care Reimbursement Plan

TRICON Educational Assistance Progr



APPENDIX C
FOREIGN PLANS

This Appendix C describes the principles under Wikoreign Plans shall be treated. For purposdsi®fppendix, outside the U.S. means
outside the 50 United States, its territories amgspssions, and the District of Columbia, and eygol@utside the U.S. means compensated
under a payroll which is administered outside ths.U

C.1 Plans Covering only Employees of PepsiCo or TRION

Effective as of the Close of the Distribution Datesuch later date as may be required by applidalleunion, or works council agreement,
any Foreign Plan that covers only individuals emptboutside the U.S. by the PepsiCo Group shatéeole responsibility of the PepsiCo
Group and no member of the TRICON Group shall leaweLiability with respect to such a Plan; and &ayeign Plan that covers only
individuals employed outside the U.S. by the TRICGMup shall be the sole responsibility of the TRNCGroup and no member of the
PepsiCo Group shall have any Liability with respgecsuch a Plan.

C.2 Plans Covering Employees of Both PepsiCo and TRON
(a)....Termination of Participation

Effective as of the Close of the Distribution Dafdegally permitted, or as soon as possible tattee, TRICON and each other applicable
member of the TRICON Group shall cease to be adjmting Company in each Foreign Plan maintaingthle PepsiCo Group and PepsiCo
and each other applicable member of the PepsiCapsball cease to be a Participating Company ih Eaceign Plan maintained by the
TRICON Group.

(b)....Mirror Plans

............... (1) Effective Immediately after tBéstribution Date, TRICON shall adopt, or causé¢oadopted, Foreign Plans for the benefit of
employees of the TRICON Group employed outsidéuthiged States who are eligible to participate ip$€o Foreign Plans and shall cause
such TRICON Foreign Plans to be substantially igahtn all Material Features to the correspondiapsiCo Foreign Plans as in effect or
Distribution Date; provided, however, that TRICOMyrsatisfy this requirement by extending coveragauth individuals under a Foreign
Plan of the TRICON Group which was in effect beftire Distribution Date.

............... (2) Effective Immediately after tbéstribution Date, PepsiCo shall adopt, or causeet@dopted, Plans for the benefit of employees
of the PepsiCo Group employed outside the UnitateStwho are eligible to participate in Plans dradl£ause such Plans to be substantially
identical in all Material Features to the corresfing TRICON Foreign Plans as in effect on the Ohsttion Date; provided, however, that
PepsiCo may satisfy this requirement by extendimgpatinuing coverage to such individuals undeepdfCo Foreign Plan of the PepsiCo
Group which was in effect before the Distributioat®.

............... (3) The continuation by PepsiCo ®ICON of separate employment terms and conditiongfployees previously covered by the
other entity's Plans shall not continue beyondithe legally required.

(c)....Transfer of Assets

As of the Close of the Distribution Date, Pepsi@ad MRICON will use their reasonable best effortertigure that, to the extent legally
permitted:

(i) Liabilities of the Foreign Plans of PepsiCoatorelating to Transferred Individuals shall beussed by the appropriate Foreign Plans of
TRICON; and

(i) a portion of any assets of the Foreign PlaihBepsiCo shall be transferred to the appropriateign Plans of TRICON, and vice versa.

C.3 Severance Issues

If under applicable law, any Transferred Individeaiployed outside the U.S. is deemed to have iadwartermination of employment as a
result of the Distribution or any other transactommtemplated by the Separation Agreement or thieément, which entitles such individual
to receive any payment or benefit under any ForBigm, governmental plan or arrangement or pursiseamy law or regulation, including
severance benefits, notwithstanding such individu@intinued employment by the TRICON Group, th&idON shall be liable for any su
payment or benefit and, notwithstanding any othievigion hereof, to the extent legally permitteppeopriate adjustments shall be made to
the treatment of such individual during such camtithemployment, including not giving such indivitloeedit for prior service and/or treati
such individual as having been newly hired immesljahfter such deemed termination, for purposedlafpplicable Foreign Plans. Liability
with respect to such payments shall be the respitihsof TRICON.

C.4 Legally Permitted



For purposes of this Appendix C, "legally permitteteans permitted under the laws of the country labhor union, works council, or
collective agreement without adverse consequeincesjsiCo, TRICON or Transferrred Individuals, egedmined by PepsiCo, in its sole
discretion, including mandated waiting periods bef@hich working conditions (including benefitsheet be changed, and upon receiving
required agreement from individual employees anBlan trustees, foundation boards and membersamndther organizations having a
recognized right to determine or affect benefitd/anfunding of the Plan.

C.5 Multinational Pooling

PepsiCo and TRICON shall keep their existing mational pooling arrangements intact through Decear8lhe1997. If there is any dividend
payable from the consolidated pooling arrangemeiitsrespect to the 1997 pool accounting year, dhdtiend will be allocated between
PepsiCo and TRICON proportionately, based on timéritution to the overall surplus of the poolingeargements by the PepsiCo Group and
the TRICON Group, respectively. Alternatively, amst deficits incurred under any one (or all) coitadkd pooling arrangement(s) will be
apportioned back to the entity which incurred tkeéait proportionately based on each entities' Gbation to the net deficit.

Any potential additions (local insurance contrattshhe consolidated pooling arrangement during¢neainder of the 1997 international
accounting period will be mutually agreed upon hesgtw PepsiCo and TRICO



Exhibit 10.03
TELECOMMUNICATIONS, SOFTWARE AND
COMPUTING SERVICES AGREEMENT

This agreement is made as of , 19%intpetween PepsiCo, Inc., a North Carolina cotjpord'PepsiCo"), and TRICON
Global Restaurants, Inc., a North Carolina corponaf' TRICON") and, as of the date hereof, a whallyned subsidiary of PepsiCo.

WHEREAS, the PepsiCo Data Services Center ("PO&ated at Hillcrest Oak, 6600 and 6606 LBJ Freeviatlas, Texas, is operated by
[PepsiCo Restaurant Services Group, Inc. ("PRS@"$|bsidiary of [TRICON]; and

WHEREAS, the PDS provides certain telecommunicatimd computing services to (i) PepsiCo, its P& division and subsidiaries of
PepsiCo other than TRICON and its subsidiaries'fepsiCo Organization") and (ii) TRICON and itbsidiaries (the "TRICON
Organization"); and

WHEREAS, PepsiCo has decided to consolidate itauesnt operations and assets into TRICON and TRI€®ubsidiaries and to distribute
the Capital Stock of TRICON to the holders of thepffal Stock of PepsiCo (the effective date of sdistribution shall hereinafter be referred
to as the "Distribution Date"); ar



WHEREAS, pursuant to Section 8 of the SeparatioreAgent dated as of , 1997 between®epsid TRICON, the parties
hereto have agreed to set forth the arrangemetwg&br them with respect to software, telecommuitinagervices and computing services
and third party agreements relating thereto.

NOW, THEREFORE, in consideration of the mutual pises contained herein, the parties hereto agréslaws:

1. A. Until the Transfer (as hereinafter definetiRl CON shall cause the PDS to provide computerisesvto the PepsiCo Organization,
which such services are described in Exhibit Acittal hereto. TRICON shall cause the PDS (a) toparfuch services in a competent and
timely manner using the highest level of profesalakill, care and diligence, and (b) to perforratsservices in a manner which is consistent
with the services currently provided by the PD$&® PepsiCo Organization.

B. The parties hereto shall cooperate to effecamster of that portion of the PDS sufficient toyide the computing services to the PepsiCo
Organization described in Section 1B, above, tcRti®-Lay data center or some other new or exgstiata center chosen by PepsiCo (the
"Transfer"). The parties expect the Transfer tetm@pleted by [March 31, 1998]. The hardware anthsot to be so transferred is listed on
Exhibit B, attached hereto. TRICON warrants thathsbardware is currently leased to, and the soétweensed to, PepsiCo or a member of
the PepsiCo Organization. Each party will beaoits expenses incurred by it relating to the Transfeluding, by way of example, (i)
expenses for consulting services, additional persbor duplicate hardware directly related to prapan for the Transfer, and (ii) severance
of excess personnel as a result of the Transferel$hall be no charge or cost to the PepsiCo @ation for the physical Transfer other tt
reasonable out-of-pocket costs for the physicalemafthe hardware.

C. TRICON warrants that the PDS currently has,iemdediately after the Transfer shall have, hardveare software owned, leased, or
licensed by the TRICON Organization which is adégua provide all computer services to the TRICOlg&hization at a level and in a
manner consistent with services provided currestly immediately prior to the Transfer, and TRICQJXees that PepsiCo and the PepsiCo
Organization shall have no liability or responstpilvith respect to any matters relating to thedware, software or services provided to the
TRICON Organization.

D. From the Distribution Date until the TransfepBo shall pay to TRICON for the PDS services fatedt hereunder $ per PepsiCo
accounting period, payable at the beginning of eadounting period. Such amount shall be apportidoeany partial accounting period
during which such services are performed. The fairegfees include all applicable federal, statel lmcal sales, use or similar taxes curre

in force.

2. PepsiCo hereby assigns to TRICON the Servicesekgent dated as of June , 1997 by and betegesiCo, Inc. and AmeriServe
Distribution, Inc. ("AmeriServe") a copy of whick attached hereto, and all of PepsiCo's rightsgatidns and duties thereunder. The subject
of the Services Agreement is, in essence, the gimvof PDS services to AmeriServe. TRICON heratpepts such assignment, and agrees
to abide by the terms of the Services Agreementapdoperly perform all of PepsiCo's obligatiomsl aluties thereunder.

3. A. The PepsiCo Organization and the TRICON Oigtion shall each continue to use and pay for ATT&Ecommunications services
pursuant to the Virtual Telecommunications NetwSektvices Agreement, as amended, between AT&T Gaorgh PepsiCo which became
effective on July 23, 1990 (the "Tariff 12 Contfaéh a manner and at a level consistent with auregilization, in order to continue to meet
the volume commitments and other requirements dfiefdis obligation shall continue through the tasfrihe Tariff 12 Contract, which such
term ends October 8, 1998. As presently in pldwe;Tariff 12 Contract provides for a total of 13laated AT&T support people, no more
than 4 of which will be dedicated to the TRICON @ngation. All dedicated support personnel willameountable to the PepsiCo National
Account Manager of AT&T. Those support people datdid to the TRICON Organization may be assignagities designated by TRICON
provided that major TRICON operations or divisiohahdquarters are retained in such cities. TRIC@derstands that AT&T Corp.
considers that PepsiCo is acting as a "reselldh wispect to the provision of services by AT&Tddhe parties hereto agree to cooperate in
all matters relating to such services. The paftereto understand and agree that AT&T servicesrupepsiCo's Tariff 12 Contract shall not
be extended to the TRICON Organization after Oat@4@998 unless otherwise agreed in writing betwibe parties.

B. The Pizza Hut, Taco Bell and KFC businesses®fftRICON Organization can continue as active (flewminated) Passport Customers
under the PepsiCo, Inc. Lotus Passport Prograneagmet dated as of May ___, 1995, incorporated hénemeference, through its extended
termination date of May __, 1998 subject to theirfgrmance of all of their duties and obligatiohereunder.

4. PepsiCo shall allow the TRICON Organizationaatiue to use the PepsiCo e-mail hub ("hub") fierpurpose of maintaining e-malil
service among the divisions of the TRICON Organdgatintil 1/1/98. TRICON's use and management eftthb, and PepsiCo's maintenance
thereof, shall be in a manner consistent with siggh management and maintenance currently provid®€CON shall pay PepsiCo a one-
time fee of $110,000 at the Distribution Date foe tise of the hub from that time until Decemberi®B7.

TRICON will arrange to remove all users other tham PepsiCo Organization from the hub not laten th2/31/97, and shall cooperate with
the PepsiCo Organization so that the hub is phigiceoved to a location within the PepsiCo Orgatitaachosen by PepsiCo not later than
1/1/98, with continuity of use by the PepsiCo Oiigafion to be maintained throughout. PepsiCo gheall TRICON $10,000 per PepsiCo
accounting period, prorated for any partial periodin the Distribution Date until the physical mo¥er the management of the hub.

5. A. Programs and systems developed in-house jpgi®e and utilized (exclusively or non-exclusiveilythe restaurant business ("Internal
Software") are listed on Exhibit D1 hereto. Eactetnal Software application with respect to whichds been agreed to transfer a copy to
TRICON for its use in the restaurant business (i$farred Internal Application" or "Application") ioted on Exhibit D1. With respect



each Transferred Internal Application:
i) PepsiCo grants to TRICON a non-transferableram-exclusive right and license to use the Appicain its restaurant business;

i) The transfer to TRICON shall be accomplishedater than December 31, 1997, and PepsiCo shellencesponsible for running or
maintaining such Application after the transfer;

i) Certain Applications require licenses fromrthparties as identified on Schedule D1, and thiegsashall cooperate to arrange for the
additional licenses needed, any addtional licenséto be borne by TRICON;

iv) Each Application is provided "as is", and withavarranty of any kind;

v) PEPSICO DISCLAIMS ALL WARRANTIES, EXPRESS OR IMHED, INCLUDING THE IMPLIED WARRANTIES OF
MERCHANTIBILITY AND FITNESS FOR A PARTICULAR PURPOIS; AND

vi) PepsiCo and TRICON each assumes responsifilitiis own use of such Application, and will indeify and defend the other party
(including reasonable attorneys fees) against &snof a third party resulting from such use, éimel party seeking such indemnity will give
the other prompt written notice of all such claiamsl reasonably cooperate in the defense thereof.

B. Prepackaged systems commercially available ttard-party vendors utilized by PepsiCo at Purch&béin the restaurant business
("Commercial Systems") are listed on Exhibit D2éter No transfer to TRICON is being made of Comnai8ystems. TRICON is solely
responsible for obtaining its own license(s) atist and expense for any Commercial Licensessiteeto utilize after the Distribution Date.

6. The PepsiCo Organization shall continue to mlewiendor information management ("VIM") services TRICON Organization employee
benefits after the Distribution for a mutually aggletime not to extend past 12/31/97. Such servargs$the costs therefor, shall be as outlined
in Exhibit C attached hereto, but no services shalude anything to do with 1998 "flexible bensfit

7. The parties will also furnish such other telecmmications, software and /or computing servicemag be necessary or appropriate to ¢
out the terms, conditions and intent of the EmpéoBenefits Agreement entered into pursuant to &edtiof the Separation Agreement.

8. TRICON agrees to indemnify and hold harmlesssRapand the PepsiCo Organization and its and dffigers, employees and agents
against any losses, claims, damages, judgmertdities or expenses (including reasonable coufessd and expenses) resulting from (i) any
negligent act or omission or willful misconductTRICON, the TRICON Organization, the PDS or anyt®br their directors, officers,
employees, consultants, contractors, or agentsriiofming their obligations hereunder; or (ii) aajlure by TRICON or the PDS to properly
provide the services described herein or any atbé&ault by TRICON or the PDS hereunder, includinghout limitations, losses incurred as
a result of any violations of software or otheeltgctual property rights on the part of TRICONg fiRICON Organization or the PDS, or (
the failure to utilize or pay for AT&T services purant to paragraph 3, except for the force majeawses described in Section 9 below.
PepsiCo agrees to indemnify and hold harmless TRI@@Ad the TRICON Organization and its and theiiceffs, employees and agents
against any losses, claims, damages, judgmertdities or expenses (including reasonable coufessd and expenses) resulting from any
negligent act or omission or willful misconductRépsiCo or the PepsiCo Organization or any ofritheir officers, employees, consultants,
contractors, or agents in performing their obligasi hereunder, or any default by PepsiCo hereurgeept for the force majeure causes
described in Section 9 below. The provisions of Béction 8 shall survive the expiration or preymination of this Agreement.

9. Delays in performance by TRICON and PepsiCourater will be excused due solely to circumstan@®bd its reasonable control,
including but not limited to acts of God, fluctuais or non-availability of electrical power, hdaght or air conditioning.

10. All notices and requests in connection witls thjreement shall be made upon the respectiveepartiwriting and shall be deemed given
by hand delivery, effective upon receipt thereofyia overnight courier, effective upon receiptl Abtices shall be addressed as follows:

If to PepsiCo: PepsiCo, Inc.
700 Anderson Hill Road
Purchase, New York 10577
Attention: [ ]

If to TRICON: TRICON Global Restaurants, Inc.

or to such other address as the party to recee/adlice so designates by written notice to theroplarty.

11. This Agreement and performance hereunder bhajbverned by and construed in accordance withathe of the State of North Carolir



12. It is expressly understood that neither Pepsi@ol RICON has the authority to bind the otheamy third person, or otherwise to act in
any way as the representative of the other, umitsswise expressly agreed to in writing signedbbth parties hereto.

13. This Agreement and the rights and duties heteushall not be assignable by the other partypxeéh the prior written consent to such
assignment by the other party.

14. Each party shall keep confidential all inforroatrelating to the business of the other partyolhi obtains as a result of the services
provided under this Agreement. The foregoing shallapply with respect to any information (i) tiebr becomes publicly known through
fault of the party receiving the information (tHeeceiver"); (ii) that is legally obtained by thedeéver from a third party believed by the
Receiver to be legally entitled to disclose iti) inat is required to be disclosed pursuant tecuirement of a government agency or law; (iv)
that can be documented through the Receiver'sd8dsiown to the Receiver prior to receipt purstauhis Agreement, expect with respec
data processed by PDS under this Agreement; ahét)is developed by or for the Receiver, indepahdéactivities under this Agreement.

15. Each party acknowledges that it has read thie@ment, understands it, and agrees to be bouits teyms and further agrees that it is the
complete and exclusive statement of the agreenswelen the parties, which supersedes and mergesalproposals, understandings and
all other agreements, oral and written betweerpthrées relating to the subject matter of this Agnent. The Agreement may not be modi

or altered except by written instrument duly exeduty both parties.

IN WITNESS WHEREOF, the parties hereto have sighesdAgreement as of the date and year first writtbove.
TRICON Global Restaurants, Inc. PepsiCo, Inc.

By: By:

EXHIBIT A TO TELECOMMUNICATIONS, SOFTWARE AND
COMPUTING SERVICES AGREEMENT

PDS SERVICES AND SUPPORT
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I. PDS Obligations

The PDS shall provide cost effective informationgarssing services to the PepsiCo Organizationdblerihe PepsiCo Organization to attain
its business objectives, based upon the scopeafdink set forth in this Exhibit A, and for the se@nd based upon the other terms and
conditions) set forth in the attached Telecommuidoa, Software and Computing Services Agreemdat (Bervices Agreement”). The
parties hereby confirm their mutual intention thatless expressly provided to the contrary hetbimservices to be provided by PDS to the
PepsiCo Organization during the term of this Agrertishall be substantially the same services as besn provided by PDS to the PepsiCo
Organization prior to the effective date of thisrégment. The parties shall execute and deliver &uter instruments, documents,
conveyances and assurances, and take such otioer @etluding, without limitation, amending, moyiifig or supplementing this
Agreement), as may be necessary or appropriat&rtg out the foregoing intention of the parties.

II. PDS Support Areas
The PDS will provide support to the PepsiCo Orgatidn in the following major categories:

Technical Services: This group supports the mainéraperating systems (MVS & VM) along with 400 dif#nt products that run on the
mainframes. Software standardization, keepingralfipcts on supported releases, and maximum av#ifednie the group's primary services.

Computer Resources: This group supports the st@negs (DASD and Tape) associated with mainfrartee gtacessing. Quarterly
performance reports are provided to each divisitong with capacity planning and disaster recovery.

Network Services: The network services group wlitinue to provide expertise and management foP#psiCo -mail hub and support
mainframe networking software along with the rositdéridges, hubs and other telecomm equipment iassdavith the PepsiCo Wide Area
Network (WAN) in a manner consistent with theirmmt delivery of services. In addition, the netwsékvices group will continue to provi
polling expertise for PCNA bottlers until other bumrrangements can be made. Network managemeriieyiliovided according to the
existing arrangement with PCN.



Computer Operations: This group monitors the systensoles, mounts tapes, and coordinates all haedwstalls and environmental chan
supporting the raised floor areas. In additiors tiioup handles the mailing and receiving of tapesrdinates the change control process to
ensure minimum service disruption when hardwaresadfitivare changes are implemented. This group tdleeproblem calls from divisional
help desks, open problem tickets, and assignsdket to the appropriate technician.

[ll. Maintenance Activities Standard software araldware maintenance is scheduled on Sundays frotngém. - 10:00 p.m. CST and
documented weekly through PDS change control sydtlm-standard maintenance (CPU swapout, operayisgm upgrades, etc.) require
an extended outage time and is coordinated thraujliisional liaison.

IV. PDS-PepsiCo Organization Management ContactS Bl the PepsiCo Organization will each desigmeate inform the other of, a
representative to resolve any issues with prigriifing or problem resolution.

V. Problem Resolution Procedures Problems are ghion PDS operations and then assigned to otteed?DS technicians. There are four
severity levels which the division can assign fw@blem. The PDS provides guidelines for assigtiregseverity level as well as problem
resolution guidelines and timelines. All PDS teclems and managers carry pagers, and the primacglbtechnician for the different
functions carries a cell phone. The PepsiCo Orgdioiz has access to the PDS change control systedafa center communications.

VI. Hours of Operation The PDS shall conduct itempions at all times, 24 hours a day, every day the Transfer (as defined in the
Services Agreement). The technicians are on-siteglmormal business hours.
(Monday through Friday and pageable at all times.)

VII. Project Accountability In scope projects agre@ed upon by each division and the PDS durindtitgeting cycle of the previous year.
Out-of-scope projects are handled on a best aeffaat an additional cost to the division. The PB®roject/lead coordinator and provides
project plans as well as the testing requiremeattttie division must provide.

VIIl. Hardware/Software Strategy PDS, in providiitgservices hereunder, shall implement a Pepsif@artization hardware and software
strategy to isolate the PepsiCo Organization frieenrest of the divisions, providing the PepsiCoddigation with its own CPU and non-
shared DASD and Tape devices. Other strategies implemented by PDS include hardware and softasset management to complement
the planned Transfe



EXHIBIT B
HARDWARE AND SOFTWARE TO BE TRANSFERRED

Paradyne Pixnet
Barr RJE

E-Mail Hub (R/S/6000)
Routers

DSU's

Intelligent Hubs

[TO BE COMPLETED]



Exhibit C
Spin-off - Telecommunications, Software and Commutservices Agreement

-Accept employee update files from the divisiorf@en standard editing and reporting back to thasibns, and perform data feeds to
benefits vendors via the VIM system. The follownages would apply:

-For regular ongoing fees according to the curpeatiuction schedule to the following vendors:

-$1,500 per division (Pizza Hut, Taco Bell and KB®isions) input feed per period (VIMIN) $250 peendor feed period HBA Premium
Reconciliation Hyatt Group Legal

Eye Care Plan of America Lenscrafters

-$1,500 per vendor feed per period Aetna Inforce

United Healthcare Inforce

CIGNA DMO

John Hancock Managed STD

MetLife Dental

KPMG JumpStart

Merrill Lynch weekly demographics State Street Bdeknographics -VIM will not provide services foetfollowing vendor feeds. They will
stop as of the Distribution date:

Mercer Pension Information Line

Mercer Pension Valuation Worker Compensation

Merrill Lynch Mini-Grant updates Merrill Lynch Anral SharePower Grant Benefacts Mini Grant updatersients Benefacts Total
Compensation Statement Benefacts SharePower Stat&@rmup Insurance Billing -Special processinggoamming or general support
above and beyond ongoing vendor processing. Thedd be for example, reports, data dumps, new pragr updates to current programs,
VIM Reporter development.

$450 per day

-VIM Reporter Access $500 per peri



EXHIBIT D1

PEPSICO

# Front
Application  Name Users -End

Accounting

Data FDO Visual
Collection Basic 3
Personnel

Executive ECLIPS 1-3 Power-

Comp. Builder

HR-EIS HR-EIS 10 Power-
Builder

International

Personnel

International IPS 13-18 Power-

Personnel Builder

System

(includes

Bonus,

Benefits,

Pension)

Human HRP 13-18 MS-

Resource Access 2

Planning (HRP)

Treasury

Bank BAS 1 SQL*Forms

Administrator

Foreign FX 1 MS-Access

Exchange 2

Capital CMS 2 MS-Access
Markets 2

Securities  STS 2 Power
Guarantee Builder 4
Intl. Entity 1 MS-Access
Funding 2

Planning

Capex Tracking Capex 2-3 MS-Access

7

Restaurant ~ SLU 2-3 MS-Access

Unit 7

Audit APT 12-16 Power
Planning & Builder 4
Tracking

Law

International ISFD 2-6 Lotus
Standards Notes 4
Form Document

Public Affairs
Corporate 3 Visual
Contributions Basic 4

Political PGS 1-3 MS-Access

Grassroot 2

Note:
$19,200 for
legislative
data per year

Exhibit D

House Developed Applications Transition To TRICON

Back Other

End tools  Size Vendor
MS- Visual Microsoft,
Access/ Tools Oracle
Oracle

Oracle  Word/ 200MB F/S  Sybase,
Excel 1GIGD/B Oracle,

MS-Access Microsoft
Oracle/ 50MB F/S Sybase,
Watcom 100MB D/B  Oracle,

Microsoft

SQL C++ 125MB D/B  Sybase,

*Server; Microsoft

NT

MS- 25MB Microsoft

Access 2

Oracle 15MB Oracle

MS-Access Word 11MB Microsoft

2

MS-Access 5MB Microsoft

2

Oracle Word 20MB Sybase,

7.2 Oracle

MS-Access 5MB Microsoft

2

MS-Access 20MB Microsoft

7

MS-Access 50MB Microsoft

7

Oracle 25MB Sybase,

7.2 Oracle

Lotus 45MB IBM

Notes 4

MS-Access Crystal 20MB Microsoft,

2 Reports Crystal
Reports

MS-Access 30MB Microsoft

2

Estimated Start
License Up
Fees Telecomm Effort

Remote MS
-Mail or FTP

30

MS-Mail 10

PCI 30
WorldOne WAN

PCI 10
WorldOne WAN

10

terminal 3
dependent
on Reuters

20

WAN to Hong 15
Kong and
Richmond

10

10



EXHIBIT D2

PEPSICO Pre-Packaged/C
Application Name #Users Front-End
Accounting

Microcontrol ~ Microcontrol 30  Proprietar

3.54 &4.01
Lease Accounting FCS 6
Payroll HRM 11.02.36 CICS Cobol
Treasury
Bank BRM 1 MS-Access
Relationship
Manager
Treasury Resource 1.Q. 2 MS-Access
Workstation
Resource Resource WB 2 MS-Access
Workbench
Chase Insight  Insight- 2 Gupta

wire trader
Cash Cashcon 1
Concentration
Tax
Corptax Corptax 97.03 10-15 Proprietar
Law

Intellectual ~ Trademark  4-8 MS-Access

Property

Legal Entity ~ Secretariat 1-3 Paradox

Section 16B Insider 1 Proprietar

Case Management CaseTrack 20  Visual

Basic 3
Edgar EdgarEase 1-2
Public Affairs
Institutional ~ Anamate 1-2  FoxPro
Investor
Tracking

Political CompuPac 2* 1 PC Cobol/D
Contributions

Newsfeeds NYSENET
Newsedge
PR/Newswire
FirstCall
Bloomberg

ommercially Available Applications Transition to TR

Back-End Other Size  Vendor
tools

y Proprietary Excel 200MB Hyperion
S/W

FCS

Cobol VSAM DBS HRM

2 MS-Access2 EDI 30MB  Weiland
thru M/F

2 MS-Access Crystal 97MB  ADS
Btrieve Reports

2 MS-Access 2 20MB  ADS
SQL*Base 50MB  Chase
installs
and trains
Chase
y Proprietary 300-500MB Corptax
8 MS-Access 8 40MB  Computer
Packages
Inc. (CPI)
Paradox 30MB  Bridgeway
y Proprietary 6MB Bridgeway

Sql*Server  Crystal 200MB + Economic
Reports 15MB on Analysis
C: Drive Group

8MB Dtech
FoxPro 70MB  Anamate
os 5MB Transtronic
Software,
Inc.

ICON

Estimated Tele- Stal
License comm. Up

Fees Effort
$85,000 - 60-
$140,000 90

$58,000 Dial into
FCS M/IF

rt

$10,400 banks 5

dial M/F

$88,200 Dial-out 30

to banks
Upload
G/L to M/F

2

Dial-out
to banks

Dial-out
to Chase

$50,000 + 20
30%
maintenance

$25,000 + WAN to
15,000 Hong
customiza- Kong,

tions Richmond
and Dallas

$20,000 15

(credits)

$3,000

$450 maint.

$18,500 for WAN to

5 Irvine,

concurrent Dallas,

users Louisville

$895 license dial-out

$230 maint.

$15,000 1

$10,000

20

20

2



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM TRICON GLOBAL RESTAURANTS,
INC. COMBINED FINANCIAL STATEMENTS FOR THE 52 WEEK&NDED DECEMBER 28, 1996 AND IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000,000

PERIOD TYPE Yeal
FISCAL YEAR END Dec 28 199
PERIOD END Dec 28 199
CASH 137
SECURITIES 50
RECEIVABLES 134
ALLOWANCES 9
INVENTORY 88
CURRENT ASSETS 962
PP&E 6,85:
DEPRECIATION 2,80z
TOTAL ASSETS 6,52(
CURRENT LIABILITIES 1,41€
BONDS 231
COMMON 0
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 4,23¢
TOTAL LIABILITY AND EQUITY 6,52(
SALES 9,73¢
TOTAL REVENUES 10,23:
CGS 6,00¢
TOTAL COSTS 8,71¢
OTHER EXPENSE 0
LOSS PROVISION 4
INTEREST EXPENSE 30¢
INCOME PRETAX 78
INCOME TAX 12t
INCOME CONTINUING (53)
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (53)
EPS PRIMARY 0.0C
EPS DILUTED 0.0C



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM TRICON GLOBAL RESTAURANTS,
INC. CONDENSED COMBINED FINANCIAL STATEMENTS FOR TH 12 WEEKS ENDED MARCH 22, 1997 AND IS QUALIFIED
IN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STAHMENTS.

MULTIPLIER: 1,000,000

FISCAL YEAR END Dec 27 199
PERIOD END Mar 22 199
PERIOD TYPE 3 MOS
CASH 117
SECURITIES 22
RECEIVABLES 137
ALLOWANCES 11
INVENTORY 87
CURRENT ASSET¢ 1,00z
PP&E 6,77(
DEPRECIATION 2,81¢
TOTAL ASSETS 6,41:
CURRENT LIABILITIES 1,411
BONDS 22z
COMMON 0
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 4,17(
TOTAL LIABILITY AND EQUITY 6,41:
SALES 2,12
TOTAL REVENUES 2,231
CGS 1,317
TOTAL COSTS 1,88¢
OTHER EXPENSE¢ 0
LOSS PROVISION 2
INTEREST EXPENSE 66
INCOME PRETAX 96
INCOME TAX 44
INCOME CONTINUING 52
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 52
EPS PRIMARY 0.0
EPS DILUTED 0.0
End of Filing
Powered By lill{:;\[_{m -

© 2005 | EDGAR Online, Inc.



