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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 TRICbard Compensation and Benefits,"
"Executive Compensation" and "New Stock-Based adritive Plans of TRICON" in the Information Stagsrhand 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 @euli-inancial Statements" on pages F-1 through Bf3he Information Statement
and such sections are incorporated herein by medere

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

* Previously filed.

2.01* Form of Separation Agreement ............
3.01* Restated Articles of Incorporation
3.02*  Bylaws ......ccccooiiiiiiiiiiieeee
10.01 Form of Tax Separation Agreement ........
10.02* Form of Employee Programs Agreement .....
10.03* Form of Telecommunications, Software and
Services Agreement..........cccceeeeuees
10.04* Employment Agreement between TRICON Globa
Andrall E. Pearson.............c.c......
10.05* Sales and Distribution Agreement between
Pizza Hut, Taco Bell and KFC.............
21.01* Active Subsidiaries of TRICON as of Octob
27.01* Financial Data Schedule For Year-End 1996
27.02* Financial Data Schedule For Second Quarte




SIGNATURES

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.

August 27, 1997 By ANDRA LL E. PEARSON
Andra Il E. Pearson
Chair

man of the Board



Dear PepsiCo Shareholder:

Great news! As you may know, in January we annadioce intent to spin off our restaurant businesshiareholders as an independent pt
company. Under a plan approved by our Board ofdins, you will become owner of one share of theat mestaurant company, TRICON
Global Restaurants, Inc., for every 10 shares p®» you own on September 19, 1997. The spin diffivt change the number of PepsiCo
shares you hold.

The reason for the spin off is focus. Today we afeein an environment far more competitive thamewéew years ago. And the best
performing companies are those that devote alf #redrgy to what they do best.

So we concluded that separating restaurants (K22aPut and Taco Bell) from packaged goods (P€gd& and Frito-Lay) would better
enable both of these excellent businesses to gnovpeosper.

At the end of the day on October 6 TRICON Globastaarants, Inc. - comprising KFC, Pizza Hut andoTBell - will become a separate
company. It will be the world's second-largestaesint company in sales, with three powerful braadd the largest restaurant system in
units on Earth. The "new" PepsiCo will be a $20dnl packaged goods powerhouse focused on thegl@sal growth opportunity of Pepsi-
Cola and Frito-Lay.

This Information Statement contains details on TBRNCand the spin off. However if you have questigiisase feel free to call BankBoston,
our transfer agent, at (800) 226-0083.

Best Regards,

(Roger Enrico



Dear Shareholder:

We'd like to welcome you as a "founder” of TRICOMK&I Restaurants, Inc., our new restaurant comgaatywill become publicly-owned
as of October 6. You'll become an owner of oneesb&mRICON common stock for every 10 shares ofsiRep stock you own on September
19, 1997. TRICON's common stock will be traded urte ticker "YUM" on the New York Stock Exchange.

While our public ownership is new, our companyas. With over 29,000 KFC, Pizza Hut and Taco Beditaurants around the globe, we'll
the world's largest restaurant system in termswdguwWe'll have over $10 billion in revenue, $20idn in systemwide sales and more than
500,000 restaurant professionals serving billidnsugtomers worldwide.

This is a very exciting time in our history. We&keout to chart a new course in our journey to bectiva defining restaurant company...one
that delights our customers, honors our employadse@wards our shareholders. Our three restaucatepts are the dominant industry
leaders in chicken, pizza and Mexican-style fodter€ are tremendous domestic and internationalthropportunities for our brands at
breakfast, lunch, dinner and snack occasions. A&etadpe to leverage our scale to improve efficenaind maximize returns.

As shareholders of TRICON, we will all become foarslof this new company. Our vision is to put a M'Un people's faces around the
world...by creating a special eating experience ¢hases our customers to smile and earns theliotiy loyalty. We hope to do that with
"food they crave," "comeback value" and "custoneeuted teams." We believe that no restaurant catmpistin a better position to deliver
on that promise than we are, and we're committedaking it happen.

Congratulations again on becoming one of the formdeTRICON!
Best regards,

Andrall E. Pearson David C. Novak Chairman and GiA€2-Chairman and Preside



ANNEX A
SUBJECT TO COMPLETION DATED AUGUST 27, 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 September 19, 1997 of one share of oarstack, without par value (the
"Common Stock"), of TRICON Global Restaurants, IfffRICON" or the "Company"), for every ten shacepsiCo Capital Stock held of
record as of that date. Fractional shares, otlzer those held by participants in certain Pepsi@aglwill be aggregated into whole shares of
TRICON Common Stock and sold on the open markehbyDistribution Agent (as hereinafter defined)thithe proceeds thereof distributed
to holders who would otherwise be entitled to reeeiuch fractional shares. See "The Distributidtanner 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 October 6, 1997 (the "DistribatDate"), TRICON will own substantially all of theisinesses 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 mar
will develop prior to the Record Date (as hereimaftefined). Application has been made to listitReCON Common Stock on the New Y¢
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 ten
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 Distr

ibuted.........cccoeeienn.

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

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

Record Date........

Distribution Agent

PepsiCo Capital Stock in order to receive TRICO
Common Stock.

Approximately 152 million shares of TRICON Comm
Stock, based on the number of shares of PepsiCo
Stock outstanding as of July 11, 1997. PepsiCo
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 conditions in clauses
(ii) and (iv) above have been satisfied. The on
significant pending regulatory approval is the
declaration of the effectiveness of the Form 10
the PepsiCo Board of Directors does not intend
this condition. The PepsiCo Board of Directors
modify or abandon the Distribution at any time
the Distribution Date.

There is currently no public market for the TRI
Common Stock. Application has been made to

list the TRICON Common Stock on the NYSE under
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.

September 19, 1997.

BankBoston, N.A.
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Distribution Date..................

Tax Consequences.............

Reasons for the Distribution

October 6, 1997. PepsiCo will transfer shares
TRICON to the Distribution Agent for the benefi
the record holders of PepsiCo Capital Stock at
close of business on the Record Date. TRICON
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 received a ruling from the Internal
Revenue Service to the effect that the Distribu
will be tax free to PepsiCo and its shareholder
for U.S. Federal income tax purposes. See "The
Distribution - Certain U.S. Federal Income

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's employees. PepsiCo and TRICON have e ntered,
and will enter, into certain agreements governi ng their

relationship subsequent to the Distribution.

The agreements provide for each party to make

certain services, records and personnel availab le
to the other. They 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...........cccceeernunnen. 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 credit agreement and legal restricti ons
relating thereto. See "Description of TRICON C apital

Stock - Dividends."

Principal Office of TRICON...................... 1441 Gardiner Lane
Louisville, KY 40213
(502) 456 - 8300

SHAREHOLDERS WITH QUESTIONS MAY CALL:
For questions relating to the Distribution anddaly of TRICON stock certificates, call BankBostdbhA. at:
(800) 226-0083
For other questions, call PepsiCo's Manager, SbitehRelations 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.

Merrill Lynch & Co. ("Merrill Lynch") has served dgancial advisor to PepsiCo's management in cotioe with the Distribution. Merrill
Lynch will receive customary fees including expenfi its services as financial advisor. PepsiCodiso agreed to indemnify Merrill Lynch
against certain liabilities and expenses in conaratith its services as financial advisor. In duufi, Merrill Lynch and its affiliates have
acted, and may in the future act, as an underwioteand have participated as members of undengrgtyndicates with respect to, offerings
of PepsiCo securities, and Merrill Lynch has effecsecurities transactions for Pepsico and perfdfinancial advisory services in
connection with certain acquisitions and disposiiby PepsiCo. Merrill Lynch has received fees fidapsiCo in the past for these services.
Merrill Lynch may in the future serve as an undétevrof TRICON securities.

Upon completion of the Distribution, TRICON will liee world's largest quick service restaurant ("Q®®@mpany based on units, with more
than 29,000 units in 95 countries and territorfdRICON 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 Comphay 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 TRICQHlifito the industry today, and then by a
discussion of the competitive advantages availebERICON. See "Business of TRICON."

From time to time, in both written and oral stateise TRICON and PepsiCo may discuss expectatiqzawdang TRICON's future
performance. These "forward-looking statements'baised on currently available competitive, finahared economic data and TRICON's
operating plans. They are also inherently uncedait



investors must recognize that actual results cturld out to be significantly different than whatswexpected. Among the many factors that
can cause actual results to differ are economigatitical conditions in the countries and terrigzrwhere TRICON operates, the impact of
such conditions on consumer spending, pricing pressresulting from competitive discounting, newdurct and concept development by
other food industry competitors, and fluctuatiomgedmmodity 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 ("TRICORtnational") 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 aoérising 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 celledpere a full-scale traditional outlet
would not be practical or efficient. In additiohete are approximately 367 units housing more tmenconcept ("2nls"). 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 engasagie preparation of food with high quality irdjests as well as unique recipes and
special seasonings to provide appealing, tastyastrakctive 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@kdn 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 anmdealso 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 chic



sandwiches. KFC restaurants also offer a variesidd items, such as biscuits, mashed potatoegrang, cole slaw and corn, as well as
desserts and non-alcoholic beverages. Their deatraracterized by the image of the Colonel antihdis/e packaging includes the "Bucket"
of chicken.

In 1996, KFC's worldwide system sales of over $8obi grew faster than the industry average evengih the number of restaurants in its
global system did not materially increase. Thisgtowas largely due to the impact of new produstsi@aown by the fact that same store sales
in Company-operated stores in the U.S. increased®¥995, same store sales for Company-operabedssin the U.S. were also strong,
increasing 7%. For the first half of 1997, KFC sastmre sales growth for Company-operated uniteént.S. was consistently positive
resulting in a 4% growth rate for the 24 week pebridverage U.S. system-wide sales per traditionélio 1996 were $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. IniteeHalf of 1997, same store sales at Companyateérunits in the U.S. declined 7% at
Pizza Hut. This reflects an 8% decline in the fipsarter and a 5% decline in the second. In tis¢ fiur weeks of the third quarter, however,
same store sales were once again achieving pogitoveth over the prior year. Average U.S. systerdengales per unit in 1996 were
$620,000.

For ten of the last twelve years, Pizza Hut wasewhBest Pizza Chain in America in the "Choice irai@h" national consumer survey
published annually by RESTAURANTS & INSTITUTIONS MBAZINE. Also, the January 1997 CONSUMER REPORTS edifizza Hut
as the best pizza chain in America.

Taco Bell

Taco Bell operates under the name "Taco Bell" aettislizes in Mexican style food products, includirarious types of tacos and burritos,
salads, nachos and other related items. The fast Bell restaurant was opened in 1962 by GleniBé&lowney, California, and in 1964 the
first Taco Bell franchise was sold. By 1978, whewas acquired by PepsiCo, the Taco Bell systemghean to approximately 1,000 uni



Today, Taco Bell dominates the U.S. Mexican QSRread. Taco Bell units feature a distinctive bejdoon their signage.

By year-end 1996, there were more than 6,800 TatlouBits in 17 countries and territories, with t®ya-wide sales of $4.7 billion. After
several years of having achieved above industryageegrowth rates, U.S. same store sales at Conggasmated Taco Bell units declined 2%
and 4% in 1996 and 1995, respectively, as a reiotwer transaction counts. For each of the fingi quarters of 1997, however, same store
sales growth for Company-operated units in the Wz positive resulting in a 3% growth rate for émtire 24 week period. Average U.S.
system-wide sales per unit in 1996 were $886,000.

Operating Structure

For all three of its concepts, TRICON structursssitles operations in two primary ways. The umgseither 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 leasablished 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 & Joint Venture 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 n-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 storeasathility of the restaurant general manager (tHeVR), 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 yesrd 1996, over 900 stores had been refranchisagbas of that program, the large majority to figisee
that were already in the TRICON system. The sedoitidtive, called "RGM is No. 1", is a programftwcus the Company-operated system to
more consciously support the effort of the RGM. S&gsiness of TRICON - Human Resources and Manageine

It is critical to TRICON to maintain strong and opelationships with its franchisees and their @gpntatives. 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 managéteehniques. As the Company continues to refracBiompany-operated units and
franchisees play a larger and larger role in tlwevgin of the business, it is expected that thesegities 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.rf0O85 to 1993 Mr. Pearson was a tenured profegddarvard Business School and
from 1971 to 1984 he was President and Chief Ojpera&ifficer of PepsiCo where he was instrumentaldquiring 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 ten consecutiaters of same store sales growth at Compansatgzbunits. 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 businesslts. 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 satisfactior



The Company's restaurant management structuresuayieoncept and unit size. Generally, each restais led by an RGM, together with
one or more additional assistant managers, depgmdithe operating complexity and sales voluméefrestaurant. Each restaurant usually
has between 10 and 35 hourly employees, most oimawork part-time. The Company's four operating slmis each issue detailed manuals
covering all aspects of their respective operatioduding food handling and product preparatioocedures, safety and quality issues,
equipment maintenance, facility standards and atowoy procedures. The restaurant management te@mesponsible 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 Coylpaestaurants are visited from time to time &siaus higher level supervisors within
their respective organizations to help ensure affverto 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 approximately,888 persons, approximately 245,000 of whom weretpae 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. Lessli#taof TRICON's U.S. employees are covered by ctMedargaining agreements.
TRICON's non-U.S. employees are subject to numdeder council relationships which vary due to tlierse 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 restaurantifing cafeterias) and non-commercial restagraoth 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 McDoisadalid more than three times the size of Burger 'Kirig 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 and sales in their respective fraddgories



[GRAPHIC OMITTED] Bar chart with the following pois:
Largest Worldwide Restaurant Systems

as of Year-End 1996

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

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

Source: Technomic

Worldwide Quick Service Restaurant Sales as of ¥t 1996

TRICON 13%
McDonald's 20%

Other 67%

Source: Technomic; PepsiCo; Euromonitor
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. According t&ikkey & Company, Inc., in the
U.S. today almost 45 cents of the consumer's fadldrdgoes to meals prepared and served readgteway from home, up from 38 cents
years ago. By ye-end 1996, the food service industry had reach@&d $dlion in sales. The QSR segment of the foaslise industry has
been growing rapidly, with a ten year compound ahguowth rate of more than 6%. The main drivegiwth over the last two years has
been new unit expansion, primarily on the parhefinajor chains, which increased at a rate of 46tialty .

[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 h



kept pace with unit expansion which has resultegagr@ssure on same store sales. The competitiveg@§Rent of the food service industry
has therefore become increasingly challenging sore $evel margins are being pressured, not owonfthe lack of sales growth, but also
from increasing commaodity costs and higher wagesrdtie to low unemployment and increased minimugeg.a

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 growthofedeo.

[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. PizzaFaao Bell, and KFC rank 3,4, and 6,
respectively. Together, they are number two witBrdd13 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 -traditional units where applicabl



(2) Excluding sales from non-traditional units, §38/stem sales per unit at Pizza Hut, Taco Bellkir@ were $620,000, $886,000 and
$775,000 respectively.

International

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

In addition, branded QSR units per population irstramuntries are generally well below that of theteld 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
Singapore........... 29
Canada.............. 19
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

Source: PepsiCo; 1996 World Almanac

Reflecting the broad geographic consumer appeBROEON's concepts, over 35% of TRICON Internatiedstaurants are located in Asia
Pacific, followed by the Americas (Canada, the Blagan, Latin America and South America) with 29%rdpe with 19% and the South
Pacific with 16%



TRICON International System Units as of Year-En@@.¢1)

[GRAPHIC OMITTED] Pie charts showing the following:

Region

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

Concept

KFC 56%
Pizza Hut 42%
Taco Bell 2%

Ownership

Franchise/Licensed 59%
Company 29%
Joint Venture 12%

Asia Pacific 36%
Americas 29%
Europe 19%
S. Pacific  16%

Countries
and Territories

Since late 1994, the international operations ofGBRN's three restaurant concepts have been coasedidnto a separate international
division to improve focus and scale. TRICON Inté¢ior@al has redirected its focus to generate mostesy 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 miagxedperations consistency, product delivery, reagfanning 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. leadeunits and sales in its respective food categtiRICON believes that the near universal
appeal of chicken and the enormous variety of gipravide a strong foundation for global concepamsion, and the emerging trend tow
Mexican-style foods may provide additional growtiportunities.

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 Taconael also entered into multi-year
agreements with Pepsi-Cola Company regarding tleeo§@epsi-Cola beverage products at U.S. Compaeyated units. See "The
Distribution - Relationship Between PepsiCo andd@N after the Distribution.”

Management Information Systems. TRICON consideedfii leader in the utilization of technology &fhmanage its restaurants. Systems
targeted at improving financial controls, cost ngeraent, product inventory, consumer service andayap effectiveness have been
implemented in all Company-operated units. In th8.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' restal



are required to buy food supplies, ingredientsseeiags, and equipment only from approved supplieh® are required to meet or exceed
system standards designed to ensure product gusdfisty and consistency. From time to time, thali@uAssurance Departments inspect
facilities of their suppliers and request samptesdsting and other quality control monitoring andasures. Many of these suppliers, such as
poultry producers, are also subject to some goventiinspection. In addition, representatives of@uality Assurance Departments visit
restaurants from time to time to ensure that feggroperly stored, handled and prepared in accoedaith prescribed standards and
specifications, as well as to provide trainingadod safety and sanitation measures to the restappanators. The Quality Assurance
Departments are also responsible for remainingeation issues related to food safety, and intargatiith regulatory agencies as may be
required or desirable on these matters.

Strong Free Cash Flow

TRICON has generated significant free cash flowuigh its operations and global refranchising proguader which it sells Company-
operated restaurants to current and new franchiSéese the strategy began in mid-1995, TRICONarethised 264 and 640 units in 1995
and 1996, respectively. In June 1997, TRICON Irggomal sold 77 KFCs, 43 Pizza Huts and two joifKand Pizza Hut delivery/carryout
units in New Zealand in an initial public offerings a result of TRICON's refranchising activity ugbed with new points of distribution

added by franchisees and licensees and the prdgrapgrade the asset portfolio by closing undefgoeiing stores, the Company's overall
ownership of total system units (i.e. Company-of@etand joint venture units in which the Companstipipates) declined six percentage
points in two years from 50% at year-end 1994 %44 year-end 1996. The refranchising program feeted to continue. However, the
continuation of the program depends on the Compaabylity to find qualified franchisees to purch&empany-operated restaurants at prices
considered by the Company to be appropriate.

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 operatptatforms leading to improved service; store-lduainan 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 salesipier According to CREST, in 1996 in the U.S. aintwo-thirds of KFC and approximately
three-quarters of Pizza Hut Company-operated s@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, especialigkem and pizza, are well suited to delivery beeaheir relatively long holding times
allow them to be delivered hot and ready to eatlajp Pizza Hut has a well-developed delivery systachalmost 500 KFC units currently
offer some delivery services. In addition, the Campbelieves there is opportunity to innovate withpect to the type of unit that best meets
consumer needs. Some of the alternative chanralaith being developed include non-traditionalsusitch as Taco Bell Express in venues
like shopping malls, food courts, airports, gas emavenience stores and schools.

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 pefen size and growth but also in terms of periteapurchasing power. TRICON has
demonstrated considerable success in Asian emenggnkets 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 prepdoexis.

Scale Advantages. TRICON has the ability to levenagt only the scale advantages of purchasing &dl IBut also the experience of its U
business to quickly identify new product opportigsitfor local markets. As of year-end 1996, TRIC®IiNternational system-wide sales
accounted for approximately 11% of all internaticQ&R sales.

Other
Properties

As of year-end 1996, KFC, Pizza Hut and Taco Bethed approximately 3,200 and leased approximat@@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@z®&iHut and Taco Bell restaurants in the UnitedeStarhich are not owned are generally
leased for initial terms of 15 or 20 years, andeggelty have renewal options, while Pizza Hut dedpearryout units in the United States
generally are leased for significantly shorteriaiterms with short renewal options. Joint vensurewhich KFC, Pizza Hut or Taco Bell are
partners and other consolidated entities own @elegproximately 1,000 restaurants or units outsidéJnited 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 setdraee intensely competitive with respect to foodldy, price, service, convenience,
restaurant location and concept. The restauraméssis often affected by changes in consumezgasational, regional or local economic
conditions; demographic trends; traffic patterhg; type, number and location of competing restasramd disposable purchasing power.
TRICON competes within each market with national eggional chains as well as locally-owned restatsranot only for customers, but also
for management and hourly personnel and suitablesstate sites. For additional information on cetitipn, see "Business of TRICON

- Industry Overview."

Trademarks

TRICON regards its Kentucky Fried Chicken (Regmstefrademark), KFC (Registered Trademark), Pizzia(Registered Trademark) and
Taco Bell (Registered Trademark) trademarks asigasignificant value and as being important in retirlg to consumers. The Company's
policy is to pursue registration of its importarsdemarks whenever possible and to oppose viggrams infringement of its trademarks. T
use of the foregoing trademarks by franchiseediaadsees has been authorized in KFC, Pizza HufTard Bell franchise and license
agreements. Under current law and with properthgeCompany's rights in its trademarks can lastfindely.

Government Regulation

United States. TRICON is subject to various Fedeatate and local laws affecting its business. Ed¢he Company's restaurants must
comply with licensing and regulation by a numbego¥ernmental authorities, which include healtitsdion, safety and fire agencies in the
state or municipality in which the restaurant isdted. To date, the Company has not been signiljcafiected 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 &ith@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 graigh hourly basis at rates related to the Fed@ramum wage, increases in the
minimum wage could significantly increase the Compmlabor 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 yea



of age or younger. The Company has not to date imegerially adversely affected by such 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 itdife@es for compliance with the Americans With Bislities Act ("ADA") in order to

conform to its requirements. Under the ADA, the @amy could be required to expend funds to mod#yestaurants to better provide
service to, or make reasonable accommodation éemhployment 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, heakinjtation and safety. The international
restaurants are also subject to tariffs and reiguisiton imported commodities and equipment and lagslating 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 cgeticies related to lawsuits, taxes, real estagegivironment and other matters arising
of the normal course of business. Management ledighat 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 financialdioon.

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 rastatbusinesses of Hot 'n Now

("HNN"), East Side Mario's ("ESM") and Chevys MexicRestaurants ("Chevys") were sold in 1997, amddtlier non-core restaurant
businesses, D'Angelo Sandwich Shops ("D'Angelot)) @alifornia Pizza Kitchen ("CPK"), are expected®osold prior to the Distribution
Date. These five "non-core" chains representedcqpately 4% of TRICON's worldwide sales at Compapgrated units in 1996. See
"Combined Financial Statements."

SELECTED COMBINED FINANCIAL DATA

For purposes of the following selected combinedriial data, TRICON includes the worldwide operatiof KFC, Pizza Hut and Taco Bell
(its core business), and its non-core U.S. busasetsough their respectice dates of disposal.

The following selected combined financial data BITON should be read in conjunction with, and isldied in its entirety by reference to,
the audited Combined Financial Statements andrihadited Condensed Combined Financial Statemedttharrelated notes thereto
included on pages-2 to F-29.



The pro forma selected financial data set fortlolwds derived from the unaudited Pro Forma Condg@&@mnbined Financial Information
included on pages F-30 to F-34. The pro forma da&s not purport to represent what TRICON's finarmosition or results of operations
would have been had it operated as a separatg@dandent company nor does it give effect to any ®vether than those discussed in the
related notes. The pro forma data also does ngbpito 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 Comisdmysinesses operated as part of PepsiCo isleaarg because it does not reflect
TRICON's expected future capital structure as aisgp, independent company. Accordingly, per stlata for earnings and cash dividends
declared has not been presented except for prafeamings per share for the year-ended Decemh@®28 and the 24 weeks ended June
14, 1997, which was based on 155 million sharesegivalents.

Selected Combined Financial Data (Page 1 of 5)
(in millions except per share data, unaudited)
TRICON Global Restaurants, Inc.

Pro for ma
1996(a ) 1996(b)(c) 1995(c) 1994(c)(d)(e)
Summary of Operations
Revenues.........cooccevvieeeenns $9,838 10,232 10,250 9,565
Income/(loss) before cumulative effect
of accounting changes................. $ 131 (53) (132) 119
Cumulative effect of accounting
changes (N)......cccceevveevinnenns $ - - - (1)
Net income/(10SS) (i)...cceeveeeernnnn. $ 131 (53) (132) 118
Earnings per share (j)............... $0.85 N.R. N.R. N.R.
Balance Sheet
Total asSetS.....cccvvveveervereeanne. N.R. $6,520 6,908 7,387
Long-term debt (K)...........ccvven. N.R. $ 231 260 267
Investments by and advances
from PepsiCo.........ccceeeevinnnnn. N.R. $4,266 4,604 4,962

N.R. - Not Required



Selected Combined Financial Data (Page 2 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

1993(f) 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 (h).... $ - (29)
Net income (i)......ccovevveeeiieeiieeiieeens $ 238 226
Balance Sheet
Total aSSets......coovveiiiiiieiiieeieeciies $ 6,526 5,086
Long-term debt (k) $ 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........cccoiiiiiiiiiiiececeeeee
Net income (i)
Earnings per share (j)...ccccccceeeeeveiiinnns
Balance Sheet
Total aSSetS.....cceviiiiereiiiiiieeeeeee.
Long-term debt (K)......cceeeeiiiiiieiennnnes
Investments by and advances from
PepSiCo ...vevveieiiiieeeeeeeeeeii

N.R. - Not Required

(Page 3 of 5)

24 Weeks Ended(g)

Pro forma
6/14/97(a) 6/14/97  6/15/96

$ 4,399 4,590 4,655

$ 176 173 106
$ 114 N.R. N.R.
$5,976 6,107 N.R.
$4,674 186 N.R.
$ - 3,825 N.R.



Selected Combined Financial Data (Page 4 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

(a) Reflects the following pro forma adjustments:

1. Elimination of TRICON's non-core U.S. businesses disposed of or
expected to be disposed of in 1997;

2. Expected debt to be issued to fund repaym ent of certain amounts due to
PepsiCo and a dividend to PepsiCo;

3. Record TRICON's equity and shares outstandindj; a
4. Adjust interest expense to reflect expected datstanding as of the Distribution Date.

(b) Included unusual charges of $246 ($189 after+talated to the decision to dispose of TRICONB-oore U.S. businesses. See Note 3 to
the audited Combined Financial Statements on pabk RIso included the benefit of reduced deprémiaand amortization expense for the
first three quarters of 1996 of $40 ($26 after-@x)a result of the initial impact of adopting 8taent of Financial Accounting Standards No.

121 (SFAS 121), "Accounting for the Impairment afg-Lived Assets and for Longved Assets to Be Disposed Of," at the beginnifithe
fourth quarter of 1995. See (c) below.

(¢) 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 @flex-tax). See Note 3 to the audited Combinedritiz Statements on page F-11.

(d) Included a benefit of changing to a preferab&thod for calculating the markegtated value of pension plan assets used in detiergrthe
return-on-asset component of annual pension expeitiseh reduced full-year pension expense in 1998%($3 after-tax).

(e) Fiscal year 1994 consisted of 53 weeks. Nogmédical years consist of 52 weeks; however, bsedhe 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).

(f) Included a $7 charge to increase net defelagdiabilities as of the beginning of 1993 for a $tatutory income tax rate increase due to
1993 U.S. Federal tax legislation.



Selected Combined Financial Data (Page 5 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

(9) Included unusual charges of $39 ($22 after-ta997 and $26 ($17 after-tax) in 1996 relatetheodisposal of TRICON's non-core U.S.
businesses. Also included net facility actions:

24 Weeks Ended

6/14/9 7 6/15/96
Refranchising gains $153 $ 88
Store closure costs (29 ) 4)
Recurring SFAS 121 impairment charges (39 ) (18)
Net gain $85 $ 66
After-tax gain $ 56 $37
After-tax gain - Full Year* $87 $41

* Because TRICON allocates its income tax expeasetérim periods based on a forecasted full-y&factve tax rate, the tax attributes
associated with these net facility actions will ione to be recognized in TRICON's tax expense theebalance of the year. Accordingly,
after-tax gain recognized in the 24 weeks ended H9@ 1996 is lower than the full-year amount.

The 1997 full-year after-tax gain reflects the fis@e gain from the refranchising of TRICON's ressauts in New Zealand to a new,
independent publicly-traded company.

(h) Represented the cumulative effect of adopting994 Statement of Financial Accounting Standaldls112 (SFAS 112), "Employers'
Accounting for Postemployment Benefits," and chagdb a preferable method for calculating the miar&kated value of pension plan assets
used in determining the return-on-asset compornfesmimual pension expense and the cumulative netcognized gain or loss subject to
amortization (see Notes 13 and 11 to the auditediwed Financial Statements on page F-16) and eudpijot 1992 Statement of Financial
Accounting Standards No. 106 (SFAS 106), "Emplay&csounting for Postretirement Benefits Other TiRamsions" which reduced
earnings by $31 ($19 after-tax).

(i) For the historical results of operations nefdime included interest expense based upon Pepsi€mhted average borrowing rate applied
to the average balance of investments by and adganam PepsiCo to TRICON and interest on its ewiethird-party debt.

(j) Pro forma shares and equivalents of 155 millised to compute earnings per share was based?omillion shares of TRICON common
stock adjusted for the dilutive effect of stockiops. The 152 million shares reflected an estirohtée shares to be issued at the Distribution
Date based on a distribution ratio of one sharERICON Common Stock for every ten shares of Pep§i@pital Stock.

(k) Lonc-term debt represented external t-party debt



FINANCING

PepsiCo's general practice has been to incur délhe parent company level rather than the subrgidéxel, even when the funds obtained
from such borrowings have been used in the busisesfsits subsidiaries, except in the case of ahl@ases, 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 approwately $4.5 billion of debt obligations. Substafiii all of the proceeds of such debt
obligations will be transferred to PepsiCo as repayt of certain amounts due to PepsiCo from TRIGDMN a dividend. The remainder of
any investment in TRICON by PepsiCo will be recifisd from "Investment by and advances from Pepsi@dCommon Stock and surplus”
on the TRICON balance sheet. This remainder wilt@etributed by PepsiCo to its shareholders ifoh@ of TRICON Common Stock.
PepsiCo will retain no equity interest in TRICONowever, immediately after the Distribution Date,IT®RN shares will be owned by
PepsiCo's pension trust on behalf of PepsiCo's@repk.

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

Commercial Paper Program

TRICON is planning to establish a commercial pgpegram at such time as TRICON's management baliéveredit rating supports such a
program. Borrowings under this program may be ugdthance a base level of floating rate debt agabkenal borrowing needs.

Bank Credit Facilities

TRICON is planning to establish a senior, unsectikedyear term loan facility in the aggregate amioof $2 billion and a senior, unsecured
five-year revolving credit and multicurrency competitagvance facility in the aggregate amount of $3lBb. A portion of the latter facilit
will be available in the form of letters of creditterest rates are expected to be based on théobhanterbank offered rate ("LIBOR"). The
facilities are expected to have a quarterly faclite as well as a semi-annual administrative Teée. covenants in the facilities will be
carefully negotiated with respect to TRICON's dafd investment requirements. TRICON believes it hdve adequate flexibility under the
covenants and that they should not impose matesalictions on TRICON's operations.

Long-Term Debt

TRICON's management may refinance a portion ob#drgk borrowings with long-term financing when maréenditions are deemed
appropriate following the Distribution. TRICON méile a shelf registration statement with the Se@siand Exchange Commission
providing for the issuance of debt securities wilhious terms, conditions and maturities. Interatds would be expected to be based on
market



conditions at the time of the offerings. The coveran the indenture under which such debt seesritiould be issued would be carefully
negotiated with respect to TRICON's debt and investt requirements.

Derivative Instruments

TRICON is currently planning to enter into agreetsesith a selected number of creditworthy finanaiatitutions which will enable
TRICON to enter into interest rate swap agreemientsder to reduce its interest rate exposure. TRIGwill likely use interest rate swaps to
fix the interest rate on 50% to 80% of the amowntistanding under its bank facilities.

THE DISTRIBUTION
Reasons for the Distribution

PepsiCo's management has proposed the Distribtatiachieve three specific business objectivedo(8lleviate 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 affeanagement incentives more directly tied to tadggmance of their respective
businesses. PepsiCo is distributing the shareREEDN to its shareholders based on its belief thatestaurant businesses, on the one hand
and PepsiCo's packaged goods businesses, on #rehatid, represent different business propositibnsy involve fundamentally different
growth opportunities, financial returns, investmegguirements, operating systems and people dysamépsiCo also believes that
corporations perform optimally when business sgaterganization and employee incentives are marsowly focused.

Accordingly, PepsiCo has concluded that the lomgitieiterests of both businesses are best servedghrthe creation of two separate,
independent and focused corporations, TRICON fatoserestaurants and a "new PepsiCo" focused draged 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 atdlose of business on September 19, 1997 (theotBé&zate"), 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 thsésha one share of TRICON Common Stock for everyghares of PepsiCo Capital Stock
held on the Record Date. TRICON will participateahie Direct Registration System to effect the Glisition, 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 TRICON shareholdket tvould like to receive



certificate representing their shares may contacistribution Agent. The shares of TRICON Comnstock will be fully paid and
nonassessable and the holders thereof will nohbtidegl to preemptive rights. See "Description &ICON Capital Stock - 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 oiCiBN Common Stock and sell them on the open makptevailing prices on behalf of
holders who would otherwise be entitled to recasiveh fractional share interests. Any such persotiezl 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. Fractionaleshaiith 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 conditions irusks

(i), (ii) and (iv) above have been satisfied. Tidyaignificant pending regulatory approval is tbemmission's declaration of the
effectiveness of the Form 10, and the PepsiCo Bofrectors does not intend to waive this coruditi

The PepsiCo Board of Directors may amend, modifgl@andon 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 tis¢ribution

After the Distribution, PepsiCo will have no owrlgigsinterest in TRICON, and TRICON will be an indgyplent, 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 have entered, ahéntdr, into certain agreements, described bedmwerning their relationship
subsequent to the Distribution and providing far #flocation of tax and certain other liabilitiexd:



obligations arising from periods prior to and aftez Distribution. Copies of the forms of such &gnents are filed as exhibits to the
Registration Statement of which this Informatioat8ment is a part. The following summarizes theenmtterms of such agreements, but is
qualified by reference to the text of such agreesen

Separation Agreement

PepsiCo and TRICON have entered into a Separatipaeinent (the "Separation Agreement"), which presifbr, among other things,
certain services, records and personnel which Bepmnd TRICON will make available to each otheerafhe Distribution Date. To facilitate
an orderly transition, PepsiCo may continue to jameyfor up to 12 months, certain services to TRN;@ith the related costs and expenses
being paid by TRICON. TRICON will nonetheless haveutilize additional personnel to perform certa@ivices previously provided by
PepsiCo, such as treasury management and invetitions. The Separation Agreement also providethBbassumption by TRICON of
liabilities relating to PepsiCo's restaurant bus#es and the indemnification of PepsiCo with resimesuch liabilities. At June 14, 1997, there
were approximately $2.35 billion of liabilities fe€ted on TRICON's balance sheet. The Separatioaehgent provides that, prior to the
Distribution, TRICON will pay to PepsiCo $4.5 bilhi as repayment of certain amounts due to Pepst@o TRICON and a dividend.

Tax Separation Agreement

PepsiCo and TRICON have entered into a Tax Separaijreement (the "Tax Separation Agreement"), emelf of themselves and their
respective consolidated groups, that reflects eacty's rights and obligations with respect to pagta and refunds of taxes that are
attributable to periods beginning prior to and uithg the Distribution Date and taxes resultingrfrivansactions 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 provifbegpayments between the two companies for cetéairmdjustments made after the
Distribution that cover pre-Distribution tax liadis. Other provisions cover the handling of asidsiettiements, stock options, elections,
accounting methods and return filing in cases wheth companies have an interest in the resultisesie activities.

Pursuant to the Tax Separation Agreement, TRICONalgaced to refrain from engaging in certain tratisas for two years following the
Distribution Date without the prior written consaitPepsiCo. Transactions subject to this restmcinclude, among other things, the
liquidation, merger or consolidation with anothenpany, certain issuances and redemptions of TRICOMNmMon Stock, the granting of
stock options, the sale, refranchising, distributo other disposition of assets in a manner tltlavadversely affect the tax consequences of
the Distribution or any transaction effected inwection with the Distribution, and the discontinaatof certain businesse



Employee Programs Agreement

PepsiCo and TRICON have entered into an EmployegrBms Agreement (the "Employee Programs Agreementtich allocates assets,
liabilities and responsibilities between them wigspect to certain employee compensation and ligat@fis 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 pasiiasrespect to internal software, third-party agrents, telecommunications services and
computing services.

Beverage Agreements

KFC, Pizza Hut and Taco Bell have each entereddantuilti-year agreement with Pepsi-Cola Compangngigg the sale of Pepsi-Cola
beverage products at U.S. Company-operated units.

Certain Letters of Credit, Guarantees and ContingetLiabilities

Pursuant to the Separation Agreement, TRICON heseddgo use its best efforts to release, termioateplace, prior to the Distribution Da
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, guaramtagd contingent liabilities which were not
able to be released, terminated or replaced mithvé 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 algto the full amount of all remaining
obligations and foreseeable claims under suchréettecredit, guarantees and contingent liabilitésall 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

PepsiCo has received a ruling from the InternaléRere Service to the effect that the Distributiotl gquialify as a tax-free Distribution under
Sections 355 and 368 of the Internal Revenue Cbd686, as amended (the "Code"), and, accordirlght, (i) except as described below v
respect to fractional shares, PepsiCo's sharelsoldémot recognize income, gain or loss uponréeeipt of shares of TRICON Common
Stock; (ii) the aggregate tax basis of the shaf&epsiCo Capital Stock and TRICON Common Stocgliding any fractional share interests
to which a PepsiCo shareholder is entitled) held B®epsiCo shareholder after the Distribution balithe same as the tax basis of the shares
of PepsiCo Capital Stock held by such shareholderediately before the Distribution, and will beoatted between the shares of TRICON
Common Stock and PepsiCo Capital Stock in propottiictheir relative fair market values on the Dimition Date; (iii) the holding period of
the shares of TRICON Common Stc



received by a PepsiCo shareholder (including aagtivnal share interests to which a PepsiCo shitehis entitled) will include the holding
period of the shares of PepsiCo Capital Stock vafipect to which the Distribution was made, prodittet the shares of PepsiCo Capital
Stock are held as a capital asset by such shaetmidthe Distribution Date; and (iv) cash receiirelieu of fractional share interests in
TRICON Common Stock will give rise to gain or lesgual to the difference between the amount of caséived and the tax basis allocable
to such fractional share interests. Such gainss Vaill be capital gain or loss if the shares gf$t€o Capital Stock are held as a capital asset
on the Distribution Date.

U.S. Treasury regulations require each PepsiCaehblter that receives shares of TRICON Common Stotike Distribution to attach to the
holder's U.S. Federal income tax return for the yeavhich such stock is received a detailed statensetting forth such data as may be
appropriate in order to show the applicability ec8on 355 of the Code to the Distribution. Witkhineasonable 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 fip\ee.

The foregoing is a summary of the material U.S.dfakincome tax consequences of the Distributiashenthe 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 advisogsurging 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 provitat the number of Directors may be altered fronetto time, by resolution adopted by
the Company's Board of Directors. However, the nemath Directors may not be less than three nor ritaa fifteen.

Provided that the number of Directors equals oeers the number required under North Carolina loagtagger the terms of directors
(currently nine), from and after the Company's 188iual 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 yearstand until their successors shall be electedshall qualify.

The following individuals have agreed to serve ag@ors of TRICON following the Distribution. The®irectors will hold office until the
first annual meeting ¢



TRICON's shareholders after the Distribution, whiglexpected to be held in May, 1998.

Andrall E. Pearson, age 72, has been elected atbirand Chairman of the Board of TRICON, and Wwélelected Chief Executive Officer
prior to the Distribution Date. Prior thereto, Nfearson served as an operating partner of Claitalni)ier & Rice, a leveraged buy-out firm.
He was PepsiCo's President and Chief Operating@ffrom 1971 through 1984 and served on PepsKi#sd of Directors for 26 years,
retiring in April 1996. From 1985 to 1993 he wateaured professor at Harvard Business School. Blargdn is Chairman of the Board of
Alliant FoodService, Inc. and a director of Kinkdisc., May Department Stores Company and Traveéeasip.

David C. Novak, age 44, will be elected a Direciice Chairman of the Board and President of TRIC@MNr to the Distribution Date. Prior
thereto, Mr. Novak served as Group President anief&xecutive Officer, KFC and Pizza Hut, a positite has held since August 1996. Mr.
Novak joined Pizza Hut in 1986 as Senior Vice Riesi, Marketing. In 1990, he became Executive Wpesident, Marketing and Natior
Sales, for Pepsi-Cola Company. In 1992 he becanwf Operating Officer, Pepsi-Cola North America.1894 he became President and
Chief Executive Officer of KFC North America.

D. Ronald Daniel, age 67, will be elected to TRIC®Roard of Directors effective on the Distributibate. Mr. Daniel has been a director of
McKinsey & Company since 1968. He joined McKinseyC&mpany in 1957 and held various positions withftrm, including Managing
Director from 1976 to 1988. Mr. Daniel is a membgthe Board of WNET/Thirteen, New York's publid¢etésion station.

James Dimon, age 41, will be elected to TRICON'arB®f Directors effective on the Distribution Dalidr. Dimon is President, Chief
Operating Officer and a director of Travelers Gradp was appointed President in 1991, and becarief Operating Officer in 1993.
Previously he had been Executive Vice PresidentGhidf Financial Officer of Primerica Corporatidhe predecessor company of Travelers
Group. He is also Chairman and Chief Executived@ffiof Smith Barney Inc., a subsidiary of Travel&rsup, and has held this position si
1996.

Massimo Ferragamo, age 39, will be elected to TRIGM®oard of Directors effective on the Distributibate. Mr. Ferragamo is President
and Vice Chairman of Moda Imports, Inc., a subsida Salvatore Ferragamo Italia, which controlesand distribution of Ferragamo
products in North America. Mr. Ferragamo has hbigl position since 1985.

Robert Holland, Jr., age 56, will be elected to CRN's Board of Directors effective on the DistribautDate. Mr. Holland is the owner and
Chief Executive Officer of WorkPlace Integratorsichigan's largest Steelcase office furniture de&eor to his current position, he was
President and Chief Executive Officer of Ben & yarHomemade, Inc. from 1995 through 1996. Froml1®81984 and from 1991 to 1995,
Mr. Holland served as Chairman and CEO of Re-J, Inc., which participates



business development projects and provides strategglopment assistance to senior management of w@jporations. From 1984 to 1987,
he was Chairman and Chief Executive Officer of Gitgrketing, a beverage distribution company in BigtMichigan. From 1987 to 1990,
he was Vice President, and from 1990 to 1994 heGterman, of Gilreath Manufacturing, Inc., a fedlrvice custom plastic injection
molding company. Mr. Holland is a director of Mute New York, TruMark Inc., Frontier CorporatioA,C Nielsen Corporation and Olin
Corporation.

Sidney Kohl, age 66, will be elected to TRICON'saBbof Directors effective on the Distribution Daltér. Kohl, along with other family
members, developed Kohl's Food Stores, Wiscorsirgest supermarket chain, and Kohl's DepartmeneSt now a national (New York
Stock Exchange) department store chain. He serw@esident and then Chairman when the two entitézs sold in 1972. He was a
developer and managing partner of two regionalsnalMilwaukee, and is/was the developer, ownermadager of other substantial
commercial and residential property. Mr. Kohl sarea the Board of Kinka's, Inc. and Alliant Food8ee, Inc. (formerly Kraft Food
Service).

Kenneth G. Langone, age 61, will be elected to TG Board of Directors effective on the DistrilmutiDate. Mr. Langone is the founder,
and, since 1974, has been Chairman of the Boaiidf Ekecutive Officer and President, of Invemed dsates, Inc., a New York Stock
Exchange firm engaged in investment banking anlldreme. He is a founder of Home Depot, Inc., ardidegen a director since 1978. He is
also a director of DBT Online, Inc., St. Jude Matli¢nc., Unifi, Inc. and United States SatelliteoBdcasting Co.

Jackie Truijillo, age 61, will be elected to TRIC@Moard of Directors effective on the Distributibate. Ms. Truijillo is Chairman of the
Board of Harman Management Corporation, one of KFa&@gest franchisees. She joined the KFC orgdoizat 1953 and held various
positions, becoming Executive Vice President of @pens in 1983, with responsibility for operatianfsK FC restaurants in Utah, Colorado,
Washington and Northern California. In 1987, shedbee Executive Vice Chairman of Harman Managemenp&@ation, assuming her
present position in 1995.

Robert J. Ulrich, age 54, will be elected to TRIC®Roard of Directors effective on the Distributidate. Mr. Ulrich is Chairman and Chief
Executive Officer of Dayton Hudson Corporation dradget Stores. He became President of Dayton HuBspartment Store Company in
1984, and President of Target Stores in late 1984ecame Chairman and Chief Executive Officerarfjét Stores in 1987, and assumed his
additional present position at Dayton Hudson Caafion in 1994. Mr. Ulrich is also a director of Day Hudson Corporation.

Jeanette S. Wagner, age 68, will be elected to TRIS Board of Directors effective on the DistrilmtiDate. Ms. Wagner is President of
Estee Lauder International, Inc., the largest sliagi of The Estee Lauder Companies Inc. Ms. Wdgmareer at Estee Lauder has included
marketing and general management assignments doatigsand



internationally. She assumed her present positidi®86. Ms. Wagner is also a director of Americardings Corp. and Stride Rite
Corporation.

John L. Weinberg, age 72, will be elected to TRICOBbard of Directors effective on the DistributiDate. Mr. Weinberg is Senior
Chairman of Goldman, Sachs & Co., a position hehedd since 1990. Mr. Weinberg has served as astment banker with Goldman, Sa
& Co. since 1950. He became a Partner in 1956 08&@rtner and Co-Chairman of the Management Com@enith 1976, and was Senior
Partner and Chairman of the Management Committee 984 until 1990. He is a director of Champioteinational Corporation, Knight-
Ridder, Inc. and Providian Financial Corp.

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 $25,0Q00n joining the Board, payment of which will befeired until termination from the
Board. Directors may also defer payment of theaginers. 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 Directors.

Committees of the Board

It is anticipated that TRICON will establish Audipmpensation and Nominating Committees of the @déais 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 &ICON'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 auditorsrévigw with management and the independent audheradequacy 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 accountinggoces and internal accounting controls; and (kjport to the Board on the results of its
review and make such recommendations as it may dggnopriate.

Compensation Committee. The Compensation Commitiiegi) administer TRICON's Long-Term Incentivda®, Executive Incentive
Compensation Plan and related plans; (ii) approvegfer 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 semi@cutives of TRICON



Nominating Committee. The Nominating Committee w(ilj 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 "amant of TRICON - Directors"), the following persoare 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%6jdihed Pepsi-Cola Company in 1972,
and served in various management positions at-Eag 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 Restaurarternational.

Robert C. Lowes, age 51, has been elected ChiahEial Officer of TRICON. Mr. Lowes is the formehi@&f Executive Officer of Burger
King, a subsidiary of Grand Metropolitan, a foodla@onsumer products company. Before becoming Blfgey's Chief Executive Officer,
Mr. Lowes held several positions with Grand Metidpa, including Deputy Chief Financial Officer, & Financial Officer of its Food
Sector, and Chief Executive Officer of its Europ&aods division. Mr. Lowes joined Grand Metropalitaom Philip Morris and General
Foods, where he served in a number of senior fimaapacities, including Vice President, ContratiePhilip Morris, and Group Vice
President and Chief Financial Officer at Oscar Maye

Jeffrey A. Moody, age 39, will be elected Presidami Chief Concept Officer, KFC U.S.A., prior tetBistribution Date. Prior thereto, Mr.
Moody served as Senior Vice President, OperatimndepsiCo Restaurants International, a positmassumed in 1996. Previously, he was
Vice President, Operations for PepsiCo Restautatdgsnational. Mr. Moody joined Pizza Hut in 19&Ad held various management
positions prior to those mentioned above.

Michael S. Rawlings, age 42, will be elected Pressicand 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 43, will be elected Presidet 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 theifmgg of 1996, following 18 months .
a Senior Vice President of Marketing for K-USA. He



joined PepsiCo in 1990 as Managing Director for &iesEurope, and subsequently spent two years giofe Marketing Director for KF(
for the South Pacific and South Africa.

Sandra S. Wijnberg, age 41, has been elected Terasfur RICON. Prior thereto, she served as Seviioe President of Finance and Chief
Financial Officer of KFC, a position she held siri@96. Ms. Wijnberg joined PepsiCo in 1994, andeétas Vice President, Corporate
Finance and Assistant Treasurer until joining KB8e was previously a Principal, Investment Bankigsion, of Morgan Stanley & Co.,
and, prior to that, was an Associate, Corporatarr, at Shearson Lehman Brothers.

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 Servicessitiggtohe assumed in 1996. Mr. Davin joined PepsiCt991 as Director, Mergers and
Acquisitions. He served as a Zone Vice Presidefiiab 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 Oping Officer, Pizza Hut U.S.A., prior to the Dibuition 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 Semmaector of Franchising and Vice President of fResant Support Services, becoming
Division Vice President, Operations in 1993, andiSeVice President, New Concepts, in 1995.

Charles E. Rawley, age 47, is Chief Operating @ffiKFC U.S.A., and will continue to hold that gasi at the Distribution Date. Mr.
Rawley joined KFC in 1985 as a Director of OpenagioHe served as Vice President of Operationd®BSobuthwest, 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 fiveed executive officers of TRICON and by all direstand executive officers as a group.
The projections are based upon the number of slefuRrspsiCo Capital Stock held by the individuaid ¢he group at August 15, 1997, and
do not include any options granted under Pepsi@osplEffective on the Distribution Date, certaierextive officers of TRICON will have
certain PepsiCo stock options converted into ogtionacquire TRICON Common Stock. See "PepsiCokSdgtion and Performance Share
Conversion." In addition, certain executive offe@f TRICON will be granted options to acquire TRIE Common Stock on or about the
Distribution Date. These converted options and geamts are not reflected in this table. None offttlewing persons will hold in excess of
1% of TRICON Common Stock.

Beneficial Owner Projected Number
of Shares
Andrall E. Pearson.........ccccoccveeeriiinneenn. .. 15,403

David C. NovaK........cccvveeveieereeeeniniinns . 246

R. Ronald Daniel...........ccccoevevivvvennnnnns .

James DimoN.........ccoeeeeeeeieiieiiiiiiiiieens

Massimo Ferragamo..........ccccceeeviiieeeeiiinnes 0

Robert Holland, Jr. .....cccccccvveveeeiiiniin, . -0-

Sidney Kohl.......cooooviiiiiiiiiiceeeee . -0-
-0-
4

[y
oo
T

Kenneth G. Langone...........cccocuveeeeniiennn.

Jackie Trujillo.........ccoeeeriiiieeinniienen. 80(1)
Robert J. Ulrich........ccocciiiiiiin. . 0-
Jeanette S. Wagner......cccccceeeeeeeeiiiiiinnnnns . -0-
John L. Weinberg...... . .. 12,100
Peter A. Bassi... . 3
Peter C. Waller......... . -0-
Sandra S. Wijnberg.....cccoceveeeeviveiiciciceee L -0-

All Directors and Executive Officers as a Group fE8sons) 28,662

(1) Ms. Trujillo shares voting and investment powsth respect to 4,800 shares of PepsiCo CapitakSwith other members of the Board of
Trustees of Harman Cafes Employee Profit Sharingsl



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 433,650
Vice Chairman of the
Board and President

Peter A. Bassi 1996 316,150
President, International

Restaurants

Peter C. Waller 1996 230,860

President and Chief
Concept Officer, Taco
Bell U.S.A.

Sandra S. Wijnberg 1996 224,660
Treasurer

EXECUTIVE COMPENSATION

ensation Table
Long-Term Compensatio
| Compensation

Awards Payouts

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

us (%) %) ) Payouts ($
515,200 9,068 888,861 0
297,210 8,840 114,130 0
114,180 7,384 111,125 0

132,190 109,677(3) 64,126 0

All Other
an Compensation

) ¥

(1) The principal position set forth for each nameeédcutive 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@alsoves and Rawlings were not
previously employed by TRICON or its subsidiariseq "Management of TRICON - Executive Officers"tfargraphies of named executive
officers). Mr. Pearson served as a Director of Repi 1994, 1995 and 1996, and received an ametaher of $70,000 and an annual stock
grant with a value of $30,000 on the grant date9®4 and 1995. In 1996, Mr. Pearson received anamatainer of $70,000 until his

retirement in April 1996.

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

Option and Performance Share Conversion."

(3) Included in this amount is $26,776 in countiybcexpense



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

Name

Number of % of Tot
Securities ~ Options
Under- Granted
lying Employees
Options Fisca
Granted (#) Year

al

to Exercise

in or Base

| Price Expiration
($/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 3,521,813 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
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
Sandra S. Wijnberg 9,844(4) 0.019 35.56250 1/25/06 206,419 515,677
2,744(5) 0.005 35.56250 1/27/04 43,117 101,861
634(3) 0.001 35.50  6/30/06 14,155 35,870
50,904(4) 0.100 29.46875 1/25/06 943,391 2,390,737

(1) See "PepsiCo Stock Option and Performance SBameersion” for a discussion of the treatmenteke 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 exasldone year after the grant date, July 1, 1996 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
Peter C. Waller 0 0 41,526 169,747 493,177 736,550
Sandra S. Wijnberg 0 0 19,144 118,822 247,423 714,574

(1) See "PepsiCo Stock Option and Performance SBamgersion” 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 @t&@mnber 27, 1996, the last trading day prior tosFps fiscal year-end, was $29.625.
Pension Plan Table

Many of TRICON's salaried employees have beengipatnts in PepsiCo's Salaried Employees Retirefkam 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 Erptadn Plan on terms substantially similar to tbemparable 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 earningsdoh additional year of credited service over tearyeless .43% of final average earnings
not to exceed Social Security covered compensatigltiplied by years of service (not to exceed 3arge

Under the TRICON plans, when an executive retitdeenormal retirement age (65), the approximateual benefits payable after Januar
1997 for the following pay classifications and yeaf 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
42 for each of the named executive officers. Theryef credited service as of January 1, 1997heifallowing named executive officers are:
David C. Novak, 10 years; Peter A. Bassi, 24 ydaeser C. Waller, 6 years; and Sandra S. Wijniizsgars.

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 $9@0,80d annual incentive compensal
awards to be determined by the TRICON Board of @mes. However, the bonus for 1997 (payable in 1988 be $450,000. TRICON will
also pay Mr. Pearson, by year-end 1997, a onedtioneis of $850,000. In addition, TRICON will mak&5000,000 retirement payment to
Mr. Pearson at the end of his employment term.ocsmsas practicable after the Distribution Date, Riarson will be granted options to
purchase 1,050,000 shares of TRICON Common Stduk.ekercise price of these options will be basetherclosing price of TRICON
Common Stock for the fifth through the twentietading days after the Distribution. One third of tptions will vest on each of July 1, 1998,
July 1, 1999 and July 1, 2000. They will be exexble for a period of ten years from the grant date.

NEW STOCK-BASED AND INCENTIVE PLANS OF TRICON

TRICON Long-Term Incentive Plan

Generally. The TRICON Long-Term Incentive Plan (ti®ICON LTIP") is expected to be approved priotthe 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 unitgntive stock options, stock
appreciation rights and restricted stock grant& fBhim of the TRICON LTIP is expected to be tenryea

Administration. The TRICON LTIP is expected to vbsvad powers in the Compensation Committee (tlwri@nsation 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, sir®l term of awards, to determine the time wherrdswaill be granted and any conditions
for receiving awards, to establish objectives amuditions for earning awards, to determine whe



such conditions have been met and whether paynfiem award will be made at the end of an awardodeor at the time of exercise, or
deferred, to determine whether payment of an awhodld be reduced or eliminated, and to determimeter such awards should be
intended to qualify, regardless of their amountjeductible for U.S. Federal income tax purposés. TRICON LTIP is also expected to
generally vest broad powers in the Compensationrfittee to amend and terminate 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 tordaute to the success of TRICON.

TRICON Executive Incentive Compensation Plan

Generally. TRICON's Executive Incentive Compensaitan (the "TRICON Incentive Plan") is expectedéoapproved 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 annudd 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 Committpeigers are expected to include authority, withi@ limitations set forth in the
TRICON Incentive Plan, to select the persons tgriaated awards, to determine the time when awaiitibevgranted, to determine and
certify whether objectives and conditions for eaghawards have been met, to determine whether p#yohan award will be made at the ¢
of an award period or deferred, and to determinetidr an award or payment of an award should hecegtlor 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 grdntinnual incentive awards under the TRICON IrnicerRRlan.

Successor Plans

On or prior to the Distribution Date, the Compantends to adopt plans with terms substantially lsintd the PepsiCo Stock Option Incen
Plan (the "PepsiCo SOIP") and the PepsiCo SharePstwek Option Plan ("PepsiCo SharePower") forgheose of continuing TRICON
stock options which were converted from optionsiwggd under such PepsiCo plans. See "PepsiCo StoiérCand Performance Share
Conversion." It has not yet been determined whethgmew 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 und



PepsiCo Long-Term Incentive Plan ("PepsiCo LTIPIl) be considered to have been awarded under tHEDR LTIP described above.
PEPSICO STOCK OPTION AND PERFORMANCE SHARE CONVERSION

Effective on the Distribution Date, holders of datsling options to purchase PepsiCo Capital Stadkwlders of unvested PepsiCo PSUs
will have their interests adjusted as describedweThe Compensation Committee of PepsiCo's BobRirectors has approved formulas to
adjust the exercise price and award size of Pepsi@k options and PSUs pursuant to the terms andspons of each such grant and the
relevant plan. TRICON employees who hold PepsiCardwa/will receive either an award of TRICON stogkians or PSUs or an adjusted
PepsiCo award, in accordance with the formulasrdest below. The adjustment formulas are intendethaintain the value of the
outstanding PepsiCo stock options at the time pfstichent.

Stock Options. Employees of TRICON who receivedsifep stock options in connection with the 1996 tgamd any 1997 grants under the
PepsiCo LTIP and the PepsiCo SOIP, and employe€RIEON who received PepsiCo stock options und@sin SharePower which have
not become exercisable prior to the DistributioniedDahall have such PepsiCo stock options entaehywerted into TRICON stock options.
For these converted options, the exercise prieaoh such TRICON stock option shall equal the ésenarice of the corresponding PepsiCo
stock option prior to the Distribution, multipliéry a factor (the "TRICON Stock Conversion Ratio'here the numerator is the composite
volume weighted average price of the TRICON Comi&tuck for the trading days during a pricing periode determined at a future date
(the "Per Share TRICON Stock Price") and the denaior is the composite volume weighted averagemidepsiCo Capital Stock trading
with TRICON for the trading days during the pricipgriod (the "Per Share P8plit PepsiCo Stock Price"). The number of shaféeRICON
Common Stock subject to each such TRICON stocloopthall equal the number of shares subject tadh@sponding PepsiCo stock option
prior to the Distribution divided by the TRICON $toConversion Ratio. All other terms of such TRIC®t&ck options shall be the same as
the terms of the PepsiCo stock options from whidytwere converted.

Employees of TRICON who received PepsiCo stockomgtin connection with grants made prior to 199@aurthe PepsiCo LTIP and the
PepsiCo SOIP, and employees of TRICON who receRegusiCo stock options under PepsiCo SharePowehvhlaice 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 sudabnof@ach, an "Adjusted PepsiCo Stock Option"). €kercise price of each Adjusted
PepsiCo Stock Option shall be determined by muitigl the PepsiCo stock option exercise price gndhe Distribution by a factor (the
"PepsiCo Stock Conversion Ratio") where the nunoeiiatthe composite volume weighted average prideepsiCo Capital Stock trading
without TRICON for the trading days during the jmig 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 eachsteljl PepsiCo Stock Option shall
equal the number of shares subject to such PesaChk option prior to the Distribution divided byetPepsiCo Stock Conversion Ratio. All
other



terms of the Adjusted PepsiCo Stock Options steathle same as the terms of the pre-adjustment@®egsick options.

Employees of PepsiCo who will continue to be emetbly 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 goodsstaiurant businesses and regardless of whettieloptions were granted under the
PepsiCo LTIP, the PepsiCo SOIP, PepsiCo SharePavweherwise, shall retain such options to purchiEeesiCo Capital Stock, subject to
the adjustments to the exercise price and numbehnares subject to each such option describeciprévious paragraph. All other terms of
such Adjusted PepsiCo Stock Options shall be theesass the terms of the pre-adjustment PepsiCo sigtbns.

Performance Share Units. Performance share unésdad in 1994 will remain unchanged for employdeBRICON and post-split PepsiCo.
These awards will continue to earn out againsptieeestablished earnings per share target ("EPS") enexgpected 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 fop#r®d between the Distribution Date and year4artie EPS calculation.

Performance share units awarded in 1996 will hbee target EPS adjusted, but vesting, the measneperiod and the payout date of such
awards will remain unchanged for employees of TRNC&Nd post-split PepsiCo. For TRICON employees,HRECON Board of Directors is
expected to determine the appropriate four yearutaime EPS target for such awards based on TRIG®Ukiness plans. For employees of
post-split PepsiCo, the current four year EPS tangiebe adjusted to reflect the exclusion of tiestaurant businesses while maintaining the
original annual growth rate amounts.

DESCRIPTION OF TRICON CAPITAL STOCK

Under TRICON's Restated Articles of Incorporatitre("TRICON Articles"), which have been filed asehibit to the Registration
Statement of which this Information Statement foammart, TRICON's authorized Capital Stock conséts,000,000,000 shares, without par
value, of which 750,000,000 shall be Common Stawk 260,000,000 shall be preferred stock ("Prefegtetk"). Based on 1.53 billion
shares of PepsiCo Capital Stock outstanding aglpfll, 1997, estimates of the number of shardzepiiCo Capital Stock which will be

(i) repurchased by PepsiCo prior to the Distributidate and (ii) issued upon the exercise of optmiar to the Distribution Date, and a
distribution ratio of one share of TRICON Commondkt for every ten shares of PepsiCo Capital Stibék ,expected that approximately 152
million shares of TRICON Common Stock will be dilstrted to holders of PepsiCo Capital Stock. No &refd Stock will be distributed to
PepsiCo shareholders in connection with the Digtidin.



TRICON Common Stock

The holders of TRICON Common Stock will be entittecbne vote for each share on all matters votellyoshareholders, including the
election of directors. Except as provided with extgo 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 be declared from time to tiygnthe TRICON Board from funds available theretord upon liquidation will be entitle
to receive, pro rata, all the net assets of TRIGDAIlable for distribution to such holders. Alltbe shares of TRICON Common Stock
distributed by PepsiCo will be fully paid and nosessable. The holders of TRICON Common Stock vaehno preemptive right to
subscribe for or purchase any securities of ang kinclass of TRICON.

TRICON Preferred Stock

Under the TRICON Articles, the Company's Board @kbtors is empowered, subject to limitations prigsxl 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 credit agreement and legtlations 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, (800)
226-0083.

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®gsettled if and when the actual security isddsand the NYSE directs that the transactions
are to be settle



There can be no assurance as to the prices at WdachRICON 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 thatlddoe expected for a fully distributed
issue. Prices for the TRICON Common Stock will letedmined in the marketplace and may be influefigeshany factors, including (i) the
depth and liquidity of the market for TRICON Comm®tock,

(i) developments affecting TRICON's business) (fivestor perception of TRICON, and (iv) generabreomic and market conditions. As of
August 15, 1997, there were 222,345 record holdePepsiCo Capital Stock, which approximates thmimer of prospective record holder
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 cohtare 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 stateinuemaer 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 secanditie North Carolina Shareholder Protection Acticlvlestablishes minimum safeguards
for a company's public shareholders in the eveotrenm 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 intercorperatansactions prior to the consummation of sudin@ss 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 "Provisignprovides that to the full extent from time to émermitted by law, no Director shall be
personally liable in any action for monetary dansafge breach of any duty as a Director, whethehsation is brought by or in the right of
the Company or otherwise. Neither the amendmentepwal of the Provision, nor adoption of any psai of the TRICON Articles which |



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, pricguich amendment, repeal or adoption.

While the TRICON Atrticles provide Directors withgiection from awards for monetary damages for breaof their duty of care, they do
not eliminate such duty. Accordingly, the TRICONtigles will have no effect on the availability af@table remedies such as an injunction
or recission based on a Director's breach of hiseeoduty of care.

The TRICON Articles provide that the Company shiallthe fullest extent from time to time permitteglaw, 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 a@rctor 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 balgaasonable 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 permittethtw 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, repeaddoption.

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, 19¢



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 filgorts, proxy statements and other information whth Securities and Exchange Commis:
(the "Commission"). Copies of the Form 10, inclglthe exhibits thereto, and the reports, proxyestents and other information filed by
TRICON with the Commission can then be inspectetlapied at the public reference facilities of @@mmission, 450 Fifth Street N.W.,
Room 1024, Washington D.C. 20549 and at the Comom'ssRegional Offices: 7 World Trade Center, 1fBtbr, New York, NY 10048 and
500 West Madison Street, Suite 1400, Chicago, 630 Copies of such material can be obtained acpieed rates from the Public
Reference Section of the Commission, 450 FifthestheW, Room 1024, Washington D.C. 20549. Copieg aiso be obtained from the
Commission's Web Site (http://www.sec.gov). Follegvihe listing of TRICON Common Stock on the NYSIRICON will be required to
file with that exchange copies of such reportsxprstatements and other information which thenlmamspected at the offices 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, Decenmbel @5 and December 31, 1994

For purposes of this Management's Discussion aradyais, TRICON includes the worldwide operation&Ké&iC, Pizza Hut and Taco Bell (i
core businesses)and the non-core U.S. businesisefohdisposal: CPK, Chevys, D'Angelo, ESM and HNN

The following Management's Discussion and Analghisuld be read in conjunction with the audited Ciorath Financial Statements on pa
F-2 - F-24 and the Cautionary Statements on pagél@audited Combined Financial Statements indud®ein may not necessarily be
indicative of the results of operations, finangiakition 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.

This Management's Discussion and Analysis is ptesen five sections. The first section discussB$CION's ownership strategy and
portfolio management (pages 52-53). The secondibseahalyzes the combined results of operationspaoddes a perspective on operations
outside of the United States (pages 53-59). Thd #nd fourth sections address TRICON's combinsH laws (pages 59-61) and financial
condition (page 61), respectively. The final setBammarizes TRICON's use of derivatives (page 62).

Ownership Strategy and Portfolio Management

TRICON continues to execute the initiatives statteo years ago to reduce its percentage ownershigal system units by selling
Compan-operated restaurants



existing and new franchisees and closing underpaifi units. Although these initiatives reduce mnepd revenues, the refranchising
initiative is intended to improve returns by elimiimg the capital investment in units while genagafranchise fees. In addition, margins and
cash flows benefit from the one-time impact of aefrhising gains and the ongoing impact of closindeuperforming Company-operated
units. As a result of these initiatives, couplethwiet new points of distribution by TRICON's fraimees and licensees, TRICON's overall
ownership percentage (including joint venture yrofsits core businesses' total system units dedliny 2 percentage points to 48% at year-
end 1995 and 4 percentage points to 44% at yeal-29@| both driven by declines in the U.S. TRIC@f/anchised 264 and 640 Company-
operated units in 1995 and 1996, respectively.|Bystem units grew 6% and 4% in 1995 and 199@ems/ely, driven by net new points of
distribution by TRICON's franchisees and licenséggiear- end 1995 and 1996 TRICON had 293 and@@®&pany-operated non-core U.S.
restaurants, respectively.

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

Revenues declined $18 million in 1996. Company+ateel restaurants revenues decreased $75 milliafoomhe decrease was driven by
volume declines, partially due to lapping the srenlume increases in the second quarter of 198&use of the successful introduction of
Stuffed Crust Pizza in the U.S., and the unfavarabbpact of fewer net Company-operated units. Thieséines were partially offset by
higher effective net pricing and the consolidaidrCPK at the end of the second quarter of 1996 Kézte 16 on page F-20). The $57 million
or 13% increase in franchise and license fees pilynaflected new franchise and license units #relcontinuing franchise fees from
refranchised restaurants.

In 1996, same store sales for Company-operated ingiteased 6% at KFC U.S. due primarily to theaotf new products such as Tender
Roast Chicken, Colonel's Crispy Strips and Chunkicken Pot Pies. Same store sales for Company-gokuaits decreased 4% and 2% at
Pizza Hut U.S. and Taco Bell U.S., respectivelflenting fewer customer transaction counts.

Revenues increased $685 million or 7% in 1995. fifyethird week in 1994 (see Note 3 on page F-fejuced the 1995 revenue growth rate
by approximately 2 percentage points.Company-opdnastaurants revenues grew $643 million or 7%.growth reflected net additional
Company-operated units and higher effective neingi partially offset by a decline in volume. Fchise and license fees increased $42
million or 11%, primarily driven by the net new pts of distribution by TRICON's franchisees anetisees.

In 1995, same store sales for Company-operated ungiteased 4% and 7% at Pizza Hut U.S. and KFC t&§pectively, driven by new
product offerings. Same store sales for Companyadpeé units declined 4% at Taco Bell U.S. due teefecustomer transaction counts. Same
store sales growth has been adjusted to excludenghect of the fift--third week in 1994 (see Note 3 on pa¢-11).



Company-Operated Restaurant Margins and Profit

(% in millions) 1996 1995 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 $1,074 $1,012

In 1996, Companyperated restaurant margins declined .4 percepwigés. The decline primarily reflected an increaseperating costs as
percent of revenues due to lower revenues causdddrgased customer transaction counts in Pizz&JHutand Taco Bell U.S. (i.e.,
"deleveraging"). The margin decline was moderatethb fact that higher effective net pricing exaagéhcreases in the costs of labor, food
(led by cheese) and occupancy and other operatipgnses. The increased labor costs reflected isesda wage rates and benefits as well as
increased staffing due to TRICON's customer semig@ovement initiatives. Increased occupancy aheroperating expenses included
higher refurbishment expenses at Pizza Hut U.S.

Company-operated restaurant margins declined deptrge point in 1995. The deleveraging effecedficed revenues at Taco Bell U.S. due
to decreased customer transaction counts couplbdveireased occupancy and other operating expenwses substantially offset by reduced
food costs (led by beef), labor efficiencies raaglfrom reduced restaurant management staffinghégtter effective net pricing.

General, administrative and other expenses ("G&A&hprises general and administrative expensesr, mtb@me and expense and equity
income or loss from investments in unconsolidatétiaaes. The $75 million or 9% growth in G&A in9B6 reflected increased spending, led
by multiple U.S. initiatives to improve customensgee and to support international growth. Custosewice initiatives included expanding
the number and training of personnel supervisiegéstaurant managers, as well as project speadimigst market-related programs. These
increased expenses were offset by equity incom®96 compared to losses in 1995, due in part talisence of CPK's losses as a result of
its consolidation in 1996 (see Note 16 on page FF4B0L995, G&A grew $42 million or 5% primarily ftecting a $17 million charge in 1995
to move Pizza Hut's headquarters from Wichita tbd3aspending to support U.S. field operations iaternational development. Included in
G&A is an allocated amount reflecting TRICON's ghaf overhead costs related to PepsiCo's sharethiasthative expenses of $53 million,
$52 million and $50 million in 1996, 1995 and 198&pectively. The amounts allocated to TRICON wirged on the ratio of TRICON's
revenues to PepsiCo's revenues. They are not @eitggsdicative of the expenses that TRICON woldye incurred for these services had it
been a separate, independent comp



Net facility actions

(% in millions) 1996 1995 1994
Refranchising gains* $(139) $(93) $-
Store closure costs 40 38 10
SFAS 121 impairment

charges 62 457

Net (gains)/losses from
facility actions  $(37) $402 $10
After-tax $(21) $295 $6

* Included initial franchise fees of $22 and $8L@06 and 1995, respectively.

Net gains and losses from facility actions resuitrf TRICON executing its initiatives to refranchiggits and close underperforming un

and its impairment evaluations for restaurantsstaised in the business under SFAS 121. TRICON eddpted SFAS 121 as of the
beginning of the fourth quarter of 1995. The injtreoncash charge of $457 million in 1995, $120ioml of which related to the non- core
U.S. businesses, resulted from TRICON evaluatirmhraeasuring impairment of restaurants to be us#ukitusiness at the individual
restaurant level. Previously, impairment was eveldiand measured if a restaurant concept was inguperating losses and was expecte
incur operating losses in the future. Because @&thong operating profit history or prospectsdach concept, no impairment evaluation had
been required in 1994. The recurring SFAS 121 immpamt charge in 1996 resulted from the semi-animp&irment evaluations of each
restaurant to be used in the business that eitit&lly met TRICON's "two-year history of operagifosses" impairment indicator or was
previously evaluated for impairment and, due tonges in circumstances, a current forecast of futash flows would be expected to be
significantly lower than the forecast used in thiempevaluation.

Unusual disposal charges of $246 million ($189iorillafter-tax) in 1996 were associated with a fowgparter decision to dispose of
TRICON's remaining non-core U.S. businesses, CRt€vEs, D'Angelo and ESM, and a first quarter deciso dispose of the operating
assets of HNN. These charges were on top of the 8fition of impairment charges incurred for thésesinesses in 1995.

The additional impairment charges recognized ir6li@lect both a different assessment of the fupwospects of the businesses compared tc
1995 and the different requirements under SFASf@2determining impairment for assets to be so@P@Lbasis) compared to assets to be
held and used in the business (1995 basis). Fasset to be disposed of, SFAS 121 requires the¢ lassecorded at the lower of its carrying
amount or fair market value, i.e., the amount edtparty would be willing to pay, less costs td.debr an asset to be held and used, an asset
can not be impaired when the related estimated maimindiscounted future cash flows, before intemes income taxes, are equal to or
greater than the carrying amount of the asset., Tduasset to be held and used cannot be impaiegdteough its estimated future cash flc
may not provide a normal return on TRICON's invesitr



Reported operating profit increased $120 millior1@96. Ongoing operating profit, which was adjugtedxclude the unusual disposal
charges in 1996 and the initial impact of adop®fAS 121 in 1995 (see Note 3 on page F- 11), deede®91 million or 13%. The decline
reflected the increased G&A expenses and reduadd fsrom Company- operated restaurants, partiaffget by increased profit 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 Fgtéyv $127 million or 22%. The fifty- third week 1994 (see Note 3 on page F-11)
reduced the ongoing operating profit growth ratapgroximately 5 percentage points. The increasedua to net refranchising gains in
1995, compared to store closure costs in 1994 ehigiofits from Company-operated restaurants aagased franchise and license fees.
These improvements were partially offset by inceelaS&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 througbp&sating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes anatltan of PepsiCo's interest expense (PepsiCoghiesl average interest rate applied to
the average balance of investments by and advdmresepsiCo to TRICON) and interest expense oextsrnal debt. TRICON's external
debt is primarily limited to capital lease obligais associated with real estate and, to a mucérleggent, assumed debt of acquired
businesses and international third-party debt. TRIGs expected to have a capital structure diffefiemm the capital structure in the
Combined Financial Statements (see Pro Forma Ceedebombined Balance Sheet on page F-32) and anglyrdnterest expense is not
necessarily indicative of the interest expense TRICON would have incurred as a separate, indegr@rncbmpany or will incur in future
periods.

Interest expense, net declined 15% in 1996 primeeilecting a lower average balance of net investi: by and advances from PepsiCo,
coupled with PepsiCo having a lower weighted aveliaterest rate. Interest expense, net in 199%asad 4%, reflecting an increase in
PepsiCo's weighted average interest rate, coupkbdashigher average balance of investments byaaivdnces from PepsiC



Income Taxes
($ 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%

* 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).

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 péréentage points to 57.2% while the 1995 ongoffegtve tax rate declined 4.8
percentage points to 45.8%. The effective tax a#ttébutable to foreign operations varied from y@myear but in each year was higher than
the U.S. Federal statutory tax rate. This was ilgndue to foreign tax rate differentials, inclagi foreign withholding tax paid without
benefit of the related foreign tax credit for Uilgcome tax purposes, and losses of foreign opersfior which no tax benefit could be
currently recognized.

The increase in the 1996 ongoing effective tax rali@ed to an increase in tax effects attributédl®reign operations, due in part to
adjustments related to prior tax years, and thebéshment of a valuation allowance due to a chamgedgment as to the expected realiza
of certain foreign deferred tax assets resultiogfia larger than expected net operating loss dd®®$ and forecasted continuing operating
losses for the next several years in a foreigrsgliction.

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 TRICONM fileparate income tax returns. As PepsiCo mantegyisciposition on a consolidated
basis, which takes int



account the results of all of its businesses, TRIG®ffective tax rate in the future could varyrfrits historical effective tax rates. TRICOI
future effective tax rate will largely depend om structure and tax strategies as a separate,@ndept company.

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

% Gr owth Rates
($in millions) 1996 1995 1994 1996 1995
Reported $(53) $(132) $119 (60 ) NM
Ongoing* $136 $192 $119 (29 ) 61

NM - Not Meaningful

* Adjusted to exclude the unusual disposal changd®996 and the initial impact of adopting SFAS 121995 (see Note 3 on page F-11).

International Operations

% G rowth 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 exclumeinitial impact of adopting SFAS 121
in 1995 (see Note 3 on page F-11).

In 1996, TRICON's international business represkatsut 20% of its revenues and its ongoing opegairofits. As currency exchange rates
change, translation of the income statements ofCTI's international operations into U.S. dollaraldaaffect year-over-year comparability
of operating results. To the extent that transtaéfiects are material, they are discussed herein.

International Operations Review
1996 vs. 1995

Revenues increased $221 million driven by the fablerimpact of net additional Company-operatedsyhigher effective net pricing and
increased volume:



Reported operating profit increased $170 milliong@ing operating profit increased $33 million reflag increased franchise and license
due to new unit activity, net additional Companyeed 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 growth.

Net Facil ity Actions
($ in millions) 1996 1995
Refranchising gains $(5) $(4)
Store closure costs 5) 12
Recurring SFAS 121
impairment charges 8
Net (gains)/losses from facility actions $(2) $8

1995 vs. 1994

Revenues increased $293 million or 16%. The fifiiyet week in 1994 (see Note 3 on page F-11) redtteed 995 revenue growth rate by
approximately 2 percentage points. The revenuease primarily reflected additional Company-opetateits.

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 growte tay approximately 7 percentage points. The irswdangoing operating
profit reflected additional Company-operated unitsreased franchise and license fees primarilgnfn@t new units and a net favorable
currency translation impact. These gains were glribffset by increased administrative expensas&Bmillion of net facility losses in 19¢
A reduction in volume was substantially offset igher prices, which exceeded increased costs.

Combined Cash Flows

TRICON's capital investments and acquisitions Hasen financed by cash flow from operations, refnéging of restaurants, or investments
by and advances from PepsiCo. Under PepsiCo'satizett cash management system, PepsiCo depo3IRI@ON's bank accounts sufficie
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 Combined BalaheetS

The debt levels prior to the Distribution are naticative of the debt levels of TRICON as a sepaiiadependent entity. As an independent
company, TRICON expects to obtain initial debt fumgdof approximately $4.5 billion through a $2 lmh senior, unsecured five-year term
loan facility and $2.5 billion under a senior, unsed five- year $3.5 billion revolving credit fii. A portion of the latter facility will be
available in the form of letters of credit. Intdrestes are expected to be based on LIBOR. Thétiesiare expected to have a quarterly
facility fee as well as a semi-annual administefiee. TRICON expects to use substantially alhefinitial debt proceeds to settle certain
amounts due to PepsiCo from TRICON and to declak



pay a dividend to PepsiCo just prior to the Disttibn. Management believes that cash flows fromefsanchising initiatives and from its
operating activities in excess of capital spendifigbe sufficient to fund its debt payments antufe growth.

Combined cash flow activity in 1996 reflected célstvs 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 streents by and advances from PepsiCo
by $285 million and third-party debt by $137 miilio

Net cash provided by operating activities decre&dé million or 12% to $713 million in 1996. Theatease was due to reduced ince
before noncash charges and credits of $76 millfmhlawer working capital cash inflows of $24 mitioThe decline in working capital cash
inflows was primarily due to an unfavorable swingricome taxes payable partially offset by fastemgh in accounts payable and other
current liabilities and a favorable swing in invemés. The change in accounts payable and othegrduiabilities 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 growth égeaunts 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#iillion or 53% to $597 million in 199:
The 1996 decline was principally due to increasedgeds from refranchising of restaurants, coupli#d 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 affiliatesctviare classified in other, net.

The decreased capital spending of $81 million i86L&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 dgiayments in 1996 compared to proce
in 1995 and a greater decline in investments byaatvéinces 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 that investors may want to a®rsas an indication of cash available for
debt repayment and to fund additional investmédfrse cash flow is not a measure defined by geyemattepted accounting principles. This
measure is provided as a supplement, and not aléeainative to cash flows from operating, investamgl financing activities as defined by
generally accepted accounting principles.

(% in millions) 1996 1995 1994
Net cash provided by
operating activities $713 $813 $ 894
Investing activities
Capital spending (620) (701) ( 1,038)
Refranchising of
restaurants 355 165
Sales of property,
plant & equipment 45 43 21
Other, net (29) (38) (134)
$464 $282 $ (257)

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

Combined Financial Condition

Assets at year-end 1996 decreased $388 milliodota6$6.5 billion. The decline reflected the impaftthe unusual disposal charges of $246
million (see Note 3 on page F-11). The increager@paid expenses, deferred income taxes and aihrent assets principally reflected a
reclassification of the reduced carrying amounti¢iwhieflects estimated fair market value) of the4ore U.S. restaurant assets which are
held for disposal and a related increase in cudeferred income tax assets.

TRICON's negative operating working capital positiavhich reflects the cash sales nature of TRIC@N&rations, effectively provides
additional capital for investment. Operating workitapital, 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 o thon-core U.S. restaurant assets held for disposdher current assets and the increase in
current deferred income taxes.

See the Pro Forma Condensed Combined Balance &hpage -32, which gives effect to TRICON's anticipated talpstructure



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 currefittyited to commodity futures contracts traded ational exchanges, which are entered
into with the objective of reducing food costs. Wtsuch hedging activity has historically been tedi hedging activity could increase in the
future if TRICON believes it would result in lowtstal costs. Open contracts and deferred gaindcmsés at year-end 1996 and 1995, as well
as gains and losses recognized as part of coataxf ;1 1996, 1995 and 1994, were not significant.

Management's Discussion and Analysis for the 122a&nd/eeks Ended June 14, 1997 and June 15, 1996

The following Management's Discussion and Analghisuld be read in conjunction with the unauditedidamsed Combined Financial
Statements on pages F-25 - F-29 and the Cauti@tatgments on page 69. For purposes of this Manamgignbiscussion and Analysis,
TRICON includes the worldwide operations of KFCz#i Hut and Taco Bell, its core businesses. Intaddithe U.S. information includes
TRICON's non-core businesses consisting of Chew88/, and HNN through their respective dates of aksh and CPK and D'Angelo,
which are held for disposal.

Ownership Initiatives

As a result of TRICON's initiative to refranchiseits and close underperforming units, coupled wihnew points of distribution by
TRICON's franchisees and licensees, TRICON's ovevalership percentage (including joint venturetsnof its core businesses' total sys
units since year-end 1996 declined 2% to 42% at ddn 1997, driven by declines in the U.S. TRIC@Manchised 261 and 355 Company-
operated units in the quarter and year-to-datpes/ely. Total system units declined less thdhadaercentage point from the end of 1996.
At June 14, 1997 and December 28, 1996 TRICON IB&dhd 296 Company-operated non-core U.S. restayraspectively.

Results of Operations

Revenues decreased $29 million in the quarter &dhdllion year-to-date, or 1% for both periods.n@zany- operated restaurants revenue
decreased $57 million or 3% in the quarter and $hdon or 2% year-to-date. The declines primarigflected fewer net Company-operated
units as a result of TRICON's initiatives to reditseownership of the restaurant system. In addljtibe decrease in sales was the result of
transaction declines primarily due to lapping ahHigvel of transactions in 1996 because of theesgfal introduction of Triple Decker Pizza.
These declines were partially offset by higheraffe net pricing and increased revenue from TRIGOMN-core U.S. businesses of $14
million and $50 million for the quarter and yeareate, respectively. The non-core increase wasayifyra result of the consolidation of CPK
at the end of the second quarter of 1996. The $fldmor 25% increase in the quarter and $40 willor 19% increase year-to-date in
franchise and license fi



revenues included $19 million of initial fees undespecial KFC franchise renewal program, whicth eahtinue into the third quarter.
Including the initial franchise renewal fees expédo be received in the third quarter, 96% of KH@inchisees are expected to renew their
franchise agreements during 1997, covering the 2@xtears. In addition, TRICON continues to berfedin net new points of distribution by
TRICON's franchisees and licensees and the congifuanchise fees from refranchised restaurants.

TRICON measures same store sales for U.S. Compgreyated units. Same store sales at Pizza Hutaksd &% for the quarter and 7%
yea-to-date reflecting fewer customer transaction ¢e@amd in the quarter, reduced pricing. At Tacd,Bame store sales increased 2% for
the quarter and 3% year-to-date reflecting mixtsthifto higher-priced products such as Border $&embos, Grilled Steak Tacos and Fajita
Wraps and higher pricing taken in late 1996. Tharyte-date same store sales growth benefited fhenvéry successful first quarter Star
Wars promotion. Same store sales at KFC increa%efbBthe quarter and 4% year-to-date due to adnighierage guest check, reflecting
both pricing and new products, as well as increasstbmer transactions.

Company-Operated Restaurant Margins and Profit

12 Weeks Ended 24 Wee ks Ended
(% in millions) 6/14/97 6/15/96 6/14/97 6/15/96
Revenues from Company-
operated restaurants 100.0% 100.0%  100.0 % 100.0%
Food and paper 325% 32.6% 32.4 % 32.7%
Payroll and employee
benefit 28.1% 28.3% 28.9 % 28.7%
Occupancy and other
operating expenses  26.8% 27.3% 26.8 % 27.6%
Margins 12.6% 11.8% 11.9 % 11.0%
Profit $ 280 $ 268 $ 514 $ 487

Company-operated restaurant margins increased alinpErcentage point in the quarter and year-te-gamarily due to higher effective
pricing in excess of cost increases and the favemdifects of net facility actions. These margipmovements were partially offset by an
increase in operating costs as a percent of regethue to the effects of decreased customer traosamunts at Pizza Hut U.S. and Taco Bell
U.S. The effects of the increase in the minimumevagre partially offset by favorable recurring actal adjustments to prior years' casualty
claim liabilities.

General, administrative and other expenses gremihdn in the quarter and $8 million year-to-date,2% for both periods. G&A comprises
general and administrative expenses, other incardeegpense and equity income or loss from investsnarunconsolidated affiliates.
Included in G&A is an allocated amount reflectinglCON's share of overhead costs related to Pegsgbared administrative expenses (see
below). The amounts allocated to TRICON were basethe ratio of TRICON's revenues to PepsiCo'simegs. They are not necessarily
indicative of the



expenses that TRICON would have incurred had ihlzeseparate, independent company.
Allocated G&A
($ in millions) 1997 1996 B/(W)

12 weeks ended $12 $12 $ -
24 weeks ended $24 $21 $(3)

Excluding the allocated G&A, G&A increased $5 naflior 2% in the quarter and $5 million or 1% yeadate. These increases reflected
increased field spending, the effect of consoliatCPK and increased foreign exchange lossesalhauifset by equity income from
TRICON's investments in unconsolidated affiliated997 compared to losses in 1996. Increasedddading primarily reflected continued
customer service improvement initiatives. The fabde swing in equity income primarily reflected titesence of CPK's losses due to its

consolidation.

Net facility actions

12 Weeks Ended 24 Weeks Ended

($ in millions) 6/14/97 6/15/96 6/ 14/97 6/15/96
Refranchising gains* $(137) $(42) $(153) $(88)
Store closure costs 25 4 29 4
SFAS 121 recurring impair-

ment charges 39 18 39 18
Net gains from facility

actions (73)  (20) (85) (66)
After-tax net gains $(53) $(11) $ (56) $(37)
After-tax net gains -

Full-Year** $(79) $(13) $ (87) $(41)

* Included initial franchise fees of $9 and $4 foe 12 weeks ended 6/14/97 and 6/15/96, respegtiamstl $12 and $9 for the 24 weeks ended
6/14/97 and 6/15/96, respectively. ** Because TRNC&locates its income tax expense to interim pkrioased on a forecasted full-year
effective tax rate, the tax attributes associatiél these net facility actions will continue to tezognized in TRICON's tax expense over the
balance of the year. Accordingly, the after-taxhgaicognized in the 12 and 24 week periods is Idhem the full- year amount. The 1997
full-year after-tax gain reflects the tax free gaimm the refranchising of TRICON's restaurantdlew Zealand to a new, independent
publicly-traded company.

Unusual disposal charges of $39 million ($22 millefter-tax) in the second quarter of 1997 andi$éon ($17 million aftertax) in the firsi
quarter of 1996 related to disposal of the non-thf® businesses. The 1997 charge adjusted thergpamount of the non-core U.S.
businesses to their estimated fair market valuedas the actual selling price of three busineaselcurrent negotiations with probat



buyers for the two remaining businesses. The 1886ge adjusted the carrying amount of HNN, a nare-thS. business, based upon a first
quarter 1996 decision to dispose of its operatsggpts. The adjustment was based on internal esgmat

Reported operating profit increased $49 millior2@% in the quarter and $65 million or 20% year-#bed Ongoing operating profit, which
was adjusted to exclude the unusual disposal chaimyereased $88 million or 48% in the quarter §n8 million or 22% year-to-date. The
increase in ongoing operating profit in the quapt@marily reflected the higher gains from net fligiactions and the increased franchise and
license fees, primarily driven by the initial KF@uhchise renewal fees. The year-to-date gain whbyéhe increased franchise and license
fees and profit growth from Company-operated restats.

Interest Expense, net

12 Weeks Ended 24 Weeks Ended
% %

(% in millions) 6/14/97 6/15/96 Change 6/14/97 6/15/96 Change
PepsiCo allocation $(58) $(63) (8) $(118) $(130) (9)
External debt 9 (8 13 @a7rn @7 -
Interest expense $(67) $(71) (6) $(135) $(147) (8)
Interest income 2 2 - 4 4 -
Interest expense, net  $(65) $(69) (6) $(131) $(143) (8)

TRICON's operations have been financed througbpesating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes anatllan 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. TRIGs expected to have a capital structure diffefiemm the capital structure in the
Condensed Combined Financial Statements (see PneaFoondensed Combined Balance Sheet on page &@2ccordingly, the interest
expense is not necessarily indicative of the irsteegpense that TRICON would have incurred as araég independent company or will
incur in future periods. Interest expense, netidedl6% and 8% in the quarter and year-to-datpectvely, reflecting a lower average
balance of net investments by and advances frorsi€ep

Income Taxes

The 1997 reported effective tax rates of 27.5%edquarter and 34.2% year-to-date decreased 1dcérgage points and 8.8 percentage
points over 1996, respectively. The 1997 ongoirigatize tax rates of 30.4% in the quarter and 35y8%r-to-date decreased 12.2 percentage
points and 7.5 percentage points compared to tBé @Agoing effective tax rates. The decline indhgoing effective tax rate was primarily
due to the tax free gain from the refranchisingBfCON's restaurants in Ne



Zealand to a new, independent publicly-traded campjprawhich TRICON has no ownership interest. Edahg the New Zealand gain,
TRICON's ongoing effective tax rate would have b88r9% and 42.6% in the quarter and year-to-dagpectively.

Income tax expense was calculated as if TRICON fileparate income tax returns. As PepsiCo mantgsciposition 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 24 Weeks Ended
% %
(% in millions) 6/14/97 6/15/96 Change 6/14/ 97 6/15/96 Change

Reported $121 $66 83 $173 $106 63 Ongoing* $143N@65195 $123 59

NM - Not Meaningful
* Adjusted to exclude the effect of the unusuapdisal charges described on page 64 - 65.

International Operations

12 Weeks Ended 24 Weeks Ended
% %
(% in millions) 6/14/97 6/15/96 Change 6/14/ 97 6/15/96 Change

Revenues $555 $526 6 $1,069 $1,023 4 Operating’pd®9 $ 26 NM $ 142 $ 60 NM

NM - Not Meaningful
* Includes equity income/(loss) but excludes fonegxchange gains/(losses).

Revenues increased $29 million for the quarter&t@imillion year-to-date. The growth was drivenrigf additional Company-operated units
and higher effective net pricing. These gains vpamially offset by the effects of unfavorable @ncy translation and year-to-date, one less
four-week accounting period for Canada and Koregaénfirst quarter of 1997. Canada and Korea conéal their reporting cycle to facilitate
the quarterly closing process.

Operating profit increased $73 million and $82 ioillfor the quarter and year-to-date, respectivEfye profit growth primarily reflected
increased net gains from facility actions as sunmadrbelow, driven by the refranchising of TRICOMstaurants in New Zealar



The positive impact of the higher effective netpry, the net additional Company-operated unitskdgter franchise fees was partially offset
by higher store operating costs, reflecting inceddacentive-based

compensation.

Net Facility Actions
12 Weeks Ended 24 Weeks Ended

(% in millions) 6/14/97 6/15/96 Change 6/14/97 6/15/96 Change
Refranchising gains $(89) $(89) $(89) $(2) $(87)
Store closure costs 22 22 23 (2) 25
Recurring impairment

charges 1 $2 (1) 1 2 O
Net (gains)/losses

from facility actions $(66) $2 $(68) $(65) $(2) $(63)

Combined Cash Flows

TRICON's capital investments and acquisitions Hasen financed by cash flow from operations, refnéing of restaurants, or investments
by and advances from PepsiCo. Under PepsiCo'satizett cash management system, PepsiCo depo3IRI@ON's bank accounts sufficie
cash to meet TRICON's daily obligations and witlds@&xcess funds from those accounts. These tramssetre included in investments by
and advances from PepsiCo in the Condensed ComBialadce 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 $4.5 billion thghua $2 billion senior, unsecured five-
year term loan facility and $2.5 billion under aise, unsecured fiv- year $3.5 billion revolving credit facility. A pton of the latter facility
will be available in the form of letters of creditterest rates are expected to be based on LIBGRfacilities are expected to have a quar
facility fee as well as a semi-annual administefiee. TRICON expects to use substantially alhefinitial debt proceeds to settle certain
amounts due to PepsiCo from TRICON and to decladepay a dividend to PepsiCo just prior to the iiistion. Management believes that
cash flows from its refranchising initiatives amdrfi its operating activities in excess of capidrading will be sufficient to fund its debt
payments and future growth.

Combined cash flow activity in 1997 primarily refted a greater reduction in investments by andrezbsafrom PepsiCo of $388 million and
reduced cash inflows from operating activities 64 $nillion, partially offset by increased cash geds from refranchising of restaurants of
$184 million, a favorable swing in net debt actestof $126 million, as well as proceeds of $91liotlfrom the sale of non-core businesses.

Net cash provided by operating activities decre&&million to $231 million in 1997. The decreagas due to increased working cap
cash outflows of $63 million. The increased workaagpital cash outflows primarily reflected an unfeable swing in accounts payable and
other current liabilities and increased cash outfloelated to prepaid expenses, deferred incones taxd other current asse



These cash outflows were partially offset by a fabte swing in income taxes payable. The unfaverabling in accounts payable and other
current liabilities was primarily due to the abset casualty insurance liabilities in 1997 resigtfrom a change to premiubased insuranc
in 1997 compared to being largely self-insured986. The increase in prepaid expenses, deferrednadaxes and other current assets
reflected a 1997 premium deposit for U.S. casualtyrance. A comparable premium deposit was noemmad996 because TRICON was
largely self-insured.

Net cash provided by investing activities increa$2€7 million to $315 million primarily reflectinmcreased proceeds from refranchising
restaurants, proceeds from the sale of non-coriedsses and reduced capital spending.

Net cash used for financing activities increaseg2¥aillion to $572 million in 1997. This reflectedgreater reduction in investments by .
advances from PepsiCo, partially offset by the fatate swing in net debt activities in 1997.

Free cash flow is the key internal measure usedatuate cash flow that investors may want to a®rsis an indication of cash available for
debt repayment and to fund additional investmdfrese cash flow is not a measure defined by geyematiepted accounting principles. This
measure is provided as a supplement, and not aléeainative to cash flows from operating, investamgl financing activities as defined by
generally accepted accounting principles.

24 Weeks Ended
(% in millions) 6/14/97  6/15/96

Net cash provided by

operating activities $231 $ 295
Investing activities

Capital spending (175) (206)

Refranchising of restaurants 384 200

Sale of non-core businesses 91

Sales of property, plant

and equipment 34 11
Other, net (29) 13
$546 $ 313

The increase in free cash flow primarily reflectld increased proceeds from refranchising of restds, the sale of non-core businesses in
1997 and reduced capital spending. These castasesavere partially offset by reduced cash provimjedperating activities.

Combined Financial Condition

TRICON's negative operating working capital positizhich reflects the cash sales nature of TRIC@&Etaurant operations, effectively
provides additional capital for investment. Opergtivorking capital, which excludes short- term isiveents and short-term borrowings, was
a negative $403 million and $445 million for 199%al 996, respectivel



The $42 million decrease primarily reflected a dexin accounts payable and other current liabgitind an increase in inventories partially
offset by reduced cash and cash equivalents angased income taxes payable. The lower accountbpmgnd other current liabilities was
due to a reduction in days payable outstandingtlamdale of non-core businesses, as well as lawerance accruals reflecting TRICON's
1997 decision to change to premium-based U.S. ttgsnaurance coverage compared to self-insurin9e6.

Prepaid expenses, deferred income taxes and athent assets declined slightly reflecting the sédlaree non-core U.S. businesses held for
disposal and a further reduction in the carryingoant of the two non-core businesses to be solds&ere partially offset by a
reclassification of amounts to prepaid taxes aedl®97 premium deposit for U.S. casualty insurance.

The declines in Property, Plant and Equipment atahgible Assets included the effects of facilityi@ns, in addition to depreciation and
amortization in excess of capital spending.

See the Pro Forma Condensed Combined Balance &nhpage F-32, which gives effect to TRICON's aptited capital structure.
Cautionary Statements

From time to time, in both written reports and @@tements, PepsiCo and TRICON may discuss exjmaegarding TRICON's 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:

- TRICON's ability to execute its refranchisingtiafives (pages 52-53 and 62) is subject to theicoed interest and ability of existing and
new franchisees to purchase TRICON's restauramiscatls TRICON considers appropriate.

- 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 restaurant concepts, includirgftanchise business and Company-operated restawfakFC, Pizza Hut and Taco
Bell and the non-core U.S. businesses of CalifoRizaa Kitchen, Chevys Mexican Restaurants, D'Am@szndwich Shops, East Side Mario's
and Hot 'n Now.

CONTINUING FRANCHISE AND LICENSE FEES - Fees paidftanchisor/licensor by franchisee/licensee bagmuh a percentage of the
franchiseel/licensee's sales.

CORE RESTAURANT BUSINESSES - TRICON's worldwide KFC, Pizza
Hut and Taco Bell businesses.

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

EQUITY INCOME/(LOSS) - TRICON's share of earningdasses from its investments in unconsolidateiiafs.
FRANCHISE RENEWAL FEE - A fee paid by a franchideghe franchisor upon renewal of an existing frase agreement.
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, righésreot as broad, it may not require an
initial fee and the continuing fees are generailg higher rate. Licensing is used for non-tradiiopoints of distribution, e.g., airports,
schools, gas and convenience stores, hotels atidrsis In general, licensing arrangements do reptire payment of a marketing fee to the
national marketing fund.

NET FACILITY ACTIONS - The net gain/(loss) from refranchising gainsl{iding initial franchise fees), store closure castd SFAS 121
impairment charges for restaurants to be useckittisinesses.

NET REFRANCHISING GAINS/(LOSSES- Gains/losses from refranchising (including ififianchise fees) net of store closure costs.

NON-CORE U.S. BUSINESSES - California Pizza Kitchehg@ys Mexican Restaurants, D'Angelo Sandwich SHeast Side Mario's and
Hot 'n Now businesses in the U.S. which were orapected to be sold in 1997.

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 safecCmmpany-operated restaurants to franchiseesydimg initial franchise fees.
RESTAURANTS, UNITS, STORES - Terms are interchaibiga

SAME STORE SALES - The average sales per storaileads using U.S. Company-operated stores that hese open for 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 Compapg+ated, joint ventured, franchised and licenséts.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'syépri 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 geneaaltepted 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 materiaects, the financial position of TRICON as
of December 28, 1996 and December 30, 1995, anab#héts 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 financitkeshents, TRICON in 1995 adopted the provisiontbefFinancial Accounting Standards
Board's Statement of Financial Accounting Standalals121, "Accounting for the Impairment of L¢-Lived Assets and for Loi-Lived



Assets to Be Disposed Of." As discussed in Notearntll13 to the combined financial statements, TRN@©1994 changed its method for
calculating the market-related value of pensiom glssets used in the determination of pension expaind adopted the provisions of the
Financial Accounting Standards Board's StatemeRira@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 1995 1994
(52 Weeks) (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 2)
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) $119

671 622
457 -

(233)  (68)
13 71

(12) (%)

(22) (12)
10 (30)
25 228
36 (31)
37 150
813 894

(701)  (1,038)

(66)  (113)
165 -
43 21
(38)  (134)

(597)  (1,264)

(Continued on following page)

Combined Statement of Cash Flows (page 2 of 2)

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembdi988,

and December 31, 1994

1996
(52 Weeks)
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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
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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
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Combined Statement of Shareholder's Equity
(in millions)
TRICON Global Restaurants, Inc.
Fiscal years ended December 28, 1996, Decembdi9886,
and December 31, 1994
Investments
by and ad- Cur rency
vances from Tra nslation
PepsiCo  Adj ustment Total
Shareholder's Equity,
December 25, 1993 $4,366 $ 12 $4,378
1994 Net income 118 - 118
Currency translation adjustment - 28 28

Net investments by and advances



from PepsiCo 478 - 478
Shareholder's Equity,

December 31, 1994 $4,962 $ 40 $5,002
1995 Net loss (132) - (132)
Currency translation adjustment - ( 69) (69)
Net investments by and advances

from PepsiCo (226) - (226)
Shareholder's Equity,

December 30, 1995 $4,604 $( 29) $4,575
1996 Net loss (53) - (53)
Currency translation adjustment - 2 2
Net investments by and advances

from PepsiCo (285) - (285)
Shareholder's Equity,

December 28, 1996 $4,266 $( 27)  $4,239

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

Note 1 - PepsiCo, Inc.'s Proposed Spin-Off of itsé&taurant Businesses

In 1997, the Board of Directors of PepsiCo, In@gpsiCo") 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 sabje U.S. Federal income taxes, various regulaapgyrovals, appropriate stock market
conditions and approval of a definitive plan by §i§o's Board of Directors. TRICON Global Restausafric. ("TRICON"), the new
company, is composed of the worldwide operationBinZa Hut, Taco Bell and KFC and the non-core BuSinesses held for disposal (see
Note 3 on page-11). Immediately following the Distribution, Pe@& will no longer have a financial investment inIC®N. However,
TRICON shares will be owned by PepsiCo's pensiast ivn behalf of PepsiCo's employees. PepsiCaevilain liable on certain existing
contingent liabilities relating to TRICON's busises which were not able to be released, termirategplaced prior to the Distribution Date
("unreleased contingent liabilities"). After thedribution, TRICON will pay a fee to PepsiCo folyamreleased contingent liabilities until
they are released or replaced by a qualified lefteredit. TRICON will also fully indemnify Peps@éCfor any payments made under the
unreleased contingent liabilities.

TRICON expects to obtain initial debt funding armksubstantially all of the proceeds to settleagedmounts 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 @igs and governing various relationships betwdRICDN and PepsiCo, including a
Separation Agreement, Tax Separation Agreement|@&me Programs Agreement and Telecommunicatiorfby&e and Computing
Services Agreement.

The Combined Financial Statements included heraiy not necessarily be indicative of the resultegdrations, 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 chsitigat may occur in the financing and operatidriERICON as a result of the
Distribution.

Note 2 - Summary of Significant Accounting Policies

The preparation of the Combined Financial Statesientonformity with generally accepted accounfinigiciples requires management to
make estimates and assumptions that affect repanedints of assets and liabilities and disclosfimotingent 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 accompgr@ombined Financial Statements of TRICON incltlteresults of operations and
assets and liabilities directly related to TRICObBP®rations. TRICON's intercompany accounts ants&retions 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 anBiGmillion 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 Répsatal 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 mandmgpse 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 througbpesating 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 advdrmresPepsiCo to TRICON) and interest expense oextsrnal debt. TRICON was
allocated $275 million, $316 million and $300 nahi of interest expense reflecting PepsiCo's averdageest rates of 6.2%, 6.6% and 6.49
1996, 1995 and 1994, respectively. TRICON's extataht is primarily limited to capital lease obltgams associated with real estate and, to a
much lesser extent, assumed debt of acquired ms&a@nd international third-party debt. TRICOHRXpected to have a capital structure
different from the capital structure in the Comhirignancial Statements and accordingly, interegeage is not necessarily indicative of the
interest expense that TRICON would have incurred 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 coststagorted 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, compensatioat for PepsiCo stock option
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grants to TRICON employees is measured as the exéehe quoted market price of PepsiCo's capiitaksat the grant date over the amount
the employee must pay for the stock. PepsiCo'spdito grant stock options at fair market valttha date of grant.

Derivative Instruments. Gains and losses on futooedracts that are designated and are effectihedges 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 commodity 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 longersadered highly correlated, subsequent
changes in the value of the futures contracts wbaldecognized in income.

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

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

Property, Plant and Equipment. Property, plantemndpment (PP&E) are stated at cost, except forlPf&t have been impaired, for which
the carrying amount is reduced to estimated faiketazalue. Depreciation is calculated on a straligle basis over the estimated useful lives
of the assets as follows: 5 to 25 years for bugdiand improvements and 3 to 20 years for machiaedyequipment. Depreciation expense
was $521 million, $555 million, and $519 million 11996, 1995 and 1994, respectively.

Intangible Assets. Intangible assets are amortired straight-line basis as follows: 20 years éarcquired franchise rights, 3 to 34 years for
trademarks and other identifiable intangibles abg&ars for goodwill. Amortization expense was $@ilion, $109 million and $103 million
in 1996, 1995 and 1994, respectively.

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 r@stant is written down to its estimated fair mankaue based on the best information
available. TRICON generally measures estimatedhfiairket value by discounting estimated future dbshs. 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 thettoelology it uses for its restaurants except (@)rétognition test for an investment in
unconsolidated affiliate compares the investment florecast 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 insteadhpindividual restaurant. The change in methodpload no impact in 1996.

Pre-opening Costs. Costs associated with openirgyvarestaurant are expensed as incurred.
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Refranchising Gains. Refranchising gains includegian sales of Company-operated restaurants taanevexisting 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 gatbave been met.

Store Closure Costs. Store closure costs are reztyjwhen a decision is made to close a restawisinin the next twelve months.

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 distobugind provide the terms of t



arrangement between TRICON and the franchiseelex=nThe franchise and certain license agreementére the franchisee/licensee to pay
an initial, non-refundable fee. The agreements @dgaire continuing fees based upon a percentagele$. Subject to franchisor approval, a
franchise agreement may be renewed upon expiration.

Initial fees are recognized as revenue when TRIG@dIsubstantially performed all initial serviceguieed by the franchising/licensing
agreement, which is generally upon opening. Comtnéees are recognized as earned with an apptepravision for estimated

uncollectible amounts. Renewal fees are recognizedrnings when a renewal agreement becomesieéfect

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

Direct costs incurred to secure and perform theired services under the franchise and licensesagzats, 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.
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. businesses charge of $246 milias a result of a fourth quarter 1996 decisiodispose of TRICON's remaining non-
core U.S. businesses: California Pizza Kitchen RGPChevys, D'Angelo Sandwich
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Shops ("D'Angelo"), and East Side Mario's ("ESMilla first quarter 1996 decision to dispose ofaperating assets of Hot 'n Now
("HNN™"). The charge represented a reduction ofcdueying amounts of the non-core U.S. businessesttmated fair market value, less costs
to sell. The estimated fair market value was deiteethby using estimated selling prices, based piiynapon the opinion of an investment
banking firm retained to assist in the selling\atti The remaining carrying amount of the noore U.S. restaurant assets of $333 million
included in prepaid expenses, deferred income tardther current assets in the 1996 CombinedhBal&heet. The non-core U.S.
businesses contributed $394 million, $297 millioxd 281 million to revenues in 1996, 1995 and 198dpectively. Excluding the unusual
disposal charges in 1996 and the $120 millionahithpact of adopting Statement of Financial AcamgStandard No. 121 ("SFAS 121"),
"Accounting for the Impairment of Long-Lived Assetsd for Long-Lived Assets to Be Disposed Of" i939the non-core U.S. businesses
incurred losses of $15 million ($12 million aftend), $45 million ($37 million after-tax) and $42lhkaon ($35 million after-tax) in 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 argingainderperforming stores, and impairment chaugeler 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

* Included initial franchise fees for both the Uaid Worldwide of $22 million in 1996 and $8 milian 1995. See Note 4 on page F-13.

TRICON early adopted SFAS 121 as of the beginnith@®fourth quarter of 1995. The initial, noncastarge of $457 million ($324 millio



after-tax), $120 million ($82 million after-tax) efhich related to non- core U.S. businesses, redfitom TRICON evaluating and measuring
impairment of restaurants to be used in the busiaethe individual restaurant level. Previoustypairment was evaluated and
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measured if a restaurant concept was incurringadiperlosses and was expected to incur operatsgelin 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.

Note 4 - Franchise and License Fees

Franchise and certain license arrangements for ORI€ traditional and non- traditional points oftdlsution, 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 iteNoon page F-9, initial franchise fees from tiiganchising 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
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Note 6 - Intangible Assets, net
1996 1995
Reacquired franchise rights $ 767 $ 817
Trademarks and other
identifiable intangibles 190 214
Goodwill 143 355
$1,100 $1,386

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

Accumulated amortization, included in the amoutisve, was $603 million and $521 million at year-&886 and 1995, respectively.

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
199 6 1995
Short-term Borrowings
Current maturities of long-term
debt issuances $2 6 $27
Other due 1997 3 3 117
$5 9 $144
Long-term Debt
Capital lease obligations
(see Note 9 on page F-15) $22 2 $246
Other, due 1997-2010 (8.2% and 8.1%) 3 5 41
25 7 287
Less current maturites of long-term
debt issuances (2 6) (27)
$23 1 $260

Interest expense includes an allocation of a poioPepsiCo's interest expense. See Note 2 onfpdge
F-14
Note 9- Leases

TRICON has noncancellable commitments under bapitadeand long-term operating leases, primarily@@mpany-operated restaurants.
Capital and operating lease commitments expiraabdus 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 receivalilder noncancelable leases are set forth below:

Commitments Sub lease Receivables
Capital Operating Direc t Operating
Financ ing
1997 $39 $ 258 $3 $14
1998 37 225 3 13
1999 34 194 2 11
2000 32 168 2 10
2001 30 150 2 8
Later years 231 930 17 44
$403 $1,925 $29 $100

At year-end 1996, the present value of minimum paytsunder capital leases was $222 million, afeiudting $181 million representing
imputed interest.

The details of rental expense and income are st li@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 excdssal$ stipulated in the lease agreements.
Note 10- Financial Instruments

Derivative Instrument



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 yehat296 and 1995, as well as gains and
losses recognized as part of cost of sales in 1888, and 1994 were not significant.
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Fair Value

Except for guarantees issued by TRICON, the cagrgmounts of TRICON's financial instruments apprated market value. The fair value
of guarantees issued by TRICON was $13 million9868.and $1 million in 1995 compared to a carryimgpant 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 whickerosubstantially all full-time salaried
employees, as well as certain hourly employeesefiisrgenerally 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 thanmmim statutory funding requirements 1
more than the maximum amount that can be deduoted.5. 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 funplaas will be transferred based upon actuarialrdetetions in accordance with regulatory
requirements.

Net periodic U.S. pension expense allocated to TRIQvas $10 million in 1996, $5 million in 1995 aff million in 1994. Net periodi
pension expense for the defined benefit pensiomspiar TRICON's foreign operations was not sigaifit TRICON will assume the foreign
defined benefit pension plan obligations as ofDisribution Date. Any related assets will be tifensed.

In 1994, PepsiCo changed the method for calculdbiegnarket-related value of plan assets usedterméing 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 millior8(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 dependentacipally 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 shafiagtretirement benefit expense was $3 million i861%$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 distpimedical benefits to be providec
employees upon the occurrence of an event. Prdyijdhese benefits were expensed when incurred clihaulative effect charge upon
adoption of SFAS 112, which relates to years pgoat994, was $7 million ($4 million after-tax).
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Note 14- Employee Stock Option Plans

TRICON employees were granted stock options undpsi€o's three long- term incentive plans - thee@&@Pawer Stock Option Plan
("SharePower"), the Long-Term Incentive Plan ("LTIRnd the Stock Option Incentive Plan ("SOIP'lioPto 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 exercisditde4 years and must be exercised within 10sysam the grant date. In addition, the
LTIP allows for grants of performance share uiiBSU"s). The maximum value of a PSU is fixed atuakie of a share of PepsiCo stock at
the grant date and vests in 4 years from the glatet Payment of PSUs are made in cash and/or atmtihe payment amount is determined
based on the attainment of prescribed performaaaks gAmounts expensed for PSUs for TRICON emplsyeere $.9 million in 1996, $.6
million in 1995 and $1.8 million in 1994. SOIP apis are for middlenanagement employees and, prior to 1997, wereeagtartnually. SOI
options are exercisable after one year and muskéecised within 10 years after their grant datee #otal number of options granted to
TRICON employees under the PepsiCo stock optionspleas 13.4 million in 1996, 7.2 million in 1995dath4.1 million in 1994.

Immediately following the Distribution, nonvesteti&@ePower stock options and 1996 and 1997 optiantgunder LTIP and SOIP held by
TRICON employees will be replaced with TRICON stagition awards. The TRICON awards will have the saatio of the exercise price
per option to the market value per share, the seggeegate difference between market value and isegodce and the same vesting
provisions, option periods and other terms and itimms as the PepsiCo options they replace. VeStadePower options and options granted
under LTIP and SOIP before 1996 held by TRICON aygés will remain as PepsiCo stock options. Thelbmrof options and exercise
prices will be adjusted to compensate for the ntarikie of TRICON shares distributed to PepsiCaedmaiders. At December 28, 19¢



there were approximately 38 million PepsiCo stoptians held by TRICON employees. That amount inefudn aggregate of approximately
16 million options that are subject to replacenweitiht TRICON stock option awards. TRICON cannot eutty determine the number of
shares of its common stock that will be subjedutbstitute awards after the Distribution.

TRICON adopted the disclosure provisions of Stat@méFinancial Accounting Standards No. 123 (SHA&S), "Accounting for Stock-
Based Compensation," but continues to measure-s@ed 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 presthl SFAS 123, the net loss would have been claatogde pro forma amounts set forth
below:

1996 1995
Net Loss
Reported $53  $132
Pro forma $70 $136
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The fair value of PepsiCo stock options grantedR6CON employees used to compute pro forma netimecdisclosures were estimated on
the date of grant using the Black-Scholes optidoipy 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 mafagloyees 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 anide§Bexclude the pro forma compensation expenageckto unvested stock options
granted before 1995.

Note 15 - Income Taxes

The details of the provision for income taxes azoime before cumulative effect of accounting charagesset 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 andutativie effect of accounting changes are set foetlow:

1996 1995 1994
U.s. $(21) $ 72 $285
Foreign 93 (175) (44)
$72  $(103) $241
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A reconciliation of income taxes calculated atth8. 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 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 (8 (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%

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) 4an
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 taetmssicreased by $56 million in 1996 primarily daeadditions related to current year
operating losses and temporary differences in abenrof foreign and state jurisdictions.
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The determination of the unrecognized deferreditdnity for temporary differences related to irgments in foreign subsidiaries and fore
corporate joint ventures that are essentially paemain 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, 63illion expire at various times between
1998 and 2010 and $54 million may be carried fodnadefinitely.

Note 16 - Business Segments

TRICON is engaged principally in developing, opergt 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 on page F-11).

Pizza Hut, Taco Bell and KFC operate throughoutdt®. and in 83, 16 and 73 countries and terrisonigtside the U.S., respectively.
Principal international markets include Australtanada, Japan, Korea, Mexico, New Zealand, SpairrenU.K. At year-end 1996,
TRICON has investments in several unconsolidatélibéés outside the U.S. which operate KFC and®iAut restaurants, the most
significant of which are located in Japan and thi€.U

TRICON year-end investments in unconsolidatediafék totaled $228 million in 1996 and $382 milliarl995. The decrease in 1996
reflected the consolidation of CPK, previously axtansolidated equity investment, at the end ost#mnd 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.
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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 $24BearJnited 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 Pepisi-Company and equipment, food and paper fromiefsood 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 théonits of its food and supplies for
Company-operated stores, subject to PFS maintag@rtgin quality and service performance levele $hales 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. Cogyomerated 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 théstribution, TRICON will pay a fee to
PepsiCo for any unreleased contingent liabilitissl they are released or replaced by a qualifegtkt 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 contingescelated 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@antees for $150 million and $77 million at yeadd996 and 1995, respectively. At year-
end 1996, $74 million represented contingent lied to lessors as a result of TRICON assignigagniterest 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, exclugliyzgenewal option periods, discounted at Pepsi@e'dax cost of debt. PepsiCo's pre-
tax cost of debt is not necessarily indicative BICON's pre-tax cost of debt as a separate, indkpgrcompany. On a nominal basis, the
contingent liability resulting from the assigneddes was $115 million. The balance of the contihligilities primarily reflected guarantees
to support financial arrangements of certain uncbidiated affiliates and other restaurant franctss
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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 $ 146 114
Net income $ 40 16
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 $ 183 146
Net income $ 66 36
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 $ 60 64
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 loss $ (153) (215)
Net loss $ (219) (248)
F-23
(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)

Notes:

(a) Operating profit included certain items affagtcomparability as summarized below. Net fac#itfions represent the net gains/(los:



from sales of restaurants to new and existing fimees, 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 on page F-11). The depreciatichamortization reduction for the first three @i of 1996 arose from the adoption of
SFAS 121 at the beginning of the fourth quartet@85, which reduced the carrying amount of centestaurants to be 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 &#te 3 on page F-11) 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.
12 and 24 weeks ended June 14, 1997 and June 9%, 19
12 Weeks Ended 24 Weeks Ended 6/14/97 6/15/96% BI15/96
REVENUES
Company-operated restaurants $2,214 $2, 271 $4,337 $4,442
Franchise and license fees 139 111 253 213
2,353 2, 382 4,590 4,655
Costs and Expenses, net
Company-operated restaurants
Food and paper 720 741 1,404 1,455
Payroll and employee benefits 622 641 1,255 1,275
Occupancy and other operating
expenses 592 621 1,164 1,225
1,934 2, 003 3,823 3,955
General, administrative and other
expenses 221 216 419 411
Net facility actions (73) (20) (85) (66)
Unusual disposal charges 39 - 39 26
Total costs and expenses 2,121 2, 199 4,196 4,326
Operating Profit 232 183 394 329
Interest expense, net 65 69 131 143
Income Before Income Taxes 167 114 263 186
Income Taxes 46 48 90 80
Net Income $ 121 $ 66 $ 173 $ 106

See accompanying Notes to Unaudited Condensed @embBinancial Statements.




Condensed Combined Statement of Cash Flows ( page 1 of 2)

(in millions, unaudited)
TRICON Global Restaurants, Inc.
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24 Weeks ended June 14, 1997 and June 15, 1996

1997 1996
Cash Flows - Operating Activities
Net income $173 $ 106
Adjustments to reconcile net income
to net cash provided by operating
activities
Depreciation and amortization 257 288
Unusual disposal charges 39 26
Deferred income taxes (36) (15)
Other noncash charges and
credits, net (60) (31)
Changes in operating working capital,
excluding effects of acquisitions and
dispositions
Accounts and notes receivable 4 (8)
Inventories (18) 4
Prepaid expenses, deferred income
taxes and other current assets (88) (38)
Accounts payable and other
current liabilities (69) 12
Income taxes payable 29 (49)
Net change in operating
working capital (142) (79)
Net Cash Provided by Operating
Activities 231 295
Cash Flows - Investing Activities
Capital spending (175) (206)
Refranchising of restaurants 384 200
Sale of non-core businesses 91 -
Sales of property, plant
and equipment 34 11
Other, net (29) 13
Net Cash Provided by Investing
Activities 315 18
(Continued on following page)
F-26
Condensed Combined Statement of Cash Flows (pag®®2)
(in millions, unaudited)
TRICON Global Restaurants, Inc.
24 Weeks ended June 14, 1997 and June 15, 1996
1997 1996
Cash Flows - Financing Activities
Short-term borrowings-three months
or less, net 52 (55)
Net proceeds from long-term debt (10) (29)
Decrease in investments by and
advances from PepsiCo (614) (226)
Net Cash Used for Financing
Activities (572) (310)
Effect of Exchange Rate Changes on
Cash and Cash Equivalents Q) 4)
Net Decrease in Cash
and Cash Equivalents 27) Q)
Cash and Cash Equivalents
- Beginning of Year 137 94
Cash and Cash Equivalents
- End of Quarter $ 110 $ 93
Supplemental Cash Flow Information
Cash Flow Data
Interest paid $ 14 $ 16
Income taxes paid $ 59 $173



See accompanying Notes to Unaudited Condensed @edhBinancial Statements.
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Condensed Combined Balance Sheet
(in millions)
TRICON Global Restaurants, Inc.
June 14, 1997 and December 28, 1996
6/14/97 (unaudited) 12/28/96 Historical Pro Forma
ASSETS
Current Assets
Cash and cash equivalents $ 110 $ 137
Short-term investments, at cost 47 50
157 187
Accounts and notes receivable,
less allowance:
$12in 1997 and $9 in 1996 131 125
Inventories 103 88
Prepaid expenses, deferred income taxes
and other current assets 559 562
Total Current Assets 950 962
Property, Plant and Equipment, net 3,780 4,050
Intangible Assets, net 982 1,100
Investments in Unconsolidated Affiliates 223 228
Other Assets 172 180
Total Assets $6,107 $6,520
LIABILITIES AND SHAREHOLDER'S EQUITY/
(DEFICIT)
Current Liabilities
Accounts payable and other current
liabilities $1,121 $1,200
Income taxes payable 185 157
Short-term borrowings 107 59
Total Current Liabilities 1,413 1,416
Long-term Debt 186 231
Other Liabilities 455 434
Deferred Income Taxes 295 200
Shareholder's Equity/Deficit
Investments by and advances from PepsiCo 3,825 $(675) 4,266
Currency translation adjustment (67) (67) 27)
Total Shareholder's Equity/(Deficit) 3,758 $(742) 4,239
Total Liabilities and
Shareholder's Equity/(Deficit)  $6,107 $6,520

See accompanying Notes to Unaudited Condensed @edhBinancial Statements.
F-28
12 and 24 Weeks ended June 14, 1997 and June 9% Nfes to Unaudited Condensed Combined FinaS8taéments

1. The Condensed Combined Balance sheet at Jui®94,and the Condensed Combined Statements oatiper and Cash Flows for the
12 and 24 weeks ended June 14, 1997 and June 9% ha9e not been audited, but have been prepaihformity with the accounting
principles applied in the TRICON audited combinedifcial statements for the year ended Decembet@98. In the opinion of
management, this information includes all matea@djustments necessary for a fair presentation.r@idts for the 12 and 24 weeks are not
necessarily indicative of the results expectedHeryear.

2. During the first half of 1997, TRICON sold ES®hevys and HNN for $105 million, composed of $91lioni in cash and a $14 million
note.

3. TRICON recorded an unusual charge of $39 mil{&22 million after-tax) in the second quarter 807 to adjust the carrying amounts of
the non-core U.S. businesses and $26 million ($illibmafter-tax) related to the first quarter 198écision to dispose of HNN's operating
assets. The adjustment was based on the actunbgalices of the three businesses and currenttia¢igos with probable buyers for the two
remaining businesses, CPK and D'Angelo. As of Juhe 997, the carrying amount of the assets heldifposal was $131 million. We
anticipate that CPK and D'Angelo will be sold bg #nd of 1997.

Excluding the unusual charges of $39 million ané ##llion described above, the non-core U.S. bissias sold or held for disposal
contributed the following



12 Weeks Ended 24 Weeks Ended_

(% in millions) 6/14/97  6/15/96 6/1 4/97 6/15/96
Net Revenues $88 $74 $191 $141
Net Income/(Loss) $4 $(2) $6 $(7)

4. Included in net facility actions were recurringpairment charges of $39 million ($25 million aftax) and $18 million ($12 million after-
tax) in the second quarter of 1997 and 1996 toaede carrying amounts of certain restaurantetobddd and used. These charges resulted
from the semi-annual impairment evaluation of afitaurants that either initially met the "two-ybatory of operating losses" impairment
indicator that is used to identify potentially inmgal restaurants or were previously evaluatedrfgrairment and, due to changes in
circumstances, a current forecast of future cashsflwould be expected to be significantly lowemthize forecast used in the prior evaluat

5. The unaudited pro forma shareholder's equitfiffitegives effect to a $4.5 billion cash distriimn to PepsiCo in repayment of certain

amounts due and a dividend.
6. On August 14, 1997 PepsiCo, Inc. ("PepsiCo"pamged its Board of Directors approved a formahpgtaspin-off TRICON to
shareholders. PepsiCo also announced that it mdtaivuling from the Internal Revenue Service thatspin-off would be tax free to PepsiCo

and its shareholders.
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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)(a) 320
25 (b)

Income Before Income Taxes 72 236 308
Income Taxes 125 52 (c) 177
Net (Loss)/Income $ (53) $ 184 $ 131
Pro Forma Net Income Per Share $ - $0.85
Pro Forma shares and
equivalents (d) - 155

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

TRICON Global Restaurants, Inc.



24 \Weeks ended June 14, 1997

Pro Forma Pro Forma

1997 Adjustments 1997
REVENUES
Company-operated restaurants $4,337 $(190)(a) $4,147
Franchise and license fees 253 1)(a) 252
4,590 (191)(a) 4,399

Costs and Expenses, net
Company-operated restaurants

Food and paper 1,404 (58)(a) 1,346
Payroll and employee benefits 1,255 (66)(a) 1,189
Occupancy and other operating

expenses 1,164 (4@ 1,123

3,823 (165)(a) 3,658

General, administrative and other

expenses 419 (16)(a) 403
Net facility actions (85) - (85)
Unusual disposal charges 39 (39) -
Total costs and expenses 4,196 (220)(a) 3,976
Operating Profit 394 29 (a) 423
Interest expense, net 131 (2)(a) 149

20 (b)

Income Before Income Taxes 263 11 274
Income Taxes 90 8 (c) 98
Net Income $ 173 $ 3 $ 176
Pro Forma Net Income Per Share $1.14

Pro Forma shares and
equivalents(d) 155

See accompanying Notes to Unaudited Pro Forma @sedeCombined Financial Statements.
F-31

Pro Forma Condensed Combined Balance Sheet
(in millions except per share amount, unaudited)
TRICON Global Restaurants, Inc.
June 14, 1997
Pro Forma Pro Forma

1997 Adjustments 1997
ASSETS
Current Assets
Cash and cash equivalents $ 110 $ - $ 110
Short-term investments, at cost 47 - 47
157 - 157
Accounts and notes receivable, less
allowance: $12 131 - 131
Inventories 103 - 103
Prepaid expenses, deferred income taxes
and other current assets 559 (131)(a) 428
Total Current Assets 950 (131) 819
Property, Plant and Equipment, net 3,780 - 3,780
Intangible Assets, net 982 - 982
Investments in Unconsolidated Affiliates 223 - 223
Other Assets 172 - 172
Total Assets $6,107 $ (131) $5,976

LIABILITIES AND SHAREHOLDERS' EQUITY/
(DEFICIT)

Current Liabilities

Accounts payable and other current

liabilities $1,121 $ (24)(a) $1,097
Income taxes payable 185 (7)(b) 178
Short-term borrowings 107 - 107
Total Current Liabilities 1,413 (31) 1,382
Long-term Debt 186 (12)(a) 4,674
- 4,500 (b) -
Other Liabilities 455 - 455
Deferred Income Taxes 295 5() 300



Shareholder's Equity/(Deficit)
Investments by and advances from PepsiCo 3,825 (100)(a)
(4,500)(b)
775 (c)
Preferred stock, no par value.
authorized 250 shares
Common stock, no par value,
authorized 750 shares, issued 152 shares - -(c) -
Capital deficit - (768)(c) (768)

Currency translation adjustment (67) - (67)
Total Shareholder's Equity/(Deficit) 3,758 (4,593) (835)
Total Liabilities and
Shareholder's Equity/(Deficit)  $6,107 $ (131) $5,976

See accompanying Notes to Unaudited Pro Forma @sedeCombined Financial Statements.
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Notes to Unaudited Pro Forma Condensed CombinezhEial Statement

The historical combined financial statements refpeziods 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 thatuebhave 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 combinadcial information is presented
for informational purposes only and does not purfmreflect 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 separat@eandent company.

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

statements of operations for the fiscal year erdlecember 28, 1996 and for the 24 weeks ended Y997 were:

(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 busiaéissl997.

(b) To record the net effect of eliminating the §i§w interest expense allocation and recordingésteexpense based on $4.5 billion of
external debt TRICON expects to incur prior to fhistribution Date. TRICON's interest expense wdsutated using a weighted average
expected borrowing rate of 6.67%. The weighted ayeborrowing rate assumed approximately 60% obdmeowings were effectively
converted to fixed rate debt through interest sataps, with the balance indexed to LIBOR. TRICCOa¢&ial borrowing rate may vary based
upon TRICON's credit rating, changes in marketsrated potential long- term debt issuances. A 1f8gmgage point change in the assumed
financing rate would change interest expense b§ 8bllion annually and $2.6 million for the 24 weseénded June 14, 1997.

(c) To reflect the estimated tax impact for the fmona adjustments (a) and (b).

(d) Pro Forma shares and equivalents used to cenmgpatforma net income per share was based upomilli@h shares of TRICON commt
stock adjusted for the dilutive effect of TRICOMGI options. The 152 million shares reflected aimege of the shares to be issued at the
Distribution Date based on a distribution raticook share of TRICON stock for every 10 shares psf®» stock.

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

balance sheet at June 14, 1997 were:

(a) To eliminate the effect of TRICON's non-coré&lUbusinesses held for disposal, composed of CEKD&hngelo. TRICON expects to
dispose of these businesses in 1997.

(b) To record the estimated $4.5 billion of extéhebt TRICON expects to incur prior to the Distrilon Date to fund a $4.5 billion cash
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distribution to PepsiCo in repayment of certain ante due and a dividend. TRICON plans to estalai$@ billion senior, unsecured fiyear
term loan facility and $2.5 billion under a senionsecured five-year revolving credit facility. énést rates are expected to be based on
LIBOR. Income taxes payable reflects the estimg&dmpact of interest expense described in Ndb¢ alfove.

(c) To record the issuance of 152 million share§RFCON common stock with no par value (at a disttion ratio of one share of TRICON
stock for every 10 shares of PepsiCo stock heltherRecord Date) and the elimination of PepsiGo/estment.
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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 26th daugust, 1997 between PepsiCo, Inc. ("PepsiCoNp&h Carolina corporation, on behalf
of itself and the members of the PepsiCo Group, TRKCON Global Restaurants, Inc. ("TRICON"), a No@arolina corporation, 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 Groupgefged below (each such group, a
"Consolidated Group");

WHEREAS, PepsiCo and TRICON intend to enter inBeaaration Agreement dated as of August 26, 19@7'8eparation Agreement"”),
providing for the distribution by PepsiCo to itsasbholders of all of the common stock of TRICONt flseheld by PepsiCo (the "Distributiot
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 including but not limited to the didtution of certain borrowing proceeds by TRICONRepsiCo (the "Restructuring™) and
various other Tax 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 cliseor indirectly owning more than 50
percent (by vote or value) of, owned more than &e@gnt (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 gaingdie Berson under applicable law.

"After-Tax Amount" shall mean an additional amounetessary to reflect the hypothetical Tax consetpsenf 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 asdribet in the first "whereas" clause in this Agment; provided, however, that
"Consolidated Group" shall also include (i) Peps@Cany Affiliate of PepsiCo that filed (or willl§) any Pre-Distribution Period Returns that
reflect the income, assets or operations of a RemtaBusiness and (ii) any Affiliate of TRICON tHaed (or will file) any Pre-Distribution
Period Returns that reflect the income, assetperations of a Non-Restaurant Business.

"Distribution” shall mean the distribution by Pepsiof all of the common stock of TRICON that ischbly PepsiCo to PepsiCo's shareholi
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 ofR870-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) with respect to any ;Tany final disposition by reason of the
expiration of the applicable statute of limitatipos (iv) with respect to any Tax, the payment akby PepsiCo, TRICON, or any member of
the PepsiCo Group or the TRICON Group, whicheveesponsible for payment of such Tax under appléckw, with respect to any item
disallowed or adjusted by a Taxing Authority, paed that the provisions of Section 8 hereof hawntm®mplied with, or, if such section is
inapplicable, that the party responsible undetté¢hms of this Agreement for such Tax is notifiedthg party paying such Tax that it has
determined that no action should be taken to resoigh disallowed item, and the other party agradssuch determinatiot



"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. Notstdihding anything to the contrary in this Agreemany gain recognized upon the
disposition of PepsiCo Food Systems shall be tdeatea PepsiCo Tax Liability.

"PepsiCo Vice President, Tax" shall include anycessor position or title.
"Person” shall have the meaning ascribed to ieictiSn 7701(a)(1) of the Code.
"Post-Distribution Period" shall mean any taxab#eigd (or portion thereof) beginning after the elag business on the Distribution Date.

"Pre-Distribution Period" shall mean any Taxablegukending on or before the close of businessheistribution 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 businesdtgcissociated with the operation, developmentdhésing and licensing of restaurants
(including the casual dining restaurants and Pep&iabd Systems), as determined by the PepsiCoRfiegident, Tax in accordance with
practice.

"Restructuring” shall have the meaning ascribeitlitothe third "whereas" clause in this Agreememgvided, however, that "Restructuring”
shall exclude any normal business operations (fieturefranchising and the disposition of any afgr

"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, licemsesiness royalty, withholding, payroll, employmesdpital, 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 wha&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 antsuiescribed in clause (A) as a
result of any express or implied obligation to imgtéfy any other party.

"Tax Asset" shall mean any net operating losscapttal 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 redbto alternative minimum Taxe



"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 weispect to the relevant Pre-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 whetimeertity is a member of the TRICON Group, a transfébeneficial ownership of an entity
shall be treated as a transfer of title, regarddésghether title has actually passed; providethien, that to the extent that PepsiCo or an
Affiliate of PepsiCo or an Affiliate of TRICON condted both a Restaurant Business and a Non-Restd&uainess, the Restaurant Business
shall be treated for purposes of this Agreemeiat ssparate corporation that is a member of the DRIGroup and the Non-Restaurant
Business shall be treated for purposes of this é&mgent as a separate corporation that is a memtiee ¢fepsiCo Group; provided further,
that if with respect to any Pre-Distribution Period portion thereof) any Affiliate of PepsiCo wiasolved solely in the conduct of a
Restaurant Business, such member shall be treatedgrember of the TRICON Group for such Pre-Distidn Period (or portion thereof);
and provided further, that if with respect to amg-Pistribution Period (or portion thereof) any #ifite of TRICON was not involved in the
conduct of a Restaurant Business, such memberrsitaile treated as a member of the TRICON Groupdoh Pre-Distribution Period (or
portion 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, computedfabe relevant members of the TRICON Group wereamat 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 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 deductiand 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, idalg 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 for purposes opaimy the PepsiCo Tax Liability, (C) by applyifgetmaximum applicable statutory
Tax rate in effect under applicable law during tbievant year, and (D) reflecting the positionecbns and accounting methods used by the
Consolidated Group in preparing the relevant Reforthe Consolidated Group. Notwithstanding theeémwing, in the jurisdictions of the
United Kingdom, Canada, Australia, Mexico and Nesaland, the TRICON Tax Liability shall be deternairie accordance with PepsiCo's
past policy for the sharing of Tax liabilities aledses and other Tax benefits. For purposes girbeeding sentence, in the event of any
adjustment that increases the Tax liability of thlevant Consolidated Group in any of those judsdns, such increase shall be allocated
proportionately among the legal entities impactgdiich adjustment.

(b) Any term used in this Agreement which is ndiirted in this Agreement shall, to the extent thategt requires, have the meaning assi¢
to it in the Code or the applicable Treasury retyofes thereunder (as interpreted in administrgbrenouncements and judicial decisions) «
comparable provisions of applicable law.

2. Administrative and Compliance Matters.

(a) Sole Tax Sharing Agreement. Any and all exgsfiiax sharing agreements or arrangements, writtemwritten, between any member of
the PepsiCo Group and any member of the TRICON @Gshall be or shall have been terminated as ofiéite 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 shaltheesole Tax sharing agreement between the merabtire TRICON Group and the
members of the PepsiCo Group. Notwithstanding éhegfoing, 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 whiakiduwave 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 membéed?PéepsiCo Group, as the ¢
may be, in each case with respect to any Consetidaroup of which such Person is a member, herebyocably authorize PepsiCo or
TRICON, as the case may be, and consistent withgpastice and applicable law, to designate a mermbihe PepsiCo Group or the
TRICON Group, as appropriate, or a successor df suember, as its agent, coordinator, and admitisiréor 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 amendediRedr refund claim arises in a Post-
Distribution Period), credit or offset of Tax oryaother proceedings, and for the purpose of magmgnents to, or collecting refunds from,
any Taxing Authority, in each case relating onhatty Pre-Distribution Period. Such designated merabthe PepsiCo Group or the
TRICON Group, as the case may be, as agent, cotsetaMRICON or PepsiCo, respectively, that it Ebalresponsible to see that all such
administrative matters relating thereto shall bedbed promptly and appropriately.

(c) Pre-Distribution Period Returns. With respecatConsolidated Group, the member of the Pepsi@©aor the TRICON Group, as
applicable, that is required by applicable lawil® the Returns for all P-Distribution Periods will prepare such Returns with assistance 1



the TRICON Group or the PepsiCo Group, respectivtligh 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 respeetntyp Consolidated Group Returns to
determine (x) the manner in which such returnsudwents or statements shall be prepared and filetliding, without limitation, the manner
in which any item of income, gain, loss, deductioreredit shall be reported; provided, howevert theeh returns, documents or statements
shall be prepared in accordance with past pratickess such past practice is no longer permissibdier the Code or other applicable law),
(y) whether any extensions should be requested(zgralibject to the third and fourth sentencesefdefinition of TRICON Tax Liability, th
elections, including claims and surrenders for Wykoup relief and any similar foreign offsettingopedures, that will be made by any men
of the PepsiCo Group or the TRICON Group. In additiwith respect to all Pre-Distribution Periodscept as provided in Section 8(b),
PepsiCo and the members of the PepsiCo Grouplsdnad! the right to (i) contest, compromise or settig adjustment or deficiency propos
asserted or assessed as a result of any audiy @basolidated return filed by the PepsiCo GroupherTRICON Group, (i) file, prosecute,
compromise or settle any claim for refund, (iiiyefenine whether any refunds to which the PepsiGm@may be entitled shall be received
by way of refund or credited against the tax lidgpibf the PepsiCo Group and (iv) determine whethdeposit will be made with a Taxing
Authority to stop the running of interest. With pest to the 1997 Tax year, TRICON and the membfettseoTRICON Group shall prepare
and deliver to PepsiCo all Tax Packages no latar the due date prescribed for the members ofdépsi€o Group.

3. Tax Sharing.

(a) General. For each Taxable period of each Citadedd 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, gsapiate, shall pay, as provided in this Sectipto3he PepsiCo Group or the

TRICON Group, respectively, an amount equal totRéCON Tax Liability or the PepsiCo Tax Liabilitas appropriate, for such Taxable
period, if any. Any Return filed by an entity dabed in clause (i) of the definition of Consoliddt&roup shall be treated as required to be
filed by the PepsiCo Group and any payment made fwithe Distribution with respect to such Retsiall be treated as having been mac
the PepsiCo Group. Any Return filed by an entitgatéed in clause (ii) of the definition of Constalted Group shall be treated as required to
be filed by the TRICON Group and any payment maila 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 tocabla period of a Consolidated Group, whether drsmoh payment is made prior to the
Distribution, the PepsiCo Group shall (i) in goadtti determine the amount of the TRICON Tax Liapitr the PepsiCo Tax Liability, as
appropriate, pursuant to this Agreement and (iliydea written statement to TRICON reflecting tiietermination described above. Not later
than three days after receipt of such statemeaffRICON Group shall pay to the PepsiCo Group eRbpsiCo 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 membtre PepsiCo Group or a member of the TRICON @rag the case may be, is require
file a Return (after taking extensions into accyuvith respect to any Consolidated Group for whpalyments are to be made under this
Agreement, whether or not such Return is filed mpacthe Distribution, the PepsiCo Group shallgglito 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) or otherwise, indlgdistimated Tax payments made by way of intercomnpacount transfers. Not later than
the date such Return is required to be filed, tR&CION Group shall pay to the PepsiCo Group or thesifCo Group shall pay to the TRIC(
Group, as appropriate, in accordance with

Section 9 hereof, an amount equal to such diffexeifi@ny; provided, however, that to the exterdhspayment is to be made to the TRICON
Group and is attributable to a claim for refundrakes previously paid to a Taxing Authority, th@&i€o Group will not be required to make
such payment to the TRICON Group.

(i) With respect to each Return described in Secl(a) above and previously filed by a Consolida&oup, and for which the TRICON Tax
Liability or the PepsiCo Tax Liability, as the casay be, has not been satisfied in full or for vilhise TRICON Group has not paid the
PepsiCo Group in full for a benefit derived frone tinse 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, théC®N Group shall pay to the PepsiCo Group the ddtenefit 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 Réigulas.1.1502-20(g) or any comparable provisioapglicable law, or in the event that
California Pizza Kitchen ("CPK") is a member of fRRICON Group, the use of any Pastribution Period Tax Asset of CPK (the "CPK 7
Asset"), including, without limitation, any Tax Aststhat is reattributed to TRICON pursuant to ToegsRegulation Section 1.1502-20(9),
whether arising in a Pre-Distribution Period orastDistribution Period. TRICON agrees that if CPK immamber of the TRICON Group, &
disposition of CPK will be effected as a stock sf@n and an election shall be made to reattrih#enet operating losses attributable to C



to TRICON pursuant to Treasury Regulation Sectid®@2-20(g). Such benefit shall be considered efgule excess of the amount of Tax
that would have been payable to a Taxing Authdotyof the Tax refund that would have been recde)any such Consolidated Group in the
absence of such Tax Asset over the amount of Tawaky payable to a Taxing Authority (or of the Teefund actually receivable) by such
Consolidated Group. Payment of the amount of seactefit shall be made within 30 days of the recbjpany member of the TRICON Group
of any refund, credit or other offset attributatflereto from the relevant Taxing Authority and theire Returns of the PepsiCo Group shall
be adjusted to reflect such use. Notwithstandiegdfinition of TRICON Tax Liability or any otherqvision in this Agreement, any loss
recognized upon any disposition of the casual dimgstaurants or any disposition of assets thesteaif be treated as a Tax Asset of the
PepsiCo Group.

(i) If, subsequent to the payment by the TRICOMN@r to the PepsiCo Group of any amount referred Section 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 tbe 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 amouritiwivould not have been
payable to the PepsiCo Group pursuant to Sectid)fiBbad 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 tharpreceding sentence, unless such event iswatthile to any action of any member of the
TRICON Group. Any amounts payable under this Sac3i@)(ii) shall be paid by the PepsiCo Group witBD days after receipt of written
notice from the TRICON Group.

(e) Treatment of Adjustments.

(i) Except as provided in clause (iii) below if aagjustment is made in, or if a Taxing Authoritgesses any deficiency with respect to, a
Return of a Consolidated Group filed by a membeahefTRICON Group which would have increased thesiR&o Tax Liability under
Section 3(c)(i), then within 30 days after a FiDaltermination 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 haverbaade 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 wowldehbeen made under Section 3(c)(i) taking sualstdgent into account.

(iii) If any adjustment made in, or any deficierelysessed 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 requirgtdaextent 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 consoleld@RICON, or any member of the
TRICON Group conducting an active trade or busimelsd upon in connection with the Restructurimghe Distribution, with any other
person subsequent to the Distribution, (B) to sefltanchise or otherwise dispose of any assefloge any restaurant unit, of TRICON or any
member of the TRICON Group subsequent to the Distion, 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 theoimfiation 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, regasdlef whether such information and
representations were included in the ruling or ptortement issued by the IRS or other Taxing AutiofD) to enter into any negotiations,
agreements, or arrangements with respect to traosaor events (including stock issuances, pursigatine exercise of options or otherwise,
option grants, the adoption of, or authorizatioslwdires under, a stock option plan, capital caminhs, or acquisitions, but not including the
Distribution) which, if treated as consummated befine proposed distribution, would result in PEpsinot having "control" of TRICON
within the meaning of sections 355(a)(1)(A) and (8$®f the Code at the time of the Distribution) (& make any change in equity structure
that would result in PepsiCo not having such "aalhtfexcept for the Distribution), (F) to repurcleastock of TRICON in a manner contrary
to the requirements of Revenue Procedure 96-30 amianner contrary to the representations maderinection with the request for a
private letter ruling with respect to the Distrilmutt, (G) to take any action that contravenes aristie) gain recognition agreement or other
agreement with a Taxing Authority to which any memobf the TRICON Group or the PepsiCo Group isréypar (H) to enter into any
negotiations, agreements, or arrangements witfeot$p transactions or events (including stockasses, pursuant to the exercise of opt



or otherwise, option grants, the adoption of, dhatization of shares under, a stock option plapjtal contributions, or acquisitions, but not
including the Distribution) which may cause thetBisition to be treated as part of a plan purstamthich one or more Persons acquire
directly or indirectly TRICON stock representings®-percent or greater interest” within the mearoh&ection 355(d)(4) of the Code.

(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, respectivelyafgsicable), is aware of any present plan or itwarby 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 publicriganti such shares can be expected.

(b) TRICON Covenants. TRICON covenants to Pepsi@d, tvithout the prior written consent of the P&usVice President, Tax, (i) during
the two-year period following the Distribution Dateither TRICON, nor any member of the TRICON Greoopducting an active trade or
business relied upon in connection with the Restrirgy or the Distribution, will liquidate, merge oonsolidate with any other person, (ii)
during the two-year period following the Distribai Date TRICON will not sell, refranchise exchangistribute 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 litghor 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) TRICON will not, nor will it pemit any member of the TRICON Group
to, take any action inconsistent with the informatand representations furnished to the IRS orodimgr Taxing Authority in connection with
the request for a private letter ruling (or any pamable pronouncement by a Taxing Authority unggliaable law) with respect to the
Distribution or the Restructuring, regardless oftiier such information and representations weleded in the ruling or pronouncement
issued by the IRS or other Taxing Authority, (v)[T®N will not take any action that contravenes arigting gain recognition agreement or
other agreement with a Taxing Authority to whicty amember of the TRICON Group or the PepsiCo Graup party, (vi) TRICON will not
repurchase stock of TRICON in a manner contrathéorequirements of Revenue Procedure 96-30 omiaraner contrary to the
representations made in connection with the redoest private letter ruling with respect to theslibution, (vii) on or after the Distribution
Date TRICON will not, nor will it permit any membef the TRICON Group to, make or change any acéngmhethod, amend any Return
take any Tax position on any Return, take any adlaéon, omit to take any action or enter into &naypsaction that results in any increased
Tax liability or reduction of any Tax Asset of tRepsiCo Group or any member thereof in respeatpPae-Distribution Period, and (viii)
during the applicable period provided in Sectiob@3(2)(B) of the Code with respect to the Disttibn, it will not enter into any transaction
or make any change in its equity structure (inelgditock issuances, pursuant to the exercise afrgpor otherwise, option grants, the
adoption of, or authorization of shares underpaksbption plan, capital contributions, or acquisis, but not including the Distribution)
which may cause the Distribution to be treatedaas gf a plan pursuant to which one or more Persgnsiire directly or indirectly TRICON
stock representing a "50-percent or greater intevethin the meaning of Section 355(d)(4) of thede. TRICON also covenants to PepsiCo
that during the two-year period following the Distition Date, TRICON will not enter into any tractian affecting, or that could affect, the
ownership of the equity interests in TRICON, or maky change in its equity structure (includingktissuances, pursuant to the exercise of
options or otherwise, the adoption of, or authdi@aof shares under, a stock option plan, capitatributions, or acquisitions, but not
including the Distribution) unless TRICON providide PepsiCo Vice President, Tax with written noéfion of such transaction, and the
PepsiCo Vice President, Tax consents to such tcinsaprovided, however, that if such consentdsgiven, the PepsiCo Vice President,
Tax agrees to seek an unqualified opinion of couinem counsel chosen by the PepsiCo Vice Presjdéan, that such transaction or change
in equity structure, together with any prior tract8&ans or changes in equity structure (includiracktissuances, pursuant to the exercise of
options or otherwise, option grants, the adoptifoauthorization of shares under, a stock opgilam, capital contributions, or acquisitions,
but not including the Distribution), if treated e@ansummated before the Distribution, would not itésauPepsiCo not having "control" of
TRICON within the meaning of Sections 355(a)(1)éhd 368(c) of the Code at the time of the DistidtrutUpon the receipt of such opinion,
TRICON shall be entitled to enter into such tratisacor make such change in its equity structursuth an opinion is not obtained,
TRICON shall not be entitled to enter into suctmsaction or make such change in its equity strectlihe PepsiCo Vice President, Tax
agrees that either (i) consent or

(i) an opinion of counsel will be delivered to TRDN within 15 days of TRICON's written notificatiom PepsiCo of such transaction.
TRICON covenants to PepsiCo that during the twa-pegiod following the Distribution Date, TRICON WMot issue any stock options with
with respect to shares that have not been auttibrimeno event will TRICON enter into any transantior make any change in equity
structure (including stock issuances, pursuantéaeikercise of options or otherwise, option grahes,adoption of, or authorization of shares
under, a stock option plan, capital contributiamsacquisitions, but not including the Distributjaturing the two year period following the
Distribution which, if treated as consummated beftwe Distribution, result in PepsiCo not havingriitol" of TRICON within the meaning
of Sections 355(a)(a)(A) and 368(c) of the Codehattime of Distributtion. For purposes of the g@ing sentence, any option authorized
under a stock option plan will be treated as habiegn granted. TRICON shall provide to PepsiCaherfirst business day of every month,
commencing on November 3, 1997, a certificate deiscr any transaction or change in equity structlescribed in the second sentence of
this Section 4(b) and any option grants which oemiduring the preceding month. TRICON agreesPeasiCo is to have no liability for a
tax resulting from any action referred to in this

Section 4(b) and agrees to indemnify and hold hesasthe PepsiCo Group against any such tax. TRISI@N also bear all costs incurred by
PepsiCo in connection with obtaining any opiniorcafinsel or in connection with PepsiCo's deternonadf 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 determihether the PepsiCo Group or the
TRICON Group shall file Returns claiming (x) thexTédeductions attributable to the exercise of ogtitmpurchase stock of PepsiCo which
are held by employees or former employees of theCORl Group and (y) any other similar compensatilated Tax deductions. If it is
determined that the PepsiCo Group shall claimuadhsTax deductions, (i) the PepsiCo Group shaéiiéled to any such Tax Deductions,



the Returns of the PepsiCo Group and the TRICONi@ahall reflect the entitlement of the PepsiCouprto such deductions, (iii) to the
extent any such deductions are disallowed becaliseiag Authority determines that TRICON should @alaimed such deductions, the
TRICON Group shall pay to the PepsiCo Group an arhequal to the Tax paid by the PepsiCo Grouprasuat of such disallowance, (iv)
within 1 day of the exercise of any option desatibeclause (x) of the preceding sentence, or withday of any other event that would re
in a compensation related Tax deduction, as the ity be, the TRICON Group will pay to the Pepsi@oup an amount equal to the
liability of the PepsiCo Group under the Federauhance Contributions Act, the Federal Unemployremt Act or any state employment !
law in connection with the exercise of such anaptexcept to the extent such Tax is withheld feopayment to the employee and remitted
to a Taxing Authority on the employee's behalit i§ determined that the TRICON Group shall clailinsuch Tax deductions, (i) the Returns
of the PepsiCo Group and the TRICON Group shalkceBuch determination, (ii) not later than 3 dpsisr to the due date of any Tax
Return, TRICON shall notify the PepsiCo Vice Presig Tax of the amount of Tax deductions it intetudslaim with respect to such options
or other compensation related Tax deductions,tfi¢) TRICON Group shall pay to the PepsiCo Groupranunt equal to the product of the
amount of the related deductions and the sum oP#psiCo Group's applicable statutory federal Bé and state and local Tax rate net of
any federal Tax benefit attributable to state awadll Taxes for the relevant Tax period, as detezthivy the PepsiCo Vice President, Tax, and
such payment, with respect to each such dedudiwil be made not later than 3 days prior to theedhte of the estimated Tax payment
immediately following when any member of the TRIC@Xoup becomes entitled to any refund, credit bepbffset attributable to such
deduction,

(iv) TRICON and each member of the TRICON Grougd witlemnify the PepsiCo Group against any Tax lighof the PepsiCo Group unc
the Federal Insurance Contributions Act or the Fadgnemployment Tax Act incurred in connectionhwiihe exercise of such an option or
the occurrence of any other event resulting inrapEnsation related Tax deduction, as the case magxoept to the extent such Tax is
withheld from a payment to the employee and rewhitbea Taxing Authority on the employee's behalf] &) to the extent such deduction is
disallowed because a Taxing Authority determines repsiCo should have claimed such deductiorRépsiCo Group will file an amended
Return claiming such deduction, and the PepsiCaisshall pay to the TRICON Group the actual benefieived by the PepsiCo Group in
respect of such deduction to the extent that TRICG@Ipreviously made a payment to PepsiCo pursodhé immediately preceding clause
(iii) attributable to such deduction. For purposéthe immediately preceding clause (i), the Pepsi@e President, Tax will have the right to
determine the amount of such Tax deductions athlila to the exercise of such options or other aaraation related Tax deductions that
be claimed by the TRICON Group on any Tax Returayjgled, however, that PepsiCo will indemnify TRIR@nd the members of the
TRICON Group against any Tax liability for any disaved deductions to the extent the amount of diédns claimed on any Tax return
exceeds the amount of deductions in the noticerithestin the immediately preceding clause (ii) pdexd that TRICON has previously made
a payment to PepsiCo pursuant to the immediategqaling clause (iii) attributable to such dedudid¥or purposes of the immediately
preceding clause (v), such benefit shall be comsitlequal to the excess of the amount of Tax tlwatidvhave been payable to a Taxing
Authority (or of the Tax refund that would have heeceivable) by the PepsiCo Group in the absefiseah deduction over the amount of
Tax actually payable to a Taxing Authority (or bétTax refund actually receivable) by the PepsiCau@. Payment of the amount of such
benefit shall be made within 30 days of the recleypany member of the PepsiCo Group of any refarelit or other offset attributable
thereto from the relevant Taxing Authority.

5. Indemnities.

(a) 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 eptéor any Tax liability described in
Section 5(b)(ii);

(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;

(iiif) any Tax liability resulting from the Distriliion and attributable to any action of TRICON oy anember of the TRICON Group, without
regard to whether the PepsiCo Vice President, Baxclonsented to such action;

(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 oeraiof the Restaurant Business in a Pre-Distrnuleriod; and

(v) all liabilities, costs, expenses (includingthaut limitation, reasonable expenses of investigaand 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), (ii), (iii), or (iv) inaing those incurred in the contest in good faithppropriate proceedings relating to the
imposition, assessment or assertion of any suchlidoiity or damage.

(b) PepsiCo Indemnity. PepsiCo and each membéreoPepsiCo Group will jointly and severally indefgriiRICON 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 arsx liability resulting from the Distribution, othéhan any such liabilities described in
Section 5(a);

(i) with respect to the Restructuring, any Taxlidy attributable to the distribution of certairrowing proceeds by TRICON to Pepsi



desccribed in Section 13 of the Separation Agre¢imet any current Taxes attributable to the Restring and shown as due on any Return
for the period up to and including the DistributiDate and filed within 12 months of the DistributiDate; provided, however, that PepsiCo
shall have complete discretion in determining tin@ant of such Tax liabilities to be shown on su@iurns;

(iii) any liability or damage resulting from a bataby PepsiCo or any member of the PepsiCo Grogmyfepresentation or covenant made
by PepsiCo herein; and

(iv) all liabilities, costs, expenses (includingtlwout limitation, reasonable expenses of invesiigeand attorneys' fees and expenses), losses
damages, assessments, settlements or judgmeitg as 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 ifsoobligations under this Agreement
upon such sale and neither PepsiCo nor any menfiltiee ®epsiCo Group shall have any obligation tiemnify 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 mechaniasnglto 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 goodhfie 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 windays 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 Conatgidl Group arises in respect of an adjustmennthéts allowable to a member of the
TRICON Group or a member of the PepsiCo Group,aethyely, any deduction, amortization, exclusiomnirincome 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 opieeluct 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 equtime.

(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, capitaheifpees 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 shabBult and cooperate (and shall cause each mashtiex TRICON Group or the
PepsiCo Group, respectively, to cooperate) fullguath 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; al



(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 shaki each other fully informed with respect to aratarial development relating to the
matters subject to this Agreement.

(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 artamdnvestigation, or are the subject of any geding or litigation, and which may affect
any Tax liability or any Tax attribute of Pepsidd&ICON, the PepsiCo Group, the TRICON Group or am@mber of the TRICON Group or
the PepsiCo Group (including, but not limited tasis in an asset or the amount of earnings anégrof

8. Audits and Contest.

(a) Notwithstanding anything in this Agreementhe tontrary, PepsiCo shall have full control ovematters relating to any Return or any
Tax Proceeding relating to any Tax matters of astlene member of the PepsiCo Group. TRICON maiys atvn expense, participate in any
such Tax Proceeding. Except as provided in Se&b)y PepsiCo shall have absolute discretion vépect to any decisions to be made, or
the nature of any action to be taken, with respeany matter described in the preceding sentence.

(b)() No settlement of any Tax Proceeding relatmgny matter which would cause a payment oblgatinder Sections 5(a) or 5(b) shall be
accepted or entered into by or on behalf of théypantitled to receive a payment under either $acdsi(a) or 5(b), whichever is applicable,
unless the party ultimately responsible for sugynpent under either Section 5(a) or 5(b), whichese@pplicable (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 By Proceeding if it determines, in its sole judgméhat TRICON is not cooperating in
such Tax Proceeding. If the Indemnitor does nqiaed to the indemnified party's request for consetitin 30 days, the Indemnitor will be
deemed to have consented to the settlement.

(il) Upon request, during the course of any Taxceealing relating to a Tax liability or damage diésant in Section 5(a), TRICON shall from
time to time furnish PepsiCo with evidence reastnsatisfactory to PepsiCo of TRICON's ability taypthe amount for which it is
responsible pursuant to Sectioin 5(a). If at ametduring such Tax Proceeding PepsiCo determiréSRICON could not pay such amount,
then TRICON shall be required to furnish a guarameperformance bond satisfactory to PepsiCo iaraount equal to the amount for wh
TRICON is responsible pursuant to Secton 5(a) RfAON fails to furnish such guarantee or bond, Repsnay settle the Tax proceeding
without TRICON's consent, and TRICON shall remaitigated to indemnify PepsiCo pursuant to Secti(@).5

(iii) Notwithstanding anything to the contrary img Agreement, in the event a Tax Proceeding ira®hbn issue that is common to both the
PepsiCo Group and the TRICON Group, including kaitlimited to the pending litigation regarding Sent1253 of the Code, PepsiCo shall
use its best efforts to settle such issues on behtile PepsiCo Group and the TRICON Group onrssistent basis.

(iv) Nothwithstanding anything to the contrary imst Agreement, with respect to any Tax Proceedinglving issues solely related to a
TRICON Tax liability, TRICON shall have control aveuch Tax Proceeding.

(v) With respect to any Tax Proceeding that relttes TRICON Tax liability, PepsiCo agrees to acgood faith on behalf of TRICON and
the members of the TRICON Group in settling suck Feoceeding.

(c) The indemnified party agrees to give noticéntw Indemnitor of the assertion of any claim, @& tommencement of any suit, action or
proceeding in respect of which indemnity may begbbinereunder within 30 days of such assertioroormaencement, or such earlier time
that would allow the Indemnitor to timely respowdsuch 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 #reimembers of the TRICON Group
shall have absolute discretion with respect to@egisions to be made, or the nature of any actidsettaken, 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 resttin of a dispute. Payments shall be deemed maée wdteived. Any payment that is not m
by the PepsiCo Group when due shall bear intetddB®OR minus 10 basis points, as quoted from ttméme, 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 mayussuant to this Agreement results in any inadakax liability or reduction of any
Tax Asset of TRICON or any member of the TRICON @rar PepsiCo or any member of the PepsiCo Gragpectively, then PepsiCo or
TRICON, as appropriate, shall indemnify the othartypand hold it harmless from any interest or [itgrattributable to such increased Tax
liability or the reduction of such Tax Asset andlspay to the other party, in addition to amousttserwise owed, the After-Tax Amount.
With respect to any payment required to be madeutiis 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



which currency such payment will be made.

10. Notices. Any notice, demand, claim, or othenownication under this Agreement shall be in wgtand shall be deemed to have been
given upon the delivery or mailing thereof, asthee may be, if delivered personally or sent btiftt 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:

Steve Feilmeier

Vice President, Tax

TRICON Global Restaurants, Inc. 1441 Gardiner Lane
Louisville, KY 40213

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 expensdsstiatie, but not be limited to, reasonable atyrfees, accountant fees and other related
professional fees and disbursements. Notwithstgnalitything to the contrary in this Agreement, tiRTON Group will be responsible for

its allocable portion, as determined by the Pepaice President, Tax, of (i) all costs and experaa#butable 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 bkedlable for its allocable portion of such coatsprovided in Section 5.

12. Effectiveness; Termination and Survival. Thirdement 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 ghidicable statutes of limitation (giving effectanoy extension, waiver or mitigation thereof)
and, with respect to any claim hereunder initigtedr 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 &all 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 PepsiG® TRICON, or in the case of a waiver, by theyagainst 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 Agreetsdmall 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 ar@ble to resolve any disagreement or dispute ngldti 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 byRépsiCo Vice President, Tax.

17. Counterparts. This Agreement may be executadymumber of counterparts, each of which shatldemed an original, but all of which
together shall constitute one and the same Agree!



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 fiidxudes 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 shalihird 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 agreemertet bound by the terms of this Agreement.

19. Authorization, etc. Each of the parties heteteby represents and warrants that it has the maweeauthority 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 bindinfigation of each such party, and that the execuftietivery and performance of this
Agreement by such party does not contravene olicowfith any provision or law or of its charter bylaws or any agreement, instrument or
order binding on such party.

IN WITNESS WHEREOF, the parties have executed alideted this Agreement as of the day and yearwirgten above.
PepsiCo on its own behalf and on behalf of the membf the PepsiCo Group.

By: Karl M. von der Hey@bief Financial Officer

TRICON on its own behalf and on behalf of the merslwé the TRICON Group.

By: Andrall E. Pearsair@ian of the Board

End of Filing
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