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PART | - FINANCIAL INFORMATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
TRICON GLOBAL RESTAURANTS, INC. AND SUBSIDIARIES
(in millions, except per share data - unaudited)

12 Weeks Ended

3 124/01 3/18/00
Revenues
Company sales $ 1,326 $ 1,425
Franchise and license fees 180 172
1,506 1,597
Costs and Expenses, net
Company restaurants
Food and paper 410 441
Payroll and employee benefits 371 410

Occupancy and other operating expenses 359 373



1,140 1,224

General and administrative expenses 190 181

Other (income) expense (4) (7

Facility actions net (gain) loss 2 47

Unusual items 2 4

Total costs and expenses, net 1,330 1,355
Operating Profit 176 242
Interest expense, net 39 41

Income Before Income Taxes 137 201

Income Tax Provision 49 81
Net Income $ 88 $ 120
Basic Earnings Per Common Share $ 060 $ 0381

Diluted Earnings Per Common Share $ 059 $ 0.80

See accompanying Notes to Condensed Consolidatatidial Statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
TRICON GLOBAL RESTAURANTS, INC. AND SUBSIDIARIES
(in millions - unaudited)

12 Weeks Ended

3/24/01 3/18/00

Cash Flows - Operating Activities
Net income $ 88 $ 120
Adjustments to reconcile net income to net cash

provided by (used in) operating activities:

Depreciation and amortization 73 82
Facility actions net (gain) loss 2 47
Other liabilities and deferred credits (14) (36)
Deferred income taxes (14) (24)
Other non-cash charges and credits, net 13 18

Changes in operating working capital, excluding
effects of acquisitions and dispositions:

Accounts and notes receivable 44 (194)
Inventories Q) (75)
Prepaid expenses and other current assets (20) (16)
Accounts payable and other current liabilities (52) 77
Income taxes payable 26 67
Net change in operating working capital 3) (141)
Net Cash Provided by (Used In) Operating Activities 145 (18)

Cash Flows - Investing Activities
Capital spending (94) (68)
Proceeds from refranchising of restaurants 14 83



Acquisition of restaurants

AmeriServe funding, net

Short-term investments

Sales of property, plant and equipment
Other, net

Net Cash Used In Investing Activities

Cash Flows - Financing Activities

Revolving Credit Facility activity, by original mat
Three months or less, net

Proceeds from long-term debt

Payments of long-term debt

Short-term borrowings-three months or less, net

Repurchase shares of common stock

Other, net

Net Cash Provided by Financing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Period

Cash and Cash Equivalents - End of Period

Supplemental Cash Flow Information
Interest paid
Income taxes paid

Significant Non-Cash Investing and Financing Activi

Issuance of promissory note to acquire
an unconsolidated affiliate

Assumption of liabilities in connection with an a

Contribution of non-cash net assets to
an unconsolidated affiliate

(49)
(15)

(11)

(31)
(75)

(15)

(140) (100)

urity

@
19
(10)
10

200

(36)
90
(138)
14

20 131

25 13
133

89

$ 158

$ 102

$ 40
16
ties

$ 32
23

$ - $ 25

cquisition 36

23

See accompanying Notes to Condensed Consolidatatidial Statements.

CONDENSED CONSOLIDATED BALANCE SHEETS
TRICON GLOBAL RESTAURANTS, INC. AND SUBSIDIARIES

(in millions)

ASSET¢

Current Assets

Cash and cash equivalents

Short-term investments, at cost

Accounts and notes receivable, less allowance:
$92 in 2001 and $82 in 2000

Inventories

Prepaid expenses and other current assets

Deferred income taxes

Total Current Assets

724

3/24/01

12/30/00

(unaudited)

$ 158 %
77

256
48
107
78

133
63

302

47
68

75

88



Property, Plant and Equipment, net 2,554 2,540

Intangible Assets, net 456 419
Investments in Unconsolidated Affiliates 248 257

Other Assets 320 245
Total Assets $ 4,302 $ 4,149

LIABILITIES AND SHAREHOLDERS' DEFICIT
Current Liabilities
Accounts payable and other current liabilities $ 967 $ 978

Income taxes payable
Short-term borrowings

Total Current Liabilities

Long-term Debt

Other Liabilities and Deferred Credits
Deferred Income Taxes

Total Liabilities

Shareholders' Deficit

Preferred stock, no par value, 250 shares authorize

no shares issued

Common stock, no par value, 750 shares authorized,;

147 shares issued in both 2001 and 2000
Accumulated deficit
Accumulated other comprehensive income

173
101

148
90

1,216

847 848

7 2,397

10

4,471

1,139
(1,190)
(163)

1,133
(1,278)
(177)

Total Shareholders' Deficit (214) (322)

Total Liabilities and Shareholders' Deficit $ 4,302 $ 4,149

See accompanying Notes to Condensed Consolidatati¢ial Statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Tabular amounts in millions, except per share)data
(Unaudited)

1. Financial Statement Presentation

We have prepared our accompanying unaudited Coaddédsnsolidated Financial Statements ("FinancialeBtents") in accordance
with the rules and regulations of the Securitied Brchange Commission for interim financial infotioa. Accordingly, they do not
include all the information and footnotes requibgdaccounting principles generally accepted inubt®. for complete financial
statements. Therefore, we suggest that the acconimgaRinancial Statements be read in conjuncticth whie Consolidated Financial
Statements and notes thereto included in our anepatt on Form 10-K/A for the fiscal year endeccBraber 30, 2000 ("2000 Form
10-K"). Except as disclosed herein, there has meematerial change in the information disclosethanotes to our Financial
Statements included in the 2000 Form 10-K.

Our Financial Statements include TRICON Global Resints, Inc. and its wholly owned subsidiariedléctively referred to as
"TRICON" or the "Company"). The Financial Statengeimclude our worldwide operations of KFC, Pizza Huod Taco Bell.
References to TRICON throughout these notes ton€iahStatements are made using the first perstations of "we," "us" or "our.



Our preparation of the Financial Statements in @onity with accounting principles generally accepiie the U.S. requires us to me
estimates and assumptions that affect our reparteslints of assets and liabilities and disclosuresitingent assets and liabilities at
the date of the Financial Statements and our reg@nounts of revenues and expenses during thetingpperiod. Actual results
could differ from our estimates.

In our opinion, the accompanying unaudited Findrigfatements include all adjustments consideredssary to present fairly, when
read in conjunction with our 2000 Form 10-K, ourdfincial position as of March 24, 2001, and theltesif our operations and cash
flows for the 12 weeks ended March 24, 2001 andcklaB, 2000. Our results of operations for theserim periods are not
necessarily indicative of the results to be expktte the full year.

Derivative Financial Instruments

Effective December 31, 2000, we adopted Statenfdrinancial Accounting Standards ("SFAS") No. 138¢counting for Derivative
Instruments and Hedging Activities" ("SFAS 133"FAS 133 requires that all derivative instrumentsdmmrded on the balance sheet
at fair value. The accounting for changes in thievialue (i.e., gains or losses) of a derivativetinment is dependent upon whether
derivative has been designated and qualifies aparhedging relationship and further, on theetgp hedging relationship. For
derivative instruments that are designated andfyued a fair value hedge, the gain or loss ondtgvative instrument as well as the
offsetting gain or loss on the hedged item attablé to the hedged risk are recognized in res@ilbperations. For derivative
instruments that are designated and qualify asla taw hedge, the effective portion of the gaifams on the derivative instrument is
reported as a component of other comprehensivanadbOCI") and reclassified into earnings in thensgperiod or periods during
which the hedged transaction affects earnings. iAeffective portion of the gain or loss on the dative instrument is recorded in
results of operations immediately. For derivativstiuments not designated as hedging instrumdmsgydin or loss is also recognized
in results of operations immediately. The cumukagffect of adoption of SFAS 133 was not significan

Interest Rates

We enter into interest rate swaps, collars anddodwate agreements with the objective of reduoimgexposure to interest rate risk
for a portion of our debt. At March 24, 2001 anccBaber 30, 2000 we had outstanding pay-variabézesnt rate swaps with notional
amounts of $350 million. These swaps have beemdatgd as fair value hedges of a portion of owedixate debt and have been
determined to be completely effective in offsettthg changes in the fair value of that debt dueterest rate fluctuations. The fair
value of these swaps as of March 24, 2001 was appately $40 million and has been included in Othssets. The portion of this
fair value which has not yet been recognized aslaation to interest expense (approximately $38onikt March 24, 2001) has been
included in Long-term Debt.

At March 24, 2001 and December 30, 2000, we alsooustanding pay-fixed interest rate swaps wittiomal amounts of $450
million. These swaps have been designated as aghédges of a portion of our variable-rate defst have been determined to be
completely effective in offsetting the variability cash flows associated with interest paymentthahdebt due to interest rate
fluctuations. In connection with our issuance c5@8nillion additional fixed-rate debt subsequengtarter end (see Note 6), we
entered into treasury locks to hedge the risk afhiges in future interest payments attributabléehtmges in the benchmark interest
prior to issuance of this debt. These treasurydpalhose notional amounts totaled $500 million,endesignated and highly effective
in offsetting the variability in cash flows assdeid with the future interest payments on the portbthe debt that was hedged.

Foreign Exchange

We enter into foreign currency forward contractthwihe objective of reducing our exposure to césh f/olatility arising from foreig
currency fluctuations associated with certain fgmeiurrency receivables and payables, the majofityhich are intercompany in
nature. The notional amount and maturity dateb@$eé contracts match those of the underlying rabég or payables. We also enter
into foreign currency forward contracts to reduoe cash flow volatility associated with certaindoasted foreign currency
denominated royalties. These forward contracts hésterically been short-term in nature, with temation dates matching forecasted
settlement dates of the receivables or payableagir receipts from royalties within the next tweatvenths. For those foreign currer
exchange forward contracts that we have desigre@ash flow hedges, we measure ineffectivenessibparing the cumulative
change in the forward contract with the cumulatifiange in the hedged item, both of which are basddrward rates. No
ineffectiveness was recognized for the twelve wesilded March 24, 2001 for those foreign currencyw#od contracts designated as
cash flow hedge:



Commodities

We also utilize on a limited basis commodity fusiesd options contracts to mitigate our exposummitomodity price fluctuations
over the next twelve months. Those contracts hatdeen designated as hedges under SFAS 133. ©Openadity future and optior

contracts and deferred gains and losses are notisant as of March 24, 2001, nor were they sigaifit as of the adoption of SFAS
133 on December 31, 2000.

As of March 24, 2001, we had a net deferred gasnaiated with cash flow hedges of approximatelyriion. Of this amount, we
estimate that a net gain of approximately $6 millaill be reclassified into earnings through Mag#h 2002, with a net loss of
approximately $4 million reclassified into earnirfgsm March 24, 2002 through 2011.

The following table summarizes activity in accuntethother comprehensive income related to derigatheld by the Company
during the period from December 31, 2000 througha&4, 2001:

Cumulative effect of adopting SFAS 133 $ -
Changes in fair value of derivatives 6
Gains reclassified from OCI (4)
Accumulated derivative gain $ 2

Earnings Per Common Share ("EPS")

12 Weeks Ended

3 124/01 3/18/00

Net income $ 88 $ 120
Basic EPS:
Weighted-average common shares outstanding 147 149
Basic EPS $ 060 $ 081
Diluted EPS:
Weighted-average common shares outstanding 147 149
Shares assumed issued on exercise of dilutive

share equivalents 26 18
Shares assumed purchased with proceeds of

dilutive share equivalents (23) (16)
Shares applicable to diluted earnings 150 151
Diluted EPS $ 059 $ 0.80

Unexercised employee stock options to purchaseoajpately 4.2 million and 9.8 million shares of dommon Stock for the 12
weeks ended March 24, 2001 and March 18, 2000ectisply, were not included in the computation ibfitedd EPS because their
exercise prices were greater than the average maiike of our Common Stock during the 12 weekseendarch 24, 2001 and Mar
18, 2000, respectively.

Comprehensive Income

Comprehensive income was as follo



12 Weeks Ended

3/24/01 3/18/00

Net income $ 8 $ 120
Foreign currency translation adjustment arising

during the period 9 (1)
Reclassification of foreign currency translation

adjustment 3 -
Derivative net gain (See Note 2) 2 -
Total comprehensive income $ 102 $ 119
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5. Items Affecting Comparability of Net Income

Facility Actions Net (Gain) Loss

Facility actions net (gain) loss consists of thiéofeing three components, which are described in2000 Form 10-K:

o Refranchising (gains) losses,

o Store closure costs (credits) and

o Impairment of long-lived assets for restaurantsmend to continue to use in the business anduestés we intend to close
beyond the quarter in which the closure decisianasle.

12 Weeks Ended

3/24/01 3/18/00

Refranchising (gains) losses(a) $ 4) $ 47
Store closure costs (credits) 2 Q)
Impairment charges for stores that

will continue to be used in the business 1 -
Impairment charges for stores to be closed

in the future 3 1
Facility actions net (gain) loss $ 2 $ 47
United States $ 8 $ (@43
International (6) 4)

$ 2 $ 47

After-tax net (gain) $ 1 s (26)

A. Includes initial franchise fees of $2 million a$fl million for the 12 weeks ended March 24, 206d &arch 18, 2000,
respectively.

The following table summarizes Company sales asthveant margin for the first quarter related twest held for disposal at March

24, 2001 or disposed of through refranchising osafe during 2001 and 2000. Restaurant margin septe Company sales less the
cost of food and paper, payroll and employee be&nafid occupancy and other operating expensese Hmesunts do not include the
impact of Company stores that have been contribit@eticonsolidated affiliate



12 Weeks Ended

3/24/01 3/18/00
Stores held for disposal at March 24, 2001 or d isposed of in
2001:
Sales $ 10 $ 23
Restaurant margin - 3

Stores disposed of in 2000:
Sales $ 139
Restaurant margin 18

Unusual Items

Unusual items of $2 million ($1 million after-tafgr the first quarter of 2001 primarily includeddiiibnal costs of defending certain
wage and hour litigation. See Note 8 for a disarssif the wage and hour litigation.

Unusual items of $4 million ($2 million after-tafgr the first quarter of 2000 primarily includedeltt incremental costs incurred by
TRICON as a result of AmeriServe Food Distributing.'s ("AmeriServe") bankruptcy reorganizationgess, which are more fully
discussed in our 2000 Form 10-K, and additionalscobdefending certain wage and hour litigation.

Debt

Our primary bank credit agreement, as amendeanpdsed of a senior unsecured Term Loan Facihity @ $3 billion senior
unsecured Revolving Credit Facility (collectivebferred to as the "Credit Facilities") both of whimature on October 2, 2002.
Amounts outstanding under our Revolving Credit Rgcare expected to fluctuate, but reductionsum derm Loan Facility may not
be reborrowed.

At March 24, 2001, we had unused Revolving Credtility borrowings available aggregating $1.8 biflj net of outstanding letters
credit of $189 million. At March 24, 2001, the wkigd average interest rate on our Credit Facilitias 6.1%, which included the
effects of the associated interest rate swaps.

As more fully discussed in Note 2, long-term deloréased approximately $33 million as a resulhefadoption of SFAS 133.

Interest expense on short-term borrowings and teng-debt was $42 million and $45 million for th2Weeks ended March 24, 2001
and March 18, 2000, respectively. As more fullycdssed in the 2000 Form 10-K, interest expensaaeinental borrowings related
to the AmeriServe bankruptcy reorganization proeess included in unusual items for 2000.

In 1997, we filed a shelf registration statemerthwie Securities and Exchange Commission witheetsip offerings of up to $2
billion of senior unsecured debt (the "RegistratBiatement"). In April 2001, we issued $200 millwiB.5% Senior Unsecured Notes
due April 15, 2006 and $650 million of 8.875% Senimsecured Notes due April 15, 2011 under the ®eggion Statement
(collectively referred to as the "Notes"). The paiceeds from the issuance of the Notes, were toseiuce amounts outstanding
under the Credit Facilities. Interest is payableilAtb and October 15 commencing on October 15120®anticipation of the
issuance of the Notes, we entered into $500 milliaineasury locks (See Note 2). Concurrent withiisuance of the Notes, the
treasury locks were settled at an insignificans 3% the extent the treasury locks were effedgtiveccordance with SFAS 133, this
loss will be amortized to interest expense ovelifbeof the Notes.
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7. Reportable Operating Segments

Revenues

12 Weeks Ended

3/24/01 3/18/00

United States $ 1,070 $ 1,162
International 436 435

$ 1,506 $ 1,597

Operating Profit; Interest
Expense, Net;
And Income Before Income
Taxes

12 Weeks Ended

3/24/01 3/18/00

United States $ 140 $ 156
International(a) 74 75
Foreign exchange net loss Q) -
Unallocated and corporate expenses (33) (32)
Facility actions net gain (loss) (2) 47
Unusual items (2) (4)
Total Operating Profit 176 242
Interest expense, net 39 41
Income before income taxes $ 137 $ 201

ldentifiable Assets

3/24/01 12/30/00

United States $ 2420 $ 2,400
International(b) 1,629 1,501
Corporate(c) 253 248

$ 4,302 $ 4,149

Long-Lived Assets(d)

3/24/01 12/30/00

United States $ 2,089 $ 2,101
International 888 828
Corporate 33 30

$ 3,010 $ 2,959

A. Includes equity income of unconsolidated afféimbf $5 million and $7 million for the 12 weekgled March 24, 2001, and
March 18, 2000, respectively.

B. Includes investments in unconsolidated affiliaa€$248 million and $257 million as of March 240 and December 30,
2000, respectively.

C. Primarily includes accounts receivable arisiranfithe AmeriServe bankruptcy reorganization pracas$urther discussed in
Note 8, Property, Plant and Equipment related tooffice facilities, fair value of derivative instments and restricted cash.

D. Includes Property, Plant and Equipment, net arahlgible Assets, ne
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8. Commitments and Contingencies
AmeriServe Bankruptcy Reorganization Process

We and our franchisees and licensees are depeodmgquent replenishment of food and paper suppéquired by our restaurants.
We and a large number of our franchisees and leneperate under multi-year contracts, which hnavebeen assumed by McLane
Company, Inc. ("McLane"), which required the useAaferiServe to purchase and make deliveries of miodtese supplies.
AmeriServe filed for protection under Chapter 11hef U.S. Bankruptcy Code on January 31, 2000.aA pf reorganization for
AmeriServe (the "POR") was approved by the U.S.kBaptcy Court on November 28, 2000.

During the AmeriServe bankruptcy reorganizationcess, we took a number of actions to ensure caedisupply to our restaurant
system. These actions resulted in a total net esgpeh$170 million in 2000, which was recorded msawal items. We incurred no
incremental net expense in connection with the Afewe bankruptcy reorganization process and PORglthe first quarter of
2001. Moreover, based upon the actions contemplgtede POR which have been completed to date Hred ourrently available
information, we believe the ultimate cost of the éaerve bankruptcy reorganization process willmaterially exceed the amounts
already provided through the end of 2000.

Under the terms of the POR, TRICON is entitled tocpeds from the liquidation of AmeriServe's renrgrinventory, accounts
receivable and certain other assets (the "Resissdts"). We have currently estimated these prag;eed of recoveries to date, to be
approximately $65 million which we have recordegasceivable from the AmeriServe bankruptcy esiéte expect that these
proceeds will be primarily realized over the rend@inof 2001.

The POR also grants TRICON a priority right to meds (up to a maximum of $220 million) from certiitigation claims and causes
of action held by the AmeriServe bankruptcy estatduding certain avoidance and preference actidfes expect that any such
proceeds, the ultimate potential amounts of whiehnet yet reasonably estimable, will be primaréglized over the next twelve to
twenty-four months. These recoveries will be reedrds unusual items as they are realized.

During the bankruptcy reorganization process, tp kasure that our supply chain remained open,wehased supplies directly from
suppliers for use in our restaurants, as well asafgale to our franchisees and licensees whogquslyi purchased supplies from
AmeriServe (the "Temporary Direct Purchase ProgramiTDPP"). Operations under the TDPP ceased orehber 30, 2000, the
date on which McLane purchased AmeriServe's Usrildution business. At March 24, 2001, our rem@meceivables from
franchisees and licensees for sales of suppliesrithd TDPP were approximately $8 million, netedated allowances for doubtful
accounts. The Company intends to vigorously pucsliection of these receivables.

Other Commitments and Contingencies

Contingent Liabilities

We were directly or indirectly contingently liakikethe amounts of $399 million and $401 milliorMarch 24, 2001 and December
30, 2000, respectively, for certain lease assignsnemd guarantees. At March 24, 2001, $324 millepresented contingent liabilities
to lessors as a result of assigning our intereahthobligations under real estate leases as atioontb the refranchising of Company
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restaurants and the contribution of certain Compastaurants to unconsolidated affiliates. The $82Hon represented the present
value of the minimum payments of the assigned gaseluding any renewal option periods, discoumatenlur pr-tax cost of debt. C



a nominal basis, the contingent liability resultfingm the assigned leases was $490 million. Theaneimg amounts of the contingent
liabilities primarily relate to our guarantees tgport financial arrangements of certain unconsbéid affiliates and franchisees. The
contingent liabilities related to financial arrangents of franchisees include partial guaranteésaothisee loan pools originated
primarily in connection with the Company's refraisaiig programs. In support of these guaranteedave posted $22 million of
letters of credit and $10 million in cash collatefidhe cash collateral balance is included in Othesets. Also, TRICON provides a
standby letter of credit under which TRICON coutdgntially be required to fund a portion (up to $8lion) of one of the franchise
loan pools discussed above. Any such funding utidestandby letter of credit would then be fullgwed by franchisee loan
collateral. Historically, when we have estimatedhable exposures under these contingent liabilittesy have generally been chart

to refranchising (gains) losses. No such charges haen recorded in the Financial Statements & thweeks ended March 24, 2001
or March 18, 2000.

Casualty Loss Programs and Estimates

We are currently self-insured for a portion of aurrent and prior years' losses related to workersipensation, general liability and
automobile liability insurance programs (collectiy€'casualty loss(es)") as well as property lossed certain other insurable risks.
mitigate the cost of our exposures for certain prgpand casualty losses, we make annual decisiogither retain the risks of loss up
to certain maximum per occurrence or aggregatelilméts negotiated with our insurance carriersfully insure those risks.

For fiscal years 2001 and 2000, we have bundledisks for casualty losses, property losses anwsiother insurable risks into one
risk pool with a single maximum loss limit. Losse®xcess of the single maximum loss limit are ¢edeunder reinsurance
agreements. Since all of these risks have beemreg@@uid there are no per occurrence limits for iddi&l claims, it is possible that we
may experience increased volatility in property aadualty losses on a quarter to quarter basis.Whiild occur if a significant
individual large loss is incurred either early ipragram year or when the latest actuarial prajectif losses for a program year is
significantly below our maximum aggregate lossméta. A large loss is defined as a loss in exoé$2 million which was our
predominant per occurrence casualty loss limit ude previous insurance program.

We have accounted for our retained liabilitiesdasualty losses, including reported and incurrdchbtireported claims, based on
information provided by our independent actuarytuacial valuations are performed and resulting stjients to current and prior
years' self-insured casualty losses, property $oasd other insurable risks, are made in the seapddourth quarters of each fiscal
year. We will continue to make adjustments botredamn our actuary's periodic valuations as wellsnever there are significant
changes in the expected costs of settling largmslthat have occurred since the last actuarialatedn was performed. Due to the
inherent volatility of our actuarially determinedstialty loss estimates, it is reasonably posdilaievie could experience changes in
estimated losses which could be material to ouwtirdn net income in 2001. We believe that we has®rded our reserves for
casualty losses at a level which has substantiaitigated the potential negative impact of advalseelopments and/or volatility.

Change of Control Severance Agreements

In September 2000, the Compensation CommitteeeoBtiard of Directors approved renewing severanceesgents with certain key
executives (the "Agreements”) that were set torexpn
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December 31, 2000. These Agreements are trigggreddrmination, under certain conditions, of tReautive's employment
following a change in control of the Company, aBrakl in the Agreements. If triggered, the affeataécutives would generally
receive twice the amount of both their annual ls#dary and their annual incentive in a lump suntplagement services and a tax
gross-up for any excise taxes. These Agreements adiwee-year term and automatically renew eathadg 1 for another three-year
term unless the Company elects not to renew theéxgents. Since the timing of any payments undeethgreements cannot be
anticipated, the amounts are not estimable. Howélese payments, if made, could be substantighdrevent of a change of control,
rabbi trusts would be established and used to geopayouts under existing deferred and incentivepamsation plans.

Wage and Hour Litigation

We are subject to various claims and contingeneileded to lawsuits, taxes, environmental and atietters arising out of the normal
course of business. Like certain other large retaiployers, Pizza Hut and Taco Bell have been facedrtain states with allegations
of purported class-wide wage and hour violations.

On May 11, 1998, a purported class action lawsyairest Pizza Hut, Inc., and one of its franchis@egPizza, LLC, entitleAguardo,



et al. v. Pizza Hut, Inc., et gl("Aguardo"), was filed in the Superior Court bétState of California of the County of San Frarwis
The lawsuit was filed by three former Pizza Hutaasant general managers purporting to represembajnately 1,300 current and
former California restaurant general managers zé@Hut and PacPizza, LLC. The lawsuit allegesatiohs of state wage and hour
laws involving unpaid overtime wages and vacatiay and seeks an unspecified amount in damagesaiaty 12, 2000, the Court
certified a class of approximately 1,300 currertt Bormer restaurant general managers. The Coumdeakethe class on June 1, 2000
to include approximately 150 additional current &mwiner restaurant general managers. On May 2,,26@1parties reached an
agreement to settle this matter and entered istigpalation of discontinuance of the case. Thifesgent agreement is subject to
approval by the court of the terms and conditidinthe agreement and notice to the class with appity to object and be heard.
We have previously provided for the costs of tieitlement as unusual items.

On August 29, 1997, a class action lawsuit agdiasb Bell Corp., entitled Bravo, et al. v. TacoIB&brp. ("Bravo"), was filed in the
Circuit Court of the State of Oregon of the Couotyultnomah. The lawsuit was filed by two formeaco Bell shift managers
purporting to represent approximately 17,000 curae former hourly employees statewide. The lawaigges violations of state
wage and hour laws, principally involving unpaidgea including overtime, and rest and meal periothtions, and seeks an
unspecified amount in damages. Under Oregon ctagmeprocedures, Taco Bell was allowed an oppdtia “cure" the unpaid
wage and hour allegations by opening a claims pot®all putative class members prior to certifisaof the class. In this cure
process, Taco Bell has paid out less than $1 mill@n January 26, 1999, the Court certified a abdisd| current and former shift
managers and crew members who claim one or mdreddlleged violations. A trial date of Novembed 299 was set. However, on
November 1, 1999, the Court issued a proposed aitponing the trial and establishing a pre-tialims process. The final order
regarding the claims process was entered on Jadda000. Taco Bell moved for certification ofiammediate appeal of the Court-
ordered claims process and requested a stay pftlseedings. This motion was denied on Februa®p80. Taco Bell appealed this
decision to the Supreme Court of Oregon and thet@®mied Taco Bell's Writ of Mandamus on March 2000. A Court-approved
notice and claim form was mailed to approximatelys500 class members on January 31, 2000. A Codered pre-trial claims
process went forward, and hearings were held fomants employed or previously employed in seleGieb Bell restaurants. After
the initial hearings, the damage claims hearinggwéscontinued. Trial began on January 4, 2001March 9, 2001, the jury reached
verdicts on the
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substantive issues in this matter. A number ofahesdicts were in favor of the Taco Bell positibowever, certain issues were
decided in favor of the plaintiffs. A number of pealural issues, including possible appeals, retoaietermine the ultimate damages
in this matter.

We have provided for the estimated costs of thev@litigation, based on a projection of eligiblaichs (including claims filed to dat
where applicable), the cost of each eligible claime, estimated legal fees incurred by plaintiffd #re results of settlement
negotiations in these and other wage and houatitig matters. Although the outcome of this caseotbe determined at this time,
we believe the ultimate cost of this case in exoésse amounts already provided will not be maiteio our annual results of
operations, financial condition or cash flows. Aprgvisions have been recorded as unusual items.

On October 2, 1996, a class action lawsuit agdiasb Bell Corp., entitled Mynaf, et al. v. Taco Bebrp., was filed in the Superior
Court of the State of California of the County @fn$a Clara. The lawsuit was filed by two formertaesant general managers and two
former assistant restaurant general managers pingado represent all current and former Taco Bedkaurant general managers and
assistant restaurant general managers in Califofhia lawsuit alleged violations of California wag@d hour laws involving unpaid
overtime wages, and violations of the State Labmileé’s record-keeping requirements. The complagat ialcluded an unfair business
practices claim. Plaintiffs claimed individual dagea ranging from $10,000 to $100,000 each. On Sd#@el7, 1998, the court
certified a class of approximately 3,000 currerd former assistant restaurant general managereeatalirant general managers. Taco
Bell petitioned the appellate court to review thaltcourt's certification order. The petition wdanied on December 31, 1998. Taco
Bell then filed a petition for review with the Clalinia Supreme Court, and the petition was subsgtpudenied. Class notices were
mailed on August 31, 1999 to over 3,400 class mesnfeial began on January 29, 2001. Before cormtusf the trial, the parties
reached an agreement to settle this matter, amdeghinto a stipulation of discontinuance of theeca his settlement agreement is
subject to approval by the court of the terms asmtitions of the agreement and notice to the alafsan opportunity to object and
heard. We have previously provided for the costhisfsettlement as unusual items.

Other Litigation

C&F Packing Co., Inc. v. Pizza Hut, Inthis action was originally filed in 1993 by C&F Farg Co., Inc., a Chicago meat packing
company ("C&F"), in the United States District cofar the Northern District of lllinois. This law#alleges that Pizza Hut
misappropriated various trade secrets relating&b'€alleged process for manufacturing a precodtadihin sausage pizza toppir




C&F's trade secret claims against Pizza Hut waggrally dismissed by the trial court on statutdinfitations grounds. That ruling
was later overturned by the U.S. Court of Appeaidtie Federal Circuit in August 2000 and the egae remanded to the trial court
for further proceedings. On remand, Pizza Hut mdeedummary judgment on its statute of limitatiatefense. That motion was
denied in January 2001. This lawsuit is in the aisey phase and no trial date has been set. Sitralde secret claims against another
defendant were tried by a jury in late 1998 andjuing returned a verdict for C&F. Judgment on thatdict was affirmed by the U.S.
Court of Appeals for the Federal Circuit in Augasno.

TRICON believes that C&F's claims are without marit is vigorously defending the case. Howevevjéw of the inherent
uncertainties of litigation, the outcome of thiseaannot be predicted at this tirhikewise, the amount of any potential loss canre
reasonably estimated.
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Obligations to PepsiCo, Inc. After Spaff

In connection with the October 6, 1997 Spin-offnfr®epsiCo, Inc. ("PepsiCo") (the "Spin-off") weened into separation and other
related agreements (the "Separation AgreementsVerging the Spin-off transaction and our subsegredationship with PepsiCo.
These agreements provide certain indemnities tgiEep

The Separation Agreements provided for, among dttiegs, our assumption of all liabilities relatitgythe restaurant businesses,
including California Pizza Kitchen, Chevys Mexidaastaurant, D'Angelo’'s Sandwich Shops, East Sideand Hot 'n Now
(collectively the "Non-core Businesses"), and awlemnification of PepsiCo with respect to theshiliikes. We have included our
best estimates of these liabilities in the accomjpanFinancial Statements. Subsequent to Spinetéffims were made by certain Non-
core Business franchisees and a purchaser of ahe dlusinesses. To date, we have resolved thggetds within amounts previously
recorded.

In addition, we have indemnified PepsiCo for angtsr losses it incurs with respect to all lette#frsredit, guarantees and contingent
liabilities relating to our businesses under whigpsiCo remains liable. As of March 24, 2001, Repsemains liable for
approximately $129 million related to these congingies. This obligation ends at the time PepsiCelé&ased, terminated or replaced
by a qualified letter of credit. We have not beequired to make any payments under this indemnity.

Under the Separation Agreements, PepsiCo maintalinsontrol and absolute discretion with regardcatty combined or consolidated
tax filings for periods through October 6, 1997p$§i€o also maintains full control and absolute @ion regarding any common tax
audit issues. Although PepsiCo has contractuallgedjto, in good faith, use its best efforts tdlesetl joint interests in any common
audit issue on a basis consistent with prior pcactihere can be no assurance that determinatiade by PepsiCo would be the same
as we would reach, acting on our own behalf. ThioMgrch 24, 2001, there have not been any detetimitsamade by PepsiCo
where we would have reached a different deterngnati

We also agreed to certain restrictions on our astto help ensure that the Spin-off maintainethitsfree status. These restrictions,
which were generally applicable to the two-yeaiiguefollowing October 6, 1997, included among ottiengs, limitations on any
liquidation, merger or consolidation with anothentpany, certain issuances and redemptions of oom@m Stock, our granting of
stock options and our sale, refranchising, distidvuor other disposition of assets. If we failedabide by these restrictions or to
obtain waivers from PepsiCo and, as a result, the-6ff fails to qualify as a takee reorganization, we will be obligated to indéfy!
PepsiCo for any resulting tax liability, which cdle substantial. No payments under these indezsrifave been required or are
expected to be required. Additionally, PepsiCaniitied to the federal income tax benefits reldtethe exercise after the Spin-off of
vested PepsiCo options held by our employees. Werese the payroll taxes related to the exerciseesfe options as incurred.
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9. Share Repurchase Progran



In 1999, our Board of Directors authorized the repase of up to $350 million, excluding applicatvensaction fees, of our
outstanding Common Stock. During the first quaofe2000, we repurchased approximately 3.9 millibares for $138 million at an
average price per share of approximately $36. $here Repurchase Program was completed in thedseoanter of 2000. In total fi
2000, we repurchased approximately 6.4 million ebdor $216 million at an average share price df $3

In February 2001, our Board of Directors authoriagtew Share Repurchase Program, which authorizegsrepurchase, over a two-
year period, up to $300 million, excluding appliEatransaction fees, of our outstanding CommoniStdaring the first quarter of
2001, we repurchased approximately 263,000 sharegpproximately $10 million at an average pricegieare of approximately $37.
Based on market conditions and other factors, mhdit repurchases may be made from time to tinteéropen market or through
privately negotiated transactions, at the discretibthe Company.
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Management's Discussion and Analysis of Financial@dition and Results of Operations

Introduction

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON," or the "Comp&hnis comprised of the worldwide
operations of KFC, Pizza Hut and Taco Bell (theri€apts") and is the world's largest quick servestaurant ("QSR") company based on
number of system units. The following Managemddikussion and Analysis ("MD&A") should be readcionjunction with the unaudited
Condensed Consolidated Financial Statements, thédbary Statements and our annual report on F@4+/A for the fiscal year ended
December 30, 2000 ("2000 Form 10-K"). All Note refeces herein refer to the accompanying notesst€tndensed Consolidated Financial
Statements ("Financial Statements").

Throughout MD&A, we make reference to ongoing ofiegaprofit which represents our operating profitkeiding the impact of our facility
actions net (gain) loss and unusual items. See Blfdea discussion of these exclusions. We useioggperating profit as a key
performance measure of our results of operationpdgposes of evaluating performance internally anthe base to forecast future
performance. Ongoing operating profit is not a measlefined by accounting principles generally atea in the U.S. and should not be
considered in isolation or as a substitution foamees of performance in accordance with accouptimgiples generally accepted in the L

Significant Known Events, Trends or Uncertainties Epected to Impact 2001 Comparisons with
2000

The following factors impacted comparability of ogiing performance for the quarter ended Marci2R@]1 to the quarter ended March 18,
2000 or could impact comparisons for the remaind@001. Certain of these factors were previousdgussed in our 2000 Form 10-K.

AmeriServe Bankruptcy Reorganization Process

See Note 8 and the 2000 Form 10-K for a discussidhe impact of the AmeriServe Food Distributitmg. ("AmeriServe") bankruptcy
reorganization process on the Company.

Kraft Taco Shell Recall

In the fourth quarter of 2000, allegations were enbyl a public environmental advocacy group thadtrtgof corn taco shells, sold by Kraft
Foods, Inc. ("Kraft") in grocery stores under &iise to use the Taco Bell brand name, had indithtegresence of genetically modified
("GM™ corn which had only been approved by thel&aple U.S. governmental agencies for animal constion. In light of the allegations,
Kraft recalled this product line. We are not awafany evidence that suggests that the GM corssaiei presents any significant health risk to
humans. Nonetheless, consistent with our overalityuassurance procedures, we have taken signffaetions to ensure that our restaurant
supply chain is free of products containing the @dvin in question, and we will continue to take vevar actions are prudent or appropria
this regard.

Although we are unable to estimate the amount, elieve that our Taco Bell restaurants have expee@m negative impact on sales
following the allegations and the Kraft recall. \t¥& not currently believe this sales impact willdustained over the long ter
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Franchisee Financial Condition

Like others in the QSR industry, from time to tinseme of our franchise operators experience fidulfficulties with respect to their
franchise operations. At present, certain of cand¢hise operators, principally in the Taco Bellteys are experiencing varying degrees of
financial problems, primarily as a result of detlgnrestaurant sales in the Taco Bell system, whielbelieve were exacerbated by the
grocery product recalls of corn taco shells by Kimathe fourth quarter of 2000.

Depending upon the facts and circumstances of giagdtion, and in the absence of an improvemehtsiness trends, there are a number of
potential resolutions of these financial issueeskhinclude a sale of some or all of the operatestaurants to us or a third party, a
restructuring of the operator's business and/anfies, or, in the more unusual cases, bankruptiheadperator. It is our practice to
proactively work with financially troubled francl@®perators in an attempt to positively resolvér tissues.

In the fourth quarter of 2000, Taco Bell establslae$15 million loan program for those franchisieeseed of assistance due to the recent
sales declines in the Taco Bell system. All fundihgd been advanced by the end of the first quaft2001, and the resulting notes
receivable are included in Other Assets. In tdbas program has aided approximately 85 franchisegsring approximately 1,700 Taco Bell
restaurants. Additionally, Taco Bell is in variatages of discussions with a number of Taco Batidhisees, representing approximately
1,000 Taco Bell restaurants, and their lendersbélfieve that many of these franchisees will requingous types of business and/or financial
restructuring. Through April 2001, restructurings/ been completed for approximately 30% of thestaurants.

During the first quarter of 2001, TRICON chargedaalditional $7 million of expenses to ongoing ofiegaprofit principally related to
allowances for doubtful franchise and license fEmivables. These costs were reported as generaldaninistrative expenses. On an ong:
basis, we assess our exposure from franchise-tlalates, which include estimated uncollectibilitffaxcounts receivable related to franchise
and license fees, contingent lease liabilitiesrgutees to support certain third party financiahagements with franchisees and potential
claims by franchisees. The contingent lease ligdsliand guarantees are more fully discussed ictmtingent Liabilities section of Note 8.
Although the ultimate impact of these franchisafioial issues cannot be predicted with certainthiattime, we have provided for our
current estimate of the probable exposure to thafgamy as of March 24, 2001. It is reasonably pdéssiat there will be additional costs
which could be material to quarterly or annual hessof operations, financial condition or cash flaw

The Taco Bell franchise financial situation posesdain risks and uncertainties to us. The moreifsdgmt of these risks and uncertainties are
described below. Significant adverse developmentkis situation, or in any of these risks or utaieties, could have a material adverse
impact on our quarterly or annual results of operat financial condition or cash flows.

We intend to continue to proactively work with fiva@ally troubled franchise operators in an attetogiositively resolve their issues.
However, there can be no assurance that the nushiranchise operators or restaurants experierfoiagcial difficulties will not change
from our current estimates. Nor can there be asyrasce that we will be successful in resolvingiicial issues relating to any specific
franchise operator. Additionally, there can be ssuaance that resolution of these financial issuiksi0t result in Taco Bell purchasing a
significant number of restaurants from financidtiyubled Taco Bell franchise operators.

Unusual Items

We had unusual items of $2 million ($1 million aftex) and $4 million ($2 million after-tax) in tHest quarter of 2001 and 2000,
respectively. See Note 5 for a discussion of owsual items.
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Change in Casualty Loss Estima




Due to the inherent volatility of our actuariallgtdrmined casualty loss estimates, it is reasonaiggible that we will experience changes in
estimated losses which could be material to ouwtiran ongoing operating profit in 2001. See Not®Ba discussion of our casualty loss
programs.

Impact of New Unconsolidated Affiliates

Consistent with our strategy to focus our capitakey international markets, we formed new ventimegSanada and Poland with our largest
franchisees in both markets. The venture in Camaaformed in the third quarter of 2000 and thetwenin Poland was effective in the first
quarter of 2001. The Canadian venture operatesajppately 650 stores and the Poland venture opeegiproximately 100 stores. We did
not record any gain or loss on the transfer oftagsethese new ventures.

Previously, the results from the restaurants wermried to these ventures were consolidated. pact of these transactions on operating
results is similar to the impact of our refranchisactivities, which is described in the Store fédid Strategy section. Consequently, these
transactions resulted in a decline in our Compagss restaurant margin dollars and general andréstnative expenses as well as higher
franchise fees. We also record equity income (lssem investments in unconsolidated affiliatesqgfiity income") and higher franchise fees
in Canada since the royalty rate was increasethéme stores contributed by our partner to thewreniThe formation of these ventures did
not have a significant impact on ongoing operafirgfit in the first quarter 2001.

Impact of the Consolidation of an Unconsolidatefiliate

At the beginning of 2001, we consolidated a presfpunconsolidated affiliate in our Financial Stagnts as a result of a change in our intent
to temporarily retain control of this affiliate. iBhchange resulted in higher Company sales, restaurargin dollars and general and
administrative expenses ("G&A") as well as decrddenchise fees and equity income.

Euro Conversion

On January 1, 1999, eleven of the fifteen membentes of the European Economic and Monetary UI&iMU") adopted the Euro as a
common legal currency and fixed conversion rateewestablished. Greece has since adopted the simgkncy on January 1, 2001, taking
the total adopting countries to twelve. From Japdarl999 through no later than February 28, 2@0dopting countries will maintain a
period of dual currency, where both legacy curreseind the Euro can be used in day-to-day cregiséictions. Beginning January 1, 2002,
new Euro-denominated bills and coins will be isswed a transition period of up to two months Wwélgin during which local currencies will
be removed from circulation.

We have Company and franchised businesses in tyiad member countries, which are preparing ferdbnversion. To date, expenditures
associated with our conversion efforts have bekatively insignificant, totaling under $2 millioThese expenditures have been concentratec
mainly on consulting expenses for initial impacidiés and head office accounting systems. We cilyrestimate that the total spending over
the transition period will be approximately $5 il related to the conversion in the EMU membemtoes in which we operate stores.
Approximately 45% of these expenditures relateafoital expenditures for new point-of-sale and bafskestaurant hardware and software to
accommodate Euro-denominated transactions. Weviedlat adoption of the Euro by the United Kingdeould significantly increase this
estimate due to the size of our businesses thiativeeto our aggregate businesses in the adoptieimber countries in which we operate.

20

The pace of ultimate consumer acceptance of andaupetitors' responses to the Euro are currentipown and may impact our existing
plans. However, we know that, from a competitivespective, we will be required to assess the ingafproduct price transparency,
potentially revise product bundling strategies arehte Euro-friendly price points prior to 2002. déenot believe that these activities will
have sustained adverse impacts on our businesklesugh the Euro does offer certain benefits totoemsury and procurement activities,
these are not currently anticipated to be significa

We currently anticipate that our suppliers andritistors will continue to invoice us in local cunees until late 2001. We expect to begin
dual pricing in our restaurants in late 2001. Wpezt to compensate employees in Euros beginni@§02. We believe that the most critical
activity regarding the conversion for our businesseghe completion of the rollout of Euro-readyraf-sale equipment and software by the
end of 2001. Our current plans should enable b& tBuro-compliant prior to the requirements foisthehanges. Any delays in our ability to
complete our plans, or in the ability of our keyppliers to be Euro-compliant, could have a matexiblerse impact on our results of
operations, financial condition or cash flows.

Store Portfolio Strateg




Beginning in 1995, we have been strategically redpour share of total system units by selling Camprestaurants to existing and new
franchisees where their expertise can generallgweraged to improve our overall operating perfarogg while retaining Company
ownership of key U.S. and International marketss Portfolio-balancing activity has reduced, andl eéntinue to reduce, our reported
revenues and restaurant profits and has increhsdthportance of system sales as a key perfornraeesure. We expect to substantially
complete our refranchising program in 2001.

The following table summarizes our refranchisintaties:

12 Weeks Ended

3/24/01 3/18/00

Number of units refranchised 57 183
Refranchising proceeds, pre-tax $ 14 $ 83
Refranchising gains (losses), pre-tax $ 4 $ 47

In addition to our refranchising program, we haeetbclosing restaurants over the past several.yRassaurants closed include poor
performing restaurants, restaurants that are reddda a new site within the same trade area or RiZza Hut delivery units consolidated w
a new or existing dine-in traditional store witlire same trade area.

The following table summarizes Company store clesativities:

12 Weeks Ended

3/24/01 3/18/00

Number of units closed 61 50
Store closure costs (credits) $ 2 $ O
Impairment charges for stores to be closed in the f uture $ 3 3 1

The impact on ongoing operating profit arising froor refranchising and store closure initiativesvadi as the contribution of Company
stores to new unconsolidated affiliates as desdribb¢he Impact of New Unconsolidated Affiliatexsen, represents the net of (a) the
estimated reduction in Company sales, restaurargimand G&A; (b) the estimated increase in frasetfees; and (c) the increase or deci
in equity
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income. The amounts presented below reflect thmattd impact from stores that were operated Hpwuall or some portion of the
comparable period in 2000 and are no longer opetatais as of March 24, 2001.

The following table summarizes the estimated impactevenue of refranchising, store closures aadttintribution of Company stores to
unconsolidated affiliates:

12 Weeks Ended 3/24/01

u.S. International Worldwide
Reduced sales $ (137 ) $ (66) $ (203)
Increased franchise fees 6 4 10

Reduction in total revenues $ (131 ) $ (62) $ (193)




The following table summarizes the estimated impacbngoing operating profit of refranchising, staefosures and the contribution of

Company stores to unconsolidated affiliates:

u.s
Decreased restaurant margin $ (19
Increased franchise fees 6
Decreased G&A 2

Decreased equity income -

Decrease in ongoing operating profit $ (11

12
3/24/01

System sales(a) $ 4,97
Revenues

Company sales $ 1,32

Franchise and license fees 18
Total Revenues $ 1,50
Company restaurant margin $ 18
% of Company sales 14.1
Ongoing operating profit $ 18
Facility actions net gain (loss) (
Unusual items (
Operating Profit 17
Interest expense, net 3
Income Tax Provision 4
Net Income $ 8
Diluted Earnings Per Share $ 05

12 Weeks Ended 3/24/01

International Worldwide

) $ (6 $ (25
4 10

2 4
®3) ©)

) $ Q) $ (14

3/18/00 % B(W)

9 $ 4926 1

% 141% -
0 $ 199  (9)
2) 47  NM
2) @) 59
6 242 (27)
9 41 3
9 81 39

A. Represents combined sales of Company, unconsedicxfiliate, franchise and license restaurants.

Worldwide Restaurant Unit Activity

Unconsol
Company Affilia

idated
tes Franchisees Licensees Total



Balance at December 30, 2000 6,123 1,844 19,287 3,163 30,417

Openings 115 23 163 46 347
Refranchising (57) (6 ) 63 - -
Closures(a) (61) (20 ) (264)  (118)  (463)
Other (b) 141 (15 ) (126) - -
Balance at March 24, 2001 6,261 1,826 19,123 3,091 30,301
% of Total 20.7% 6.0% 63.1% 10.2% 100.0%

A. Includes 116 units closed by our Pizza Hut frasef in Thailand.
B. Includes 116 unconsolidated affiliate and 77 détase stores acquired by the Company as well a®bthany stores and 41 franchise
stores contributed to an unconsolidated affiliate.

Worldwide System Sales

System sales increased $53 million or 1%, afte¥sauBfavorable impact from foreign currency tranelat Excluding the impact of foreign
currency translation, this increase was driven dy nnit development, partially offset by store cies.

Worldwide Revenues

Company sales decreased $99 million or 7% in tisé duarter, after a 2% unfavorable impact froneign currency translation. Excluding
impact of foreign currency translation, the dechiveess primarily due to refranchising, the contributof Company stores to new
unconsolidated affiliates and store closures. Thieseeases were partially offset by new unit dgualent and acquisitions of restaurants f
unconsolidated affiliates and franchisees.

Franchise and license fees increased $8 millids%arafter a 2% unfavorable impact from foreign enny translation. Excluding the impact
of foreign currency translation, the increase wasged by units acquired from us and new unit depeient, partially offset by store closures.

Worldwide Company Restaurant Margin

12 Weeks Ended

3/24/01 3/18/00

Company sales 100.0% 100.0%
Food and paper 30.9 31.0
Payroll and employee benefits 27.9 28.8
Occupancy and other operating expenses 27.1 26.1
Restaurant margin 14.1% 14.1%

Restaurant margin as a percentage of sales irutmteq was flat as compared to the first quarté&208f0. The increase of approximately 10
basis points in U.S. restaurant margin was offget Hecrease of approximately 50 basis pointstermational restaurant margin.
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Worldwide General and Administrative Expenses

G&A increased $9 million or 5% in the first quart&he increase was primarily due to higher allovesnior doubtful franchise and license
receivables, principally at Taco Bell, as moreyfuliscussed in the Franchisee Financial ConditiectiBn. These costs were partially offse



the favorable impact of refranchising and the fdfaraof new unconsolidated affiliates.

Worldwide Other (Income) Expense

12 Weeks

Equity income $ (5
Foreign exchange net loss 1

3/18/00 % B(W)

$ (7 (29)
- NM
$ O (43)

The decline in equity income was primarily duedsses from our unconsolidated affiliate in Canauththe acquisition of one of our
unconsolidated affiliates. These declines werdgibroffset by improved operating results by omcansolidated affiliate in the United

Kingdom.

Worldwide Facility Actions Net (Gain) Loss

We recorded facility actions net loss of $2 milli@n the 12 weeks ended March 24, 2001 and fad@lityons net gain of $47 million for the
12 weeks ended March 18, 2000. See the Store Roi$ivategy section for more detail of our refraistng and closure activities and Note 5

for a summary of facility actions net (gain) loss.

Worldwide Ongoing Operating Profit

12 Weeks

United States $ 140
International 74

Foreign exchange net loss Q)
Unallocated and corporate expenses (33)

3/18/00 % B(W)

$ 156 (10)
75 )
- NM
(32) (2)

$ 199 )

U.S. and International ongoing operating profitttoe first quarter of 2001 are discussed in thpaesve sections.

Worldwide Interest Expense, Net

12 Weeks E
324001
Interest expense $ 42
Interest income 3)
Interest expense, net $ 39

3/18/00 % B(W)

$ 45 7
(4) (45)
$ 4 3

The decrease in our net interest expense compatéd first quarter of 2000 was primarily due tderease in the average interest rates on

variable rate debt.
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Worldwide Income Taxes

12 Weeks E nded
3/24/01 3 /18/00
Reported
Income taxes $ 49 % 81
Effective tax rate 35.6% 40.1%
Ongoing(a)
Income taxes $ 53 $ 62
Effective tax rate 37.3% 39.0%

A. Excludes the effects of facility actions net fgdioss and unusual items. See Note 5 for a dismus$ these items.

The decrease in our ongoing effective tax rateiimarily due to adjustments relating to prior yeansl a reduction in the tax on our
international operations resulting from the benefitlaiming available foreign tax credits for taxe be paid in 2001 against our U.S. income
tax liability. This decrease was partially offsgtdn unfavorable change in the mix of our earnings.

Diluted Earnings Per Share

The components of diluted earnings per common shiare as follows:

12 Weeks En ded(a)

3/24/01 3 /18/00

Ongoing operating earnings $ 059 $ 0.64
Facility actions net gain 0.01 0.18
Unusual items (0.01) (0.02)
Net income $ 059 $ 0.80

A. All computations were based on diluted shares58f million and 151 million for the 12 weeks endédrch 24, 2001 and March 18,
2000, respectively.

U.S. Results of Operations

12 Weeks Ended
3/24/01 3/18/00 % B(W)
System sales $ 3,229 $ 3,205 1
Revenues
Company sales $ 952 $ 1,047 9)
Franchise and license fees 118 115 3
Total Revenues $ 1,070 $ 1,162 (8)



% of Company sales 13.8% 13.7% 0.1 ppts.
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U.S. Restaurant Unit Activity

Company Franchi sees Licensees Total
Balance at December 30, 2000 4,302 12,86 2 2,873 20,037
Openings 41 6 1 45 147
Closures (52) (a0 4) (104) (259)
Balance at March 24, 2001 4,292 12,81 9 2,814 19,925
% of Total 21.6% 64.3 % 14.1% 100.0%

U.S. System Sales

System sales increased $24 million or 1%. Thisease was driven by new unit development, part@fset by store closures and same store
sales declines at Taco Bell.

U.S. Revenues

Company sales decreased $95 million or 9% in tisé duarter. As expected, the decline was primalily to the impact of refranchising and
store closures, partially offset by new unit depetent.

Blended Company same store sales for our threeeptsvere flat for the first quarter. An increas@average guest check was offset by
transaction declines. Same store sales at Pizzanttgtased 3%. Approximately 2% of the increase avasto a higher average guest check
and 1% due to an increase in transactions. Sameesdtes at KFC increased 2%, primarily due toeiased transactions. Same store sales at
Taco Bell decreased 6%. Transaction declines of W@%¢ partially offset by an increase in the averggest check.

Franchise and license fees grew $3 million or 3%e ihcrease was driven by units acquired from asreaw unit development, partially
offset by franchisee same store sales declinestanel closures.

U.S. Company Restaurant Margin

12W eeks Ended
3/24/01 3/18/00
Company sales 100.0% 100.0%
Food and paper 28.6 29.1
Payroll and employee benefits 31.0 31.7
Occupancy and other operating expenses  26.6 25.5
Restaurant margin 13.8% 13.7%

Restaurant margin as a percentage of sales increpgpeoximately 10 basis points in the quartercaspared to the first quarter of 2000. This
increase was primarily attributable to favorablieipg and product mix as well as favorable labalt aammodities costs. The labor
favorability was primarily due to a n-recurring charge in 2000. These increases wer@afhaxffset by higher occupancy and other co



primarily utilities and advertising, as well as woie declines at Taco Bell.

U.S. Ongoing Operating Profit

Ongoing operating profit decreased $16 million @%4lin the quarter. The decline was primarily duéh®unfavorable impact of expenses
related to allowances for doubtful franchise andnise fee receivables, principally at Taco Beftarechising and store closures. These
decreases were partially offset by Company newdatlopment.
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International Results of Operations
12 Weeks Ended
3/24/01 3/18/00 % B(W)

System sales $ 1,750 $ 1,721 2
Revenues

Company sales $ 374 $ 378 (1)

Franchise and license fees 62 57 9
Total Revenues $ 436 $ 435 -
Company restaurant margin $ 55 $ 57 4)
% of Company sales 14.7% 15.2% (0.5)ppts.
Ongoing operating profit $ 74 $ 75 Q)
International Restaurant Unit Activity

Uncons olidated
Company  Affil iates  Franchisees Licensees Total

Balance at December 30, 2000 1,821 1,844 6,425 290 10,380
Openings 74 23 102 1 200
Refranchising (57) (6) 63 - -
Closures(a) (10) (20) (160) (14) (204)
Other(b) 141 (15) (126) - -
Balance at March 24, 2001 1,969 1,826 6,304 277 10,376
% of Total 19.0% 17.6% 60.7% 2.7% 100.0%

A. Includes 116 units closed by our Pizza Hut frase# in Thailand.
B. Includes 116 unconsolidated affiliate and 77 détase stores acquired by the Company as well a®bthany stores and 41 franchise
stores contributed to an unconsolidated affiliate.

International System Sales

System sales increased $29 million or 2%, afté¥aurifavorable impact from foreign currency trariskat Excluding the impact of foreic



currency translation, this increase was driven dy nnit development and same store sales growttialpaoffset by store closures. We
experienced local currency system sales growtleynrkarkets including China, Japan, Korea, Mexiab the United Kingdom.

International Revenues

Company sales decreased $4 million or 1% in tis¢ Guarter, after a 7% unfavorable impact fromifpreurrency translation. Excluding the
impact from foreign currency translation, the irage was due to new unit development and acquisibbrestaurants from unconsolidated
affiliates and franchisees. These increases wetmlpaoffset by the contribution of Company stsrt® new unconsolidated affiliates and
refranchising.

Franchise and license fees increased approxim®&efgillion or 9%, after a 7% unfavorable impactfréoreign currency translation.
Excluding the impact of foreign currency translatithe increase was driven by new unit developmenits acquired from us and franchisee
same store sales growth. These increases werallyaoffset by store closures.
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International Company Restaurant Margin
12 Weeks Ended

3/24/01 3/18/00
Company sales 100.0% 100.0%
Food and paper 36.7 36.1
Payroll and employee benefits 20.0 20.7
Occupancy and other operating expenses 28.6 28.0
Restaurant margin 14.7% 15.2%

Restaurant margin as a percent of sales decreppeakanately 50 basis points in the quarter as amexbto the first quarter of 2000. This
decrease was primarily attributable to higher ojrgacosts in certain markets, the impact of adggitower margin stores and new unit start-
up costs. These decreases were partially offséidfavorable impact from the formation of new umsmlidated affiliates and refranchising
well as volume increases.

International Ongoing Operating Profit

Ongoing operating profit decreased $1 million or it%he quarter, after an 8% unfavorable impaatfforeign currency translation.
Excluding the impact of foreign currency translatithe increase in ongoing operating profit frorwnait development and same store sales
growth was partially offset by the unfavorable iropaf refranchising, spending on strategic initia and acquisition of restaurants.

Consolidated Cash Flows

Net cash provided by (used in) operating activitieseased $163 million to $145 million. The incseavas primarily due to a $63 milli
reduction in receivables related to the AmeriSéxaekruptcy reorganization process versus a nedbiu&4 million working capital related to
the AmeriServe bankruptcy reorganization procegharfirst quarter of 2000. Excluding the impactfieriServe, our operating working
capital reflects a net use of $66 million in 20@tsus a net use of $77 million in 2000.

Net cash used in investing activities was $140iomltompared to net cash used of $100 million efitst quarter of 2000. The increase
cash used in investing activities was primarily thuéower gross refranchising proceeds as a re$sklling fewer restaurants in 2001 versus
2000, the acquisition of 77 restaurants in Taiwaah ligher capital spending. These items were pligroéfset by a smaller increase in short-
term investments versus 2000.

Net cash provided by financing activities was $40ion in the first quarter of 2001 compared to $1&illion in the first quarter of 2000. Ti



decline was primarily due to a reduction in bornoga under our Revolving Credit Facility, partiadiffset by lower common stock
repurchases.

As more fully discussed in Note 9, we repurchas8chdllion shares of our Common Stock for approxieha$138 million, under the Share
Repurchase Program authorized in 1999, in thediratter of 2000. This Program was completed irD200February 2001, our Board of
Directors authorized a new Share Repurchase Pro@arng the first quarter of 2001, we repurcha26d,000 shares for approximately $10
million under this Program. Cumulatively, throughail, 2001, we have repurchased approximately B08&0ares for approximately $19
million.
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Financing Activities

Our primary bank credit agreement, as amendedngpased of a senior, unsecured Term Loan Fadility a $3 billion senior unsecured
Revolving Credit Facility (collectively referred &s the "Credit Facilities"), both of which matare October 2, 2002. Amounts outstanding
under our Revolving Credit Facility are expecteddotuate, but Term Loan Facility reductions may he reborrowed. At March 24, 2001,
we had unused Revolving Credit Facility borrowirgsilable aggregating $1.8 billion, net of outsiagdetters of credit of $189 million. We
believe we will be able to replace or refinancergm@aining Credit Facilities prior to maturity wittew borrowings which will reflect the
market conditions or terms available at that time.

The Credit Facilities subject us to significantimgst expense and principal repayment obligatiwhigh are limited in the near term, to
prepayment events as defined in the credit agreenmearest on the Credit Facilities is based ppalty on the London Interbank Offered
Rate ("LIBOR") plus a variable margin factor asidedl in the credit agreement. Therefore, our fubowowing costs may fluctuate
depending upon the volatility in LIBOR. We currgnthitigate a portion of our interest rate risk thgh the use of derivative financial
instruments. See Note 2 and our market risk disgonder further discussions of our interest raskri

As more fully discussed in Note 6, we issued $880am of unsecured Notes in April 2001. The issoamncluded $200 million of 8.5%
Senior Unsecured Notes due April 15, 2006 and $6#iton of 8.875% Senior Unsecured Notes due ApSi] 2011. We used the proceeds,
net of issuance costs, to reduce amounts outstaudider the Credit Facilities.

Consolidated Financial Condition

Assets increased $153 million or 4% to $4.3 billibhe increase is primarily attributable to inceshsapital spending, the acquisition of
restaurants in Taiwan and the recording of thevalue of derivatives due to the adoption of Staenof Financial Accounting Standards
("SFAS") No. 133 "Accounting for Derivative Instr@mts and Hedging Activities" ("SFAS 133"). See Ndt®r a discussion of the adoption
of SFAS 133.

Liabilities increased $45 million or 1% to $4.5ligih. The increase was primarily due to adjustmeelsted to the adoption of SFAS 133 and
increases in income taxes payable.

Excluding the impact of the AmeriServe bankruptegrganization process, our working capital defieitreased 6% to approximately $723
million at March 24, 2001 from $769 million at Dexker 30, 2000. Our working capital deficit, whictckides cash, short-term investments
and short-term borrowings, is typical restaurant operations where the majority of salega cash while payables to suppliers carry pay
terms generally ranging from 10-30 days. The dediiom year-end 2000 was primarily due to a sedsno@ase in prepaid expenses and an
increase in accounts receivable partially offseabyncrease in income taxes payable.

We believe the Company has adequate financial resstio meet its requirements in 2001 and beyond.
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Quantitative and Qualitative Disclosures About Market Risk of Financial Instruments

Market Risk of Financial Instruments

Our primary market risk exposure with regard t@finial instruments is to changes in interest raéscipally in the United States. We
attempt to minimize this risk and lower our ovetarowing costs through utilization of derivativstruments such as interest rate swaps,
collars and forward rate agreements.

We are also exposed to the impact of foreign cagreate fluctuations. We attempt to minimize thekrexposure to foreign currency rate
fluctuations on our investments in foreign openmagity financing those investments with local cucyedebt when practical. We also use
forward contracts on a limited basis to reduceeoqmosure to foreign currency rate fluctuationsaneifyn currency denominated financial
instruments and significant foreign currency denmated cash flows. Additionally, certain foreignmncy denominated cash, cash
equivalents and short-term investments are sutijdeix considerations and local regulatory restnst which limit our ability to utilize these
funds outside the country in which they are held.

At March 24, 2001, a hypothetical 100 basis paintéase in short-term interest rates would reaudtrieduction of $19 million in annual
income before income taxes. The estimated reduiibased upon the unhedged portion of our variaiedebt and assumes no change in
the volume or composition of debt at March 24, 20@laddition, the fair value of our interest rdgrivative contracts would increase
approximately $19 million in value to us, and th& ¥alue of our Senior Unsecured Notes would desseapproximately $24 million. Fair
value was determined by discounting the projecsest ¢lows.

Cautionary Statements

From time to time, in both written reports and @t@tements, we present "forward-looking statemiemthin the meaning of Section 27A of
the Securities Act of 1933, as amended, and Se2ti&@of the Securities Exchange Act of 1934, asraleé. The statements include those
identified by such words as "may," "will," "expéctanticipate,” "believe," "plan" and other simil@rminology. These "forward-looking
statements" reflect our current expectations aadased upon data available at the time of theratatts. Actual results involve risks and
uncertainties, including both those specific to @@npany and those specific to the industry, anddcdiffer materially from expectations.

Company risks and uncertainties include, but atdimited to potentially substantial tax contingescrelated to the Spin-off, which, if they
occur, require us to indemnify PepsiCo, Inc.; aursantial debt leverage and the attendant poteasitriction on our ability to borrow in the
future, as well as our substantial interest expamsieprincipal repayment obligations; our abilyréplace or refinance the Credit Facilities at
reasonable rates; potential unfavorable varianeesden estimated and actual liabilities including liabilities related to the sale of the non-
core businesses; the substantial dependence dweyuiistributor of restaurant products and equipnrethe United States and our ability to
ensure adequate supply of restaurant productsangreent in our stores; our ability to complete &uro conversion plans or the ability of
our key suppliers to be Euro-compliant; the ongdingncial viability of our franchisees and licersevolatility of actuarially determined
casualty loss estimates and adoption of new orgd®im accounting policies and practices.

Industry risks and uncertainties include, but ayelimited to, global and local business, econoamd political conditions; legislation and
governmental regulation; competition; success @frafing initiatives and advertising and promotiogdbrts; volatility of commodity costs
and increases in minimum wage and other operatistgravailability and cost of land and construgtimonsumer preferences, spending
patterns and demographic trends; political or eotnadnstability in local markets and currency excha rates.
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Independent Accountants' Review Report

The Board of Director



TRICON Global Restaurants, Inc.:

We have reviewed the accompanying condensed cdasedi balance sheet of TRICON Global Restauramtsand Subsidiaries
("TRICON") as of March 24, 2001 and the relateddmsed consolidated statements of income and kagh for the twelve weeks ended
March 24, 2001 and March 18, 2000. These condermesblidated financial statements are the respiibsitl TRICON's management.

We conducted our review in accordance with starmastiablished by the American Institute of CewifRublic Accountants. A review of
interim financial information consists principaldy applying analytical review procedures to finatcata and making inquiries of persons
responsible for financial and accounting matteris substantially less in scope than an audit gotedl in accordance with auditing standards
generally accepted in the United States of Ametloapbjective of which is the expression of amapi regarding the financial statements
taken as a whole. Accordingly, we do not expres$ sun opinion.

Based on our review, we are not aware of any naterbdifications that should be made to the cone@ér®nsolidated financial statements
referred to above for them to be in conformity watttounting principles generally accepted in théddnStates of America.

We have previously audited, in accordance with ttnglistandards generally accepted in the UniteteStaf America, the consolidated
balance sheet of TRICON as of December 30, 200Dt related consolidated statements of inconshy flaws and shareholders' deficit
comprehensive income for the year then ended msepted herein; and in our report dated FebrugrgdBL, except as to Note 18 which is
as of February 14, 2001 and Note 21 which is ddath 9, 2001, we expressed an unqualified opiniothose consolidated financial
statements. In our opinion, the information sethfan the accompanying condensed consolidated balsineet as of December 30, 2000, is
fairly presented, in all material respects, intielato the consolidated balance sheet from whitta$ been derived.

KPMG LLP

Louisville, Kentucky

May 1, 2001, except as to Note 8
which is as of May 2, 2001
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PART Il - Other Information and Signatures

Item 1. Legal Proceedings.

Information regarding legal proceedings is incogbed by reference from Note 8 to the Company's €oseld Consolidated
Financial Statements set forth in Part | of thizomé.

Item 6. Exhibits and Reports on For+K 8

(@)  Exhibit Index

EXHIBITS
Exhibit 12 ~ Computation of Ratio of EarningsHieed Charges

Exhibit 15  Letter from KPMG LLP regarding Urdited Interim
Financial Information (Acedants' Acknowledgment)

(b)  Reports on Formr-K



We filed a Current Report on Form 8-K dated Febrddr, 2001 attaching our fourth quarter and figesr
ended December 30, 2000 earnings release datedafrgldd, 2001.
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SIGNATURES

Pursuant to the requirement of the Securities Bxgha\ct of 1934, the registrant has duly causedréport to be signed on its behalf by the
undersigned, duly authorized officer of the registr

TRICON GLOBAL RESTAURANTS, INC.
(Registrant)

Date: May 7, 2001 Isl Brent A. Wamd
Vice President and Controller
(Principal Accounting Officer)
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EXHIBIT 12
TRICON Global Restaurants, Inc.
Ratio of Earnings to Fixed Charges Years Ended 2®3®%
and 12 Weeks Ended March 24, 2001 and March 18) 200
(in millions except ratio amounts)
53
Weeks e 52 Weeks ------ 12 Weeks Ended
2000 1999 1998 1997 1996 3/24/01 3/18/00

Ear ni ngs:
Pretax income from continuing operations
before cumulative effect of accounting
changes(a) 684 1,038 756 (35) 72 137 201



Minorities interests in consolidated
subsidiaries - - - - -

Unconsolidated affiliates' interests,

net(a) (13) (12) 100 (3 6 @ O
Interest expense(a) 190 218 291 290 310 42 45
Interest portion of net rent expense(a) 87 90 105 118 116 19 19
Earnings available for fixed charges 948 1,334 1,142 370 491 194 258

Fi xed Charges:

Interest Expense(a) 190 218 291 290 310 42 45
Interest portion of net rent expense(a) 87 90 105 118 116 19 19
Total Fixed Charges 277 308 396 408 426 61 64

Ratio of Earnings to Fixed
Charges(b)(c) 3.42x 4.33x 2.88x 0.91x 1.15x 3.18x 4.03x

A. Included in earnings for the years 1996 and 1&@7certain allocations related to overhead caostdraterest expense from PepsiCo.
For purposes of these ratios, earnings are cagmllat adding to (subtracting from) pretax inconmrfrcontinuing operations before
income taxes and cumulative effect of accountirgnges the following: fixed charges, excluding cafzed interest; (minority
interests in consolidated subsidiaries); (equigpme (loss) from unconsolidated affiliates); anstributed income from
unconsolidated affiliates. Fixed charges consishigfrest on borrowings, the allocation of PepssGQuterest expense for years 1996-
1997 and that portion of rental expense that apprates interest.

B. Included the impact of unusual items of $2 miili&l million after-tax) and $4 million ($2 millicafter-tax) for the 12 weeks ended
March 24, 2001 and March 18, 2000, respectively fIill year impact was $204 million ($129 millioftex-tax) in 2000, $51 million
($29 million after-tax) in 1999, $15 million ($3 lidn after-tax) in 1998, $184 million ($165 millocafter-tax) in 1997 and $246
million ($189 million after-tax) in 1996. Excludirthe impact of the unusual items, the ratio of esymto fixed charges would have
been 3.21x and 4.09x for the 12 weeks ended MatcRQD1 and March 18, 2000, respectively, and 4.4680x, 2.92x, 1.36x and
1.73x for the fiscal years ended 2000, 1999, 192987 and 1996, respectively.

C. For the fiscal year December 27, 1997, earnirgygunsufficient to cover fixed charges by approatiety $38 million. Earnings in
1997 includes a charge of $530 million ($425 millefter-tax) taken in the fourth quarter to refoous business.

EXHIBIT 15

Accountants' Acknowledgment

The Board of Directors
TRICON Global Restaurants, Inc.:

We hereby acknowledge our awareness of the useragport dated May 1, 2001, except as to Note Bhvis as of May 2, 2001, included
within the Quarterly Report on Form 10-Q of TRIC@bbal Restaurants, Inc. for the twelve weeks endarth 24, 2001, and incorporated
by reference in the following Registration Statetse



Description Reqistration Statement Number

Forms &£-3 and S-3/A

YUM Direct Stock Purchase Progre 33546242
$2,000,000 Debt Securitit 33342969
Form S-8s
Tricon Restaurants Puerto Rico, Inc. S-Up Plan 33:-85069
Restaurant Deferred Compensation F 33536877, 33-32050
Executive Income Deferral Progre 333-36955
TRICON Lon¢-Term Incentive Pla 335-36895, 33-85073, 33-32046
SharePower Stock Option PI 33536961
TRICON Lon¢-Term Savings Progra 33:-36893, 33-32048
Tricon Global Restaurants, Inc. Restaurant Gemdealager

Stock Option Pla 335-64547
Tricon Global Restaurants, Inc. Long Term IncentNan 33532052

Pursuant to Rule 436(c) of the Securities Act &33,%uch report is not considered a part of a tegisn statement prepared or certified by an
accountant or a report prepared or certified bp@ountant within the meaning of Sections 7 andflhe Act.

/s KPMG LLP
Louisville, Kentucky
May 7, 2001
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