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PART I
Iltem 1. Business.

TRICON Global Restaurants, Inc. (referred to heesiiTricon") was incorporated under the laws efstate of North Carolina in 1997. The
principal executive offices of Tricon are located 441 Gardiner Lane, Louisville, Kentucky 40218dats telephone number at that location
is (502) 874-8300.

Tricon, the registrant, together with its restati@rerating companies and other subsidiariesfésresl to in this Form 10-K annual report
("Form 10-K") as the Company. Prior to October 891, the business of the Company was conducteepgi®€o, Inc. ("PepsiCo") through
various subsidiaries and divisions.

This Form 10-K should be read in conjunction whk Cautionary Statements on page 41.
(a) General Development of Business

In January 1997, PepsiCo announced its decisispiteoff its restaurant businesses to sharehokiees) independent public company (the
"Spin-off"). Effective as of October 6, 1997, Pejsidisposed of its restaurant businesses by digitnipall of the outstanding shares of
common stock of Tricon to its shareholders. Tris@@mmon Stock began trading on the New York SExathange on October 7, 1997
under the symbol "YUM." (Prior to that date, froragsember 17, 1997 through October 6, 1997, TriocBolmmon Stock was traded on the
New York Stock Exchange on a "wt-issued"” basis). As used in this Form 10-K, refeesrto Tricon or the Company include the historical
operating results of the businesses and operatiansferred to the Company in the Spin-off andegxevhere indicated, include the non-core
businesses divested in 1997. Additionally, throughbis Form 10-K, the terms "restaurants," "stbeesd "units" are used interchangeably.

Information about the Spin-off and the non-coreitesses is included in the Management's DiscussidrAnalysis of Financial Condition
and Results of Operations ("MD&A") and the relat@ohsolidated Financial Statements and footnot&am 1, Iltem 7, pages 20 through 41;
and Part Il, Item 8, pages 42 through 81, respelgtivf this Form 10-K.

(b) Financial Information about Operating Segments

Tricon consists of four operating segments: KF@z®iHut, Taco Bell and TRICON Restaurants Inteomai ("Tricon International). For
financial reporting purposes, management consitierthree U.S. operating segments to be similay thedefore, has aggregated them into a
single reportable operating segment. Operating eagmformation for the years ended December 299 1Becember 26, 1998 and
December 27, 1997 is included in MD&A and the rda€onsolidated Financial Statements and footrintBart Il, Item 7, pages 20 through
41; and Part Il, Item 8, pages 42 through 81, retbpy, of this Form 10-K.

(c) Narrative Description of Business
General

Tricon is the world's largest quick service restati("QSR") company based on number of system,umits almost 30,000 units in 104
countries and territories. The Tricon organizai®ourrently made up of four operating companiegmnized around its three core concepts,
KFC, Pizza Hut and Taco Bell (the "Concepts"). o operating companies are KFC, Pizza Hut, Taelb&d Tricon International. KFC
based in



Louisville, Kentucky; Pizza Hut and Tricon Interiwattal are headquartered in Dallas, Texas; and Batlds based in Irvine, California.
Restaurant Concepts

Through its three widely-recognized Concepts, tbenflany develops, operates, franchises and licengesldwide system of restaurants
which prepare, package and sell a menu of compaiitpriced food items. These restaurants are ¢petay the Company or, under the terms
of franchise or license agreements, by franchisedisensees who are independent third partiebydnternational affiliates in which we own
a non-controlling equity interest ("Unconsolidagfdiliates").

The Company's franchise program is designed ta@ssusistency and quality, and the Company isteéein granting franchises. Under
standard franchise agreement, franchisees suppitatainitially by paying a franchise fee, purelag or leasing the land and building and
purchasing equipment, signs, seating, inventonessaipplies, and over the longer term, by reinugsti the business. Franchisees then
contribute to the Company's revenues through thiepat of royalties based on a percentage of sales.

The Company believes that it is important to mamgirong and open relationships with its franclssand their representatives. To this end,
the Company invests a significant amount of timekivay with the franchisee community and their reygretative organizations on all aspects
of the business, ranging from new products to ngwsment to new management techniques.

Tricon is engaged in the operation, developmeatdhising and licensing of a system of both tradal and non-traditional QSR units. Non-
traditional units include express units and kioskéch have a more limited menu and operate in tnaditional locations like airports, gas &
convenience stores, stadiums, amusement parksodiades, where a full-scale traditional outlet wbabt be practical or efficient. In
addition, as of year-end 1999, there were 745 umitise worldwide system housing more than one €phdOf these, 728 units offer food
products from two of the Concepts (a "2n1"), andifiits offer food products from each of the Consdpt"3n1").

In each Concept, consumers can dine in and/or cartrfood. In addition, Taco Bell and KFC offer i@ve-thru option in many stores, and
Pizza Hut offers a drive-thru option on a much manéted basis. Pizza Hut and, on a much more édhibasis, KFC offer delivery service.

Each Concept has proprietary menu items and eng#sattie preparation of food with high quality irdjemts as well as unique recipes and
special seasonings to provide appealing, tastyaftractive food at competitive prices.

Following is a brief description of each Concept.

KF

KFC was founded in Corbin, Kentucky, by Colonel ldad D. Sanders, an early developer of the quickicefood business and a pioneer of
the restaurant franchise concept. The Colonel prdehis secret blend of 11 herbs and spices fatu¢gy Fried Chicken in 1939 and signed
up his first franchisee in 1952. KFC now has mbant5,200 units in the U.S., and almost 5,600 umi&! countries and territories outside
the U.S. Approximately 28 percent of the U.S. uaitgl 21 percent of the non-U.S. units are opefayagtie Company.
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While product offerings vary throughout the worldeisystem, all KFC restaurants offer fried chickesducts and many also offer non-fried
chicken-on-the-bone products. These products arkatesl under the names Original Recipe, Extra T@sigpy and Tender Roast, among
others. Other principal entree items include chickendwiches and Colonel's Crispy Strips, andosedly, Chunky Chicken Pot Pies. KFC
restaurants also offer a variety of side itemshaghbiscuits, mashed potatoes and gravy, colestaw, Potato Wedges (in the U.S.) and
french fries (outside of the U.S.), as well as dessand non-alcoholic beverages. Their decorasaaiterized by the image of the Colonel and
KFC's distinctive packaging includes the "Bucketthicken.

As of year-end 1999, KFC was the leader in the th&ken QSR segment among companies featuringremias their primary product
offering, with a 55 percent market share in thgnsent which is almost seven times that of its dbsational competitor.

Pizza Hut

Pizza Hut operates in 88 countries and territdhesughout the world under the name "Pizza Hut" f@adures a variety of pizzas, including
The Big New Yorker, Pan Pizza, Thin n' Crispy, IBiza Stuffed Crust, Hand Tossed and Sicilian, edfdred with a variety of different
toppings. Pizza Hut also features beverages arshnre restaurants, breadsticks, pasta, saladsaddighes. The distinctive Pizza Hut de
features a bright red roof.

The first Pizza Hut restaurant was opened in 185&/ichita, Kansas, and within a year, the firshfaise unit was opened. Today, Pizza Hut
is the largest restaurant chain in the world spieaig in the sale of ready-to-eat pizza produéisof year-end 1999, the Concept had grown
to more than 8,000 units in the U.S., and more $)800 units outside of the U.S. Approximately 29gent of the U.S. units and 20 percent

of the non-U.S. units are operated by the Company.

As of year-end 1999, Pizza Hut was the leaderénils. pizza QSR segment, with a 21 percent mahae in that segment which is 75
percent more than its closest national competitor.

Taco Bell

Taco Bell operates in 15 countries and territottiesughout the world under the name "Taco Bell" apdcializes in Mexican style food
products, including various types of tacos, busiit@orditas, Chalupas, salads, nachos and otleedatems. Taco Bell units feature a
distinctive bell logo on their signage.

The first Taco Bell restaurant was opened in 196&lken Bell in Downey, California, and in 1964, tlirst Taco Bell franchise was sold. By
yearend 1999, there were almost 6,900 Taco Bell wniitsin the U.S., and more than 200 units outsidthefU.S. Approximately 17 percent
of the U.S. units and 16 percent of the non-U.&sware operated by the Company.

Taco Bell is the leader in the U.S. Mexican QSRse, with a market share in that segment of 72quer

Tricon International

The international operations of the three Tricom€pts are consolidated into a separate interrstaperating company, which has directed
its focus toward generating more system growthuthafranchisees and concentrating its developmie@bmpany units in those markets
with sufficient scale. Tricon International has dBped new global systems and tools designed toowepmarketing, operations consistency,
product delivery, market planning and developmeutt faanchise support capability.
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The Company has almost 9,800 units in the systdsidaiof the U.S. Approximately 20 percent of th&knontU.S. units are operated by 1
Company. In 1999, Tricon International accounted3f® percent of the Company's total system sald2@rpercent of the Company's total
revenues.

Operating Structure

In all three of its Concepts, the Company eithezrafes units or they are operated by independantiiisees or licensees. Franchisees can
range in size from individuals owning just a fewtsitio large publicly traded companies. In additite Company patrticipates in
Unconsolidated Affiliates who operate as franchssées of year-end 1999, approximately 23 percertrafon's worldwide units were
operated by the Company, approximately 62 perceftamchisees, approximately 11 percent by licessaw approximately 4 percent by
Unconsolidated Affiliates.

Refranchising

Beginning in 1995, the Company began rebalanciagiistem toward more franchisee ownership to fasugsources on what it believes
high growth potential markets where it can morégfhtly leverage its scale. Since the strategyabethe Company has refranchised 5,138
units: 1,435 units in 1999, 1,373 units in 199807, units in 1997, 659 units in 1996 and 264 unitk995. As a result of the Company's
refranchising activity, coupled with new pointsditribution added by franchisees and licenseegtag@rogram to upgrade the asset
portfolio by closing underperforming stores, then@any's overall ownership of total system unitdided 24 percentage points in five years
from 47 percent at year-end 1994 to 23 percentat-gnd 1999. The refranchising program is expectedntinue, in the near term, but as
Company ownership approaches approximately 20 penadranchising activity is expected to substdhtidecrease. The continuation of the
program depends on the Company's ability to idematifd sell to qualified franchisees Company restatsrat prices and terms considered by
the Company to be appropriate. There can be noaasseias to whether, or to what extent, managewiéiriie able to effect refranchising
activities in the future.

Competitive Advantages
Global Scale

Powerful Concepts in Growing Food Categories. KPi2za Hut and Taco Bell are three of the most reizegl restaurant Concepts in the
world. Each is the U.S. leader in terms of marketrs and number of units in its respective fooeégatty. The Company believes that the 1
universal appeal of chicken and pizza provide @ngtifoundation for global Concept expansion, amd the emerging trend towards Mexican-
style foods may provide additional growth opportisi.

Worldwide Capabilities. Based on available industaya, Tricon is the world's largest QSR compangsueed by system units and the sec
largest based on system sales. In terms of infenatlocations, the Company believes that, aseaiyend 1999, its total of almost 9,800
system units outside the U.S. was second only tbdniald's Corporation. The Company has global scapabilities in marketing,
advertising, purchasing and research and developftR&D"). Tricon believes that its worldwide netwoof Company and franchise
operations provides a strong foundation from whakxpand in existing markets, enter new marketislamch new products and marketing
campaigns. In many countries and regions, the Cagnpas the scale to use extensive television adiregt an important factor in increasing
brand awareness. The Company's scale enablesagtiiate superior marketing promotions when coegbém many of its competitors.
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Purchasing/Distribution Network. The Company isibstantial purchaser of a number of food prodwstd, it believes its scale purchasing
capabilities provide it with competitive advantagesh as its ability to ensure a consistent supphigh quality food, ingredients and other
supplies at attractive prices to all of its Consept 1996, to ensure reliable sources, the Compangolidated most of its worldwide food
supply procurement activities under an internahaigation now called Supply Chain Management, wkimlirces, negotiates contracts and
buys specified food and supplies from hundredsuppbers in a significant number of countries aaditories. Supply Chain Management
monitors market trends and seeks to identify amitaiize on purchasing opportunities that will enbathe Company's competitive position.
The principal products purchased include beef, edeghicken products, cooking oils, corn, flouttuee, paper and packaging materials, f
beans, pork, seasonings, soft drink beverage ptedumd tomato products.

Effective as of March 1, 1999, the Company, aloiitfp the KFC National Purchasing Cooperative, Ind eepresentatives of the Company's
KFC, Pizza Hut and Taco Bell franchisee groupsnfmt the Unified FoodService Purchasing Co-op, Lt (Unified Co-op") for the
purpose of purchasing certain restaurant produatsguipment in the U.S. The core mission of thdi&hCo-op is to provide the lowest
possible sustainable store-delivered prices faateant products and equipment. This arrangemenbiees the purchasing power of the
Company and franchisee restaurants in the U.Schathe Company believes will further leverage ty&em's scale to drive cost savings and
effectiveness in the purchasing function. Annuathpasing volume for the new Unified Co-op is expedob exceed $4 billion, making it the
largest purchasing cooperative of its kind in ttf&Rdndustry. The Company also believes that thdi€thiCo-op should result in an even
closer alignment of interests and a stronger aiatip with its franchisee community.

To ensure the wholesomeness of all food produasl®rs are required to meet or exceed strictijuedntrol standards. Lontgrm contract
and long-term vendor relationships have been usedgure availability of products. The Companyhatsexperienced any significant
continuous shortages of supplies. Prices paidhiesd supplies may be subject to fluctuation. Whaegp increase, the Company may be able
to pass on such increases to its customers, althitngge is no assurance this can be done in theefut

Historically, many food products, paper and packggupplies, and equipment used in the operatisheo€ompany's restaurants have been
distributed to individual Company units by Pepsiimd Services ("PFS"), which was PepsiCo's restadiiatribution operation prior to its
disposition in 1997 as described below. PFS allband distributed these same items to many fraeelsi and licensees that operate in the
three restaurant systems, though principally ta@Hut and Taco Bell franchised/licensed unithaW.S. In May 1997, KFC, Pizza Hut and
Taco Bell entered into a fivgear Sales and Distribution Agreement with PFSistridute the majority of their food and supplies Company
stores, subject to PFS maintaining certain perfoaadevels. The Sales and Distribution Agreemenatbe effective upon the closing of the
sale by PepsiCo of the distribution business of BFSmeriServe Food Distribution, Inc. ("AmeriSetyea subsidiary of Holberg Industries,
Inc., pursuant to a definitive agreement datedf&8ay 23, 1997, as amended.

Effective as of November 1, 1998, the Company, KFi2za Hut and Taco Bell entered into an amendddestated Sales and Distribution
Agreement with AmeriServe (the "Amended AmeriSekgeeement") which provided for the extension of them of the original agreement
with PFS for an additional period of two and ond-fiaars to January 2005. The Amended AmeriServeedment substantially modifies the
way in which distribution fees are calculated, amdudes incentives for utilizing more efficiensttibution practices by both parties. The
Amended AmeriServe Agreement, which continues tecall Company KFC, Pizza Hut and Taco Bell restats in the U.S. (including
Pizza Hut and Taco Bell units sold pursuant toGbenpany's refranchising program), also providesaftwo and ondalf year renewal optic
that could extend the contract, based on markesr#trough July 2007. Under the terms of the AredmdimeriServe Agreement, Company
KFC, Pizza Hut and Taco Bell restaurants in the. ({t& "Company Restaurants") may not, excepiitdéid circumstances which generally
relate to availability of supply, use



alternative distributors. AmeriServe also providetribution services to a substantial portionhef Pizza Hut and Taco Bell franchise syst
and, to a lesser extent, the KFC franchise system.

On January 31, 2000, AmeriServe filed for protattimder Chapter 11 of the U.S. Bankruptcy Code. ASeeve has advised the Company
that it intends to prepare and file with the Bamtoy Court a plan of reorganization in the future.

The Company, the Unified Co-op and key represemstof the Tricon franchise community are workitasely together to proactively
address the AmeriServe bankruptcy situation anéldgvappropriate contingency plans. The Compargniht to take all actions reasonably
necessary and prudent to ensure continued suppgstaurant products and equipment to the Tricstaneant system, and to minimize any
incremental costs or exposures related to the Aeeve bankruptcy. The significant actions thatGloenpany has taken to date are described
below.

On February 2, 2000, the Company and another naj@riServe customer agreed to provide a $150 miliderim "debtor-in-possession”
revolving credit facility (the "Facility") to Ame8erve. The Company initially committed to provigeta $100 million under this Facility.
However, the Company has reached an agreemenintige to assign $30 million of its commitmentadhird party, reducing the Compar
total commitment under the Facility to $70 milliokmeriServe has advised the Company that it ivelgtiseeking to arrange alternative
debtor-in-possession financing to replace the Facil

In addition to the Company's participation in treifity, to help ensure that the Tricon supply chedntinues to remain open, the Company
has begun to purchase (and take title to) supgirestly from suppliers (the "Temporary Direct Pusse Program") for use in Company
Restaurants, as well as for resale to KFC, PizzzaHd Taco Bell franchisees and licensees who pusly purchased supplies from
AmeriServe (collectively, the "Franchise RestawsgntAmeriServe has agreed, for the same fee aceffrior to the bankruptcy filing, to
continue to be responsible for distributing supplad providing ordering, inventory, billing andleotion services to Company Restaurants
and Franchise Restaurants. To date, this arrangdraeirbeen effective in ensuring supplies to Compestaurants and Franchise
Restaurants, and the Company has not experiengesignificant supply interruption.

Further, the Company has commenced contingencyiplgrand believe that it can arrange with an a#téve distributor or distributors to
meet the needs of the Company Restaurants andHisariRestaurants if AmeriServe is no longer abkediequately service those Restaurants
or if otherwise permitted by the U.S. Bankruptcyu@o

As in most bankruptcies involving a primary suppbe distributor, the AmeriServe bankruptcy posedain risks and uncertainties to the
Company, as well as to KFC, Pizza Hut and Taco Bafichisees that rely on AmeriServe to distriuigducts to their restaurants. The more
significant of these risks and uncertainties asedbed below. Significant adverse developmentmniy of these risks or uncertainties could
have a material adverse impact on the Companyitsexf operations, cash flow or financial conditio

The Company expects to incur costs in connectidh thie Temporary Direct Purchase Program, inclutliregcost of additional debt incurred
to finance the inventory purchases and to carrygheivables arising from inventory sales. Whike @ompany believes that adequate
inventory control and collections systems are ace| it may also incur costs related to the pdéyiloif inventory obsolescence and
uncollectible receivables from its franchisees. Toenpany expects to mitigate, if not fully offsétese costs through discounts granted by
suppliers for prompt payments. The Company als@etspto incur certain one-time unusual costs asaltrof the AmeriServe bankruptcy,
primarily consisting of professional fees.



The Company intends to continue to work with Ameri& and suppliers to meet the Company's suppldsnebile AmeriServe seeks to
reorganize. Due to the uncertainties surroundingA8erve's reorganization, the Company cannot gréu ultimate impact, if any, on its
businesses. There can be no assurance that tHigyRaiti be sufficient to meet AmeriServe's cagiquirements or that the Company will be
able to fully recover the amount advanced undefFtmlity. There can be no assurance that AmeriSeiilt be successful in arranging
replacement debtor-in-possession financing onfaatry terms, or that a plan of reorganizationAaneriServe will ultimately be confirmed,
or if confirmed, what the plan will provide. Additaally, there can be no assurance that AmeriSeitVbavable to maintain the Company's
supply line indefinitely without additional finamg or at current contractual rates.

Each of the Concepts currently has a multi-yeatrashwith AmeriServe which is subject to the UBankruptcy Court procedures during the
reorganization process. As stated above, the Coyripelieves that it can arrange with an alternatiiggributor or distributors to meet the
needs of the Company Restaurants and FranchisauRasts if AmeriServe is no longer able to adeduagrvice those restaurants or if
otherwise permitted by the U.S. Bankruptcy Coute Tompany could, however, experience some shontdelays due to the time required
to qualify and contract with, and transition thesimess to, other distributors. There can be norassa that the cost of these alternatives
would be at the same rates the Company currengly peneriServe.

The Company believes that it may have a set-oféooupment claim against amounts owed by the CasitcemeriServe under the
Amended AmeriServe Agreement that would allow tleenBany to recover certain costs and damages thasiincurred (or may incur) as a
result of AmeriServe's failure to perform its cawttiual obligations to Company Restaurants botir poiand after the bankruptcey filing. Wh
the Company intends to assert this claim, therebeamo assurance that it will be successful.

Without regard to the final outcome of the Ameri&ebankruptcy proceedings, it is the Company'sitite to take whatever steps are
reasonably required to ensure continued supplesthurant products and equipment to the Tricoaueaht system. To the extent the
Company incurs any ongoing incremental costs asaltrof the AmeriServe bankruptcy or actions eglahereto, it intends to mitigate those
costs to the maximum extent possible through as@sonable management actions.

Tricon, KFC, Pizza Hut, Taco Bell and Tricon Intational have also entered into multi-year agreemaith Pepsi-Cola Company regarding
the sale of Pepsi-Cola beverage products at Comgtang's.

Strong Cash Flow

As indicated in Items 7 and 8, the Company has ggee significant cash flows from operating aci@stand through its global refranchising
program. This cash flow has funded existing openati capital expenditures and debt reduction of $2€l billion since the Spin-off. This
cash flow has also allowed the Company to fundstiment in existing and new restaurant units, protlumvation and quality, improved
operating platforms leading to improved servicéimation technology systems, stdesrel human resources including recruiting anchiray
and creative marketing programs. Additionally, ttésh flow permitted the Company to repurchaserli®n shares of its stock through the
end of 1999 under the Company's share repurchageapn.

A discussion of the Company's financing activitiessh flow and liquidity is contained in MD&A in Ral, Item 7, pages 20 through 41.
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U.S. Growth Opportunities

Tricon believes it has many opportunities to achigrowth in both sales per unit and distributioaratels in its U.S. businesses due to the
following:

Daypart Expansion. The Company's strengths in maelsearch and R&D, combined with underdevelopsggbalds (segments of each
business day) in all three Concepts provide an appiby to increase the average sales per unit989, almost two-thirds of KFC and
approximately three-quarters of Pizza Hut systelessaccurred during the dinner occasion. At Tact, Bpproximately half of its system
sales occurred during the lunch occasion, with aBbpercent occurring at dinner and the remaiddeing snacking hours.

Channel Expansion. The Company believes that sogmif growth opportunities exist with respect ttivadgy services. The Company's
products, especially chicken and pizza, are wéléduo delivery because their relatively long hiotdtimes allow them to be delivered hot
and ready to eat. Today, Pizza Hut has a well-dgeel delivery system and over 450 KFC units culyeaffer some delivery services. In
addition, the Company believes there is opportuisitynovate with respect to the type of unit thast meets consumer needs. Some of the
alternative channels that are under developmehidemon-traditional units such as Taco Bell Expliesvenues such as shopping malls, food
courts, airports, gas and convenience stores, drabks.

Multi-Branding. The Company is actively pursuing titrategy of multi-branding, where two or morét®fConcepts are operated in a single
restaurant unit. As of year-end 1999, there weie$tem units housing more than one Concept. Bibating two or more of its Concepts

in one location, particularly those that have camptntary daypart strengths, the Company believasigenerate higher sales volumes from
such units, significantly improve returns on peit imvestment, and enhance its ability to penetsatgeater number of trade areas throughout
the U.S. Through the consolidation of market plagrinitiatives across all three of its Concepte, @ompany has established multi-year
development plans by trade area to optimize framchihnd company penetration of all three Conceptg@mimprove returns on its existing
asset base. The development of these multi-bramaiésimay be limited, in some instances, by prisvalopment and/or territory rights
granted to franchisees.

International Growth Opportunities

Focus on Key Growth Markets. Following the Spin-tiit Company redirected its international owngrsiiategy to focus on building
Company stores in what it believes are high grgvatential markets where it can more efficientlydeage its scale, while increasing
franchise penetration through franchise developraadtrefranchising in other international markésan example, the Company has
demonstrated considerable success in penetratiag &merging markets, with some of its highest n@stores in the world being operated
in China. In the future, the Company intends taifoa significant portion of its new-unit capital this and other high growth potential
markets.

Underdeveloped Presence. Although the Companytariichnchisees have established a presence indlOdries and territories, many of
these countries are still underpenetrated consigerdt only population size and growth, but alsogapita purchasing power. Even in
countries which have populations with similar papita purchasing power, the ratio of stores pelionipeople is still far below that found in
the U.S., and the Company believes there is siaifiopportunity to leverage an increasing demanddnvenient, fully prepared foods in
those countries.

Scale Advantages. Tricon International has thatalbd leverage not only the scale advantages ofiadtration, purchasing and R&D, but
also the experience of the Company's U.S. opemtimguickly identify new product opportunities focal markets.
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Human Resources and Management

The Company believes that high quality, customeu$ed restaurant management is critical to its-teng success. It also believes that its
leadership position, strong results-oriented aedgaition culture, and various training and inceatprograms help attract and retain highly
motivated restaurant general managers ("RGMs") araaccommitted to providing superior customer satigsbn and outstanding business
results. The Company believes that having a higllityurestaurant manager in a unit for a meanintgalre is one of the most important
factors in a unit's ability to achieve excellerguis in the areas of sales, profits and overadsggatisfaction.

The Company's restaurant management structuresuayieoncept and unit size. Generally, each Compeastaurant is led by an RGM,
together with one or more assistant managers, démgon the operating complexity and sales volufrth@ restaurant. Each restaurant
usually has between 10 and 35 hourly employeest ofi@ghom work part-time. The Company's four op@gtompanies each issue detailed
manuals covering all aspects of their respectiveratons, including food handling and product prapian procedures, safety and quality
issues, equipment maintenance, facility standamdsaacounting procedures. The restaurant managdesns are responsible for the day-to-
day operation of each unit and for ensuring comkawith operating standards. RGMs' efforts areitoced by area managers or market
coaches, who work with approximately nine to elesestaurants. The Company's restaurants are visttedtime to time by various senior
operators within their respective organizationbetp ensure adherence to system standards.

RGMs attend and complete their respective operatimgpany's required training programs. These progreonsist of initial training, as well
as additional continuing development and traininggpams that may be offered or required from timérhe. Initial manager training
programs generally last at least six weeks and asiph leadership, business management, supengkitls/(including training, coaching,

and recruiting), product preparation and produgtsafety, quality control, customer service, lalmanagement, and equipment maintenance.

Sale of Non-Core Concepts

In late 1996, the Company set a strategy to focusam and financial resources on growing the saldgeofitability of its core Concepts. As
a result, the non-core restaurant businesses db@ah Pizza Kitchen, Chevys Mexican Restauranfrgelo's Sandwich Shops, East Side
Mario's and Hot 'n Now (the "Non-core Businessegfje sold in 1997. The operations of these Non-Baignesses were not material to the
operations of Tricon.

Information about the Non-core Businesses is irsiuith MD&A and the related Consolidated Financi@t&ments and footnotes in Part 1,
Item 7, pages 20 through 41; and Part I, Itemaggs 42 through 81, respectively, of this Form 10-K

Trademarks and Patents

The Company has numerous registered trademarksesmide marks. The Company believes that manyesfeimarks, including its Kentuc
Fried Chicken(R), KFC(R), Pizza Hut(R) and Tacol@ltrademarks, have significant value and areeniaty important to its business. The
Company's policy is to pursue registration of igportant trademarks whenever possible and to opggseously any infringement of its
trademarks. The use of the Company's trademarksbghisees and licensees has been authorized@ Rizza Hut and Taco Bell franchise
and license agreements. Under current law andpviper use, the Company's rights in its trademeakslast indefinitely. The Company also
has certain patents on restaurant equipment, whicle valuable, are not material to its business.
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Working Capital
Information about the Company's working capitahiduded in MD&A in Part Il, Item 7, pages 20 thgiu41 of this Form 10-K.
Customers
The Company's business is not dependent upon k& siagtomer or small group of customers.
Seasonal Operations
The Company does not consider its operations &ehsonal to any material degree.
Backlog Orders
Company restaurants have no backlog orders.
Government Contracts

No material portion of the Company's business lgestt to renegotiation of profits or terminationamitracts or subcontracts at the electio
the U.S. government.

Competition

The overall food service industry and the QSR segrare intensely competitive with respect to foodldy, price, service, convenience,
restaurant location and concept. The restauraméssis often affected by changes in consumezgasational, regional or local economic
conditions; currency fluctuations; demographic tiertraffic patterns; the type, number and locatiboompeting restaurants; and disposable
purchasing power. The Company competes within ezatket with national and regional chains as welbaally-owned restaurants, not only
for customers, but also for management and hownggmnel, suitable real estate sites and qualifatthisees.

Research and Development

The Company operates R&D facilities in Louisvilkeentucky; Dallas, Texas; and Irvine, California.eT@ompany expensed $24 million in
1999 and $21 million in both 1998 and 1997 for R&MDivities.

Environmental Matters

The Company is not aware of any federal, stateaallenvironmental laws or regulations that willterally affect its earnings or competitive
position, or result in material capital expenditrgowever, the Company cannot predict the effadtoperations of possible future
environmental legislation or regulations. Durind®9there were no material capital expendituregfvironmental control facilities and no
such material expenditures are anticipated.

Government Regulation

U.S. The Company is subject to various federatesiad local laws affecting its business. Eacthef@ompany's restaurants must comply
with licensing and regulation by a number of goveental authorities, which include health, sanitateafety and fire agencies in the state or
municipality in which the restaurant is
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located. In addition, each of the Tricon operatinghpanies must comply with various state laws itbgtilate the franchisor/franchisee
relationship. To date, the Company has not beanifigntly affected by any difficulty, delay or fare to obtain required licenses or
approvals.

A small portion of Pizza Hut's net sales is attt@ile to the sale of beer and wine. A licensedgiired in most cases for each site that sells
alcoholic beverages (in most cases, on an annsa)kand licenses may be revoked or suspendecisecat any time. Regulations goverr
the sale of alcoholic beverages relate to manycsjoé restaurant operations, including the mininage of patrons and employees, hours of
operation, advertising, wholesale purchasing, itmmgncontrol and handling, storage and dispensfrajamholic beverages.

The Company is also subject to federal and state ¢verning such matters as employment and payipea, overtime, tip credits and
working conditions. The bulk of the Company's ergples are paid on an hourly basis at rates relatt#tetfederal minimum wage.

The Company is also subject to federal and state letbor laws which, among other things, prohthi¢ use of certain "hazardous equipment
by employees 18 years of age or younger. The Coyipas not to date been materially adversely aftebtesuch laws.

The Company continues to monitor its facilities fempliance with the Americans With DisabilitiestAtADA") in order to conform to its
requirements. Under the ADA, the Company coulddmpiired to expend funds to modify its restauramisetiter provide service to, or make
reasonable accommodation for the employment ofbdlsl persons. Expenditures, if required, wouldhaste a material adverse effect on the
Company's operations.

International. Internationally, the Company's resdaits are subject to national and local laws agdlations which are similar to those
affecting the Company's U.S. restaurants, incluthmg and regulations concerning labor, healthitaon and safety. The international
restaurants are also subject to tariffs and reiguisiton imported commaodities and equipment and lagslating foreign investment.
International compliance with environmental requoiests has not had a material adverse effect oGdingpany's results of operations, capital
expenditures or competitive position.

Employees

At year-end 1999, the Company employed approxim&®0,000 persons, approximately 70 percent of whame part-time employees.
Nearly 70 percent of the Company's employees apagmd in the U.S. The Company believes that it/jples working conditions ar
compensation that compare favorably with thosesgbiincipal competitors. Most Company employeespaid on an hourly basis. About 2
percent of the Company's U.S. employees are cousredllective bargaining agreements. The CompargysU.S. employees are subject to
numerous labor council relationships that vary ttuthe diverse cultures in which the Company omstathe Company considers its
employee relations to be good.

d) Financial Information about International andsUOperations

Financial information about International and Uhrkets is incorporated herein by reference frotec®ed Financial Data, MD&A and the
related Consolidated Financial Statements and fwesnn Part Il, ltem 6, page 19; Part Il, Itenp&ges 20 through 41; and Part Il, Item 8,
pages 42 through 81, respectively, of this FornkK10-
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Item 2. Properties.

As of year-end 1999, Tricon Concepts owned appratéhy 800 and leased approximately 4,200 uniteént.S.; and Tricon International
owned approximately 1,200 and leased approxim&@0byunits outside the U.S. Company restaurantsaritS. which are not owned are
generally leased for initial terms of 15 or 20 yeand generally have renewal options; howeveraliazt delivery/carryout units in the U.S.
generally are leased for significantly shorteriiterms with short renewal options. Unconsolidatdfiliates owned or leased approximately
1,200 units. Tricon leases Tricon Internationalld Rizza Hut's corporate headquarters in Dallasad.eTaco Bell leases its corporate
headquarters in Irvine, California and KFC owngitsporate headquarters and a research facilitpirisville, Kentucky. In addition, Tricon
owns an office facility in Wichita, Kansas (the "$tita Facility") and leases office facilities fara@unting services in both Louisville,
Kentucky, and Albuquerque, New Mexico. In 1998, pinenary operations conducted at the Wichita Fgciliere relocated to Louisville,
Kentucky, and Dallas, Texas, and the facility wiased. The Company expects to sell the Wichitalféaait a price which should at least
recover its current carrying amount, but canndtresie the timing of such a sale at this time. Addil information about the Company's
properties is included in the Consolidated Findrsiatements and footnotes in Part Il, Item 8, gatzthrough 81, of this Form 10-K.

The Company believes that its properties are gépénagood operating condition and are suitabletf@ purposes for which they are being
used.

Item 3. Legal Proceedings.

The Company is subject to various claims and cgstigies related to lawsuits, taxes, real estaté;cammental and other matters arising out
of the normal course of business. The following lsrief description of the more significant of taesitegories of lawsuits and other matters.
Except as stated below, the Company believesltleatltimate liability, if any, in excess of amouateeady provided for in these matters, is
not likely to have a material adverse effect onGloenpany's annual results of operations, finarcoallition or cash flows.

Franchising

A substantial number of the Company's restauraetfranchised to independent business people apgratder arrangements with the
Company. In the course of the franchise relatignahicasional disputes arise between the Compathitsafranchisees relating to a broad
range of subjects, including, without limitationyadity, service, and cleanliness issues, contestiegarding grants, transfers or terminations
of franchises, territorial disputes and delinquestments.

Employees

At any given time, the Company employs hundredfofisands of persons, primarily in its restaurdntaddition, thousands of persons, fi
time to time, seek employment with the Company ismcestaurants. From time to time, disputes aggarding employee hiring,
compensation, termination and promotion practices.

Like some other retail employers, Pizza Hut andoTBell recently have been faced in a few stateb aliegations 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, entitled Aguardo, et al. v.
Pizza Hut, Inc., et al. ("Aguardo"), was filed letSuperior Court of the State of California of @@unty of San Francisco. The lawsuit was
filed by three former Pizza Hut
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restaurant general managers purporting to repreggmoximately 1,300 current and former Califonr@ataurant general managers of Pizza
Hut and PacPizza. The lawsuit alleges violationstatfe wage and hour laws involving unpaid overtimages and vacation pay and seeks an
unspecified amount in damages. On January 12, 208@ ourt certified a class of approximately 1,80€rent and former restaurant general
managers. This lawsuit is in the early discovergggh

On October 2, 1996, a class action lawsuit agdiasb Bell Corp., entitled Mynaf, et al. v. Taco Bebrp. ("Mynaf"), was filed in the
Superior Court of the State of California of theuBty of Santa Clara. The lawsuit was filed by twmmier restaurant general managers and
two former assistant restaurant general managep®ging to represent all current and former Taedl Bestaurant general managers and
assistant restaurant general managers in Califofhia lawsuit alleges violations of California wagyed hour laws involving unpaid overtime
wages. The complaint also includes an unfair bgsipeactices claim. The four named plaintiffs clamdividual damages ranging from
$10,000 to $100,000 each. On September 17, 198&ailrt certified a class of approximately 3,00f@nt and former assistant restaurant
general managers and restaurant general manages BEIl petitioned the appellate court to revibe trial court's certification order. The
petition was denied on December 31, 1998. TacotBeii filed a petition for review with the CaliféanSupreme Court, and the petition was
subsequently denied. Class notices were mailedugugt 31, 1999 to over 3,400 class members. Disgdwes commenced, and a trial date
has been set for July 10, 2000.

On August 29, 1997, a class action lawsuit agdiasb Bell Corp., entitled Bravo, et al. v. TacolB&brp. ("Bravo"), was filed in the Circuit
Court of the State of Oregon of the County of Matirah. The lawsuit was filed by two former Taco B#lift managers purporting to
represent approximately 17,000 current and formoerli employees statewide. The lawsuit allegesatiohs of state wage and hour laws,
principally involving unpaid wages including oventt, and rest and meal period violations, and seeksispecified amount in damages.
Under Oregon class action procedures, Taco BellaNaged an opportunity to "cure" the unpaid wagd hour allegations by opening a
claims process to all putative class members poicertification of the class. In this cure progé&sco Bell has currently paid out less than $1
million. On January 26, 1999, the Court certifiedass of all current and former shift managersaesv members who claim one or more of
the alleged violations. The lawsuit is in the digery and pre-trial motions phase. A trial date of/Ember 2, 1999 was set. However, on
November 1, 1999, the Court issued a proposed gaitponing the trial and establishing a-trial claims process. The final order regarding
the claims process was entered on January 14, Za@0.Bell moved for certification of an immediatgpeal of the Court-ordered claims
process and requested a stay of the proceedingsmibtion was denied on February 8, 2000, and Batbintends to appeal this decision to
the Supreme Court of Oregon. A Court-approved eaditd claim form was mailed to approximately 14,8l88s members on January 31,
2000.

We have provided for the estimated costs of thea#dp, Mynaf and Bravo litigations, based on a miiga of eligible claims (including
claims filed to date, where applicable), the cdstaxh eligible claim and the estimated legal feearred by plaintiffs. Although the outcome
of these lawsuits cannot be determined at this, timeebelieve the ultimate cost of these casesdrsxof the amounts already provided will
not be material to our annual results of operatiéinancial condition or cash flows.

On February 10, 1995, a class action lawsuit, ledtiRyder, et al. v. Taco Bell Corp. ("Ryder"), wisd in the Superior Court of the State of
Washington for King County on behalf of approximte6,000 current and former Taco Bell employeaénting unpaid wages resulting
from alleged uniform, rest and meal period violati@nd unpaid overtime. In April 1996, the Courtitied the class for purposes of
injunctive relief and a finding on the issue obii&y. The trial was held during the first quar@r1997 and resulted in a liability finding. In
August 1997, the Court certified the class for jpsgs of damages as well. Prior to the damages pliése trial, the parties reached a court-
approved settlement process in April 1998. Thdesatint process is substantially complete, with teags 50 claims left to be resolved. We
have provided for the estimated cost of settlireséhremaining claims.
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Customers

The Company's restaurants serve a large and digarss-section of the public and in the coursesofiag so many people, disputes arise
regarding products, service, accidents and othétiensaypical of large restaurant systems suchasetof the Company.

Trademarks

The Company has registered trademarks and sendadespmany of which are of material importanceh® €ompany's business. From tim
time, the Company may become involved in litigatiordefend and protect its use of such registeradksn

Item 4. Submission of Matters to a Vote of Securityolders.

None.

Executive Officers of the Registrant

The executive officers of the Company as of Felyr@d; 2000, and their ages and current positiored #sat date are as follows:

Name Age Position

David C. Novak

David J. Deno

Gregg R. Dedrick

Aylwin B. Lewis

Christian L. Campbell

Robert L. Carleton
Jonathan D. Blum
Mark S. Cosby

Peter A. Bassi
Charles E. Rawley, Il

Michael S. Rawlings

Peter C. Waller

Peter R. Hearl

Terry D. Davenport

Michael A. Miles, Jr

Robert T. Nilsen

47 Vice Chairman o
Officer and Pr

42 Chief Financial

40 Executive Vice
Services

45 Executive Vice
Business Devel

49 Senior Vice Pre
Secretary

59  Senior Vice Pre
41  Senior Vice Pre
41  Chief Developme
50  President, Tric
49  Presidentand C

45 President and C
Hut

45 President and C
Bell

48 Executive Vice
International

42  Chief Concept O
Officer, KFC

38  Chief Operating

40  Chief Operating
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hief Operating Officer, KFC

hief Concept Officer, Pizza

hief Concept Officer, Taco
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David C. Novak is Vice Chairman of the Board, CHiskcutive Officer and President of Tricon. Fromdber 1997 to December 1999, he
served as Vice Chairman and President of Tricon.Ndwvak previously served as Group President andf@&xecutive Officer, KFC and
Pizza Hut from August 1996 to July 1997. Mr. Noyaikied Pizza Hut in 1986 as Senior Vice Presidelairketing. In 1990, he became
Executive Vice President, Marketing and NationdeSafor Pepsi-Cola Company. In 1992 he becamefCperating Officer, Pepsi-Cola
North America, and in 1994 he became PresidenCimef Executive Officer of KFC North Americ

David J. Deno is Chief Financial Officer of Tricdde has served in this position since November 1888m August 1997 to November
1999, Mr. Deno served as Senior Vice PresidentGhiidf Financial Officer of Tricon Restaurants Imational. From August 1996 to August
1997, Mr. Deno served as Senior Vice PresidentGhidf Financial Officer for Pizza Hut. From 1994Aagust 1996, Mr. Deno was Divisic
Vice President for the Southeast Division of Piklzd. Mr. Deno joined Pizza Hut in 1991 as Vice Rtest and Controller.

Gregg R. Dedrick is Executive Vice President anéeCReople Officer for Tricon. From July 1997 toWwmnber 1999, he served as Senior
Vice President and Chief People Officer. Mr. Dekigiceviously served as Senior Vice President, HuR@sources, for Pizza Hut and KF(
position he assumed in 1996. Mr. Dedrick joined$r€fmla Company in 1981 and held various personglated positions with Pepsi-Cola
from 1981 to 1994. In 1994, he became a Vice PeasjdHuman Resources for Pizza Hut, and in 1995elcame Senior Vice President of
Human Resources for KFC.

Aylwin B. Lewis is Executive Vice President, Opéoat and New Business Development for Tricon. Fdoiy 1997 to December 1999, he
served as Chief Operating Officer of Pizza Hut. Mawis previously served as Senior Vice Presid®perations for Pizza Hut, a position he
assumed in 1996. He served in various positiokd=&t, including Senior Director of Franchising anit& President of restaurant Support
Services, becoming Division Vice President, Operatifor KFC in 1993, and Senior Vice President, NGmcepts for KFC in 1995. Mr.
Lewis joined KFC in 1991 as a Regional General Mna

Christian L. Campbell is Senior Vice President, &ahCounsel and Secretary of Tricon. He has sernvéds position since September 1997.
From 1995 to September 1997, Mr. Campbell serveseasor Vice President, General Counsel and SegretaDwens Corning, a building
products company. Before joining Owens Corning, ®mmpbell served as Vice President, General CoamskeSecretary of Nalco Chemical
Company in Naperville, lllinois, from 1990 througB94.

Robert L. Carleton is Senior Vice President andt@dler of Tricon. He has served in this positiogncg August 1997. Mr. Carleton
previously served as Senior Vice President and rGlbert for PepsiCo from August 1982 to August 1997.

Jonathan D. Blum is Senior Vice President of Puhffairs for Tricon. He has served in this positisince July 1997. Mr. Blum previously
served as Vice President of Public Affairs for T&=ill, a position that he held since joining TacallBn 1993.

Mark S. Cosby is Chief Development Officer at Tricble has served in this position since Septem®@r.1From August 1996 to September
1997, Mr. Cosby was Senior Vice President Operat@evelopment for KFC. From March 1993 to Augusid,She held various positions at
KFC including Vice President of Planning, Vice Rdest of Purchasing, and Vice President of Openatior the North Central Division. Mr.
Cosby joined PepsiCo with Taco Bell in 1988.
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Peter A. Bassi is President of Tricon Restaurarterhational. He has served in this position sihdg 1997. Mr. Bassi served as Executive
Vice President, Asia, of PepsiCo Restaurants latenal from February 1996 to July 1997. From 189%996 he served as Senior Vice
President and Chief Financial Officer at PepsiCstRderants International. He served as Senior Viesiéent, Finance and Chief Financial
Officer at Taco Bell from 1987 to 1994. He joinegpBi-Cola Company in 1972 and served in variousag@ament positions at Frito-Lay,
Pizza Hut and PepsiCo Food Service International.

Charles E. Rawley, Il is President and Chief OpegaOfficer of KFC. Mr. Rawley assumed his pogitiof Chief Operating Officer in 1995
and President in 1998. Mr. Rawley joined KFC in3@8 a Director of Operations. He served as ViesiBent of Operations for the
Southwest, West, Northeast, and Mid-Atlantic Diets from 1988 to 1994, when he became Senior Miesident, Concept Development for
KFC.

Michael S. Rawlings is President and Chief Con€#fiter of Pizza Hut. He has served in this positsince July 1997. From 1991 to 1996,
Mr. Rawlings served as Chairman, President andf@Enxecutive Officer of DDB Needham Worldwide Dall&soup, a position he held
following the merger of Tracy-Locke, Inc. into DDNeeedham. Previously, Mr. Rawlings was General Managd Chief Operating Officer
of Tracy-Locke, Inc., a position he assumed in 1989

Peter C. Waller is President and Chief Concepto@ffof Taco Bell. He has served in this positiorcsiJuly 1997. Mr. Waller served as
Senior Vice President of Marketing of Taco Bellfr@ecember 1995 to June 1997. He previously h&gdsition of Senior Vice President
of Marketing for KFC from August 1994 to Decemb®®5. He joined PepsiCo in 1990 as Managing DireftiovWestern Europe, and
subsequently spent two years as Regional Mark&iregtor for KFC for the South Pacific and Southriéd.

Peter R. Hearl is Executive Vice President of Tmi€testaurants International. He has served irpthégtion since December 1998. Prior to
that, he was Region Vice President for Tricon Restats International in Asia Pacific, a positiondssumed in October 1997. From March
1996 to September 1997, Mr. Hearl was Regional Yiesident for Tricon Restaurants Internationahwésponsibility for Australia, New
Zealand and South Africa. Prior to that, he wasi®wg Vice President for KFC with responsibilityrfine United Kingdom, Ireland and
South Africa, a position he assumed in January 1B8%m September 1993 to December 1994, Mr. Heasl Regional Vice President for
KFC Europe.

Terry D. Davenport is Chief Concept Officer and €h¥arketing Officer of KFC. He has served in thasition since October 1998. From
September 1997 to October 1998 he was Chief Magk&difficer of KFC. From February 1997 to Septemt®97 he was Chief Marketing
Officer for Einstein Bagels in Golden, Coloradooifr September 1994 to February 1997 he was Sr.Rfiesident for Arby's in Ft.
Lauderdale, Florida. From June 1991 to Septemhb@4 h@ was Vice President, Marketing for Taco Belirvine, California.

Michael A. Miles, Jr. is Chief Operating Officer Bfzza Hut. He has served in this position sinceidey 2000. From May 1996 to December
1999, Mr. Miles served as Senior Vice Presidenhaept Development and Franchise. From December ttOAgril 1996, he was Division
Vice President for Pizza Hut. Mr. Miles joined Pi€sin May 1993 as Director of Strategic Planning.

Robert T. Nilsen is Chief Operating Officer of Ta8ell. He has served in this position since Jan2&30. From January 1999 to December
1999, he was Senior Vice President and Managingdiir of Tricon Restaurants International brandfiénSouth Pacific. From October 1¢
to January 1999, he served as Vice President amdditag Director of Tricon Restaurants Internatidmainds in the South Pacific. From
April 1996 to October 1997, Mr. Nilsen was Regioicé/President of Tricon Restaurants Internationtd w
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responsibility for franchise operations across Bd\gia, the Middle East and Hawaii. From 1995 tgilAt096, he was Managing Director 1
KFC and Pizza Hut in Southern Africa.

Executive officers are elected by and serve atltberetion of the Board of Directors.
PART II

Item 5. Market for the Registrant's Common Stock aml Related Stockholder

Matters.

The Company's Common Stock trades under the sy¥ibd and is listed on the New York Stock Exchangke Tollowing sets forth the
high and low composite closing sale prices by guast the Company's Common Stock.

1999 1998
Quarter High Low High Low
First $691/2 $ 46 $ 305/8 $ 25 15/16
Second 73 1/2 50 1/4 331/8 29 9/16
Third 56 3/8 35 3/4 40 3/4 29 15/16
Fourth 451/8 37 11/16 49 1/2 331/4

The approximate number of shareholders of recotl@fCompany's common stock as of February 28, 2@30156,000.
The Company does not presently intend to pay dinddeon its common stock.
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Item 6. Selected Financial Data.

Selected Financial Data
TRICON Global Restaurants, Inc. and Subsidiaries
(in millions, except per share and unit amounts)

Fiscal Year Ended

19 99 1998 1997 1996 19 95

Summary of Operations
System sales (rounded)(1)

u.s. $ 14, 500 $ 14,000 $ 13,500 $ 13,400 $ 13, 200

International 7, 300 6,600 7,000 6,900 6, 500

Total 21, 800 20,600 20,500 20,300 19, 700
Revenues

Company sales 7, 099 7,852 9,112 9,738 9, 813

Franchise and license fees 723 627 578 494 437

Total 7, 822 8,479 9,690 10,232 10, 250
Facility actions net gain (loss)(2) 381 275 (247) 37 ( 402)
Unusual items(3) (51) (15) (184) (246) -
Operating profit 1, 240 1,028 241 372 252
Interest expense, net 202 272 276 300 355
Income (loss) before income taxes(2)(3) 1, 038 756 (35) 72 ( 103)
Net income (loss)(2)(3) 627 445 (111) (53) ( 132)
Basic earnings per common share(4) 4 .09 2.92 N/A N/A N/A
Diluted earnings per common share(4) 3 .92 2.84 N/A N/A N/A
Cash Flow Data
Provided by operating activities $ 565 $ 674 $ 810 $ 713 $ 813
Capital spending 470 460 541 620 701
Refranchising of restaurants 916 784 770 355 165
Balance Sheet
Total assets $ 3, 961 $ 4531 $ 5114 $ 6,520 $ 6, 908
Operating working capital deficit ( 832) (960) (1,073) (915) ( 925)
Long-term debt 2, 391 3,436 4,551 231 260
Total debt 2, 508 3,532 4,675 290 404
Investments by and advances from PepsiCo - - - 4,266 4, 604
Other Data
Number of stores at year-end(1)

Company 6, 981 8,397 10,117 11,876 12, 540

Unconsolidated Affiliates 1, 178 1,120 1,090 1,007 926

Franchisees 18, 414 16,650 15,097 13,066 11, 901

Licensees 3, 409 3,596 3,408 3,147 2, 527

System 29, 982 29,763 29,712 29,096 27, 894
U.S. Company same store sales growth(1)

KFC 2% 3% 2% 6% 7%

Pizza Hut 9% 6% ()% (4)% 4%

Taco Bell - 3% 2% (2)% ( 4)%

Blended 4% 4% 1% N/A N/A
Shares outstanding at year-end (in millions) 151 153 152 N/A N/A
Market price per share at year-end $371 5/16 $ 475/8 $ 285/16 N/A N/A

N/A - Not Applicable.

TRICON Global Restaurants, Inc. and Subsidiari@®R{CON") became an independent, publicly owned camypon October 6, 1997 throu
the spin-off of the restaurant operations of itsrfer parent, PepsiCo, Inc., to its shareholders.istorical consolidated financial data for
1997 and the prior years above were preparedves fifad been an independent, publicly owned comfarsll periods presented. The
selected financial data should be read in conjonatiith the Consolidated Financial Statements Aed\lotes thereto.

(1) Excludes Non-core Businesses.

(2) Includes $13 million ($10 million after-tax) &$54 million ($33 million after-tax) of favorabéeljustments to our 1997 fourth quarter
charge in 1999 and 1998, respectively, $410 mil{800 million after-tax) related to our fourth qtea charge in 1997 and $457 million
($324 million after-tax) related to the early adoptof Statement of Financial Accounting Standa¥ds 121, "Accounting for the Impairment
Of Long-Lived Assets and for Long-Lived Assets te Bisposed Of" in 1995.

(3) Includes $11 million ($10 million after-tax) @$11 million ($7 million after-tax) of favorablelmstments to our 1997 fourth quarter
charge in 1999 and 1998, respectively. 1997 ind#120 million ($125 million aft-tax) related to our 1997 fourth quarter charge am



additional $54 million ($34 million after-tax) reéd to the 1997 disposal of the Non-core Busined€956 includes $246 million ($189
million after-tax) write-down of our Non-core Busisses. See Note 5 to the Consolidated Financigréats.

(4) EPS data has been omitted for 1997 and priarsyas our capital structure as an independenlichubwned company did not exist for
those years.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
Introduction

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON" or the "Comp#his comprised of the worldwide
operations of KFC, Pizza Hut and Taco Bell (ther(CBusiness(es)") and is the world's largest ga@kice restaurant ("QSR") company
based on the number of system units. Separatadi, lmand ranks in the top ten among QSR chains$ §ystem sales and units. Our 9,000
plus international units make us the second larQ&# company outside the United States.

Throughout Management Discussion and Analysis ("MDg we make reference to ongoing operating pnefiich represents our operating
profit excluding the impact of our accounting anahtan resources policy changes in 1999 (collectjubly "accounting changes"), facility
actions net gain and unusual items. See Noteet@€onsolidated Financial Statements for a detdileclission of these exclusions. We use
ongoing operating profit as a key performance mesastiour results of operations for purposes ofwating performance internally and as
base to forecast future performance. Ongoing opegratofit is not a measure defined in generallgegted accounting principles ("GAAP")
and should not be considered in isolation or agoatgtution for measures of performance in accactdamith GAAP.

In 1999, our international business accounted 386 ®f system sales, 27% of total revenues and Z58parating profit before unallocated
and corporate expenses, gains and losses frongfioegchange, accounting changes, facility acti@gyain and unusual items. We anticipate
that, despite the inherent risks and generallydrigieneral and administrative expenses requiradtbynational operations, we will continue
to invest in key international markets with substdrgrowth potential.

TRICON became an independent, publicly owned companOctober 6, 1997 (the "Spaoff Date") via a tax free distribution of our Comn
Stock (the "Distribution" or "Spin-off") to the steolders of our former parent, PepsiCo, Inc. (4Rep"). See Notes 2, 11 and 21 to the
Consolidated Financial Statements. For purposési®MD&A, we include the worldwide operations afradCore Businesses and, through
their respective dates of disposal in 1997, our. ddB-core businesses. These @ore businesses consist of California Pizza Kitcladrevys
Mexican Restaurant, D'Angelo's Sandwich Shops, Gast Mario's and Hot "n Now (collectively the "Noare Businesses"). Where
significant to the discussion, we separately ideiiie impact of the Non-core Businesses.

This MD&A should be read in conjunction with our Bwlidated Financial Statements on pages 43 - 8thenCautionary Statements on
page 41. All Note references herein refer to theeblto the Consolidated Financial Statements or94g - 81. Tabular amounts are
displayed in millions except per share and unitnt@mounts, or as specifically identified.

Factors Affecting Comparability of 1999 Results td998

1997 Fourth Quarter Charge

In the fourth quarter of 1997, we recorded a $530am unusual charge ($425 million after-tax). Ttiearge included estimates for (1) costs
of closing stores, primarily at Pizza Hut and intionally; (2) reduction to fair market value,dessts to sell, of the carrying amounts of
certain restaurants we intended to refranchisein{Bairment of certain restaurants intended todmslun the business; (4) impairment of
certain investments in unconsolidated affiliatebéaetained; and (5) costs of related personugiatéons.
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During 1999 and 1998, we continued to re-evaluatepoior estimates of the fair market value of snd be refranchised or closed and other
liabilities arising from the charge. In 1999, wedadavorable adjustments of $13 million ($10 milliafter-tax) and $11 million ($10 million
after-tax) included in facility actions net gaindaimusual items, respectively. These adjustmetateckto lower-than-expected losses from
stores disposed of, decisions to retain storesnally expected to be disposed of and changestimated costs. In 1998, favorable
adjustments of $54 million ($33 million after-taafd $11 million ($7 million after-tax) were includien facility actions net gain and unusual
items, respectively. These adjustments primarilgteel to decisions to retain certain stores orifjirexpected to be disposed of, lower-than-
expected losses from stores disposed of and faleoledse settlements with certain lessors relatetiores closed. At December 25, 1999, we
had completed the actions covered by the chargeN8& 5 for a detailed analysis of the 1997 fogrthrter charge, which includes a roll-
forward of the asset valuation allowances and lligds.

Our ongoing operating profit includes benefits frima suspension of depreciation and amortizaticappfoximately $12 million ($7 million
after-tax) and $33 million ($21 million after-taix) 1999 and 1998, respectively, for stores heldifsposal. The relatively short-term benefits
from depreciation and amortization suspensionedlat stores that were operating at the end ofethigective periods ceased when the stores
were refranchised, closed or a subsequent decisisrmade to retain the stores.

Unusual ltems

We had unusual items of $51 million ($29 millioteaftax), $15 million ($3 million after-tax) and $4 million ($165 million after-tax) in
1999, 1998 and 1997, respectively. See Note 5 émtailed discussion of our unusual items.

Store Portfolio Perspectives

For the last several years, we have been stratigieducing our share of total system units byisglCompany restaurants to existing and
new franchisees where their expertise can be Igeerto improve our overall operating performandeijewetaining Company ownership of
key U.S. and International markets. This portfddadancing activity has reduced, and will continoegduce, our reported revenues and
restaurant profits and increase the importancggiem sales as a key performance measure. We dkpethe loss of restaurant level profits
from the disposal of these stores will be largelfigated by increased franchise fees from storramehised, lower field general and
administrative expenses and reduced interest dost$o the reduction of debt from the after-taxhgaimceeds from our refranchising
activities.

We currently expect to refranchise approximatel@ #0600 restaurants in 2000 compared to over 1i#2999. However, if market
conditions are favorable, we may sell more restasrthan the current forecast. As a result ofdeidine, we estimate that our 2000
refranchising gains will be significantly less thaur 1999 gains. In addition, we expect the impdeefranchising gains to be even less
significant over time as we approach our targetpgroximately 20 percent Company ownership of o system.
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The following table summarizes our refranchisingvéties for the last five years:

Total 1999 1998 1997 199 6 1995
Number of units refranchised 5,138 1,435 1,373 1,407 65 9 264
Refranchising proceeds, pre-tax $ 2,990 $ 916 $ 784 $ 770 $ 35 5 $ 165
Refranchising net gain, pre-tax $ 1,045 $ 422(a) $ 279(b) $ 112(c) $ 13 9 $ 93

(@) Includes favorable adjustments to our 1997tfoquarter charge of $4 million.
(b) Includes unfavorable adjustments to our 19Qiftfoquarter charge of $2 million.
(c) Includes a 1997 fourth quarter charge of $186am.

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 BizZza Hut delivery units consolidated w
a new or existing dine-in traditional store whidstbeen remodeled to provide dine-in, carry-outdeidery services within the same trade
area.

The following table summarizes store closure atigigifor the last five years:

Total 1999 1998 1997 1996 1995
Number of units closed 2,119 301 572 632 347 267
Store closure netcosts $ 312 $ 13(a) $ (27)(b) $ 248(c) $ 40 $ 38

(a) Includes favorable adjustments to our 1997tfoquarter charge of $9 million.
(b) Includes favorable adjustments to our 1997tfoquarter charge of $56 million.
(c) Includes a 1997 fourth quarter charge of $21lBam.

Our overall Company ownership percentage of totsiesn units was 23% at December 25, 1999, a deafiBgercentage points from year-
end 1998 and 11 percentage points from year-end.199

The portfolio effect on ongoing operating profitinded in our discussions of results of operatimpsesents the estimated impact on reve
restaurant margin, general and administrative esggeand operating profit related to our refranolisind store closure initiatives described
above.

Results of Operations

Our Spineff in 1997, the impacts of our facility actionsesthe last three years, our 1997 fourth quartargdnand the impacts of the dispc
of our Non-core Businesses represent significamist which complicate year-over-year comparisons.

Prior to October 7, 1997, our historical finana@tdtements were impacted by our lack of historgramdependent, publicly owned company.
The amounts for certain items, specifically genaral administrative expenses, interest expens@anthe taxes, included in our historical
reported results for periods prior to the Spin-of€lude allocations or computations which areindicative of the amounts we would have
incurred if we had been an independent, publicipedvcompany during all periods presented. See Rlote

Comparative information is also impacted by therapens of and disposal charges related to our de-Businesses in 1997. These disg
charges included an estimated provision for alleexgd future liabilities associated with the disgpdad our Non-core Businesses. We were
required to retain these liabilities as part of 8pén-off. Our best estimates of all such liaksktihave been included in the accompanying
Consolidated Financial Statements. See Note 2LiaAemounts incurred may ultimately differ from$besstimates. However, we believe the
amounts, if any, in excess of our previously reedrtiabilities are not likely to have a materialadse effect on our results of operations,
financial condition or cash flow.
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Following is a summary of the results of the ogeret of our Non-core Businesses through their respedisposal dates:

1997
Revenues $ 268
% of total revenues 3%
Non-core Businesses operating profit, before dispos al charges $ 13
Unusual disposal charges 54
Net loss (26)
Worldwide Results of Operations
% B(W) % B(W)
1999 vs. 1998 1998 vs. 1997
System Sales $ 21,762 6 $ 20,620 1
Revenues
Company sales $ 7,099 (20) $ 7,852 (14)
Franchise and license fees(1) 723 15 627 8
Total Revenues $ 7,822 (8) $ 8,479 (12)
Company Restaurant Margin $ 1,091 3 $ 1,058 -

% of sales 15.4% 1.9 ppts. 13.5% 1.9 ppts.
Ongoing operating profit $ 881 15 $ 768 14
Accounting changes(2) 29 NM - -
Facility actions net gain (loss) 381 38 275 NM
Unusual items (51) NM (15) NM
Operating Profit 1,240 21 1,028 NM
Interest expense, net 202 26 272 1
Income Tax Provision 411 (32) 311 NM
Net Income (Loss) $ 627 41 $ 445 NM
Diluted Earnings Per Share $ 3.92 38 $ 284 NM

(1) Excluding the special 1997 KFC renewal fee§8liicreased 13% over 1997.

(2) See Note 5 for complete discussion of our 1f@98rable accounting changes.
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Worldwide Restaurant Unit Activity

Unconsolidated

Company Affiliates Franchisees  Licensees Total

Balance at Dec. 27, 1997 10,117 1,090 15,097 3,408 29,712
New Builds & Acquisitions 225 63 790 544 1,622
Refranchising & Licensing (1,373) 9) 1,302 80 -
Closures (572) (24) (539) (436) (1,571)
Balance at Dec. 26, 1998 8,397 1,120 16,650 3,596 29,763
New Builds & Acquisitions 323 83 858 586 1,850
Refranchising & Licensing (1,435) (5) 1,443 3) -
Closures (301) (20) (434) (646) (1,401)
Other 3) - (103) (124) (230)
Balance at Dec. 25, 1999 6,981(a) 1,178 18,414 3,409 29,982
% of total 23.3% 3.9% 61.4% 11.4% 100.0%

(@) Includes 37 Company units approved for clofwtenot yet closed at December 25, 1999.

Worldwide System Sales and Revenues

System Sales increased $1.1 billion or 6% in 18@luding the favorable impact of foreign curret@nslation, system sales increased $1
billion or 5%. The improvement was driven by newtutlevelopment and positive same store sales growthr three U.S. concepts and our
international business, Tricon Restaurants Inteznat ("TRI" or "International”). U.S. developments primarily at Taco Bell while
International development was primarily in Asia€Tihcrease was partially offset by store closutesiathree U.S. concepts and in
International.

In 1998, system sales increased $155 million or B%6luding the negative impact of foreign curretr@nslation, system sales increased by
$871 million or 4%. The increase reflected the dtgwment of new units, primarily by franchisees #indnsees, and positive same store sales
growth. U.S. development was primarily at Taco Bdiile international development was primarily isi& This growth in system sales was
partially offset by store closures.

Revenues decreased $657 million or 8% in 1999.xpeaed, Company sales decreased $753 million %ribQL999. The decline in
Company sales was due to the portfolio effect. &diclg the portfolio effect, Company sales increa®&t3 million or 8%. The increase was
primarily due to new unit development, favorablieefive net pricing and volume increases at Pizag léd by "The Big New Yorker," and
TRI. Effective net pricing includes increases ocréases in price and the effect of changes in ptadix. Franchise and license fees grew
$96 million or 15% in 1999. The growth was primaudriven by units acquired from us and new unitelegment primarily in Asia and at
Taco Bell in the U.S., partially offset by storeslires by franchisees and licensees.

In 1998, revenues decreased $1.2 billion or 12%eReaes in 1997 included $268 million related toNtmn-core Businesses. Excluding the
negative impact of foreign currency translation eemenues from the Non-core Businesses, revenwesased $749 million or 8%. Company
sales decreased $1.3 billion or 14%. The declif@ampany sales was due to the portfolio effectlitking the portfolio effect, the negative
impact of foreign currency translation and the Nome Businesses, Company sales increased $51amulli7%. The increase in Company
sales was primarily driven by new unit developrreemd effective net pricing, partially offset by staosures. Franchise and license fees
increased $49 million or 8%. Excluding the negatimpact of foreign currency translation and theciel 997 KFC renewal fees of $24
million,
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franchise and license fees increased $95 milliohi786. The growth was primarily driven by units aicgd from us and new unit development
primarily in Asia and at Taco Bell in the U.S., fialy offset by store closures by franchisees krehsees.

Worldwide Company Restaurant Margin

1999 1998 1997
Company sales 100.0% 100.0%  100.0%
Food and paper 315 32.1 324
Payroll and employee benefits 27.6 28.6 28.7
Occupancy and other operating expenses 255 25.8 27.3
Restaurant margin 15.4% 13.5% 11.6%

Our restaurant margin as a percentage of salesased approximately 190 basis points for 1999.pHolio effect contributed nearly 50
basis points and accounting changes contributecbajppately 15 basis points to our improvement. Balatg the portfolio effect and
accounting changes, our restaurant margin grewoappately 125 basis points. This improvement itagsant margin was primarily
attributable to effective net pricing in exces<o$t increases, primarily labor in the U.S. Restatimargin also benefited from improved f(
and paper cost management in both the U.S. anthkeypational equity markets. Volume increasesiag@Hut in the U.S. and in key
International equity markets were fully offset glwme declines at Taco Bell and the unfavorableasichpf the introduction of lower margin
chicken sandwiches at KFC in the U.S.

In 1998, our restaurant margin as a percent ofsatgeased almost 190 basis points. Portfolioceffentributed approximately 65 basis
points and the suspension of depreciation and @&atidn relating to our 1997 fourth quarter chacgatributed approximately 55 basis poi
to our improvement. Excluding the portfolio effertd the benefits of the 1997 fourth quarter chavgeyestaurant margin increased
approximately 70 basis points. The improvement laggely due to effective net pricing in excessmafreased costs, primarily labor. Labor
increases were driven by higher wage rates, priynattributable to the September 1997 minimum wiageease in the U.S., an increase ir
management complement in our U.S. Taco Bell reatdasrand lower favorable insurance-related adjustisria 1998. The decrease in
occupancy and other operating expenses relatedplyno higher spending in 1997 on store refurbiisint and quality initiatives at Taco B
and Pizza Hut as well as an increase in higherédle insurance-related adjustments in 1998. Tfeasrable items were partially offset by
increased store refurbishment expenses at KFC98.19

Worldwide General & Administrative Expenses ("G&A")

G&A decreased $21 million or 2% in 1999. Excludthg $18 million favorable impact of 1999 accountdhgnges, G&A decreased $3
million in 1999. In 1999, the favorable impactsooir portfolio effect, our fourth quarter 1998 démisto streamline our international business
and the absence of costs associated with relocegirigin operations from Wichita, Kansas in 1998engartially offset by higher strategic
and other corporate expenses. In addition to #mstdescribed above, higher spending on bienniatings to support our culture initiatives
and the absence of favorable cost recovery agresmétihh AmeriServe Food Distribution, Inc. ("Amee&e™) and PepsiCo that were
terminated in 1998 resulted in a modest increa&&8iA in 1999. Our 1999 G&A included Year 2000 spingof approximately $30 million
as compared to $31 million in 1998.

In 1998, G&A decreased $15 million or 2%. G&A indlRincluded approximately $24 million related toriNeore Businesses. Excluding the
impact of the Non-core Businesses, G&A increaseth#®on or 1%. The increase reflected higher inweant spending offset by the
favorable impacts of our portfolio effect,

25



decreased restaurant support center and field tipgi@verhead and foreign currency translation. @uestment spending consisted primarily
of costs related to Year 2000 compliance and reatiedi efforts of $31 million in 1998 versus $4 riaifl in 1997, along with the costs to
relocate our processing center from Wichita to othésting restaurant support centers of $14 nmillim addition, we experienced increased
administrative expenses as an independent, puloiehed company and incurred additional expenseseatko continuing efforts to improve
and standardize administrative and accounting syste

Worldwide Other (Income) Expense

% B(W) % B(W)
1999 vs. 1998 1998 vs. 1997
Equity income from investments in
unconsolidated affiliates $ (19) 6 $ (18) NM
Foreign exchange net loss (gain) 3 NM (6) NM
$ (16) (31) $ (24) NM

Other income declined $8 million in 1999. Net fgreexchange losses were $3 million in 1999 comptreett foreign exchange gains of $6
million in 1998. This decline was due to foreigsdes in 1999 versus gains in 1998 related to W&radlenominated short-term investments
in Canada.

In 1998, equity income from investments in our ursmidated affiliates increased $10 million. Thisrease was due primarily to lower
amortization relating to the impact of the $79 miiljoint venture investment impairment includedur 1997 fourth quarter charge and, to a
lesser extent, the impact of new unit developmentarily by our affiliate in the United Kingdom. Méoreign exchange gains were $6 mill

in 1998 compared to net foreign exchange loss&d®fmillion in 1997. This improvement was due priityeto non-recurring 1997 foreign
exchange losses, predominantly in Thailand and\N#tberlands, and to foreign exchange gains in 1®88arily due to U.S. dollar
denominated short-term investments in Canada.

Worldwide Facility Actions Net (Gain) Loss

1999 1998 1997
Excluding Excluding
1997 4th Qtr. 1997 4th Qtr. Excluding
Charge Charge 4th Qtr.
Total Adjustments Total Adjustments Total Charge
Refranchising net gains $ (422) $ (418) $ (279) $ (281) $ (112) $ (248)
Store closure net costs 13 22 27) 29 248 35
Impairment charges for stores that
will continue to be used in the
business 16 16 25 25 111 50
Impairment charges for stores to be
closed in the future 12 12 6 6
Facility actions net (gain) loss $ (381) $ (368) $ (275 $ (221) $ 247 $ (163)

Refranchising net gains resulted from the refragiolgiof 1,435 units in 1999, 1,373 units in 1998 &m07 units in 1997. These gains
included initial franchise fees of $45 million, $ddllion and $41 million in 1999, 1998 and 1997spectively. See pages 21 - 22 for more
details regarding our refranchising activities.

Impairment charges for stores that will continudéoused in the business were $16 million in 1998mared to $25 million in 1998 reflecti
fewer underperforming stores. In 1998, upon adopbicthe SEC's
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interpretation of SFAS 121, we also began to perfionpairment evaluations when we expect to actuddge a store beyond the quarter in
which our closure decision is made. This changelted in additional impairment charges of $12 raiilin 1999 and $6 million in 1998.
Under our prior accounting policy, these impairmemirges would have been included in store clososts. We believe the overall decrease
in impairment in 1998 was significantly impacted1897 decisions included in our fourth quarter ghao dispose of certain stores which
may have otherwise been impaired in our evaluatiang improved performance in 1998, primarily azRiHut in the U.S.

Our 1999 refranchising gains, store closure casdsimpairment charges are not necessarily indieaiffuture results.

Worldwide Operating Profit

% B(W) % B(W)
1999 vs. 1998 1998 vs. 1997

U.S. ongoing operating profit(a) $ 813 10 $ 740 23
International ongoing operating profit 265 39 191 11
Accounting changes 29 NM - -
Foreign exchange net (loss) gain 3) NM 6 NM
Ongoing unallocated and corporate expenses(b) (194) (14) (169) (93)
Facility actions net gain (loss) 381 38 275 NM
Unusual items (51) NM (15) NM
Reported operating profit $ 1,240 21 $ 1,028 NM

(@) Excludes 1999 favorable accounting changepmfoximately $15 million.
(b) Excludes 1999 favorable accounting changeppfaimately $14 million.

The increases in U.S. and International ongoingaipey profit for 1999 and 1998 are discussed fatlypages 32 and 34, respectively.
Accounting changes, facility actions net gain (Jaasd unusual items are discussed in Note 5.

Ongoing unallocated and corporate expenses inadeemillion or 14% in 1999. The increase wasehiby higher strategic and other
corporate spending, system standardization invedtared the absence of favorable cost recovery aggets from AmeriServe and PepsiCo
that were terminated in 1998. These increases paatally offset by the absence of costs assocmaitdrelocating certain of our operations
from Wichita, Kansas in 1998.

In 1998, ongoing unallocated and corporate expeinsesased $82 million or 93%. The increase wamnarily due to spending on Year 2000
compliance and remediation efforts, costs to reoar processing center from Wichita to otherlfiées and expenses incurred as an
independent, publicly owned company, as well aditahal expenses related to the efforts to imprand standardize operating,
administrative and accounting systems.

Worldwide Interest Expense, Net

1999 1998 1997
External debt $218 $291 $ 102
PepsiCo allocation - - 188
Interest expense 218 291 290
Interest income (16) (19) (14)
Interest expense, net $ 202 $ 272 $ 276
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Our net interest expense decreased approximat@lynifon in 1999. The decline was primarily duethe reduction of debt through use of
after-tax cash proceeds from our refranchisingvaiets and cash from operations.

In 1998, our net interest expense decreased appatady $4 million. The decline was due to an inseei interest income, partially offset by
a slight increase in interest expense. The incrigaisgerest income was driven by higher averagerirational investment balances. The slight
increase in interest expense was primarily duagber average outstanding debt balances.

Prior to the Spin-off in the fourth quarter of 19@1r operations were financed through operatirsl ¢lows, proceeds from refranchising
activities and investment by and advances from iRep#\t the Spin-off date, we borrowed $4.55 bitlionder a bank credit agreement to
replace the financing previously provided by Peps#@d, additionally, to fund a dividend to PepsiSee Notes 2 and 11. For periods pric
the Spin-off, our interest expense included Pepsi@ocation of its interest expense (PepsiColghted average interest rate applied to the
average balance of investments by and advancesHepsiCo) and interest on our external debt, inctudapital leases. We believe such
allocated interest expense is not indicative ofitierest expense that we would have incurred asdapendent, publicly owned company.
Subsequent to the Spin-off date, our interest amstsist primarily of interest expense relatedunlmnk credit agreement, unsecured notes
and other external debt. Most of the other extedeak existed at the Spin-off date.

Worldwide Income Taxes

1999 1998 1997
Reported
Income taxes $ 411 $ 311 $ 76
Effective tax rate 39.5% 41.1% NM
Ongoing(a)
Income taxes $ 267 $ 210 $ 179
Effective tax rate 39.3% 42.3% 45.2%

(a) Excludes the effects of 1999 accounting charfgesity actions net gain
(loss) and unusual items. See Note 5 for a disongsfithese exclusions.

For periods prior to the Spin-off in 1997, incora expense was calculated, to the extent possiblié we filed income tax returns separate
from PepsiCo.

The following reconciles the U.S. federal statutay rate to our ongoing effective tax rate:

1999 1998 1997

U.S. federal statutory tax rate 35.0% 35.0% 35.0%

State income tax, net of federal tax benefit 2.3 2.8 3.9
Foreign and U.S. tax effects attributable to

foreign operations 15 6.3 4.9
Adjustments relating to prior years 0.2 (3.3) 0.8
Other, net 0.3 15 0.6
Ongoing effective tax rate 39.3% 42.3% 45.2%

The 1999 ongoing effective tax rate decreased Gifipto 39.3%. The decrease in the ongoing effedtix rate was primarily due to a one-
time favorable international benefit in Mexico. Titeeent pattern of profitability in Mexico and expetions of future profitability have
allowed us to reverse a previous valuation allowsagainst deferred tax assets. This will allowousetiuce future cash tax payments in
Mexico.
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The 1998 ongoing effective tax rate decreased @irtpto 42.3%. The decrease in the 1998 ongoifegtefe tax rate was primarily due to
favorable adjustments related to prior years.

The effective tax rate attributable to foreign @tiems varied from year-to-year but in each yeas higher than the U.S. federal statutory tax
rate. This was primarily due to foreign tax ratedentials, including foreign withholding tax paidthout benefit of the related foreign tax
credit for U.S. income tax purposes and lossesreidgn operations for which no tax benefit couldcherently recognized.

Diluted Earnings Per Share

The components of diluted earnings per common HERS") were as follows:

Diluted(a) Basic Diluted(a) Basic
1999 1999 1998 1998
Ongoing operating earnings $ 2.58 $ 269 $ 183 $ 1.88
Accounting changes 0.11 0.12 - -
Facility actions net gain(b) 1.41 1.47 1.03 1.06
Unusual items(c) (0.18) (0.19) (0.02) (0.02)
Total $ 3.92 $ 409 $ 284 $ 292

(a) Based on 160 million shares in 1999 and 158anikhares in 1998 applicable to diluted earnifBge Note 4.
(b) Includes favorable adjustments to our 1997tfoquarter charge of $0.06 and $0.21 per dilutedes 1999 and 1998, respectively.
(c) Includes favorable adjustments to our 1997tfoquarter charge of $0.07 and $0.04 per dilutedesin 1999 and 1998, respectively.

U.S. Results of Operations

% B(W) % B(W)
1999 VS . 1998 1998 vs. 1997

System Sales $ 14,516 4 $ 14,013 4

Revenues

Company sales $ 5,253 (13) $ 6,013 (14)

Franchise and license fees(1) 495 16 426 13
Total Revenues $ 5,748 (11) $ 6,439 (13)

Company Restaurant Margin $ 825 1 $ 819

% of sales 15.7% 2. 1 ppts. 13.6% 1.9 ppts.

Ongoing Operating Profit(2) $ 813 10 $ 740 23

(1) Excluding the special 1997 KFC renewal fee§8liicreased 21% over 1997.
(2) Excludes 1999 accounting changes, facilityomdinet gain (loss) and unusual items.
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U.S. Restaurant Unit Activity

Company Fra nchisees  Licensees  Total
Balance at Dec. 27, 1997(a) 7,794 9,512 3,167 20,473
New Builds & Acquisitions 75 338 508 921
Refranchising & Licensing (1,219) 1,216 3 -
Closures (418) (204) (403) (1,025)
Balance at Dec. 26, 1998 6,232 1 0,862 3,275 20,369
New Builds & Acquisitions 155 432 539 1,126
Refranchising & Licensing (1,270) 1,167 3 -
Closures (230) (248) (593) (1,071)
Other 3) (103) (124) (230)
Balance at Dec. 25, 1999 4,984(b) 1 2,110 3,100 20,194
% of total 24.7% 60.0% 15.3% 100.0%

(a) A total of 114 units have been reclassifiedrfithe U.S. to International to reflect the trangfemanagement responsibility.
(b) Includes 36 Company units approved for closbhut not yet closed at December 25, 1999.

U.S. System Sales and Revenues

System sales increased $503 million or 4% in 19®@.improvement was driven by new unit developmiedtpy Taco Bell franchisees and
same store sales growth at our three U.S. conCEmse increases were partially offset by storswles, primarily at Pizza Hut and Taco
Bell.

In 1998, system sales increased $511 million or B8&.increase was attributable to new unit devetagnprimarily by franchisees and
licensees of Taco Bell and, to a lesser extent, K@ positive same store sales growth at all tbf@eir concepts. These increases were
partially offset by the impact of store closures.

Revenues decreased $691 million or 11% due toxpeoted decline in Company sales of $760 milliod®¥6 in 1999. The decline in
Company sales was due to the portfolio effect. &diclg the portfolio effect, Company sales increaggoroximately $305 million or 6%.
This increase was primarily due to new unit develept, favorable effective net pricing and volumer@ases led by Pizza Hut's first quarter
new product introduction, "The Big New Yorker." Rchise and license fees increased $69 million &t 61999. The increase was driven
by units acquired from us, new unit development faadchisee same store sales growth, primarilyiztaPHut. These increases were parti
offset by store closures.

We measure same store sales only for our U.S. Coymestaurants. Same store sales at Pizza Hubsede9% in 1999. The improvement
was primarily driven by an increase in transactiohsver 5%, resulting from the launch of "The Bigw Yorker." The growth at Pizza Hut
was also aided by effective net pricing of over ame store sales at KFC grew 2%. The increasahveaxsst equally driven by effective net
pricing and transaction growth. Transaction groattkKFC was primarily due to the fourth quarter leluof its new chicken sandwiches. This
favorable impact was partially offset by lower chewerages from these transactions and declinether products. Same store sales at Taco
Bell were flat as an increase in effective netipgof approximately 4% was fully offset by transan declines. In the fourth quarter, Taco
Bell introduced a new hot, fried product, the Clpalureigniting transaction growth during that pério

In 1998, revenues decreased $931 million or 13%taltee expected decline in Company sales of $98bmor 14%. Excluding the effect
of the Non-core Businesses, our Company sales aszile$715 million or 11%. The decline in Compangssaas driven by the portfolio
effect. Excluding the impact of Non-core
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Businesses and portfolio effect, Company salesaszd approximately $331 million or 6%. This inseewas primarily due to positive same
store sales growth at all three of our operatingmanies. Franchise and license fees increased #&thrmor 13% in 1998. In 1997, we
generated $24 million of special KFC renewal f&ashstantially all of KFC's franchisees renewedrtiranchise agreements, typically for 20
years, during 1997. As part of this special rengwagram at KFC, certain participating franchisals® committed to attain over the ni
several years certain facility standards basedhgsipal assessment of that franchisee's restaui&ietdelieve these upgrades of the
franchised facilities will ultimately result in Higr system sales and, therefore, higher franckiee Excluding the special 1997 KFC renewal
fees, 1998 franchise and license fees increased#ilidn or 21%. The increase was primarily drivignunits acquired from us and new unit
development, partially offset by the impact of stolosures by franchisees and licensees.

In 1998, same store sales at Pizza Hut increased B&improvement was primarily driven by effectivet pricing of 4% aided by transact
increases of 2%. Same store sales at KFC grew 8% .gfowth was due to transaction increases of @idaby effective net pricing of 1%.
Same store sales at Taco Bell increased 3%. Theuament at Taco Bell was driven by transactioméases of 1% aided by effective net
pricing of 2%.

U.S. Company Restaurant Margin

1999 1998 1997
Company sales 100.0% 100.0%  100.0%
Food and paper 30.0 31.0 31.1
Payroll and employee benefits 290.8 30.4 30.5
Occupancy and other operating expenses 24.5 25.0 26.7
Restaurant margin 15.7% 13.6% 11.7%

Our restaurant margin as a percentage of salesased approximately 210 basis points for 1999 f&areffect contributed approximately
basis points and accounting changes contributedyr2ia basis points to our improvement. Excludihg portfolio effect and accounting
changes, our restaurant margin grew approximatéybhsis points. The improvement in restaurant mavgs primarily attributable to
favorable effective net pricing. Labor cost incesgrimarily driven by higher wage rates, weréyfaffset by lower food and paper costs as
improved product cost management resulted in lawerall beverage and distribution costs. The impnoent in our restaurant margin also
included approximately 15 basis points from rettivacbeverage rebates related to 1998 recogniz&€98. In addition, an increase in
favorable insurance-related adjustments over 1889&ibuted approximately 10 basis points to ourrowement. These adjustments arose
from improved casualty loss trends across all thfesur U.S. operating companies. See Note 21dditimnal information regarding our
insurance-related adjustments. All of these impnosets were partially offset by volume declines atd@ Bell and the unfavorable impact of
the introduction of lower margin chicken sandwiche&FC.

In 1998, our restaurant margin as a percentagele$ sncreased over 190 basis points. The portédfect contributed approximately 75 basis
points and the suspension of depreciation and &matidn relating to our 1997 fourth quarter chacgatributed approximately 40 basis
points. Excluding the portfolio effect and the biénaf the 1997 fourth quarter charge, our restatiraargin increased approximately 80 basis
points. We benefited from favorable effective netipg in excess of costs, primarily labor and coodiity costs. Our labor increases were
driven by higher wage rates, primarily the Septanil®®7 minimum wage increase, an increase in theagement complement at our Taco
Bell restaurants and lower favorable insuranceedladjustments in 1998. Commodity cost increge@marily cheese and produce, were
partially offset by a decrease in other commoditgts. Our occupancy and other operating expensesfaxorably impacted by higher
favorable insurance-related adjustments in 1998lamdecreased store condition and quality initeati
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spending at Pizza Hut and Taco Bell. These faver@ibins were partially offset by increased stoferléshment expenses at KFC in 1998.
U.S. Ongoing Operating Profit

Ongoing operating profit increased $73 million 624.in 1999. The increase was due to our base rastamargin improvement of 140 basis
points and higher franchise fees primarily from nevit development. The favorable impact of thesm# was partially offset by the net
negative impact of the portfolio effect. We havémeated the 1999 net negative impact due to th&éqmr effect was approximately $40
million or approximately 5% of our operating prafit1998. Higher G&A, net of field G&A savings froour portfolio activities, also
unfavorably impacted ongoing operating profit. Tinisrease in G&A was largely due to the bienniaifecences at Pizza Hut and Taco Bell
to support our corporate culture initiatives.

In 1998, ongoing operating profit increased apprately $137 million or 23%. Excluding the effectafr Non-core Businesses, our ongoing
operating profit increased approximately $150 mwillor 26%. The increase was due to our base rastamargin improvement of 80 basis
points and reduced G&A expenses. Higher franchiskliaense fees were partially offset by the abseiche special 1997 KFC renewal
fees. The impact due to the portfolio effect wasgnificant. Ongoing operating profit included thenefits of our 1997 fourth quarter charge
of approximately $35 million, of which $19 milliaelated to the suspension of depreciation and @raticn for stores included in the char

International Results of Operations

1999 1998
%B (W) % B(W)
Amount VS. 1998 Amount vs. 1997

System Sales $ 7,246 10 $ 6,607 (5)
Revenues
Company sales $ 1,846 - $ 1,839 (23)
Franchise and license fees 228 13 201 -

Total Revenues $ 2,074 2 $ 2,040 12)
Company Restaurant Margin $ 266 11 $ 239 1)
% of sales 14.4% 1.4 ppts. 13.0% 1.6 ppts.
Ongoing Operating Profit(1) $ 265 39 $ 191 11

(1) Excludes 1999 accounting changes, facilityomdinet gain (loss) and unusual items.

32



International Restaurant Unit Activity

Unc onsolidated

Company A ffiliates Franchisees  Licensees T otal
Balance at Dec. 27, 1997(a) 2,323 1,090 5,585 241 9 ,239
New Builds & Acquisitions 150 63 452 36 701
Refranchising & Licensing (154) 9) 86 77 -
Closures (154) (24) (335) (33) (546)
Balance at Dec. 26, 1998 2,165 1,120 5,788 321 9 ,394
New Builds & Acquisitions 168 83 426 a7 724
Refranchising & Licensing (265) (5) 276 (6) -
Closures (71) (20) (186) (53) (330)
Balance at Dec. 25, 1999 1,997(b) 1,178 6,304 309 9 ,788
% of Total 20.4% 12.0% 64.4% 3.2% 1 00.0%

(a) A total of 114 units have been reclassifiedrfithe U.S. to International to reflect the trangfemanagement responsibility.
(b) Includes 1 Company unit approved for closurg,rot yet closed at December 25, 1999.

International System Sales and Revenues

System Sales increased $639 million or 10% in 186$ely driven by our strong performance in Asigclading the favorable impact from
foreign currency translation, system sales incre:&d®8 million or 8%. This was led by Asia, ourgast region. System sales in Asia
increased $426 million or 19%. Excluding the fadadeampact of foreign currency translation, systeates in Asia increased $229 million or
10%. In 1999, the economy in Asia began to showssaj a steady recovery after the overall econdorimoil and weakening of local
currencies against the U.S. dollar that beganten1897. The increase in system sales in Asia wasrdby new unit development and same
store sales growth. Outside of Asia, the improvetmaers driven by new unit development, both by ftasees and us, and same store sales
growth. New unit development was primarily in Mexiand the U.K. The increase in system sales wadmlhaoffset by store closures
primarily by franchisees in Canada, Latin America dapan.

In 1998, system sales decreased $356 million orE5&luding the negative impact of foreign curretr@nslation, system sales increased
$360 million or 5%. The increase was driven by net development, primarily in Asia, partially offisby store closures in other
countries/markets. System sales in Asia decrea®d illion or 10% as a result of the economic toitnExcluding the unfavorable impact
of foreign currency translation, system sales irmAscreased 8%.

Revenues increased $34 million or 2% in 1999. Ekaoly the favorable impact of foreign currency tilatisn, revenues increased $29 million
or 1%. Company sales increased less than 1% in. 2898 unit development, favorable effective netimg and volume increases were
largely offset by the portfolio effect. Excludiniget portfolio effect, Company sales increased $208mor 13% in 1999 largely driven by
our strong performance in Asia. Revenues in Asiaeiased $139 million or 28%. Excluding the favoeabipact of foreign currency
translation, revenues in Asia increased $115 miltio23% driven by new unit development and sames ftales growth.

Franchise and license fees rose $27 million or iIB¥999. The increase in franchise and licensevieesdriven by new unit development,
same store sales growth and units acquired froew. unit development was primarily in Asia. Th@sereases were partially offset by st
closures.
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In 1998, revenues decreased $280 million or 12%luglng the negative impact of foreign currencynsiation, revenues decreased $86
million or 4%. Company sales decreased $279 milliod3% driven by the portfolio effect. Excludirtgetnegative impact of foreign currency
translation and the portfolio effect, Company sateseased $180 million or 10%. The increase wasedrby new unit development,

primarily in Asia, and effective net pricing. Frémge and license fees decreased $1 million ortkess 1%. Excluding the negative impact of
foreign currency translation, franchise and licefesss increased $21 million or 11%. The increase @viven by new unit development,
primarily in Asia, and units acquired from us, jelly offset by store closures by franchisees acehisees.

International Company Restaurant Margin

1999 1998 1997
Company sales 100.0% 100.0%  100.0%
Food and paper 36.0 35.8 36.5
Payroll and employee benefits 21.0 22.6 22.7
Occupancy and other operating expenses 28.6 28.6 29.4
Restaurant margin 14.4% 13.0% 11.4%

Our restaurant margin as a percentage of salesased approximately 140 basis points in 1999. Exotuthe favorable impact of foreign
currency translation, restaurant margins increaggadoximately 130 basis points. Portfolio effeabizibuted approximately 50 basis points.
Excluding the portfolio effect, our restaurant margrew approximately 80 basis points. The improgatin restaurant margin was driven by
volume increases in China, Korea and Australiafasdrable effective net pricing in excess of costéases, primarily in the U.K., Puerto
Rico and Korea. Our growth in 1999 was partiallisef by volume decreases in Taiwan and Polandddiitian to the factors described abc
margins benefited from improved cost managemeimasily in China.

In 1998, our restaurant margin increased over Hslpoints. Excluding the negative impact of fgneturrency translation, restaurant ma
increased approximately 195 basis points. The asgravas driven primarily by the suspension of dgatien and amortization relating to
restaurants included in our 1997 fourth quartergdawhich contributed 110 basis points. The pbdfeffect also contributed approximately
30 basis points to the improvement. The remainiaggin improvement of approximately 55 basis poietilted from favorable effective net
pricing in excess of costs in Mexico, Australia &mhin. Restaurant margin improvement was parttdfet by volume declines in Asia, led
by Korea. The economic turmoil throughout Asia tesiin an overall volume decline, even though &d fiolume increases in Mexico,
Canada and Spain.

International Ongoing Operating Profit

Ongoing operating profit grew $74 million or 39%1899. Excluding the favorable impact of foreigmrency translation, ongoing operating
profit increased $69 million or 36%. The increas@perating profit was driven by our base margipriovement of approximately 80 basis
points, higher franchise and license fees and ndeio G&A. Our ongoing operating profit benefittdm the economic recovery in Asia.
Operating profit in Asia increased $55 million @98. Excluding the favorable impact of foreign caoe translation, Asia operating profit
increased $46 million or 72%. Additionally, ongoiagerating profit included benefits of approximgat®l5 million from our 1998 fourth
quarter decision to streamline our internationftbistructure in Asia, Europe and Latin America atiter actions.

In 1998, ongoing operating profit increased $19iamlor 11%. Excluding the negative impact of fgrecurrency translation, ongoing
operating profit increased $43 million or 25% iM89The increase was driven
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by our base margin improvement of 55 basis pointsaadecline in G&A. The favorable impact of théeens was partially offset by the net
negative impact of the portfolio effect, which wasproximately $10 million or approximately 6% ofesgting profit in 1997. Lower franchi
and license fees, net of fees from units acquiresh fus, also unfavorably impacted ongoing operatiradit. Ongoing operating profit in 1998
included benefits related to our 1997 fourth quacterge of approximately $29 million, of which $illion related to the suspension of
depreciation and amortization for the stores inetuth the charge. These benefits were fully offigethe 30% decline in Asia operating profit
and Year 2000 spending.

Consolidated Cash Flows

Net cash provided by operating activities decre&3€® million to $565 million in 1999. Net incomefbre facility actions and all other r-
cash charges increased $12 million from $780 miltm$792 million, despite the net decline of 1,40fmpany restaurants. This decline was
primarily due to our portfolio activities duringetyear. Portfolio activities also contributed te thecline of $128 million in our operating
working capital deficit due primarily to a redugatitn accounts payable and other current liabilitt@sr operating working capital deficit,

which excludes cash, short-term investments and-smen borrowings, is typical of restaurant opimas where the majority of sales are for
cash while payment to suppliers for food and supphgntories carry longer payment terms, genefatign 10-30 days. The decline in
accounts payable was a result of the reductiohemumber of our restaurants and timing in the ptrof liabilities. Other current liabilities
declined primarily due to lower vacation accruale do the change in vacation policy (described atelNb), lower casualty loss reserves based
on our independent actuary's valuation, lower désirg accruals and lower accrued interest duaeaéduction in debt. As expected, the
refranchising of our restaurants and the relateckase in franchised units have caused accourgwadte for franchise fees to increase.

In 1998, net cash provided by operating activitiesreased $136 million to $674 million. Cash usednorking capital was $106 million for
1998 compared to cash provided by working capit&23 million in 1997. The 1998 use was primarilyedo an increase in current deferred
tax assets and reduced income taxes payable. HExglodt changes in working capital, net income keefacility actions and all other non-
cash charges was essentially unchanged despitetitcline of over 1,700 Company restaurants.dBuaéine was driven by our portfolio
activities.

Cash provided by investing activities increased0®2@lion to $522 million in 1999. The majority tfie increase is due to higher gross
refranchising proceeds and proceeds from the $afeesnational short-term investments in connettigth a planned tax-efficient
repatriation to the U.S.

We look at refranchising proceeds on an "after-tzagis. We define after-tax proceeds as grossnafising proceeds less the settlement of
working capital liabilities related to the unitdranchised, primarily accounts payable and propietes, and payment of taxes on the gains.
This use of proceeds reduces our normal workingalegeficit as more fully discussed above. Themfax proceeds are available to pay
down debt or repurchase shares. The estimatedtak@roceeds from refranchising of $683 milliorili@09 increased approximately 13%
compared to prior year. This increase is due tartbeased number of units refranchised as wahasnix of units sold and the level of
taxable gains from each refranchising.

In 1998, net cash provided by investing activiiesreased $164 million to $302 million compare$466 million in 1997. The 1998 decre
was primarily due to the prior year sale of the Mone Businesses partly offset by increased practedh refranchising and the sales of
property, plant and equipment. Capital spendingedsed by $81 million or 15%.
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Net cash used for financing activities was esskytimchanged at $1.1 billion in 1999. Paymentsanunsecured Term Loan Facility a
our unsecured Revolving Credit Facility totaledtaillion.

In September 1999, the Board of Directors authdrthe repurchase of up to $350 million of the Comypmoutstanding Common Stock.
Through December 25, 1999, 3.3 million shares weperchased under this program at a cost of $18#®miWe have repurchased
approximately 3.4 million additional shares for eppmately $125 million through February 25, 2000.

In 1998, net cash used for financing activitie$dfl billion decreased slightly compared to 1997 T998 use represents net debt
repayments. During 1998, we issued unsecured negetting in proceeds of $604 million. These pralseeere used to reduce existing
borrowings under our unsecured Term Loan Faciliy ansecured Revolving Credit Facility.

Financing Activities

Our primary bank credit agreement, as amended mthME999, is currently comprised of a senior, unsed Term Loan Facility and a $3
billion senior unsecured Revolving Credit Facilitpllectively referred to as the "Credit Facilitlesvhich mature on October 2, 2002. At
December 25, 1999, we had approximately $774 miliotstanding under the Term Loan Facility and $3fi5on outstanding under the
Revolving Credit Facility. Amounts outstanding under Term Loan Facility and Revolving Credit Fégilre expected to fluctuate from
time to time, but Term Loan Facility reductions eahbe reborrowed. At December 25, 1999, we hadeshiRevolving Credit Facility
borrowings available aggregating $1.9 billion, akbutstanding letters of credit of $152 million.evidelieve that we will be able to replace or
refinance our Credit Facilities with another forfrborrowing including a new credit facility or pudlly issued debt, depending on market
conditions or terms available at that time. We ently believe we will be able to replace or refioarthe Credit Facilities prior to the maturity
date.

This substantial indebtedness subjects us to ggnifinterest expense and principal repaymengabtins, which are limited in the near te
to prepayment events as defined in the credit aggae Interest on the Credit Facilities is basédggpally on the London Interbank Offered
Rate ("LIBOR") plus a variable margin as definedtia credit agreement. Therefore, our future boimgwosts may fluctuate depending uj
the volatility in LIBOR. We currently mitigate a gn of our interest rate risk through the usdimdincial instruments. See Notes 11 and 13
and our market risk discussion for further disomssiof our interest rate risk.

We anticipate that our 2000 combined cash flow fagrarating and refranchising activities will be kEvthan 1999 levels primarily becaus:
our expectations of reduced refranchising actiitgwever, we believe it will be sufficient to suppour expected capital spending and still
allow us to make required debt repayments and b Bhares under our current stock repurchasegmrogr

Consolidated Financial Condition

Assets decreased $570 million or 13% to $4.0 bilabyear-end 1999. This decrease is primarilybattable to the portfolio effect and a
decrease in cash and short-term investments. Tdreake in cash and short-term investments was plyndaiven by initiatives which
allowed us to repatriate $210 million of cash te thS. from foreign countries at minimal tax c&¥e continue to look for opportunities to
tax efficiently repatriate cash generated fromifpreoperations.

Liabilities decreased $1.2 billion or 21% to $4illidn primarily due to net debt repayments.
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Our operating working capital deficit declined 1384832 million at year-end 1999 from $960 millianyear-end 1998, primarily reflecting
the portfolio effect.

Other Significant Known Events, Trends or UncetiamExpected to Impact 2000 Ongoing Operating ime&omparisons with 1999

Impact of AmeriServe Bankruptcy

As described in Note 22, on January 31, 2000, Asezvie filed for protection under Chapter 11 ofth8. Bankruptcy Code. AmeriServe t
advised us that it intends to prepare and file withBankruptcy Court a plan of reorganizatiorhia tuture.

TRICON, the purchasing cooperative for the TRICQ&tem and key representatives of the TRICON frasechommunity are working
closely together to proactively address the bartkyugituation and develop appropriate contingeraps It is our intention to take all actic
reasonably necessary and prudent to ensure codtsupply of restaurant products and equipmentadlRICON system, and to minimize
any incremental costs or exposures related to therfserve bankruptcy. The significant actions thathave taken to date are described
below.

On February 2, 2000, we and another major Amerisenstomer agreed to provide a $150 million intéid@btor-in-possession” revolving
credit facility (the "Facility") to AmeriServe. Waitially committed to provide up to $100 milliomder this Facility. However, we have
reached an agreement in principle to assign $3@mibf our commitment to a third party, reducingr ¢otal commitment under the Facility
$70 million. AmeriServe has advised us that itasvely seeking to arrange alternative debtor-isg@ssion financing to replace the Facility.

In addition to our participation in the Facility help ensure that our supply chain continuesrttane open, we have begun to purchase (and
take title to) supplies directly from suppliersgthemporary direct purchase program") for useunrestaurants, as well as for resale to our
franchisees and licensees who previously purchaggplies from AmeriServe. AmeriServe has agreadhi® same fee in effect prior to the
bankruptcy filing, to continue to be responsibleddstributing the supplies to us and our partitiffranchisee and licensee restaurants as
well as providing ordering, inventory, billing acdllection services for us. To date, this arranggrhas been effective in ensuring supplie
our restaurants, and we have not experienced gnifisant supply interruption.

Further, we have commenced contingency planningbafidve that we can arrange with an alternatigérithutor or distributors to meet the
needs of the TRICON restaurant system if AmeriSesve longer able to adequately service our reatds or if otherwise permitted by the
Bankruptcy Court.

As in most bankruptcies involving a primary suppbe distributor, the AmeriServe bankruptcy posesain risks and uncertainties to us, as
well as to our franchisees that rely on AmeriSdovdistribute products to their restaurants. Theawsignificant of these risks and
uncertainties are described below. Significant esivelevelopments in any of these risks or unceigaigould have a material adverse impact
on our results of operations, cash flow or finahc@adition.

We expect to incur costs in connection with ourgienary direct purchase program, including the obstdditional debt incurred to finance
the inventory purchases and to carry the receigadnising from inventory sales. While we believatthdequate inventory control and
collections systems are in place, we may also inosts related to the possibility of inventory diesoence and uncollectible receivables from
our franchisees. We expect to mitigate, if notyfuffset, these costs through discounts granteslippliers for prompt
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payments. We also expect to incur certain time-unusual costs as a result of the AmeriServ&rogtcy, primarily consisting of professiol
fees.

We intend to continue to work with AmeriServe anal suppliers to meet our supply needs while Amervi€seeks to reorganize. Due to the
uncertainties surrounding AmeriServe's reorgaropative cannot predict the ultimate impact, if amy,our businesses. There can be no
assurance that the Facility will be sufficient teeh AmeriServe's cash requirements or that webeilible to fully recover the amount
advanced under the Facility. There can be no asserhat AmeriServe will be successful in arrangeplacement debtor-in-possession
financing on satisfactory terms, or that a plamemirganization for AmeriServe will ultimately berdomed, or if confirmed, what the plan
will provide. Additionally, there can be no asswarthat AmeriServe will be able to maintain ourgypine indefinitely without additional
financing or at our current contractual rates.

We currently have a multi-year contract with Amen& which is subject to the Bankruptcy Court ptaees during the reorganization
process. As stated above, we believe that we cange with an alternative distributor or distribnstéo meet the needs of the TRICON
restaurant system if AmeriServe is no longer abladequately service our restaurants or if otherwpermitted by the Bankruptcy Court. We
could, however, experience some short-term delagsal the time required to qualify and contrachwiénd transition the business to, other
distributors. There can be no assurance that tsteofdhese alternatives would be at the same vegesurrently pay AmeriServe.

We believe that we may have a set-off or recouprolirh against amounts we owe AmeriServe undedatribution contract that would
allow us to recover certain costs and damagesmbditave incurred (or may incur) as a result of ABenve's failure to perform its contract
obligations to our restaurants both prior to andrahe bankruptcy filing. While we intend to adghis claim, there can be no assurance that
we will be successful.

Without regard to the final outcome of the Ameri&ebankruptcy proceedings, it is our intentionaket whatever steps are reasonably
required to ensure continued supply of restauresdycts and equipment to the TRICON system. Tceitient we incur any ongoing
incremental costs as a result of the AmeriServéitgaticy or actions related thereto, we intend ttgate those costs to the maximum extent
possible through other reasonable management action

Impact of New Ventures

Consistent with our strategy to focus our capitakey international markets, we entered into agergmin the fourth quarter of 1999 to form
new ventures during 2000 in Canada and Polandauithargest franchisees in those markets. We intemdntribute approximately 300
restaurants in Canada and 50 restaurants in Pilandhange for an equity interest in each venflihese units represented approximately
18% of total International Company units at Decen#lie 1999. These interests will be accounted fafen the equity method. We have not
yet determined the timing of the formation of these ventures

Upon formation of these ventures, we will recogrome share of the ventures' net income or losgjagyeincome from investments in
unconsolidated affiliates. Currently, the resultsf these restaurants are being consolidated.ripadt of these transactions on operating
results will be similar to the portfolio effect ofir refranchising activities. These transactiorisnesult in a decline in our Company sales,
restaurant margin dollars and general and admitiigér expenses and an increase in franchise feesldition, because of our retained inte
in these ventures, we will recognize our shardefientures' net income or loss. Had these venbaress formed at the beginning of 1999,
1999 International Company sales would have dedlamproximately 14% as compared to the slight emeeeported in 1999. However, we
estimate the overall impact on 1999 operating preduld have been favorable due to higher francfésee and equity income.
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Change in Casualty Loss Estimates

As described in Note 21, we have recorded favoratijestments to our casualty loss reserves of d8i@mn 1999 ($21 million in the first
quarter and $9 million in the fourth quarter), $8lion in 1998 and $18 million in 1997 primarilya result of our independent actuary's
changes in its estimate of casualty losses. Thegdsawere related to previously recorded casuedty ¢stimates determined by our
independent actuary for both the current and yéars in which we retained some risk of loss. Webe the favorable adjustments are a
direct result of our recent investments in safety security programs to better manage risk attiire sevel.

We will continue to make adjustments both basedwractuary's periodic valuations as well as whenéwere are significant changes in the
expected costs of settling large claims not contatag by the actuary. Due to the inherent volatiit our actuarially-determined casualty
loss estimates, it is reasonably possible that ileexperience changes in estimated losses whiciddoe material to our growth in net
income in 2000. However, we currently expect thgnitaide of such estimate changes will be less thase experienced in 1999. This
expectation is primarily based on indications by inodependent actuary that its current loss esémate based more on the favorable actual
loss trends we have achieved in the last few ybarsthe more negative trends we experienced lieegears. We believe that, since we
record our reserves for casualty losses at a 75%idemce level, we have mitigated the negative ichpéaadverse development and/or
volatility. At December 25, 1999, our reservesdasualty losses were $142 million, compared to $tbibn at year-end 1998.

Year 2000

As previously disclosed, we developed and impleedtian enterprise-wide plan to prepare our informmatiechnology (IT) systems and non-
information technology systems with embedded teldgyapplications (ET) for the Year 2000 issue. &l&o took actions we believed wol
mitigate our Year 2000 risks related to our critimasiness partners including suppliers, banksictésees and other service providers
(primarily data exchange partners). We have noeeggpced any significant disruptions of our oper@r financial activities caused by a
failure of our IT/ET systems or unexpected busimesblems resulting from Year 2000 issues. Givenabsence of any significant problems
to date, we do not expect Year 2000 issues to hawaterial adverse effect on TRICON's operatiorfinancial results in 2000.

We currently expect our Year 2000 plan to cost epipnately $67 to $68 million from inception of théanned actions in 1997 through 2000.
We have incurred approximately $65 million of Y2800 costs from 1997 through December 25, 199%ha¢mapproximately $30 million
was incurred during 1999. We expect to incur appnately $2 to 3 million to complete all Year 200@bplem resolution in 2000. These cc
relate to additional validation of our IT/ET systeand resolution of any Year 2000 problems or is$hiat arise during the remainder of 2(
We have funded the costs related to our Year 200®through cash flows from operations.

Extra Week in 2000

Ouir fiscal calendar results in a fifty-third weeleey five or six years. Fiscal year 2000 will indtua fifty-third week in the fourth quarter.
This additional week will have a favorable effentaur operating results for 2000.
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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. From that date through no later #hme 30, 2002, participating countries
will maintain both legacy currencies and the Ewsdegal tender. Beginning January 1, 2002, new {ermminated bills and coins will be
issued, and a transition period of up to six momthisbegin during which legacy currencies will bmoved from circulation.

We have Company and franchised businesses in tygiad member countries, which are preparing ferdbnversion. Expenditures
associated with conversion efforts to date have lresignificant. We currently estimate that ourrsgieg over the ensuing three-year
transition period will be approximately $10 milliorelated to the conversion in the EMU member coesin which we operate stores. In our
1998 Form 10-K, we estimated that our spending theperiod would be approximately $16 million. §lestimate was reduced in the fourth
quarter of 1999 to reflect the refranchising oftaier equity markets and enhancements made to @atirexpoint-of-sale ("P.O.S.") systems.
Approximately 60% of these expenditures relateafoital expenditures for new P.O.S. and back-ofargsint hardware and software to
accommodate Euro-denominated transactions. We emicadoption of the Euro by the U.K. would sfgr@ntly increase this estimate due
to the size of our businesses there relative taaggregate businesses in the adopting member cesiitrwhich we operate.

The pace of ultimate consumer acceptance of andamapetitors' responses to the Euro are currenttypown 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. dtenot believe that these activities will
have sustained adverse impacts on our busineskksugh the Euro does offer certain benefits totoessury and procurement activities,
these are not currently anticipated to be significa

We currently anticipate that our suppliers andritistors will continue to invoice us in legacy aemcies until late 2001. We expect to begin
dual pricing in our restaurants in 2001. We expecompensate employees in Euros beginning in 20@2believe that the most critical
activity regarding the conversion for our businesse¢he completion of the rollout of Euro-readymaf-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 keypgliers to be Euro-compliant, could have a matexiblerse impact on our results of
operations, financial condition or cash flows.

Improvement in Effective Tax Rate

As discussed on page 28 - 29, we have achievedisagm improvements in our effective tax rate ('lE'J on ongoing operating profit in both
1999 and 1998 as a result of several tax planmitigtives and other events. In 1999, our ETR wa8%, an improvement of 300 basis pc
from 1998 and 590 basis points better than 1997.

We continue to pursue a variety of initiatives dasid to further reduce our ETR. The most significamrent initiative is to become eligible
to claim foreign income tax credits against our.UnSome tax liability on foreign sourced incomeh® it becomes more likely than not that
we will be able to claim the benefit of foreign tevedits, which is reasonably possible in 2008hauld result in a further improvement in our
ETR.
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Quantitative and Qualitative Disclosures About MarRisk of Financial Instruments

Our primary market risk exposure with regard t@finial instruments is to changes in interest raiéscipally in the United States. In
addition, an immaterial portion of our debt andeigables are denominated in foreign currencies wbigposes us to market risk associated
with exchange rate movements. Historically, we hased derivative financial instruments on a limibadis to manage our exposure to
foreign currency rate fluctuations since the marlgkt associated with our foreign currency denon@dalebt was not considered significant.

At December 25, 1999, a hypothetical 100 basistpparease in short-term interest rates would teawd reduction of $12 million in annual
pretax earnings. The estimated reduction is based timanhedged portion of our variable rate debtassimes no change in the volum:
composition of debt at December 25, 1999. In adidjtthe fair value of our interest rate derivatiomtracts would increase approximately $7
million in value to us, and the fair value of oursecured Notes would decrease approximately $2BmiFair value was determined by
discounting the projected cash flows.

New Accounting Pronouncement
See Note 2.
Cautionary Statements

From time to time, in both written reports and atatements, we present "forward-looking statememithin the meaning of Section 27A of
the Securities Act of 1933, as amended, and Se2ti&of the Securities Exchange Act of 1934, asrateé. 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 theratits. Actual results involve risks and
uncertainties, including both those specific to@mmpany and those specific to the industry, anddcdiffer materially from expectations.

Company risks and uncertainties include, but atdimited to, the limited experience of our managetngroup in operating the Company as
an independent, publicly owned business; potentsalbstantial tax contingencies related to the -Bffinwhich, if they occur, require us to
indemnify PepsiCo; our substantial debt leveragktha attendant potential restriction on our apiiit borrow in the future, as well as the
substantial interest expense and principal repayoldigations; potential unfavorable variances lestwestimated and actual liabilities
including accruals for wage and hour litigation e liabilities related to the sale of the NonecBusinesses; the ongoing business viability
of our key distributor of restaurant products agdipment in the United States and our ability teler adequate supply of restaurant proc
and equipment in our stores; our ability to complatr conversion plans or the ability of our kepiers to be Euro-compliant; our potential
inability to identify qualified franchisees to plmase restaurants at prices we consider appropmaer our strategy to reduce the percentage
of system units we operate; volatility of actudyialetermined casualty loss estimates and adopfioilew or changes in 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 promotiogidbrts; volatility of commodity costs
and increases in minimum wage and other operatstsravailability 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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Item 8. Financial Statements and Supplementary Data
INDEX TO FINANCIAL INFORMATION

Item 8 (a) (1) - (2)

Page
Reference

Item 8 (a) (1) Consolidated Financial Statements
Consolidated Statement of Operations for the fiscal years ended

December 25, 1999, December 26, 1998

and December 27, 1997 43
Consolidated Statement of Cash Flows for the fiscal years ended

December 25, 1999, December 26, 1998

and December 27, 1997 44
Consolidated Balance Sheet at December 25, 1999 and December 26, 1998 45
Consolidated Statement of Shareholders' (Deficit) E quity and

Comprehensive Income for the fiscal

years ended December 25, 1999, December 26, 1998 and

December 27, 1997 46
Notes to Consolidated Financial Statements 47
Management's Responsibility for Financial Statement s 82
Report of Independent Auditors, KPMG LLP 83

Item 8 (a) (2) Financial Statement Schedules

No schedules are required because either the eshjimformation is not present or not present in @nt® sufficient to require submission
the schedule, or because the information requg@aciuded in the above listed financial statementsotes thereto.
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Consolidated Statement of Operations
TRICON Global Restaurants, Inc. and Subsidiarissdtiyears ended December 25, 1999, December 98,atftl December 27, 1997
(in millions, except per share amounts)

199 9 1998 1997
Revenues
Company sales $ 70 99 $ 7,852 $ 9,112
Franchise and license fees 7 23 627 578
7,8 22 8,479 9,690
Costs and Expenses, net
Company restaurants
Food and paper 2,2 38 2,521 2,949
Payroll and employee benefits 1,9 56 2,243 2,614
Occupancy and other operating expenses 1,8 14 2,030 2,491
6,0 08 6,794 8,054
General and administrative expenses 9 20 941 956
Other (income) expense ( 16) (24) 8
Facility actions net (gain) loss 3 81) (275) 247
Unusual items 51 15 184
Total costs and expenses, net 6,5 82 7,451 9,449
Operating Profit 1,2 40 1,028 241
Interest expense, net 2 02 272 276
Income (Loss) Before Income Taxes 1,0 38 756 (35)
Income Tax Provision 4 11 311 76
Net Income (Loss) $ 6 27 $ 445 $ (111)
Basic Earnings Per Common Share $ 4 09 $ 292
Diluted Earnings Per Common Share $ 3 92 $ 284

See accompanying Notes to Consolidated Financide®ents.
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Consolidated Statement of Cash Flows
TRICON Global Restaurants, Inc. and Subsidiarissdtiyears ended December 25, 1999, December 98,atftl December 27, 1997
(in millions)

Cash Flows - Operating Activities
Net income (loss)

Adjustments to reconcile net income (loss) to net ¢ ash
provided by operating activities:
Depreciation and amortization 386 417 536
Facility actions net (gain) loss (381) (275) 247
Unusual items 45 15 184
Other liabilities and deferred credits 65 58 -
Deferred income taxes (16) 3 (138)
Other non-cash charges and credits, net 66 117 65
Changes in operating working capital, excluding
effects of acquisitions and dispositions:
Accounts and notes receivable (28) (8) (22)
Inventories 6 4 3
Prepaid expenses and other current assets (13) (20) -
Accounts payable and other current liabilities (215) 10 3
Income taxes payable 23 (92) 43
Net change in operating working capital (227) (106) 27
Net Cash Provided by Operating Activities 565 674 810
Cash Flows - Investing Activities
Capital spending (470) (460) (541)
Refranchising of restaurants 916 784 770
Acquisition of restaurants (6) - -
Sales of Non-core businesses - - 186
Sales of property, plant and equipment 51 58 40
Other, net 31 (80) 11
Net Cash Provided by Investing Activities 522 302 466
Cash Flows - Financing Activities
Proceeds from Notes - 604 -
Revolving Credit Facility activity, by original mat urity
More than three months - proceeds - 400 500
More than three months - payments - (900) -
Three months or less, net (860) (120) 1,935
Proceeds from long-term debt 4 4 2,000
Payments of long-term debt (180) (1,068) (65)
Short-term borrowings-three months or less, net 21 (53) 83
Decrease in investments by and advances from PepsiC o] - - (3,281)
Dividend to PepsiCo - - (2,369)
Repurchase shares of common stock (134) - -
Other, net 30 13 59
Net Cash Used for Financing Activities (1,119) (1,120) (2,138)
Effect of Exchange Rate Changes on Cash and Cash Eq uivalents - 3) (7)
Net (Decrease) Increase in Cash and Cash Equivalent S (32) (147) 131
Cash and Cash Equivalents - Beginning of Year 121 268 137
Cash and Cash Equivalents - End of Year $ 89 $ 121 $ 268
Supplemental Cash Flow Information
Interest paid $ 212 $ 303 $ 64
Income taxes paid 340 310 210
See accompanying Notes to Consolidated Financial St atements.

1999 1998 1997

$ 627 $ 445 $ (111)
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Consolidated Balance Sheet
TRICON Global Restaurants, Inc. and Subsidiariesdd®er 25, 1999 and December 26, 1998
(in millions)

1999 1998
ASSETS
Current Assets
Cash and cash equivalents $ 89 $ 121
Short-term investments, at cost 48 87
Accounts and notes receivable, less allowance: $13 in
1999 and $17 in 1998 161 155
Inventories 61 68
Prepaid expenses and other current assets 68 57
Deferred income tax assets 59 137
Total Current Assets 486 625
Property, Plant and Equipment, net 2,531 2,896
Intangible Assets, net 527 651
Investments in Unconsolidated Affiliates 170 159
Other Assets 247 200
Total Assets $ 3961 $ 4,531
LIABILITIES AND SHAREHOLDERS' DEFICIT
Current Liabilities
Accounts payable and other current liabilities $ 1,085 $ 1,283
Income taxes payable 96 94
Short-term borrowings 117 96
Total Current Liabilities 1,298 1,473
Long-term Debt 2,391 3,436
Other Liabilities and Deferred Credits 825 720
Deferred Income Taxes 7 65
Total Liabilities 4,521 5,694
Shareholders' Deficit
Preferred stock, no par value, 250 shares authorize d;
no shares issued - -
Common stock, no par value, 750 shares authorized;
151 and 153 shares issued in 1999 and
1998, respectively 1,264 1,305
Accumulated deficit (1,691) (2,318)
Accumulated other comprehensive income (133) (150)
Total Shareholders' Deficit (560) (1,163)
Total Liabilities and Shareholders' D eficit $ 3,961 $ 4,531

See accompanying Notes to Consolidated Financdé®ients.
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Consolidated Statement of Shareholders' (Deficit) E quity and Comprehensive Income

TRICON Global Restaurants, Inc. and Subsidiaries

Fiscal years ended December 25, 1999, December 2 6, 1998 and December 27, 1997
(in millions)
Issued Accumulated
Common Stock Investments by Other
- e Accumulated and Advances Comprehensive
Shares  Amount Deficit ~ from PepsiCo Income Total
Balance at December 28, 1996 $ 4,268 $ (29) $ 4,239
Net income prior to Spin-off 283 283
Net loss after Spin-off (394) (394)
Foreign currency translation adjustment (101) (101)
Minimum pension liability adjustment (includes
tax of $2 million) 2 2
Comprehensive Income (Loss) (210)
Net investments by and advances from PepsiCo (1,152) (1,152)
Spin-off dividend and partial repayment of
advances (2,369) (2,131) (4,500)
Issuance of shares of common stock, no par value,
in connection with the Spin-off 152 -
Contribution to capital of remaining unpaid
advances 1,268 (1,268) -
Stock option exercises 3 3
Balance at December 27, 1997 152 $ 1271 $ (2,763) $ - $ (128) $ (1,620)
Net income 445 445
Foreign currency translation adjustment (20) (20)
Minimum pension liability adjustment (includes
tax of $1 million) ) 2)
Comprehensive Income 423
Adjustment to opening equity related to net
advances from PepsiCo 12 12
Stock option exercises (includes tax benefits of
$3 million) 1 22 22
Balance at December 26, 1998 153 $ 1,305 $ (2,318) $ - $ (150) $ (1,163)
Net income 627 627
Foreign currency translation adjustment 15 15
Minimum pension liability adjustment (includes
tax of $1 million) 2 2
Comprehensive Income 644
Adjustment to opening equity related to net
advances from PepsiCo 7 7
Repurchase of shares of common stock 3) (134) (134)
Stock option exercises (includes tax benefits of
$14 million) 1 39 39
Compensation-related events 47 47
Balance at December 25, 1999 151 $ 1264 $ (1,691) $ - $ (133) $ (560)

See accompanying Notes to Consolidated Finance®ients.
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Notes to Consolidated Financial Statements
(tabular amounts in millions, except share data)

Note 1 - Description of Business

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON" or the "Compé#his the world's largest quick
service restaurant company based on the numbegstiis units, with almost 30,000 units in 104 coiestand territories. References to
TRICON throughout these Consolidated Financialebt@ints are made using the first person notatiotwedfor "us." Our worldwide
businesses, KFC, Pizza Hut and Taco Bell ("Corariass(es)"), include the operations, developmedtfa@nchising or licensing of a system
of both traditional and non-traditional quick seev/irestaurant units. Our traditional restaurardatuie dinen, carryout and, in some instanc
drive-thru or delivery service. Non-traditional tminclude express units and kiosks which have eerimited menu and operate in non-
traditional locations like airports, gas and corieane stores, stadiums, amusement parks and ce/ledpere a full-scale traditional outlet
would not be practical or efficient. Each Core Biesis has proprietary menu items and emphasizgsahparation of food with high quality
ingredients as well as unique recipes and spee#aings to provide appealing, tasty and attradtiod at competitive prices.
Approximately 33% of our system units are locatatsinle the U.S. In late 1994, we determined thelh €&ore Business system should be
rebalanced toward a higher percentage of totaksysinits operated by franchisees and that Compaggrperforming units should be clos
Since that time, we have refranchised 5,138 unitscdosed 2,119 units through December 25, 1999 0@erall Company ownership
percentage of total system units was 23% at Decef%)el 999, a decline of 5 percentage points frearyend 1998 and 11 percentage points
from year-end 1997. Our target Company ownershpjgoximately 20%.

We also previously operated other non-core bus@sedsposed of in 1997, which included CalifornizzR Kitchen, Chevys Mexican
Restaurant, D'Angelo’'s Sandwich Shops, East Sid@and Hot 'n Now (collectively, the "Non-corednesses").

Note 2 - Summary of Significant Accounting Policies

Our preparation of the accompanying Consolidatedfgial Statements in conformity with generallyepted accounting principles requires
us to make estimates and assumptions that affeottesl amounts of assets and liabilities and désel of contingent assets and liabilities at
the date of the financial statements and the regamounts of revenues and expenses during thairepperiod. Actual results could differ
from our estimates.

Principles of Consolidation and Basis of PreparatidtRICON was created as an independent, publiglyed company on October 6, 1997
(the "Spin-off Date") via a tax-free distributioy bur former parent, PepsiCo, Inc. ("PepsiCo")pwf Common Stock (the "Distribution” or
"Spin-off”) to its shareholders. The accompanyirané§blidated Financial Statements present our fiahposition, results of operations and
cash flows as if we had been an independent, gylaened company for all prior periods presentetedicompany accounts and transactions
have been eliminated. Investments in unconsolidati@dtes in which we exercise significant infuge but do not control are accounted for
by the equity method. Our share of the net incomess of those unconsolidated affiliates and oetifjn exchange gains or losses are
included in other (income) expense. The Consoldi&iaancial Statements prior to the Spin-off Dateresent the combined worldwide
operations of our Core Businesses and Non-corenBsisés disposed of in 1997. To facilitate thisgrtgion, PepsiCo made certain
allocations of its previously unallocated interastl general and administrative expenses as wphaafrma computations, to the extent
possible, of separate income tax provisions foresdaurant segment.
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PepsiCo based its interest allocations on its wethhverage interest rate applied to the averagesdhibalance of investments by and
advances from PepsiCo and its allocations of géaedhadministrative expenses on our revenue ascept of PepsiCo's total revenue. We
believe that the bases of allocation of interepease and general and administrative expensesrea&senable based on the facts and
circumstances available at the date of their alionahowever, these allocations are not indicativamounts that we would have incurred as
an independent, publicly owned company. Our 198ilte included $188 million of interest allocaticarsd $37 million of general and
administrative allocations from PepsiCo. PepsiGadlts weighted-average interest rate of 6.1% koutate the interest allocation for 1997
through the Spiroff Date. PepsiCo managed its tax position on aalistated basis, which took into account the resoiltall of its businesse
For this reason, our historical effective tax rgiger to 1998 are not indicative of our future taxes.

In addition, our capital structure changed in 1897 result of the Distribution and bears littlatienship to the average net outstanding
investments by and advances from PepsiCo pridre@pin-off. In connection with the Spafif, we borrowed $4.55 billion to fund a divide
and repayments to PepsiCo, which exceeded theggetgate balance owed at the Spin-off Date by Billian.

Segment Disclosures. Effective December 28, 19@7adopted SFAS No. 131, "Disclosures About Segnwfras Enterprise and Related
Information" ("SFAS 131"). Operating segments, ard by SFAS 131, are components of an enterphset which separate financial
information is available that is evaluated regyldny the chief operating decision maker in decidiogv to allocate resources and in assessing
performance. This Statement allows aggregationnoifes operating segments into a single operategnsent if the businesses are considered
similar under the criteria of SFAS 131. We identifyr operating segments based on management rdsiipnwithin the U.S. and
International. For purposes of applying SFAS 13& censider our three U.S. Core Business operagigmesnts to be similar and therefore
have aggregated them into a single reportable tpgrsegment.

Internal Development Costs and Abandoned Site C@égscapitalize direct internal payroll and payrellated costs and direct external costs
associated with the acquisition of a site to beetigyed as a Company unit and the constructionusfitton that site. Only those site-specific
costs incurred subsequent to the time that thexsijeisition is considered probable are capitali¥éd consider acquisition probable upon
final site approval. If we subsequently make a meteation that a site for which internal developtnensts have been capitalized will not be
acquired or developed, the previously capitalizestare expensed at this date and included irrglesred administrative expenses.

Fiscal Year. Our fiscal year ends on the last Satyiin December and, as a result, a fifty-third kviseadded every five or six years. Fiscal
years 1999, 1998 and 1997 comprised 52 weeks.Ikisaa2000 will include a fift-third week. Each of the first three quarters aftefiscal
year consists of 12 weeks and the fourth quartesists of 16 or 17 weeks. Our subsidiaries opamatgimilar fiscal calendars with period ¢
dates suited to their businesses. Period end degesgithin one week of TRICON's period end datéwhie exception of our international
businesses, which close one period or month eadlifacilitate consolidated reporting.

Direct Marketing Costs. We report substantiallycdlbur direct marketing costs in occupancy aneéotperating expenses in the
Consolidated Statement of Operations, which inclemis of advertising and other marketing actisitl&e charge direct marketing costs to
expense ratably in relation to revenues over tlae iyewhich incurred. Direct marketing costs deddrat yeaend consist of media and rela

ad production costs. We expense these costs whandtlia or ad is first used. Deferred advertisikpgeease, classified as prepaid expenses in
the Consolidated Balance Sheet, was $3 millior9@9land $4 million in 1998. Our advertising expansere $385 million, $435 million and
$517 million in 1999, 1998 and 1997, respectively.
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The decline in our advertising expense is a direstilt of substantially fewer Company stores assalt of our major refranchising program.

Research and Development Expenses. Research agldgleent expenses, which we expense as incurred,$24 million in 1999 and $21
million in both 1998 and 1997.

Stock-Based Employee Compensation. We measure-bBassd employee compensation cost for financigstant purposes in accordance
with Accounting Principles Board Opinion No. 25,¢@unting for Stock Issued to Employees," andealated interpretations and include pro
forma information in Note 15 as required by Statettd Financial Accounting Standards No. 123, "Aacting for Stock-Based
Compensation” ("SFAS 123"). Accordingly, we meastompensation cost for the stock option grantsutoemployees as the excess of the
average market price of our Common Stock at thetgtate over the amount the employee must payhéstock. Our policy is to generally
grant stock options at the average market pridheofinderlying Common Stock at the date of grant.

Earnings (Loss) Per Common Share. In the accompgr§onsolidated Statement of Operations, we hav#emhoss per share information
for 1997 as our capital structure as an indepengeilicly owned company did not exist for the emtiear.

Derivative Instruments. From time to time, we a8liinterest rate swaps, collars and forward rateemgents to hedge our exposure to
fluctuations in variable interest rates.

We recognize the interest differential to be paidezeived on interest rate swap and forward rgteeanents as an adjustment to interest
expense as the differential occurs. We recognigériterest differential to be paid or received arirderest rate collar as an adjustment to
interest expense only if the interest rate falloweor exceeds the contractual collared range. #fleat the recognized interest differential not
yet settled in cash in the accompanying ConsoliiBiance Sheet as a current receivable or paylble. were to terminate an interest r
swap, collar or forward rate position, any gaidass realized upon termination would be deferredl @mortized to interest expense over the
remaining term of the underlying debt instrumentdts intended to modify or would be recognized irdiaely if the underlying debt
instrument was settled prior to maturity.

We recognize foreign exchange gains and lossesrarafd contracts that are designated and effeasveedges of foreign currency
receivables each period as the differential occthss is fully offset by the corresponding gainlass recognized in income on the currency
translation of the receivable, as both amountdased upon the same exchange rates. We reflectdbgnized foreign currency differential
not yet settled in cash on the accompanying Calai@ld Balance Sheet each period as a current abteigr payable. If a foreign currency
forward contract was to be terminated prior to migtuthe gain or loss recognized upon terminatiauld be immediately recognized into
income.

We defer gains and losses on futures contractatealesignated and effective as hedges of futurermodity purchases and include them in
the cost of the related raw materials when purahashkanges in the value of futures contracts theatige to hedge commaodity purchases are
highly correlated to the changes in the value efgthrchased commodity. If the degree of correlabietwveen the futures contracts and the
purchase contracts were to diminish such thatwoentere no longer considered highly correlatedyweeld recognize in income subsequent
changes in the value of the futures contracts.

Cash and Cash Equivalents. Cash equivalents repriesels we have temporarily invested (with oridimeaturities not exceeding three
months) as part of managing our day-to-day opegatash receipts and disbursements.
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Inventories. We value our inventories at the loafetost (computed on the first-in, first-out method net realizable value.

Property, Plant and Equipment. We state propetiynt@nd equipment ("PP&E") at cost less accumdldtpreciation and amortization,
impairment writedowns and valuation allowances. 8&lleulate depreciation and amortization on a stitdige basis over the estimated useful
lives of the assets as follows: 5 to 25 years foldings and improvements, 3 to 20 years for maatyimnd equipment and 3 to 7 years for
capitalized software costs. We suspend depreciatiodnamortization on assets related to restautlhatsre held for disposal. Our
depreciation and amortization expense was $34%mil$372 million and $460 million in 1999, 199841997, respectively.

Intangible Assets. Intangible assets include baéntifiable intangibles and goodwill arising frohretallocation of purchase prices of
businesses acquired. Where appropriate, the ifikesgire allocated to the individual store levehattime of acquisition. We base amounts
assigned to identifiable intangibles on indepen@@piraisals or internal estimates. Goodwill repmessthe residual purchase price after
allocation to all identifiable net assets. Our ing#ble assets are stated at historical allocatstlless accumulated amortization, impairment
writedowns and valuation allowances. We amortizarigible assets on a straight-line basis as follawgo 20 years for reacquired franchise
rights, 3 to 34 years for trademarks and othertifieble intangibles and up to 20 years for gootlwk discussed further below, we suspend
amortization on intangible assets allocated taaresints that are held for disposal. Our amortipatixpense was $44 million, $52 million and
$70 million in 1999, 1998 and 1997, respectively.

Franchise and License Fees. We execute franchigzense agreements covering each point of digiobhuvhich provide the terms of our
arrangement with the franchisee or licensee. Qurchise and certain license agreements generglljrecthe franchisee or licensee to pay an
initial, non-refundable fee. Our agreements alspiire continuing fees based upon a percentagded.saubject to our approval and payment
of a renewal fee, a franchisee may generally rateagreement upon its expiration. Our direct co$the sales and servicing of franchise
license agreements are charged to general and isthatiive expense as incurred.

We recognize initial fees as revenue when we havipned substantially all initial services requdifgy the franchising or licensing
agreement, which is generally upon opening of eesiMVe recognize continuing fees as earned withpgmopriate provision for estimated
uncollectible amounts. We recognize renewal feesaimings when a renewal agreement becomes effettle include initial fees collected
upon the sale of a restaurant to a franchiseefianehising gains (losses).

Refranchising Gains (Losses). Refranchising gdossés) include the gains or losses from the sdilear restaurants to new and existing
franchisees and the related initial franchise fedsiced by direct administrative costs of refrasicly. We recognize gains on restaurant
refranchisings when the sale transaction closesfréamchisee has a minimum amount of the purchase im at-risk equity and we are
satisfied that the franchisee can meet its findrmbiigations. Otherwise, we defer refranchisingngauntil those criteria have been met. In
executing our refranchising initiatives, we mogeafoffer groups of restaurants. We only consillerstores in the group "held for disposal”
where the group is expected to be sold at a logstatbgnize estimated losses on restaurants teffamchised and suspend depreciation and
amortization when: (1) we make a decision to refnése stores; (2) the estimated fair value lestsdossell is less than the carrying amoul
the stores; and (3) the stores can be immediageipved from operations. For groups of restauratgected to be sold at a gain, we typically
do not suspend depreciation and amortization thrgikale is probable. For practical purposes, ga the closing date as the point at which
the sale is probable. When we make a decisiontainra store previously held for refranchising, isealue the store at the lower of its net
book value at our original disposal decision dassInormal depreciation during the period heldifsposal or its current fair market value.
This value becomes the store's new cost basis. We
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charge (or credit) any difference between the ®a@arying amount and its new cost to refranchigjains (losses). When we make a deci
to close a store previously held for refranchising,reverse any previously recognized refranchiking and then record the store closure
costs as described below.

Store Closure Costs. Effective for closure decisiormde on or subsequent to April 23, 1998, we m@izegstore closure costs when we have
closed the restaurant within the same quarter ecistbn is made. Store closure costs include tseafonriting-down (impairing) the carryir
amount of a restaurant's assets to estimated taketvalue less costs of disposal. Additionallg, necord a liability for the net present value
of any remaining operating lease obligations dfterexpected closure date, net of estimated sublaasme, if any, at the date the closure is
considered probable.

Impairment of Long-Lived Assets to be Held and Usethe Business. We review our long-lived asdatduding any allocated intangible
assets, related to each restaurant to be heldsstini the business semi-annually for impairmeniyleenever events or changes in
circumstances indicate that the carrying amount i@gfstaurant may not be recoverable. We evalustaweants using a "two-year history of
operating losses" as our primary indicator of pb&impairment. Based on the best information k¢, we write down an impaired
restaurant to its estimated fair market value, Witiecomes its new cost basis. We generally meastireated fair market value by
discounting estimated future cash flows. In additiafter April 23, 1998, when we decide to clostae beyond the quarter in which the
closure decision is made, it is reviewed for impent and depreciable lives are adjusted. The immgait evaluation is based on the estimated
cash flows from continuing use until the expectspasal date plus the expected terminal value.

Considerable management judgment is necessaryitiwads future cash flows. Accordingly, actual réswould vary significantly from our
estimates.

Impairment of Investments in Unconsolidated Aftiéia and Enterprise-Level Goodwill. Our methodolémydetermining and measuring
impairment of our investments in unconsolidatediafés and enterprise-level goodwill is similarthe methodology we use for our
restaurants except (a) the recognition test fanaestment in an unconsolidated affiliate companescarrying amount of our investment to a
forecast of our share of the unconsolidated afilsaundiscounted cash flows including interesttaméds instead of undiscounted cash flows
before interest and taxes used for our restaueaats

(b) enterprise-level goodwill is generally evaluh#g a country level instead of by individual resgant. Also, we record impairment charges
related to our investments in unconsolidated atf whenever other circumstances indicate thateedse in the value of an investment has
occurred which is other than temporary.

Considerable management judgment is necessaryitoags future cash flows. Accordingly, actual réswould vary significantly from our
estimates.

New Accounting Pronouncement Not Yet Adopted. IneJu998, the Financial Accounting Standards Bodnel 'FASB") issued Statement
Financial Accounting Standards No. 133, "AccounfimgDerivative Instruments and Hedging Activitig§SFAS 133"). SFAS 133
establishes accounting and reporting standardsriegthat every derivative instrument (includingrain derivative instruments embedde:
other contracts) be recorded in the balance slsegittger an asset or liability measured at its\vfalue. SFAS 133 requires that changes in the
derivative's fair value be recognized currentlg@nings unless specific hedge accounting crisegamet. Special accounting for qualifying
hedges allows a derivative's gains and lossedsetdhe related change in fair value on the hedgadin the consolidated statement of
operations, and requires that a company must féyrdatument, designate and assess the effectivefi¢smsactions that receive hedge
accounting.

In June 1999, the FASB amended SFAS 133 to extendequired adoption date from fiscal years begigmifter June 15, 1999 to fiscal ye
beginning after June 15, 2000. The amendment weesponse to
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issues identified by FASB constituents regardinglémentation difficulties. A company may implem&RAS 133 as of the beginning of &
fiscal quarter after issuance, (that is, fiscalrtpra beginning June 16, 1998 and thereafter). SE3&Scannot be applied retroactively. When
adopted, SFAS 133 must be applied to (a) derivatisEuments and (b) certain derivative instrumembedded in hybrid contracts that were
issued, acquired or substantively modified aftecémeber 31, 1998 (and, at the company's electidoréodanuary 1, 1999).

We have not yet quantified the effects of adop&RAS 133 on our financial statements or determihediming or method of our adoption

SFAS
133. However, the adoption of SFAS 133 could ineeegolatility in our earnings and other comprehemgicome.

Reclassifications. We have reclassified certaim@én the accompanying Consolidated Financial Btatgs for prior periods to be
comparable with the classification we adopted ffierfiscal year ended December 25, 1999. Thesessifitations had no effect on previously
reported net income or loss.

Note 3 - Comprehensive Income

Accumulated Other Comprehensive Income includes:

1999 1998 1997
Foreign currency translation adjustment arising dur ing the period $ 15 $ (21) $ (90)
Less: Foreign currency translation adjustment incl uded in net income (loss) - 1 (112)
Net foreign currency translation adjustment $ 15 $ (20) $ (101)

Accumulated Other Comprehensive Income consisteleofollowing components as of December 25, 198B@ecember 26, 1998:

1999 1998
Foreign currency translation adjustment $ (133) % (148)
Minimum pension liability adjustment - 2)
Total accumulated other comprehensive income  $ (133) $ (150)
Note 4 - Earnings Per Common Share ("EPS")
1999 1998
Net income $ 627 $ 445
Basic EPS:
Weighted-average common shares outstanding 153 153
Basic EPS $ 409 $ 292
Diluted EPS:
Weighted-average common shares outstanding 153 153
Shares assumed issued on exercise of dilutive
share equivalents 24 20
Shares assumed purchased with proceeds of
dilutive share equivalents (17) a7)
Shares applicable to diluted earnings 160 156
Diluted EPS $ 392 $ 284

Unexercised employee stock options to purchaseoappately 2.5 million and 1 million shares of ouof@mon Stock for the years ended
December 25, 1999 and December 26, 1998, resplctivere not
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included in the computation of diluted EPS becahe# exercise prices were greater than the avaragket price of our Common Stock
during the year.

We have omitted EPS data for the year ended Deae2ihd 997 since we were not an independent, dulidiened company with a capital
structure of our own for the entire year.

Note 5 - Items Affecting Comparability of Net Incorre (Loss)

Accounting Changes

In 1998 and 1999, we adopted several accountindhanthn resource policy changes (collectively, imebunting changes") that impacted
our 1999 operating profit. These changes, whictbelive are material in the aggregate, fall inte¢hcategories:

o required changes in Generally Accepted Accourfnigciples ("GAAP"),
o discretionary methodology changes implementeddre accurately measure certain liabilities and
o policy changes driven by our human resource andumting standardization programs.

Required Changes in GAAP- Effective December 2B8]%ve adopted Statement of Position 98-1 ("SOR"98*Accounting for the Costs |
Computer Software Developed or Obtained for Intetise." SOP 98-1 identifies the characteristicgtdrnal-use software and specifies that
once the preliminary project stage is completeeadiexternal costs, certain direct internal payaal payroll-related costs and interest costs
incurred during the development of computer sofeafar internal use should be capitalized and amexiti Previously, we expensed all
software development and procurement costs asragatuin 1999, we capitalized approximately $13 imnillof internal software development
costs and third party software costs that we wbialee previously expensed. As of December 25, 199 terest costs were capitalized due
to the insignificance of amounts. The majoritylod software being developed is not yet ready fointended use. The amortization of assets
that became ready for their intended use in 199 imanaterial.

In addition, we adopted Emerging Issues Task Flasuee No. 97-11 ("EITF 97-11"), "Accounting for énbal Costs Relating to Real Estate
Property Acquisitions," upon its issuance in Mat@98. EITF 97-11 limits the capitalization of imtat real estate acquisition costs to those
site-specific costs incurred subsequent to the tiraethe real estate acquisition is probable. Wfesider acquisition of the property probable
upon final site approval. In the first quarter 809, we also made a discretionary policy changéitimthe types of costs eligible for
capitalization to those direct cost types descriedapitalizable under SOP 98-1. Prior to the tdlopf EITF 97-11, all pre-acquisition real
estate activities were considered capitalizablés Thange unfavorably impacted our 1999 operatmfjtfoy approximately $3 million.

To conform to the Securities and Exchange Commi&sifpril 23, 1998 letter interpretation of Staternef Financial Accounting Standards
No. 121, "Accounting for the Impairment of Lc-Lived Assets and for Long-Lived Assets to Be Disgab Of," our store closure accounting
policy was changed in 1998. Effective for closuegidions made on or subsequent to April 23, 19@8regognize store closure costs when
we have closed the restaurant within the same gt closure decision is made. When we decidéoge a restaurant beyond the quarter in
which the closure decision is made, it is reviefi@dmpairment. The impairment evaluation is basadhe estimated cash flows from
continuing use until the expected date of disppha the expected terminal value. If the restauisanot fully impaired, we continue to
depreciate the assets over their estimated rengairseful life. Prior to April 23, 1998, we recogeikzstore closure costs and generally
suspended depreciation and amortization when wiglelk¢o close a restaurant within the next twehanths. This change resulted in
additional depreciation and amortization of appmadely $3 million through April 23, 1999.
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Discretionary Methodology Changes- In 1999, thehmdblogy used by our independent actuary was reéfamel enhanced to provide a more
reliable estimate of the self-insured portion of ourrent and prior years' ultimate loss projeciogiated to workers' compensation, general
liability and automobile liability insurance progna (collectively "casualty loss(es)"). Our prioaptice was to apply a fixed factor to increase
our independent actuary's ultimate loss projectiohigh was at the 51% confidence level for eachr y@approximate our targeted 75%
confidence level. Confidence level means the liia@did that our actual casualty losses will be etpual below those estimates. Based on our
independent actuary's opinion, our prior practicepced a very conservative confidence factorlavel higher than our target of 75%. Our
actuary now provides an actuarial estimate atangeted 75% confidence level in the aggregatelfeeH-insured years. The change in
methodology resulted in a one-time increase iN1®99 operating profit of over $8 million.

At the end of 1998, we changed our method of deténg) the pension discount rate to better refleetassumed investment strategies we
would most likely use to invest any short-term castpluses. Accounting for pensions requires wet@®lop an assumed interest rate on
securities with which the pension liabilities coble effectively settled. In estimating this discorate, we look at rates of return on high-
quality corporate fixed income securities curremthailable and expected to be available duringp#réod to maturity of the pension benefits.
As it is impractical to find an investment portfolivhich exactly matches the estimated paymentratifahe pension benefits, we often have
projected short-term cash surpluses. Previouslyassemed that all sharrm cash surpluses would be invested in U.S. gorent securitie
Our new methodology assumes that our investmeategiies would be equally divided between U.S. gawent securities and high-quality
corporate fixed income securities. The pensionadist methodology change resulted in a one-timesas® in our 1999 operating profit of
approximately $6 million.

Human Resource and Accounting Standardization Brogr In the first quarter of 1999, we began thaddrdization of our U.S. personnel
practices. At the end of 1999, our vacation padiciere conformed to a calendar-year based, eayotago, use-or-lose policy. The change
provided a one-time favorable increase in our 1§8&rating profit of approximately $7 million. Oth&eccounting policy standardization
among our three U.S. Core Businesses provided ditmeefavorable increase in our 1999 operatingipodfapproximately $1 million.

The impact of the above described accounting chaisggummarized below:

1999
Impact
GAAP $ 7
Methodology 14
Standardization 8
Total $ 29
These changes impacted our results as follows:
Restaurant margin $ 11
General and administrative expenses 18
Operating Profit $ 29
U.S. $ 15
International -
Unallocated 14
Total $ 29
After-tax $ 18
Per diluted share $ 0.11
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1997 Fourth Quarter Charge

In the fourth quarter of 1997, we recorded a $530am unusual charge ($425 million after-tax). Ttiearge included estimates for (1) costs
of closing stores, primarily at Pizza Hut and intionally; (2) reduction to fair market value,dessts to sell, of the carrying amounts of
certain restaurants we intended to refranchisen{Bairment of certain restaurants intended todesin the business; (4) impairment of
certain investments in unconsolidated affiliatebéaetained; and (5) costs of related personmeiateons. Of the $530 million charge,
approximately $401 million related to asset writeds and approximately $129 million related to liigis, primarily occupancyelated cost
and, to a much lesser extent, severance. Theitiabilvere expected to be settled from cash flomsiged by operations. Through December
25, 1999, the amounts used apply only to the astimvered by the charge.

The components of the 1997 fourth quarter chargelatailed below:

U .S. International ~ Worldwide

Store closure costs $ 141 $ 72 $ 213
Refranchising losses 77 59 136
Impairment charges 12 49 61

Total facility actions net loss 230 180 410
Impairment of investments in unconsolidated

affiliates - 79 79
Severance and other 18 23 41

Total unusual items 18 102 120
Total fourth quarter charges $ 248 $ 282 $ 530
Total fourth quarter charges, after-tax $ 176  $ 249 $ 425

During 1999 and 1998, we continued to re-evaluatepoior estimates of the fair market value of snd be refranchised or closed and other
liabilities arising from the charge. In 1999, weoeled favorable adjustments of $13 million ($10ion after-tax) and $11 million ($10
million after-tax) included in facility actions ngtin and unusual items, respectively. These adprsts relate to lower-than-expected losses
from stores disposed of, decisions to retain storiggnally expected to be disposed of and chamgestimated costs. In 1998, favorable
adjustments of $54 million ($33 million after-taafd $11 million ($7 million after-tax) were includien facility actions net gain and unusual
items, respectively. These adjustments primarilgteel to decisions to retain certain stores orifjirexpected to be disposed of, lower-than-
expected losses from stores disposed of and faleoledse settlements with certain lessors relatetiores closed.

Our operating profit includes benefits from theprssion of depreciation and amortization of apprately $12 million ($7 million after-tax)
and $33 million ($21 million after-tax) in 1999 ab€@98, respectively, for stores held for dispogak relatively short-term benefits from
depreciation and amortization suspension relatetioies that were operating at the end of the otispeperiods ceased when the stores were
refranchised, closed or a subsequent decision vaae o retain the stores.

Although we originally expected to refranchise lase all 1,392 units included in the original cteatyy year-end 1998, the disposal of 531
units was delayed. In 1999, we disposed of 326&uaitd decisions were made to retain 195 uniténalig expected to be disposed of in
1999.
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Below is a summary of activity through 1999 relatedhe units covered by the 1997 fourth quartergé:

Units Expected to be Total Units

Closed  Ref ranchised  Remaining
Units at December 27, 1997 740 652 1,392
Units disposed of (426) (320) (746)
Units retained (88) (20) (108)
Change in method of disposal (109) 109 -
Other 6 (13) (@)
Units at December 26, 1998 123 408 531
Units disposed of (79) (247) (326)
Units retained (29) (166) (195)
Change in method of disposal (21) 21 -
Other 6 (16) (10)

Below is a summary of the 1999 and 1998 activitgtesl to our asset valuation allowances and ligdslirecognized as a result of the 1997
fourth quarter charge:

Asset
Valuation
Allowances Liabilities Total
Balance at December 27, 1997 $ 261 $ 129 $ 390
Amounts used (131) (54) (185)
(Income) expense impacts:
Completed transactions 27) ) (34)
Decision changes (22) (17) (39)
Estimate changes 15 @) 8
Other 1 - 1
Balance at December 26, 1998 $ 97 $ 44 $ 141
Amounts used (87) (32) (119)
(Income) expense impacts:
Completed transactions (5) - (5)
Decision changes 1 3) 2)
Estimate changes ) 9) (16)
Other 1 - 1
Balance at December 25, 1999 $ - $ - $ -

Facility Actions Net (Gain) Loss

Facility actions net (gain) loss consists of thtemponents:

0 Gains and losses on sales of our restauransn@nd existing franchisees,

o Costs of closing our underperforming stores and
o Impairment charges both for restaurants we interantinue to use in the business and, sincel 2Bri1998, restaurants we intend to close

beyond the quarter in which the closure decisianasle.
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The components of facility actions net (gain) lftgs1999, 1998 and 1997 were as follows:

Total
u.s.
Refranchising net gains(a) $ (405)
Store closure net costs 5

Impairment charges for stores that
will continue to be used in the
business 6

Impairment charges for stores to be
closed in the future 9

Facility actions net (gain) loss (385)

Refranchising net gains(a) (17)
Store closure net costs 8
Impairment charges for stores that

will continue to be used in the
business 10
Impairment charges for stores to be
closed in the future 3

Refranchising net gains(a) (422)
Store closure net costs 13
Impairment charges for stores that

will continue to be used in the

business(b) 16
Impairment charges for stores to be

closed in the future(b) 12
Facility actions net (gain) loss $ (381)

Facility actions net (gain) loss,
after-tax $ (226)

(@) Includes initial franchise fees in the U.S$88 million in 1999 and $39 million in both 199801997, and in International of $7 million,

1999 1998
(Excluding (Excluding
1997 4th Qtr. 1997 4th Qtr.

Charge Charge
Adjustments) Total  Adjustments)
$ (396) $ (275) $ (249)

15 9) 27

6 23 23

9 5 5
(366) (256) (194)
(22) (4) (32
7 (18) 2

10 2 2

3 1 1

2 (19) (27)
(418) (279) (281)
22 27) 29
16 25 25
12 6 6

$ (368) $ (275) $ (221)
$ (216) $ (162) $ (129)

$5 million and $2 million in 1999, 1998 and 199%spectively. See Note 6.

(b) Impairment charges for 1999 and 1998 were dsmbagainst the following asset categories:

1999

Property, plant and equipment
Intangible assets:
Goodwill 1
Reacquired franchise rights

1998

$ 25

Total impairment $28 $31

$ 25

(Excluding
1997 4th
Total  Qtr. Charge)

$ (67) $ (144)

154 13
59 a7
146 (84)
(45) (104)
94 22
52 3
101 (79)

(112) (248)
35

111 50

$ 247 $ (163)

$ 163 $ (137)




The following table displays a summary of the 1888 1998 activity related to all stores disposedrdfeld for disposal including the stores
covered by the fourth quarter 1997 charge. We belibat the remaining carrying amounts are adedoatemplete our disposal actions.

Asset
Valuation
Allowances Liabilities
Carrying amount at December 27, 1997 $ 291 $ 115
Amounts used (148) (36)
(Income) expense impact:
New decisions 16 5
Estimate/decision changes (33) (8)
Other 1 1
Carrying amount at December 26, 1998 127 77
Amounts used (100) (36)
(Income) expense impact:
New decisions 9 15
Estimate/decision changes (20) 15
Other 4 -
Carrying amount at December 25,1999 $ 20 $ 71

The carrying values of assets held for disposaldlwhnclude stores, our idle processing facilityfifichita, Kansas and a minority interest
investment in a non-core business in 1998) by taptr operating segment as of December 25, 199®andmber 26, 1998 were as follows:

1999 1998
u.s. $ 40 $ 111
International - 46
Total $ 40 $ 157

We anticipate that all assets held for dispos@lestember 25, 1999 will be disposed of during 2000.
The results of operations for stores held for dssppor disposed of in 1999, 1998 and 1997 werelasafs:

1999 1998 1997

Stores held for disposal or disposed of in 1999:

Sales $ 734 $ 1271 $1,155

Restaurant margin 76 147 114
Stores disposed of in 1998 and 1997:

Sales $ - $ 637 $1,779

Restaurant margin - 55 132

The loss of restaurant margin from the disposahes$e stores is mitigated in income before taxethéyncreased franchise fees for stores
refranchised, lower general and administrative agpe and reduced interest costs primarily resultorg the reduction of debt by the after-
tax cash proceeds from our refranchising activifid® margin reported above includes the benefihfthe suspension of depreciation and
amortization of approximately $9 million ($8 miltidn the U.S. and $1 million in International), $3&lion ($24 million in the U.S. and $8
million in International) and $17 million in the 8. in 1999, 1998 and 1997, respectively, on assdtkfor disposal.
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Unusual Items

1999 1998 1 997
Us. s 48 $ 11 $ 85
International 3 4 99
Worldwide ~ $ 51 $ 15 $ 1 84
After-tax $29 $ 3 $1 8;_

On January 31, 2000, AmeriServe Food Distributing, ("AmeriServe"), our primary U.S. distributdited for protection under Chapter 11
of the U.S. Bankruptcy Code. As a result of thelkdoaptcy, we wrote off approximately $41 million amounts owed to us by AmeriServe,
including a $15 million unsecured loan. See Notel@2addition to the AmeriServe writgff, unusual items included the following in 1999)
an increase in the estimated costs of settlemergrtdin wage and hour litigation and associatédrnde and other costs incurred, as more
fully described in Note 21; (2) favorable adjustisato our 1997 fourth quarter charge related tceloactual costs; (3) the writedown to
estimated fair market value less cost to sell ofidle Wichita processing facility; (4) costs asisted with the pending formation of
international unconsolidated affiliates in Canadd Roland; (5) the impairment of enterprise-lexadwill in one of our international
businesses; and (6) additional severance and efiiterosts related to 1998 strategic decisiongremmline the infrastructure of our
international businesses. The estimated fair masdieie of our idle Wichita processing facility wastermined by using the estimated selling
price based primarily on an evaluation by a quedifihird party.

Unusual items in 1998 included: (1) an increasiénestimated costs of settlement of certain wagehaur litigation and associated defense
and other costs incurred; (2) severance and oHtiiec@sts related to 1998 strategic decisionsreashline the infrastructure of our
international businesses; (3) favorable adjustmientsir 1997 fourth quarter charge related to gdied actions that were not taken,
primarily severance; (4) the writedown to estimatdmarket value less costs to sell of our mityoiriterest in a privately held non-core
business, previously carried at cost; and (5) malerof certain valuation allowances and leasdliliab relating to better-than-expected
proceeds from the sale of properties and settlenfdetise liabilities associated with propertigsired upon the sale of a Non-core Business.

Unusual items in 1997 included: (1) $120 milliod2$ million after-tax) of unusual asset impairmeantl severance charges included in our
1997 fourth quarter charge described above; (2)pgsato further reduce the carrying amounts ofNbe-core Businesses held for disposal to
estimated market value, less costs to sell; andh&jges relating to the estimated costs of se¢th¢f certain wage and hour litigation and
the associated defense and other costs incurred.

Note 6 - Franchise and License Fees

1999 1998 1997
Initial fees, including renewal fees $ 71 $ 67 $ 86
Initial franchise fees included in
refranchising gains (45) (44) (41)
26 23 45
Continuing fees 697 604 533
$ 723 $ 627 $ 578

Initial fees in 1997 include $24 million of speckdFC renewal fees.
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Note 7 - Other (Income) Expense

1999 1998 1997
Equity income from investments in
unconsolidated affiliates $ (19 $ (18 $ 8)
Foreign exchange net loss (gain) 3 (6) 16
$  (16) $ (24 $ 8

Note 8 - Property, Plant and Equipment, net

1999 1998
Land $ 572 $ 707
Buildings and improvements 2,553 2,861
Capital leases, primarily buildings 102 124
Machinery and equipment 1,598 1,795
4,825 5,487
Accumulated depreciation and amortization (2,279) (2,491)
Disposal valuation allowances (15) (100)
$ 2531 $ 2,896
Note 9 - Intangible Assets, net
1999 1998
Reacquired franchise rights $ 326 $ 418
Trademarks and other identifiable intangibles 124 123
Goodwill 77 110
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In determining the above amounts, we have subttasteumulated amortization of $456 million for 19981 $473 million for 1998. We have
also subtracted disposal valuation allowances 8frfillion for 1998.

Note 10 - Accounts Payable and Other Current Liabities

1999 1998
Accounts payable $ 375 $ 476
Accrued compensation and benefits 281 310
Other accrued taxes 85 98
Other current liabilities 344 399
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Note 11 - Short-term Borrowings and Long-term Debt

1999 1998
Short-term Borrowings
Current maturities of long-term debt $ 47 $ 46
Other 70 50
$ 117 $ 96
Long-term Debt
Senior, unsecured Term Loan Facility, due
October 2002 $ 774 $ 926
Senior, unsecured Revolving Credit Facility,
expires October 2002 955 1,815
Senior, Unsecured Notes, due May 2005 (7.45%) 352 352
Senior, Unsecured Notes, due May 2008 (7.65%) 251 251
Capital lease obligations (see Note 12) 97 117
Other, due through 2010 (6% - 11%) 9 21
2,438 3,482
Less current maturities of long-term debt 47) (46)
$ 2,391 $ 3,436

Our primary bank credit agreement, as amended mtiME99 and February 2000, is currently compridfeal senior, unsecured Term Loan
Facility and a $3 billion senior unsecured Revajv@redit Facility (collectively referred to as theredit Facilities") which mature on Octol
2, 2002. Our U.S. Core Businesses have guararttegdredit Facilities. Amounts borrowed under thenT&oan Facility that we repay may
not be reborrowed.

The Credit Facilities are subject to various coveadncluding financial covenants relating to mair@nce of specific leverage and fixed
charge coverage ratios. In addition, the Crediilffias contain affirmative and negative covenainduding, among other things, limitations
on certain additional indebtedness including guses of indebtedness, cash dividends, aggregatérfirinvestment and certain other
transactions, as defined in the agreement. Sinteb®c6, 1997, we have complied with all covengatgerning the Credit Facilities. The
Credit Facilities contain mandatory prepayment tefan certain capital market transactions and nefinésing of restaurants as defined in the
agreement.

The amended Credit Facilities, under which at amesd we voluntarily reduced our maximum borrowimgler the Revolving Credit
Facility by $250 million, gives us additional fldéxiity with respect to acquisitions and other pdted investments and the repurchase of
Common Stock or payment of dividends. We deferhedGredit Facilities amendment costs of approxitpa2.6 million. These costs are
being amortized to interest expense over the ranmlife of the Credit Facilities. Additionally, ansignificant amount of our previously
deferred original Credit Facilities costs was veritoff in the second quarter of 1999 as a resuhisfamendment.

In addition, on February 25, 2000, we entered am@greement to amend certain terms of our Creditifies. This amendment will give us
additional flexibility with respect to permittecelis, restricted payments, other permitted investsraamd transferring assets to foreign
subsidiaries. We deferred the Credit Facilities mameent costs of approximately $2 million. These®sll be amortized into interest
expense over the remaining life of the Credit Fed.

Interest on amounts borrowed is payable at leaatteply at rates which are variable, based pridigiga the London Interbank Offered Rate
("LIBOR") plus a variable margin factor as definedhe credit agreement. At December 25, 1999 aecebber 26, 1998, the weighted
average interest rate on our variable rate debtuwé% and 6.2%, respectively, which includes thieat$ of associated interest rate swaps and
collars. See Note
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13 for a discussion of our use of derivative instemts, our management of inherent credit risk airdvalue information related to debt and
interest rate swaps.

At December 25, 1999, we had unused borrowingdablaiunder the Revolving Credit Facility of $1i8libn, net of outstanding letters of
credit of $152 million. Under the terms of the Risimmg Credit Facility, we may borrow up to $3.0ltmh until maturity less outstanding
letters of credit. We pay a facility fee on the Bling Credit Facility. The variable margin factamd facility fee rate is determined based on
the more favorable of our leverage ratio or thiedty senior debt ratings as defined in the agreénfeility fees accrued at December 25,
1999 and December 26, 1998 were $1.1 million and #illion, respectively.

The initial borrowings of $4.55 billion under thee@it Facilities at inception in October 1997 wprinarily used to fund a $4.5 billion Spin-
off related payment to PepsiCo. We used the remgi®b0 million of the proceeds to provide cashatelial securing certain obligations
previously secured by PepsiCo, to pay fees andrnsgserelated to the Spin-off and the establishmoietite Credit Facilities and for general
corporate purposes.

In 1997, we filed with the Securities and Excha@genmission a shelf registration statement with eesgo offerings of up to $2 billion of
senior unsecured debt. In May 1998, we issued $88i@n 7.45% Unsecured Notes due May 15, 2005%2&D million 7.65% Unsecured
Notes due May 15, 2008 (collectively referred tdres"Notes"). We used the proceeds, net of issuaasts, to reduce existing borrowir
under the Credit Facilities. We carry the Notesafetlated discounts, which are being amortizeer alre life of the Notes. The unamortized
discount for both issues was approximately $1.0Ganilat December 25, 1999 and $1.1 million at Delsen®26, 1998. The amortization
during 1999 and 1998 was not significant. Inteieglayable May 15 and November 15 and commenceédooember 15, 1998. In
anticipation of the issuance of the Notes, we edténto $600 million in treasury locks (the "Lock#) reduce interest rate sensitivity in
pricing of the Notes. Concurrent with the issuaofthe Notes, the Locks were settled at a gaingclvis being amortized to interest expense
over the life of the Notes. The effective intenege on the 2005 Notes and the 2008 Notes is 7r&da 8%, respectively.

Interest expense on the short-term borrowings ang-term debt was $218 million, $291 million an®@2nillion in 1999, 1998 and 1997,
respectively. Interest expense in 1997 includedPibyesiCo interest allocation of $188 million.

The annual maturities of long-term debt through£80d thereafter, excluding capital lease obligegi@re 2000 - $37 million; 2001 - $3
million; 2002 - $1.7 billion; 2003 - $.7 million;®4 - $352 million and $252 million thereafter.

Note 12 - Leases

We have non-cancelable commitments under bothalapit long-term operating leases, primarily for mstaurants. Capital and operating
lease commitments expire at various dates thro0§f 2nd, in many cases, provide for rent escalatmm renewal options. Most leases
require us to pay related executory costs, whichude property taxes, maintenance and insurance.
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Future minimum commitments and sublease receivalridsr non-cancelable leases are set forth below:

Commitments Subl ease Receivables
Direc t

Capital  Operating Financi ng Operating
2000 $ 17 $ 190 $ 2 $ 13
2001 16 160 2 12
2002 15 142 2 10
2003 15 123 1 9
2004 13 109 1 7
Thereafter 112 617 11 41

$ 188 $ 1,341 $ 19 $ 92

At year-end 1999, the present value of minimum paytsiunder capital leases was $97 million, aftdudigng $91 million representing
imputed interest.

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

1999 1998 19 97
Rental expense
Minimum $263 $ 308 $3 41
Contingent 28 25 30
$291 $ 333 $3 71
Minimum rental income $ 8 $ 18 $ 19

Contingent rentals are based on sales levels iessxaf stipulated amounts contained in the leas=agents.
Note 13 - Financial Instruments

Derivative Instruments

Our policy prohibits the use of derivative instrurtgefor trading purposes, and we have procedurp&ge to monitor and control their use.
Our use of derivative instruments has includedr@serate swaps, collars and forward rate agreesnknaddition, we utilize on a limited
basis foreign currency forward contracts and conitpddtures contracts. Our interest rate and fareigrrency derivative contracts are
entered into with financial institutions and ounuoodity futures contracts are traded on nationeharges.

We enter into interest rate swaps, collars, anddad rate agreements with the objective of reduomngexposure to interest rate risk. We
entered into interest rate swap and forward rateeggents to convert a portion of our variable batek debt to fixed rate. Reset dates and the
floating rate indices on the swaps and forward agireements match those of the underlying bank éelsbrdingly, any market risk or
opportunity associated with the swaps and forwatd agreements is offset by the opposite markeadtngn the related debt. At December
25, 1999 and December 26, 1998, we had outstamulieigst rate swaps with notional amounts of $8@bam and $1.2 billion, respectively.
Under the contracts, we agree with other partiextihange, at specified intervals, the differeretvben variable rate and fixed rate amounts
calculated on a notional principal amount. At bb#cember 25, 1999 and December 26, 1998, our av@agrate was 5.9%. Our payables
under the related swaps aggregated $0.4 milliorfar@l million at December 25, 1999 and Decembed 268, respectively. The swaps
mature at various dates through 2001.
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During 1999 and 1998, we entered into interestecaliars to reduce interest rate sensitivity orogipn of our variable rate bank debt. Inte
rate collars effectively lock in a range of intdredes by establishing a cap and floor. Resesdatd the floating index on the collars match
those of the underlying bank debt. If interestgatamain within the collared cap and floor, no payts are made. If rates rise above the cap
level, we receive a payment. If rates fall beloe floor level, we make a payment. At December 2991 we did not have any outstanding
interest rate collars. At December 26, 1998, wedwdtanding interest rate collars of $700 milliand our average pay rate was 5.4%. Under
the contracts, we agreed with other parties to &xgh, as required, the difference between thetaféeLIBOR rate and the cap or floor rate

the effective LIBOR rates fall outside the collaradge.

We enter into foreign currency exchange contradts the objective of reducing our exposure to eggeiand cash flow volatility associated
with foreign currency fluctuations. In 1999, weeneid into forward contracts to hedge our exposeiegad to certain foreign currency
receivables. The notional amount and maturity datélse contracts match those of the underlyingirables. Accordingly, any market risk
or opportunity associated with these contractdfiebby the opposite market impact on the relasagivables.

Our credit risk from the interest rate swap, cadlad forward rate agreements and foreign exchaogieacts is dependent both on the
movement in interest and currency rates and pdisgibf non-payment by counterparties. We mitigatedit risk by entering into these
agreements with high-quality counterparties, ngtiwap and forward rate payments within contraatslaniting payments associated with
the collars to differences outside the collaredjean

Open commaodity future contracts and deferred gamslosses at year-end 1999 and 1998, as wellias gad losses recognized as part of
cost of sales in 1999, 1998 and 1997, were noffsignt.

Fair Value
Excluding the financial instruments included in thble below, the carrying amounts of our otheafficial instruments approximate fair val

The carrying amounts and fair values of TRICONigficial instruments are as follows:

1999 1998
Ca rrying Fair Carrying Fair
A mount Value Amount Value
Debt
Short-term borrowings and long-term debt,
excluding capital leases $ 2,411 $ 2377 $ 3,415 $ 3,431
Debt-related derivative instruments
Open contracts in an (asset) liability
position - 3) 2 17
Debt, excluding capital leases $ 2,411 $ 2374 $ 3,417 $ 3,448
Guarantees $ - $ 27 % - $ 24

We estimated the fair value of debt, debt-relatedvdtive instruments and guarantees using markateg and calculations based on market
rates. See Note 2 for recently issued accountiogqamcements relating to financial instruments.
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Note 14 - Pension Plans and Postretirement MedicBlenefits

We sponsor noncontributory defined benefit pengians covering substantially all full-time U.S.a&akd employees and certain hourly
employees and noncontributory defined benefit pmmplans covering certain international employéesddition, we provide postretirement
health care benefits to eligible retired employaed their dependents, principally in the U.S. Sadharetirees who have 10 years of service
and attain age 55 are eligible to participate egbstretirement benefit plans; since 1994, th&sesfhave included retiree cost sharing
provisions. We base benefits generally on yeasepfice and compensation or stated amounts foryesanhof service.

The components of net periodic benefit cost ardostt below:

Pension Benefits

1999 1998 1997

Service cost $ 20 $ 21 $ 18
Interest cost 22 20 17
Expected return on plan assets (24) (21) (19)
Amortization of prior service cost 1 - -
Amortization of transition (asset) obligation - 2) 4)

Recognized actuarial loss -

Net periodic benefit cost $ 19 $ 20 $ 13

Additional loss recognized due to:
Curtailment $ 4 $ - $ -
Special termination benefits - 3 2

Postretirement Medical Benefits

1999 1998 1997

Service cost $ 2 $ 2 $ 2

Interest cost 3 3 2

Amortization of prior service cost 2) 2) )
Net periodic benefit cost $ 3 $ 3 % 2

Additional (gain) loss recognized due to:
Curtailment $ 1 $ 3 $ -
Special termination benefits - 1

Prior service costs are amortized on a straigletthasis over the average remaining service pefiethployees expected to receive benefits.
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Change in benefit obligation
Benefit obligation at beginning of year
Service cost
Interest cost
Plan amendments
Curtailment gain
Special termination benefits
Benefits and expenses paid
Actuarial (gain) loss

Benefit obligation at end of year

Change in plan assets
Fair value of plan assets at beginning of year
Actual return on plan assets
Employer contributions
Benefits paid
Administrative expenses

Fair value of plan assets at end of year

Reconciliation of funded status
Funded status
Unrecognized actuarial (gain) loss
Unrecognized prior service costs

Net amount recognized at year-end

Amounts recognized in the statement of
financial position consist of:
Accrued benefit liability
Accumulated other comprehensive income

Net amount recognized at year-end

Other comprehensive income attributable to
change in additional minimum liability
recognition

Additional year-end information for pension
plans with benefit obligations in excess
of plan assets:
Benefit obligation
Fair value of plan assets

Additional year-end information for pension
plans with accumulated benefit obligations
in excess of plan assets:

Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

Postretirement
Pension Benefits Medical Benefits
1999 1998 1999 1998

$ 315 $ 286 $ 38 $ 38
20 21 2 2
22 20 3 3

6 - - -

® - © @

- 1 - 1
@) 13 @ @
w - 5 Q@
315 315 45 38
259 270 - -
51 1 - -

5 1 - -
(23) (11) - -
@ @ - -
290 259 - -

(25) (56) (45) (38)
(35) 11 3 (2)
7 2 (2 (4)

$ (53) $ (43) $ (44) $ (49

$ (53) $ (46) $ (44) $ (44
- 3 - -

$ (53) $ (43) $ (44) $ (44)

$ 3 $ 3

$ 315 $ 315

290 259
$ 31 $ 46
12 29
- 15
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The assumptions used to compute the informationeabee set forth below:

Postretirement
Pension Benefits Medical Benefits
1999 1998 1999 1998

Discount rate - projected benefit obligation 78% 68% 7.6% 7.0%
Expected long-term rate of return on plan assets 10.0% 10.0% -
Rate of compensation increase 55% 45% 55% 4.5%

We have assumed the annual increase in cost akfiostnent medical benefits was 6.5% in 1999 arblb&i6.0% in 2000. We are assuming
the rate will decrease 0.5% to an ultimate ratg.5% in the year 2001 and remain at that levekihiger. There is a cap on our medical
liability for certain retirees, which is expectexrlie reached between the years 2001-2004; atairetqur cost for a retiree will not increase.

Assumed health care cost trend rates have a signifeffect on the amounts reported for our pastreent health care plans. The effects of a
one percentage point increase or decrease in sinenasl health care cost trend rates on postretirtelnesefit obligations are $2.3 million and
$2.5 million, respectively. The effects of a onegemtage point increase or decrease in the asshegdtth care cost trend rates on total service
and interest cost components are not significant.

At the end of 1998, we changed the method for deténg our pension and postretirement medical biedeftount rate to better reflect the
assumed investment strategies we would most likedyto invest any short-term cash surpluses. Sez3No

Note 15 - Employee Stock-Based Compensation

At yearend 1999, we had four stock option plans in effée: TRICON Global Restaurants, Inc. Long Term iviicee Plan ("1999 LTIP"), tt
1997 Long-Term Incentive Plan ("1997 LTIP"), theIC®N Global Restaurants, Inc. Restaurant Generaldgar Stock Option Plan
("YUMBUCKS") and the TRICON Global Restaurants, I&harePower Plan ("SharePower").

We may grant options to purchase up to 7.6 miliad 22.5 million shares of stock under the 1999L.ahd 1997 LTIP, respectively, at a
price equal to or greater than the average marie pf the stock on the date of grant. New optieesgrant can have varying vesting
provisions and exercise periods. Previously graotgbns vest in periods ranging from immediat2@06 and expire ten to fourteen years
after grant. Potential awards to employees andamployee directors under the 1999 LTIP includelstiations, incentive stock options,
stock appreciation rights, restricted stock, stacks, restricted stock units, performance shanespeerformance units. Potential awards to
employees and non-employee directors under the D98 include stock options, incentive stock optipstock appreciation rights, restricted
stock and performance restricted stock units. We ligsued only stock options and performance msttistock units under the 1997 LTIP
and have yet to grant any awards under the 1998 LTI

We may grant options to purchase up to 7.5 milibares of stock under YUMBUCKS at a price equalrtgreater than the average market
price of the stock on the date of grant. YUMBUCKSions granted have a four year vesting periodexpire ten years after grant. We do
anticipate that any further SharePower grantshvéilmade although options previously granted coaldutstanding through 2006.

At the Spin-off Date, we converted certain of tm¥ested options to purchase PepsiCo stock that ndeby our employees to TRICON
stock options under either the 1997 LTIP or ShanefPoWe converted the options at amounts and eseeprices that maintained the amount
of unrealized stock appreciation that existed
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immediately prior to the Spin-off. The vesting datand exercise periods of the options were nott#teby the conversion. Based on their
original PepsiCo grant date, our converted optigst in periods ranging from one to ten years amire ten to fifteen years after grant.

Had we determined compensation cost for all TRIG#pNon grants to employees and non-employee direcimnsistent with SFAS 123, our
net income

(loss) and basic and diluted earnings per CommameSkiould have been reduced (increased) to théopra amounts indicated below:

1999 1998 1997

Net Income (Loss)

As reported $ 627 $ 445 $ (111)

Pro forma 597 425 (112)
Basic Earnings per Common Share

As reported $ 4.09 $ 292

Pro forma 3.90 2.79
Diluted Earnings per Common Share

As reported $ 3.92 $ 284

Pro forma 3.73 2.72

SFAS 123 pro forma loss per Common Share datad®r is not meaningful as we were not an indepengeiiicly owned company with a
capital structure of our own for the entire year.

The effects of applying SFAS 123 in the pro fornsckbsures are not likely to be representativehefaffects on pro forma net income for
future years because variables such as the nurhbetion grants, exercises and stock price votwgtificluded in these disclosures may not be
indicative of future activity.

We estimated the fair value of each option granderduring 1999, 1998 and 1997 subsequent to the@pas of the date of grant using the
Black-Scholes option pricing model with the followgiweighted average assumptions:

1999 1998 1997
Risk-free interest rate 4.9% 5.5% 5.8%
Expected life (years) 6.0 6.0 6.6
Expected volatility 29.7%  28.8% 27.5%
Expected dividend yield 0.0% 0.0% 0.0%
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A summary of the status of all options grantednpkyees and non-employee directors as of DeceR#Hher999, December 26, 1998 and
December 27, 1997, and changes during the yearsetiged is presented below (tabular options inghods):

Decembe

Outstanding at beginning of year 22,699
Conversion of PepsiCo options -
Granted at price equal to average

market price 5,709
Granted at price greater than average

market price
Exercised
Forfeited

(1,2-73)
(2,969)

Weighted average of fair value of
options granted $ 19.20

r 25, 1999 December 26, 1998 December 27, 1997
Wid. Avg. Wid. Avg. Witd. Avg.
Exercise Exercise Exercise
Price Options Price Op tions Price

$ 26.16 15,245 $ 23.03 - % -
- - - 1 3,951 21.48
49.07 12,084 29.37 872 32.95
- - - 1,334 31.63
19.51 (962) 18.93 (112) 24.80
31.94 (3,668) 25.60 (800) 20.84
$ 31.18 22,699 $ 26.16 1 5245 $ 23.03
$ 2244 3,006 $ 21.16 1,251 $ 23.84
$ 11.65 $ 13.37

The following table summarizes information abowicktoptions outstanding and exercisable at Dece2iket999 (tabular options in

thousands):

Options Outstandin

Weighted
Average
Range of Exercise Remaining
Prices Options  Contractual Li
$ 0.01- 17.80 1,932 4.91
22.02 - 29.40 11,874 7.11
30.41 - 34.47 4,642 8.26
35.13 - 46.97 5,078 9.18
72.75 640 9.27
24,166

g Options Exercisable
Weighted Weighted
Average Average
fe  Exercise Price  Options Exercise Pri ce
$ 15.22 1582 $ 14.67
25.60 1,279 26.11
31.77 773 31.46
44.50 30 42.05
72.75 1 72.75
3,665

In November 1997, we granted two awards of perfoigeaestricted stock units of TRICON's Common Stimcur CEO. The awards were
made under the 1997 LTIP and may be paid in Com8took of TRICON or cash at the discretion of theBbof Directors. Payments of the
awards of $2.7 million and $3.6 million are contng upon the CEO's continued employment throughalg25, 2001 and 2006,
respectively, and our attainment of certain predgighed earnings thresholds, as defined. We egphese awards over the performance
periods stipulated above; the amount included iniegs for both 1999 and 1998 was $1.3 million gre&lamount for 1997 was insignificant.
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During 1999, modifications of certain 1997 LTIP gldarepower options held by terminated employees made. These modifications
resulted in additional compensation expense of 88lfbn in 1999 with a corresponding increase ur €@ommon Stock account.

Note 16 - Other Compensation and Benefit Programs

We sponsor two deferred compensation benefit progrshe Executive Income Deferral Program and tstd&irant Deferred Compensation
Plan (the "EID Plan" and the "RDC Plan," respedyivéor eligible employees and non-employee dirext@hese plans allow participants to
defer receipt of all or a portion of their annuallesy and incentive compensation. As defined bybirgefit programs, we credit the amounts
deferred with earnings based on certain investmoptions selected by the participants.

In late 1997, we introduced a new investment opfiwrihe EID Plan allowing participants to defertaé incentive compensation into the
purchase of phantom shares of our Common StocRa%adiscount from the average market price atitite of deferral (the "Discount Sta
Account"). Participants bear the risk of forfeitwfeboth the discount and any amounts deferrdukif tvoluntarily separate from employment
during the two year vesting period. We expenserttimsic value of the discount over the vestingiqe

We are phasing in certain program changes to tBeFn during 1999 and 2000. These changes indilniting investment options,
primarily to phantom shares of our Common Stockl, mequiring the distribution of investments in fiRICON Common Stock investment
options to be paid in shares of our Common Stocle @ these changes, in 1998 we agreed to creffieioaccounts a one time premium on
January 1, 2000 to participants with an accourdrz® as of December 31, 1999. The premium cretiitatbd approximately $3 million and
was equal to 10% of the participant's account le@la@s of December 31, 1999, excluding investmentsa discounted TRICON Common
Stock investment option discussed above and 19@9rds.

Prior to January 1, 1999, we recognized as comgiensaxpense all investment appreciation or deptiri within the EID Plan. Subsequent
to January 1, 1999, we no longer recognize as cosgten expense the appreciation or depreciati@myi, attributable to investments in the
Discount Stock Account since investments in the@imt Stock Account can only be settled in shafesioCommon Stock. For 1998, we
expensed $9 million related to appreciation attable to investments in the Discount Stock AccoWt. also reduced our liabilities by $21
million related to investments in the Discount &tdccount and increased the Common Stock Accourthbysame amount at January 1,
1999.

For periods subsequent to January 1, 2000, wenwilbnger recognize as compensation expense thie@giion or depreciation, if any,
attributable to investments in any phantom shafesioCommon Stock in the EID Plan since thesestments can only be settled in shares
of our Common Stock. For 1999, we recorded a beok#3 million related to depreciation of invesimeimpacted by the January 2000 plan
amendment.

Our obligations under the EID Plan as of the entla®9 and 1998 were $50 million and $59 milliorspectively. We recognized
compensation expense of $6 million in 1999 and®#lon in 1998, including the estimated premiunypeent, and $9 million in 1997 for t
EID Plan.

Investment options in the RDC Plan consist of pbemshares of various mutual funds and TRICON ComBtock. During 1998, RDC
participants also became eligible to purchase pimaishares of our Common Stock under YUMSOP as elgfielow. We recognize
compensation expense for the appreciation or degpi@e, if any, attributable to all investmentstire RDC Plan as well as for our matching
contribution. Our obligations under the RDC prograsof the end of 1999 and 1998 were $6 million &ndillion, respectively. We
recognized compensation expense of $1 million 8919998 and 1997 for the RDC Plan.
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We sponsor a contributory plan to provide retiretiemefits under the provision of Section 401(k)hef Internal Revenue Code ("401(k)
Plan") for eligible full-time U.S. salaried and t@n hourly employees. Participants may elect tatidoute up to 15% of their eligible
compensation on a pre-tax basis. We are not radjtorenake contributions to the Plan. In 1998, alst®wnership Program ("YUMSOP")
was added to the TRICON Common Stock investmendopt/nder YUMSOP, we make a partial discretiomaatching contribution equal
to a predetermined percentage of each participeonibution to the TRICON Common Stock Fund. Vé¢etimine our percentage match at
the beginning of each year based on the immediaie year performance of our Core Businesses. Weg®ized as compensation expense
our total matching contribution of $4 million and #illion in 1999 and 1998, respectively.

Note 17 - Shareholders' Rights Plan

On July 21, 1998, our Board of Directors declarefividend distribution of one right for each shafeCommon Stock outstanding as of
August 3, 1998 (the "Record Date"). Each rightiatlig entitles the registered holder to purchasmia consisting of one one-thousandth of a
share (a "Unit") of Series A Junior Participatingferred Stock, without par value, at a purchassemf $130 per Unit, subject to adjustment.
The rights, which do not have voting rights, wildbme exercisable for our Common Stock ten busid&gs following a public
announcement that a person or group has acquiré@dsccommenced or intends to commence a tendarfoff 15% or more, or 20% or m«
if such person or group owned 10% or more on tloptoh date of this plan, of our Common Stock.He event the rights become exercis
for Common Stock, each right will entitle its holdether than the Acquiring Person as defined émAlgreement) to purchase, at the right's
then-current exercise price, TRICON Common Stockritpa value of twice the exercise price of théatign the event the rights become
exercisable for Common Stock and thereafter weaaggired in a merger or other business combinagiaoh right will entitle its holder to
purchase, at the right's then-current exerciseepdgemmon stock of the acquiring company havinglaerof twice the exercise price of the
right.

We can redeem the rights in their entirety, priobécoming exercisable, at $0.01 per right undeairespecified conditions. The rights exj
on July 21, 2008, unless we extend that date dnave earlier redeemed or exchanged the rightsoaided in the Agreement.

This description of the rights is qualified in @stirety by reference to the Rights Agreement betwERICON and BankBoston, N.A., as
Rights Agent, dated as of July 21, 1998 (includimg exhibits thereto).

Note 18 - Share Repurchases

On September 23, 1999, we announced that our Bdditectors authorized the repurchase of up ta0%38lion of our outstanding
Common Stock. As of December 25, 1999, we havehased 3.3 million shares for $134 million at anrage price per share of $40.
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Note 19 - Income Taxes

The details of our income tax provision are sethfdrelow:

1999 1998 1997
Current: Federal $ 342 $ 231 $ 106
Foreign 46 55 77

State 39 22 31

427 308 214

Deferred: Federal (18 ) 2) (66)
Foreign 17 10 (59)

State (15 ) (5) (13)

(16 ) 3 (138)

$ 411 $ 311 $ 76

The 1998 and 1997 deferred state tax benefitsdieclunet operating loss carryovers of $1 milliort thare utilized in 1999. Taxes payable
were reduced by $14 million, $3 million and lesartt$1 million in 1999, 1998 and 1997, respectivalya result of stock option exercises. In
addition, goodwill and other intangibles were restliby $22 million in 1999 as a result of the seitdet of a disputed claim with the Internal
Revenue Service relating to the deductibility &f #mortization of reacquired franchise rights athetointangibles. Finally, the valuation
allowance as of the beginning of 1999 that relabedeferred tax assets in certain foreign countsias reduced by $13 million as a result of
establishing a pattern of profitability.

Our U.S. and foreign income (loss) before inconxedaare set forth below:

199 9 1998 1997

u.s. $ 782 $ 542 $ 13
Foreign 256 214 (48)
$1,038 $ 756 $ (35)

Our 1999 and 1998 reconciliation of income taxdsutated at the U.S. federal tax statutory rateupeffective tax rate is set forth below:

1999 1998

U.S. federal statutory rate 35.0% 35.0%
State income tax, net of federal tax benefit 3.0 2.7
Foreign and U.S. tax effects attributable to foreig n

operations 1.7 4.4
Effect of unusual items (0.5) (0.6)
Adjustments relating to prior years 0.2 (2.1)
Other, net 0.1 1.6
Effective income tax rate 39.5% 41.1%
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In 1997, our reconciliation of income taxes caltedbat the U.S. federal tax statutory rate was egetpon a dollar basis, as a reconciliation
on a percentage basis is not meaningful due t@@itax loss.

1997
Income taxes computed at the U.S. federal statutory rate of 35% $ (12)
State income tax, net of federal tax benefit 8
Foreign and U.S. tax effects attributable to foreig n operations 24
Effect of unusual items 79
Adjustments relating to prior years 3
Other, net (36)
Income tax provision $ 76
Effective income tax rate (217.1%)
The details of our 1999 and 1998 deferred taxliiz#s (assets) are set forth below:

1999 1998
Intangible assets and property, plant and equipment $ 170 $ 243
Other 25 8
Gross deferred tax liabilities $ 195 $ 251
Net operating loss and tax credit carryforwards $(140) $ (107)
Employee benefits (91) (58)
Self-insured casualty claims (38) (46)
Stores held for disposal (12) (62)
Various liabilities and other (178) (183)
Gross deferred tax assets (459) (456)
Deferred tax assets valuation allowance 173 133
Net deferred tax assets (286) (323)
Net deferred tax (asset) liability $(91) $ (72
Included in:
Deferred income tax assets $ (59) $ (137)
Other assets (51) -
Accounts payable and other current liabilities 12 -
Deferred income taxes 7 65

Our valuation allowance related to deferred taxesimcreased by $40 million in 1999 primarily daedditions related to current and prior
year operating losses and temporary differencasnamber of foreign and state jurisdictio

A determination of the unrecognized deferred takility for temporary differences related to oweéstments in foreign subsidiaries and
investments in foreign unconsolidated affiliateatthre essentially permanent in duration is nottarable.
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We have available net operating loss and tax coedit/forwards totaling $837 million at year-end®®30o reduce future tax of TRICON and
certain subsidiaries. The carryforwards are rel&tealnumber of foreign and state jurisdictionsii@fse carryforwards, $51 million expire in
2000 and $725 million expire at various times betw2001 and 2019. The remaining $61 million of ylamvards do not expire.

Note 20 - Reportable Operating Segments

We are engaged principally in developing, operatirapchising or licensing the worldwide KFC, Pizdat and Taco Bell concepts. We also
previously operated the Non-core Businesses, allhaéh were sold in 1997 prior to the Spin-off.

KFC, Pizza Hut and Taco Bell operate throughoutdt® and 84, 87 and 14 countries and territonigside the U.S., respectively. Principal
international markets include Australia, Canadan&hlapan and the U.K. At year-end 1999, we haidvéstments in unconsolidated
affiliates outside the U.S. which operate KFC an&iaza Hut restaurants, the most significant oiciwlare operating in Japan and the U.K.

As disclosed in Note 2, we identify our operatiegments based on management responsibility witléitS. and International. For purpc
of applying SFAS 131, we consider our three U.Se@usiness operating segments to be similar seréfitre have aggregated them into a
single reportable operating segment. Other thatUtBe, no individual country represented 10% orenafrour total revenues, profits or ass

Revenues
1999 1998 1997
United States $ 5,748 $ 6439 $ 7,370(a)
International 2,074 2,040 2,320
$ 7,822 $ 8,479 $ 9,690
Operating P rofit; Interest Expense, Net; and
In come Before Income Taxes
1999 1998 1997
United States $ 828 $ 740 $ 603(a)
International(b) 265 191 172
Foreign exchange gain (loss) 3) 6 (16)
Unallocated and corporate expenses (180) (169) (87)(c)
Facility actions net gain (loss)(d) 381 275 (247)
Unusual items(d) (51) (15) (184)
Total Operating Profit 1,240 1,028 241
Interest expense, net 202 272 276(c)
Income (loss) before income taxes $ 1,038 $ 756 $ (35
Deprec iation and Amortization
1999 1998 1997
United States $ 266 $ 300 $ 388
International 110 104 143
Corporate 10 13 5
$ 386 $ 417 $ 536
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C apital Spending

1999 1998 1997
United States $ 315 $ 305 $ 381
International 139 150 157
Corporate 16 5 3
$ 470 $ 460 $ 541
Identifia ble Assets
1999 1998
United States $ 2,478 $ 2,942
International(e) 1,367 1,447
Corporate(f) 116 142
$ 3,961 $ 4,531
Long-Liv ed Assets
1999 1998
United States(g) $ 2,143 $ 2,616
International(g) 874 895
Corporate(g) 41 36
$ 3,058 $ 3,547

(a) Results from the United States in 1997 inclutthedNon-core Businesses disposed of in 1997. Bikwuunusual disposal charges, the
Non-core Businesses contributed the following:

1997
Revenues $ 268
Operating profit 13
Interest expense, net 3
Income before income taxes 10

(b) Includes equity income of unconsolidated &ffiis of $22 million, $18 million and $8 million 999, 1998 and 1997, respectively.

(¢) Includes amounts allocated by PepsiCo prighéoSpin-off of $37 million in 1997 related to gesleand administrative expenses and $188
million in 1997 related to interest expense.

(d) See Note 5 for a discussion by reportable dipgraegment of facility actions net gain (lossjlamusual items.

(e) Includes investment in unconsolidated affikaté $170 million and $159 million for 1999 and 89%espectively.

(f) Includes restricted cash, capitalized debtasse costs, advances to our voluntary employeasfis@ry association trust, leasehold
improvements in certain of our office facilitiesdanon-core assets held for sale.

(9) Includes PP&E, net and Intangible Assets, net.

See Note 5 for additional operating segment disckssrelated to impairment, suspension of depiieciaind amortization and the carrying
amount of assets held for disposal.

The 1997 financial data we reported above is maltgiionsistent with restaurant segment informagiogviously reported by PepsiCo. We
made adjustments to these amounts primarily to vertiee impact of the restaurant distribution bussnereviously included by PepsiCo in its
restaurant segment, and to include the investnmegmd our equity income of unconsolidated affikatégthin the international segment. We
made
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this change to align our reporting with the wayinternally review and make decisions regardinginternational business.
Note 21 - Commitments and Contingencies

Contingent Liabilities

We were directly or indirectly contingently liakilethe amounts of $386 million and $327 millionyatrend 1999 and 1998, respectively,
certain lease assignments and guarantees. In d@medth these contingent liabilities, after thpiis-off Date, we were required to maintain
cash collateral balances at certain institutionapgfroximately $30 million, which is included inl@r Assets in the accompanying
Consolidated Balance Sheet. At year-end 1999, $dllibn represented contingent liabilities to lesssas a result of assigning our interest in
and obligations under real estate leases as atimomtb the refranchising of Company restauranke $311 million represented the present
value of the minimum payments of the assigned Easeluding any renewal option periods, discoumatenlr pre-tax cost of debt. On a
nominal basis, the contingent liability resultingrh the assigned leases was $485 million. The balahthe contingent liabilities primarily
reflected guarantees to support financial arrangésna certain unconsolidated affiliates and otlestaurant franchisees.

Casualty Loss Programs and Estimates

To mitigate the cost of our exposures for certaisualty losses as defined in Note 5, we make amtagisions to either retain the risks of loss
up to certain per occurrence or maximum loss limégotiated with our insurance carriers or to fitlyure those risks. Since the Spin-off, we
have elected to retain the risks subject to inslinsitations. In addition, we also purchased inswein 1998 to limit the cost of our retained
risks for the years 1994 to 1996.

Effective August 16, 1999, we made changes to o8t Bnd portions of our International property aadualty loss programs which we
believe will reduce our annual property and caguadsts. Under the new program, we bundled ousfigskcasualty losses, property losses
and various other insurable risks into one riskl pgth a single large retention limit. Based on aistorical casualty loss experience over the
past ten years, we believe that the combinatidhefnnual risk of loss that we retained and thetdnsurance premium costs under the new
program should be less than the average total casisred under the old program. However, sincefihese risks have been pooled and
there are no per occurrence limits for individuairos, it is possible that we may experience ineeelavolatility in property and casualty
losses on a quarter to quarter basis. This woutdrdi€ an individual large loss is incurred eitlearly in a program year or when the latest
actuarial projection of losses for a program yeaignificantly below our aggregate loss retentidtarge loss is defined as a loss in exces

$2 million which was our predominate per occurrecasualty loss limit under our previous insuranaemm.

Under both our old and new programs, we have détedrour retained liabilities for casualty losses|uding reported and incurred but not
reported claims, based on information provided byiodependent actuary. Effective August 16, 1998perty losses are also included in
actuary's valuation. Prior to that date, propergses were based on our internal estimates.

We have our actuary perform valuations two timgear. However, given the complexities of the Sifinwwe had only one 1998 valuation,
based on information through June 30, 1998, whiehraeeived and recognized in the fourth quarténaif year. In the first and fourth
quarters of 1999, we received a valuation fromatteiary based on information through December 828 and June 30, 1999, respectively.
As a result, we have a timing difference in ounuadal adjustments, from recognizing the entire8La6justment in the fourth quarter of 1998
to recognizing adjustment in both the first quasted fourth quarters of 1999. We
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expect that, beginning in 2000, valuations willrbeeived and required adjustments will be madéénsecond and fourth quarters of each
year.

We have recorded favorable adjustments to our tsdoas reserves of $30 million in 1999 ($21 naifliin the first quarter and $9 million in
the fourth quarter), $23 million in 1998 and $18liow in 1997 primarily as a result of our indepentlactuary's changes in its estimated
losses. The changes were related to previouslydedacasualty loss estimates determined by oupgmgent actuary for both the current and
prior years in which we retained some risk of |34 1999 adjustments resulted primarily from inyaloss trends related to our 1998
casualty losses across all three of our U.S. ojpgrabmpanies. We believe the favorable adjustmam@s direct result of our recent
investments in safety and security programs tebetinage risk at the store level. In addition fdverable insurance adjustments in 1998
included the benefit of the insurance transactisnussed above.

We will continue to make adjustments both basedwractuary's periodic valuations as well as when#éwere are significant changes in the
expected costs of settling large claims not contatag by the actuary. Due to the inherent volatiit our actuarially determined casualty |
estimates, it is reasonably possible that we wijtlezience changes in estimated losses which caulddterial to our growth in net income in
2000. We believe that, since we record our resdoresasualty losses at a 75% confidence levelhae mitigated the negative impact of
adverse development and/or volatility. At Decentier1999, our reserves for casualty losses wer2 #fillion, compared to $154 million at
yearend 1998.

Change of Control Severance Agreements

In July 1998, we entered into severance agreemeétitertain key executives which are triggeredaligrmination, under certain conditions,
of the executive following a change in control lné tCompany, as defined in the agreements. Onageeted, the affected executives would
receive twice the amount of their annual base gaad their annual incentive in a lump sum, outpiaent services and a tax gross-up for any
excise taxes. The agreements expire December 80, S3ihce the timing of any payments under theseemgents cannot be anticipated, the
amounts are not estimable. However, these paymémnade, could be substantial. In connection i execution of these agreements, the
Compensation Committee of our Board of Directors &athorized amendment of the deferred and ina@otimpensation plans and,

following a change in control, an establishmentadbi trusts which will be used to provide payautsler these deferred compensation plans
following a change in control.

Wage and Hour Litigation

We are subject to various claims and contingeneileded to lawsuits, taxes, environmental and atinetters arising out of the normal course
of business. Like some other large retail emplayeizza Hut and Taco Bell recently have been facedfew states with allegations of
purported class-wide wage and hour violations.

On May 11, 1998, a purported class action lawsyatrest Pizza Hut, Inc., and one of its franchis@esPizza, LLC, entitled Aguardo, et al. v.
Pizza Hut, Inc., et al. ("Aguardo"), was filed lretSuperior Court of the State of California of @@unty of San Francisco. The lawsuit was
filed by three former Pizza Hut restaurant generahagers purporting to represent approximatelyQl¢d8®rent and former California
restaurant general managers of Pizza Hut and PacHike lawsuit alleges violations of state wage leour laws involving unpaid overtime
wages and vacation pay and seeks an unspecifiedraimodamages. On January 12, 2000, the Couifiedra class of approximately 1,300
current and former restaurant general managers.lawsuit is in the early discovery phase.
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On October 2, 1996, a class action lawsuit agdiasb Bell Corp., entitled Mynaf, et al. v. Taco Bebrp. ("Mynaf"), was filed in the
Superior Court of the State of California of theuBty of Santa Clara. The lawsuit was filed by twmmier restaurant general managers and
two former assistant restaurant general managep®ging to represent all current and former Taedl Bestaurant general managers and
assistant restaurant general managers in Califofhia lawsuit alleges violations of California wagyed hour laws involving unpaid overtime
wages. The complaint also includes an unfair bgsipeactices claim. The four named plaintiffs clamdividual damages ranging from
$10,000 to $100,000 each. On September 17, 198&ailrt certified a class of approximately 3,00f@nt and former assistant restaurant
general managers and restaurant general manageis BEIl petitioned the appellate court to revibe trial court's certification order. The
petition was denied on December 31, 1998. TacotBeii filed a petition for review with the CaliféanSupreme Court, and the petition was
subsequently denied. Class notices were mailedugugt 31, 1999 to over 3,400 class members. Disgdwes commenced, and a trial date
has been set for July 10, 2000.

On August 29, 1997, a class action lawsuit agdiasb Bell Corp., entitled Bravo, et al. v. TacolB&brp. ("Bravo"), was filed in the Circuit
Court of the State of Oregon of the County of Matirah. The lawsuit was filed by two former Taco B#lift managers purporting to
represent approximately 17,000 current and formoerlig employees statewide. The lawsuit allegesatiohs of state wage and hour laws,
principally involving unpaid wages including oventt, and rest and meal period violations, and seeksispecified amount in damages.
Under Oregon class action procedures, Taco BellaNaged an opportunity to "cure" the unpaid wagd hour allegations by opening a
claims process to all putative class members poicertification of the class. In this cure progégsco Bell has currently paid out less than $1
million. On January 26, 1999, the Court certifiedass of all current and former shift managersaesv members who claim one or more of
the alleged violations. The lawsuit is in the digery and pre-trial motions phase. A trial date of/Ember 2, 1999 was set. However, on
November 1, 1999, the Court issued a proposed gaitponing the trial and establishing a-trial claims process. The final order regarding
the claims process was entered on January 14, Za@0.Bell moved for certification of an immediatgpeal of the Court-ordered claims
process and requested a stay of the proceedingsmibtion was denied on February 8, 2000, and Batbintends to appeal this decision to
the Supreme Court of Oregon. A Court-approved eaditd claim form was mailed to approximately 14,8l88s members on January 31,
2000.

We have provided for the estimated costs of thea#dp, Mynaf and Bravo litigations, based on a miiga of eligible claims (including
claims filed to date, where applicable), the cdstaxh eligible claim and the estimated legal feearred by plaintiffs. Although the outcome
of these lawsuits cannot be determined at this, timeebelieve the ultimate cost of these casesdrsxof the amounts already provided will
not be material to our annual results of operatiéinancial condition or cash flows.

On February 10, 1995, a class action lawsuit, ledtiRyder, et al. v. Taco Bell Corp. ("Ryder"), wisd in the Superior Court of the State of
Washington for King County on behalf of approximte6,000 current and former Taco Bell employeaénting unpaid wages resulting
from alleged uniform, rest and meal period violati@nd unpaid overtime. In April 1996, the Courtified the class for purposes of
injunctive relief and a finding on the issue obiigy. The trial was held during the first quar@r1997 and resulted in a liability finding. In
August 1997, the Court certified the class for jmsgs of damages as well. Prior to the damages pliése trial, the parties reached a court-
approved settlement process in April 1998. Thdesatint process is substantially complete, with teags 50 claims left to be resolved. We
have provided for the estimated cost of settliregéhremaining claims.

Obligations to PepsiCo After Spinoff

At the Spin-off, we entered into separation aneptelated agreements (the "Separation Agreemegaverning the Spin-off transaction and
our subsequent relationship with PepsiCo. Theseeagents provide certain indemnities to PepsiCadltition, prior to the Spin-off, our U.S.
Core Businesses each entered into a
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multi-year agreement with Pepsi-Cola Company, allwlwvned subsidiary of PepsiCo, regarding the pase of beverage products. Prior to
the Spin-off and PepsiCo's sale to AmeriServe @&,Ritr primary U.S. food and supplies distributar, Core Businesses signed a multi-year
distribution agreement with PFS. Neither contradbr quantities expected to exceed normal usage.

The Separation Agreement provided for, among dtiiegs, our assumption of all liabilities relatitgythe restaurant businesses, inclusive of
the Non-core Businesses, and our indemnificatioRegsiCo with respect to these liabilities. We haekuded our best estimates of these
liabilities in the accompanying Consolidated Finah8tatements. Subsequent to Spin-off, claims eeen made by certain Non-core
Business franchisees and a purchaser of one @iutieesses. Certain of these claims have beeadedthd we are disputing the validity of
the remaining claims; however, we believe that set{lement of these claims at amounts in excepsesfously recorded liabilities is not
likely to have a material adverse effect on ouultesof operations, financial condition or cashfto

In addition, we have indemnified PepsiCo for angts®r losses it incurs with respect to all lettdrsredit, guarantees and contingent
liabilities relating to our businesses under whHagpsiCo remains liable. As of December 25, 199psi@® remains liable for approximately
$200 million related to these contingencies. Thibgation ends at the time they are released, teatad or replaced by a qualified letter of
credit. We have not been required to make any patsnender this indemnity.

Under the separation agreements, PepsiCo mairitdim®ntrol and absolute discretion with regarcatty combined or consolidated tax
filings for periods through the Spin-off Date. Pi€salso maintains full control and absolute ditoreregarding any common tax audit
issues. Although PepsiCo has contractually agreeid good faith, use its best efforts to settlgaht interests in any common audit issue on
a basis consistent with prior practice, there aandassurance that determinations made by PepsiGld be the same as we would reach,
acting on our own behalf. Through December 25, 188%e have not been any determinations made jpsi®e where we would have
reached a different determination.

We have agreed to certain restrictions on fututas to help ensure that the Spin-off maintaiagak-free status. Restrictions include,
among other things, limitations on our liquidatiomgrger or consolidation with another company,aierissuances and redemptions of our
Common Stock, our granting of stock options andsale, refranchising, distribution or other dispiosi of assets. If we fail to abide by these
restrictions or to obtain waivers from PepsiCo awda result, the Spin-off fails to qualify as &-t@e reorganization, we will be obligated to
indemnify PepsiCo for any resulting tax liabilityhigh could be substantial. No payments under threamnities have been required.
Additionally, under the terms of the tax separatgneement, PepsiCo is entitled to the federalnmetax benefits related to the exercise after
the Spin-off of vested PepsiCo options held byemployees. We incur the payroll taxes related ¢oetkercise of these options.

Note 22 - Subsequent Event

We and our franchisees and licensees are depeodquent replenishment of the food ingredients gaper supplies required by our
restaurants. We and a large number of our franekiaad licensees are under multi-year contractsédAmeriServe to purchase and make
deliveries of most of these supplies.

On January 31, 2000, AmeriServe filed for protattimder Chapter 11 of the U.S. Bankruptcy Code hatkapproximately $43 million of
receivables from AmeriServe at December 25, 1998ilaAt is possible that we may recover a portibthese receivables, the amount of the
recovery is not currently estimable. We have wmitf our January 31, 2000 receivable balance pf@pmately $41 million, which
represents the year-end balance less settlemethts ordinary course of business between Decenther@®9 and the date of bankruptcy.
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On February 2, 2000, we and another major AmeriSenstomer agreed to provide a $150 million inteewolving credit facility (the
"Facility") to AmeriServe. We initially committed tprovide up to $100 million under this FacilityoWever, we have reached an agreeme
principle to assign $30 million of our commitmeatd third party, reducing our total commitment unithe Facility to $70 million. The

Facility represents post-bankruptcy "debtor-in-gasgon” financing which enjoys preference overlpakruptcy unsecured creditors. The
interest rate is prime plus 4%.

To help ensure that our supply chain continuegtoain open, we have begun to purchase (and tékeolitsupplies directly from suppliers
(the "temporary direct purchase program®) for useur restaurants as well as for resale to ouchisees and licensees who previously
purchased supplies from AmeriServe. AmeriServeagased, for the same fee in effect prior to thekhaptcy filing, to continue to be

responsible for distributing the supplies to us andparticipating franchisee and licensee restdaaras well as providing ordering, inventory,
billing and collection services for us.

Note 23 - Selected Quarterly Financial Data (Unautid)

1999
Fir st Second Third  Fourth
Quar ter Quarter Quarter Quarter Total
Revenues:
Company sales $ 1, 662 $ 1,723 $ 1,639 $ 2,075 $ 7,099
Franchise and license fees 151 163 173 236 723
Total revenues 1, 813 1,886 1,812 2,311 7,822
Total costs and expenses 1, 577 1,537 1,435 2,033 6,582
Operating profit 236 349 377 278 1,240
Net income 106 179 197 145 627
Diluted earnings per common share 0 .66 1.10 1.23 0.93 3.92
Operating profit (loss) attributable to:
Accounting changes 10 6 5 8 29
Facility actions net gain 34 133 144 70 381
Unusual items - 4) 3) (44) (51)
Net income (loss) attributable to:
Accounting changes 6 4 3 5 18
Facility actions net gain 19 80 84 43 226
Unusual items - 2) 3) (24) (29)
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1998

Fir st  Second Third  Fourth
Quar ter Quarter Quarter Quarter Total
Revenues:
Company sales $ 1, 790 $ 1,867 $ 1,869 $ 2,326 $ 7,852
Franchise and license fees 132 140 152 203 627
Total revenues 1, 922 2,007 2,021 2,529 8,479
Total costs and expenses 1, 754 1,745 1,742 2,210 7,451
Operating profit 168 262 279 319 1,028
Net income 54 112 128 151 445
Diluted earnings per common share 0 .35 0.72 0.82 0.95 2.84
Operating profit (loss) attributable to:
Facility actions net gain 29 73 54 119 275
Unusual items - - 5 (20) (15)
Net income (loss) attributable to:
Facility actions net gain 16 42 34 70 162
Unusual items - - 3 (6) 3)

See Note 5 for details of 1999 accounting charfgedity actions net gain
(loss) and unusual items.
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Management's Responsibility for Financial Statemers

To Our Shareholders:

We are responsible for the preparation, integnity fair presentation of the Consolidated FinanStatements, related notes and other
information included in this annual report. Thegfirtial statements were prepared in accordancegeiibrally accepted accounting principles
and include certain amounts based upon our estinagig assumptions, as required. Other financiatimdition presented in the annual report
is derived from the financial statements.

We maintain a system of internal control over ficiahreporting, designed to provide reasonablerasse as to the reliability of the financial
statements, as well as to safeguard assets fronthoraed use or disposition. The system is sugldoly formal policies and procedures,
including an active Code of Conduct program intehtbeensure employees adhere to the highest stimdapersonal and professional
integrity. Our internal audit function monitors argports on the adequacy of and compliance withritegnal control system, and appropriate
actions are taken to address significant contriitidacies and other opportunities for improving sgystem as they are identified.

The financial statements have been audited andtsezbon by our independent auditors, KPMG LLP, wieye given free access to all
financial records and related data, including mesudf the meetings of the Board of Directors anth@iditees of the Board. We believe that
management representations made to the indepeadaindrs were valid and appropriate.

The Audit Committee of the Board of Directors, whis composed solely of outside directors, proviolesrsight to our financial reporting
process and our controls to safeguard assets thmeripdic meetings with our independent audititgrnal auditors and management. Both
our independent auditors and internal auditors lfi@eeaccess to the Audit Committee.

Although no cost-effective internal control systesitl preclude all errors and irregularities, weibgk our controls as of December 25, 1999
provide reasonable assurance that our assetsem@nably safeguarded.

/s/ David J. Deno
David J. Deno
Chief Financial Officer
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Report of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

We have audited the accompanying consolidated balsineet of TRICON Global Restaurants, Inc. andsiflidries ("TRICON") as of
December 25, 1999 and December 26, 1998, and ltedeonsolidated statements of operations, dasts fand shareholders' (deficit) equ
and comprehensive income for each of the yeatsairtireeyear period ended December 25, 1999. These coasatidinancial statements
the responsibility of TRICON's management. Our oesiibility is to express an opinion on these cadatéd financial statements based on
our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat 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 consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of TRICON
as of December 25, 1999 and December 26, 1998&hanm@sults of its operations and its cash flowsfch of the years in the three-year
period ended December 25, 1999, in conformity wiherally accepted accounting principles.

KPMG LLP

Louisville, Kentucky

February 8, 2000, except as to
Note 11, which is as «
February 25, 2000
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Item 9. Changes In and Disagreements with Accountason Accounting and Financial Disclosure.
None.

PART IlI
Item 10. Directors and Executive Officers of the Rgistrant.

Information regarding directors is incorporatedréference from the Company's definitive proxy stegat which will be filed with the
Securities and Exchange Commission no later th@mda2s after December 25, 1999.

Information regarding executive officers of the Gmany is included in Part I.
Item 11. Executive Compensation.

Information regarding executive compensation i®iporated by reference from the Company's defiaifixoxy statement which will be filed
with the Securities and Exchange Commission no taen 120 days after December 25, 1999. Informadjapearing in the sections entitled
"Compensation Committee Report on Executive Comgatéas' and "Performance Graph" contained in the gamy's definitive proxy
statement shall not be deemed to be incorporatedfbyence in this Form 10-K, notwithstanding aeyeral statement contained herein
incorporating portions of such proxy statementdfgrence.

Item 12. Security Ownership of Certain Beneficial Qvners and Management.

Information regarding security ownership of certaégneficial owners and management is incorporayegference from the Company's
definitive proxy statement which will be filed withe Securities and Exchange Commission no lager 120 days after December 25, 1999.

Item 13. Certain Relationships and Related Transaans.

Information regarding certain relationships anated transactions is incorporated by reference tt@Company's definitive proxy statem
which will be filed with the Securities and Exchangommission no later than 120 days after Dece@bet 999.
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PART IV
Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K.
(@) (1) Financial Statements: Consolidated findrstatements filed as part of this report are ¢istader Part I, Item 8 of this Form 10-K.

(2) Financial Statement Schedules: No scheduleseargred because either the required informasamot present or not present in amounts
sufficient to require submission of the scheduldyerause the information required is includedhmftnancial statements or the related notes
thereto filed as a part of this Form 10-K.

(3) Exhibits: The exhibits listed in the accompamylndex to Exhibits are filed as part of this Fat@iK. The Index to Exhibits specifically
identifies each management contract or compensatanyrequired to be filed as an exhibit to thisrRd.0-K.

(b) Reports on Form 8-K

(1) We filed a Current Report on Form 8-K datedt8eyber 23, 1999 attaching a press release datadrSiegr 23, 1999 announcing a $350
million Share Repurchase Program and anticipated tfuarter and full year operating and financiahts.

(2) We filed a Current Report on Form 8-K dateddberr 12, 1999 attaching our third quarter 1999iagsrelease on October 12, 1999.

(3) We filed a Current Report on Form 8-K dated Blober 15, 1999 attaching a press release dated@rel 5, 1999 announcing the
appointment of a new Chief Executive Officer, effez January 1, 2000, and a Chief Financial Offiteraddition, the press release
reaffirmed our anticipated 1999 earnings goal aiskd our 2000 earnings goal.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this Form 10-K
annual report to be signed on its behalf by thestgigned, thereunto duly authorized.

Dated: March 6, 2000
TRICON GLOBAL RESTAURANTS, INC.

By: /s/ Andrall E. Pearson

Pursuant to the requirements of the Securities &xgé Act of 1934, this Form 10-K annual report bxesn signed by the following persons
on behalf of the registrant and in the capacities @n the dates indicated.

Signature Title Date

/s/ Andrall E. Pearson Chairman of the Board March 6, 2000

Andrall E. Pearson

/sl David C. Novak Vice Chairman of the Bo ard, March 6, 2000
----------------------- Chief Executive Officer and
David C. Novak President (principal ex ecutive

officer)

/s/ David J. Deno Chief Financial March 6, 2000
----------------------- Officer (principal
David J. Deno financial officer)

/sl Robert L. Carleton Senior Vice President March 6, 2000
----------------------- and Controller
Robert L. Carleton (principal accounting

officer)

/sl D. Ronald Daniel Director March 6, 2000

D. Ronald Daniel

/sl James Dimon Director March 6, 2000

James Dimon
/sl Massimo Ferragamo Director March 6, 2000

Massimo Ferragamo
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Signature Title

/sl Robert Holland, Jr.  Director

Robert Holland, Jr.

/sl Sidney Kohl Director

Sidney Kohl

/sl Kenneth G. Langone  Director

Kenneth G. Langone

/sl Jackie Trujillo Director

Jackie Trujillo

/sl Robert J. Ulrich Director

Robert J. Ulrich

/sl Jeanette S. Wagner  Director

Jeanette S. Wagner

/sl John L. Weinberg Director

John L. Weinberg
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TRICON Global Restaurants, Inc.

Exhibit Index

Exhibit

(Item 14)

Number Description of

3.1

3.2

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6

Restated Articles of Incorporation of Tri
Amended and restated Bylaws of Tricon.

Indenture, dated as of May 1, 1998, be
National Bank of Chicago, pertaining to
Senior Notes due May 15, 2005 and May 15,
incorporated herein by reference from Ex
on Form 8-K filed with the Commission on

Rights Agreement, dated as of July 21,
BankBoston, N.A., which is incorporate
Exhibit 4.01 to Tricon's Quarterly Report
ended June 13, 1998.

Separation Agreement between PepsiCo, Inc
August 26, 1997, and the First Amendment
6, 1997, which is incorporated herein b
to Tricon's Annual Report on Form 10-K
December 27, 1997.

Tax Separation Agreement between PepsiCo,
of August 26, 1997, which is incorporat
Exhibit 10.2 to Tricon's Annual Repor
year ended December 27, 1997.

Employee Programs Agreement between Pepsi
as of August 26, 1997, which is incorpora
Exhibit 10.3 to Tricon's Annual Repor
year ended December 27, 1997.

Telecommunications, Software and Computi
PepsiCo, Inc. and Tricon effective as
incorporated herein by reference from Ex
Report on Form 10-K for the fiscal year e

Amended and Restated Sales and Distr
AmeriServe Food Distribution, Inc., Tric
KFC, effective as of November 1, 1998.

Credit Agreement dated as of October 2, 1
party thereto, The Chase Manhattan Bank,
Chase Manhattan Bank as Issuing Bank, whi
reference from Exhibit 10 to Tricon's Q
for the quarter ended September 6, 1997,
hereto which is incorporated herein by r
TRICON's Quarterly Report on Form 10-Q fo
1999, as amended by Amendment No. 2 heret
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10.7+  Tricon Director Deferred Compensation
1997, which is incorporated herein by r
Tricon's Annual Report on Form 10-K for t
27, 1997.

10.8+ Tricon 1997 Long Term Incentive Plan, a
which is incorporated herein by refe
Tricon's Annual Report on Form 10-K for t
27,1997

10.9+ Tricon Executive Incentive Compensation
1999, as amended (as filed herewith).

10.10+ Tricon Executive Income Deferral Progr
1997, which is incorporated herein by re
Tricon's Annual Report on Form 10-K for t
27, 1997.

10.13+ Tricon Pension Equalization Plan, as eff
is incorporated herein by reference fr
Annual Report on Form 10-K for the fisc
1997.

10.14+ Employment Agreement between Tricon and A
June 25, 1997, and subsequently amended
is incorporated herein by reference fr
Annual Report on Form 10-K for the fisc
1997.

10.15+ Terms of Employment Agreement between T
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Tricon's Annual Report on Form 10-K for t
27, 1997.

10.16  Form of Directors' Indemnification Agre
herein by reference from Exhibit 10.17
Form 10-K for the fiscal year ended Decem
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year ended December 26, 1998.

10.20  Tricon Purchasing Coop Agreement, dated
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23.1 Consent of KPMG LLP.

27.1 Financial Data Schedule.

* Neither Tricon nor any of its subsidiaries is fyaio any other long-term debt instrument underchtgecurities authorized exceed 10 percent
of the total assets of Tricon and its subsidiavies: consolidated basis. Copies of instruments reipect to long-term debt of lesser amounts
will be furnished to the Commission upon request.

+ Indicates a management contract or compensatany p
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EXHIBIT 10.6

AMENDMENT dated as of February 25, 2000, to theditrAgreement dated as of October 2, 1997, as aete(ttle "Credit Agreement"),
among TRICON GLOBAL RESTAURANTS, INC. (the "Borrow the Lenders party thereto, and THE CHASE MANHPBAN BANK, as
Administrative Agent (the "Administrative Agent'Gapitalized terms used and not defined herein $lagk the meanings assigned to such
terms in the Credit Agreement.

WHEREAS the Borrower has requested the Lendersmtnd the Credit Agreement as set forth herein; and
WHEREAS the undersigned Lenders are willing to apprsuch amendment, subject to the terms and comsliset forth herein;

NOW, THEREFORE, in consideration of the mutual agnents contained in this Amendment and other gaddraluable consideration, t
sufficiency and receipt of which are hereby ackremlgled, the parties hereto hereby agree as follows:

SECTION 1. Amendments. (a) Section 1.01 of the {£r&greement is hereby amended, as of the AmendiE#ecttive Date (as defined in
Section 4 below), by deleting clause (e) of thenigdn of the term "Permitted Investments" and stithting in lieu thereof the following:

(e) investments in money market funds (i) with &gyato invest substantially all their assets ire@mr more investments described in the
foregoing items (a), (b), (c) and (d) or (ii) hagithe highest credit rating obtainable from S&Rrom Moody's; and

(b) Section 6.02 of the Credit Agreement is heratmgnded, as of the Amendment Effective Date, bgdligting the word "and" at the end of
clause (g) thereof, (ii) deleting the period at¢nel of clause (h) thereof and substituting a saton in lieu thereof and (iii) adding following
clause (h) thereof the following":

() Liens on inventory and accounts receivablehef Borrower created pursuant to the Interim Stijjaeand Order authorizing the Use of
Cash Collateral and Granting Replacement Liens rratbeuary 2, 2000 in the United States Bankruptoyr€for the District of Delaware
(the "Court") in re



Ameriserve Food Distribution, Inc., et al, DebtdZhiapter 11 Case No. 00-0358, as such order maynkaded from time to time or
evidenced by any documents entered into to efigth &iens with the approval of the Court or repthbg any similar arrangement orderec
the Court so long as the interests of the Lendersat materially adversely affected by any suclkem@ament, documents or replacement
orders; provided that in no event shall the bodkeaf all inventory and accounts receivable sutfiesuch Lien exceed $320,000,000; and

(j) Liens on marketable securities or operatingetssewned by the Borrower or any of its Subsidgsecuring Indebtedness for borrowed
money in an aggregate principal amount not excee$i00,000,000; provided that all the Net Proceddsich Indebtedness are applied to
prepay Term Borrowings within 10 Business Daysraftech Net Proceeds are received (which prepaysieatiit be treated for all purposes as
a mandatory prepayment under Section 2.11(b), ¢xsteh prepayment shall not be subject to theditiihs on the amount of mandatory
prepayments specified therein).

(c) Section 6.04 of the Credit Agreement is heraimgnded, as of the Amendment Effective Date, byngdat the end thereof the following:

Notwithstanding the limitations set forth in thedgoing provisos, the Borrower may form a whollymad Foreign Subsidiary organizec

the Cayman Islands (the "Foreign IP Subsidiary{) e Borrower and its Domestic Subsidiaries maggfer to the Foreign IP Subsidiary
trademarks or other intellectual property usedidatsf the United States ("Foreign IP"), and anghstansfer of Foreign IP to the Foreign IP
Subsidiary shall not be treated as an investmeatHareign Subsidiary for purposes of determinioigngliance with the Foreign Exposure
Limit; provided that (i) the Foreign IP Subsidiaiyall become a Guarantor under the Guarantee Ageepnior to any such transfer to it of
Foreign IP and shall deliver to the AdministratAgent such legal opinions and other evidence agtministrative Agent shall reasonably
request regarding the authorization and validigréof, and (ii) any subsequent transfer of any igar#P by the Foreign IP Subsidiary to a
Foreign Subsidiary shall be subject to the For&gposure Limit.



(d) Section 6.06 of the Credit Agreement is heratmgnded, as of the Amendment Effective Date, bynadd clause (e) thereof, following
the words "the Borrower", the words "and its Sulssids".

SECTION 2. Representations and Warranties. TheoBanr represents and warrants to each of the Lende@nd as of the date hereof after
giving effect to this Amendment, that:

(a) The representations and warranties of each Paaty set forth in each Loan Document are truecamcect on and as of the date hereof
except to the extent that any such representatindsvarranties expressly relate to an earlier idatéhich case any such representations and
warranties shall be true and correct at and asdf sarlier date.

(b) No Default has occurred and is continuing.

SECTION 3. Applicable Law. THIS AMENDMENT SHALL BEONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE
LAWS OF THE STATE OF NEW YORK.

SECTION 4. Conditions of Effectiveness. This Amerainshall become effective only when (a) the Adstmaitive Agent or its counsel shall
have received duly executed counterparts of thig#adment which, when taken together, bear the sigembf the Borrower and the Requi
Lenders (the date on which this Amendment so besaffective being herein called the "Amendment &ffee Date") and (b) the
Administrative Agent shall have received for the@amt of each Lender executing this Amendment gprior to February 25, 2000, a lender
fee equal to 5 basis points multiplied by the sdrsuch Lender's Revolving Commitment and outstapdierm Loans. Unless and until this
Amendment becomes effective, the Credit Agreemiealt sontinue in full force and effect in accordarwith the provisions thereof and the
rights and obligations of the parties thereto shallbe affected hereby.

SECTION 5. Amended Credit Agreement. Any refereinaie Credit Agreement, or in any documents otrimsents required thereunder or
annexes or schedules thereto, referring to theiCAgdeement shall be deemed to refer to the Crkdieement as amended by this

Amendment. As used in the Credit Agreement, thmdetAgreement”, "this Agreement", "herein", "heidber", "hereto”, "hereof"' and words
of similar import shall, unless the context othessviequires, mean the Credit Agreemer



amended by this Amendment. Except as expresslyfraddiy this Amendment, the terms and provisionthefCredit Agreement are hereby
confirmed and ratified in all respects and shatha& in full force and effect.

SECTION 6. Counterparts. This Amendment may be @eekin two or more counterparts, each of whichl glastitute an original but all of
which when taken together shall constitute but@or@ract. Delivery of an executed counterpart sigmature page by facsimile transmission
shall be effective as delivery of a manually exedutounterpart of this Amendment.

SECTION 7. Expenses. The Borrower agrees to reisgbtiie Administrative Agent for its reasonable afdpocket expenses in connection
with this Amendment, including the reasonable febsyges and disbursements of Cravath, Swaine &®&Jaounsel for the Administrative
Agent.

IN WITNESS WHEREOF, the parties hereto have catisisdmendment to be duly executed by their respeauthorized officers as of the
day and year first written above.

TRICON GLOBAL RESTAURANTS, INC,,

by /s/ David Deno MM

Name: DAVID DENO
Title: CHIEF FINANCIAL OFFICER

THE CHASE MANHATTAN BANK, individually and as Admiistrative Agent and Swingline Lender,

by
Name:

Title:



CHASE MANHATTAN BANK DELAWARE, as Issuing
Agent,

by /s/ Michael P. Handago

Name: MICHAEL P. HANDAGO
Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

by /s/ Neil Brisson

Name: NEIL BRISSON
Title: DIRECTOR



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution CHANG HWA COMMERCI AL BANK. LTD. NEW YORK BRANCH
by /s/ Wan Tu Yeh
Name: WAN TU YEH

Title: VP & GENERAL MANAGER



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution National City Bank of Kentucky
by /s/ J. Pag e Walker
Name: J. Page Walker

Title: Vic e President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution NORDDEUTSCHE LANDE SBANK GIROZENTRALE
by /s/ Stepha nie Finnen
Name: Step hanie Finnen
Title: VP
by /s/ Stephe n K. Hunter
Name: Step hen K. Hunter

Title: SVP



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Chiao Tung Bank Co ., Ltd, New York Agency
by /s/ Kuang Si Shiu
Name: Kuan g Si Shiu

Title: SVP & GM



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution BANCA DI ROMA
by /s/ Christ opher Strike
Name: Chri stopher Strike
Title: Asst . Vice President
by /sl Alessa ndro Paoli
Name: Ales sandro Paoli

Title: Asst . Treasurer



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution FIFTH THIRD BANK
by /s/ Anthon y M. Buehler
Name: ANTH ONY M. BUEHLER

Title: Assi stant Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR?25, 2000, AMONG TRICON GLOBAL RESTAURANTS,

INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Erste Bank
by /s/ David Manheim
Name: Davi d Manheim
Title: Assi stant Vice President
Erst e Bank New York Branch
by /s/ John S. Runnion
Name: JOHN S. RUNNION

Title: FIRS T VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Toyo Trust and Banking Company, Limited
by /s/ Shinya Kameda
Name: Shin ya KAMEDA

Title: Assi stant General Manager



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR?25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE

MANHATTAN BANK, as Administrative Agent

Name of Institution The Tokai Bank, Lt d.
by /s/ Shinic hi Nakatani
Name: Shin ichi Nakatani

Title: Assi stant General Manager



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution National Bank of K uwait SAK
by /s/ Robert J. McNeill
Name: Robe rt J. McNeill
Title: Exec utive Manager
by /sl Jeffre y J. Ganter
Name: Jeff rey J. Ganter

Title: Seni or Credit Officer



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR?25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE

MANHATTAN BANK, as Administrative Agent

Name of Institution The Mitsubishi Tru st and Banking Corporation
by /s/ Toshih iro Hayashi
Name: Tosh ihiro Hayashi

Title: Seni or Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Westdeutsche Lande sbank Girozentrale
by /s/ Andrea s Schroeter
Name: ANDR EAS SCHROETER
Title: DIRE CTOR
by /sl Walter T. Duffy Il
Name: Walt er T. Duffy 1l

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR?25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE

MANHATTAN BANK, as Administrative Agent

Name of Institution Credit Industrial et. Commercial
by s/ Brian O'Leary
m-l;l-:;\-r;l-;:“éria n O'Leary
Title: Vice President
by /sl Marcus Edward
----l;l-é;—t;;-;\;larcu s Edward

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution CITIBANK, N.A.
by /s/ Thomas F. Bruscino
Name: THOM AS F. BRUSCINO

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR?25, 2000, AMONG TRICON GLOBAL RESTAURANTS,

INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Goldman Sachs Cred it Partners L.P.
by /s/ Elizab eth Fischer
Name: ELIZ ABETH FISCHER

Title: AUTH ORIZED SIGNATORY



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Bank of Louisville
by /s/ Roy L. Johnson, Jr.
Name: Roy L. Johnson, Jr.

Title: Seni or Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution CREDIT SUISSE FIRS T BOSTON
by /s/ David W. Kratovil
Name: Davi d W. Kratovil
Title: Dire ctor
by /s/ Andrea Shkane
Name: Andr ea Shkane

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution STB Delaware Fundi ng Trust |
by /s/ Robert D. Brown
Name: ROBE RT D. BROWN

Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution DLJ CAPITAL FUNDIN G, INC.
by /s/ Thomas C. Hendrick
Name: Thom as C. Hendrick

Title: Mana ging Director



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Le Bank of New Yor k
by /s/ Thomas McCrohan
Name: THOMA S C. McCROHAN

Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution THE SUMITOMO BANK, LIMITED
by /s/ Edward D. Henderson, Jr.
Name: Edwa rd D. Henderson, Jr.

Title: Seni or Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Transamerica Occid ental Life Insurance Company
by /s/ Freder ick B. Howard
Name: Fred erick B. Howard

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Bank of Scotland
by /s/ Annie Glynn
Name: ANNIE GLYNN

Title: SENI OR VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution NATEXIS BANQUE
by /s/ Jordan Sadler
Name: JORD AN SADLER
Title: ASSI STANT VICE PRESIDENT
by /sl Gary K ania
Name: GARY KANIA

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution ROYAL BANK OF CANA DA
by /s/ John M . Crawford
Name: JOHN M. CRAWFORD

Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Summit Bank
by /s/ Cather ine E. Garrity
Name: Cath erine E. Garrity

Title: VP



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution City National Bank
by /s/ Patric k M. Cassidy
Name: Patr ick M. Cassidy

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Northern Trust Company
by /s/ Mark R . Moteuelle
Name: Mark R. Motuelle

Title: Seco nd Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Mercantile Bank Na tional Association
by /s/ Kirk A . Porter
Name: KIRK A. PORTER

Title: SENI OR VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution MORGAN GUARANTY TR UST COMPANY OF NEW YORK
by /s/ R. Dav id Stone
Name: R.D avid Stone

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Comerica Bank
by /s/ Kathle en M. Kosperek
Name: KATH LEEN M. KOSPEREK

Title: ACCO UNT Officer



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Dai-Ichi Kangy 0 Bank, Ltd.
by /s/ Bertra m H. Tang
Name: Bert ram H. Tang

Title: Vice President & Group Leader



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution PNC Bank, N.A.
by /s/ Ralph M. Bowman
Name: RALP H M. BOWMAN

Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution BAYERISCHE HYPO- UND VEREINSBAN K AG NEW YORK
BRANCH

by /s/ Marianne Weinzinger

Name: Marianne Weinzinger
Title: Director

by /s/ Pamela J. Gillons

Name: PAMELA J. GILLONS
Title: ASSOCIATE DIRECTOR



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution NATIONAL WESTMINST ER BANK PLC
I-B-;/-:“l-\];t—\;\-/-e“s-t-Capit al Markets Limited, its Agent
By: Greenwich Cap ital Markets, Inc., its Agent
by /sl Richar d J. Jacoby
l\-lam-eRlc hard J. Jacoby

Title: Ass istant Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

SENIOR DEBT PORTFOLIO

Name of Institution Boston Management and Research as Investment
Advisor
by /s/ Barbar a Campbell
Name:

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Bank of Nova S cotia
by /s/ John C ampbell
Name: John Campbell

Title: Mana ging Director and Unit Head



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Sanwa Bank, Li mited
by /s/ Christ opher DiCarlo
Name: Chri stopher DiCarlo

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Banque Nationale d e Paris
by /s/ Arnaud Collin du Bocage
Name: Arna ud Collin du Bocage
Title: Exec utive Vice President and

Gene ral Manager



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Barclays Bank PLC
by /sl Paul K avanagh
Name: PAUL KAVANAGH

Title: DIRE CTOR



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution First Security Ban k, N.A.
by /s/ Troy S . Akagi
Name: Troy S. Akagi

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Industrial Ban k of Japan, Limited
by /s/ J. Ken neth Biegen
Name: J. K ENNETH BIEGEN

Title: SENI OR VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution The Fuji Bank, Lim ited
by /s/ Raymon d Ventura
Name: RAYM OND VENTURA

Title: Vice President & Manager



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Sun Trust Bank, In c. (formerly Crestar)
by /s/ Charle s J. Johnson
Name: Char les J. Johnson

Title: Dire ctor



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Bank One, Indiana N.A.
by /s/ Randal | K. Stephens
Name: Rand all K. Stephens

Title: Mana ging Director



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution SPS TRADES
by /s/ John F . Gehebe
Name: JOHN F. GEHEBE

Title: VICE PRESIDENT



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution GENERAL ELECTRIC C APTIAL CORPORATION
by /s/ Willia m E. Magee
Name: WILL IAM E. MAGEE

Title: DULY AUTHORIZED SIGNATORY



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Union Bank of Cali fornia, N.A.
by /s/ J. Sco tt Jessup
Name: J. S cott Jessup

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution BANK OF TOKYO-MITS UBISHI TRUST CO.
by /s/ J. Jef fers
Name: J.J EFFERS

Title: SVP & Manager



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution FLEET NATIONAL BAN K
by /s/ Steven Kaelin
Name: Stev en Kaelin

Title:



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution BANK OF MONTREAL




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution WACHOVIA




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution FIRSTAR BANK, N.A.
by /s/ Toby B . Rau
Name: Toby B. Rau

Title: Vice President



SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution SOCIETE GENERALE




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution HIBERNIA NATIONAL BANK




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Bear Sterns Invest ment Products, Inc.




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution STANDARD CHARTERED BANK




SIGNATURE PAGE TO THE AMENDMENT DATED AS OF FEBRUAR25, 2000, AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND THE CHASE
MANHATTAN BANK, as Administrative Agent

Name of Institution Credit Agricole In dosuez




EXHIBIT 10.9

TRICON GLOBAL RESTAURANTS, INC.
EXECUTIVE INCENTIVE COMPENSATION PLAN

SECTION 1 GENERAL

1.1. PURPOSE. The purpose of the Tricon Globald&eants, Inc. Executive Incentive Plan (the "Plas'tp promote the interests of Tricon
Global Restaurants, Inc. (the "Company" or "Trigoarid its stockholders by (i) motivating executiMeg means of performance-related
incentives, to achieve financial goals; (ii) attiag and retaining executives of outstanding apiliii) strengthening the Company's capabi
to develop, maintain and direct a competent exeetaff; (iv) providing annual incentive compemsatopportunities which are competitive
with those of other major corporations; and

(v) enabling executives to participate in the gtoamnd financial success of the Company.

1.2. PARTICIPATION. Subject to the terms and coiodis of the Plan, the Committee shall determinedesignate, from time to time, from
among the Eligible Employees, those persons whidh&igranted one or more Awards under the Plantlzmby become "Participants” in
the Plan.

1.3. DEFINITIONS. Capitalized terms in the Planlsba defined as set forth in the Plan (includihg tefinition provisions of Section 7 of
the Plan).

SECTION 2 AWARDS
2.1. GRANT OF AWARDS.

(a) For any Performance Period, the Committee sledirmine and designate those Eligible Employiéesy) who shall be granted Awards
for the period, and shall establish, with respeaach Award, (i) a Target Amount, expressed areeptage of the recipient's base salary for
such Performance Period; (ii) the performance gp&bf the Performance Period with respect to thal;

(iii) the payments to be earned with respect tdousr levels of achievement of the performance gdétf the Performance Period; and (iv)
whether the Award is intended to satisfy the rezmients for Performance-Based Compensation. FoParfgrmance Period for which
Awards are granted, the Committee shall creaté\thard Schedule, and the determinations requiredfeards intended to be Performance-
Compensation shall be made at the time necessagnmply with such requirements. The grant of an &irta any Eligible Employee for any
Performance Period shall not bestow upon suchlitigt mployee the right to receive an Award for attyer Performance Period.

(b) The performance goal(s) to be established reipect to the grant of any Awards shall be bapet on any one or more of the following
measures:

cash flow, earnings per share, return on operatisgts, return on equity, operating profit, nebine, revenue growth, shareholder return,
gross margin management, market share improvemmamket value added, or economic value added. Soals gnay be particular to a line of
business, Subsidiary, or other unit or may be basetie Company generally.

2.2. DETERMINATION OF AWARD AMOUNT.

Payment with respect to Awards for each Particiff@na Performance Period shall be determined domtance with the Award Schedule
established by the Committee, subject to the fdhagw

(a) Prior to the payment with respect to any Awdedignated as intended to satisfy the requirenfenBerformance-Based Compensation,
the Committee shall certify the attainment of tieefprmance goal(s) and any other material terms.
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(b) In the sole discretion of the Committee, theatavfor each Participant may be limited to the iBigint's Target Amount multiplied by the
Percent Attainment (determined in accordance vihapplicable Award Schedule), subject to the Yalhg:

(i) Subject to Section 3 and the provisions of gubsection 2.2, the Committee may adjust such Adarindividual performance on the
basis of such quantitative and qualitative perfarcgameasures and evaluations as it deems appeoprfee Committee may make such
adjustments as it deems appropriate in the cageyoParticipant whose position with the Companydtesged during the applicable
Performance Period.

(i) The Committee shall have the discretion tauatiperformance goals and the methodology usedetsure the determination of the degree
of attainment of such goals; provided, however, tteathe extent required by the requirements apple to Performance-Based
Compensation, any Award designated as intendeatifysthe requirements for Performance-Based Caosgiiéon may not be adjusted under
this paragraph (b) or otherwise in a manner thaeimses the value of such Award. Except as othemvizvided by the Committee, the
Committee shall retain the discretion to adjushsfiwards in a manner that does not increase sucirdsy

(c) Notwithstanding any other provision of the Rlemno event will a Participant become eligible f@ayment for an Award for any calendar
year in excess of $4,000,0(

(d) No segregation of any moneys or the creaticangftrust or the making of any special depositl$fgarequired in connection with any
Awards made or to be made under the Plan.

2.3. PAYMENT OF AWARDS. The amount earned with mstto any Award shall be paid in cash at such s determined by the
Committee. If a Participant to whom an Award hasrbmade dies prior to the payment of the Awardh aayyment shall be delivered to the
Participant's legal representative or to such gleeson or persons as shall be determined by thenGitee. The Company shall have the ri

to deduct from all amounts payable under the Pfartaxes required by law to be withheld with regpbereto; provided, however, that to the
extent provided by the Committee, any payment utttePlan may be deferred and to the extent defemay be credited with an interest or
earnings factor as determined by the Committee.

2.4. TERMINATION OF EMPLOYMENT. Except to the extestherwise provided by the Committee, if a Papticit's Date of Termination
with respect to any Award occurs prior to the ey of the Performance Period for the Award, tlexeept in the case of death, disability or
normal retirement (determined in accordance withghalified retirement plans of the Company) oregit@s provided in Section 3, the
Participant shall forfeit the Award.

SECTION 3 CHANGE IN CONTROL
BENEFITS ON CHANGE IN CONTROL.

Within ten (10) business days following the occoce of a Change in Control (as defined in the TriGdobal Restaurants, Inc. Long Term
Incentive Plan), each individual who has been @@ah annual incentive award pursuant to the Plalh lse paid an amount equal to (I) to
greater of (A) the participant's target award far period in which the Change in Control occurs @)dhe award the participant would have
earned for such period, assuming continued achiemenf the relevant performance goals at the retieesed as of the date of the Change in
Control, multiplied by (Il) a fraction the numerataf which is the number of days in the performapegod which have elapsed as of the
Change in Control, and the denominator of whicthésnumber of days in the performance period. Amgngr participant in the Plan who w
granted an annual incentive award pursuant to lgme fér the period in which the Change in Controtars and whose employment with the
Company was involuntarily terminated (other thandause) during a Potential Change in Control &dd in the Tricon Global
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Restaurants, Inc. Long Term Incentive Plan) andliwibne year preceding the occurrence of a Chan@®ntrol shall likewise be paid the
amount of such annual incentive award as if Triead fully achieved the applicable performance tigsydor the performance period in
which the Change in Control occurs.

SECTION 4 MISCELLANEOUS

4.1. TRANSFERABILITY. Any payment to which a Paitiant may be entitled under the Plan shall befire® the control or interference of
any creditor of such Participant and shall notuigjext to attachment or susceptible of anticipatioalienation. The interest of a Participant
shall not be transferable except by will or thedaf descent and distribution.

4.2. NO RIGHT TO PARTICIPATE; EMPLOYMENT. Neithene¢ adoption of the Plan nor any action of the Cottemishall be deemed to
give any Eligible Employee any right to be desiguads a Participant under the Plan. Further, ngttdmtained in the Plan, nor any action by
the Committee or any other person hereunder, bealeemed to confer upon any Eligible Employeeraiy of continued employment with
the Company or any Subsidiary or Affiliate or tanif or diminish in any way the right of the Compamyany Subsidiary or Affiliate to
terminate his or her employment at any time witkvihout cause.

4.3. NONEXCLUSIVITY OF THE PLAN. This Plan is nattended to and shall not preclude the Board frooptidg, continuing, amending
or terminating such additional compensation arrergy@s as it deems desirable for Participants utiigPlan, including, without limitation,
any thrift, savings, investment, stock purchasm;ksbption, profit sharing, pension, retiremensurance or other incentive plan.

SECTION 5 COMMITTEE

5.1. ADMINISTRATION. The authority to control andamage the operation and administration of the Btteatl be vested in a committee (
"Committee") in accordance with this subsection 3Hie Committee shall be selected by the Board shatl consist solely of two or more
non-employee members of the Board.

5.2. POWERS OF COMMITTEE. The Committee's admiat&tn of the Plan shall be subject to the following

(a) Subject to the provisions of the Plan, the Catte will have the authority and discretion toeslfrom among the Eligible Employees
those persons who shall receive Awards, to deterfia time or times of payment with respect toAtards, to establish the terms,
conditions, performance goals, restrictions, ammeoprovisions of such Awards, and (subject tor&srictions imposed by Section 6) to
cancel or suspend Awards.

(b) The Committee will have the authority and didion to interpret the Plan, to establish, amend,rascind any rules and regulations
relating to the Plan, to determine the terms awdipions of any Award made pursuant to the Plad,tarmake all other determinations that
may be necessary or advisable for the administratigche Plan.

(c) Any interpretation of the Plan by the Commitéeal any decision made by it under the Plan id &ind binding on all persons.

(d) In controlling and managing the operation adohimistration of the Plan, the Committee shall tak#on in a manner that conforms to the
articles and by-laws of the Company, and applicatdée corporate law.

5.3. DELEGATION BY COMMITTEE. Except to the extegmtohibited by applicable law, the Committee magpedlte all or any portion of its
responsibilities and powers to any one or moreésofriembers and may
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delegate all or any part of its responsibilitiesl @owers to any person or persons selected byit.sich allocation or delegation may be
revoked by the Committee at any time. Until actiothe contrary is taken by the Board or Committke,Committee's authority with respect
to matters concerning Participants below the Pest@euncil or Executive Officer level is delegatedhe Chief Executive Officer and the
Chief People Officer of the Company.

5.4. INFORMATION TO BE FURNISHED TO COMMITTEE. Théompany, the Subsidiaries, and the Affiliates shatish the Committe
with such data and information as it determines trayequired for it to discharge its duties. Theords of the Company, the Subsidiaries,
and the Affiliates as to an employee's or Partitiiseemployment, termination of employment, leafzalisence, reemployment and
compensation shall be conclusive on all personsssnietermined to be incorrect. Participants anerqtersons entitled to benefits under the
Plan must furnish the Committee such evidence, @aitaformation as the Committee considers desirédlcarry out the terms of the Plan.

SECTION 6 AMENDMENT AND TERMINATION

Except as otherwise provided in Section 3, the Boaay, at any time, amend or terminate the Plawiged that no amendment or
termination may, in the absence of written conserie change by the affected Participant (ohef Participant is not then living, the affected
beneficiary), adversely affect the rights of anytiegant or beneficiary under any Award grantedemthe Plan prior to the date such
amendment is adopted by the Board.

SECTION 7 DEFINED TERMS
In addition to the other definitions contained feréhe following definitions shall apply for purpes of the Plan:

(a) "Affiliate" means any corporation or other éntivhich is not a Subsidiary but as to which thePany possesses a direct or indirect
ownership interest and has power to exercise mamagtecontrol.

(b) "Award" with respect to a Performance Periodhngea right to receive cash payments that arerggenit on the achievement of
performance goals determined in accordance withi@®e2.

(c) "Award Schedule" means the schedule creatatidoZommittee for any Performance Period thatfeetis the performance goals and the
amounts (or the formula for determining the amouatsany payments earned pursuant to the Awardstggafor that period.

(d) "Beneficial Owner" shall have the meaning settf in Rule 13d-3 under the Exchange Act of 1%&lamended from time to time, except
that a Person shall not be deemed to be the Bédefiawner of any securities which are properlydilen a Form 13-G.

(e) "Board" means the Board of Directors of the @any.

(f) A Participant's "Date of Termination" with resy to any Award shall be the first day occurrimgon after the Grant Date for the Award on
which the Participant is not employed by the Conypamy Subsidiary, or any Affiliate, regardlesdiud reason for the termination of
employment; provided that a termination of emplogptrehall not be deemed to occur by reason of afieanf the Participant between the
Company and a Subsidiary or an Affiliate, betwe&uhsidiary and an Affiliate, or between two Sulzsids or Affiliates; and further
provided that the Participant's employment shallbgoconsidered terminated while the Participaohis leave of absence from the Comp.

a Subsidiary, or an Affiliate approved by the Raptnt's employer. If, as a result of a sale oepthansaction, the Participant's employer
ceases to be a Subsidiary or Affiliate (and thdi€pant's employer is or becomes an entity thaejzarate from the Company), and the
Participant is not, at the end of the 30-day pefaidwing the



transaction, employed by the Company or an ertiay is then a Subsidiary or Affiliate, then the wtence of such transaction shall be tre
as the Participant's Date of Termination causethéyParticipant being discharged by the employer.

(9) "Eligible Employee" means any member of thetias Council or other member of senior managemithte Company.

(h) "Grant Date" with respect to any Award for dPgrticipant means the date on which the Awardasitgid to the Participant in accordance
with subsection 2.1.

(i) "Participant” means an Eligible Employee wheédected by the Committee to receive one or mavards under the Plan.

() "Performance-Based Compensation” means amaattitsfying the applicable requirements imposedenfisn 162(m) of the Internal
Revenue Code of 1986, as amended, and the regnddbiereunder, with respect to that term.

(k) "Performance Period" with respect to any Awargans the period over which achievement of perfooaaoals is to be measured, as
established by the Committee at or prior to thenGirate of the Award.

() "Person” shall have the meaning given in Sec8¢a)(9) of the Exchange Act of 1934, as amendsdanodified and used in Section 13(d)
and 14(d) thereof, except that such term shallmatde (i) the Company or any of its Affiliated) @ trustee or other fiduciary holding
securities under an employee benefit plan of they@my or any of its Subsidiaries, (iii) an undetertemporarily holding securities pursu
to an offering of such securities , or (iv) a cagimn owned, directly or indirectly, by the stocktiers of the Company in substantially the
same proportions as their ownership of stock ofGhmpany.

(m) "Subsidiary" means any corporation partnersjoipt venture or other entity during any periodahich at least a fifty percent voting or
profits interest is owned, directly or indirecty the Company (or by any entity that is a sucaessthe Company), and any other business
venture designated by the Committee in which thenany (or any entity that is a successor to the gzo) has a significant interest, as
determined in the discretion of the Committee.

(n) "Target Amount" means the percentage of a étpatnt's base salary for a Performance Periodtableshed by the Committee pursuant to
subsection 2.1.



EXHIBIT 10.18

TRICON GLOBAL RESTAURANTS, INC.
LONG TERM INCENTIVE PLAN

SECTION 1 GENERAL

1.1. PURPOSE. The Tricon Global Restaurants, InagLTerm Incentive Plan (the "Plan") has been éstadd by Tricon Global Restaurar
Inc. (the "Company" or "Tricon") to (i) attract anetain persons eligible to participate in the P{@hmotivate Participants, by means of
appropriate incentives, to achieve long-range gd#ilsprovide incentive compensation opporturstidat are competitive with those of other
similar companies; and (iv) align the interest®afticipants with those of the Company's Sharehslde

1.2. PARTICIPATION. Subject to the terms and coindis of the Plan, the Committee shall determinedesignate, from time to time, from
among the Eligible Individuals, those persons wliblve granted one or more Awards under the Plad,thereby become "Participants" in
the Plan.

1.3. OPERATION, ADMINISTRATION, AND DEFINITIONS. Th operation and administration of the Plan, inalgdhe Awards made
under the Plan, shall be subject to the provisairection 4 (relating to operation and adminigirgt Capitalized terms in the Plan shall be
defined as set forth in the Plan (including theirdgbn provisions of Section 7 of the Plan).

SECTION 2 OPTIONS AND SARS
2.1. DEFINITIONS.

(a) The grant of an "Option" entitles the Participtp purchase shares of Stock at an Exercise Bnidaluring a specified time established by
the Committee. Any Option granted under this Secfianay be either a non-qualified option (an "NQ@"an incentive stock option (an
"ISO"), as determined in the discretion of the Cdttae. An "NQO" is an Option that is not intendecbe an "incentive stock option" as that
term is described in section 422(b) of the Code!'I&®©" is an Option that is intended to satisfy thquirements applicable to an "incentive
stock option" described in section 422(b) of thel€o

(b) A stock appreciation right (an "SAR") entitlde Participant to receive, in cash or Stock (asrd@ned in accordance with subsection :
value equal to (or otherwise based on) the exdega)ahe Fair Market Value of a specified numbg&shares of Stock at the time of exercise;
over (b) an Exercise Price established by the Cdraei

2.2. EXERCISE PRICE. The "Exercise Price" of eaghi@h and SAR granted under this Section 2 sha#idtablished by the Committee or
shall be determined by a method established b tmamittee at the time the Option or SAR is grantediept that the Exercise Price shall
be less than 100% of the Fair Market Value of aeslo& Stock on the date of grant.

2.3. EXERCISE. An Option and an SAR shall be exsatglie in accordance with such terms and condiamaisduring such periods as may be
established by the Committee.

2.4. PAYMENT OF OPTION EXERCISE PRICE. The paymehthe Exercise Price of an Option granted undisr$ection 2 shall be
subject to the following:

(a) Subject to the following provisions of this sebtion 2.4, the full Exercise Price for shareStofck purchased upon the exercise of any
Option shall be paid at the time of such exercisedépt that, in



the case of an exercise arrangement approved Wydimnittee and described in paragraph 2.4(c), paymay be made as soon as
practicable after the exercise).

(b) The Exercise Price shall be payable in cadtydendering, by either actual delivery of shanebyoattestation, shares of Stock acceptable
to the Committee, and valued at Fair Market Valsiefahe day of exercise, or in any combinationgb& as determined by the Committee.

(c) The Committee may permit a Participant to elegiay the Exercise Price upon the exercise @jation by irrevocably authorizing a third
party to sell shares of Stock (or a sufficient wortof the shares) acquired upon exercise of thgo®@and remit to the Company a sufficient
portion of the sale proceeds to pay the entire &gerPrice and any tax withholding resulting framsts exercise.

2.5. SETTLEMENT OF AWARD. Settlement of Options 8®8Rs is subject to subsection 4.7.

2.6. NO REPRICING, CANCELLATION, OR RE-GRANT OF ORINS. Except for adjustments pursuant to subseetid(f) (relating to
adjustment of shares), the Exercise Price for artgtanding Option granted under the Plan may naldeeeased after the date of grant nor
may an outstanding Option granted under the Plasulrendered to the Company as consideration inagge for the grant of a new Option
with a lower exercise price.

SECTION 3 OTHER STOCK AWARDS
3.1. DEFINITIONS.
(a) A "Stock Unit" Award is the grant of a right teceive shares of Stock in the future.

(b) A "Performance Share" Award is a grant of &ti receive shares of Stock or Stock Units widatontingent on the achievement of
performance or other objectives during a specifiedod.

(c) A "Performance Unit" Award is a grant of a righ receive a designated dollar value amount o€lStvhich is contingent on the
achievement of performance or other objectivesnduai specified period.

(d) A "Restricted Stock" Award is a grant of shapéStock, and a "Restricted Stock Unit" Awardhs grant of a right to receive shares of
Stock in the future, with such shares of Stockigitrto future delivery of such shares of Stockjsabto a risk of forfeiture or other
restrictions that will lapse upon the achievemdrdree or more goals relating to completion of seg\by the Participant, or achievement of
performance or other objectives, as determinedeyommittee.

3.2. RESTRICTIONS ON AWARDS. Each Stock Unit AwaRkstricted Stock Award, Restricted Stock Unit Advderformance Share
Award, and Performance Unit Award shall be subjec¢he following:

(a) Any such Award shall be subject to such coad#j restrictions and contingencies as the Comensttall determine.

(b) Any Restricted Stock Award, Restricted StocktWward, Performance Share Award or Performanci Riward granted shall provide,
a minimum, that the restriction or performance @ernay not be less than three years except inabe af retirement, death, disability, or
termination without cause in which case the retstricor performance period may be less than thesesy

(c) The Committee may designate whether any sucard\weing granted to any Participant is intenddaktdperformance-based
compensation" as that term is used in section 1pa@{rihe Code. Any such Awards designated as irgérd be "performance-based
compensation” shall be conditioned on the achiewmieone or more Performance Measures, to thenexeguired by Code section 162(m).
The Performance Measures that may be used by thien@tee for such Awards shall be based on any omeooe of the following Company,
Subsidiary, operating unit or division performameeasures, as selected by the Committee: cashdlawmings; earnings per share; market
value added or economic value added;



profits; return on assets; return on equity; retumrinvestment; revenues; stock price; or totatedinader return. Each goal may be expressed
on an absolute and/or relative basis, may be baised otherwise employ comparisons based on intéangets, the past performance of the
Company and/or the past or current performanceh@racompanies, and in the case of earnings-basedures, may use or employ
comparisons relating to capital, shareholders'tgqunid/or shares outstanding, investments or teteigs net assets. For Awards under this
Section 3 intended to be "performance-based compiens' the grant of the Awards and the establightroéthe Performance Measures shall
be made during the period required under Codemsedt2(m).

SECTION 4 OPERATION AND ADMINISTRATION

4.1. EFFECTIVE DATE. Subject to the approval of #areholders of the Company at the Company's 4880al meeting of its
shareholders, the Plan shall be effective as of Byy1999 (the "Effective Date"). The Plan shaluidimited in duration and, in the event of
Plan termination, shall remain in effect as longag Awards under it are outstanding; provided, énsv, that no Awards may be granted
under the Plan after the ten-year anniversaryetiffiective Date (except for Awards granted purst@ecommitments entered into prior to
such ten-year anniversary).

4.2 The shares of Stock for which Awards may batgdunder the Plan shall be subject to the fothgvi

(a) The shares of Stock with respect to which Awardy be made under the Plan shall be shares tivragithorized but unissued or
currently held or subsequently acquired by the Camgpas treasury shares, including shares purcliagled open market or in private
transactions.

(b) Subject to the following provisions of this seltion 4.2, the maximum number of shares of Stioakmay be delivered to Participants
their beneficiaries under the Plan shall be 7,60M,0

(c) To the extent provided by the Committee, anyafdvmay be settled in cash rather than Stock. & @xtent any shares of Stock coveres

an Award are not delivered to a Participant or beiaey because the Award is forfeited or cancetadhe shares of Stock are not delivered
because the Award is settled in cash or used igfys#ite applicable tax withholding obligation, sushares shall not be deemed to have been
delivered for purposes of determining the maximwmher of shares of Stock available for deliveryenitie Plan.

(d) If the exercise price of any stock option geshtinder the Plan is satisfied by tendering shafr&ock to the Company (by either actual
delivery or by attestation), only the number ofreiseof Stock issued net of the shares of Stocketerdshall be deemed delivered for purp
of determining the maximum number of shares of ISt@ilable for delivery under the Plan.

(e) Subject to paragraph 4.2(f), the following ditddial maximums are imposed under the Plan.

(i) The maximum number of shares that may be cavbyeAwards granted to any one individual pursaarfection 2 (relating to Options
and SARs) shall be 2,000,000 shares during anyctdendar-year period. If an Option is in tanderthwain SAR, such that the exercise of the
Option or SAR with respect to a share of Stock efmthe tandem SAR or Option right, respectivelighwespect to such share, the tandem
Option and SAR rights with respect to each shaigtotk shall be counted as covering one shareazkSbr purposes of applying the
limitations of this paragraph (ii).

(i) For Stock Unit Awards, Restricted Stock Awar&estricted Stock Unit Awards and Performance &Whavards that are intended to be
"performance-based compensation” (as that terread tor purposes of Code section 162(m)), no mtae 800,000 shares of Stock may be
subject to such Awards granted to any one indiiduang any five-calendar-year period (regardieb&hen such shares are deliverable). If,
after shares have been earned, the delivery isrddfeany additional shares attributable to divateduring the deferred period shall be
disregarded.



(iii) The maximum number of shares of Stock thayrha issued in conjunction with Awards granted parg to Section 3 (relating to Other
Stock Awards) shall be 500,000 shares except toakSJnits or Restricted Shares granted with resfpethe deferral of annual cash incen
awards under the Company's deferral plan will moint towards this maximum.

(iv) For Performance Unit Awards that are intenttede "performancéased compensation” (as that term is used for gagof Code sectic
162(m)), no more than $1,000,000 may be subjestith Awards granted to any one individual during ame-calendar-year period
(regardless of when such amounts are deliveralfl@fter amounts have been earned with respeeetéormance Unit Awards, the delivery
of such amounts is deferred, any additional amoaitibutable to earnings during the deferral pgsgball be disregarded.

(v) Awards to noremployee directors are limited to (i) an annuakBtgrant retainer with a Fair Market Value of $800(ii) an annual grai

of options to buy $50,000 worth of Tricon's Stotlkagrice equal to the Fair Market Value of a stadr8tock on the grant date; and (iii) a one-
time Stock grant with a Fair Market Value of $25)@fh the grant date upon joining the Board, payroémthich will be deferred until
termination from the Board. The Board may incraghgse awards by twenty-five percent (25%) of thewams described in the previous
sentence if necessary to keep compensation oftdieewithin competitive practices.

(f) In the event of a corporate transaction involythe Company (including, without limitation, asipck dividend, stock split, extraordinary
cash dividend, recapitalization, reorganizationrgee consolidation, split-up, spin-off, combinatior exchange of shares), the Committee
may adjust Awards to preserve the benefits or piglidoenefits of the Awards. Action by the Commettmay include: (i) adjustment of the
number and kind of shares which may be delivereteuthe Plan; (ii) adjustment of the number andlkihshares subject to outstanding
Awards; (iii) adjustment of the Exercise Price afsianding Options and SARs; and (iv) any otheustdjents that the Committee determines
to be equitable.

4.3. GENERAL RESTRICTIONS. Delivery of shares ob& or other amounts under the Plan shall be stutgjebe following:

(a) Notwithstanding any other provision of the Ridi®e Company shall have no liability to deliveyatares of Stock under the Plan or make
any other distribution of benefits under the Plaftess such delivery or distribution would complyttwall applicable laws (including, without
limitation, the requirements of the Securities A£1933), and the applicable requirements of aystes exchange or similar entity.

(b) To the extent that the Plan provides for isseanf stock certificates to reflect the issuancshafres of Stock, the issuance may be effected
on a non-certificated basis, to the extent not ibitdd by applicable law or the applicable rulesany stock exchange.

4.4. TAX WITHHOLDING. All distributions under thel&n are subject to withholding of all applicablzds, and the Committee may
condition the delivery of any shares or other b#meider the Plan on satisfaction of the applieatithholding obligations. The Committee,
in its discretion, and subject to such requiremastthe Committee may impose prior to the occuga@isuch withholding, may permit such
withholding obligations to be satisfied throughlt@syment by the Participant, through the surrenflshares of Stock which the Participant
already owns, or through the surrender of shar&adk to which the Participant is otherwise esditinder the Plan.

4.5. GRANT AND USE OF AWARDS. In the discretiontbe Committee, a Participant may be granted anyrdwarmitted under the
provisions of the Plan, and more than one Award bwgranted to a Participant. Awards may be graasealternatives to or replacement of
awards granted or outstanding under the Plan,yp#trer plan or arrangement of the Company or aiflidry (including a plan or
arrangement of a business or entity, all or a portif which is acquired by the Company or a Subsjdi Subject to the overall limitation on
the number of shares of Stock that may be delivenetkr the Plan, the Committee may use availaleeeshof Stock as the form of payment
for compensation, grants or



rights earned or due under any other compensaléos pr arrangements of the Company or a Subsidialpding the plans and
arrangements of the Company or a Subsidiary assumtagsiness combinations.

4.6. DIVIDENDS AND DIVIDEND EQUIVALENTS. An Award including without limitation an Option or SAR Awgrchay provide the
Participant with the right to receive dividend pants or dividend equivalent payments with respe&tock subject to the Award (both
before and after the Stock subject to the Awaehitied, vested, or acquired), which payments magjtber made currently or credited to an
account for the Participant, and may be settlathsh or Stock, as determined by the Committee.shigh settlements, and any such crediting
of dividends or dividend equivalents or reinvesttriarshares of Stock, may be subject to such cimmdit restrictions and contingencies as
Committee shall establish, including the reinvesthw# such credited amounts in Stock equivalents.

4.7. SETTLEMENT AND PAYMENTS. Awards may be settlddough cash payments, the delivery of sharesaifkSthe granting of
replacement Awards, or combination thereof as the@ittee shall determine. Any Award settlementiuding payment deferrals, may be
subject to such conditions, restrictions and caaities as the Committee shall determine. The Céseninay permit or require the deferral
of any Award payment, subject to such rules andgqutares as it may establish, which may includeipions for the payment or crediting of
interest, or dividend equivalents, including corivey such credits into deferred Stock equivaleBech Subsidiary shall be liable for payment
of cash due under the Plan with respect to anydiaht to the extent that such benefits are attable to the services rendered for that
Subsidiary by the Participant. Any disputes retatim liability of a Subsidiary for cash paymentsiébe resolved by the Committee.

4.8. TRANSFERABILITY. Except as otherwise providegithe Committee, Awards under the Plan are nosfeaable except as designated
by the Participant by will or by the laws of destcend distribution.

4.9. FORM AND TIME OF ELECTIONS. Unless otherwigeesified herein, each election required or permittebe made by any Particip
or other person entitled to benefits under the Rdad any permitted modification, or revocationréwé, shall be in writing filed with the
Committee at such times, in such form, and sultgestich restrictions and limitations, not incoraistwith the terms of the Plan, as the
Committee shall require.

4.10. AGREEMENT WITH COMPANY. An Award under thedrl shall be subject to such terms and conditiontsineonsistent with the
Plan, as the Committee shall, in its sole discretescribe. The terms and conditions of any Awarany Participant shall be reflected in
such form of written document as is determinedhey@Gommittee. A copy of such document shall be igel/to the Participant, and the
Committee may, but need not require that the Rpatit sign a copy of such document. Such docunsemférred to in the Plan as an "Award
Agreement” regardless of whether any Participamature is required.

4.11. ACTION BY COMPANY OR SUBSIDIARY. Any actioreguired or permitted to be taken by the CompargngrSubsidiary shall be

by resolution of its board of directors, or by antbf one or more non-employee members of the b@actiding a committee of the board)
who are duly authorized to act for the board, acépt to the extent prohibited by applicable lavapplicable rules of any stock exchange) by
a duly authorized officer of such company, or by amployee of the Company or any Subsidiary whieiggated by the board of directors
authority to take such action.

4.12. GENDER AND NUMBER. Where the context admitsyds in any gender shall include any other genaerds in the singular shall
include the plural and the plural shall include $iregular.

4.13. LIMITATION OF IMPLIED RIGHTS.

(a) Neither a Participant nor any other personlshglreason of participation in the Plan, acqaing right in or title to any assets, funds or
property of the Company or any Subsidiary whatspawmeluding, without limitation, any specific fuagdassets, or other property which the
Company or any



Subsidiary, in its sole discretion, may set asidariticipation of a liability under the Plan. A Beipant shall have only a contractual right to
the Stock or amounts, if any, payable under tha,Riasecured by any assets of the Company or apsid@ary, and nothing contained in the
Plan shall constitute a guarantee that the asééte €ompany or any Subsidiary shall be suffictenpay any benefits to any person.

(b) The Plan does not constitute a contract of egmpént, and selection as a Participant will noegawny participating employee or other
individual the right to be retained in the empldytiee Company or any Subsidiary or the right totoare to provide services to the Company
or any Subsidiary, nor any right or claim to anypé#t under the Plan, unless such right or claim $fzecifically accrued under the terms of
the Plan. Except as otherwise provided in the RlamAward under the Plan shall confer upon the éroldereof any rights as a shareholder of
the Company prior to the date on which the indigidulfills all conditions for receipt of such righ

4.14. EVIDENCE. Evidence required of anyone untlerRlan may be by certificate, affidavit, documenbther information which the
person acting on it considers pertinent and rediadahd signed, made or presented by the proper gaparties.

SECTION 5 CHANGE IN CONTROL

Subject to the provisions of paragraph 4.2(f) tretato the adjustment of shares), and exceptlerwise provided in the Plan or the Award
Agreement reflecting the applicable Award, the Cattea may provide under the terms of any Award thpin the occurrence of a Chang
Control:

(a) All outstanding Options (regardless of whetineandem with SARs) shall become fully exercisable
(b) All outstanding SARs (regardless of whethetaindem with Options) shall become fully exercisable

(c) All Stock Units, Restricted Stock, Restrictedc Units, and Performance Shares (including amarl payable in Stock which is granted
in conjunction with a Company deferral program)lshecome fully vested.

SECTION 6 COMMITTEE

6.1. ADMINISTRATION. The authority to control andamage the operation and administration of the Btteatl be vested in a committee (
"Committee") in accordance with this Section 6. Twmnmittee shall be selected by the Board, and sbasist solely of two or more non-
employee members of the Board. If the Committees ahma exist, or for any other reason determinethbyBoard, the Board may take any
action under the Plan that would otherwise be ¢ispansibility of the Committee. As of the date ian is adopted, the Committee shall
mean the Compensation Committee of the Board afdors.

6.2. POWERS OF COMMITTEE. The Committee's admiatitn of the Plan shall be subject to the following

(a) Subject to the provisions of the Plan, the Cattes will have the authority and discretion toeslfrom among the Eligible Individuals
those persons who shall receive Awards, to detertfia time or times of receipt, to determine theeg/of Awards and the number of shares
covered by the Awards, to establish the terms, itiond, performance criteria, restrictions, andentprovisions of such Awards, and (subject
to the restrictions imposed by Section

7) to cancel or suspend Awards.

(b) To the extent that the Committee determinestti@restrictions imposed by the Plan precludeatttéevement of the material purposes of
the Awards in jurisdictions outside the United 8sathe Committee will have the authority and @igon to modify those restrictions as the
Committee determines



to be necessary or appropriate to conform to agiplécrequirements or practices of jurisdictionsswlg of the United States.

(c) The Committee will have the authority and ditimm to interpret the Plan, to establish, amend,rascind any rules and regulations
relating to the Plan, to determine the terms andipions of any Award Agreement made pursuanteédtian, and to make all other
determinations that may be necessary or advisabliaé administration of the Plan.

(d) Any interpretation of the Plan by the Commitéel any decision made by it under the Plan i éind binding on all persons.

(e) In controlling and managing the operation agthiaistration of the Plan, the Committee shall tak#on in a manner that conforms to the
articles and by-laws of the Company, and applicatdée corporate law.

6.3. DELEGATION BY COMMITTEE. Except to the extgmtohibited by applicable law or the applicable suté a stock exchange, the
Committee may allocate all or any portion of itspensibilities and powers to any one or more ofitgsnbers and may delegate all or any
of its responsibilities and powers to any persopaysons selected by it. Any such allocation oeglaion may be revoked by the Committee
at any time. Until action to the contrary is takgnthe Board or the Committee, the Committee'sa@itthwith respect to Awards and other
matters concerning Participants below the Part@erscil or Executive Officer level is delegatedhie Chief Executive Officer or the Chief
People Officer of the Company.

6.4. INFORMATION TO BE FURNISHED TO COMMITTEE. Théompany and Subsidiaries shall furnish the Committgh such data
and information as it determines may be requiredt fim discharge its duties. The records of thenpany and Subsidiaries as to an
employee's or Participant's employment (or othevigion of services), termination of employment ¢essation of the provision of services),
leave of absence, reemployment and compensatidirbgheonclusive on all persons unless determindaktincorrect. Participants and other
persons entitled to benefits under the Plan mustsh the Committee such evidence, data or infaonas the Committee considers desiri
to carry out the terms of the Plan.

6.5 MISCONDUCT. If the Committee determines thar@sent or former employee has (i) used for pmfifisclosed to unauthorized
persons, confidential or trade secrets of Tricopbfeached any contract with or violated any iy obligation to Tricon; or (iii) engaged
any conduct which the Committee determines is iojug to the Company, the Committee may cause thptoyee to forfeit his or her
outstanding awards under the Plan, provided, howévat during the pendency of a Potential Changéantrol and as of and following the
occurrence a Change in Control, no outstanding @svander the Plan shall be subject to forfeitunspant to this Section 6.5. A "Potential
Change in Control" shall be deemed to have occufitb@ event set forth in any one of the followipgragraphs shall have occurred:

A "Potential Change in Control" shall exist duriaugy period in which the circumstances describdteims (i), (ii), (iii) or (iv), below, exist
(provided, however, that a Potential Change in @bishall cease to exist not later than the occueeof a Change in Control):

(i) The Company or any successor or assign thenetefrs into an agreement, the consummation of whald result in the occurrence of a
Change in Control; provided that a Potential Chang@ontrol described in this item (i) shall ceés@xist upon the expiration or other
termination of all such agreements.

(i) Any Person (including the Company) publiclyrerunces an intention to take or to consider takictgpns which if consummated would
constitute a Change in Control; provided that seRiidl Change in Control described in this iteghall cease to exist upon the withdrawal
of such intention, or upon a reasonable deterntndiy the Board that there is no reasonable chidma¢esuch actions would be consumma
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(iii) Any Person becomes the Beneficial Owner, cliyeor indirectly, of securities of the Companyresenting 15% or more of the combined
voting power of the Company's then outstanding s&es (not including in the securities benefigyadiwned by such Person any securities
acquired directly from the Company or any of itfiliates). However, a Potential Change in Contia@lsnot be deemed to exist by reason of
ownership of securities of the Company by any perimthe extent that such securities of the Comae acquired pursuant to a
reorganization, recapitalization, spin-off or otk@nilar transactions (including a series of praaged related transactions) to the extent that
immediately after such transaction or transactiensh securities are directly or indirectly ownedubstantially the same proportions as the
proportions of ownership of the Company's secwitiemediately prior to the transaction or transatgi

(iv) The Board adopts a resolution to the effeat tfor purposes of this Plan, a potential changmontrol exists; provided that a Potential
Change in Control described in this item (iv) slalhse to exist upon a reasonable determinatidhebBoard that the reasons that give rise to
the resolution providing for the existence of adhtial Change in Control have expired or no loreeést.”

SECTION 7 AMENDMENT AND TERMINATION

The Board may, at any time, amend or terminatd>tha, provided that (i) no amendment or terminati@y, in the absence of written
consent to the change by the affected Particiantf(the Participant is not then living, the affed beneficiary), adversely affect the rights of
any Participant or beneficiary under any Award ¢gdrunder the Plan prior to the date such amendimaaiopted by the Board; (ii) no
amendments may increase the limitations on the eumishares set forth in subsections 4.2(b) abge¥or decrease the minimum Option or
SAR Exercise Price set forth in subsection 2.2 ssbny such amendment is approved by the Compstmgrsholders; (iii) the provisions of
subsection 2.6 (relating to Option repricing) may Ibe amended, unless any such amendment is ajppogwbe Company's shareholders;

no amendment may expand the definition of Eliglbtividual in subsection 8(e), unless any such atmamt is approved by the Company's
shareholders; (v) no amendment may decrease thmuarmrestriction or performance period set fortlsirbsection 3.2(c), unless any such
amendment is approved by the Company's sharehplieiqvi) adjustments pursuant to subsection ¥skll not be subject to the foregoing
limitations of this Section 7.

SECTION 8 DEFINED TERMS
In addition to the other definitions contained feréne following definitions shall apply:

(2) AWARD. The term "Award" shall mean any awardenefit granted under the Plan, including, withiguttation, the grant of Options,
SARs, Stock Unit Awards, Restricted Stock Awardsstcted Stock Unit Awards, Performance Unit Avgrand Performance Share
Awards.

(b) BOARD. The term "Board" shall mean the Boardafectors of the Company.

(c) CHANGE IN CONTROL. Except as otherwise providsdthe Committee, a "Change in Control" shall berded to have occurred if the
event set forth in any one of the following pargdrashall have occurred:

(i) any Person is or becomes the Beneficial Owdieectly or indirectly, of securities of the Compaimot including in the securities
beneficially owned by such Person any securitiggiaed directly from the Company or its Affiliate®presenting 20% or more of the
combined voting power of the Company's then outstansecurities, excluding any Person who becomels a Beneficial Owner in
connection with a transaction described in clatjsef (paragraph (iii) below; or
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(i) the following individuals cease for any readorconstitute a majority of the number of diresttiven serving; individuals who, on the date
hereof, constitute the Board and any new dire@tiref than a director whose initial assumptionféite is in connection with an actual or
threatened election contest, including but nottkhito a consent solicitation, relating to the &becof directors of the Company), whose
appointment or election by the Board or nominafmmelection by the Company's stockholders was @ or recommended by a vote of at
least two-thirds (2/3) of the directors then stilbffice who either were directors on the dateebéor whose appointment, election or
nomination for election was previously so approsedecommended; or

(iii) there is consummated a merger or consoligetibthe Company or any direct or indirect Subsidiaith any other corporation, other than
() a merger or consolidation immediately followindpich those individuals who immediately prior l@tconsummation of such merger or
consolidation, constituted the Board, constituteagority of the board of directors of the Compamyh® surviving or resulting entity or any
parent thereof, or

(I1) a merger or consolidation effected to implemamecapitalization of the Company (or similangaction) in which no Person is or
becomes the Beneficial Owner, directly or indirgctf securities of the Company (not includinghe securities beneficially owned by such
Person any securities acquired directly from thenBany or its Affiliates) representing 20% or mofete combined voting power of the
Company's then outstanding securities.

Notwithstanding the foregoing, a "Change in Coritsblall not be deemed to have occurred by virtuth@fconsummation of any transact

or series of integrated transactions immediatdlpiang which the record holders of the common ktotthe Company immediately prior to
such transaction or series of transactions contimdrave substantially the same proportionate oghipiin an entity which owns all or
substantially all of the assets of the Company idfiately following such transaction or series ofisactions.

"Affiliate" shall have the meaning set forth in Rul2b-2 under Section 12 of the Exchange Act.

"Beneficial Owner" shall have the meaning set fantRRule 13d-3 under the Exchange Act, exceptdh@érson shall not be deemed to be the
Beneficial Owner of any securities which are prdpéled on a Form 13-G.

"Exchange Act" shall mean the Securities Exchangeof1934, as amended from time to time.

"Person” shall have the meaning given in Secti@)(3] of the Exchange Act, as modified and useBaations 13(d) and 14(d) thereof, ex:
that such term shall not include (i) Tricon or arfyts Affiliates; (ii) a trustee or other fiduciaholding securities under an employee benefit
plan of Tricon or any of its subsidiaries; (iii) anderwriter temporarily holding securities purdu@nan offering of such securities; or (iv) a
corporation owned, directly or indirectly, by theakholders of Tricon in substantially the samepartions as their ownership of stock of
Tricon.

(d) CODE. The term "Code" means the Internal Regdbode of 1986, as amended. A reference to anysiwavof the Code shall include
reference to any successor provision of the Code.

(e) ELIGIBLE INDIVIDUAL. For purposes of the Plathe term "Eligible Individual" shall mean any eny#e of the Company or a
Subsidiary, and any director of the Company. An Aduaay be granted to an employee, in connectioh kiting, retention or otherwise,
prior to the date the employee or service proviitst performs services for the Company or the Rliases, provided that such Awards shall
not become vested prior to the date the employsemice provider first performs such services.

(f) FAIR MARKET VALUE. For purposes of determinirtge "Fair Market Value" of a share of Stock asmyf date, Fair Market Value shall
mean the average between the lowest and highestedpsale prices of the Stock on that date omptimeipal exchange on which the Stock is
then listed or admitted to trading.



If the day is not a business day, and as a rggragraphs (i) and (ii) next above are inapplicatble Fair Market Value of the Stock shall be
determined as of the last preceding business day.

(g) SUBSIDIARIES. The term "Subsidiary" means anyporation, partnership, joint venture or otheiitgrduring any period in which at
least a fifty percent voting or profits interesbisned, directly or indirectly, by the Company fyrany entity that is a successor to the
Company), and any other business venture desigbgtdte Committee in which the Company (or anytgnkiat is a successor to the
Company) has a significant interest, as determinéie discretion of the Committee.

(h) STOCK. The term "Stock" shall mean shares afimmn stock of the Company.
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EXHIBIT 12
TRICON Global Restaurants, Inc.

Ratio of Earnings to Fixed Charges Years Ended 19®%

(in millions except ratio amounts)

52 Weeks
1999 1998 1997 1996 1995

Earnings:
Pretax income from continuing operations before

cumulative effect of accounting changes(a) 1,038 756 (35) 72 (103)
Minorities interests in consolidated subsidiaries - - - 1 )
Unconsolidated affiliates' interests,

net(a) (12) (10) 3) (6 ) 26
Interest expense(a) 218 291 290 310 368
Interest portion of net rent expense(a) 94 105 118 116 109
Earnings available for fixed charges 1,338 1,142 370 491 400
Fixed Charges:
Interest Expense(a) 218 291 290 310 368
Interest portion of net rent expense(a) 94 105 118 116 109
Total Fixed Charges 312 396 408 426 477
Ratio of Earnings to Fixed

Charges(b)(c) 4.29x 2.88x 0.91x 1.15x 0.84x

(@) Included in earnings for the years 1995 throl@®7 are certain allocations related to overhestscand interest expense from PepsiCo.
For purposes of these ratios, earnings are catmllat adding to (subtracting from) pretax inconmrfrcontinuing operations before income
taxes and cumulative effect of accounting chanigeddllowing: fixed charges, excluding capitalizaterest; (minority interests in
consolidated subsidiaries); (equity income (lossinf unconsolidated affiliates); and distributedame from unconsolidated affiliates. Fixed
charges consist of interest on borrowings, thecation of PepsiCo's interest expense for years-1985 and that portion of rental expense
that approximates interest. For a description efRepsiCo allocations, see the Notes to the Caladell Financial Statements included in our
1999 Form 10-K.

(b) Included the impact of unusual charges (crgdit$51 million ($29 million after-tax) in 1999,1% million ($3 million after-tax) in 1998,
$184 million ($165 million after tax) in 1997, $24dillion ($189 million after tax) in 1996 and $4&illion ($324 million after tax) in 1995.
Excluding the impact of such charges, the ratiearhings to fixed charges would have been 4.4892x2.1.36x, 1.73x and 1.80x for the fis
years ended 1999, 1998, 1997, 1996 and 1995, tasggc

(c) For the fiscal years December 27, 1997 and Dbee 30, 1995, earnings were insufficient to cdised charges by approximately $38
million and $77 million, respectively. Earningslf97 includes a charge of $530 million ($425 millafter-tax) taken in the fourth quarter to
refocus our business. Earnings in 1995 includechtmeash charge of $457 million ($324 million aftax) for the initial adoption of
Statement of Financial Accounting Standards No, 1&&counting for the Impairment of Long-Lived As¢sand for Lond-ived Assets to B
Disposed Of.'



Exhibit 21.1

SUBSIDIARIES OF TRICON

AS OF DECEMBER 31, 1999 (1)

Name of Subsidiary

A & M Food Services, Inc.

Calny, Inc.

Changsha KFC Co., Ltd.

Chengdu KFC

Chongging KFC Co., Ltd.

Dalian Kentucky Fried Chicken Co., Ltd.

El KrAm, Inc

Glenharney Insurance Company

Guangdong KFC Co., Ltd.

Hangzhou KFC

Kentucky Fried Chicken (Great Britain) Limited
Kentucky Fried Chicken Beijing Co., Ltd.
Kentucky Fried Chicken Corporate Holdings Ltd.
Kentucky Fried Chicken Corporation

Kentucky Fried Chicken de Mexico, S.A. de C.V.
Kentucky Fried Chicken Espana, S.L.

Kentucky Fried Chicken Global B.V.

Kentucky Fried Chicken International Holdings, Inc.

Kentucky Fried Chicken Japan Ltd.
Kentucky Fried Chicken of California, Inc.

Kentucky Fried Chicken of Southern California, Inc.

Kentucky Fried Chicken Worldwide B.V.
KFC Corporation

KFC Enterprises, Inc.

KFC France SAS

KFC International (Thailand) Ltd.
KFC Management Pte. Ltd.

KFC National Management Company
KFC Pty. Ltd.

KFCC/TRICON Holdings Ltd.
Nanijling KFC Co. Ltd.

PCNZ Investments Ltd.

PCNZ Ltd.

PepsiCo Eurasia Limited

PHM de Mexico S.A. de C.V.

Pizza Belgium B.V.B.A.

Pizza France S.N.C.

Pizza Gida Isletmeleri A.S.

Pizza Hut (U.K.) Ltd.

Pizza Hut International (UK) Ltd.

State or
Country of
Incorporation

Nevada
Delaware
China
China
China
China

lowa
Vermont
China
China
United Kingdom
China
Delaware
Delaware
Mexico
Spain
Netherlands
Delaware
Japan
Delaware
California
Netherlands
Delaware
Delaware
France
Thailand
Singapore
Delaware
Australia
Canada
China
Mauritius
Mauritius
Delaware
Mexico
Belgium
France
Turkey
United Kingdom
United Kingdom



Name of Subsidiary

Pizza Hut International, LLC

Pizza Hut Korea Co., Ltd.

Pizza Hut Mexicana S.A. de C.V.

Pizza Hut of America, Inc.

Pizza Hut of Puerto Rico, Inc.

Pizza Hut Singapore Pte. Ltd.

Pizza Hut West, Inc.

Pizza Hut, Inc.

Pizza Huts of the Northwest, Inc.

Pizza Management, Inc.

Qingdao Kentucky Fried Chicken Co. Ltd.
Red Raider Pizza Company

Restaurant Holdings Ltd.

SEPSA S.N.C.

Shanghai Kentucky Fried Chicken
Shanghai Pizza Hut Co. Ltd.

Shenyang KFC Co., Ltd.

Shenzhen KFC Co., Ltd.

Spizza 30 S.A.S.

Suzhou KFC

Taco Bell Corp.

Taco Bell of America, Inc.

Taco Bell of California, Inc.

Taco Caliente, Inc.

Taco Del Sur, Inc.

Taco Enterprises, Inc.

TB Holdings

TBLD Corp.

Tenga Taco, Inc.

Tianjin KFC Co.

Tricon (China) Investment Company, Ltd.
Tricon (Shanghai) Consulting Co., Ltd.
Tricon Global Restaurants (Canada), Inc.
Tricon Global Restaurants of Puerto Rico, Inc.
Tricon Global Restaurants S.A. de C.V.
Tricon International Participations S.a.r.l.
Tricon Restaurant Services Group, Inc.
TRICON Restaurants (Taiwan) Co., Ltd.
TRICON Restaurants Australia Pty Ltd.

Tricon Restaurants International (India) Pvt. Ltd.
Tricon Restaurants International Ltd. & Co. K.G.

Tricon Restaurants International, Ltd.

2

State or
Country of
Incorporation

Delaware
Korea
Mexico
Delaware
Delaware
Singapore
California
California
Minnesota
Texas
China
Delaware
United Kingdom
France
China
China
China
China
France
China
California
Delaware
California
Arizona
Georgia
Michigan
California
California
Florida
China
China
China
Canada
Delaware
Mexico
Luxembourg
Delaware
Taiwan
Australia
India
Germany
Cayman Islands



State or

Country of
Name of Subsidiary Incorporation
Tricon Restaurants Poland Sp.Zo.o. Poland
Tricon Restaurants South Africa Pty. Ltd. South Africa
Tricon Singapore Holdings Pte. Ltd. Singapore
Upper Midwest Pizza Hut, Inc. Delaware
Von Karman Leasing Corp. Delaware
Wuhan KFC Co. Ltd. China
Wuxi KFC Co., Ltd. China
Xiamen - KFC Co., Ltd. China

Note:

(1) This Schedule lists the entities that werevacsiubsidiaries of Tricon as of December 31, 1@98itted from the above list are
approximately 75 insignificant or inactive subsii#a which, if considered in the aggregate as glsisubsidiary, would not constitute a
significant subsidiary. The list also excludes apjpmately 75 subsidiaries of Pizza Hut, Inc., mafstvhich operate restaurants in the U.S.,
and approximately 30 subsidiaries of Kentucky Ffddcken Corporation and Kentucky Fried ChickerCafifornia, Inc., most of which
operate restaurants outside of the U.S.



Exhibit 23.1
Consent of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

We consent to incorporation by reference in théstegfion statements (No. 333-42969) on Form S&14 (Nos. 333-36877, 333-36955, 333-
36895, 333-36961, 333-36893, 333-64547, 333-850d383-85069) on Form &-of our report dated February 8, 2000, excepd &ote 11
which is as of February 25, 2000, relating to thesolidated balance sheet of TRICON Global Restdsyénc. and Subsidiaries as of
December 25, 1999 and December 26, 1998, and ltedeconsolidated statements of operations, dagls fand shareholders' (deficit) eqt
and comprehensive income for each of the yeatsatiree-year period ended December 25, 1999, whpbrt appears in the Company's
December 25, 1999 annual report on Form 10-K of OB\ Global Restaurants, Inc.

KPMG LLP

Louisville, Kentucky
March 6, 200(



ARTICLE 5

This schedule contains summary financial infornragatracted from TRICON Global Restaurants, Inmdsmsed Consolidated Financial
Statements for the fiscal year ended December@® and is qualified in its entirety by referencestich financial statements.

CIK: 0001041061

NAME: TRICON Global Restaurants, Inc.
MULTIPLIER: 1,000,000

CURRENCY: U.S. Dollars

PERIOD TYPE Yeal
FISCAL YEAR END Dec 25 199
PERIOD START Dec 27 199
PERIOD END Dec 25 199
EXCHANGE RATE 1.00¢
CASH 89
SECURITIES 48
RECEIVABLES 174
ALLOWANCES 13
INVENTORY 61
CURRENT ASSET¢ 48€
PP&E 4,82¢
DEPRECIATION 2,29¢
TOTAL ASSETS 3,961
CURRENT LIABILITIES 1,29¢
BONDS 2,391
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 1,264
OTHER SE (1,824
TOTAL LIABILITY AND EQUITY 3,961
SALES 7,09¢
TOTAL REVENUES 7,822
CGS 4,19/
TOTAL COSTS 6,00¢
OTHER EXPENSE¢ 0
LOSS PROVISION 2
INTEREST EXPENSE 20z
INCOME PRETAX 1,03¢
INCOME TAX 411
INCOME CONTINUING 627
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 627
EPS BASIC 4.0¢
EPS DILUTED 3.92
End of Filing
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