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PART I - FINANCIAL INFORMATION

ltem 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)

YUM! BRANDS , INC. AND SUBSIDIARIES

(in millions, except per share data)

Revenues
Company sale

Franchise and license fe
Total revenue:

Costs and Expenses, N
Company restauran
Food and pape
Payroll and employee benef
Occupancy and other operating exper
Company restaurant expen:
General and administrative expen
Franchise and license expen
Closures and impairment (income) exper
Refranchising (gain) los
Other (income) expen:
Total costs and expenses,
Operating Profit
Interest expense, n
Income Before Income Taxe:
Income tax provisiol

Net Income
Basic Earnings Per Common Share
Diluted Earnings Per Common Share

Dividends Declared Per Common Share

Quarter Year to date
9/6/0¢ 9/8/07 9/6/0¢ 9/8/07
2,48: $ 2,24: $ 6,89¢ $ 6,25¢
352 321 997 89¢€
2,83t 2,564 7,89¢ 7,15¢
83C 70C 2,26¢ 1,92«
57t 544 1,68 1,58¢
71¢ 64€ 1,97¢ 1,79¢
2,12¢ 1,89( 5,92 5,307
30t 281 89¢ 83C
18 12 45 30
3 Q) 9 12
(8) — 16 (5)
(14) (19) (140 (47)
2,42¢ 2,16 6,75( 6,127
407 401 1,14¢ 1,027
47 38 152 112
36C 362 994 91t
78 93 234 237
282 $ 27C $ 76C $ 67¢
0.6( $ 0.52 $ 1.5¢ $ 1.2¢
0.5¢ $ 0.5C $ 1.5 $ 1.24
— $ — $ 0.34 $ 0.1ft

See accompanying Notes to Condensed Consolidated dial Statement




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
YUM! BRANDS, INC. AND SUBSIDIARIES
(in millions)

Cash Flows— Operating Activities

Net Income

Depreciation and amortizatic

Closures and impairment expen

Refranchising (gain) los

Gain on sale of interest in Japan unconsolidatkighis
Deferred income taxe

Equity income from investments in unconsolidatddiates
Distributions of income received from unconsolidbédfiliates
Excess tax benefits from sh-based compensatic
Shar-based compensation expel

Changes in accounts and notes receiv

Changes in inventorie

Changes in prepaid expenses and other currens:
Changes in accounts payable and other currentitiab
Changes in income taxes paya

Other noi-cash charges and credits,

Net Cash Provided by Operating Activities

Cash Flows- Investing Activities

Capital spendin

Proceeds from refranchising of restaur:
Acquisition of restaurants from franchise
Sales of property, plant and equipm
Other, ne

Net Cash Used in Investing Activities

Cash Flows — Financing Activities
Proceeds from lor-term debi
Repayments of lor-term debt
Revolving credit facilities, three months or lesst
Shor-term borrowings by original maturi

More than three montl- proceed:

More than three montl- payments

Three months or less, r
Repurchase shares of Common St
Excess tax benefits from sh-based compensatic
Employee stock option procee
Dividends paid on Common Sto
Net Cash Used in Financing Activities
Effect of Exchange Rates on Cash and Cash Equivalesr
Net Increase (Decrease) in Cash and Cash Equivalent
Change in Cash and Cash Equivalents due to consddition of an entity in China
Cash and Cash Equivalents - Beginning of Period

Cash and Cash Equivalents - End of Period

Year to date

9/6/0¢ 9/8/07
$ 76C $ 67¢
38¢ 362

9 12

16 (5)
(100) —
(13) (32)
(33) (40)
40 28
(32) (44)
44 43
(18) (19)
(16) @
(27) 4
11 39

24 82

81 58
1,13¢ 1,16¢
(571) (391)
142 83
9 —

58 42

(8) 10
(38 (256)
37t —
(260) (11)
308 31F
— 1

— (184)
(15) 3
(1,519 (774)
32 44

51 78
(234) (196)
(1,259 (730
— 9
(512) 18¢€
17 —
78¢ 31¢

$ 29/ $ 507

See accompanying Notes to Condensed Consolidated dial Statement




CONDENSED CONSOLIDATED BALANCE SHEETS
YUM! BRANDS, INC. AND SUBSIDIARIES

(in millions)
(Unaudited)
9/6/0¢ 12/29/0'
ASSETS
Current Assets
Cash and cash equivalel $ 294 78¢
Accounts and notes receivable, less allowanceir$2808 and $21 in 20C 251 22t
Inventories 157 12¢
Prepaid expenses and other current a: 18C 14z
Deferred income taxe 152 12t
Advertising cooperative assets, restric 10c 72
Total Current Assets 1,13¢ 1,481
Property, plant and equipment, net of accumulaggetiation and amortization
of $3,418 in 2008 and $3,283 in 20 3,88¢ 3,84¢
Goodwill 65€ 672
Intangible assets, n 322 33:
Investments in unconsolidated affilia 57 15z
Other asset 572 464
Deferred income taxe 191 29C
Total Assets $ 6,82( 7,24z
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Accounts payable and other current liabilit $ 1,47¢ 1,65(
Income taxes payab 101 52
Shor-term borrowings 23 28¢
Advertising cooperative liabilitie 102 72
Total Current Liabilities 1,70: 2,06z
Long-term debi 3,59¢ 2,92¢
Other liabilities and deferred cred 1,15¢ 1,11,
Total Liabilities 6,454 6,10¢
Shareholders Equity
Common Stock, no par value, 750 shares authori&ishares and 499 shares
issued in 2008 and 2007, respectiv 9 —
Retained earning 34¢ 1,11¢
Accumulated other comprehensive inca 8 20
Total Shareholder Equity 36€ 1,13¢
$ 6,82( 7,24

Total Liabilities and Shareholder Equity

See accompanying Notes to Condensed Consolidateddial Statement




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited)
(Tabular amounts in millions, except per share)data

1. Financial Statement Presentatior

We have prepared our accompanying unaudited Coaddbsnsolidated Financial Statements (“Financiategients”jn accordance with tt
rules and regulations of the Securities and Exchagmmission (“SEC"Jor interim financial information. Accordingly, &y do not includ
all of the information and footnotes required byitdd States (“U.S.”)generally accepted accounting principles for comepliinancia
statements. Therefore, we suggest that the acaorimga Financial Statements be read in conjunctidth whe Consolidated Financ
Statements and Notes thereto included in our anmpart on Form 10-K for the fiscal year ended Deloser 29, 2007 (“2007 Form 10-
K"). Except as disclosed herein, there has been noialateange in the information disclosed in the Note our Consolidated Financ
Statements included in the 2007 Form 10-K.

YUM! Brands, Inc. and Subsidiaries (collectivelfyaeed to as “YUM” or the “Company¢omprise the worldwide operations of KFC, P
Hut, Taco Bell, Long John Silver’'s (“LJS") and A&WII-American Food Restaurants (“A&W?”) (collectivethe “Concepts”).References
YUM throughout these Notes to our Financial Statetsiare made using the first person notations &f,"us” or “our.”

YUM'’s business consists of three reporting segmebiisited States, the International Division (“YRREnd the China Division. The Chi
Division includes mainland China, Thailand, and KF&iwan, and the International Division include® tlemainder of our internatiol
operations.

Our preparation of the accompanying Financial $tatgs in conformity with generally accepted accmgnprinciples in the United States
America requires us to make estimates and assunspti@t affect reported amounts of assets andifiebj disclosure of contingent ass
and liabilities at the date of the Financial Statais, and the reported amounts of revenues andsapeluring the reporting period. Ac
results could differ from the estimates.

In our opinion, the accompanying Financial Stateimémclude all normal and recurring adjustmentssadgred necessary to present fa
when read in conjunction with our 2007 Form K Oeur financial position as of September 6, 20@&] the results of our operations for
quarters and years to date ended September 6,a2@08eptember 8, 2007 and cash flows for the yeatate ended September 6, 2008
September 8, 2007. Our results of operationshesd interim periods are not necessarily indicativihe results to be expected for the
year.

Our significant interim accounting policies inclutlee recognition of certain advertising and markgtcosts, generally in proportion
revenue, and the recognition of income taxes uaingstimated annual effective tax rate.

We have reclassified certain items, including thdiseussed in our 2007 Form KQ-n the accompanying Financial Statements aneslt
the Financial Statements in order to be companatitethe current classifications. These reclasatfons had no effect on previously repo
Net Income

2. Consolidation of a Former Unconsolidated Affiliatein China

In 2008, we began consolidating an entity in whighhave a majority ownership interest and that aesrthe KFCs in Beijing, China.
partners in this entity are essentially staweed enterprises. We historically did not cordatk this entity, instead accounting for
unconsolidated affiliate using the equity methodiofounting, due to the effective participatioroaf partners in the significant decision:
the entity that were made in the ordinary coursbusiness as addressed in Emerging Issues Tas& F&ITF") Issue No. 986, "Investor'
Accounting for an Investee When the Investor Hadlagority of the Voting Interest but the Minority Steholder or Shareholders H
Certain Approval or Veto Rights". Concurrent witldecision that we made on January 1, 2008 regatdimmanagement of the entity, we
longer believe that our partners effectively pdptite in the decisions that are made in the orglinaurse of business. Accordingly, we be
consolidating this entity.




Like our other unconsolidated affiliates, the actmg for this entity prior to 2008 resulted in edtfes being reflected as Franchise and lic
fees and our share of the entityiet income being reflected in Other (income) espe The impact on our Condensed ConsolidatedrSéan
of Income for the quarter and year to date endedeBeber 6, 2008 as a result of our consolidatiothisfentity was as follows:

Increase (Decreas

Quarter Year to Date
Company sale $ 86 $ 20C
Company restaurant expen: 65 15E
Franchise and license fe (6) (13
General and administrative expen 1 4
Other (income) expen: (11 (23)
Operating Profi 3 5

The impact on Other (income) expense includes Hwhcurrent year minority interest in pi@x earnings of the unconsolidated affiliats
well as the reduction in Other (income) expensé tasulted from our share of aftex earnings no longer being reported in Otheraine
expense. The increase in Operating Profit was diffge corresponding increase in Income tax prowmisiuch that there was no impact to
Income. Our Condensed Consolidated Balance SheSeptember 6, 2008 reflects the consolidationhid entity; with Investment

unconsolidated affiliates eliminated, the enstyalance sheet consolidated and a minority inteedlected in Other liabilities and defer
credits.

3.  Sale of Our Interest in Our Japan Unconsolidated Afiliate

In December 2007, we sold our interest in our usobdated affiliate in Japan for $128 million insta(including the impact of related fore
currency contracts that were settled in Decemb87R00ur international subsidiary that owned thisrest operates on a fiscal calendar
a period end that is approximately one month eatlian our consolidated period close. Thus, ctasiswith our historical treatment
events occurring during the lag period, the faeegain on the sale of this investment of $100iomilwas recorded in the quarter ended M
22, 2008. However, the cash proceeds from thisséretion were transferred from our internationdisétiary to the U.S. in December 2!
and thus were reported on our Consolidated StateofeDash Flows for the year ended December 297 20he offset to this cash on
Consolidated Balance Sheet at December 29, 2007invascounts payable and other current liabilitighjch was relieved in the quar
ended March 22, 2008 upon recognition of the gain.

While we will no longer have an ownership intergsthe entity that operates both KFCs and Pizzas HutJapan, it will continue to be
franchisee as it was when it operated as an untidated affiliate. Excluding the ortme gain, the sale of our interest in our J:
unconsolidated affiliate did not have a significanpact on our results of operations for the quaated year to date ended September 6,
as the Other income we previously recorded reptegpmur share of earnings of the unconsolidatddizié has historically not be:
significant.




4.  Earnings Per Common Share“EPS")

Quarter Year to date

9/6/0¢ 9/8/07 9/6/0¢ 9/8/07

Weighte-average common shares outstanding (for basic edion) 47C 523 47¢ 52¢

Effect of dilutive shar-based employee compensat 17 18 17 18
Weighted-average common and dilutive potential comishares _

outstanding (for diluted calculatio 487 541 49¢€ S4¢€

Basic EPS $ 0.6C $ 0.52 $ 1.5¢ $ 1.2¢

Diluted EPS $ 0.5¢ $ 0.5C $ 1.52 $ 1.24

Unexercised employee stock options and stock ajgti@t rights (in
millions) excluded from the diluted EPS computatn 6.5 7.1 5.8 8.1

(&) These unexercised employee stock options and sigateciation rights were not included in the corapah of diluted EPS because
do so would have been antidilutive for the peripossented

5.  Shareholder¢ Equity

Under the authority of our Board of Directors, vepurchased shares of our Common Stock during thes ye date ended September 6, :
and September 8, 2007 as indicated below. Allart®exclude applicable transaction fees.

Shares Repurchase Dollar Value of Shares
(thousands) Repurchased
Authorization Date 200¢ 2007 200¢ 2007
January 200: 19,58/ — $ 687 $ —
October 200 22,87t — 81z —
March 2007 10,24¢ — 33t
September 200 — 15,27« — 46¢
Total 42 ,45¢ 2552 $ 1,50(% $ 804

(@ Amount excludes the effect of $13 million in shaepurchases (0.4 million shares) with trade dates o the 2007 fiscal year end |
cash settlement dates subsequent to the 2007 fisaaknd

(b) Amount includes the effect of $47 million in shaepurchases (1.5 million shares) with trade datés po September 8, 2007 |
settlement dates subsequent to September 8, Zitionally, amount excludes the effect of $17 liail in share repurchases (
million shares) with trade dates prior to the 2@i86al year end but cash settlement dates subsetputhre 2006 fiscal year en

As of September 6, 2008, we have $563 million add for future repurchases through January 20@8emuour January 2008 sh
repurchase authorization. Based on market comditand other factors, additional repurchases maydnge from time to time in the of
market or through privately negotiated transact@tnthe discretion of the Company.

As discussed further in our 2007 Form HPrepurchases of Common Stock have been recorsle@dductions to Retained Earnings to
extent that share repurchases would result in decb€ommon Stock being negative on a periodic basis




Comprehensive income was as follows:

Quarter Year to date

9/6/0¢ 9/8/07 9/6/0¢ 9/8/07
Net Income $ 282 % 27C $ 76C $ 67¢
Foreign currency translation adjustment arisingriduthe perioc (18) 20 10 46
Foreign currency translation adjustment includebé Income — — (25) 1
Changes in fair value of derivatives, net of 2 (24 12 (22
Reclassification of derivative (gains) losses ta Meome, net of ta 4) 3 (13 —
Reclassification of pension actuarial losses toINevme, net of ta 1 4 4 12
Total comprehensive incon $ 265 % 27¢ $ 74¢€ $ 718

6. Recently Adopted Accounting Pronouncements

In September 2006, the Financial Accounting Stadsl&oard (“FASB”) issued Statement of Financial duting Standards (“SFASNo.
157, “Fair Value Measurements” (“SFAS 157'3FAS 157 defines fair value, establishes a framkvi@rmeasuring fair value and enhar
disclosures about fair value measurements requireter other accounting pronouncements, but doeshmmtge existing guidance as
whether or not an instrument is carried at faiueal In February 2008, the FASB issued FSP 15E#ettive Date of FASB Statement |
157" which permits a one-year deferral for the iempéntation of SFAS 157 with regard to rorancial assets and liabilities that are
recognized or disclosed at fair value in the finahstatements on a recurring basis (at least dlyjudVe elected to defer adoption of SF
157 for such non-financial assets and liabilitihjch, for the Company, primarily includes lotiged assets, goodwill and intangibles
which fair value would be determined as part oftedl impairment tests, and we do not currentlycgrgte that full adoption in 2009 w
materially impact the Company’s results of operaior financial condition.

On December 30, 2007, the Company adopted the oo of SFAS 157 related to its financial assets l@bilities. The following tab
presents the fair values for those assets anditiebimeasured on a recurring basis as of Septef)#008:

Fair Value Measuremen

Quoted Prices

in Active
Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Foreign Currency Forwarc $ 14 $ — $ 14 $ —
Interest Rate Sway 30 — 30 —
Other Investment 13 13 — —

We have entered into interest rate swaps with bjective of hedging the fair value of a portioncfr fixed rate debt. We enter into fore
currency forward contracts with the objective oflueing our exposure to cash flow volatility arisifrgm foreign currency fluctuatio
associated with certain foreign currency denomuhatéercompany short-term receivables and payablée fair value of the Comparyy’
foreign currency forwards and interest rate swapeevdetermined based on the present value of eegpéature cash flows considering
risks involved, including nonperformance risk, anging discount rates appropriate for the duratibhe other investments inclu
investments in mutual funds, which are used toedffisictuations in deferred compensation liabititteat employees have chosen to inve
phantom shares of a Stock Index Fund or Bond Ikierd. The fair value of the other investmentsatetnined based on the closing ma
prices of the respective mutual funds as of SepeerGb2008.




In February 2007, the FASB issued SFAS No. 159,e“Hair Value Option for Financial Assets and Finantiabilities” (“SFAS 159).
SFAS 159 provides companies with an option to repelected financial assets and financial liakeiitat fair value. Unrealized gains
losses on items for which the fair value option baen elected are reported in earnings at eacleguést reporting date. SFAS 159
effective for fiscal years beginning after Novemié&r 2007, the year beginning December 30, 200ThHerCompany. We did not elect
begin reporting any financial assets or liabilitesair value upon adoption of SFAS 159. In additwe did not elect to report at fair va
any new financial assets or liabilities entered uhtiring the fiscal year 2008.

7.  New Accounting Pronouncements Not Yet Adopted

In September 2006, the FASB issued SFAS No. 158)plByers’ Accounting for Defined Benefit Pension and OtherstRairemer
Plans,” (“SFAS 158"). SFAS 158 amends SFAS No.“&mployers’ Accounting for Pensions,” SFAS No. 8Bmployers’ Accounting fo
Settlements and Curtailments of Defined BenefitnBland for Termination Benefits,” SFAS No. 106, ‘fayers’ Accounting fo
Postretirement Benefits Other Than Pensions” andSSRo. 132(R), “EmployersDisclosures about Pensions and Other Postretire
Benefits.” In the fourth quarter of 2006, we admpbthe recognition and disclosure provisions of SEA8 as described in our 2007 Form 10-
K. Additionally, SFAS 158 requires measurementhef funded status of pension and postretirementspda of the date of a compasmyisca
year ending after December 15, 2008, the year eDéegmber 27, 2008 for the Company. Certain ofpdans currently have measurern
dates that do not coincide with our fiscal year and thus we will be required to change their mesraent dates in 2008. As permittec
SFAS 158, we will use the measurements perform@D@Y to estimate the effects of our changes talfigear end measurement dates.
impact of the transition to fiscal year end measumet dates will result in approximately $10 milliafi net periodic benefit cost bei
recognized as a reduction to retained earninghenfaurth quarter of 2008. Additionally other chas in the fair value of plan assets
benefit obligations during the transition periodlvibie recorded directly as other comprehensive imedqloss) during the fourth quarter
2008.

In December 2007, the FASB issued SFAS No. 14lideelv2007), “Business Combinations” (“SFAS 141R3FAS 141R, which is broac
in scope than SFAS 141, applies to all transactwnsther events in which an entity obtains contrfobne or more businesses, and req
that the acquisition method be used for such ti@se or events. SFAS 141R, with limited excemsiowill require an acquirer to recogr
the assets acquired, the liabilities assumed, apdhancontrolling interest in the acquiree at thguasition date, measured at their fair va
as of that date. This will result in acquisitioglated costs and anticipated restructuring cosédeck to the acquisition being recogni
separately from the business combination. SFARI1dEffective as of the beginning of an enttiitst fiscal year beginning after Decerr
15, 2008, the year beginning December 28, 200&hCompany. The impact of SFAS 141R on the Compdit be dependent upon t
extent to which we have transactions or eventsrateat are within its scope.

In December 2007, the FASB issued SFAS No. 160 ntdatrolling Interests in Consolidated Financiat&ments” (“SFAS 160")SFAS
160 amends Accounting Research Bulletin No. 51,n&tidated Financial Statementsid will change the accounting and reporting
noncontrolling interests, which are the portionesfuity in a subsidiary not attributable, directly indirectly, to a parent. SFAS 16C
effective for fiscal years and interim periods lmeging on or after December 15, 2008, the year Imiigin December 28, 2008 for |
Company and requires retroactive adoption of ies@ntation and disclosure requirements. We daniitipate that the adoption of SF
160 will materially impact the Company.

In March 2008, the FASB issued SFAS No. 161, “nsares about Derivative Instruments and Hedgingviies” (“SFAS 161"). SFAS
161 amends and expands the disclosure requirenmeSiSAS 133, “Accounting for Derivative Instrumerasd Hedging Activities”.SFAS
161 is effective for fiscal years and interim pddo beginning after November 15, 2008, the
beginning December 28, 2008 for the Company.

In May 2008, FASB issued SFAS No. 162, “The Hiehgrof Generally Accepted Accounting Principles” E&S 162"). SFAS 162 identifie
the sources of accounting principles and the fraomkvior selecting the principles to be used in pineparation of financial statements
nongovernmental entities that are presented inoromfy with generally accepted accounting principlé&SFAS 162 is effective 60 di
following the SEC’s approval of the Public Compakgcounting Oversight Board amendments to AU Seddibh, The Meaning of Preser
Fairly in Conformity With Generally Accepted Accding Principles. We do not anticipate that the @m of SFAS 162 will material
impact the Company.

10




8.  Facility Actions
Refranchising (gain) loss, Store closure (inconosiEand Store impairment charges by reportablmesegare as follows:

Quarter ended September 6, 2!

International China
U.S. Division Division Worldwide
Refranchising (gain) los8® $ 3) $ (5) $ — $ (8)
Store closure (income) co<® $ 2 $ 2 $ — $ —
Store impairment charg 2 — 1 3
Closure and impairment (income) expenr $ 4 $ @) $ 1 $ 3
Quarter ended September 8, 2!
International China
U.S. Division Division Worldwide
Refranchising (gain) los® $ 1) $ 2 $ 1) $ —
Store closure (income) cosfs $ 4 $ 2 $ — $ (6)
Store impairment charg: — 3 2 5
Closure and impairment (income) exper $ (4) $ 1 $ 2 $ (1)
Year to date ended September 6, 2
International China
U.S. Division Division Worldwide
Refranchising (gain) lod®® $ 22 $ (5) $ (1) $ 16
Store closure (income) co<® $ (6) $ (5) $ 2 $ (13
Store impairment chargs 15 2 5 22
Closure and impairment (income) exper $ 9 $ 3 $ 3 $ 9
Year to date ended September 8, 2
International China
U.S. Division Division Worldwide
Refranchising (gain) los® $ 3) $ — $ (2) $ (5
Store closure (income) costs $ (10) $ 2 $ — $ (12)
Store impairment charg 1C 1C 4 24
Closure and impairment (income) expen $ — $ 8 $ 4 $ 12
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(@) Refranchising (gain) loss is not allocated to segméor performance reporting purpos

(b) As part of our plan to transform our U.S. businéssluding the expansion of our U.S. refranchisoagentially reducing our Compa
ownership in the U.S. to below 10% by the year 200, we recognized significant refranchising Igsdering the year to date en
September 6, 2008 as a result of our refranchisingr offers to refranchise, stores or groupstofes in the U.S. at prices less than
recorded carrying values. These stores primangsisted of over 300 Long John Sih@restaurants, which represents all of
Company owned Long John Silver’'s restaurants inUtf& During the year to date ended Septembe®®3,2278 Long John Silves’
restaurants have been sc

(c) Store closure (income) costs include the net galoss on sales of real estate on which we formaplgrated a Company restaurant
was closed, lease reserves established when we osag) a property under an operating lease ansegulent adjustments to th
reserves and other facil-related expenses from previously closed stc

9.  Other (Income) Expense

Quarter Year to date
9/6/0¢ 9/8/0 9/6/0¢ 9/8/0
Equity income from investments in unconsolidatddiates $ 13 % (19 $ (33 $ (40
Minority interest® 4 — 8 —
Gain upon sale of investment in unconsolidatediatié ®© — Q) (100 (6)
Foreign exchange net (gain) loss and o ©) 1 (15 @
Other (income) expen: $ (14 $ (19) % (140 $ (47)

(@) On January 1, 2008, the Company began consolidatirentity in China in which we have a majority @ssghip interest. See Note

(b) Year to date ended September 6, 2008 reflectsalmergcognized on the sale of our interest in caomsolidated affiliate in Japan. !
Note 3.

(c) Year to date ended September 8, 2007 reflects nitemy of income associated with receipt of paymfenta note receivable arising fr

the 2005 sale of our fifty percent interest in émtity that operated almost all KFCs and Pizza Hutoland and the Czech Republi
our then partner in the entit
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10. Reportable Operating Segment:

The following tables summarize revenue and opegaiiofit for each of our reportable operating segise

Quarter Year to date
Revenues 9/6/08 9/8/07 9/6/08 9/8/07
United State: $ 1,21z $ 1,22¢ $ 3,62¢ $ 3,64:
International Divisiorf® 74€ 74C 2,171 2,117
China Division® 874 60C 2,091 1,39t
$ 2,83t $ 2,564 $ 7,89¢ $ 7,15¢
Quarter Year to date
Operating Profit 9/6/08 9/8/07 9/6/08 9/8/07
United State: $ 15¢ $ 187 $ 482 $ 542
International Divisior 13¢€ 127 397 347
China Division® 161 13t 352 27€
Unallocated and corporate general and adminiseatipense$® (63) (48) (185) (14¢)
Unallocated Other income (expenéeé(j) 5 — 11t 4
Unallocated Refranchising gain (10$3) 8 — (16) 5
Operating Profi 407 401 1,14¢ 1,02
Interest expense, n (47 (38 (152) (112)
Income Before Income Tax $ 36C $ 36§ 994 $ 91t

(@) Includes revenues of $300 million and $312 millfonthe quarters ended September 6, 2008 and Skbpte8n2007, respectively, &
$891 million and $900 million for the years to dateded September 6, 2008 and September 8, 20@&cta=ly, for entities in tf
United Kingdom.

(b) Includes revenues of approximately $803 million 333 million for the quarters ended September0832and September 8, 20
respectively, and $1.9 billion and $1.2 billion fine years to date ended September 6, 2008 andrfiept 8, 2007, respectively,
mainland China

(c) Includes equity income from investments in uncoidsted affiliates of $13 milliomnd $19 million for the quarters ended Septel
6, 2008 and September 8, 2007, respectively, a2dn$iBion and $36 million for the years to date eddSeptember 6, 2008 ¢
September 8, 2007, respectively, for the Chinadiovi.

(d) The quarter and year to date ended September 8, iR0ludes approximately $3 million and $13 milljaespectively, of charg
relating to U.S. general and administrative promtgtinitiatives and realignment of resources,vesll as investments in our U
Brands (unallocated Franchise and license exper

(e) The year to date ended September 6, 2008 inclu§d®@ million gain recognized on the sale of odeiiest in our unconsolidat
affiliate in Japan. See Note

(fH Amounts have not been allocated to the U.S., latanal Division or China Division segments for feemance reporting purpose
11. Pension Benefits

We sponsor noncontributory defined benefit pengi@ms covering certain futime salaried and hourly U.S. employees. The rsigstifican
of these plans, the YUM Retirement Plan (the “PJaig funded while benefits from the other U.S. plame paid by the Company
incurred. During 2001, the plans covering our Ws&aried employees were amended such that angeshiEmployee hired or rehired
YUM after September 30, 2001 is not eligible totiggrate in those plans. We also sponsor variafdd benefit pension plans covel
certain of our non-U.S. employees, the most sigaifi of which are in the United Kingdom (“U.K.”Pur plans in the U.K. have previou
been amended such that new participants are wyblelito participate in these plans.
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The components of net periodic benefit cost assatiwith our U.S. pension plans and significanéinational pension plans are as follows:

Service cos
Interest cos
Expected return on plan ass

Amortization of prior service co:

Amortization of net los
Net periodic benefit cot

Service cos
Interest cos
Expected return on plan ass

Amortization of prior service co:

Amortization of net los
Net periodic benefit cot

U.S. Pension Plar

International Pension Plai

Quarter Quarter

9/6/0¢ 9/8/07 9/6/0¢ 9/8/07
7 $ 8 2 $ 2
13 11 2 2
12 (15) 2 @
1 6 — —
9 $ 14 2 $ 2
U.S. Pension Plar International Pension Plal

Year to date Year to date
9/6/0¢ 9/8/07 9/6/0¢ 9/8/07
21 $ 23 6 $ 6
37 35 6 5
(36) (Si) (7 (6)
4 17 — 1
26 $ 41 5 $ 6

Subsequent to the quarter ended September 6, 2808ade discretionary contributions of $6 milliordeg?4 million to the Pizza Hut U.
pension plan and the Plan, respectively. We dauaoently intend to make any further contributidosither of these plans in 2008. Alsc
disclosed in our 2007 Form X-since plan assets approximate the projectedfiveridigation at the 2007 measurement date for KEC
U.K. pension plan, we do not anticipate significaear term funding.

12. Long-term Debt

On July 11, 2008 we entered into a variable ratéosainsecured term loan (“Domestic Term Loarif)an aggregate principal amoun
$375 million that matures in three years. At oistrktion the variable rate resets at one, twaetor six month intervals. We detern
whether the variable rate at each reset date isdbagon: (1) LIBOR plus an applicable spread oftaf2.5%, or (2) an Alternative Be
Rate. The Alternate Base Rate is the greater efPthme Rate or the Federal Funds Rate plus 0.p09,an applicable spread of ug
1.5%. The proceeds from the Domestic Term Loarewsed for general corporate purposes.
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13. Guarantees, Commitments and Contingencie

Guarantees and Contingencies

As a result of (a) assigning our interest in olilgas under real estate leases as a condition éoréfranchising of certain Compe
restaurants; (b) contributing certain Company restats to former unconsolidated affiliates; anddieiranteeing certain other leases, wi
frequently contingently liable on lease agreemeiitsese leases have varying terms, the latest aftmdxpires in 2026. As of Septembe
2008, the potential amount of undiscounted paymemstsould be required to make in the event of papment by the primary lessee \
approximately $425 million. The present value leéde potential payments discounted at ourtgxezost of debt at September 6, 2008
approximately $325 million. Our franchisees are phimary lessees under the vast majority of thesgses. We generally have cralefaul
provisions with these franchisees that would patrthin default of their franchise agreement in thern¢ of nonpayment under the lease.
believe these crosdefault provisions significantly reduce the riskthve will be required to make payments under thesses. Accordingl
the liability recorded for our probable exposurelemsuch leases at September 6, 2008 was not alateri

Franchise Loan Guarantees

We have provided a partial guarantee of approxiip&@&2 million of a franchisee loan pool relatednparily to the Companyg historica
refranchising programs and, to a lesser extemcfigee development of new restaurants, at Septe®nt2908. In support of this guaran
we have provided a standby letter of credit of 8filion under which we could potentially be requir® fund a portion of the franchisee I
pool. The total loans outstanding under the loawl prere approximately $59 million at Septembe2@)8.

This loan pool is funded by the issuance of commepaper by a conduit established for that purpdsalisruption in the commercial pa
markets may result in the Company and the particigafinancial institutions having to fund commaecipaper issuances that h
matured. Any funding under the guarantees orrketiécredit would be secured by the franchiseadand any related collateral. We bel
that we have appropriately provided for our estedgbrobable exposures under these contingentitiabil These provisions were prima
charged to net Refranchising (gain) loss.

Insurance Programs

We are self-insured for a substantial portion of current and prior years’ coverage including woskeompensation, employment practi
liability, general liability, automobile liabilityand property losses (collectively, “property anguadty losses”).To mitigate the cost of o
exposures for certain property and casualty lossesmake annual decisions to selfure the risks of loss up to defined maximum
occurrence retentions on a line by line basis otambine certain lines of coverage into one lossl path a single selfrsured aggrega
retention. The Company then purchases insuraneerage, up to a certain limit, for losses that excthe selinsurance per occurrence
aggregate retention. The insurerg&ximum aggregate loss limits are significantly\abour actuarially determined probable lossesefioee
we believe the likelihood of losses exceeding tisiiers’ maximum aggregate loss limits is remote.

In the U.S. and in certain other countries, we @s® self-insured for healthcare claims and leerga disability for eligible participatir
employees subject to certain deductibles and ltioita. We have accounted for our retained lidbditfor property and casualty los:
healthcare and lontgrm disability claims, including reported and imed but not reported claims, based on informatwovided b
independent actuaries.

Due to the inherent volatility of actuarially deténed property and casualty loss estimates, gasanably possible that we could experi
changes in estimated losses which could be materialr growth in quarterly and annual Net Incorifée believe that we have recor
reserves for property and casualty losses at d Velveh has substantially mitigated the potentiagative impact of adverse developm
and/or volatility.
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Litigation

We are subject to various claims and contingeneleged to lawsuits, real estate, environmentalahdr matters arising in the normal col
of business. We provide reserves for such claingscantingencies when payment is probable and abterin accordance with SFAS No
“Accounting for Contingencies.”

On November 26, 2001, Kevin Johnson, a former lekaurant manager, filed a collective action agdidS in the United States Disti
Court for the Middle District of Tennessee allegiiglation of the Fair Labor Standards Act (“FLSASh behalf of himself and alleget
similarly-situated LJS general and assistant reatdumanagers.Johnson alleged that LJS violated the FLSA by pgeaiing a policy an
practice of seeking monetary restitution from LISpkyees, including Restaurant General Manager&HR”) and Assistant Restaur:
General Managers (“ARGMs"yyhen monetary or property losses occurred due ¢avkig and willful violations of LJS policies thagsulte
in losses of company funds or property, and th& hdd thus improperly classified its RGMs and ARGids®xempt from overtime pay un
the FLSA. Johnson sought overtime pay, liquida®chages, and attorneys’ fees for himself and lupgsed class.

LJS moved the Tennessee district court to compdration of Johnson’s suit. The district couragred LJSS motion on June 7, 2004, ¢
the United States Court of Appeals for the Sixtre@i affirmed on July 5, 2005.

On December 19, 2003, while the arbitrability ohdsons claims was being litigated, former LIS manageis Eole and Nick Kaufma
represented by Johnson’s counsel, initiated ariratioin with the American Arbitration AssociatiotAQA”) (the “Cole Arbitration”). The
Cole Claimants sought a collective arbitration ahdlf of the same putative class as alleged inJdison lawsuit and alleged the s
underlying claims.

On June 15, 2004, the arbitrator in the Cole Aalitin issued a Clause Construction Award, findimat £.JS5 Dispute Resolution Policy ¢
not prohibit Claimants from proceeding on a coliezfr class basis. LJS moved unsuccessfully tateathe Clause Construction Awart
federal district court in South Carolina. The dattcourt dismissed LIS’motion to vacate, finding that it lacked jurigatio over the motion
On September 19, 2005, the arbitrator issued as@etermination Award, findingnter alia, that a class would be certified in the C
Arbitration on an “opt-out” basis, rather than as‘apt-in” collective action as specified by the FA.

On January 20, 2006, the district court denied &J80tion to vacate the Class Determination Award the United States Court of Appe
for the Fourth Circuit affirmed the district cowgrtiecision on January 28, 2008. On April 28,82QJS filed a petition for a writ of certior
in the United States Supreme Court seeking a rewkthe Fourth Circuis January 28, 2008 decision. The petition wasedebly thi
Supreme Court on October 7, 2008.

LJS expects, based on the rulings issued to datesmatter, that the Cole Arbitration will moiikdly than not proceed as an “opt-oatas:
action, rather than as an “opt-igbllective action. LJS denies liability and is efgusly defending the claims in the Cole ArbitratioNe
have provided for a reasonable estimate of the ab#ite Cole Arbitration, taking into account a rhen of factors, including our curre
projection of eligible claims, the estimated amooheach eligible claim, the estimated claim recgwate, the estimated legal fees incu
by Claimants and the reasonable settlement valuthisfand other wage and hour litigation mattddewever, in light of the inhere
uncertainties of litigation, the fact-specific ngwf Claimants’ claims, and the novelty of prodagdn an FLSA lawsuit on an “opt-dut
basis, there can be no assurance that the arbitratill not result in losses in excess of thoserentty provided for in our Condens
Consolidated Financial Statements.

On September 2, 2005, a collective action lawsgdtiresst the Company and KFC Corporation, originaliyled Parler v. Yum Brands, In
d/b/a KFC, and KFC Corporationwas filed in the United States District Court fbe District of Minnesota. Plaintiffs allege thtaey an
other current and former KFC Assistant Unit ManageAUMs”) were improperly classified as exempt employees wtideFLSA. Plaintiff
seek overtime wages and liquidated damages. Owadari7, 2006, the District Court dismissed thdnttaagainst the Company w
prejudice, leaving KFC Corporation as the sole deéfat. Plaintiffs amended the complaint on Septn&) 2006, to add related state
claims on behalf of a putative class of KFC AUMspboyed in Illinois, Minnesota, Nevada, New Jerdggw York, Ohio, and Pennsylvania.
On October 24, 2006, plaintiffs moved to decertifg conditionally certified FLSA action, and KFC igoration did not oppose the motic
On June 4, 2007, the District Court decertified dodlective action and dismissed all "apt- plaintiffs without prejudice. Subsequen
plaintiffs filed twentyseven new cases around the country, most of wHiebeaa statewide putative collective/class acti®aintiffs alst
filed 324 individual arbitrations with the Americ@mbitration Association (“AAA”).
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KFC filed a motion with the Judicial Panel on Mditrict Litigation (“*JPML") to transfer all twentgight pending cases to a single dis
court for coordinated pretrial proceedings pursuarthe Multidistrict Litigation (“MDL”) statute, 28 U.S.C. § 1407. KFC also filed a mc
with the Minnesota District Court to enjoin the 32MA arbitrations on the ground that Plaintiffs wad the right to arbitrate by th
participation in the Minnesota (Parler) litigatio®@n January 3, 2008, the JPML granted K§-@iotion to transfer all of the pending ct
cases to the Minnesota District Court for discovaanyg pre-trial proceedings. On January 4, 200&;'KFnotion to enjoin the 324 arbitratic
on the ground that plaintiffs have waived theihtitp arbitrate was granted.

On February 21, 2008, a status conference withMimmesota District Court was held to discuss casmagement issues. In particular,
parties reached agreement as to the following sss(#) the elimination of all state law class gdigons from plaintiffsamended complaini
(b) the elimination of “collective actiordllegations, which would form the basis for furtladtempts by plaintiffs to certify these actionsa
state-wide (or other) basis; and (c) an agreememtinciple to advance three “bellwetherédses, for the purpose of expediting a lin
number of the consolidated actions for pre-triaigeredings.

On April 25, 2008, the Minnesota District Courtuied a Case Management Order which (a) designatee thictions as “bellwether
proceedings (Minnesota, Georgia, Nevada); (b) stalygcovery and trials in the remaining cases;(@hdet fact discovery cutoffs in the th
"bellwether" cases for October 24, 2008, with al thieady” date of March 2, 2009.

On August 30, 2008, KFC and counsel for plaint#ffdered into a settlement in principle to resohie matter. The terms of the settlemen
in the process of being documented in a settlemgmement. The estimated costs associated witkxiiected settlement have been recc
and did not significantly impact our results of og@ns.

On August 4, 2006, a putative class action lawagdéinst Taco Bell Corp. styled Rajeev Chhibberniaxo Bell Corpwas filed in Orang
County Superior Court. On August 7, 2006, anotheati/e class action lawsuit styled Marina Puchialskiaco Bell Corpwas filed in Sa
Diego County Superior Court. Both lawsuits werediby a Taco Bell RGM purporting to represent aitrent and former RGMs who work
at corporate-owned restaurants in California fromgést 2002 to the present. The lawsuits allegi&atioms of Californias wage and ho
laws involving unpaid overtime and meal period &t@ns and seek unspecified amounts in damagepeamalties. As of September 7, 2(
the Orange County case was voluntarily dismissethbyplaintiff and both cases have been consolid@tesan Diego County. Discovery
underway. A hearing on the class certificationiorohas been scheduled for December 12, 2008.

Taco Bell denies liability and intends to vigorgudefend against all claims in this lawsuit. Howevin view of the inherent uncertainties
litigation, the outcome of this case cannot be jgted at this time. Likewise, the amount of anygmbial loss cannot be reasonably estimated.

On September 10, 2007, a putative class actiomsigdaco Bell Corp., the Company and other relatatities styledSandrika Medlock
Taco Bell Corp., was filed in United States District Court, East®istrict, Fresno, California. The case was fitad behalf of all hourl
employees who have worked for the defendants withénlast four years and alleges numerous violat@nCalifornia labor laws includii
unpaid overtime, failure to pay wages on termimatitenial of meal and rest breaks, improper waggeistents, unpaid business expense
unfair or unlawful business practices in violatiohCalifornia Business & Professions Code §17208e Company was dismissed from
case without prejudice on January 10, 2008.

On March 24, 2008, plaintiff filed a motion for lemto file a second amended complaint adding somaide FLSA claim for unpa
overtime. Taco Bell opposed the motion and on IiHe008 the court denied plaintiff’'s motion toemd. Discovery is underway, with pre-
certification discovery cutoff set for February 209 and an April 20, 2009 deadline for plaintdffile a motion for class certification.
hearing on the class certification motion has sdreduled for July 27, 2009.

Taco Bell denies liability and intends to vigorogudkefend against all claims in this lawsuit. Howevin view of the inherent uncertainties
litigation, the outcome of this case cannot be jgted at this time. Likewise, the amount of anygmbial loss cannot be reasonably estimated.
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On June 16, 2008, a putative class action lawgainat Taco Bell Corp. and the Company styiéidam Leyva vs. Taco Bell Corp., et :
was filed in Los Angeles Superior Court. The cass filed on behalf of Leyva and purportedly allestiCalifornia hourly employees &
alleges failure to pay overtime, failure to provigdeal and rest periods, failure to pay wages upschdrge, failure to provide itemized wi
statements, unfair business practices and wrongfoiination and discrimination. This case is vamilar to the Medlockcase; accordingl
on July 3, 2008, Taco Bell filed a notice of rethtmse and request for stay.

Taco Bell denies liability and intends to vigorgudefend against all claims in this lawsuit. Howe\ve view of the inherent uncertainties
litigation, the outcome of this case cannot be jgted at this time. Likewise, the amount of anygmtial loss cannot be reasonably estimated.

On April 11, 2008, Lisa Hardiman filed a Privatedkheys General Act (“PAGA”romplaint in the Superior Court of the State ofifCatia,
County of Fresno against Taco Bell Corp., the Campand other related entities. This lawsuit, stylexh Hardiman vs. Taco Bell Corp..
al., is filed on behalf of Hardiman individually and alther aggrieved employees pursuant to PAGA. Theptaint seeks penalties
alleged violations of California’ Labor Code. On June 25, 2008, Hardiman filed aeraled complaint adding class action allegatior
behalf of hourly employees in California very siamito the_Medlockcase, including allegations of unpaid overtime,s®és meal and re
periods, improper wage statements, payment of wages upon termination, unreimburseéhbas expenses and unfair or unlawful busi
practices in violation of California Business & Ryssions Code §17200. On July 25, 2008, Tacom@elbved the case to the United St
District Court for the Eastern District of Califoan and subsequently filed a notice of related c&e July 31, 2008, the case was transfi
to the same judge as in the Medladse. Taco Bell then filed a motion to strike B&GA claims. A hearing is scheduled for Octobey
2008.

Taco Bell denies liability and intends to vigorgudefend against all claims in this lawsuit. Howe\ve view of the inherent uncertainties
litigation, the outcome of this case cannot be jgted at this time. Likewise, the amount of anygmtial loss cannot be reasonably estimated.

On December 21, 2007, a putative class action laagainst KFC U.S. Properties, Inc. styled BaskalKFC U.S. Properties, Incwas filec
in San Diego County Superior Court on behalf ofcalirent and former RGMs, AUMs and Shift Supengseho worked at KFC's Califorr
restaurants since December 21, 2003. The lawHeges violations of California’ wage and hour and unfair competition laws, iniclg
denial of sufficient meal and rest periods, imprtpgemized pay stubs, and delays in issuing fim@ychecks, and seeks unspecified am«
in damages, injunctive relief, and attorneys' faed costs. A first amended complaint was filedFetruary 5, 2008. KFC answered
amended complaint on March 21, 2008.

A case management conference was held on Jun®Q8, & which time the court scheduled a hearinglamtiff’ s expected motion for cle
certification on February 13, 2009.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeverview of the inherent uncertainties
litigation, the outcome of this case cannot be joted at this time. Likewise, the amount of anygmtial loss cannot be reasonably estimated.

On December 17, 2002, Taco Bell was named as tfendient in a class action lawsuit filed in the \@ditStates District Court for t
Northern District of California styleMoeller, et al. v. Taco Bell Corp.On August 4, 2003, plaintiffs filed an amendedptaint that allege
among other things, that Taco Bell has discrimitagainst the class of people who use wheelchaiss@oters for mobility by failing -
make its approximately 220 company-owned restasii@n€California (the “California Restaurantsiycessible to the class. Plaintiffs con
that queue rails and other architectural and stratelements of the Taco Bell restaurants relatntpe path of travel and use of the facili
by persons with mobility-related disabilities da womply with the U.S. Americans with Disabilitiéet (the “ADA”), the Unruh Civil Right
Act (the “Unruh Act”), and the California Disablétersons Act (the “CDPA”) Plaintiffs have requested: (a) an injunction frtme Distric
Court ordering Taco Bell to comply with the ADA aitd implementing regulations; (b) that the Digti@ourt declare Taco Bell in violati
of the ADA, the Unruh Act, and the CDPA; and (c) matary relief under the Unruh Act or CDPA. PIdisti on behalf of the class,
seeking the minimum statutory damages per offerisatioer $4,000 under the Unruh Act or $1,000 unither CDPA for each aggriev
member of the class. Plaintiffs contend that tmeag be in excess of 100,000 individuals in thegla
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On February 23, 2004, the District Court grantedirRiffs’ motion for class certification. The Dist Court certified a Rule 23(b)(
mandatory injunctive relief class of all individeakith disabilities who use wheelchairs or elecégooters for mobility who, at any time or
after December 17, 2001, were denied, or are ctlyrbaing denied, on the basis of disability, thé &nd equal enjoyment of the Califor
Restaurants. The class includes claims for injuacgtlief and minimum statutory damages.

Pursuant to the partieagreement, on or about August 31, 2004, the DisBaurt ordered that the trial of this action b&utbated so thi
stage one will resolve Plaintiffs’ claims for eqite relief and stage two will resolve Plaintiftedaims for damages. The parties are curr
proceeding with the equitable relief stage of #dton.

On May 17, 2007, a hearing was held on Plaintiffgition for Partial Summary Judgment seeking judidieclaration that Taco Bell was
violation of accessibility laws as to three specifisues: indoor seating, queue rails and dooningeforce. On August 8, 2007, the c«
granted Plaintiffs’ motion in part with regard tinithg room seating. In addition, the court granBdintiffs’ motion in part with regard
door opening force at some restaurants (but npaatl denied the motion with regard to queue lines.

At a status conference on September 27, 2007,ahe set a trial date of November 10, 2008 wittpegs$ to not more than 20 restauran
determine the issue of liability and common issu€ke parties participated in mediation on March 2808, without reaching resolution.
new trial court judge was assigned on April 4, 2088d the November 10, 2008 trial date and all ropiveviously set court dates w
vacated. The court has instead ordered suppleimgistaovery and will hear Taco Bedl'motion for partial summary judgment regart
statute of limitations on October 29, 2008, follal®y cross motions for summary judgment regardilppAssues, and finally cross motic
for summary judgment regarding state law issues.

Taco Bell has denied liability and intends to vigusly defend against all claims in this lawsuitac® Bell has taken certain steps to adt
potential architectural and structural compliarssues at the restaurants in accordance with apfgistate and federal disability access le
The costs associated with addressing these isswesrot, and are not expected to significantly iohpaur results of operations. It is
possible at this time to reasonably estimate tbeatrility or amount of liability for monetary damegjon a class wide basis to Taco Bell.

According to the Centers for Disease Control (“C[pGtiere was an outbreak of iliness associated withrcular strain of E. coli 0157:H7
the northeast United States during November ancember 2006. Also according to the CDC, the outbifeam this particular strain w
most likely associated with eating products cornitgjrcontaminated shredded iceberg lettuce at TadbrBstaurants in Pennsylvania, N
Jersey, New York, and Delaware. The CDC conclutied the contamination likely occurred before tk#uce reached the Taco E
restaurants and that the outbreak ended on or &emémber 6, 2006. The CDC has stated that itvedeeports of 71 persons who beci
il in association with the outbreak in the aboventioned area during the above time frame, andnthakeaths have been reported.

On December 6, 2006, a lawsuit styled Tyler Voragittet. al. v. Taco Bell Corp, Taco Bell of Ameritac. and Yum! Brands, Ingvas filec
in the Supreme Court of the State of New York, Qpuwsf Suffolk. Mr. Vormittag, a minor, alleges tecame ill after consuming fo
purchased from a Taco Bell restaurant in Riverhbiaay York, which was allegedly contaminated withcBli 0157:H7. Subsequently, thirty-
four other cases have been filed naming the CompEego Bell Corp., Taco Bell of America, and/or etlsubsidiaries of the Company, €
alleging similar facts on behalf of other customefgiditionally, the Company has received a humtfeclaims from customers who he
alleged injuries related to the E. coli outbrealt, iave not filed lawsuits.

According to the allegations common to all the Ctaimts, each Taco Bell customer became ill aftgesting contaminated food in |
November or early December 2006 from Taco Bellawstnts located in the northeast states implicatékde outbreak. The majority of 1
implicated restaurants are owned and operated by Ball franchisees. The Company believes that atinimum it is not liable for ai
losses at these stores. Some of these claimsblesvesettled.

We have provided for the estimated costs of th&dms and litigation, based on a projection of ptitd claims and their amounts as wel

the results of settlement negotiations in similatters. But in view of the inherent uncertaintiésthere can be no assurance that the out
of the litigation will not result in losses in exxxeof those currently provided for in our CondenSedsolidated Financial Statements.
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On March 14, 2007, a lawsuit styled Boskovich Farms. v. Taco Bell Corp. and Does 1 through W5 filed in the Superior Court of 1
State of California, Orange County. Boskovich Fgrensupplier of produce to Taco Bell, allegegsrComplaint, among other things, thi
suffered damage to its reputation and businessrasudt of publications and/or statements it clainese made by Taco Bell in connect
with Taco Bells reporting of results of certain tests conductadng investigations on green onions used at Taeb @staurants. TI
Company believes that the Complaint should propeeliyeard in an alternative dispute resolution (Xpforum according to the contract
terms governing the relationship of the partiehie Tompany filed a motion to compel ADR and stay litigation on May 1, 2007. T
Court entered an order granting this motion on JLhe2007. Boskovich filed a writ petition to setide the trial cours’ ruling compellin
ADR; the writ petition was denied in October 200ihe parties participated in mediation on April 2008, without reaching resolution.
arbitration panel has been selected, and the atibitris currently scheduled for September, 2008e Company denies liability and intend
vigorously defend against all claims in any arliitna and the lawsuit. However, in view of the indm® uncertainties of litigation, t
outcome of this case cannot be predicted at this.tiLikewise, the amount of any potential lossncditbe reasonably estimated.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition athResults of Operations
Introduction and Overview

The following Management’s Discussion and Analy{8MD&A”) should be read in conjunction with the unauditeshd@msed Consolidat
Financial Statements (“Financial Statements”), @autionary Statements and our annual report on Fib#d for the fiscal year end:
December 29, 2007. Throughout the MD&A, YUM! Brandnc. (“YUM” or the “Company”)makes reference to certain performs
measures as described below.

» The company provides the percentage changes erglutie impact of foreign currency translation. §dheamounts are derived
translating current year results at prior year agerexchange rates. We believe the eliminatigheforeign currency translation imp
provides better ye-to-year comparability without the distortion of foraigurrency fluctuation:

» System sales growth includes the results of athtgants regardless of ownership, including Compamged, franchise, unconsolida
affiliate and license restaurants. Sales of fraagghunconsolidated affiliate and license restasrgenerate Franchise and license fee
the Company (typically at a rate of 4% to 6% ofsal Franchise, unconsolidated affiliate and Beerestaurant sales are not include
Company sales on the Condensed Consolidated Statero€ Income; however, the Franchise and licerss fare included in t
Companys revenues. We believe system sales growth isiuseihvestors as a significant indicator of therll strength of our busine
as it incorporates all of our revenue drivers, Campand franchise same store sales as well asitetavelopment

» Same store sales is the estimated growth in séla$ @staurants that have been open one yeamoe.nlJ).S. Company same store <
include only KFC, Pizza Hut and Taco Bell Compamyned restaurants that have been open one yearrer ibS. same store sales
Long John Silves and A&W restaurants are not included given thetike insignificance of the Company stores forstdrands and t
limited impact they currently have, and will have the future, on our U.S. Company same store sasewell as our overall U.
performance

» Company restaurant margin as a percentage of saldsfined as Company sales less expenses incdirectly by our Compar
restaurants in generating Company sales, divideddsgpany sale:

» Operating margin is defined as Operating Profitd#id by Total revenue

All Note references herein refer to the accompamiotes to the Financial Statements. Tabular atscane displayed in millions except
share and unit count amounts, or as otherwise fagadhi identified.

Description of Business

YUM is the world's largest restaurant company based on number @fnsyaits, with more than 35,000 units in more th@fA countries ar
territories operating under the KFC, Pizza Hut,d 8ell, Long John Silver's and A&W Al_kmerican Food Restaurants brands. Four c
Company’s restaurant brands — KFC, Pizza Hut, Balband Long John Silver’'s — are the global leadarthe quickservice chicken, pizz
Mexicanstyle food and seafood categories, respectivelyth®over 35,000 restaurants, 21% are operataddbompany, 73% are opere
by franchisees and unconsolidated affiliates ancaé8tperated by licensees.

YUM'’s business consists of three reporting segmebiisited States, the International Division (“YRREnd the China Division. The Chi
Division includes mainland China, Thailand and KF@iwan, and the International Division includes tieenainder of our internatior
operations. The China and International Divisitiase been experiencing dramatic growth and nowessmt over half of the Company’
Operating Profits. The U.S. business operateshiglaly competitive marketplace resulting in slovpeofit growth, but continues to prodt
strong cash flows.

Strategies

The Company continues to focus on four key strategi
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Build Leading Brands Across China in Every Sigrafit Category -The Company has developed the KFC and Pizza Hutdbranto th
leading quick service and casual dining restauramispectively, in mainland China. Additionalljziet Company owns and operates
distribution system for its restaurants in mainla@iina which we believe provides a significant cetitfjve advantage. Given this strc
competitive position, a rapidly growing economy angopulation of 1.3 billion in mainland China, tBempany is rapidly adding KFC &
Pizza Hut Casual Dining restaurants and testingatiditional restaurant concepts of Pizza Hut Horeevi€e (pizza delivery) and Ei
Dawning (Chinese food). Our ongoing earnings ghomibdel includes annual systesales growth of 20% in mainland China driven k
least 425 new restaurants each year, which we expécive annual Operating Profit growth of 20%lwe China Division.

Drive Aggressive International Expansion and Biu#tlong Brands Everywhere Fhe Company and its franchisees opened over 85(
restaurants in 2007 in the Compasynternational Division, representing 8 straighass of opening over 700 restaurants. The Inteme
Division generated $480 million in Operating Prafit2007 up from $186 million in 1998. The Compagpects to continue to experie
strong growth by building our existing markets gmndwing in new markets including India, France, stasVietnam and Africa. Our ongoi
earnings growth model includes annual OperatinditRyoowth of 10% driven by 750 new restaurant dpge annually for the Internatior
Division. New unit development is expected to cibmite to system sales growth of at least 5% (3%%ounit growth and 2% to 3% sa
store sales growth) each year.

Dramatically Improve U.S. Brand Positions, Consisteand Returns Fhe Company continues to focus on improving its.Up8sitior
through differentiated products and marketing andnaproved customer experience. The Company dtsees to provide industrjeading
new product innovation which adds sales layers exghnds day parts. We are the leader in multitngndvith over 4,200 restaura
providing customers two or more of our brands single location. We continue to evaluate our mewand ownership positions with an earn-
the-right-to-own philosophy on Compawoy¥ned restaurants. Our ongoing earnings growthemealls for annual Operating Profit growtt
5% in the U.S. with same store sales growth of @%4% and leverage of our General and AdministratiG&A”) infrastructure.

Drive Industry-Leading, Long-Term Shareholder amdrighisee Value Fhe Company is focused on delivering high retunnd seturnin
substantial cash flows to its shareholders viaeshgpurchases and dividends. The Company hasfdhe bighest returns on invested ca|
in the Quick Service Restaurants (“QSRijlustry. Additionally, 2007 was the third consteel year in which the Company returned ¢
$1.1 billion to its shareholders through share rejpases and dividends. The Company is targetirgnaoal dividend payout ratio of 35%
40% of Net Income.

Quarter Ended September 6, 2008 Highlights

. Worldwide system sales growth of 1(

. Mainland China unit growth of 21

. Worldwide same store sales growth of 3%, includifgin mainland China, 4% in YRI and 3% in the L
. Worldwide operating profit growth of 2*

. Lower effective tax rate of 21.6% versus 25.5%him prior yea

. 10% reduction in average diluted common sharedandsg versus prior yei

. Diluted earnings per shar*EP<") of $0.58 or 16% growt

All preceding comparisons are versus the same gerigear ago.
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Significant Known Events, Trends or Uncertainties impacting or Expected to Impact Comparisons of Repded or Future Results
The following factors impacted comparability of opéng performance for the quarters and/or yeardate ended September 6, 2008
September 8, 2007 and/or could impact comparabilith the remainder of our results in 2008 or bejofertain of these factors w
previously discussed in our 2007 Form 10-K.

U.S. Restaurant Profit

Our U.S. restaurant margin as a percentage of dala®ased by 2.2 percentage points and 2.0 pageepbints for the quarter and yee
date ended September 6, 2008, respectively. Tdemeases were the primary drivers in the U.S. &jmgr Profit declines of 16% and 1.
for the quarter and year to date ended SeptemI200B, respectively.

Restaurant profit in dollar terms was negativelpatted by $32 million of commodity inflation forefyuarter ended September 6, 2008.
decrease was partially offset by U.S. Company sstore sales growth of 4%, which included growtB%f at Taco Bell and 6% at Pizza |
and a decline of 4% at KFC.

For the year to date ended September 6, 2008,urastaprofit in dollar terms was negatively impactey $87 million of commodit
inflation. Additionally, restaurant profit was reggvely impacted by $18 million due to higher pradyeand casualty self insurance expens
we lapped favorability recognized in 2007. Theserdases were partially offset by U.S. Company ssiore sales growth of 4%.

We anticipate that the U.S. restaurant margin fier remainder of 2008 will be adversely impactedcbgtinued higher commodity cos
with commodity inflation for the full year 2008 esgted to be $120 million. However, we expect firiting actions that we have taken
will take will help to mitigate this inflation durg the fourth quarter. We now anticipate that $erating Profit will be down approximat
8% from 2007 on a full year basis.

ChinaRestaurant Profit

China Division restaurant margin as a percentageat#fs declined to 20.9% and 19.7% in the quartdry@ar to date ended Septemb
2008, respectively, from 23.2% and 21.5% in theriguaand year to date ended September 8, 2007%atsgly. These declines were dri
by commodity inflation, primarily chicken, of appimately $22 million and $56 million for the quartend year to date ended Septemb
2008, respectively, and higher labor costs. InGhaa Division, we expect that the higher commpdiflation rate will moderate and mar
trends will begin to improve in 2009.

Consolidation of a Former Unconsolidated Affiliate in China

In 2008, we began consolidating an entity in whighhave a majority ownership interest and that aesrthe KFCs in Beijing, China. (
partners in this entity are essentially steweed enterprises. We historically did not cordatk this entity, instead accounting for
unconsolidated affiliate using the equity methodiofounting, due to the effective participatioroaf partners in the significant decision:
the entity that were made in the ordinary coursbusiness as addressed in Emerging Issues Tas& F&ITF") Issue No. 98:6, "Investor'
Accounting for an Investee When the Investor Hadlagority of the Voting Interest but the Minority Steholder or Shareholders H
Certain Approval or Veto Rights". Concurrent witldecision that we made on January 1, 2008 regatdimmanagement of the entity, we
longer believe that our partners effectively pdptite in the decisions that are made in the orglinaurse of business. Accordingly, we be
consolidating this entity.

Like our other unconsolidated affiliates, the actmg for this entity prior to 2008 resulted in edtfes being reflected as Franchise and lic

fees and our share of the entityiet income being reflected in Other (income) espe The impact on our Condensed Consolidated rSean
of Income for the quarter and year to date endgteBber 6, 2008 as a result of our consolidatiothigfentity was as follows:

23




Increase (Decreas

Quarter Year to Date
Company sale $ 86 $ 20C
Company restaurant expen: 65 15E
Franchise and license fe (6) (13
General and administrative expen 1 4
Other (income) expen: (171) (23
Operating Profi 3 5

The impact on Other (income) expense includes bwthcurrent year minority interest in piax earnings of the unconsolidated affiliats
well as the reduction in Other (income) expense ithsulted from our share of aftexx earnings no longer being reported in Otherafine
expense. The increase in Operating Profit was bffge corresponding increase in Income tax prowisiuch that there was no impact to
Income.

Significant 2008 Gains and Charges

As part of our plan to transform our U.S. businessare taking several measures in 2008 that weotlbelieve are indicative of our ongo
operations. These measures (“the U.S. businessfaranation measuresificlude: expansion of our U.S. refranchising, ptisdly reducing
our Company ownership in the U.S. to below 10%Hh®y year end 2010; charges relating to G&A proditgtiwitiatives and realignment
resources (primarily severance and early retirengests); and investments in our U.S. Brands madéatralf of our franchisees such
equipment purchases. As discussed in Note 10,rev@at including the impacts of these U.S. businesssformation measures in our L
segment for performance reporting purposes.

In the quarter and year to date ended Septemb@0@3, we recorded a pre-tax gain of $3 million angretax loss of $22 millior
respectively, from refranchising in the U.S. le tjuarter and year to date ended September 6, @@0&corded préax losses related to U
severance and early retirement of $1 million andriion, respectively, and expenses related tegtments in our U.S. brands of $2 mill
and $5 million, respectively. The refranchisingdes recorded for the year to date ended Septe®nt#2908 were primarily due to ¢
refranchising of, or our offers to refranchise,regor groups of stores, principally at Long Jofiae® s, for prices less than their recor
carrying value. The refranchising losses are mdhg discussed in Note 8 and the Store Portfoliategy of the MD&A.

These losses were more than offset in the yeaat® ehded September 6, 2008 by atpregain of approximately $100 million related h&
sale of our interest in our unconsolidated afdiat Japan (See Note 3 for further discussion isftifansaction). This gain was recorde
unallocated Other (income) expense in our Conde@sesolidated Statement of Income.

We anticipate that on a full year basis the netdotpf the U.S. business transformation measureéstengain on the sale of our interest in
unconsolidated affiliate in Japan will generatetoi$25 million of Operating Profit, or approximate$0.03 of diluted EPS in 2008Thes:
full year amounts include an anticipated charg®4ff million to Operating Profit, or approximatel.85 of diluted EPS, as liabilities rela
to the U.S. business transformation measures avergd in the fourth quarter of 2008.

Mexico Value Added Tax“(\VAT”) Exemption

On October 1, 2007, Mexico enacted new legislatlmat eliminated a tax ruling that allowed us toirolaan exemption related to V/
payments. Beginning on January 1, 2008, we wageined to remit VAT on all Company restaurant sakesulting in lower Company sa
and Restaurant Profit. As a result of this newslegion, our International Divisios’ Company sales and Restaurant Profit for the ep
ended September 6, 2008 were unfavorably impacte@dproximately $10 million and $9 million, respgety. Company sales a
Restaurant Profit for the year to date ended Sdpter@, 2008 were unfavorably impacted by approxétya$26 million and $23 milliol
respectively. We estimate that the full year 200®act on the International Division’Company sales and Restaurant Profit wil
unfavorable by approximately $38 million and $34lliom, respectively. The International Divisian'system sales growth and restat
margin as a percentage of sales were negativelgdteg by approximately 0.3 and 1.3 percentage paiaspectively,
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for the quarter ended September 6, 2008. Addiliprthe International Divisiors system sales growth and restaurant margin ascarjag
of sales were negatively impacted by approximadeByand 1.2 percentage points, respectively, feryéar to date ended September 6, 2
with similar negative impacts expected for the fidar.

Tax Legislation- MainlandChina

On March 16, 2007, the National People€Congress in mainland China enacted new tax &gal that went into effect on January
2008. Upon enactment, which occurred in the Clihasion’s 2007 second fiscal quarter, the deferred taxnbakaof all Chinese entiti
including our unconsolidated affiliates, were atjds We currently estimate that these income && changes will positively impact ¢
2008 Net Income by approximately $15 million corgghto what it would have otherwise been had no f@ewegislation been enacted.
the year to date ended September 6, 2008, theafaloimpact on our Income tax provision and OpegaRrofit was approximately $9 milli
and $3 million, respectively.

StorePortfolio Strategy

From time to time we sell Company restaurants tistieg and new franchisees where geographic syeergan be obtained or wh
franchisees’expertise can generally be leveraged to improve awarall operating performance, while retaining @amy ownership «
strategic U.S. and international markets. In th8.JUwe are targeting Company ownership of restdsinaotentially below 10% by year ¢
2010, down from its current level of 20%. We refaat net refranchising losses of $22 million inth&. for the year to date ended Septel
6, 2008, primarily due to our refranchising of, aur offers to sell, certain stores or groups ofestpfor a price less than their carry
values. In the U.S., we have refranchised 42laveahts during the first three quarters of 2008 anticipate refranchising at least !
restaurants for the full year.

In the International Division, we are targeting Guany ownership of Pizza Hut restaurants in the Unidrket at approximately 40% by y
end 2011, down from its current level of approxiehaf75%.

Refranchisings reduce our reported revenues andurasit profits and increase the importance ofesystales growth as a key performe
measure. Additionally, G&A expenses will declingeotime as a result of these refranchising adtisit The timing of G&A declines w
vary and often lag the actual refranchising acdésitas the synergies are typically dependent upersize and geography of the respe:
deals. G&A expenses included in the tables beleflect only direct G&A expenses that we are no @nigcurring as a result of stores
were operated by us for all or some portion ofdbeparable period in 2007 and were no longer opdray us as of September 6, 2008.

The following table summarizes our refranchisingvétées:

Quarter Year to date
9/6/08 9/8/07 9/6/08 9/8/07
Number of units refranchise 25E 94 462 28t
Refranchising proceeds, |-tax $ 76 $ 18 $ 142 $ 83
Refranchising (gain) loss, [-tax $ ® % — $ 16 $ (5)

The impact on Operating Profit arising from refraising is the net of (a) the estimated reductionseistaurant profit, which reflects
decrease in Company sales, and G&A expenses arttigl®stimated increase in franchise fees fromsthees refranchised. The amot
presented below reflect the estimated historicallte from stores that were operated by us fooralome portion of the comparable perio
2007 and were no longer operated by us as of Ségieé) 2008.
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The following table summarizes the estimated hisébresults of refranchising:

Decreased Company sa
Increased Franchise and license 1

Decrease in Total revenu

Decreased Company sa
Increased Franchise and license 1

Decrease in Total revenu

Decreased Restaurant pr¢
Increased Franchise and license 1

Decreased G&#
Increase in Operating Pro

Decreased Restaurant pr¢
Increased Franchise and license 1

Decreased G&#
Increase in Operating Pro

Quarter ended 9/6/(

International China
U.S. Division Division Worldwide
$ (72) $ (25) $ (D] (97)
4 2 — 6
$ (67) $ (23 $ (D (91)
Year to date ended 9/6/I
International China
U.S. Division Division Worldwide
$ (16€) $ (83 $ 3 (254)
9 5 — 14
$ (159) $ (78) $ 3 (240
Quarter ended 9/6/(
International China
U.S. Division Division Worldwide
$ @ $ €) $ @ ®
4 2 — 6
2 — — 2
$ 2 $ (D $ (1) —
Year to date ended 9/6/I
International China
U.S. Division Division Worldwide
$ ©) $ (M $ @ 17)
9 5 — 14
4 1 — 5
$ 4 $ (1 $ (D 2
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Results of Operations

Quarter Year to date
9/6/08 9/8/07 % B/(W) 9/6/08 9/8/07 % B/(W)
Company sale $ 248. $ 2,24 11 $ 6,89¢ $ 6,25¢ 10
Franchise and license fe 35¢ 321 10 997 89¢€ 11
Total revenue $ 2,835 $ 2,56‘ 11 $ 7,896 $ 7,15‘ 10
Company restaurant pro $ 356§ 358 2 $ 977 $ 951 3
% of Company sale 14.4% 15.7% (1.3 ppts. 14.2% 15.2% (1.0) ppts.
Operating Profi 407 401 2 1,14¢ 1,027 12
Interest expense, n 47 38 (28) 152 112 (36)
Income tax provisiol 78 93 16 234 237 1
Diluted earnings per Shar‘é) $ 0.5¢ $ 0.5C 16 $ 1.5% $ 1.24 23
€)) See Note 4 for the number of shares used in tihisiledion.
Restaurant Unit Activity
Total
Unconsolidated Excluding
Worldwide Company Affiliates Franchisee Licenseed?
Beginning of yea 7,62¢ 1,31¢ 24,29 33,23¢
New Builds 32¢ 57 70E 1,091
Acquisitions 19 — (29 —
Refranchising (462) QD 463 —
Closures (89 @) (53€) (632
Other 182 (749 572 5
End of quarte 7,604 614 25,48 33,70(
% of Total 23% 2% 75% 100%
Total
Unconsolidated Excluding
United State: Company Affiliates Franchisee Licensees?
Beginning of yea 3,89¢ — 14,08 17,971
New Builds 49 — 177 22€
Acquisitions 8 — (8) —
Refranchising (421 — 421 —
Closures 47 — (339 (381)
Other — — 3 3
% of Total 20% — 80% 100%
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Total

Unconsolidated Excluding
International Divisior Company Affiliates Franchisee Licenseed?
Beginning of yea 1,64z 56¢ 9,96: 12,17:
New Builds 17 — 503 52C
Acquisitions 4 — 4) —
Refranchising (39 Q) 40 —
Closures (15) — (197 (20€)
Other® — (567) 56¢ 2
% of Total 13% — 87% 100%

Unconsolidated
China Division Company Affiliates Franchisee Total
Beginning of yea 2,08 74€ 258 3,08¢
New Builds 262 57 25 34t
Acquisitions 7 — @) —
Refranchising 2 — 2 —
Closures 27 7 (11) (45)
Other® 182 (182) — —
% of Total 74% 18% 8% 100%

(&) The Worldwide, U.S. and International Division fstaxclude 2,129, 1,955 and 174 licensed unitspecs/ely, at September
2008. There are no licensed units in the Chindsitia. Licensed units are generally units thaeoffmited menus and operate in non-
traditional locations like malls, airports, gaseliservice stations, convenience stores, stadiuthsaamusement parks where a full s
traditional outlet would not be practical or eféai. As licensed units have lower average unéssablumes than our traditional units
our current strategy does not place a significampleasis on expanding our licensed units, we ddali¢ve that providing further det

of licensed unit activity provides significant oeamingful information

(b) In our fiscal quarter ended March 22, 2008, we saidinterest in our unconsolidated affiliate ipda. While we will no longer have
ownership interest in the entity that operates BGECs and Pizza Huts in Japan, it will continueb a franchisee as it was whe

operated as an unconsolidated affiliate. See Blc

(c) On January 1, 2008, we began consolidating anyentiChina in which we have a majority ownershifenest. This entity was previou
accounted for as an unconsolidated affiliate andegkassified the units accordingly. See Not

Multibrand restaurants are included in the totdleve. Multibrand conversions increase the salespmints of distribution for the secc
brand added to a restaurant but do not result iadafitional unit count. Similarly, a new multibdanestaurant, while increasing sales
points of distribution for two brands, results ims§ one additional unit count. Franchise unit ¢supelow include both franchisee i
unconsolidated affiliate multibrand units. Follagiare multibrand restaurant totals at Septemb20@3:

Company Franchisee Total
United State: 1,712 2,551 4,263
International Divisior — 322 322
Worldwide 1,712 2,877 4,58°¢

28




For the year to date ended September 6, 2008, Gongrad franchise multibrand unit gross additionsenE77 and 503, respectively. Tt
are no multibrand units in the China Division.

System Sales Growth

Increase excluding foreign

Quarter Increase/(Decreas currency translatio
9/6/08 9/8/07 9/6/08 9/8/07
United State: 4% 2% N/A N/A
International Divisior 12% 16% 7% 11%
China Division 30% 31% 18% 23%
Worldwide 10% 9% 6% 7%
Increase excluding foreign
Year to date Increase/(Decreas currency translatio
9/6/08 9/8/07 9/6/08 9/8/07
United State: 3% —% N/A N/A
International Divisior 14% 15% 8% 10%
China Division 35% 27% 24% 21%
Worldwide 10% 7% 7% 5%

The explanations that follow for system sales ghoednsider year over year changes excluding thadtngf foreign currency translation.

For the quarter ended September 6, 2008 the irereds.S. System sales was driven by same stogs gabwth and new unit development,
partially offset by store closures.

For the year to date ended September 6, 2008 theaise in U.S. System sales was driven by newdemilopment and same store sales
growth, partially offset by store closures.

For the quarter to date and year to date ended®ber 6, 2008 the increases in International DivisChina Division and Worldwide
System sales were driven by new unit developmethsame store sales growth, partially offset byestdosures.
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Revenues

% Increase/(Decrease)

Quarter Amount % Increase/(Decreas excluding foreign currency translati
9/6/08 9/8/07
Company sale
United State: $ 1,04 $ 1,05¢ 2 N/A
International Divisior 58¢ 603 2 (5)
China Division 854 581 47 34
Worldwide 2,48: 2,24t 11 7
Franchise and license fe
United State: 17z 16t 5 N/A
International Divisior 16C 137 17 12
China Division 20 19 3 (6)
Worldwide 352 321 10 7
Total revenue
United State: 1,21z 1,22¢ Q) N/A
International Divisior 74¢ 74C 1 (@D}
China Division 874 60C 46 33
Worldwide $ 283 $ 256 11 7

The explanations that follow for revenue fluctuaiconsider year over year changes excluding tpadtrof any foreign currency translatir

Excluding the favorable impact of the consolidatigra former China unconsolidated affiliate, WorldesCompany sales increased 3%.
increase was driven by new unit development andcesstore sales growth, partially offset by refrastg and store closures.

Excluding the unfavorable impact of the consolidiatof a former China unconsolidated affiliate, Wavide Franchise and license f
increased 9%. The increase was driven by newdewiélopment, same store sales growth and refranghijzartially offset by store closures.

The decrease in U.S. Company sales was drivenflanahising and store closures, partially offsetshyne store sales growth and new
development.

U.S. Company same store sales increased 4% prjndai@ to an increase in average guest check.

The increase in U.S. Franchise and license feegivigan by same store sales growth, new unit dgweénmt and refranchising, partially off
by store closures.

The decrease in International Division Companyssalas driven by refranchising, same store salebnéscdue to the elimination of a V¢
exemption in Mexico and store closures, partiaffget by new unit development.

The increase in International Division Franchisd dcense fees was driven by new unit developmaedtsame store sales growth, parti
offset by store closures.

Excluding the favorable impact of the consolidatidra former China unconsolidated affiliate, thar@hDivision Company sales increase(
21%. The increase was driven by new unit develapraed same store sales growth.
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Excluding the unfavorable impact of the consolidiatdf a former China unconsolidated affiliate, the China Divisior
Franchise and license fees increased by 14%. ridnedse was driven by new unit development.

% Increase/(Decrease)

Year to date Amount % Increase/(Decreas excluding foreign currency translati
9/6/08 9/8/07
Company sale
United State: $  3,13: $  3,17¢ 1) N/A
International Divisior 1,715 1,735 Q) 4
China Division 2,04¢ 1,35] 52 39
Worldwide 6,89¢ 6,25¢ 10 7
Franchise and license fe
United State: 49t 472 5 N/A
International Divisior 454 38C 20 13
China Division 48 44 8 (1)
Worldwide 997 89¢ 11 8
Total revenue
United State: 3,62¢ 3,64: — N/A
International Divisior 2,171 2,115 3 Q)
China Division 2,09 1,39¢ 50 38
Worldwide $ 789% 8 715 10 7

The explanations that follow for revenue fluctuaa@onsider year over year changes excluding tpadtrof any foreign currency translatir

Excluding the favorable impact of the consolidatidra former China unconsolidated affiliate, Worldev Company sales increased 4%.
increase was driven by new unit development andcesstore sales growth, partially offset by refrastg and store closures.

Excluding the unfavorable impact of the consolidiatof a former China unconsolidated affiliate, Vdavride Franchise and license f
increased by 9%. The increase was driven by nevdavelopment, same store sales growth and rdiising, partially offset by sto
closures.

The decrease in U.S. Company sales was drivenftanohising and store closures, partially offsetsayne store sales growth and new
development.

U.S. Company same store sales increased 4% prjndai@ to an increase in average guest check, badféset by a decline in transactions.

The increase in U.S. Franchise and license feeglviaaan by new unit development, same store sal@sty and refranchising, partially off:
by store closures.

The decrease in International Division Companysselas driven by refranchising, store closures aamiesstore sales declines due to
elimination of a VAT exemption in Mexico, partialbffset by new unit development.

The increase in International Division Franchisal ditense fees was driven by new unit developmentne store sales growth
refranchising, partially offset by store closures.
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Excluding the favorable impact of the consolidatidra former China unconsolidated affiliate, thar@hDivision Company sales increase(
26%. The increase was driven primarily by new deitelopment and same store sales growth.

Excluding the

unfavorable impact of the consolidation of a forr@&ina unconsolidated affiliate, the China Divisieranchise and license fees increase
18%. The increase was driven by new unit developraed same store sales growth.

Company Restaurant Margins

Quarter ended 9/6/C

International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 31.1 31.¢ 37.4 33.4
Payroll and employee benef 30.2 26.1 12.¢ 23.2
Occupancy and other operating exper 27.¢ 30.7 29.1 29.C
Company restaurant marg 10.8% 11.2% 20.£% 14.2%
Quarter ended 9/8/(
International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 29.4 29.€ 36.C 31.2
Payroll and employee benef 30.4 25.7 11.7 24.%
Occupancy and other operating exper 27.2 31.z 29.1 28.¢

The decrease in U.S. restaurant margin as a pageiof sales was driven by the impact of higherroodity costs (primarily meats, chick
and cheese costs), higher occupancy costs andrhajite costs (primarily wage rate and salary inees). The decrease was partially o
by the favorable impact of same store sales grontrestaurant margin including the impact of higinegrage guest check.

The decrease in International Division restauraatgim as a percentage of sales was driven by ih@netion of a VAT exemption |
Mexico. An increase in commodity costs was mitghlby higher average guest check.

The decrease in China Division restaurant margia psrcentage of sales was driven by higher commodsts (primarily chicken product

higher labor costs and the impact of lower margssociated with new units during the initial pesi@d operation. The decrease was par!
offset by the impact of same store sales growtlrestaurant margin.
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Year to date ended 9/6/(

International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 30.t 31.t 37.t 32.¢
Payroll and employee benef 30.€ 26.1 13t 24.£
Occupancy and other operating exper 27.C 30.¢ 29.2 28.€
Year to date ended 9/8/I
International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 29.C 29.¢ 35.¢ 30.¢
Payroll and employee benef 30.: 26.C 12.7 25.5
Occupancy and other operating exper 26.€ 31t 29.¢ 28.1

The decrease in U.S. restaurant margin as a pageeof sales was driven by the impact of highermodity costs (primarily cheese, wh
and chicken costs), higher labor costs (primaribges rate and salary increases) and higher propadycasualty insurance expense a
lapped favorability recognized in 2007. The deseewas partially offset by the favorable impacisafme store sales growth on restat
margin including the impact of higher average gubsick.

The decrease in International Division restauraatgim as a percentage of sales was driven by tménettion of a VAT exemption in Mexic
partially offset by the favorable impact on restmirmargin of refranchising and closing certairtaiesants. An increase in commodity ¢
was mitigated by higher average guest check.

The decrease in China Division restaurant margia jpsrcentage of sales was driven by higher contsnodsts (primarily chicken product
higher labor costs, and the impact of lower margissociated with new units during the initial pddoof operation. The decrease
partially offset by the impact of same store sglesvth on restaurant margin.

Worldwide General and Administrative Expenses

General and administrative (“G&Agxpenses increased $24 million or 8% in the quanteftuding a 2% unfavorable impact of fore
currency translation. The increase was driven ighdr compensation costs, including amounts astsatiaith strategic initiatives in Chi
and other growth markets, as well as higher litayatelated costs.

General and administrative expenses increased $i®@mor 8% year to date, including a 2% unfavdealimpact of foreign curren:
translation. The increase was driven by litigati@hated costs, higher compensation costs, includingpunts associated with strate
initiatives in China and other international growtlarkets, and severance and early retirement melsted to U.S. transformation as discu:
in the Significant 2008 Gains and Charges sectfdghis MD&A.

33




Worldwide Other (Income) Expense

Quarter Year to date
9/6/08 9/8/07 9/6/08 9/8/07
Equity income from investments in unconsolidatefdiaties $ w3 3 (19 $ (33) $ (40)
Minority interest® 4 — 8 —
Gain upon sale of investment in unconsolidatediatii®© — (1) (100) (6)
Foreign exchange net (gain) loss and o ©) 1 (195 @
Other (income) expen:s $ (149 $ (19) $ (140 $ (47)

(&) On January 1, 2008, the Company began consolidatirgntity in China in which we have a majority @mship interest. See Note

(b) Year to date ended September 6, 2008 reflectsalmergcognized on the sale of our interest in cuoomsolidated affiliate in Japan. !
Note 3.

(c) Year to date ended September 8, 2007 reflects nétgmy of income associated with receipt of paymfenta note receivable arising fr
the 2005 sale of our fifty percent interest in &émdity that operated almost all KFCs and Pizza Hut8oland and the Czech Republi
our then partner in the entit

Worldwide Closure and Impairment Expense and Refraghising (Gain) Loss

See the Store Portfolio Strategy section for maitiof our refranchising activity and Note 8 forsummary of the components of fac
actions by reportable operating segment.

Operating Profit

Quarter Year to date

9/6/08 9/8/07 % B/(W) 9/6/08 9/8/07 % B/(W)
United State: $ 15¢ $ 187 (16) $ 48:  $ 542 11)
International Divisior 13¢ 127 9 397 347 14
China Division 161 13E 19 352 27¢€ 27
Unallocated and corporate expen (63) (48) (24) (185) (14¥) (25)
Unallocated Other income (expen 5 — NM 11t 4 NM
Unallocated Refranchising gain (lo: 8 — NM (16) 5 NM™
Operating Profi $ 407 $ 401 2 $  1,14¢ $ 1,02 12
United States operating mar 13.0% 15.2% (2.2) ppts. 13.3% 14.9% (1.€) ppts.
International Division operating marg 18.4% 17.2% 1.2 ppts. 18.3% 16.4% 1.S ppts.

U.S. Operating Profit decreased 16% and 11% fomtreter and year to date, respectively. The deesewere driven by higher restau
operating costs, partially offset by the impactsaimne store sales on restaurant profit (primarilg thu higher average guest check)
Franchise and license fees. The increase in r@staaperating costs was primarily driven by higb@mmodity costs.

International Division Operating Profit increase¥ 9 the quarter, including a 5% favorable impaoinf foreign currency translation. T

increase was driven by the impact of new unit dgwelent and same store sales growth on Franchisécande fees. These increases \
partially offset by the loss of the VAT exemptionMexico.
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International Division Operating Profit increasedPd year to date, including a 6% favorable impaotrfrforeign currency translation. T
increase was driven by the impact of new unit dgwelent and same store sales growth on Franchiskcande fees as well as lower clos
and impairment expenses. These increases werallyaofifset by the loss of the VAT exemption in Mex.

China Division Operating Profit increased 19% ie tjuarter and 27% year to date, both including E¥ favorable impact from forei
currency translation. The increases were drivethbyimpact of same store sales growth and newdeawi¢élopment on restaurant profit. Tk
increases were partially offset by higher restauoperating costs and higher G&A expenses.

Unallocated and corporate expenses increased 2d¥dauarter due to higher project spending, itaests in U.S. Brands and severe
related to the U.S. transformation as discussékdrSignificant 2008 Gains and Charges sectiohisfMID&A and litigation related costs.

Unallocated and corporate expenses increased 26%dear to date due to severance related tbtSetransformation and investment
the U.S. Brands as discussed in the SignificanB2B&ins and Charges section of this MD&A, litigaticelated costs, and higher pro
spending.

Interest Expense, Net

Quarter Year to date
9/6/08 9/8/07 % B/(W) 9/6/08 9/8/07 % B/(W)
Interest expens $ 53 $ 44 (22) $ 171 $ 13C (31)
Interest incom: (6) (6) (12) 19 (18 2
Interest expense, n $ 47 $ 38 (28) $ 152 $ 112 (36)

Interest expense increased $9 million or 22% fergbarter and $41 million or 31% year to date. sEhiecreases were driven by an incr
in borrowings, partially offset by a decrease iteiast rates on the variable portion of our delttcespared to prior year.

Income Taxes

Quarter Year to date
9/6/08 9/8/07 9/6/08 9/8/07
Income taxe: $ 78 $ 93 $ 234 $ 237
Effective tax rate 21.6% 25.5% 23.5% 25.9%

Our effective tax rate for the quarter was favoydbiipacted as a result of a higher percentage nfrmome being earned outside the U.S
addition, we benefited from adjustments to reseam accruals. This favorability was partiallysaff by lapping the prior year reversa
valuation allowances associated with certain foré#ax credits.

Year to date, our effective tax rate benefited frarmigher percentage of our income being earnesideuthe U.S. In addition, our rate \
favorably impacted by the reversal of foreign véilua allowances in the current year associated wéttain deferred tax assets that we
believe are more likely than not to be utilizedfature tax returns. The decrease was partiallgetfby expense associated with the gai
the sale of our interest in our unconsolidatediafé in Japan as well as expense associated withlan to distribute certain foreign earnin
Consolidated Cash Flows

Net cash provided by operating activitiesvas $1,135 million compared to $1,165 million B0Z.

Net cash used in investing activitiesvas $388 million versus $256 million in 2007. Therease was driven by higheapita
spending, partially offset by higher refranchisprgceeds.
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Net cash wused in financing activitiesvas $1,259 million versus $730 million in 2007 eThhcrease was driven by higher sl
repurchases, partially offset by higher net borrmsi

Consolidated Financial Condition

During December 2007, we sold our interest in owramsolidated affiliate in Japan for $128 milliondash. Our international subsidiary
owned this interest operates on a fiscal calendtr & period end that is approximately one montHierathan our consolidated peri
close. Thus, consistent with our historical treatinof events occurring during the lag period, phetax gain on the sale of this investrr
was recorded in the quarter ended March 22, 200®taer income and was not allocated to @mgment for performance report
purposes. However, the cash proceeds from thisdion were transferred from our internationdisadiary to the U.S. in December 2(
and were thus reported on our Consolidated StateafeDash Flows for the year ended December 297 20th the offsetting deferred g:
recorded in Accounts payable and other currenilili@s. During the quarter ended March 22, 2088counts payable and other curi
liabilities decreased by $128 million due to theemsal of this deferred gain upon recognition & sale.

In May 2008, $250 million of Senior Unsecured Noteatured, and the repayment was funded with additiborrowings under our Cre
Facility, which are included in Long-term debt.

On July 11, 2008 we entered into a variable ratéosainsecured term loan (“Domestic Term Loarf)an aggregate principal amoun
$375 million that matures in three years. At oistrktion the variable rate resets at one, twaetor six month intervals. We detern
whether the variable rate at each reset date isdbagon: (1) LIBOR plus an applicable spread oftaj2.5%, or (2) an Alternative Be
Rate. The Alternate Base Rate is the greater efPthme Rate or the Federal Funds Rate plus 0.p09,an applicable spread of ug
1.5%. The proceeds from the Domestic Term Loarewsed for general corporate purposes.

Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatistantial cash flows from the operations of @ampany stores and from our francl
operations, which require a limited YUM investmeimn.each of the last six fiscal years, net caslvided by operating activities has excee
$1 billion. We expect these levels of net cashviged by operating activities to continue in theefkeeable future. Our discretion
spending includes capital spending for new restasraacquisitions of restaurants from franchiseegurchases of shares of our Com
Stock and dividends paid to our shareholders. tésien downturns in our business could adversghadtmour cash flows from operatic
from the levels historically realized. However, gieve our ability to reduce discretionary spegdand our borrowing capacity would all
us to meet our cash requirements in 2008 and beyond

Discretionary Spending
In the year to date ended September 6, 2008, tapiading has totaled $571 million, including $28illion in the U.S., $143 million for t
International Division and $197 million for the @i Division.

During the year to date ended September 6, 2008epechased shares for $1.5 billion. At Septensh@008, we had remaining capacit
repurchase up to approximately $563 million of outstanding Common Stock (excluding applicabledaation fees) through January 2
under a January 2008 authorization.

During the year to date ended September 6, 200§aicecash dividends of $234 million. Additionalbn September 10, 2008, our Boar
Directors approved a cash dividend of $0.p@r share of Common Stock, to be distributed onexdser 7, 2008 to shareholders of reco
the close of business on October 17, 2008.

For 2008, we expect to return over $2 billion targholders through both cash dividends and shategeases. The Company is targetin
annual dividend payout ratio of 35% to 40% of Netdme.
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Borrowing Capacity

Our primary bank credit agreement comprises a $illién senior unsecured Revolving Credit Facilitiie “Credit Facility”)which mature
in November 2012. At September 6, 2008, our unuSetlit Facility totaled $656 million, net of outsthng letters of credit of $1i
million. There were borrowings of $332 million standing under the Credit Facility at Septembe2(8. We also have a $350 milli
five-year revolving credit facility (the “Internatmal Credit Facility” or “ICF”)which matures in November 2012. There were nodvangs
outstanding under the ICF at September 6, 2008Seftember 6, 2008 we were in compliance withiadlrfcial covenants under the Cri
Facility and ICF.

The majority of our remaining lontgrm debt primarily comprises Senior Unsecured Bletéh varying maturity dates from 2011 throl
2037 and interest rates ranging from 6.25% to 8.88¥%e Senior Unsecured Notes represent senioecunsd obligations and rank equall
right of payment with all of our existing and futuunsecured unsubordinated indebtedness. Amoutgtanding under Senior Unsect
Notes were $2.6 billion at September 6, 2008. &yM008, $250 million of Senior Unsecured Notesuret, and the repayment was fun
with additional borrowings under our Credit Fagilit

Recently Adopted Accounting Pronouncements

See Note 6 to the Condensed Consolidated Finar®talements of this report for further details otemtly adopted accounti
pronouncements.

New Accounting Pronouncements Not Yet Recognized

See Note 7 to the Condensed Consolidated FinaStaaéments of this report for further details ofvreeccounting pronouncements not
adopted.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There were no material changes during the quanéed: September 6, 2008 to the disclosures madermA of the Companyg’ 2007 Forr
10-K.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company has evaluated the effectiveness afabiggn and operation of its disclosure controls pnodedures pursuant to Rules 1i3de’
and 15di5(e) under the Securities Exchange Act of 1934fathe end of the period covered by this reporas@&l on the evaluatic
performed under the supervision and with the pgaiton of the Compang’ management, including the Chairman, Chief Exeeudifficel
and President (the “CEQ”) and the Chief Financitiio®r (the “CFO”), the Compang management, including the CEO and CFO, conc
that the Company’s disclosure controls and procesiwere effective as of the end of the period aéry the report.

Changes in Internal Control

There were no significant changes with respechéoG@ompanys internal control over financial reporting or ither factors that materia
affected, or are reasonably likely to materiallfeaf, internal control over financial reporting thg the quarter ended September 6, 2008.

Cautionary Note Regarding Forward-Looking Statemens

This report may contain forward-looking statemenithin the meaning of the U.S. federal securitesd. These forwartboking statemen
are intended to be covered by the safe harbor gimns for forwardeoking statements in the federal securities laMse statements inclu
those identified by such words as “may,” “will,” Xpect,” “project,” “anticipate,” “believe,” “plan”and other similar terminology. The
“forward-looking statementsieflect our current expectations regarding futurents and operating and financial performance aadase
upon data available at the
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time of the statements. Actual results involvé&giand uncertainties, including both those spetifias and those specific to the industry,
could differ materially from expectations. The&ks and uncertainties include, but are not limiethose described in Part Il, ltem 1Risk
Factors” in this report, those described under KFiactors” in Part I, Item 1A of our Form 0for the year ended December 29, 2007,
those described from time to time in our repotedfiwith the Securities and Exchange Commissiore d& not undertake any obligatior
update or revise publicly any forward-looking staémts, whether as a result of new information, reievents or otherwise. You i
cautioned not to place undue reliance on forwaadileg statements.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
YUM! Brands, Inc.:

We have reviewed the accompanying Condensed Cdasadi Balance Sheet of YUM! Brands, Inc. and Suéses (YUM) as of Septemk
6, 2008, the related Condensed Consolidated Statentd Income for the twelve and thirsyx weeks ended September 6, 2008
September 8, 2007, and the Condensed Consolidagddntents of Cash Flows for the thidix weeks ended September 6, 2008
September 8, 2007. These Condensed Consolidataddth Statements are the responsibility of YUMamagement.

We conducted our reviews in accordance with thedstads of the Public Company Accounting Oversigbael (United States). A review
interim financial information consists principaldf applying analytical procedures and making iniggirof persons responsible for finan
and accounting matters. It is substantially lessdape than an audit conducted in accordance Wwihstandards of the Public Comp
Accounting Oversight Board (United States), thesotiye of which is the expression of an opinionareling the financial statements take
a whole. Accordingly, we do not express such aniopi

Based on our reviews, we are not aware of any matarodifications that should be made to the CosddnConsolidated Financ
Statements referred to above for them to be inaramty with U.S. generally accepted accounting gipfes.

We have previously audited, in accordance withdtasmdards of the Public Accounting Oversight Bo@Jdited States), the Consolida
Balance Sheet of YUM as of December 29, 2007, haddlated Consolidated Statements of Income, Elsits and ShareholderEquity
and Comprehensive Income for the year then endédomesented herein; and in our report dated Fepr@dr 2008, we expressed
unqualified opinion on those Consolidated Finan8tdtements. In our opinion, the information sethfan the accompanying Conden
Consolidated Balance Sheet as of December 29, 20@dirly stated, in all material respects, inateln to the Consolidated Balance Sl
from which it has been derived.

/sl KPMG LLP
Louisville, Kentucky
October 14, 2008
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PART Il — Other Information and Signatures

Item 1. Legal Proceedings

Information regarding legal proceedings is incogted by reference from Note 13 to the Compsar@bndensed Consolidated Finar
Statements set forth in Part | of this report.

Item 1A. Risk Factors

We face a variety of risks that are inherent in business and our industry, including operatiolegjal, regulatory and product risks. -
following are some of the more significant facttirat could affect our business and our resultpefations:

Foodborne illness (such as E. coli, hepatitis A., tincisis or salmonella) concerns, food safety issueshealth concerns arising fr
outbreaks of Avian Flu, may have an adverse etiaaiur busines:

A significant and growing number of our restauraans located in China, and our business is inanghsiexposed to risk there. Th
risks include changes in economic conditions, t@es, exchange rates, laws and consumer prefereamscesell as changes in
regulatory environmen

Our other foreign operations, which are significantl increasing, subject us to risks that couldatiegly affect our business suct
fluctuations in foreign currency exchange rates @mhges in economic conditions, tax systems, eoaspreferences, social conditi
and political conditions

Changes in commodity and other operating costsupplg chain and business disruptions could adversffiect our results
operations

Our operating results are closely tied to the ssea@f our franchisees, and any significant ingbitif our franchisees to oper
successfully could adversely affect our operategyplts;

Our results and financial condition could be a#ecby the success of our refranchising program;

We could be party to litigation that could adveysaffect us by increasing our expenses or subjgatgito material money damages
other remedies

Changes in governmental regulations may adverstdgtaur business operations;

We may not attain our target development goals vlaiee dependent upon our ability and the abilityoof franchisees to upgre
existing restaurants and open new restaurantsoamyierate these restaurants on a profitable basi

The retail food industry in which we operate ishiygcompetitive.

These risks are described in more detail underk'Ractors” in Item 1A of our 2007 Form X0- We encourage you to read these risk fa
in their entirety. Other factors may also existtttve cannot anticipate or that we do not condinlée significant based on information th
currently available.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table provides information as of Sapber 6, 2008 with respect to shares of CommonkStegurchased by the Comp:
during the quarter then ended:

Total number of shares

purchased as part of Approximate dollar value of
Total number of share  Average price paid publicly announced plans shares that may yet be purche
Fiscal Period: purchase( per share or programs under the plans or prograr
Period 7
6/15/08- 7/12/08 9,118,60(C $ 35.51 9,118,60(C $ 747,446,78¢
Period 8
7/13/08- 8/9/08 5,324,80(C $ 34.57 5,324,80(C $ 563,376,20¢
Period 9
8/10/08- 9/6/08 — $ — — $ 563,376,20¢
Total 14,443,40( $ 35.17 14,443,40( $ 563,376,20¢

In January 2008, our Board of Directors authoriadditional share repurchases, through January 2609 to an additional $1.25 billi
(excluding applicable transaction fees) of our ttding Common Stock. For the quarter ended Sdper, 2008, approximately 1.
million shares were repurchased under this autatioiz.

ltem 6. Exhibits

(@  Exhibit Index

EXHIBITS

Exhibit 10.34 Credit Agreement, dated July 11, 2008, among YU, the lenders party thereto, JPMot
Chase Bank, N.A., as Administrative Agent, J.P. &§éar Securities Inc. as Lead Arranger
Sole Bookrunner and Bank of America, N.A., as Sgatibon Agent, which is incorporated
reference from Exhibit 10.34 to Yum’s Quarterly Repon Form 109 for the quarter end
June 14, 200¢

Exhibit 15 Letter from KPMG LLP regarding Unaudited Interim nBncial Informatio
(Acknowledgement of Independent Registered Pubticointing Firm)

Exhibit 31.1 Certification of the Chairman, Chief Executive @t and President pursuant to Rule 13a-14
(a) of Securities Exchange Act of 1934, as adoptaguant to Section 302 of the Sarbanes
Oxley Act of 2002

Exhibit 31.2 Certification of the Chief Financial Officer pursuao Rule 13at4(a) of Securities Exchan
Act of 1934, as adopted pursuant to Section 3@ReSarban«-Oxley Act of 2002

Exhibit 32.1 Certification of the Chairman, Chief Executive @& and President pursuant to 18 U.
Section 1350, as adopted pursuant to Section 9@t dbarban«-Oxley Act of 2002

Exhibit 32.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as ado

pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirement of the Securities BExghaAct of 1934, the registrant has duly causesirigport to be signed on its behalf by
undersigned, duly authorized officer of the registr

YUM! BRANDS, INC.
(Registrant

Date:  October 14, 2008 /sl Ted F. Knog

Senior Vice President of Finan
and Corporate Controll¢
(Principal Accounting Officer
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Acknowledgement of Independent Registered Public Aounting Firm

The Board of Director
YUM! Brands, Inc.:

We hereby acknowledge our awareness of the userakport dated October 14, 2008, included withi Quarterly Report on Form 1D-of
YUM! Brands, Inc. for the twelve and thirix weeks ended September 6, 2008, and incorpomtedference in the following Registrat

Statements:

Description

Registration Statement Number

Form S-3 and $-3/A

Debt Securitie:
YUM! Direct Stock Purchase Progre
$2,000,000,000 Debt Securiti

Form S-8s

YUM! Restaurants Puerto Rico, Inc. S-Up Plan

Restaurant Deferred Compensation F

Executive Income Deferral Progre

YUM! Long-Term Incentive Pla

SharePower Stock Option Pl

YUM! Brands 401(k) Plai

YUM! Brands, Inc. Restaurant General Mana
Stock Option Pla

YUM! Brands, Inc. Lon-Term Incentive Pla

335133097
335-46242
33E-42969

33:-85069

33:-36877, 33-32050

33E-36955

33E-36895, 33-85073, 33-32046
33E-36961

335-36893, 33-32048, 33-109300

33:-64547
33E-32052, 33-109299

Pursuant to Rule 436(c) under the Securities AG9¥3 (the “Act”),such report is not considered part of a registnasiatement prepared
certified by an independent registered public antiag firm, or a report prepared or certified byiadependent registered public accour

firm within the meaning of Sections 7 and 11 of Awd.

/sl KPMG, LLP
Louisville, Kentucky
October 14, 2008



Exhibit 31.1
CERTIFICATION

I, David C. Novak, certify that:

1.

2.

(@)

(b)

(©

(d)

(@)

(b)

| have reviewed this report on Form-Q of YUM! Brands, Inc.

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or omgtéte a material fact necess
to make the statements made, in light of the cistanmces under which such statements were madejisieading with respect
the period covered by this repc

Based on my knowledge, the financial statements$ agimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant, as of, adthe periods presented in |
report.

The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contaewld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hayv

designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepa

designed such internal control over financial réipgr or caused such internal control over finahaporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arile preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principl

evaluated the effectiveness of the registsdtsclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amutguiures, as of the end of the period covered ks rdport based on sL
evaluation; ant

disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annupbrg@ that has materially affected, o
reasonably likely to materially affect, the regagst’s internal control over financial reporting; a

The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrdver financis
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent function)

all significant deficiencies and material weaknessethe design or operation of internal controgiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registrand’
internal control over financial reportin

Date: October 14, 2008 /s/ David C. Noval

Chairman, Chief Executive Officer and Presic



Exhibit 31.Z

CERTIFICATION

I, Richard T. Carucci, certify that:

1.

2.

(@)

(b)

(©

(d)

(@)

(b)

| have reviewed this report on Form-Q of YUM! Brands, Inc.

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or omgtéte a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madejisieading with respect
the period covered by this repc

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant, as of, adthe periods presented in |
report.

The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contewld procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢t)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hay

designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepa

designed such internal control over financial réipgr or caused such internal control over finahaporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arile preparation of financi
statements for external purposes in accordancegeitierally accepted accounting principl

evaluated the effectiveness of the registsdtsclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amutguiures, as of the end of the period covered ks rdport based on s
evaluation; ant

disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrast’
most recent fiscal quarter (the registrarfburth fiscal quarter in the case of an annupbrg@ that has materially affected, o
reasonably likely to materially affect, the regagst’s internal control over financial reporting; a

The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrdver financis
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent function)

all significant deficiencies and material weaknessethe design or operation of internal controdiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registrand’
internal control over financial reportin

Date: October 14, 2008 /s/ Richard T. Caruct

Chief Financial Office



Exhibit 32.1

CERTIFICATION OF CHAIRMAN AND CHIEF EXECUTIVE OFFIER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of YUM! Bigs, Inc. (the “Company”) on Form 1D-for the quarter ended Septembe
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Periodic Repott’Ravid C. Novak, Chairman, Ch
Executive Officer and President of the Companytifgerpursuant to 18 U.S.C. Section 1350, as adbpmersuant to Section 906 of
Sarbanes-Oxley Act of 2002, that:

1. the Periodic Report fully complies with the requoments of Section 13(a) or 15(d) of the Securitieshange Act of 1934; ar

2. the information contained in the Periodic Repoitlfapresents, in all material respects, the firiahcondition and results
operations of the Compar

Date: October 14, 2008 /s/ David C. Noval
Chairman, Chief Executive Officer and Presic

A signed original of this written statement reqditey Section 906 has been provided to YUM! Brards, and will be retained by YU
Brands, Inc. and furnished to the Securities antherge Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of YUM! Bigs, Inc. (the “Company”) on Form 1D-for the quarter ended Septembe
2008, as filed with the Securities and Exchange @a@sion on the date hereof (the “Periodic Repott'Richard T. Carucci, Chief Financ
Officer of the Company, certify, pursuant to 18 KL SSection 1350, as adopted pursuant to Secti6ro9the Sarbane@xley Act of 2002
that:

1. the Periodic Report fully complies with the requoments of Section 13(a) or 15(d) of the Securitieshange Act of 1934; ar
2. the information contained in the Periodic Repoitlygpresents, in all material respects, the finahcondition and results

operations of the Compar

Date: October 14, 2008 /s/ Richard T. Caruct
Chief Financial Office

A signed original of this written statement reqditey Section 906 has been provided to YUM! Brards, and will be retained by YU
Brands, Inc. and furnished to the Securities antherge Commission or its staff upon request.



