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Forward-Looking Statements

From time to time, in both written reports and attements, we present “forward-looking statenientthin the meaning of Section 27A of the Securithet of 1933, a
amended, and Section 21E of the Securities ExchAogef 1934, as amended. We intend such forwaodting statements to be covered by the safe hgrtmiisions o
the Private Securities Litigation Reform Act of B9@nd we are including this statement for purpaée®mplying with those safe harbor provisions.

Forward-looking statements can be identified byfte that they do not relate strictly to histofioa current facts. These statements often incldeds such as “may,”
“will,” “estimate,” “intend,” “seek,” “expect,” “poject,” “anticipate,” “believe,” “plan” or other siilar terminology. These forwardoking statements are based on cui
expectations and assumptions and upon data awwa#alhe time of the statements and are neitheligirens nor guarantees of future events or cirdamses. The forward-
looking statements are subject to risks and uniceiga, which may cause actual results to diffeterially. Important factors that could cause acteaults and events
differ materially from our expectations and forwdodking statements include (i) the risks and uraieties described in the Risk Factors includedart B Item 1A of thi
Form 10-K and (ii) the factors described in the ligement Discussion and Analysis of Financial Condition &esults of Operations included in Part I, Iterof this
Form 10-K. You should not place undue reliancéarward4ooking statements, which speak only as of the Hateof. In making these statements, we are b ntiking
to address or update any risk factor set forthihene future filings or communications regardingrdusiness results.




PART |
Item 1. Business

YUM! Brands, Inc. (referred to herein as “YUM”, tliRegistrant” or the “Company”)was incorporated under the laws of the state oftNGarolina in 1997. The princiy
executive offices of YUM are located at 1441 Gaedibane, Louisville, Kentucky 40213, and the télepe number at that location is (502) 874-8300.

YUM, together with its subsidiaries, is referredrahis Form 10-K annual report (“Form 10-K") &&tCompany. The terms “we,” “us” and “owate also used in the Fo
10-K to refer to the Company. Throughout this FAioaK, the terms “restaurants,” “stores” and “uh#se used interchangeably.

This Form 10-K should be read in conjunction whb Forward-Looking Statements on page 2 and thie Ristors set forth in Item 1A.
(a) General Development of Busines

In January 1997, PepsiCo announced its decisiapitooff its restaurant businesses to shareholaeen independent public company (the “Spin-ofEjfective Octobe
6, 1997, PepsiCo disposed of its restaurant busiiseby distributing all of the outstanding shareCommon Stock of YUM to its shareholders. On My, 2002
following receipt of shareholder approval, the Camp changed its name from TRICON Global Restauramts to YUM! Brands, Inc.

(b) Financial Information about Operating Segments

YUM consists of six operating segments: KFC-UFSzza Hut-U.S., Taco Bell-U.S., Long John Silvéf1s]JS")-U.S. and A&W All American Food Restaurarfta&W")-
U.S., YUM Restaurants International (“YRI” or “Inteational Division”) and YUM Restaurants China (i@ Division”). For financial reporting purposes, manager
considers the four U.S. operating segments torhéasiand, therefore, has aggregated them intoglesreportable operating segment (“U.S.The China Division include
mainland China (“China”), Thailand and KFC Taiwangd the International Division includes the remaindf our international operations.

Operating segment information for the years endedenber 26, 2009, December 27, 2008 and Decemhe2(®9 for the Company is included in Management’
Discussion and Analysis of Financial Condition d@esults of Operations (“MD&A")n Part Il, Item 7, pages 24 through 58 and in tlated Consolidated Financ
Statements and footnotes in Part I, Item 8, p&§ethrough 116.

(c) Narrative Description of Business
General

YUM is the world’s largest quick service restaur§f@SR”) company based on number of system units, with nfome 37,000 units in more than 110 countries
territories. Through the five concepts of KFC,RiHut, Taco Bell, LIS and A&W (the “Conceptshe Company develops, operates, franchises anusksea worldwic
system of restaurants which prepare, package dha seenu of competitively priced food items. Unére operated by a Concept or by independenttisees or license
under the terms of franchise or license agreemdnt@nchisees can range in size from individualsiog just one unit to large publicly traded compsni In addition, tt
Company owns non-controlling interests in entiiie<China who operate similar to franchisees of K&t a noreontrolling interest in Little Sheep, a Hot Pot cep
headquartered in Hong Kong.




At year end 2009, we had approximately 20,000 systestaurants in the U.S. which achieved reventde®4 @ billion and Operating Profit of $647 millioturing
2009. The International Division, based in Dallagxas, comprises approximately 13,000 system uestés, primarily KFCs and Pizza Huts, operatingoirer 11(
countries outside the U.S. In 2009 YRI achievedceneies of $2.7 billion and Operating Profit of $48illion. The China Division, based in Shanghaliir, comprise
approximately 4,000 system restaurants, predominKfeCs. In 2009, the China Division achieved newes of $3.7 billion and Operating Profit of $60Rlion.

Restaurant Concepts

Most restaurants in each Concept offer consumersliiity to dine in and/or carry out food. In &éuh, Taco Bell, KFC, LIS and A&W offer a drivteru option in man
stores. Pizza Hut offers a drive-thru option anuch more limited basis. Pizza Hut and, on a mmoke limited basis, KFC offer delivery service.

Each Concept has proprietary menu items and enggatiie preparation of food with high quality indjemts, as well as unique recipes and special seagto provid
appealing, tasty and attractive food at competititiees.

The franchise program of the Company is designedsture consistency and quality, and the Comparsglective in granting franchises. Under standeadchist
agreements, franchisees supply capitalitially by paying a franchise fee to YUM, purcliag or leasing the land, building and equipment pacthasing signs, seatil
inventories and supplies and, over the longer téynreinvesting in the business. Franchisees toatribute to the Compary’revenues through the payment of roys
based on a percentage of sales.

The Company believes that it is important to mamttrong and open relationships with its franchssand their representatives. To this end, the faom invests
significant amount of time working with the franshe community and their representative organizatmm all aspects of the business, including pragusguipmen
operational improvements and standards and manageeshniques.

The Company and its franchisees also operate maiitibunits, primarily in the U.S., where two or maf the Concepts are operated in a single unit.

Following is a brief description of each concept:

KFC

« KFC was founded in Corbin, Kentucky by Colonel ldad D. Sanders, an early developer of the quickiceefood business and a pioneer of the restadranchist
concept. The Colonel perfected his secret blentildfierbs and spices for Kentucky Fried Chickeh989 and signed up his first franchisee in 195FECHKs based i

Louisville, Kentucky.

« As of year end 2009, KFC was the leader in the th&ken QSR segment among companies featuringetion-thebone as their primary product offering, with &
percent market share (Source: The NPD Group, NRD Foodworld; CREST) in that segment, which is entbran three times that of its closest national metitor.

. KFC operates in 108 countries and territories thhmut the world. As of year end 2009, KFC had 8,d6its in the U.S., and 11,102 units outside th®. Uncluding
2,872 units in mainland China. Approximately 17qeat of the U.S. units and 31 percent of the-U.S. units are operated by the Compe




« Traditional KFC restaurants in the U.S. offer friead non-fried chicken-on-theene products, primarily marketed under the nanmigir@l Recipe, Extra Tasty Cris
and Kentucky Grilled Chicken. Other principal emtitems include chicken sandwiches (includingShacker and the Twister), KFC Famous Bowls, Colen@tispy
Strips, Wings, Popcorn Chicken and seasonally, &nhu@@hicken Pot Pies. KFC restaurants in the UlSo affer a variety of side items, such as bis¢uitashe
potatoes and gravy, coleslaw, corn, and potato egdas well as desserts. While many of these ptsdue offered outside of the U.S., internationehus are mo
focused on chicken sandwiches and Colan€Fispy Strips, and include side items that afeduo local preferences and tastes. Restaussardhroughout the wor
is characterized by the image of the Colo

Pizza Hul

«  The first Pizza Hut restaurant was opened in 1858/ichita, Kansas, and within a year, the firshfrhise unit was opened. Today, Pizza Hut is trgekt restaura
chain in the world specializing in the sale of rg-to-eat pizza products. Pizza Hut is based in Dallesas.

« As of year end 2009, Pizza Hut was the leader@rlils. pizza QSR segment, with a 14 percent matae (Source: The NPD Group, Inc.; NPD Foodw®@REST
in that segmen

. Pizza Hut operates in 92 countries and territotfiesughout the world. As of year end 2009, Pizza kad 7,566 units in the U.S., and 5,715 units idatsf the
U.S. Approximately 8 percent of the U.S. units @&dpbercent of the n-U.S. units are operated by the Compe

. Pizza Hut features a variety of pizzas, which magiude Pan Pizza, Thim‘Crispy, Hand Tossed, Sicilian, Stuffed Crust, §tedl Crust, Sicilian Lasagna Piz
Cheesy Bites Pizza, The Big New Yorker, The Insidédre Chicago Dish, the Natural, Pizza Mia and Afdr. Each of these pizzas is offered with a varief
different toppings. Pizza Hut now also offers aiety of Tuscani Pastas. WingStreet chicken wiags served in over 3,000 Pizza Hut locations, prigné&n the
U.S. Menu items outside of the U.S. are genesithilar to those offered in the U.S., though pizzapings are often suited to local preferencestasies

Taco Bell

o  The first Taco Bell restaurant was opened in 196%ken Bell in Downey, California, and in 1964, thest Taco Bell franchise was sold. Taco Belbased in Irvine
California.

« As of year end 2009, Taco Bell was the leader e WhS. Mexican QSR segment, with a 52 percent mathare (Source: The NPD Group, Inc.; NPD Foodw
CREST) in that segmer

« Taco Bell operates in 20 countries and territotiesughout the world. As of year end 2009, thereenile604 Taco Bell units in the U.S., and 251 uaittside of th
U.S. Approximately 23 percent of the U.S. unitd drpercent of the n-U.S. units are operated by the Compe

« Taco Bell specializes in Mexicastyle food products, including various types ofosdourritos, gorditas, chalupas, quesadillas,itagjusalads, nachos and other rel
items. Additionally, proprietary entrée items imdé Grilled Stuft Burritos and Border Bowls. Ta®ell units feature a distinctive bell logo on thsignage




«  The first LIS restaurant opened in 1969 and tisé [filS franchise unit opened later the same yed®. is based in Louisville, Kentucky.

« Asof year end 2009, LJS was the leader in the §£8food QSR segment, with a 36 percent markee §Baurce: The NPD Group, Inc.; NPD Foodworld; CRE®
that segmen

. LJS operates in 6 countries and territories throughhe world. As of year end 2009, there were B89 units in the U.S., and 35 units outside th®. LAl single-
brand units inside and outside of the U.S. are aipdrby franchisees or licensees. As of year @9 2there were 110 company operated nbrkiRd units th:
included the LJS concef

. LJS features a variety of seafood and chicken itémetuding meals featuring batter-dipped fish,olein and shrimp, nofried salmon, shrimp and tilapia, hushpup
and portable snack items. LJS units typicallydeaa distinctive seaside/nautical thel

A&W

« A&W was founded in Lodi, California by Roy Allen 919 and the first A&W franchise unit opened 239 A&W is based in Louisville, Kentucky.

« A&W operates in 9 countries and territories throogththe world. As of year end 2009, there were 884V units in the U.S., and 293 units outside th&UAs o
year end 2009, all units were operated by franelsi:

« A&W serves A&W draft Root Beer and a signature A&R®ot Beer float, as well as hot dogs and hamburgers

Restaurant Operations

Through its Concepts, YUM develops, operates, figgas and licenses a worldwide system of bothticamil and nortraditional QSR restaurants. Traditional unitsdies
dine-in, carryout and, in some instances, drive-thr delivery services. Notnaditional units, which are typically licensed let$, include express units and kiosks w
have a more limited menu and operate in traditional locations like malls, airports, gaseliservice stations, convenience stores, stadiumss@ment parks and collec
where a full-scale traditional outlet would notgractical or efficient.

Restaurant management structure varies by Conoepait size. Generally, each Concept-owned reatdus led by a restaurant general manager (“RGMgether witl

one or more assistant managers, depending on #ratopy complexity and sales volume of the restaturén the U.S., the average restaurant has 38 temployees, whi

internationally this figure can be significantlygher depending on the location and sales voluntbeofestaurant. Most of the employees work onr&tpae basis. Eac

Concept issues detailed manuals, which may thezub®mized to meet local regulations and customering all aspects of restaurant operations, @ioly food handlin

and product preparation procedures, safety andtgussues, equipment maintenance, facility stadslaand accounting control procedures. The resthunanageme

teams are responsible for the day-to-day operatiaach unit and for ensuring compliance with opiegastandards. CHAMPS which stands for Cleanliness, Hospita

Accuracy, Maintenance, Product Quality and Speefesfiice —is our proprietary core systemwide program formireg, measuring and rewarding employee perform

against key customer measures. CHAMPS is intetal@tign the operating processes of our entireesysiround one set of standards. RGkf$orts, including CHAMP.

performance measures, are monitored by Area Coadkres Coaches typically work with approximately ® twelve restaurants. Various senior operatisg Concept-
owned restaurants from time to time to help ensdieerence to system standards and mentor restaesamtmembers.




Supply and Distribution

The Companys Concepts and franchisees are substantial purshasa number of food and paper products, equiprard other restaurant supplies. The principal
purchased include chicken, cheese, beef and podupts, seafood, paper and packaging materials.

The Company is committed to conducting its busimess ethical, legal and socially responsible neanrAll restaurants, regardless of their ownershiipcture or locatio
must adhere to strict food quality and safety stéadsl The guidelines are translated to local markquirements and regulations where appropriat withou
compromising the standards. The Company has nmreenced any significant continuous shortagesuppbes, and alternative sources for most of th@aeelucts ar
generally available. Prices paid for these supdliectuate. When prices increase, the Conceptsattampt to pass on such increases to their cuesgralthough there
no assurance that this can be done practically.

U.S. Division. The Company, along with the representatives efGbmpanys KFC, Pizza Hut, Taco Bell, LIS and A&W franchiggeups, are members in the Unit
FoodService Purchasing Co-op, LLC (the “Unified @) which was created for the purpose of purchasintairerestaurant products and equipment in the Ul& cor
mission of the Unified Co-op is to provide the lst/g@ossible sustainable statelivered prices for restaurant products and eqaigmThis arrangement combines
purchasing power of the Concept and franchiseauestts in the U.S. which the Company believesrbgyes the system’scale to drive cost savings and effectivene
the purchasing function. The Company also belighes the Unified Cap has resulted, and should continue to resultlaser alignment of interests and a stro
relationship with its franchisee community.

Most food products, paper and packaging supplied, equipment used in restaurant operations arehdigtd to individual restaurant units by third tyadistributior
companies. McLane Company, Inc. (“McLane”) is thelusive distributor for the majority of items dsi Concep®dwned restaurants in the U.S. and for a subst.
number of franchisee and licensee stores. McLa&garbe the distributor when it assumed all distidsutesponsibilities under an existing agreememwbeen Ameriserv
Food Distribution, Inc. and the Company. This agnent extends through October 31, 2010 and geperstricts Concepbwned restaurants from using alterne
distributors in the U.S. for most products.

International and China DivisionsOutside of the U.S. we and our franchisees userdealized sourcing and distribution systems imvg many different global, region
and local suppliers and distributors. In China,wark with approximately 500 suppliers. In our YRbrkets we have approximately 1,400 supplierdudiog U.S.base:
suppliers that export to many countries. In cartaiuntries, we own all or a portion of the disttibn system, including China where we own thererdistribution system.




Trademarks and Patents

The Company and its Concepts own numerous registeaglemarks and service marks. The Company lesdilvat many of these marks, including its KentuEkigc
Chicken®, KFC®, Pizza Hut®, Taco Bell® and Long ddbilver's® marks, have significant value and am@ernially important to its business. The Compamplicy is tc
pursue registration of its important marks whendeasible and to oppose vigorously any infringenahits marks. The Company also licenses certa8iWAtrademark
and service marks (the “A&W Marks”which are owned by A&W Concentrate Company (formeX&W Brands, Inc.). A&W Concentrate Company, whits no
affiliated with the Company, has granted the Corypam exclusive, worldwide (excluding Canada), parak royaltyfree license (with the right to sublicense) to tis
A&W Marks for restaurant services.

The use of these marks by franchisees and licerseebeen authorized in KFC, Pizza Hut, Taco BdI§ and A&W franchise and license agreements. Uodeent lav
and with proper use, the Compasyights in its marks can generally last indefigiteThe Company also has certain patents on resmtaequipment which, while valuat
are not material to its business.

Working Capital

Information about the Comparsyworking capital is included in MD&A in Part lltedm 7, pages 24 through 58 and the ConsolidataerS¢ats of Cash Flows in Part
Item 8, page 62.

Customers

The Company’s business is not dependent upon &singtomer or small group of customers.

Seasonal Operations

The Company does not consider its operations &ehsonal to any material degree.

Backlog Orders

Company restaurants have no backlog orders.

Government Contracts

No material portion of the Compé’s business is subject to renegotiation of prafitéermination of contracts or subcontracts ateleetion of the U.S. government.
Competition

The retail food industry, in which the Company caigs, is made up of supermarkets, supercenterghaase stores, convenience stores, coffee shopsk $rars
delicatessens and restaurants (including the Q§Resat), and is intensely competitive with respectobd quality, price, service, convenience, lamatand concept. T
industry is often affected by changes in consumstes; national, regional or local economic condgj currency fluctuations; demographic trenddfierpatterns; the typ
number and location of competing food retailers amublucts; and disposable purchasing power. E&t¢heoConcepts compete with international, naticavadl regions
restaurant chains as well as locasliwned restaurants, not only for customers, but &#somanagement and hourly personnel, suitable estdte sites and qualifi
franchisees. In 2009, the restaurant busineskantS. consisted of about 945,000 restaurantesepting approximately $566 billion in annual sal@he Company

Concepts accounted for about 2% of those restauiamd about 3% of those sales. There is curremtlyvay to reasonably estimate the size of the ctitiygemarke
outside the U.S.




Research and Development (“R&D”)

The Companyg subsidiaries operate R&D facilities in Louisvijlkéentucky (KFC); Dallas, Texas (Pizza Hut and Y,Rihd Irvine, California (Taco Bell) and in sew
locations outside the U.S., including Shanghai,n@HhiChina). The Company expensed $31 million, ®8#on and $39 million in 2009, 2008 and 2007, pestively, fo
R&D activities. From time to time, independent gligrs also conduct research and development tietvior the benefit of the YUM system.

Environmental Matters

The Company is not aware of any federal, statecallenvironmental laws or regulations that willterally affect its earnings or competitive positi@r result in materi
capital expenditures. However, the Company capredict the effect on its operations of possibkeife environmental legislation or regulations. Dgr2009, there we
no material capital expenditures for environmentaitrol facilities and no such material expendisusee anticipated.

Government Regulation

U.S. Division. The Company and its U.S. Division are subject taous federal, state and local laws affecting iisibess. Each of the Conceptestaurants in the U
must comply with licensing and regulation by a nembf governmental authorities, which include headanitation, safety and fire agencies in theestat/or municipalit
in which the restaurant is located. In additicache Concept must comply with various state andriddaws that regulate the franchisor/franchiséati@nship. To date, 1
Concept has been significantly affected by anyidliffy, delay or failure to obtain required licessa approvals.

The Company and each Concept are also subjectd&rydeand state laws governing such matters asoymgint and pay practices, overtime, tip credits awaking
conditions. The bulk of the Concepts’ employeespid on an hourly basis at rates related togtlerill and state minimum wages.

The Company and each Concept are also subjectderdieand state child labor laws which, among othergs, prohibit the use of certain “hazardousigpent” by
employees younger than 18 years of age. Neitlee€thmpany nor any Concept has been materially adlyeaffected by such laws to date.

The Company and each Concept, as applicable, ecmntmmmonitor their facilities for compliance withe Americans with Disabilities Act (“ADA”)n order to conform 1
its requirements. Under the ADA, the Company @ thlevant Concept could be required to expendsuodnodify its restaurants to better provide serto, or mak
reasonable accommodation for the employment oébdiésl persons.

International and China Divisions The Compans restaurants outside the U.S. are subject tormadtand local laws and regulations which are sintdathose affectin
U.S. restaurants, including laws and regulationsceming labor, health, sanitation and safety. fEstaurants outside the U.S. are also subjeetrifdstand regulations ¢
imported commodities and equipment and laws remgédbreign investment. International compliancghwenvironmental requirements has not had a netadvers
effect on the Company’s results of operations, teypixpenditures or competitive position.




Employees

As of year end 2009, the Company and its Conceptidayed approximately 350,000 persons, approxirpaélpercent of whom were pditae. Approximately 21 perce
of these employees are employed in the U.S. Thapaay believes that it provides working conditi@mel compensation that compare favorably with tladses principa
competitors. The majority of employees are paidwornourly basis. Some n&hS. employees are subject to labor council retatiips that vary due to the diverse cult
in which the Company operates. The Company corsitieemployee relations to be good.

(d) Financial Information about Geographic Areas

Financial information about our significant geodrapareas (U.S., International Division and Chinai§lon) is incorporated herein by reference froelegted Financi:
Data in Part I, Item 6, page 22; Management'’s Déson and Analysis of Financial Condition and Rssof Operations (“MD&A”)in Part II, Item 7, pages 24 through
and in the related Consolidated Financial Statesnand footnotes in Part Il, Item 8, pages 59 thinolLi6.

(e) Available Information

The Company makes available through the Investtati®as section of its internet website at www.yaom its annual report on Form 10-K, quarterly répon Form 10-
Q, current reports on Formi8-and amendments to those reports filed or furndghersuant to Section 13(a) or 15(d) of the Excleafigt, as soon as reasonably practic
after electronically filing such material with tf&ecurities and Exchange Commission. Our Corpdeateernance Principles and our Code of Conduct @ lacate:
within this section of the website. The referetméhe Company website address does not constitute incorporagaeference of the information contained on thedbsite
and should not be considered part of this docum&hese documents, as well as our SEC filings,aseglable in print to any shareholder who request®py from ot
Investor Relations Department.

Iltem 1A. Risk Factors.

You should carefully review the risks describedolebs they identify important factors that couldise our actual results to differ materially fronogk in our forward-
looking statements and historical trends. Theslesrare not exclusive, and our business and ouitsesf operations could also be affected by ofigks that we cann
anticipate or that we do not consider material Basecurrently available information.

Food safety and foc-borne illness concerns may have an adverse affeour business.

Food safety is a top priority, and we dedicate &uri&l resources to ensure that our customers/ esgfe, quality food products. However, fobore illnesses, such as
coli, hepatitis A, trichinosis or salmonella, arabd safety issues have occurred in the past, anld cecur in the future. Any report or publiciyking us or one of ol
Concepts to instances of food-borne illness or rofbed safety issues, including food tampering ontamination, could adversely affect our Conceptsinds an
reputations as well as our revenues and proffteul customers become ill from fodmbrne illnesses, we could also be forced to tenrjjprelose some restaurants.
addition, instances of fooberne illness, food tampering or food contaminati@eurring solely at restaurants of competitorsld¢@aversely affect our sales as a rest
negative publicity about the foodservice industeperally. Foodsorne illness, food tampering and food contamimatiould also be caused by food suppliers or distmoits
and, as a result, could be out of our control. dbeurrence of foodborne illnesses or food safety issues could alseradly affect the price and availability of affec
ingredients, which could result in disruptions ur supply chain and/or lower margins for us andfeamchisees.

Furthermore, like other companies in the restaurahistry, some of our products may contain gea#yiengineered food products, and our U.S. supplge currently ni

required to label their products as such. Incréasgulation of and opposition to genetically ergired food products have on occasion and may ifutbee force the u
of alternative sources at increased costs and loveegins for us and our franchisees.
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Our China operations subject us to risks that cautgatively affect our business.

A significant and growing portion of our restauramtre located in China. As a result, our financglults are increasingly dependent on our resulShina, and ot
business is increasingly exposed to risks thetees& risks include changes in economic conditiamduding wage and commodity inflation, consumeersging an
unemployment levels), tax rates and laws and coasymeferences, as well as changes in the regylatorironment and increased competition. In additour results «
operations in China and the value of our Chinesetasare affected by fluctuations in currency ergearates, which may favorably or adversely affiegiorte
earnings. There can be no assurance as to tire fffect of any such changes on our results ofatjpes, financial condition or cash flows.

In addition, any significant or prolonged deterttwa in U.S.China relations could adversely affect our Chinaibess. Many of the risks and uncertainties ohg
business in China are solely within the controfhaf Chinese government. Chiagjovernment regulates the scope of our foreigastments and business conducted w
China. Although management believes it has stradteur China operations to comply with local latiere are uncertainties regarding the interpiataaind application «
laws and regulations and the enforceability ofliatgual property and contract rights in China.wk were unable to enforce our intellectual propert contract rights i
China, our business would be adversely impacted.

Our other foreign operations subject us to riskatttould negatively affect our business.

A significant portion of our restaurants are opedatn foreign countries and territories outsidetlod U.S. and China, and we intend to continue esipanof ou
international operations. As a result, our busirissncreasingly exposed to risks inherent inifpr@perations. These risks, which can vary suttistidy by market, includ
political instability, corruption, social and etkbniinrest, changes in economic conditions (includiage and commodity inflation, consumer spending @memploymet
levels), the regulatory environment, tax rates lamgs and consumer preferences as well as changles laws and policies that govern foreign investhie countries whei
our restaurants are operated.

In addition, our results of operations and the gabfi our foreign assets are affected by fluctuationforeign currency exchange rates, which mayralbly or adverse
affect reported earnings. More specifically, acréase in the value of the United States Dollatined to other currencies, such as the Chinese Rdmmustralian Dolla
the British Pound, the Canadian Dollar and the Eoonld have an adverse effect on our reportediregsn There can be no assurance as to the futieet ef any suc
changes on our results of operations, financiatlitam or cash flows.

Changes in commodity and other operating costsccadiersely affect our results of operations.
Any increase in certain commodity prices, suchcaslf energy and supply costs, could adversely taffecoperating results. Because we provide maelgrariced fooc
our ability to pass along commodity price increasesur customers may be limited. Significant eases in gasoline prices could also result in aedse of custom

traffic at our restaurants or the imposition oflfaarcharges by our distributors, each of whichldadversely affect our business. Our operatingeases also inclu
employee benefits and insurance costs (includinkers’ compensation, general liability, propertyddrealth) which may increase over time.
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Shortages or interruptions in the availability addlivery of food and other supplies may increasgsor reduce revenues.

We are dependent upon third parties to make frecplediveries of food products and supplies that tnoee specifications at competitive prices. Shgeor interruptions
the supply of food items and other supplies to mstaurants could adversely affect the availabilgyality and cost of items we buy and the operatiof ou
restaurants. Such shortages or disruptions caelldalised by inclement weather, natural disasteis as floods, drought and hurricanes, increasedaddnproblems i
production or distribution, the inability of our mgors to obtain credit, food safety warnings orisolites or the prospect of such pronouncementsthar conditions beyor
our control. A shortage or interruption in the iaaility of certain food products or supplies cduhcrease costs and limit the availability of prot$ critical to restaura
operations. In addition, if a principal distribatior our Concepts and/or our franchisees failmtet its service requirements for any reason,ltctctead to a disruption
service or supply until a new distributor is enghgehich could have an adverse effect on our bgsine

Risks associated with the suppliers from whom oadyxcts are sourced and the safety of those prademild adversely affect our financial performar

The products we sell are sourced from a wide wanétiomestic and international suppliers. Pdditiend economic instability in the countries in eihforeign suppliers a
located, the financial instability of supplierspgliers’ failure to meet our supplier standards, produclityussues, inflation, and other factors relatitogthe suppliers at
the countries in which they are located are beymndcontrol. These and other factors affectingsuppliers and our access to products could adyeaffect our financie
performance.

Concerns regarding the safety of food ingredientsroducts that we source from our suppliers caaldse customers to avoid purchasing certain predumin us even
the basis for the concern is outside of our contfaty lost confidence on the part of our customeosild be difficult and costly to reestablish.

Our operating results are closely tied to the swscef our Concepts’ franchisees.

We receive significant revenues in the form of toga from our franchisees. Because a signifieamtt growing portion of our restaurants are runrapdhisees, the succ
of our business is increasingly dependent uponogmerational and financial success of our franclsis&¥hile our franchise agreements set forth aertgieratione
standards and guidelines, we have limited contvel tiow our franchiseesiusinesses are run, and any significant inabilitpur franchisees to operate successfully c
adversely affect our operating results through elesed royalty payments. For example, franchisegsmat have access to the financial or managenesources that th
need to open or continue operating the restaucamtemplated by their franchise agreements withinsddition, franchisees may not be able to findable sites on whit
to develop new restaurants or negotiate accepiabte or purchase terms for the sites, obtain #uessary permits and government approvals or noedtreictiol
schedules.

If our franchisees incur too much debt or if ecomor sales trends deteriorate such that they aable to repay existing debt, it could result imaficial distress or ev

possible insolvency or bankruptcy. If a signifitaamber of our franchisees become financiallyrdiged, this could harm our operating results tinaeduced or delay
royalty payments or increased rent obligationdéased properties on which we are contingentlyldiab
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Our results and financial condition could be affstby the success of our refranchising program.

We are in the process of a refranchising prograhichvcould reduce the percentage of company owipenshthe U.S., excluding licensees, from approxghal6% at th
end of 2009 to potentially less than 10% by the ehd011. Our ability to execute this plan willpind on, among other things, whether we receiveoféers for thes
restaurants, whether we can find viable and sutablyers and how quickly we can agree to terms patiential buyers. In addition, some lenders haeesased lendir
requirements or otherwise reduced the amount ofsldhey are making generally or to the restaunadastry in particular. To the extent potential étsyare unable
obtain financing at attractive prices — or unableltain financing at any price — our refranchigmggram could be delayed.

Once executed, the success of the refranchisingramo will depend on, among other things, seleatibbuyers who can effectively operate these reat#ar our ability t
limit our exposure to contingent liabilities in awection with the sale of our restaurants, and wdrethe resulting ownership mix of Company-operaed franchisee-
operated restaurants allows us to meet our finhpbiactives. In addition, refranchising activitpuld vary significantly from quarter-to-quarterdayear-toyear and th:
volatility could impact our reported earnings.

We could be party to litigation that could adveysaffect us by increasing our expenses or subjgatmto significant money damages and other rersedie

We are involved in a number of legal proceedinglsictv include consumer, employment, tort and othi&ration. We are currently a defendant in casarstaining clas
action allegations in which the plaintiffs have bgbt claims under federal and state wage and hudiother laws. Plaintiffs in these types of lauswiften seek recove
of very large or indeterminate amounts, and thenitade of the potential loss relating to such laitgsmay not be accurately estimated. Regardlesghether any clain
against us are valid, or whether we are ultimaltelll liable, such litigation may be expensive téedd and may divert time and money away from owrafions and hu
our performance. A judgment for significant momgtalamages in excess of any insurance coveraged cadversely affect our financial condition or résubf
operations. Any adverse publicity resulting frdmege allegations may also adversely affect ourtagipn, which in turn could adversely affect ousutkts.

In addition, the restaurant industry has been stiltjeclaims that relate to the nutritional contehfood products, as well as claims that the meand practices of restaur.
chains have led to the obesity of some customéfs.may also be subject to this type of claim inftitare and, even if we are not, publicity abows matters (particula
directed at the quick service and fast-casual satgrad the industry) may harm our reputation angeaskly affect our results.

Health concerns arising from outbreaks of virusestber diseases may have an adverse effect obuginess

Asian and European countries have experienced eakbrof Avian Flu, and some commentators have hgsated that further outbreaks could occur andhrgandemi
levels. While fullyeooked chicken has been determined to be safeofsuenption, and while we have taken and continueke measures to prepare for and minimiz:
effect of these outbreaks on our business, fututbreaks could adversely affect the price and abdity of poultry and cause customers to eat kgEsken. In additior
outbreaks on a widespread basis could also affecalaility to attract and retain employees.

To the extent a virus such as HIN1 or “swine feitransmitted through human contact, employeeguests could become infected, or could choosee @dvised, to avo
gathering in public places, any of which could adedy affect restaurant guest traffic or the apitit adequately staff restaurants. We could atsadversely affected
jurisdictions in which we have restaurants imposandatory closures, seek voluntary closures or impestrictions on operations. Even if such measare nc
implemented and a virus or other disease doespnead significantly, the perceived risk of infectior significant health risk may affect our busimes
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We may not attain our target development goals.

Our growth strategy depends in large part on oilityko increase our net restaurant count in mé&glaitside the United States. The successful dpwegnt of new uni
will depend in large part on our ability and théligbof our franchisees to open new restauranpggrade existing restaurants, and to operate tlessaurants on a profital
basis. We cannot guarantee that we, or our fraeeli will be able to achieve our expansion goalth@t new, upgraded or converted restaurants lvalloperate
profitably. Further, there is no assurance thgtrastaurant we open or convert will produce opegatesults similar to those of our existing restants. Other risks whit
could impact our ability to increase our net resaaticount include prevailing economic conditions @ur, or our franchiseesibility to obtain suitable restaurant locatic
obtain required permits and approvals and hireteaid qualified personnel.

Our franchisees also frequently depend upon fimanéiom banks and other financial institutions iler to construct and open new restaurants. Dismgp in credi
markets may make financing more difficult or expeasto obtain. If it becomes more difficult or exgsive for our franchisees to obtain financing &velop ne\
restaurants, our planned growth could slow andfature revenue and cash flows could be adversepaated.

Our business may be adversely impacted by geneoalognic conditions.

Our results of operations are dependent upon disoeey spending by consumers, which may be aftebiegeneral economic conditions globally or in @nemore of th
markets we serve. Worldwide economic conditiond eansumer spending have deteriorated and therdearo assurance that consumer spending will returprios
levels. Some of the factors that are having anathpn discretionary consumer spending includeemeed unemployment, reductions in disposable incasne result «
equity market declines and declines in residemtal estate values, credit availability and consuomfidence. These and other macroeconomic faatould have &
adverse effect on our sales mix, profitability evdlopment plans, which could harm our financialditon and operating results.

The impact of potentially limited credit availalylion third party vendors such as our suppliersioabe predicted. The inability of our suppliersaccess financing, or t
insolvency of suppliers, could lead to disruptiamsur supply chain which could adversely impaat sales and financial condition.

Changes in governmental regulations may adversiéécwour business operations.

We and our franchisees are subject to various &dstate and local regulations. Each of our reatats is subject to state and local licensing @wilation by healt|
sanitation, food, workplace safety, fire and othgencies. Requirements of local authorities wébpect to zoning, land use, licensing, permittind anvironment:
standards could delay or prevent development of restaurants in particular locations. In additiore face risks arising from compliance with andoecément c
increasingly complex federal and state immigrataws and regulations.

We are subject to the Americans with Disabilitiest And similar state laws that give civil right®factions to individuals with disabilities in thertext of employmer
public accommodations and other areas. The experss®ciated with any facilities modifications riegd by these laws could be material. Our openatiare also subje
to the U.S. Fair Labor Standards Act, which govesunsh matters as minimum wages, overtime and otbeking conditions, family leave mandates and aepgrof similal
state laws that govern these and other employnaemtatters. The compliance costs associated Wwéhet laws and evolving regulations could be subataand an
failure or alleged failure to comply with these kwould lead to litigation, which could adversetfeat our financial condition.
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We also face risks from new or changing laws armilggions relating to nutritional content, nutrited labeling, product safety and menu labeling tatipn. Complianc
with these laws and regulations can be costly e increase our exposure to litigation or goverrtaleimvestigations or proceedings. New or chandegs an
regulations relating to union organizing rights audivities may impact our operations at the restallevel and increase our cost of labor. In toldj we are subject
laws relating to information security, privacy, biess payments and consumer credit, protectiorfrand, and any failure or perceived failure to compith those law
could harm our reputation or lead to litigation,igthcould adversely affect our financial condition.

The retail food industry in which we operate ishiigcompetitive.

The retail food industry in which we operate istyjgcompetitive with respect to price and qualifyf@od products, new product development, priceestising levels ar
promotional initiatives, customer service, reputatirestaurant location, and attractiveness andter@nce of properties. If consumer or dietarygemces change, or ¢
restaurants are unable to compete successfully atfitér retail food outlets in new and existing nedsk our business could be adversely affected.alste face growin
competition as a result of convergence in grocdgfi and restaurant services, including the offgroy the grocery industry of convenient meals, udaig pizzas ar
entrees with side dishes. In addition, in theiréted industry, labor is a primary operating ceasmponent. Competition for qualified employeesldalso require us
pay higher wages to attract a sufficient numbesroployees, which could adversely impact our margins

Item 1B. Unresolved Staff Comments.

The Company has received no written comments raugits periodic or current reports from the stafthe Securities and Exchange Commission that vesteed 180 da;
or more preceding the end of its 2009 fiscal yeat that remain unresolved.
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Item 2. Properties.

As of year end 2009, the Company owned more th4801lunits and leased land, building or both in lye&200 units worldwide. These units are furtidetailed a
follows:

« The Company and its Concepts owned more than L0®€ and leased land, building or both in morenth& 00 units in the U.S.
«  The International Division owned more than 400 siaitd leased land, building or both in more tha®Q units.
«  The China Division leased land, building or bothmore than 3,300 units.

Concept restaurants in the U.S. which are not owaredgenerally leased for initial terms of 15 ory&ars and generally have renewal options; howeReza Hu
delivery/carryout units in the U.S. generally aeaded for significantly shorter initial terms wghort renewal options. Company restaurants ifriternational Divisiol
which are not owned have initial lease terms anéwal options that vary by country. Company restats in the China Division are generally leasedriiial terms of 11
to 15 years and generally do not have renewal pgti¢istorically, the Company has either been &blenew its China Division leases or enter imimpetitive leases
replacement sites without significant impact on operations, cash flows or capital resources. Tampany currently does not have a significant nunabaunits that i
leases or subleases to franchisees.

Pizza Hut and YRI lease their corporate headquaded a research facility in Dallas, Texas. Tact Bases its corporate headquarters and reseamilityf in Irvine,
California. The KFC, LJS, A&W and YUM corporate ldgmarters and a research facility in Louisville,nkeky are owned by YRI. In addition, YUM leasefiae
facilities for certain support groups in Louisvill€éentucky. The China Division leases their cogterheadquarters and research facilities in ShanGh#na. Additione
information about the Company'’s properties is ideld in the Consolidated Financial Statements aathétes in Part Il, ltem 8, pages 59 through 116.

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

Item 3. Legal Proceedings.

The Company is subject to various claims and cgeficies related to lawsuits, real estate, enviroah@nd other matters arising in the normal cowifskusiness. Tt
Company believes that the ultimate liability, ifyain excess of amounts already provided for theagters in the Consolidated Financial Statemestspt likely to have
material adverse effect on the Companghnual results of operations, financial conditiorcash flows. The following is a brief descriptiof the more significant of t

categories of lawsuits and other matters we fam fime to time. Descriptions of specific claimslacontingencies appear in Note 21, Contingentiethe Consolidate
Financial Statements included in Part Il, Item 8.
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Franchising

A substantial number of the restaurants of eadh@fConcepts are franchised to independent busisegserating under arrangements with the Concéptthe course «
the franchise relationship, occasional disputeseabetween the Company and its Concefpasichisees relating to a broad range of subjéutuding, without limitatior
quality, service, and cleanliness issues, contestiegarding grants, transfers or terminationsasfchises, territorial disputes and delinquent payt

Suppliers

The Company purchases food, paper, equipment drat otstaurant supplies from numerous independsigliers throughout the world. These suppliersrarpiired ti
meet and maintain compliance with the Comparstandards and specifications. On occasion, @ismrise between the Company and its suppliees rmmber of issue
including, but not limited to, compliance with prar specifications and terms of procurement andigerequirements.

Employees

At any given time, the Company or its affiliates @ay hundreds of thousands of persons, primarilytsrrestaurants. In addition, each year thousafidsersons set
employment with the Company and its restaurantsmRime to time, disputes arise regarding empldyigag, compensation, termination and promotioagtces.

Like other retail employers, the Company has beerd in a few states with allegations of purpodieds-wide wage and hour and other labor law \imiat
Customers

The Company’s restaurants serve a large and diveosssection of the public and in the course of serdogmany people, disputes arise regarding prodsetsjce
accidents and other matters typical of large reatatusystems such as those of the Company.

Intellectual Property

The Company has registered trademarks and senacksmmany of which are of material importancelte €ompanys business. From time to time, the Company
become involved in litigation to defend and protiézuse and ownership of its registered marks.
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Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of shareholderg the fourth quarter of 200

Executive Officers of the Registrant

The executive officers of the Company as of Felyrddéx, 2010, and their ages and current positiorf #sat date are as follows:

David C. Novak, 57, is Chairman of the Board, Chief Executivei€if and President of YUM. He has served in tlsiton since January 2001. From December 19
January 2001, Mr. Novak served as Vice ChairmatheBoard, Chief Executive Officer and PresidenYtfM. From October 1997 to December 1999, he sengeWice
Chairman and President of YUM. Mr. Novak previgustérved as Group President and Chief Executive@ffKFC and Pizza Hut from August 1996 to Jul@19

Richard T. Carucci , 52, is Chief Financial Officer for YUM. He hasrsed in this position since March 2005. From Oeta®004 to February 2005, he served as S
Vice President, Finance and Chief Financial Offie@esignate of YUM. From May 2003 to October 2004 skeved as Executive Vice President and Chief g@meén
Officer of YRI. From November 2002 to May 2003, $&rved as Senior Vice President for YRI and atsisted Pizza Hut in asset strategy developmenmutm lNovembe
1999 to July 2002, he was Chief Financial OfficE¥&lI.

Christian L. Campbell , 59, is Senior Vice President, General Counsel, Segretad Chief Franchise Policy Officer for YUM. Hasserved as Senior Vice Presic
General Counsel and Secretary since September 189anuary 2003, his title and job responsiletitivere expanded to include Chief Franchise Palitizer.

Jonathan D. Blum, 51, is Senior Vice President Public Affairs fodM. He has served in this position since July 1997

Anne P. Byerlein, 51, is Chief People Officer for YUM. She hasveef in this position since December 2002. FromoBet 1997 to December 2002, she was
President of Human Resources of YUM. From Oct@8&0 to December 2002, she also served as KFCi&f @eople Officer.

Ted F. Knopf, 58, is Senior Vice President Finance and Corporate iGbbat of YUM. He has served in this position @n&pril 2005. From September 2001 to A
2005, Mr. Knopf served as Vice President of CorfRlanning and Strategy of YUM.

Emil J. Brolick , 62, is Chief Operating Officer for YUM and Presid of LIS/A&W. He has served as Chief Operatirfficér since June 2008 and as Presidel
LJS/A&W since January 2010. Prior to being namééCOperating Officer, he served as President &. Brand Building, a position he held from Decem®@06 to Jun
2008. Prior to that, he served as President aridf @oncept Officer of Taco Bell, a position he didiom July 2000 to November 2006. Prior to jomifaco Bell
Mr. Brolick served as Senior Vice President of Newduct Marketing, Research & Strategic Plannimgi@ndy’s International, Inc. from August 1995 tdyJ2000.

Scott O. Bergren, 63, is President and Chief Concept Officer of Pizza.Hdé has served in this position since Novemb@&62@Prior to this position, he served as C
Marketing Officer of KFC and YUM from August 2008 November 2006. From September 2002 until July32be was the Executive Vice President, Marke#ing
Chief Concept Officer for YUM Restaurants Interpatl, Inc. From April 2002 until September 2008,was Senior Vice President New Concepts for YUMtRerant
International, Inc. From June 1995 until 2002was Chief Executive Officer of Chevy’s Mexican Rastants, Inc.

Greg Creed, 52, is President and Chief Concept Officer ofdBell. He has served in this position since Decen#906. Prior to this position, Mr. Creed serasdChie
Operating Officer of YUM from December 2005 to Naveer 2006. Mr. Creed served as Chief Marketingo®ffof Taco Bell from July 2001 to October 2005.
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Roger Eaton, 49, is President and Chief Concept Officer of KRde has served in this position since June 2008m April 2008 to June 2008, he served as (
Operating and Development Officer of YUM. From dary 2008 until April 2008, he served as Chief @Gpieg and Development Officer Besignate. From 2000 ur
January 2008, he was Senior Vice President/Mandgiregtor of YUM! Restaurants International SoutcHic.

Graham D. Allan , 54, is the President of YRI. He has served in this posisince November 2003. Immediately prior to thisition he served as Executive \
President of YRI. From December 2000 to May 20@8,Allan was the Managing Director of YRI.

Jing-Shyh S. Sy, 57, is Vice-Chairman of the Board and PresidénlWM Restaurants China. He has served as \@eirman of the Board since March 2008, and h
served as President of YUM Restaurants China gi@6&. Prior to this, he was the Vice PresideMlofth Asia for both KFC and Pizza Hut. Mr. Su &drhis career wii
YUM in 1989 as KFC International’s Director of Mating for the North Pacific area.

Executive officers are elected by and serve atltberetion of the Board of Directors.
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PART II
Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Iser Purchases of Equity Securities

The Company’s Common Stock trades under the syMb®l and is listed on the New York Stock ExchangBY'SE”). The following sets forth the high and low NY
composite closing sale prices by quarter for thenfany’s Common Stock and dividends per common share

2009
Dividends Dividends
Quarter High Low Declarec Paid
First $32.87 $23.4% $ — $ 0.19
Seconc 36.6¢ 27.4¢ 0.3¢ 0.19
Third 36.5¢ 32.57 — 0.19
Fourth 36.0¢ 32.5( 0.42 0.21
2008
Dividends Dividends
Quarter High Low Declarec Paid
First $39.0C $33.12 $ 0.1f $ 0.15
Seconc 41.3¢ 36.8¢ 0.1¢ 0.15
Third 38.6¢ 33.7¢ — 0.19
Fourth 39.2¢ 22.2% 0.3¢ 0.19

In 2008, the Company declared one cash divider®Ddf5 per share of Common Stock and three castetids of $0.19 per share of Common Stock, one afhadaas pai
in 2009. In 2009, the Company declared two castuends of $0.19 per share and two cash dividefi@®.@1 per share of Common Stock, one of whichdaistributiol
date of February 5, 2010. The Company is targetingnnual dividend payout ratio of 35% to 40% etfincome.

As of February 10, 2010, there were approximat&lpdo registered holders of record of the Compa@ysmmon Stock.

The Company had no sales of unregistered secuditiesg 2009, 2008 or 2007.

Issuer Purchases of Equity Securities

For the year ended December 26, 2009, there wesbares of Common Stock repurchased by the Company.

In September 2009, our Board of Directors autharizbare repurchases of up to $300 million (exclgdapplicable transaction fees) of our outstandirgm@or
Stock. This authorization expires in September0201
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Stock Performance Graph

This graph compares the cumulative total returnwefCommon Stock to the cumulative total returhef S&P 500 Stock Index and the S&P 500 ConsumserBiionar
Sector, a peer group that includes YUM, for thdqeefrom December 23, 2004 to December 25, 2009 )akt trading day of our 2009 fiscal year. Thapgrassumes tt

the value of the investment in our Common Stock @ach index was $100 at December 23, 2004 andihdividends were reinvested.

mmm=SEP 500 == SEP 500 Consumer Discretionary

— YU !

§250

$200 -

5150 -

$100 -

550

12/23/04 12/30/05 12/29/06 12/28/07 12/26/08 12/25/09

YUM! $ 100 $ 102 $ 130 $ 173 $ 138 $ 166
S&P 500 $ 100 $ 105 $ 122 $ 12¢ $ 78 $ 103
S&P Consumer
Discretionary $ 100 $ 95 $ 113 $ 98 $ 63 $ 093
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Item 6. Selected Financial Data

Selected Financial Data

YUM! Brands, Inc. and Subsidiaries

(in millions, except per share and unit amounts)

Fiscal Yeal
2009 2008 2007 2006 2005

Summary of Operations
Revenue:

Company sale S 9,41: 9,84: $ 9,10(¢ 8,36¢ 8,22t

Franchise and license fees and income 1,428 1,461 1,33t 1,19¢ 1,12¢

Total 10,83¢ 11,30« 10,43t 9,561 9,34¢
Closures and impairment income (expen{ (109 (43) (35) (59) (62)
Refranchising gain (los$) 26 5 11 24 43
Operating Profi(®) 1,59C 1,51% 1,357 1,26: 1,152
Interest expense, net 194 22€ 16€ 154 127
Income before income taxes 1,39¢ 1,291 1,191 1,10¢ 1,02¢
Net Income- including noncontrolling intere: 1,08: 972 90¢ 824 762
Net Income- YUM! Brands, Inc. 1,071 964 90¢ 824 762
Basic earnings per common sh(©) 2.2¢ 2.02 1.74 1.51 1.3¢
Diluted earnings per common shi©) 2.22 1.9¢ 1.6€ 1.4€ 1.2¢
Diluted earnings per common share before speeials(@ 2.17 1.91 1.6€ 1.4€ 1.27
Cash Flow Data
Provided by operating activitie S 1,40¢ 1,521 $ 1,551 1,257 1,23
Capital spending, excluding acquisitic 797 93t 72€ 572 60¢
Proceeds from refranchising of restaure 194 26€ 117 257 14¢&
Repurchase shares of Common St — 1,62¢ 1,41( 983 1,05¢
Dividends paid on Common Sto 362 322 2732 144 12:
Balance Shee
Total asset 5 7,14¢ 6,527 $ 7,18¢ 6,36¢ 5,791
Long-term debi 3,207 3,56¢ 2,92¢ 2,04t 1,64¢
[Total debt 3,26¢ 3,58¢ 3,212 2,27 1,86(
Other Data
Number of stores at year e

Company 7,66¢€ 7,56¢ 7,628 7,73¢€ 7,581

Unconsolidated Affiliate 46¢ 64E 1,314 1,20¢ 1,64¢

Franchisee 26,74t 25,91 24,297 23,51¢ 22,66¢

Licensees 2,20( 2,16¢ 2,10¢ 2,131 2,37¢

Systemnr 37,08( 36,29: 35,34t 34,59t 34,277
U.S. same store sales grov®) (5%) 2% — 1% 3%
YRI system sales growi®)

Reportec (3%) 10% 15% 7% 9%

Local currency 5% 8% 10% 7% 6%
China Division system sales grow®

Reportec 10% 31% 31% 26% 13%

Local currency® 9% 20% 24% 23% 11%
Shares outstanding at year ¢©) 46¢ 45¢ 49¢ 53C 55€
Cash dividends declared per Common Si©) $ 0.8C 0.7z $ 0.4 0.4 0.22
Market price per share at year €©) $ 35.3¢ 30.2¢  $ 38.5¢ 29.4( 23.4¢
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Fiscal years 2009, 2008, 2007 and 2006 include &kw and fiscal year 2005 includes 53 weeks.

The selected financial data should be read in cmtjon with the Consolidated Financial Statements the Notes thereto.

@

(b)

©
(d)

(e)

®

Fiscal year 2009 included non-cash charge$26f million and $12 million to writeff goodwill related to our LIS/A&W U.S. and Pizztut South Kore
businesses, respectively. See Note 5 to the Cdasedl Financial Statements for a description afsiare closures, store impairment expenses ancdhRefising
Gain (Loss) in 2009, 2008 and 2007. Additionadige Note 10 describing our goodwill impairment ewggerecognized in 200

Fiscal year 2009 included a gain of $68 millionatetl to the consolidation of a former unconsolidaéiliate in China, a loss of $40 million relatéol U.S
business transformation measures, including the ré2n goodwill charge described in (a), and adoof $10 million as a result of our decision téeoftc
refranchise an equity market outside the U.S. dfigear 2008 included a gain of $100 million retate the sale of our interest in our unconsolida#tiate in
Japan and a loss of $61 million related to U.Sinass transformation measures. These items acagdied further within our MD&A. Fiscal year 200&ludec
gains of $2 million for recoveries related to bdte Wrench litigation and Ameriserve bankrupt

Adjusted for the two for one stock split on June 2807. See Note 3 to the Consolidated FinancakeSents

In addition to the results provided in accomka with U.S. Generally Accepted Accounting Pritesp(“GAAP”) throughout this document, the Company
provided nonGAAP measurements which present operating resulta basis before Special Items. The Company usesngs before Special Items as a
performance measure of results of operations ferpirpose of evaluating performance internallyisTionGAAP measurement is not intended to replact
presentation of our financial results in accordandth GAAP. Rather, the Company believes that phesentation of earnings before Special ltems pi
additional information to investors to facilitateet comparison of past and present operations, @xrgutems that the Company does not believe atizative o
our ongoing operations due to their size and/ouneat The gains and charges described in (b), abareeconsidered Special Items. The 2009 and 3}eRia
Items are discussed in further detail within the &D

System sales growth includes the results of aliateants regardless of ownership, including Compawyed, franchise, unconsolidated affiliate aner
restaurants. Sales of franchise, unconsolidatiéchef and license restaurants generate francigklicense fees for the Company (typically atte of 4% to 69
of sales). Franchise, unconsolidated affiliate Beehse restaurant sales are not included in Cagnpales we present on the Consolidated Stateroémtsome
however, the fees are included in the Compsungenues. We believe system sales growth isiugeinvestors as a significant indicator of thesiall strength ¢
our business as it incorporates all our revenueedsji Company and franchise same store sales asaisveét unit development. Same store sales gronethde:
the results of all restaurants that have been operyear or more

Local currency represents the percentage chandedixg the impact of foreign currency translatiohhese amounts are derived by translating curreat yesult

at prior year average exchange rates. We bellewelimination of the foreign currency translatiarpact provides better year-y@ar comparability without tt
distortion of foreign currency fluctuatior

23




Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Introduction and Overview

The following Management’s Discussion and Analy$l&D&A”), should be read in conjunction with the Consolidaf@dancial Statements on pages 61 throug
(“Financial Statements”) and the Forward-Lookingt8inents on page 2 and the Risk Factors set foiter 1A. Throughout the MD&A, YUM! Brands, In¢.-YUM” or
the “Company”) makes reference to certain perforteaneasures as described below.

« The Company provides the percentage changes ergluie impact of foreign currency translation (“FXf “Forex”). These amounts are derived by transle
current year results at prior year average exchamages. We believe the elimination of the foreigmrrency translation impact provides better yeaydal
comparability without the distortion of foreign cency fluctuations

. System sales growth includes the results of altateants regardless of ownership, including Compamged, franchise, unconsolidated affiliate and nge
restaurants. Sales of franchise, unconsolidatiléatef and license restaurants generate francuigklicense fees for the Company (typically atte of 4% to 6% c
sales). Franchise, unconsolidated affiliate andnise restaurant sales are not included in Compal@s on the Consolidated Statements of Incomegheny thi
franchise and license fees are included in the @myp revenues. We believe system sales growth isuusefinvestors as a significant indicator of theexll
strength of our business as it incorporates atiuwfrevenue drivers, Company and franchise sanme stdes as well as net unit developm

. Same store sales is the estimated growth in s&ksrestaurants that have been open one yeaooe.m

. Company restaurant profit is defined as Compangsskelss expenses incurred directly by our Compestauarants in generating Company sales. Compatgurar
margin as a percentage of sales is defined as Gompataurant profit divided by Company sa

. Operating margin is defined as Operating Profitd#d by Total revenue.

All Note references herein refer to the Notes ®FEmancial Statements on pages 65 through 116uld@aamounts are displayed in millions exceptgiere and unit cou
amounts, or as otherwise specifically identifigdl per share and share amounts herein, and ia¢chempanying Financial Statements and Notes t&itiencial Statemer
have been adjusted to reflect the June 26, 20@K stlit (see Note 3).

Description of Business

YUM is the world’s largest restaurant company in terms of systetausmnts with over 37,000 restaurants in more thE® countries and territories operating unde
KFC, Pizza Hut, Taco Bell, Long John Silver’'s or A&All-American Food Restaurants brands. Four ef @ompany’s restaurant brand&FC, Pizza Hut, Taco Bell al
Long John Silver's — are the global leaders indhieken, pizza, Mexican-style food and quisevice seafood categories, respectively. Of thee 87,000 restaurants, 2
are operated by the Company, 73% are operatedahghisees and unconsolidated affiliates and 6%peeated by licensees.

YUM'’s business consists of three reporting segmebfisited States, YUM Restaurants InternationalRYor “International Division”)and the China Division. The Chi
Division includes mainland China (“China"Jhailand and KFC Taiwan and YRI includes the rerdairof our international operations. The Chinaiflon, YRI and Tac
Bell-U.S. now represent approximately 85% of thenpany’s operating profits. Our KFC-U.S. and Pithat-U.S. businesses operate in highly competitive ntpt&ee:
resulting in slower profit growth, but continuegmduce strong cash flows.
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Segment Reporting Changes

In the first quarter of 2010 we will begin repogimformation for our Thailand and KFC Taiwan buesises within our International Division as a resfilthanges to o
management reporting structure. The China Divisiglh only consist of operations in mainland Chiaad the International Division will include the ramder of ou
international operations. While our consolidatesults will not be impacted, we will restate owstbrical segment information during 2010 for cotesis presentation. /£
forward looking information within this MD&A reflds these changes in our reporting structure.

In connection with our U.S. business transformatiogasures our reported segment results begantiefidocreased allocations of certain expensesOi@92that wer
previously reported as unallocated and corporaté@&penses. While our consolidated results wetempacted, we believe the revised allocation betligns costs wit
accountability of our segment managers. Theseseevallocations are being used by our ChairmanGiridf Executive Officer, in his role as chief opérg decisiol
maker, in his assessment of operating performakée have restated segment information for the yeaded December 272008 and December 29, 2007 to be consi
with the current period presentation.

The following table summarizes the 2008 and 2007aich of the revised allocations by segmi

Increase/(Decreas 2008 2007
U.S. G&A $ 53 $ 54

YRI G&A 6 6

Unallocated and corporate G&A expen (59 (60)
Strategies

The Company continues to focus on four key strategi

Build Leading Brands in China in Every Significabategory -The Company has developed the KFC and Pizza Hatbreto the leading quick service and casual d
restaurants, respectively, in mainland China. Addally, the Company owns and operates the distidn system for its restaurants in mainland Chirmach we believ
provides a significant competitive advantage. @ithés strong competitive position, a growing eamyaand a population of 1.3 billion in mainland Chjtthe Company
rapidly adding KFC and Pizza Hut Casual Dining aasants and testing the additional restaurant quacaf Pizza Hut Home Service (pizza delivery) &bt Dawnin
(Chinese food). Our ongoing earnings growth madehainland China is driven by new unit developmeath year and modest same store sales growthh wi@expec
to drive annual Operating Profit growth of 15%.

Drive Aggressive International Expansion and B@tdong Brands EverywhereThe Company and its franchisees opened approxiyn@®@€ new restaurants in 2009 in
Companys International Division, representing 10 straigiears of opening over 700 restaurants, and is ehdimg international retail developer in terms ofts
opened. The Company expects to continue to expegistrong growth by building out existing markatsd growing in new markets including France, Russie
India. The International Divisios’Operating Profit has experienced a 7 year conghammual growth rate of 11%. Our ongoing earnigigsvth model includes annt
Operating Profit growth of 10% driven by new univelopment, modest same store sales growth, madasiin improvement and leverage of our General
Administrative (“G&A") infrastructure for YRI.
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Dramatically Improve U.S. Brand Positions, Consisteand Returns Fhe Company continues to focus on improving its.g&sition through differentiated products
marketing and an improved customer experience. émapany also strives to provide industry leadiegvmproduct innovation which adds sales layers aqrds da
parts. We continue to evaluate our returns andeositip positions with an earn the right to own @édphy on Company owned restaurants. Our ong@ngregs growt
model calls for annual Operating Profit growth &b 5n the U.S. with same store sales growth of 2%dest restaurant margin improvement and leveragaupfG&A
infrastructure.

Drive Industry-Leading, Long-Term Shareholder amdnghisee Value F¥he Company is focused on delivering high retumd eeturning substantial cash flows tc
shareholders via dividends and share repurchades.Company has one of the highest returns on edesapital in the Quick Service Restaurants (“QSRdustry. Th
Companys dividend and share repurchase programs haveneetwover $1 billion and $6 billion to shareholdeespectively, since 2004. The Company is targesr
annual dividend payout ratio of 35% to 40% of netome and has increased the quarterly dividend gael since inception in 2004. Shares are repsex
opportunistically as part of our regular capitalisture decisions.
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Details of our 2010 Guidance by division can benfbonline at http://www.yum.com

2009 Highlights
«  Diluted EPS growth of 13% or $2.17 per share, aliolg Special ltems.

«  Worldwide system sales growth of 1% prior to fore@rrency translation.
«  Worldwide revenue declined 4% driven by foreignreacy translation and refranchising.
« International development of 1,467 new restaurardsiding 509 in mainland China and 898 in YRI.

«  Worldwide Operating Profit growth of 9% prior torédgn currency translation and Special ltems, idiclg growth of 23% in the China Division, 5% in YBhd 1% il
the U.S. After foreign currency translation, bubpto Special Items, worldwide Operating Profibgth was 6%

«  Worldwide restaurant margin improved by 1.7 peragatpoints driven by the China Division and the.U.S

. Diluted EPS growth was negatively impacted by apinately $0.07 per share due to foreign currenapgtation that was fully offset by lower interespense and
lower tax rate
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Results of Operations

Company sale
Franchise and license fees and incc

Total revenue:
Company restaurant pro

% of Company sale

Operating Profi
Interest expense, n

Income tax provisiol

Net Income- including noncontrolling intere:
Net Income- noncontrolling interes

Net Income- YUM! Brands, Inc.

Diluted EP<@

Diluted EPS before Special Iter®

Effective tax rate

(a) See Note 4 for the number of shares used in thedsalations

Amount % B/(W)
2009 2008 2007 2009 2008
$ 9,41: $ 9,84: $ 9,10( @) 8
1,427 1,461 1,33t 3 9
$ 10,83 $  1130¢ $ 10,43¢ 4) g
$ 1,47¢ $ 137¢  $ 1,327 7 4
15.7% 14.0% 14.6% 1.7 ppts. (0.6) ppts.
1,59C 1,513 1,357 5 12
194 22¢ 16€ 14 (36)
313 31¢ 282 2 (13)
1,08: 972 90¢ 11 7
12 8 — NM NM
$ 1,071 $ 9%4 $ 90¢ 11 6
$ 22z $ 19€ 8 1.6¢ 13 17
$ 217  $ 191 $ 1.6€ 13 14
22.4% 24.7% 23.7%

Significant Known Events, Trends or Uncertainties impacting or Expected to Impact Comparisons of Repded or Future Results

Special Iltems

In addition to the results provided in accordandthW.S. Generally Accepted Accounting Principlé&AAP”) above and throughout this document, the Compan
provided nonSAAP measurements which present operating resul2909 and 2008 on a basis before Special Itemduded in Special ltems are the impact of mea:
we took to transform our U.S. business (“the U.Ssihess transformation measuresigluding: the U.S. refranchising (gain) loss, dex relating to U.S. General ¢
Administrative (“G&A”) productivity initiatives and realignment of resoes¢ investments in our U.S. Brands and a 2009 Gd®dwill impairment charge. Special ite
also include the 2009 loss recognized as a re$uitiodecision to offer to refranchise an equityrkea outside the U.S., the 2009 gain upon our aitjom of additione
ownership in, and consolidation of, the operatimgite that owns the KFCs in Shanghai, China, anel 2008 gain on the sale of our minority interesbur Japa

unconsolidated affiliate. These amounts are furdescribed below.
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The Company uses earnings before Special Itemskay performance measure of results of operationghfe purpose of evaluating performance internallftis non-
GAAP measurement is not intended to replace theeptation of our financial results in accordancehvBAAP. Rather, the Company believes that thesgartation ¢
earnings before Special Items provides additiomf@rmation to investors to facilitate the companisif past and present operations, excluding iten20D9 and 2008 tF
the Company does not believe are indicative ofamgoing operations due to their size and/or nature.

Year
12/26/09 12/27/08

Detail of Special ltem
U.S. Refranchising gain (los $ 34 $ (5)
Long John Silve's/IA&W U.S. Goodwill impairment charc (26) —
Charges relating to U.S. G&A productivity initiatig and realignment of resourt (16) (49)
Investments in our U.S. Bran (32) (@)
Gain upon consolidation of a former unconsolidat#iiate in China 68 —
Loss as a result of our offer to refranchise artgaoarket outside the U.¢ (10) —
Gain upon the sale of our interest in our Japamusalidated affiliate — 100
Total Special Items Income (Expen: 18 39
Tax Benefit (Expense) on Special Ite(@ 5 (14
Special Items Income (Expense), net of $ 23 $ 25
Average diluted shares outstand 483 491
Special Items diluted EF $ 005 % 0.05
Reconciliation of Operating Profit Before Spectainhs to Reported Operating Prc
Operating Profit before Special Itet $ 1,572 $ 1,478
Special Items Income (Expense) 18 39
Reported Operating Profit $ 1,590 $ 1,517
Reconciliation of EPS Before Special Items to RegmEPS
Diluted EPS before Special Iter $ 2.17 $ 191
Special Items EPS 0.05 0.05
Reported EPS $ 2.22 $ 1.96
Reconciliation of Effective Tax Rate Before Spediams to Reported Effective Tax R:
Effective Tax Rate before Special Ite 23.1% 24.3%
Impact on Tax Rate as a result of Special Ité¥ns (0.7)% 0.4%
Reported Effective Tax Rate 22.4% 24.7%
(@) The tax benefit (expense) was determined based tioimpact of the nature, as well as the jurisoicof the respective individual components witBipecia

Items.
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U.S. Business Transformation Measures

The U.S. business transformation measures in 26868809 included: expansion of our U.S. refrandgsa reduced emphasis on multi-branding as a teng-growtt
strategy; G&A productivity initiatives and realigemt of resources (primarily severance and earlyeraent costs); and investments in our U.S. Brandde on behalf «
our franchisees such as equipment purchases. Wwtdoelieve these measures are indicative of agoimg operations and are not including the impaéthese U.¢
business transformation measures in our U.S. segfimeperformance reporting purposes.

In the years ended December 26, 2009 and Decenthe0P8, we recorded a pre-tax gain of $34 milkm a preax loss of $5 million from refranchising in theSJ.
respectively. In 2010, we currently expect toaafthise 500 restaurants in the U.S. The impatttiofrefranchising on our 2010 results will be deti@ed by the stores tt
we are able to sell and the specific prices weahite to obtain for those stores. Additionallythe extent we offer to sell a store or group ofestcat a loss, such los:
recorded at the date we make such offer. Gains vgianchising, however, are not recorded untilowasummate the sale. This timing difference aaate quarterly
annual earnings volatility as decisions are madeftanchise a portfolio of stores.

As a result of a decline in future profit expeatas for our LIS and A&W U.S. businesses due in foattte impact of a reduced emphasis on nhrtikding, we recordec
non-cash charge of $26 million, which resulted anrelated income tax benefit, in the fourth quadfe2009 to write-off goodwill associated with tledsusinesses.

In connection with our G&A productivity initiativesnd realignment of resources (primarily severaratearly retirement costs) we recordedtpreeharges of $16 millic
and $49 million in the years ended December 26920@ December 27, 2008, respectively. We realiz$@5 million decline in our U.S. G&A expenseshe year ende
December 26, 2009 driven by the U.S. productivifjiatives and realignment of resources measure®ualein 2008 and 2009.

Additionally, the Company recognized a reductionFranchise and license fees and income of $32anjllpretax, in the year ended December 26, 2009 relat
investments in our U.S. Brands. These investmmeilsct our reimbursements to KFC franchiseestistallation costs of ovens for the national lauatKentucky Grillec
Chicken. The reimbursements were recorded aswutied to franchise and license fees and incomeeawould not have provided the reimbursements dlikerongoin
franchisee relationship. In the year ended Dece2Be2008, the Company recognized fr-expense of $7 million related to investmenteun U.S. Brands in Franch
and license expenses.
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Consolidation of a Former Unconsolidated AffiliateShanghai, China

On May 4, 2009 we acquired an additional 7% owriprghthe entity that operates more than 200 KRCShanghai, China for $12 million, increasing oumership t
58%. This entity has historically been accountedds an unconsolidated affiliate under the equmithod of accounting. Concurrent with the acqoisitve receive
additionalrights in the governance of the entity and thusbegan consolidating the entity upon acquisitiors réquired by GAAP, we remeasured our previouslg B&%
ownership, which had a recorded value of $17 mmilko the date of acquisition, in the entity at fatue and recognized a gain of $68 million acawgtli. This gain, whic
resulted in no related income tax expense, wasrdedoin Other (income) expense in our Consolid@&&tements of Income and was not allocated to agynent fo
performance reporting purposes.

Under the equity method of accounting, we previpusported our 51% share of the net income of theonsolidated affiliate (after interest expense imedme taxes) i
Other (income) expense in the Consolidated Statesranincome. We also recorded a franchise feagHerroyalty received from the stores owned byuheonsolidate
affiliate. Subsequent to the date of the acquisitiwe reported the results of operations for thetyein the appropriate line items of our Consotith Statement
Income. We no longer record franchise fee incoorettiese restaurants nor do we report Other (inyampense as we did under the equity method ofatom. Ne
income attributable to our partner's ownership petage is recorded as Net Incommcontrolling interest within our Consolidated t8taents of Income. For the y
ended December 26, 2009 the consolidation of thistyeincreased Company sales by $192 million amdrelased Franchise and license fees and incomel?
million. The consolidation of this entity positiyempacted Operating Profit by $4 million in 200%he impact on Net IncomeYUM! Brands, Inc. was not significant
the year ended December 26, 2009. Prior to lapfiagacquisition of this entity during the secondhider of 2010, we expect the impact of this tratiea to increase tt
China Divisions Company sales by approximately $100 million, dase Franchise and license fees and income byaptely $6 million and provide a modest incre
to Operating Profit during the first half of 2010.

Refranchising of an International Equity Marl

In the third quarter of 2009 we recognized a $10ioni refranchising loss as a result of our deaisio offer to refranchise our KFC Taiwan equity ketr This loss, whic
resulted in no related income tax benefit, wasallotated to any segment for performance repornimgposes. This market was refranchised on Jar@iBr2010. We a
currently evaluating what amount of the $37 milliargoodwill associated with KFC Taiwan should betten off in the first quarter of 2010 as a reflthis refranchising
Sale of our Interest in our Unconsolidated Affidiah Japan

During the year ended December 27, 2008 we recaadeétax gain of approximately $100 million related ke tsale of our interest in our unconsolidatediafélin Japa

(See Note 5 for further discussion of this transagt This gain was recorded in Other (income)enge in our Consolidated Statement of Income arslneaallocated
any segment for performance reporting purposes.
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Restaurant Profit

The U.S. restaurant margin increased 1.4 percergages in 2009. This increase was largely dribgncommodity deflation of $28 million and produdtyvinitiatives
partially offset by Company same store sales deslof 4%. Additionally, our U.S. store portfoliotianis, including the refranchising of 541 storesimy 2009, positivel
impacted our restaurant margin by 0.4 percentagggo

Our U.S. restaurant margin decreased 0.8 percemaigés in 2008. Restaurant profit was negativigipacted by $119 million of commodity inflation fane full yea
2008. Additionally, restaurant profit in 2008 waesgatively impacted by $30 million due to higheogerty and casualty selisurance expense, exclusive of the estin
reduction due to refranchised stores, as we lafigeatability in 2007. These decreases were pértiffset by Company same store sales growth ofrd%tilting fron
pricing actions we took.

China Division restaurant margin increased 1.8 graiage points and declined 1.7 percentage poin2®@9 and 2008, respectively. The 2009 improverert largel
driven by commodity deflation of $61 million offsiely Company same store sales declines 1%. Contyniodliation of $78 million and higher labor cogtartially offse
by Company same store sales growth of 7% drov2@08 restaurant margin decline.
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Impact of Foreign Currency Translation on Operatngfit

Changes in foreign currency exchange rates nedgtivgpacted the translation of our foreign curremt®nominated Operating Profit in our InternatiobBalision by $5¢
million and positively impacted Operating Profit @ur China Division by $10 million for the year esttiDecember 26, 2009. In the year ended Decemhe2(®8 ou
Operating Profit in our International and China Biens was positively impacted by $9 million and2$aillion, respectively, by changes in foreign amty exchanc
rates.

Pizza Hut South Korea Goodwill Impairment

As a result of a decline in future profit expeatas for our Pizza Hut South Korea market we reab@goodwill impairment charge of $12 million fdris market durin
2009. This charge was recorded in Closure andinmgat (income) expenses in our Consolidated Statgraf Income and was allocated to our Internati@iaision for
performance reporting purposes.

Consolidation of a Former Unconsolidated AffiliateBeijing, China

In 2008, we began consolidating an entity in whiod have a majority ownership interest and that atesrthe KFCs in Beijing, China. Our partnershiis entity ar
essentially statewned enterprises. We historically did not cordsti this entity, instead accounting for the unobidated affiliate using the equity method of acatig,
due to the effective participation of our partnigrshe significant decisions of the entity that eenade in the ordinary course of business. Coentwwith a decision th
we made on January 1, 2008 regarding top manageofighe entity, we no longer believe that our pergneffectively participate in the decisions thet emade in th
ordinary course of business. In accordance wittABAve began consolidating this entity on that date

Like our other unconsolidated affiliates, the aaging for this entity prior to 2008 resulted in edifes being reflected as Franchise and license &€ our share of t
entity’s net income being reflected in Other (income) egpe Subsequent to the date of consolidationeperted the results of operations for the entitthim appropria
line items of our Consolidated Statement of Incoée no longer record franchise fee income for ¢hestaurants nor do we report Other (income) es@as we di
under the equity method of accounting. Net incoatteibutable to our partner's ownership percentageecorded as Net Inconmencontrolling interest within o
Consolidated Statement of Income. For the year@fBrember 27, 2008 the consolidation of this rticreased the China DivisismCompany sales by approxima
$300 million and decreased Franchise and license #d income by approximately $20 million. Thesmidation of this entity positively impacted Ogeng Profit by
approximately $20 million in 2008. The positivegatt on Operating Profit was offset by Net Incomeoncontrolling interest of $8 million and a highecome ta:
provision such that there was no impact on Netimee-YUM! Brands, Inc. for the year ended December & The Consolidated Statement of Income was dteg
by similar amounts for the year ended Decembe@69.
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Mexico Value Added Tax'VAT ") Exemption

On October 1, 2007, Mexico enacted new legislatiat eliminated a tax ruling that allowed us tordlan exemption related to VAT payments. BeginnimgJanuary :
2008, we were required to remit VAT on all Compaegtaurant sales resulting in lower Company sahesRestaurant profit. As a result of this new ségion, ou
International Divisions Company sales and Restaurant profit for the gaded December 27, 2008 were unfavorably impacjedpproximately $38 million and $
million, respectively. The International DivisianSystem sales growth and restaurant margin ascargage of sales were negatively impacted by aqpately 0.3 and 1
percentage points, respectively, for the year efdstbmber 27, 2008. The 2009 impact versus 20@8wasignificant to our International Divisianfesults of operation

Tax Legislation- Mainland China

On March 16, 2007, the National PeopleCongress in mainland China enacted new tax &gisl that went into effect on January 1, 2008.otJgnactment, whic
occurred in the China Divisioa’2007 second fiscal quarter, the deferred taxnba of all Chinese entities, including our uncdidsted affiliates, were adjusted. Th
income tax rate changes positively impacted ou928d 2008 Net Income YUM! Brands, Inc. by approximately $15 million a8@0 million, respectively, compared
what it would have otherwise been had no new tgislation been enacted. The impacts on our Incamerovision and Operating Profit in the year eh@&cember 2!
2007 were not significant.

Store Portfolio Strategy

From time to time we sell Company restaurants sty and new franchisees where geographic syaeman be obtained or where franchiseagertise can generally
leveraged to improve our overall operating perfarog while retaining Company ownership of stratddi§. and international markets. In the U.S., we targetin
Company ownership of restaurants potentially bel®#o, down from its current level of 16%. Consisteith this strategy, 541, 700 and 304 Companyaigsints in th
U.S. were sold to franchisees in the years endedmber 26, 2009, December 27, 2008 and Decemb@0P9, respectively.

Refranchisings reduce our reported revenues anduresit profits and increase the importance ofesyssales growth as a key performance measure.tidwially, G&A
expenses will decline over time as a result of eheranchising activities. The timing of G&A dexs will vary and often lag the actual refranamisactivities as tt
synergies are typically dependent upon the sizegaography of the respective deals. G&A expensgsded in the tables below reflect only direct G&#at we no longe
incurred as a result of stores that were operagedsbfor all or some portion of the respective jwes year and were no longer operated by us abeofast day of tt
respective current year.

The following table summarizes our worldwide refrhising activities:

2009 2008 2007
Number of units refranchise 613 778 42C
Refranchising proceeds, |-tax $ 194 $ 26€ $ 117
Refranchising net gains, j-tax $ 26 $ 5 $ 11
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The impact on Operating Profit arising from refraising is the net of (a) the estimated reductiongestaurant profit, which reflects the decreas€ampany sales, a
G&A expenses and (b) the increase in franchise fiees the restaurants that have been refranchi$be. tables presented below reflect the impact$aial revenues ai
on Operating Profit from stores that were operdaedis for all or some portion of the respectiveviyas year and were no longer operated by us aéiseofast day of tt
respective current year. In these tables, Decde&®mpany sales and Decreased Restaurant profiésemts the amount of sales or restaurant profitegaby th
refranchised restaurants during the period we owtheth in the prior year but did not own them in therent year. Increased Franchise and license riggresents tl
franchise and license fees from the refranchissthueants that were recorded by the Company irctineent year during periods in which the restawwamére Compar
stores in the prior year.

The following table summarizes the impact of reftaining as described above:

2009
China
U.S. YRI Division Worldwide
Decreased Company sa $ (640) $ 77) $ (5) $ (722)
Increased Franchise and license fees and in 36 5 — 41
Decrease in Total revenu $ (604 $ (72) $ (5) $ (681)
2008
China
U.S. YRI Division Worldwide
Decreased Company sa $ (300) $  (106) $ (5) $ (411)
Increased Franchise and license fees and in 16 6 — 22
Decrease in Total revenu $ (289 $ (100 $ (5) $ (389)
The following table summarizes the estimated impacOperating Profit of refranchising:
2009
China
U.S. YRI Division Worldwide
Decreased Restaurant prc $ (63) $ 2 $ (1) $ (66)
Increased Franchise and license fees and in 36 5 — 41
Decreased G&/ 14 — — 14
Increase (decrease) in Operating Pl $ a3 $ 3 $ @) $ dy
2008
China
U.S. YRI Division Worldwide
Decreased Restaurant prc $ (19 $ (8) $ (1) $ (28)
Increased Franchise and license fees and in 16 6 — 22
Decreased G&/ 7 1 — 8
Increase (decrease) in Operating Pl $ 4 $ @) $ @ $ 2
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Restaurant Unit Activity

Worldwide

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other®)(©

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other()

Balance at end of 20(
% of Total

United States
Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other

Balance at end of 20(
% of Total

Unconsolidated

Total Excluding

Company Affiliates Franchisee Licensee«®
7,628 1,314 24,297 33,23¢
59¢€ 89 1,17: 1,85¢
10€ — (108) 1
(775) D 77€ —
(16€) (8 (800) (974)
182 (749 57C 3
7,56¢ 64% 25,911 34,12«
59¢ 70 1,06¢ 1,73
57 — (57 —
(619 — 612 )
(179 (10) (756) (944)
237 (236) (33) (32
7,66¢€ 46¢ 26,74¢ 34,88(
22% 1% 77% 100%
Unconsolidated Total Excluding
Company Affiliates Franchisee Licensee«®
3,89¢ — 14,081 17,97%
94 — 26¢ 368
95 — (94) 1
(700) — 70C —
(71 — (477 (54€)
— — 3 3
3,31« — 14,48: 17,79¢
45 — 221 26¢€
42 — (42) —
(541) — 54C 1)
(60) — (354) (414
— — (28) (28)
2,80( — 14,81¢ 17,61¢
16% — 84% 100%
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Unconsolidated Total Excluding

YRI Company Affiliates Franchisee Licensee«®
Balance at end of 20( 1,642 56¢& 9,962 12,17:
New Builds 55 — 86¢ 924
Acquisitions 4 — (4) —
Refranchising (72) (0] 72 —
Closures (42) — (310) (35))
Other® — (567) 567 —
Balance at end of 20( 1,58¢ — 11,157 12,74¢
New Builds 74 — 824 89¢
Acquisitions — — — —
Refranchising (62) — 61 —
Closures (46) — (387) (439
Other — — ©)] ©)]
Balance at end of 20( 1,55¢ — 11,65 13,20¢
% of Total 12% — 88% 100%
Unconsolidated Total Excluding

China Division Company Affiliates Franchisee Licensee«®
Balance at end of 20( 2,087 74€ 252 3,08¢
New Builds 447 89 35 571
Acquisitions 7 — ) —
Refranchising 4) — 4 —
Closures (54) (8) (23 (75)
Other© 182 (182) — —
Balance at end of 20( 2,66t 64E 272 3,58¢
New Builds 47€ 70 23 56¢
Acquisitions 15 — (15) —
Refranchising (171) — 11 —
Closures (72) (20 (15 97
Other(@ 237 (23€) — 1
Balance at end of 20( 3,31( 46¢ 27¢ 4,05¢

% of Total 81% 12% 7% 100%
(@) The Worldwide, U.S. and YRI totals exclude@®22,046 and 154 licensed units, respectiveDetember 26, 2009 There are no licensed units in the C

Division. As licensed units have lower averaget wales volumes than our traditional units and aunrent strategy does not place a significant ersighar
expanding our licensed units, we do not believe pinaviding further detail of licensed unit actiwiprovides significant or meaningful informatic
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(b) In our fiscal quarter ended March 22, 2008, we saldinterest in our unconsolidated affiliate ippda. While we will no longer have an ownershigiest in th

entity that operates both KFCs and Pizza Huts radait will continue to be a franchisee as it wdien it operated as an unconsolidated affiliatee Sote 5

(c) On January 1, 2008, we began consolidating anyeimtiChina in which we have a majority ownershipeiest. This entity was previously accounted forae

unconsolidated affiliate and we reclassified thi#ésuaccordingly. See Note

(d) During the second quarter of 2009 we acquired audit ownership in and began consolidating an entiat operates the KFC business in Shanghai, Ciniic

have reclassified the units accordingly. Thistgntias previously accounted for as an unconsoldlatéliate.

Multibrand restaurants are included in the tothlgvee. Multibrand conversions increase the salespaints of distribution for the second brand adtied restaurant but
not result in an additional unit count. Similarlynew multibrand restaurant, while increasingsaled points of distribution for two brands, resuit just one addition

unit count.

System Sales Growth

The following tables detail the key drivers of systsales growth for each reportable segment by. yiéat unit growth represents the net impact otialcsystem sals

growth due to new unit openings and historical esyssales lost due to closures as well as any regessinding.

Same store sales growth (decli
Net unit growth and othe
Foreign currency translatic

% Change

% Change, excluding fore

Same store sales growth (decli
Net unit growth and othe
Foreign currency translatic

% Change

% Change, excluding fore

2009 vs. 200!
China
U.S. YRI Division Worldwide
(5)% 1% (2)% )%
1 4 11 3
N/A (8) 1 (3)
(4)% (3)% 10% (2)%
N/A 5% 9% 1%
2008 vs. 200
China
U.S. YRI Division Worldwide
2% 4% 6% 3%
1 4 14 4
N/A 2 11 1
3% 10% 31% 8%
N/A 8% 20% 7%
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Company Operated Store Results

The following tables detail the key drivers of trear-overyear changes of Company Sales and Restaurant.P&téite portfolio actions represent the net impéctew uni
openings, acquisitions, refranchisings and stooswrks on Company Sales or Restaurant Profit. iffipact of new unit openings and acquisitions regmeshe actui
Company Sales or Restaurant Profit for the pertbdsCompany operated the restaurants in the cuyesnt but did not operate them in the prior yeBlne impact c
refranchisings and store closures represent thmla€ompany Sales or Restaurant Profit for thegplsrin the prior year while the Company operatedréstaurants but ¢
not operate them in the current year.

The dollar changes in Company Restaurant Profitdar were as follows:

u.s.
2009 vs. 200i
Income / (Expense) Store
Portfolio
2008 Actions Other FX 2009
Company Sale $ 4,41 $ (515 $ (157) $ NA $ 3,73¢
Cost of Sale: (1,339 15€ 107 N/A (1,070
Cost of Labol (1,329 157 51 N/A (1,223
Occupancy and Oth (1,199 154 13 N/A (1,029
Restaurant Prof $ 551 $ (46 $ 14 $ NA $ 51¢
Restaurant Margi 12.5% 13.%
2008 vs. 200°
Income / (Expense) Store
Portfolio
2007 Actions Other FX 2008
Company Sale $ 4,51¢ $ (242 $ 134 $ NA $ 4,41C
Cost of Sale: (1,319) 75 (93) N/A (1,339
Cost of Labol (1,379) 75 27) N/A (1,329
Occupancy and Oth¢ (1,227 77 (51) N/A (1,19%)
Restaurant Prof $ 602 $ (19 $ 37 $ NA $ 551
Restaurant Margi 13.% 12.5%

In 2009, the decrease in U.S. Company Sales anthirest Profit associated with store portfolio ae was primarily driven by refranchising. Sigedint other facto
impacting Company Sales and/or Restaurant Profie \@mpany same store sales decline of 4%, comynddiftation of $28 million (primarily cheese), andst saving
associated with productivity initiatives.

In 2008, the decrease in U.S. Company Sales anthirest Profit associated with store portfolio ae was primarily driven by refranchising. Sigedint other facto

impacting Company Sales and/or Restaurant Profie@mmpany same store sales growth of 3%, commatigtion of $119 million (primarily cheese, meahicken an
wheat costs), higher labor costs (primarily wade emd salary increases) and higher property asuidly insurance expense as we lapped favorabdiggnized in 2007.
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RI

Income / (Expense)

Company Sale

Cost of Sale:

Cost of Labol
Occupancy and Otht

Restaurant Prof

Restaurant Margi

Income / (Expense)

Company Sale

Cost of Sale:

Cost of Labol
Occupancy and Otht

Restaurant Prof

Restaurant Margi

2009 vs. 200t
Store
Portfolio
2008 Actions Other FX 2009

$ 2,37¢ $ 26 $ 34 $ (382 $ 2,05:

(752) (11) (16) 122 (65€)

(61¢) (6) (6) 97 (533

(742) (6) (9) 122 (63E)
$ 263 $ 3 $ 3 $ (40) $ 22¢

11.1% 11.1%

2008 vs. 200
Store
Portfolio
2007 Actions Other FX 2008

$ 2,507 $ (75 $ (20) $ 47 $ 2,37¢

(751) 17 (29 11 (752)

(65E) 25 (D) 13 (618)

(794) 27 3 22 (742)
$ 307 $ (6) $ (37) $ 1) $ 263

12.2% 11.1%

In 2009, the increase in YRI Company Sales and a@Resit Profit associated with store portfolio atsiovas driven by new unit development partiallyseff by
refranchising and closures. Significant otherdestimpacting Company Sales and/or RestauranttRvefie Company same store sales growth of 1% dhegter averac
guest check, commodity inflation, higher labor edgirimarily wage rate and salary increases) aghdrioccupancy costs.

In 2008, the decrease in YRI Company Sales andaResit Profit associated with store portfolio amsiavas driven by refranchising and closures, fdbrtidfset by nev
unit development. Significant other factors impagtCompany Sales and/or Restaurant Profit wereetimeination of a VAT exemption in Mexico with arstemate«
negative impact of $38 million and $34 million, pestively. An increase in commaodity costs wasiphytoffset by higher average guest check.

China Division

Income / (Expense)

Company Sale

Cost of Sale:

Cost of Labol
Occupancy and Othe

Restaurant Prof

Restaurant Margi

2009 vs. 200¢
Store
Portfolio
2008 Actions Other FX 2009
$ 3,05¢ $ 54¢g $ (22) $ 38 $ 3,622
(1,152 (199 87 (13) (2,277)
(429 (81) 8 4) (500)
(919) (19€) 12 (11) (1,114
$ 564 $ 72 $ 85 $ 10 $ 731
18.4% 20.2%

40




Income / (Expense)

Company Sale

Cost of Sale:

Cost of Labol
Occupancy and Oth¢

Restaurant Prof

Restaurant Margi

2008 vs. 200°

Store
Portfolio
2007 Actions Other FX 2008

2,07t $ 58¢ % 15C 24E $ 3,05¢

(75€) (220) (84) 92 (1,152

(273) (88) (29 (33) (423)

(629) (19€) (21 (73) (919)

417 $ 84 $ 16 47 $ 564
20.1% 18.4%

In 2009, the increase in China Division CompanyeSaind Restaurant Profit associated with stordghioriactions was primarily driven by the developthef new unit
and the acquisition of additional interest in amshsolidation of a former China unconsolidated &ffd during 2009. Significant other factors impegtCompany Sale
and/or Restaurant Profit were Company same stdes daclines of 1% and commodity deflation (prinyachicken) of $61 million.

In 2008, the increase in China Division CompanyeSaind Restaurant Profit associated with stordghioriactions was primarily driven by the developthef new unit
and the consolidation of a former China unconsotdidaffiliate at the beginning of 2008. Signifitanther factors impacting Company Sales and/ord&eant Profit wer
Company same store sales growth of 7% and commiudiation (primarily chicken) of $78 million.




Franchise and license fees and income

% Increase
(Decrease) excluding

% Increase foreign currency
Amount (Decrease translation
2009 2008 2007 2009 2008 2009 2008
u.s. $ 73t $ T2z $ 684 2 5 N/A N/A
YRI 66C 66¢ 582 Q) 15 7 14
China Division 60 70 69 (15) 2 (16) (6)
Unallocatec (32 — — N/A — N/A N/A
Worldwide $ 1,42¢ $ 1,461 $ 1,33¢ 3) 9 1 8

Worldwide Franchise and license fees and incom@®09 included a reduction of $32 million as a testiour reimbursements to KFC franchisees fotahation costs fc
the national launch of Kentucky Grilled Chickentthas not been allocated to the U.S. segment fdomeance reporting purpose

U.S. Franchise and license fees and income for 2002008 was positively impacted by 5% and 2%peesvely, due to the impact of refranchisi

China Division Franchise and license fees and ireefon 2009 and 2008 was negatively impacted by &nth19%, respectively, related to the consolidatibtwo forme
China unconsolidated affiliates. See Not
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General and Administrative Expenses

% Increase
(Decrease) excluding

% Increase foreign currency
Amount (Decrease translation
2009 2008 2007 2009 2008 2009 2008

u.s. $ 482 $ 547 $ 564 (12 3) N/A N/A
YRI 341 371 381 (8) ?3) 2 3)
China Division 20¢ 18¢€ 151 12 24 11 16
Unallocatec 18¢ 23€ 197 (21) 21 N/A N/A
Worldwide $ 1,223 $ 1,347 $  1,29: ) 4 (6) 3

The decreases in U.S. and Unallocated G&A expeliase009 were driven by the actions taken as plaouo U.S. business transformation measures.

In 2008, the decrease in U.S. G&A expenses wadrby refranchising company stores. The increaddnallocated G&A expense was driven by approxitya$S
million of charges associated with G&A productivitytiatives and realignment of resources relatethe U.S. business transformation measures.

The increase in YRI G&A expenses for 2009, exclgdihe impact of foreign currency translation, walweh by increased costs in strategic growth magketimarily
driven by increased headcount.

In 2008, the decrease in YRI G&A expenses, exclydire impact of foreign currency translation, waseh by a reduction in convention and training exges, as well
legal fees.

The increases in China Division G&A expenses fod2@nd 2008, excluding the impact of foreign cucketranslation, were driven by increased compeosatist
resulting from higher headcount in mainland China.

Worldwide Franchise and License Expense

Franchise and license expenses increased 19% th 20tk increase was driven by quality controliatives, increased provision for U.S. past dueivat®es (primarily ¢
KFC and LJS) and higher international franchisevemtion costs.

Franchise and license expenses increased 67% & 20te increase was driven by higher marketinglifug on behalf of franchisees, investments in o18.brands relate
to the U.S. business transformation measures ameédsed provision for past due receivables.
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Worldwide Other (Income) Expense

2009 2008 2007
Equity income from investments in unconsolidatddiafes $ (36) $ (41) $ (51)
Gain upon consolidation of a former unconsolidatfiiate in China@ (68) — —
Gain upon sale of investment in unconsolidatediaii (®)(¢) — (100) (6)
Wrench litigation incom(® — — (113
Foreign exchange net (gain) loss and o — (16) ©)]
Other (income) expent $ (109 $ (157) $ (71
(a) See Note 5 for further discussion of the consoilicedf a former unconsolidated affiliaf
(b) Fiscal year 2008 reflects the gain recognized erstie of our interest in our unconsolidated affiin Japan. See Note
(c) Fiscal year 2007 reflects recognition of incomeoaiged with receipt of payment for a note receleaising from the 2005 sale of our fifty percérterest in th

entity that operated almost all KFCs and Pizza Hufoland and the Czech Republic to our then paitmthe entity
(d) Fiscal year 2007 reflects financial recoveries fregttlements with insurance carriers related asuit settled by Taco Bell Corporation in 20
Worldwide Closure and Impairment Expenses and Refrachising (Gain) Loss

See the Store Portfolio Strategy section for maitl of our refranchising activity and Notes 5 artifor a summary of the components of facilityi@ts and goodwi
impairments by reportable operating segment, resedye.
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Operating Profit

Amount % B/(W)
2009 2008 2007 2009 2008

United State: $ 647 $ 641 $ 68E 1 (6)

YRI 491 52z 474 (6) 10
China Division 602 48C 37& 25 28
Unallocated Franchise and license fees and inc 32 — — NM NM
Unallocated and corporate expen (189) (24¢) (197) 24 (26)
Unallocated Impairment expen (26) — — NM NM
Unallocated Other income (expen 71 117 9 NM NM
Unallocated Refranchising gain (loss) 26 5 11 NM NM
Operating Profi $ 159C $ 1517 $ 1,357 5 12
United States operating mar¢ 14.5% 12.5% 13.2% 2.C ppts. (0.7) ppts.
International Division operating marg 18.1% 17.1% 15.4% 1.C ppts. 1.7 ppts.

U.S. Operating Profit increased 1% in 2009. Thedase was driven by the G&A savings from the astimken as part of our U.S. business transformatieasures al
improved restaurant operating costs, primarily einiby commodity deflation. These increases wergglis offset by same store sales declines.

U.S. Operating Profit decreased 6% in 2008. Thwedse was driven by higher restaurant operatists@nd higher closure and impairment expensesalbaoffset by
the impact of same store sales growth on Resta@mafit (primarily due to higher average guest é)emd Franchise and license fees. The increasestaurant operatil
costs was primarily driven by higher commodity sost

YRI Operating Profit decreased 6% in 2009, inclgdam 11% unfavorable impact from foreign curren@nslation. Excluding the unfavorable impact fréoneigr
currency translation, YRI Operating Profit incredi®6 in 2009. The increase was driven by the impédranchise net unit development on franchisd rense fee
partially offset by a $12 million goodwill impairmecharge related to our Pizza Hut South Korea etark

YRI Operating Profit increased 10% in 2008, inchgla 2% favorable impact from foreign currency $tation. The increase was driven by the impacamhe store sal
growth and net unit development on Franchise arehfie fees. These increases were partially dffstte loss of the VAT exemption in Mexico.

China Division Operating Profit increased 25% ir020including a 2% favorable impact from foreignrremcy translation. The increase was driven byitheact o
commodity deflation and new unit development, @édistioffset by higher G&A expenses.

China Division Operating Profit increased 28% ird&0including an 11% favorable impact from foreigurrency translation. The increase was drivenHeyimpact c
same store sales growth and net unit developmeRtestaurant Profit. The increase was partiallgetfby higher restaurant operating costs and higi8gx expenses.

Unallocated Franchise and license fees and incam&@d09 reflects our reimbursements to KFC fraredssfor installation costs of ovens for the natidaanch o
Kentucky Grilled Chicken that have not been alledab the U.S. segment for performance reportirrggses.

Unallocated and corporate expenses decreased 22@0fhdue to the current year G&A savings attriblgao, and the lapping of costs associated witl,2008 actior
taken as part of our U.S. business transformatieasures.
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Unallocated and corporate expenses increased 208 due to costs associated with the U.S. busimassformation measures, partially offset by loanual incentiv
compensation expenses.

Unallocated impairment expense in 2009 include&6arsillion charge related to a goodwill impairmehtrge related to LIS/A&W U.S. goodwiill.

Unallocated Other income (expense) in 2009 inclwd®68 million gain recognized upon acquisitioradtlitional ownership in, and consolidation of, émity that operatt
KFCs in Shanghai, China, and 2008 includes a $1illbmgain recognized on the sale of our inteiiesbur unconsolidated affiliate in Japan. See Note

Interest Expense, Net

2009 2008 2007
Interest expens $ 21z $ 252 $ 19¢
Interest incom (18 (27 (33
Interest expense, n $ 194 $ 22€ $ 16€

Interest expense, net decreased $32 million or I¥2009. The decrease was driven by a declinaterést rates on the variable portion of our defut a decrease
borrowings as compared to prior year.

Interest expense, net increased $60 million or 862008. The increase was driven by an increag®irowings in 2008 compared to 2007, partiallyseffby a decrease
interest rates on the variable portion of our debt.

Income Taxes

2009 2008 2007
Reportec
Income taxe: $ 313 $ 31¢ $ 282
Effective tax rate 22.%% 24.1% 23.7%
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The reconciliation of income taxes calculated attthS. federal tax statutory rate to our effectaserate is set forth below:

2009 2008 2007

U.S. federal statutory ra 35.(% 35.(% 35.(%
State income tax, net of federal tax ben 1.C 0.€ 1.C
Foreign and U.S. tax effects attributable to fonedgperations (11.9) (14.£ (5.7
Adjustments to reserves and prior ye (0.6) 3.t 2.€
Valuation allowance additions (reverse (0.7) 0.€ 9.0
Other, ne! (0.9 (0.5 (0.2)

22.4% 24. 1% 23.1%

Effective income tax rat

Our 2009 effective tax rate was positively impachgdthe year-over-year change in adjustments terves and prior years (including certain outyefr adjustments tt
decreased our effective tax rate by 1.6 percertagegs in 2009).Benefits associated with our foreign and U.S.afigcts attributable to foreign operations decrdassu
prior year as a result of withholding taxes ass®d with the distribution of intercompany dividendnd an increase in tax expense for certain foreigrkets. The:
increases were partially offset by lapping a 20fBe@se associated with our plan to distribute geffiareign earnings. Our 2009 effective tax ratasvalso positive
impacted by the reversal of foreign valuation abmwes associated with certain deferred tax adsatsve now believe are more likely than not to bkzed on future ta
returns. Additionally, our rate was lower as aufesf lapping the 2008 gain on the sale of oueiiast in our unconsolidated affiliate in Japan.

Our 2008 effective income tax rate was negativeipacted versus 2007 by lapping valuation allowaeeersals made in the prior year as discussed beltis negativ
impact was partially offset by the reversal of fgrevaluation allowances in the current year asgedi with certain deferred tax assets that we nelie\® are more like
than not to be utilized on future tax returns. Riddally, the effective tax rate was negativelypatted by the year-oveear change in adjustments to reserves and
years (including certain out-gfear adjustments that increased our effective && by 1.8 percentage points in 2008). Benefito@ated with our foreign and U.S.
effects attributable to foreign operations posigivienpacted the effective tax rate as a resultapiping 2007 expenses associated with the distoibwdf an intercompar
dividend and adjustments to our deferred tax ba&suleat resulted from the Mexico tax law changdueher discussed below, as well as a higher pgace of our incon
being earned outside the U.S. These benefits wargally offset in 2008 by the gain on the saleoof interest in our unconsolidated affiliate irppda and expen
associated with our plan to distribute certain ifgmeearnings. We also recognized deferred taxta$sethe net operating losses generated by oetidai planning strategi
implemented in 2008 included in foreign and U.& &dfects attributable to foreign operations (1atgentage point impact). However, we provided la Vfaluatior
allowance on these assets as we do not beliegenibre likely than not that they will be realizexthe future.

Our 2007 effective income tax rate was positivehpacted by valuation allowance reversals. In Ddmn2007, the Company finalized various tax plagrstrategie
based on completing a review of our internatio@rations, distributed a $275 million intercompaliyidend and sold our interest in our Japan uncigested affiliate. A
a result, in the fourth quarter of 2007, we reverapproximately $82 million of valuation allowancessociated with foreign tax credit carryovers #rat more likely the
not to be claimed on future tax returns. In 2088hefits associated with our foreign and U.S. féeces attributable to foreign operations were riegdy impacted by $3
million of expense associated with the $275 milliotrercompany dividend and approximately $20 millf expense for adjustments to our deferred téanas as a res
of the Mexico tax law change enacted during thetfoquarter of 2007.
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Adjustments to reserves and prior years includeefffiects of the reconciliation of income tax amaurgcorded in our Consolidated Statements of Inctom@mount
reflected on our tax returns, including any adjwestts to the Consolidated Balance Sheets. Adjugsrerreserves and prior years also includes claimgeax reserve
including interest thereon, established for potdrgixposure we may incur if a taxing authority tleeposition on a matter contrary to our positittle evaluate the
reserves on a quarterly basis to ensure that theg been appropriately adjusted for events, inolydiudit settlements that we believe may impacteaposure.

Consolidated Cash Flows

Net cash provided by operating activitiesvas $1,404 million compared to $1,521 million in080 The decrease was primarily driven by highersfen contribution:
partially offset by higher net income.

In 2008, net cash provided by operating activities $1,521 million compared to $1,55hillion in 2007. The decrease was primarily driv@nhigher interest paymel
and pension contributions.

Net cash used in investing activitiewas $727 million versus $641 million in 2008. Tiherease was driven by the acquisition of an irgeire Little Sheep, as discusse!
Note 5, lower proceeds from refranchising and selggoperty, plant and equipment, partially offegtlower capital spendin

In 2008, net cash used in investing activities $@$1 million versus $416 million in 2007. The iease was driven by higher capital spending in 208@8the lapping ¢
proceeds from the sale of our interest in the Japaonsolidated affiliate in 2007, partially offést the year-oveyear change in proceeds from refranchising of teatas.

In December 2007, we sold our interest in our usotidated affiliate in Japan for $128 million (indees the impact of related foreign currency comsréitat were settled
December 2007). The international subsidiary thabed this interest operates on a fiscal calendtr a period end that is approximately one monthHierathan ou
consolidated period close. Thus, consistent with lastorical treatment of events occurring durthg lag period, the prex gain on the sale of this investment of ¢
million was recorded in the first quarter of 2008owever, the cash proceeds from this transactierewrransferred from our international subsidiarythe U.S. i
December 2007 and were thus reported on our Calagetl Statement of Cash Flows for the year endeébeer 29, 2007.

Net cash used in financing activitiesvas $542 million versus $1,459 million in 2008. eTthecrease was driven by a reduction in share cbpses, partially offset by 1
payments on debt.

In 2008, net cash used in financing activities $4159 million versus $678 million in 2007. Therease was driven by lower net borrowings, higlhere repurchas
and higher dividend payments in 2008.

Consolidated Financial Condition
The acquisition of additional ownership in, and sadidation of, a former unconsolidated affiliatettoperates the KFCs in Shanghai, China during 26facted ot

Consolidated Balance Sheet at December 26, 2088.N86te 5 for a discussion of this transaction@sdmmary of the assets acquired and liabilitissmgd as a result
the acquisition and consolidation.
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Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatestantial cash flows from the operations of @mpany stores and from our substantial franchggrations whic
require a limited YUM investment. In each of tlastl eight fiscal years, net cash provided by opeyactivities has exceeded $1.1 billion. We expbese levels of n
cash provided by operating activities to continnehie foreseeable future. However, unforeseen tlows in our business could adversely impact oshdéows fron
operations from the levels historically realized.

In the event our cash flows are negatively impadigdbusiness downturns, we believe we have thatyald temporarily reduce our discretionary speigdimithou
significant impact to our longerm business prospects. Our discretionary spgridiudes capital spending for new restauranguiadtions of restaurants from franchist
repurchases of shares of our Common Stock andetidisl paid to our shareholders. Additionally, adDetember, 2009 we had approximately $1.3 billiorunuse
capacity under our revolving credit facilities tleaipire in 2012, primarily related to a domesticilfey.

Our China Division and YRI represent more than 66P4he Companys operating profit and both generate a significambunt of positive cash flows that we h
historically used to fund our international devetemt. To the extent we have needed to repatmgeniational cash to fund our U.S. discretionarghcgpending, includir
share repurchases, dividends and debt repaymemtsave historically been able to do so in a taicieffit manner. As a result of our substantialrimiional development
significant amount of nowash undistributed earnings in our foreign subsieliais considered indefinitely reinvested as ot@®uber 26, 2009. If we experience
unforeseen decrease in our cash flows from our buSiness or are unable to refinance future U.Bt deturities we may be required to repatriate rimternatione
earnings at tax rates higher than we have histtyrieaperienced.

We are currently managing our cash and debt pasitin order to maintain our current investment graatings from Standard & Poor’s Rating ServiceBEB anc
Moody’s Investors Service (Baa3). As a commitment tontaaing our investment grade rating we improved oapital structure by extending our scheduled
maturities while reducing our debt outstanding dgr2009. Additionally, we funded $280 million ofirunfunded pension obligation and did not repusehshares of o
Common Stock. Subsequent to year end, we have szbuepurchasing shares of our Common Stock. Homweeebelieve we can do so while maintaining a e
structure that allows us to remain an investmeatigrborrower. While we do not anticipate a dowdgri our credit rating, a downgrade would incretimeCompanyg
current borrowing costs and could impact the Comgmability to access the credit markets if necess&ased on the amount and composition of our debBecember 2
2009, which included a minimal amount outstandingar our credit facilities, our interest expensauldanot materially increase on a full year basisuti we receive
one-level downgrade in our ratings.

Discretionary Spending

During 2009, we invested $797 million in our busises, including approximately $275 million in theSU $232 million for the International Division&$290 million fo
the China Division. For 2010, we estimate camgnding will be approximately $1 billion.

During the year ended December 26, 2009, we pal dvidends of $362 million. Additionally, on Nember 20, 2009 our Board of Directors approved cigdends o
$0.21 per share of Common Stock to be distribute@ebruary 5, 2010 to shareholders of record atlibee of business on January 15, 2010. The Coynigaargeting a
ongoing annual dividend payout ratio of 35% - 40P6e&t income.

The Company did not repurchase shares of our Com&took during 2009. As of December 26, 2009, weeh®300 million (excluding applicable transactices
available for future repurchases under a sharercbpse authorization that expires in September 2010
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Borrowing Capacity

Our primary bank credit agreement comprises a $lillibn syndicated senior unsecured revolving dréatility (the “Credit Facility”) which matures in November 2C
and includes 23 participating banks with commitrseanging from $20 million to $113 million. We le the syndication reduces our dependency oroaeyank.

Under the terms of the Credit Facility, we may barrup to the maximum borrowing limit, less outstamgdletters of credit or banker'acceptances, where applicable
December 26, 2009, our unused Credit Facility eate#975 million net of outstanding letters of cteafi $170 million. There were borrowings of $5 kwih outstandin
under the Credit Facility at December 26, 2009¢e Trterest rate for borrowings under the Creditilfgganges from 0.25% to 1.25% over the Londotethank Offere
Rate (“LIBOR”) or is determined by an Alternate Base Rate, wisdhé greater of the Prime Rate or the Federal $&ade plus 0.50%. The exact spread over LIBC
the Alternate Base Rate, as applicable, dependsuoperformance under specified financial critetfiaterest on any outstanding borrowings underGhedit Facility i
payable at least quarterly.

We also have a $350 million, syndicated revolvinedit facility (the “International Credit Facilitypr “ICF”) which matures in November 2012 and includes 6 barits
commitments ranging from $35 million to $90 millioWe believe the syndication reduces our dependenany one bank. There was available credit3&0$million ant
no borrowings outstanding under the ICF at the @m2D09. The interest rate for borrowings under HBF ranges from 0.31% to 1.50% over LIBOR orédsetimined by
Canadian Alternate Base Rate, which is the greztére Citibank, N.A., Canadian Branch’s publiciyr@unced reference rate or the “Canadian Dollae® Rate’plus
0.50%. The exact spread over LIBOR or the Canaditarnate Base Rate, as applicable, depends upév’¥ performance under specified financial criterrgetest o
any outstanding borrowings under the ICF is payableast quarterly.

The Credit Facility and the ICF are unconditionallyaranteed by our principal domestic subsidiarfedditionally, the ICF is unconditionally guaraateby YUM. Thes
agreements contain financial covenants relatingiaintenance of leverage and fixed charge coveratigsrand also contain affirmative and negativeecawts including
among other things, limitations on certain addigibimdebtedness and liens, and certain other tctiosa specified in the agreement. Given the Camwijsabalance she
and cash flows we were able to comply with all daitenant requirements at December 26, 2009 wittnaiderable amount of cushion.

The majority of our remaining longerm debt primarily comprises Senior Unsecured Blotéh varying maturity dates from 2011 through 2G8d stated interest ra
ranging from 4.25% to 8.88%. The Senior UnseciNetes represent senior, unsecured obligations amil equally in right of payment with all of our stihg and futur
unsecured unsubordinated indebtedness. Amourgsaoding under Senior Unsecured Notes, reflectiegeivents described below, were $2.9 billion atdbsmer 26, 200

During the second quarter of 2009 we repurchaseib6Ensecured Notes due July 1, 2012 with an aggeeprincipal amount of $137 million.

In August 2009, we issued $250 million aggregateqgipal amount of 4.25% Senior Unsecured Notes dhatdue in September 2015 and $250 million aggeegr@ncipa
amount of 5.30% Senior Unsecured Notes that arérd8eptember 2019. We used the proceeds fronssuance of these Senior Unsecured Notes to repayiable rat
senior unsecured term loan in an aggregate prihaipaunt of $375 million that was scheduled to main 2011 and to make discretionary payments topeasion plar
in the fourth quarter of 2009.

Our Senior Unsecured Notes, Credit Facility, anB Bll contain crosslefault provisions, whereby a default under antheke agreements constitutes a default undel
of the other agreements.
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Contractual Obligations

In addition to any discretionary spending we magasge to make, our significant contractual obligagiand payments as of December 26, 2009 included:

Less than 1 More than 5

Total Year 1-3 Years 3-5 Years Years
Long-term debt obligation®@ $ 4,844 $ 178 $ 1,207 $ 25¢ $ 3,201
Capital lease® 40¢ 67 51 48 243
Operating lease® 4,67¢ 53¢ 93¢ 778 2,42¢
Purchase obligatior© 737 551 172 11 2
Other(©) 50 22 11 7 10
Total contractual Ob”gatior $ 10,715 $ 1,35: $ 2,38( $ 1,10; $ 5,88(
(a) Debt amounts include principal maturities and expednterest payments. Rates utilized to deternmierest payments for variable rate debt are basethe

LIBOR forward yield curve. Excludes a fair valugjestment of $36 million included in debt relatedinterest rate swaps that hedge the fair value pdrtion o
our debt. See Note 1

(b) These obligations, which are shown on a nominakbealate to nearly 6,200 restaurants. See Nt

(c) Purchase obligations include agreements to purajasés or services that are enforceable and lepailying on us and that specify all significantter including
fixed or minimum quantities to be purchased; fixednimum or variable price provisions; and the apimate timing of the transaction. We have exctl
agreements that are cancelable without penaltych@ge obligations relate primarily to informatimthnology, marketing, commodity agreements, pureba
property, plant and equipment as well as consyltimgntenance and other agreeme

(d) Other consists of 2010 pension plan funding obidyet the current portion of liabilities for unrepozed tax benefits and projected payments for roed
compensatior

We have not included in the contractual obligatitaise approximately $264 million for lortgrm liabilities for unrecognized tax benefits f@rious tax positions we hg
taken. These liabilities may increase or decrease time as a result of tax examinations, andrgthe status of the examinations, we cannot rgliabtimate the period
any cash settlement with the respective taxingaittes. These liabilities also include amountstthare temporary in nature and for which we angighat over time the
will be no net cash outflow.

We sponsor noncontributory defined benefit pengilams covering certain salaried and hourly empley#ee most significant of which are in the U.Sd &hK. The mos
significant of these plans, the YUM Retirement P(dre “Plan”),is funded while benefits from the other U.S. plams paid by the Company as incurred. Our fun
policy for the Plan is to contribute annually amtsuthat will at least equal the minimum amountsurezgl to comply with the Pension Protection Ac2606. Howeve
additional voluntary contributions are made fromdito time as are determined to be appropriatmpsdve the Plan’s funded statu&t December 26, 2009, the Plan \
in a net underfunded position of $83 million. Basm the current funding status of the Plan, wé mat be required to make minimum contribution®2010. Investme
performance and corporate bond rates have a signtfieffect on our net funding position as theyeliour asset balances and discount rate assumgtignre changes
investment performance and corporate bond ratelsl @mpact our funded status and the timing and amsoaf required contributions beyond 2010.
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The U.K. pension plans are in a net underfundedipnf $29 million at our 2009 measurement d&te have committed to making discretionary fundingtabutions o
$15 million to one of these plans in 2010 and #m®unt is included in our contractual obligatioaisié above.

Our post-retirement plan in the U.S. is not reqiiite be funded in advance, but is pay as you ge. nvéide postetirement benefit payments of $6 million in 200& anc
future funding amounts are included in the contrakobligations table. See Note 15 for furthemdstabout our pension and post-retirement plans.

We have excluded from the contractual obligati@ide payments we may make for exposures for whietare self-insured, including workex@mpensation, employme
practices liability, general liability, automobiliebility, product liability and property losseso(tectively “property and casualty losses”) and éoype healthcare and long-
term disability claims. The majority of our recedlliability for self-insured employee healthcdmg-term disability and property and casualty loss@sasents estimat
reserves for incurred claims that have yet to leel for settled.

Off-Balance Sheet Arrangements

We have provided a partial guarantee of approxity&ie5 million of a franchisee loan program useiinarily to assist franchisees in the developmente# restauran
and, to a lesser extent, in connection with the @amy’s historical refranchising programs at December2889. We have also provided two letters of creatialing
approximately $23 million in support of the fran®dé loan program. One such letter of credit cteldused if we fail to meet our obligations under guarantee. Tt
other letter of credit could be used, in certaitwinstances, to fund our participation in the fugdof the franchisee loan program. The total loamstanding under tl
loan pool were $54 million at December 26, 2009.

Our unconsolidated affiliates had approximately $#lion and $50 million of debt outstanding asécember 26, 2009 and December 27, 2008, resplctive
New Accounting Pronouncements Not Yet Adopted

In January 2010, the Financial Accounting Stand&uisrd (“FASB”)issued new guidance and clarifications for imprguitisclosures about fair value measurements.
guidance requires enhanced disclosures regardingfars in and out of the levels within the failueahierarchy. Separate disclosures are requinettdnsfers in and out
Level 1 and 2 fair value measurements, and thensaf®r the transfers must be disclosed. In thermeiliation for Level 3 fair value measurementparate disclosures i
required for purchases, sales, issuances, anémetits on a gross basis. We do not anticipatadbgtion of this guidance to materially impact @©empany. The ne
disclosures and clarifications of existing disclesuare effective for interim and annual reportpagiods beginning after December 15, 2009, excapthe disclosure
about purchases, sales, issuances, and settlemethis roll forward of activity in Level 3 fair vab measurements, which are effective for interird annual reportir
periods beginning after December 15, 2010.

In June 2009, the FASB issued guidance on transfedsservicing of financial assets, requiring mor®rmation about transfers of financial assetémiglating the
qualifying special purpose entity concept, chandhmgrequirements for derecognizing financial asset requiring additional disclosures. The FAS® &sued guidan
for determining whether an entity is a variableemest entity, that modifies the methods alloweddetermining the primary beneficiary of a varialiterest entity, requir
ongoing reassessments of whether an enterpriskeipiimary beneficiary of a variable interest gntiind requires enhanced disclosures related tongerpeises
involvement in a variable interest entity. The piilan of this guidance may require the Company dasolidate an entity that provides loans used pilyngo assis
franchisees in the development of new restaurardsta a lesser extent, in connection with the Camyfs historical refranchising programs. If consolidatof this entit
is required, the Company’s lortgrm debt will increase by approximately $54 milliwith a corresponding increase to receivable® Mgte 21 for additional informati
regarding this franchisee loan program. This guigais effective for the first annual reportingipdrthat begins after November 15, 2009, our fi€Hl0.
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Critical Accounting Policies and Estimates

Our reported results are impacted by the applinatib certain accounting policies that require usrtake subjective or complex judgments. These jdgminvolvi
estimations of the effect of matters that are irh#y uncertain and may significantly impact ouadarly or annual results of operations or finahc@ndition. Changes
the estimates and judgments could significantlg@fbur results of operations, financial conditaord cash flows in future years. A description ¢fatvwe consider to |
our most significant critical accounting policiesléws.

Impairment or Disposal of Lorgived Assets

We review our londived assets of restaurants (primarily PP&E andcalted intangible assets subject to amortizatiosi) are currently operating and have not beened
for refranchise sem&nnually for impairment, or whenever events or gfesnin circumstances indicate that the carryinguarhof a restaurant may not be recoverable.
evaluate recoverability based on the restausaiorecasted undiscounted cash flows, which inaatgoour best estimate of sales growth and margpravement bast
upon our plans for the unit and actual resultsoatgarable restaurants. For restaurant assetarthaiot deemed to be recoverable, we write dowimaaired restaurant
its estimated fair market value. Key assumptionshie determination of fair value are the after-tash flows and discount rate. The after-cash flows incorpore
reasonable sales growth and margin improvementngstgens that would be used by a franchisee in #terdhination of a purchase price for the restaur&stimates ¢
future cash flows are highly subjective judgmemtd aan be significantly impacted by changes inbilrginess or economic conditions.

We perform an impairment evaluation at a restaugaotip level if there is an expectation that wd véfranchise the restaurants as a group. Thepeaiiment evaluatior
are generally performed at the date such restauamnet offered for sale. Expected net sales precaes generally based on actual bids from the bufevailable, o
anticipated bids given the discounted projectedrétix cash flows for the restaurant or group efaerants. The aftéax cash flows used in determining the anticip
bids incorporate reasonable assumptions we betidv@nchisee would make such as sales growth amgimianprovement as well as expectations as tauedul lives o
the restaurant assets. Historically, these armtiegpbids have been reasonably accurate estimatidghe proceeds ultimately received.

The discount rate used in the fair value calculetics our estimate of the required rate of retdnat & franchisee would expect to receive when m@sidly a simile
restaurant or groups of restaurants and the relategiived assets. The discount rate incorporates mattesturns for historical refranchising marketnsactions and
commensurate with the risks and uncertainty inhdrethe forecasted cash flows.

We have certain definitived intangible assets that are not attributabla specific restaurant, such as the LJS and A&dletmark/brand intangible assets and fran
contract rights, which are amortized over theireotpd useful lives. We base the expected usefes lof our trademark/brand intangible assets onmaber of factor
including the competitive environment, our futuevdlopment plans for the applicable Concept andethel of franchisee commitment to the Concept. §¥eerally bas
the expected useful lives of our franchise contragttts on their respective contractual terms idizig renewals when appropriate.

These definitdived intangible assets are evaluated for impaitmérenever events or changes in circumstancesateltbat the carrying amount of the intangible tssg
not be recoverable. An intangible asset that esvdedl impaired is written down to its estimated Yaitue, which is based on discounted after-cash flows. For purpos

of our impairment analysis, we update the cashdltvat were initially used to value the definliteed intangible asset to reflect our current esties and assumptions o
the asset’s future remaining life.

See Note 2 for a further discussion of our poliegarding the impairment or disposal of propertgnpland equipment.
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Impairment of Goodwill

We evaluate goodwill for impairment on an annuai®ar more often if an event occurs or circumstanchange that indicates impairment might existodwvill is
evaluated for impairment through the comparisofaofvalue of our reporting units to their carryimglues. Our reporting units are our operatingreags in the U.S. a
our business units internationally (typically inidival countries). Fair value is the price a wilibuyer would pay for the reporting unit, and ingelly estimated usii
discounted expected future after-tax cash flowmfommpany operations and franchise royalties.

Future cash flow estimates and the discount ratetlze key assumptions when estimating the fairevalfia reporting unit. Future cash flows are basedgrowtt
expectations relative to recent historical perfangeand incorporate sales growth and margin impneve assumptions that we believe a buyer wouldnagswhel
determining a purchase price for the reporting.ufilhe assumptions that factor into the discoumtesh flows are highly correlated as cash flow ghoedn be achiev
through various interrelated strategies such aduymtopricing and restaurant productivity initiaivelhe discount rate is our estimate of the reduiege of return that
third-party buyer would expect to receive when purchasimgisiness from us that constitutes a reporting We believe the discount rate is commensuraté thie risk
and uncertainty inherent in the forecasted cashsflo

Except for the LIS/A&WJ.S. and Pizza Hut South Korea reporting unitsudised below, the fair value of each of our othporéng units was substantially in excess ¢
respective carrying value as of the 2009 goodwilairment test that was performed at the beginofripe fourth quarter. YUM recorded goodwill impaent charges
$26 million and $12 million for our LIS/A&WY.S. and Pizza Hut South Korea reporting unitspeesvely, as the carrying value of these reportings exceeded their fi
values. The fair value of the LIS/A&W-U.S. repogiunit was based on our discounted expected ttecash flows from the future royalty stream, ofeG&A, expecte
to be earned from the underlying franchise agre¢snefhese cash flows incorporated a decline inréuprofit expectations for our LIS/A&W-S. reporting unit, whic
were due in part to the impact of a reduced emph@simulti-branding as a lonigrm U.S. growth strategy. The fair value of thizzB Hut South Korea reporting unit v
based on the discounted expected after-tax fumshk flows from company operations and franchiselt@s for this reporting unit. Our expectatiorisfiertax cash flow
for this business were negatively impacted by repeofit declines for this reporting unit.

See Note 2 for a further discussion of our policeggarding goodwill.
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Allowances for Franchise and License Receivables/éees

Franchise and license receivable balances inclogalties, initial fees as well as other ancillagceivables such as rent and fees for support ssrviOur reserve f
franchisee or licensee receivable balances is bagend predefined aging criteria or upon the occurrence deotevents that indicate that we may not colleetlihlanc
due. This methodology results in an immaterial amt@f unreserved past due receivable balancegegmber 26, 2009. As such, we believe our allowdacfranchis
and license receivables is adequate to cover patexjposure from uncollectible receivable balareeBecember 26, 2009.

We have historically issued certain guaranteeseiral of franchisees primarily as a result of 19igising our interest in obligations under operafeases, primarily as
condition to the refranchising of certain Compaegtaurants, 2) facilitating franchisee developnaent 3) equipment financing arrangements to fatdlithe launch of ne
sales layers by franchisees. We recognize a itigfdr the fair value of such guarantees upon jicen of the guarantee and upon any subsequentficetéin, such &
renewals, when we remain contingently liable. Tdievalue of a guarantee is the estimated amouwnthéch the liability could be settled in a currgrdnsaction betwe:
willing unrelated parties.

The potential total exposure for lease assignmisrggnificant when aggregated, with approxima®25 million representing the present value, disted at our preax
cost of debt, of the minimum payments of the assigieases at December 26, 2009. Current franchiaee the primary lessees under the vast majofitthese
leases. Additionally, we have guaranteed approtéma40 million of franchisee loans of various gmpoent programs. We generally have crdsfault provisions wit
these franchisees that would put them in defaultheir franchise agreement in the event of pagment under assigned leases and certain of thpragnt loal
programs. We believe these crafault provisions significantly reduce the riskthve will be required to make payments under tigeseantees and, historically, we h
not been required to make significant paymentgt@rantees. If payment on these guarantees bequolgsble and estimable, we record a liabilitydar exposure und
these guarantees. At December 26, 2009, we ha@ded an immaterial liability for our exposure endhese guarantees which we consider to be prebaix
estimable. If we begin to be required to perfomder these guarantees to a greater extent, oltse$wperations could be negatively impacted.

See Note 2 for a further discussion of our policegarding franchise and license operations.
See Note 21 for a further discussion of our guaest

Self-Insured Property and Casualty Losses

We record our best estimate of the remaining apsettle incurred selfisured property and casualty losses. The estimdtased on the results of an independent act
study and considers historical claim frequency sewkrity as well as changes in factors such adosiness environment, benefit levels, medical caststhe regulato
environment that could impact overall sgifurance costs. Additionally, a risk margin toeeounforeseen events that may occur over the akyears it takes for claims
settle is included in our reserve, increasing anfidence level that the recorded reserve is adequa

See Note 21 for a further discussion of our inscegorograms.
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Pension Plans

Certain of our employees are covered under defirefit pension plans. The most significant oséhplans are in the U.S. We have recorded therdfudded status
$175 million for these U.S. plans as a pensionilltghin our Consolidated Balance Sheet as of Delmen?6, 2009. These U.S. plans had a projectedfiberbligatior
(“PBO”) of $1,010 million and a fair value of plassets of $835 million at December 26, 2009.

The PBO reflects the actuarial present value obatiefits earned to date by employees and incagmessumptions as to future compensation lel@l® to the relativel
long time frame over which benefits earned to dageexpected to be paid, our PBQ@re highly sensitive to changes in discount rakes our U.S. plans, we measured
PBO using a discount rate of 6.3% at December 2692 This discount rate was determined with thestence of our independent actuary. The primasisbfor ou
discount rate determination is a model that cosgifta hypothetical portfolio of ten or more corpier debt instruments rated Aa or higher by Moedyith cash flows th.
mirror our expected benefit payment cash flows urttie plans. We excluded from the model those aate debt instruments flagged by Moaslyfbr a potenti
downgrade and bonds with yields that were two steshdeviations or more above the mean. In conisiggrossible bond portfolios, the model allows ltoad cash flow
for a particular year to exceed the expected benafh flows for that year. Such excesses araresuo be reinvested at appropriate gaer forward rates and usec
meet the benefit cash flows in a future year. Wieeghtedaverage yield of this hypothetical portfolio wagdgo arrive at an appropriate discount rate. \&%e ensure th.
changes in the discount rate as compared to tle year are consistent with the overall changer@vailing market rates and make adjustments asssape A 50 basi
point increase in this discount rate would haverezsed our U.S. planBBO by approximately $73 million at our measurendate. Conversely, a 50 basis point deci
in this discount rate would have increased our pl&hs’ PBO by approximately $84 million at our reeeement date.

The pension expense we will record in 2010 is aigoacted by the discount rate we selected at owsorement date. We expect pension expense fod &irplans t
increase approximately $2 million to $41 million2010. The increase is primarily driven by incesag amortization of net loss and interest cqsastially offset by
higher expected return on plan assets due to isesein the plan assets balance during 2009. AaSB Ipoint change in our discount rate assumpti@uameasureme
date would impact our 2010 U.S. pension expensappyoximately $13 million.

The assumption we make regarding our expected temg-rates of return on plan assets also impaatpension expense. Our estimated |loegn rate of return on U.
plan assets represents the weighted-average ofibatreturns for each asset category, adjustedriassessment of current market conditions. eXpected londerm rat
of return on U.S. plan assets, for purposes ofragieng 2010 pension expense, at December 26, 2@897.75%. We believe this rate is appropriatemithe compositic
of our plan assets and historical market returesetbn. A one percentage point increase or decheang expected longerm rate of return on plan assets assumption v
decrease or increase, respectively, our 2010 W&iSsipn plan expense by approximately $9 million.

The losses our U.S. plan assets have experientedy with a decrease in discount rates over tinaghargely contributed to an unrecognized aenet loss of $3¢
million included in Accumulated other comprehensiveome (loss) for the U.S. plans at December P692 For purposes of determining 2009 expensefundted statt
was such that we recognized $13 million of net losset periodic benefit cost. We will recognizgpeoximately $23 million of such loss in 2010.

See Note 15 for further discussion of our pensiwh gost-retirement plans.
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Stock Options and Stock Appreciation Rights Expense

Compensation expense for stock options and stopkeafation rights (“SARs”) is estimated on the drdate using a Blackcholes option pricing model. Our spec
weighted-average assumptions for the figle interest rate, expected term, expected vibjatihd expected dividend yield are documented @teNL6. Additionally, w
estimate prevesting forfeitures for purposes of determining pemsation expense to be recognized. Future exmemeants for any particular quarterly or annuaiqu
could be affected by changes in our assumptiondanges in market conditions.

We have determined that it is appropriate to group awards into two homogeneous groups when estihaixpected term and pxesting forfeitures. These grot
consist of grants made primarily to restaurantdl@mployees under our Restaurant General Managek $2ption Plan (the “RGM Plan'gnd grants made to executi
under our other stock award plans. Historicalppraximately 10% - 15% of total options and SARamged have been made under the RGM Plan.

Grants under the RGM Plan typically cliff vest afteur years and grants made to executives undeother stock award plans typically have a gradesting schedule a
vest 25% per year over four years. We use a singlghtedaverage expected term for our awards that havadedrvesting schedule. We reevaluate our expéeten
assumptions using historical exercise and posing&mployment termination behavior on a regulasi©aBased on the results of this analysis, wee ld@termined th:
five years and six years are appropriate expeeteast for awards to restaurant level employees amrdéecutives, respectively.

Upon each stock award grant we reevaluate the &gbemlatility, including consideration of both tasical volatility of our stock as well as impliaalatility associate
with our traded options. We have estimated faufeis based on historical data. Based on such datdelieve that approximately 50% of all awardanged under tt
RGM Plan will be forfeited and approximately 25%adifawards granted to above-store executivesheilforfeited.

Income Taxes

At December 26, 2009, we had a valuation allowafcg187 million primarily to reduce our net operatiloss and tax credit carryforward benefits of (badllion, as wel
as our other deferred tax assets, to amounts thiatnare likely than not be realized. The net aérg loss and tax credit carryforwards exist iatestand foreig
jurisdictions that have varying carryforward pesoand restrictions on usage, including approxirga$dl10 million in certain foreign jurisdictions thenay be carrie
forward indefinitely. The estimation of future &ble income in these jurisdictions and our resgltability to utilize net operating loss and taxditecarryforwards ce
significantly change based on future events, indgidur determinations as to the feasibility oftaér tax planning strategies. Thus, recorded ‘elnallowances may |
subject to material future changes.

As a matter of course, we are regularly auditeddoleral, state and foreign tax authorities. Wegeize the benefit of positions taken or expectetid taken in our te
returns in our Income tax provision when it is mbkely than not (i.e. a likelihood of more tharftfi percent) that the position would be sustainpdruexamination t
these tax authorities. A recognized tax posit®then measured at the largest amount of benefitgtgreater than fifty percent likely of beinglized upon settlement.
December 26, 2009, we had $301 million of unrecoephitax benefits, $259 million of which, if recoged, would affect the effective tax rate. We easuunrecognize
tax benefits, including interest thereon, on a tgrlyr basis to ensure that they have been apptepriadjusted for events, including audit settletaewhich may impact o
ultimate payment for such exposures.

Additionally, we have not recorded the deferreditapact for certain undistributed earnings from fareign subsidiaries totaling approximately $87#ion at Decembe
26, 2009, as we believe these amounts are indgfimiginvested. If our intentions were to changéhie future based on a change in circumstancésrrdd tax may need
be provided that could materially impact incomeetax

See Note 19 for a further discussion of our inceaxes.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The Company is exposed to financial market risks®eiated with interest rates, foreign currency exgfe rates and commodity prices. In the normalssoaf business a
in accordance with our policies, we manage theses through a variety of strategies, which maytdelthe use of derivative financial and commodistriuments to hed
our underlying exposures. Our policies prohibé tise of derivative instruments for trading purposed we have procedures in place to monitor antta their use.

Interest Rate Risk

We have a market risk exposure to changes in istteeges, principally in the U.S. We attempt tanimize this risk and lower our overall borrowingst® through t
utilization of derivative financial instruments,iparily interest rate swaps. These swaps are ethtieto with financial institutions and have redates and critical terr
that match those of the underlying debt. Accorllingny change in market value associated withrésterate swaps is offset by the opposite markpaihon the relate
debt.

At December 26, 2009 and December 27, 2008, a hgfioal 100 basis point increase in short-termréserates would result, over the following twelwenth period, in
reduction of approximately $3 million and $9 mihliiorespectively, in income before income taxese &stimated reductions are based upon the cueeeitdf variable ra
debt and assume no changes in the volume or cotigoosf that debt and include no impact from inggn@acome related to cash and cash equivalentaddition, the fa
value of our derivative financial instruments atcBmber 26, 2009 and December 27, 2008 would deximazroximately $20 million and $27 million, resfreely. The
fair value of our Senior Unsecured Notes at Decen2ibe 2009 and December 27, 2008 would decreasmdpgately $181 million and $120 million, respedety. Fail
value was determined based on the present valerepefcted future cash flows considering the riskslired and using discount rates appropriate fordi@tion.

Foreign Currency Exchange Rate Risk

The combined International Division and China Diwis Operating Profits constitute more than 60% of @perating Profit in 2009, excluding unallocatedome
(expenses). In addition, the Companyiet asset exposure (defined as foreign curressgts less foreign currency liabilities) totalegrapimately $2.6 billion as
December 26, 2009. Operating in international markaposes the Company to movements in foreigrenayr exchange rates. The Compangtimary exposures res
from our operations in AsiRacific, Europe and the Americas. Changes in goreiurrency exchange rates would impact the tréioslaf our investments in foreir
operations, the fair value of our foreign curredignominated financial instruments and our repofbegign currency denominated earnings and cashsfloior the fisci
year ended December 26, 2009, Operating Profitdvbale decreased approximately $120 million if@iéign currencies had uniformly weakened 10% nedatio the U.<
dollar. The estimated reduction assumes no changsdes volumes or local currency sales or impices.

We attempt to minimize the exposure related toiouestments in foreign operations by financing thosestments with local currency debt when pratti¢n addition, w
attempt to minimize the exposure related to foreigrmrency denominated financial instruments by pasing goods and services from third parties iallearrencies whe
practical. Consequently, foreign currency denongddinancial instruments consist primarily of ifempany shorterm receivables and payables. At times, we &
forward contracts to reduce our exposure relatétigee intercompany shddrm receivables and payables. The notional amauthimaturity dates of these contracts rr
those of the underlying receivables or payableb sliat our foreign currency exchange risk relatethese instruments is minimized.

Commodity Price Risk

We are subject to volatility in food costs as autesf market risk associated with commodity pric&ur ability to recover increased costs througihér pricing is, &
times, limited by the competitive environment iniefhwe operate. We manage our exposure to ttkgrisarily through pricing agreements with our ders.
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Item 8. Financial Statements and Supplementary Date
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Consolidated Statements of Cash Flows for thelfigears ended December 26, 2009, December 27, 20@®ecember 29, 20( 62
Consolidated Balance Sheets as of December 26, 2t®ecember 27, 20( 63
Consolidated Statements of Sharehold&mguity (Deficit) and Comprehensive Income (Loss) tiee fiscal years ended December

2009, December 27, 2008 and December 29, 64
Notes to Consolidated Financial Statem 65
Managemer's Responsibility for Financial Stateme 116

Financial Statement Schedules

No schedules are required because either the egfjiriformation is not present or not present in am® sufficient to require submission of the schedar because tl
information required is included in the above listaancial statements or notes thereto.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Shareholders
YUM! Brands, Inc.

We have audited the accompanying consolidated balaheets of YUM! Brands, Inc. and Subsidiaries i¥jlas of December 26, 2009 and December 27, 2008 tfze
related consolidated statements of income, castsfland shareholders’ equity (deficit) and compnshes income (loss) for each of the fiscal yearthmthreeyear perioc
ended December 26, 2009. We also have audited Y liHtEsnal control over financial reporting as ofd@enber 26, 2009, based on criteria establishédt@mnal Control —
Integrated Frameworlissued by the Committee of Sponsoring Organizatointhe Treadway Commission. YUBI'management is responsible for these consoli(
financial statements, for maintaining effectiveeimtal control over financial reporting, and for assessment of the effectiveness of internal cbater financial reporting
included in the accompanying Item 9A, “ManagemerR&port on Internal Control over Financial RepatinOur responsibility is to express an opinion on &
consolidated financial statements and an opiniolldM'’s internal control over financial reporting &d on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those standards require tieaplan anc
perform the audits to obtain reasonable assurabhoatavhether the financial statements are free afenml misstatement and whether effective inteawitrol ovel
financial reporting was maintained in all matere$pects. Our audits of the consolidated finarstialements included examining, on a test basiseacie supporting tr
amounts and disclosures in the financial statemestsessing the accounting principles used andfisert estimates made by management, and evagu#tie overal
financial statement presentation. Our audit ofrimaé control over financial reporting included obiag an understanding of internal control overaficial reporting
assessing the risk that a material weakness eaiststesting and evaluating the design and operatfifectiveness of internal control based on treessed risk. Our aud
also included performing such other procedureseasamsidered necessary in the circumstances. Vikveehat our audits provide a reasonable basisdoopinions.

A companys internal control over financial reporting is @gess designed to provide reasonable assuranaelirggthe reliability of financial reporting andettpreparatiol
of financial statements for external purposes iooatance with generally accepted accounting priesipA companys internal control over financial reporting inclus
those policies and procedures that (1) pertairhéoraintenance of records that, in reasonableldetaiurately and fairly reflect the transactiomsl alispositions of th
assets of the company; (2) provide reasonable asseithat transactions are recorded as necesspeyrut preparation of financial statements in adaace with generall
accepted accounting principles, and that receiptsexpenditures of the company are being madeinrdgcordance with authorizations of managementdarettors of the
company; and (3) provide reasonable assurancediegaprevention or timely detection of unauthorizetjuisition, use, or disposition of the compangssets that cou
have a material effect on the financial statements.

Because of its inherent limitations, internal cohtyver financial reporting may not prevent or d@éteisstatements. Also, projections of any evabrabtf effectiveness t
future periods are subject to the risk that costrohy become inadequate because of changes irtioosdor that the degree of compliance with thicpes or procedure
may deteriorate.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materéspects, the financial position of YUM as of Beter 26, 2009 ar
December 27, 2008, and the results of its opersittorl its cash flows for each of the fiscal yearthe threerear period ended December 26, 2009, in conformitly U.S.
generally accepted accounting principles. Alsounapinion, YUM maintained, in all material respgatffective internal control over financial repog as of December 2
2009, based on criteria establishedniternal Control — Integrated Frameworgsued by the Committee of Sponsoring Organizatidriee Treadway Commission.

As discussed in Note 2 to the consolidated findnstiatements, in 2009 YUM changed its method oforepg noneontrolling interests due to the adoption of r
accounting requirements issued by the FASB.

/s KPMG LLP
Louisville, Kentucky
February 17, 2010

60




Consolidated Statements of Income
YUM! Brands, Inc. and Subsidiaries

Fiscal years ended December 26, 2009, Decemb@0®8,and December 29, 2007

(in millions, except per share data)

Revenues

Company sale

Franchise and license fees and income
Total revenues

Costs and Expenses, N¢
Company restauran

Food and pape

Payroll and employee benef

Occupancy and other operating expenses

Company restaurant expen:

General and administrative expen
Franchise and license expen

Closures and impairment (income) exper
Refranchising (gain) los

Other (income) expense

Total costs and expenses, net

Operating Profit

Interest expense, net

Income Before Income Taxe:

Income tax provision

Net Income- including noncontrolling intere:

Net Income— noncontrolling interest
Net Income- YUM! Brands, Inc.

Basic Earnings Per Common Share
Diluted Earnings Per Common Share

Dividends Declared Per Common Shar:

2009 2008 2007
9,41% 9,84: 9,10C
1,42¢ 1,461 1,33t

10,83¢ 11,30« 10,43t
3,00: 3,23¢ 2,82¢
2,152 2,37C 2,30¢
2,777 2,85¢€ 2,644
7,93¢ 8,46t 7,775
1,221 1,34z 1,29t

11¢€ 99 59
103 43 35
(26) (5) (12)
(104 (157) (71)
9,24¢€ 9,787 9,07¢
1,59( 1,517 1,357
194 22€ 16€
1,39¢ 1,291 1,191
312 31¢ 282
1,082 972 90¢
12 8 —
1,071 964 90¢
2.2¢ 2.02 1.74
2.22 1.9¢ 1.6€
0.8C 0.7¢ 0.4%

See accompanying Notes to Consolidated Financiaé®ents
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Consolidated Statements of Cash Flows
YUM! Brands, Inc. and Subsidiaries

Fiscal years ended December 26, 2009, Decemb@0®8,and December 29, 2007

(in millions)

Cash Flows- Operating Activities

Net Income- including noncontrolling intere:

Depreciation and amortizatic

Closures and impairment (income) exper

Refranchising (gain) los

Contributions to defined benefit pension pl:

Gain upon consolidation of a former unconsolidatfftiate in China
Gain on sale of interest in Japan unconsolidatiithss
Deferred income taxe

Equity income from investments in unconsolidatddiafes
Distributions of income received from unconsolidbédfiliates
Excess tax benefit from shi-based compensatic
Shar+based compensation expel

Changes in accounts and notes receiv

Changes in inventorie

Changes in prepaid expenses and other currensi
Changes in accounts payable and other currentifie®
Changes in income taxes paya

Other non-cash charges and credits, net

Net Cash Provided by Operating Activities

Cash Flows- Investing Activities

Capital spendint

Proceeds from refranchising of restaur
Acquisition of restaurants from franchise
Acquisitions and disposals of investme
Sales of property, plant and equipm
Other, net

Net Cash Used in Investing Activities

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

More than three montt— proceeds

More than three montt— payment:

Three months or less, r
Repurchase shares of Common St
Excess tax benefit from shi-based compensatic
Employee stock option procee
Dividends paid on Common Sto
Other, net
Net Cash Used in Financing Activities
Effect of Exchange Rates on Cash and Cash Equivalisn
Net Increase (Decrease) in Cash and Cash Equivaler
Change in Cash and Cash Equivalents due to consddition of entities in China
Cash and Cash Equivalent— Beginning of Year
Cash and Cash Equivalent— End of Year

$

2009
1,08t

10z

(26)
(280)

(68)

72
36)
31
(59

6

27
Y]
(62
(95

82

1,40¢

49¢
(528)
(298)

®

59
113
(362

(20)

(542)
15
12C

21¢
358

2008

$ 972
55€
43

(5)
(66)
(100)
1
(41)
a1

(44)
9

37E
(26€)
27¢

1)
(1,626)
44

(322)
(1,459
11
(590)
17
78¢
$ 216

2007

90¢
542

1y
®)

(a1)
(51)
(74)
61

4
@y

10z
70

18
1,551

See accompanying Notes to Consolidated FinancééSients.

62




Consolidated Balance Sheets
YUM! Brands, Inc. and Subsidiaries
December 26, 2009 and December 27, 2008

(in millions)
2009 2008
ASSETS
Current Assets
Cash and cash equivalel $ 353 $ 21€
Accounts and notes receivable, 23¢ 22¢
Inventories 12z 142
Prepaid expenses and other current a: 314 17z
Deferred income taxe 81 81
Advertising cooperative assets, restric 99 11C
Total Current Assets 1,20¢ 951
Property, plant and equipment, | 3,89¢ 3,71
Goodwill 64C 60&
Intangible assets, n 462 33t
Investments in unconsolidated affiliaf 144 65
Other asset 544 561
Deferred income taxe 251 __3oc
Total Assets $ 7,148 $ 6521
LIABILITIES AND SHAREHOLDERS ' EQUITY (DEFICIT)
Current Liabilities
Accounts payable and other current liabilit $ 1,41c $ 1,47¢
Income taxes payab 82 114
Shor-term borrowings 59 25
Advertising cooperative liabilitie 99 11C
Total Current Liabilities 1,65: 1,722
Long-term debi 3,207 3,56¢
Other liabilities and deferred cred 1,17¢ 1,33¢
Total Liabilities 6,034 6,621
Shareholder¢ Equity (Deficit)
Common Stock, no par value, 750 shares authori#&@lshares and 459 shares issued in 2009 and 2008,
respectively 258 7
Retained earninc 99¢ 303
Accumulated other comprehensive |i (229 (418
Total Shareholders Equity (Deficit) — YUM! Brands, Inc. 1,02t (10§)
Noncontrolling interes 89 14
Total Shareholders Equity (Deficit) 1,11 94
Total Liabilities and Shareholders’ Equity (Deficit) $ 7,14¢ $ 6528

See accompanying Notes to Consolidated Financaé®ients.

63




Consolidated Statements of Shareholders’ Equity (Okit) and Comprehensive Income (Loss)

YUM! Brands, Inc. and Subsidiaries

Fiscal years ended December 26, 2009, Decemb@0®8,and December 29, 2007

(in millions, except per share data)

Yum! Brands, Inc

Accumulated

Other
Issued Common Stoc Retainec Comprehensivi Noncontrolling
Shares Amount Earnings Income(Loss Interest Total

Balance at December 30, 20C 53C $ — $ 1,60¢ $ (15€) $ — $ 1,452
Net Income 90¢ 90¢
Foreign currency translation adjustm 93 93
Foreign currency translation adjustment included

in Net Income 1 1
Pension and post-retirement benefit plans (net of

tax impact of $55 million 96 96
Net unrealized loss on derivative instruments

of tax impact of $8 million (14) 14
Comprehensive Incomr 1,08t
Adjustment for change in accounting for

uncertainty in income taxe (23 (23
Dividends declare: (231) (231)
Repurchase of shares of Common St (42) (252) (1,159 (1,40¢)
Employee stock option and SARs exercises

(includes tax impact of $69 millior 10 181 181
Compensation-related events (includes tax impact

of $5 million) 1 71 71
Balance at December 29, 20C 49¢ $ — $ 1,11¢ $ 20 $ — $  113¢
Net Income 964 8 972
Foreign currency translation adjustm (19¢) (198¢)
Foreign currency translation adjustment included

in Net Income (25) (25)
Pension and post-retirement benefit plans (net of

tax impact of $114 million (20¢) (2098)
Net unrealized loss on derivative instruments

of tax impact of $4 million 7) ()
Comprehensive Incomr 534
Consolidation of a former unconsolidated affili 12 12
Adjustment to change pension plans measurement

dates (net of tax impact of $4 millio @) @]
Dividends declare: (339 (6) (345)
Repurchase of shares of Common St (47) (183) (1,434 (1,615
Employee stock option and SARs exercises

(includes tax impact of $40 millior 6 112 112
Compensation-related events (includes tax impact

of $6 million) 76 76
Balance at December 27, 20C 45¢ $ 7 $ 302 $ (41¢) $ 14 $ (CL)]
Net Income 1,071 12 1,08¢
Foreign currency translation adjustm 17¢€ 17¢€
Pension and post-retirement benefit plans (net of

tax impact of $9 million 13 13
Net unrealized gain on derivative instruments

of tax impact of $3 million 5 5
Comprehensive Incon 1,277
Purchase of subsidiary shares from noncontrolling

interest 70 70
Dividends declare (37¢) @) (385)
Employee stock option and SARs exercises

(includes tax impact of $57 millior 10 16€ 168
Compensation-related events (includes tax impact

of $2 million) — 78 78
Balance at December 26, 20C 46¢ $ 258 $ 99¢ $ (224 $ 89 $ 111

See accompanying Notes to Consolidated FinanciéSients.
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Notes to Consolidated Financial Statements
(Tabular amounts in millions, except share data)

Note 1 — Description of Business

YUM! Brands, Inc. and Subsidiaries (collectivelfered to as “YUM” or the “Company”"yomprises the worldwide operations of KFC, Pizza, Haco Bell, Long Jot
Silver's (“LJS”) and A&W All-American Food Restaurs (“A&W”) (collectively the “Concepts”). YUM ighe world’s largest quick service restaurant company bas
the number of system units, with more than 37,00iswf which approximately 47% are located outdige U.S. in more than 110 countries and terrisorigUM waz
created as an independent, publicly-owned compar®aober 6, 1997 (the “Spin-off Date”) via a t®e distribution by our former parent, PepsiCe, |of our Commo
Stock to its shareholders. References to YUM thhawt these Consolidated Financial Statements atemsing the first person notations of “we,” “os™our.”

Through our widely-recognized Concepts, we devebperate, franchise and license a system of batlitibnal and noriraditional quick service restaurants. Each Cot
has proprietary menu items and emphasizes the ratépaof food with high quality ingredients as Wa$ unique recipes and special seasonings toge@appealing, tas
and attractive food at competitive prices. Ouditianal restaurants feature dine-in, carryout andsome instances, drive-thru or delivery servibn+raditional units
which are principally licensed outlets, include egs units and kiosks which have a more limitedureemd operate in nomaditional locations like malls, airports, gase
service stations, convenience stores, stadiumssament parks and colleges, where a $abide traditional outlet would not be practicalefficient. We also opere
multibrand units, where two or more of our Concepts operated in a single unit. In addition, wettwe to pursue the multibrand combination of Ritiut an
WingStreet, a flavored chicken wings concept weehdeveloped.

YUM consists of six operating segments: KFC-URBzza Hut-U.S., Taco Bell-U.S., LIS/A&W-U.S., YUMeBRtaurants International (“YRI” or “InternationaivMixion”)
and YUM Restaurants China (“China Division'ffor financial reporting purposes, management censithe four U.S. operating segments to be siraita, therefore, h
aggregated them into a single reportable operagiegment (“U.S.”). The China Division includes mamd China (“China”),Thailand and KFC Taiwan, and -
International Division includes the remainder of mternational operations.

Note 2 — Summary of Significant Accounting Policies

Our preparation of the accompanying Consolidatetafidial Statements in conformity with Generally épted Accounting Principles (“GAAP’h the United States
America requires us to make estimates and assunspti@at affect reported amounts of assets anditiabj disclosure of contingent assets and litibgi at the date of t|
financial statements, and the reported amountseeénues and expenses during the reporting peActlal results could differ from these estimat&fe Compan
evaluated subsequent events through the datentiwecial statements were issued and filed with #mufties and Exchange Commission.

Principles of Consolidation and Basis of Preparatin. Intercompany accounts and transactions have él@aimated. Certain investments in businessesdpatate ot
Concepts and other restaurant concepts are accbfotby the equity method. Our lack of majorityting rights precludes us from controlling thesiliafes, and thus w
do not consolidate these affiliates. Our sharthefet income or loss of those unconsolidatedia#s is included in Other (income) expense. @muary 1, 2008 we beg
consolidating the entity that operates the KFCBeijing, China that was previously accounted fangshe equity method. Additionally, in the secaquharter of 2009 w
began consolidating the entity that operates thEin Shanghai, China. The increases in casherblatthe consolidation of these entitieash balances ($17 million
both instances) are presented as a single lineateour Consolidated Statements of Cash Flows.
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In our 2008 Consolidated Financial Statements, epoited Operating profit attributable to the reamtrolling interest in the Beijing entity in Othéncome) expense a
the related tax impact as a reduction to our Inctemeprovision. Additionally, we reported the eyuattributable to the Beijing entity within Othkabilities and deferre
credits. As required at the beginning of 2009 b&gan reporting Net income attributable to the nontrolling interest in Beijing separately on tlaeé of our Consolidat:
Statements of Income. Also as required, the portd equity in the entity not attributable to therfpany began being reported within equity, sepbrdtem the
Companys equity on the Consolidated Balance Sheet. Tregpg@irements were retroactive to our previous Clidated Financial Statements and we have resta26d
accordingly.

See Note 5 for a further description of the accimgntor the noncontrolling interests in the Beijingd Shanghai entities and discussions on the ingraour Consolidate
Financial Statements.

We participate in various advertising cooperativeth our franchisees and licensees establishedblleat and administer funds contributed for useadvertising an
promotional programs designed to increase saleseahdnce the reputation of the Company and itchiae owners. Contributions to the advertising @vapives ar
required for both Company operated and franchiseameants and are generally based on a percesstafurant sales. In certain of these cooperativepossess major
voting rights, and thus control and consolidate tbeperatives. We report all assets and liakslité these advertising cooperatives that we cotatdi as advertisii
cooperative assets, restricted and advertising eratipe liabilities in the Consolidated Balance &heThe advertising cooperatives assets, congigtiimarily of cas
received from the Company and franchisees and atswsaceivable from franchisees, can only be usedédlected purposes and are considered restridieel.advertisin
cooperative liabilities represent the correspondifdigation arising from the receipt of the contlons to purchase advertising and promotional rog. As th
contributions to these cooperatives are designated segregated for advertising, we act as an afmnthe franchisees and licensees with regard se
contributions. Thus, we do not reflect franchisee licensee contributions to these cooperativesimConsolidated Statements of Income or Consiti&tatements
Cash Flows.

Fiscal Year. Our fiscal year ends on the last Saturday in D#@E and, as a result, a 53rd week is added eixanof six years. The Comparsyhext fiscal year with £
weeks will be 2011. The first three quarters aftefiscal year consist of 12 weeks and the foutthrter consists of 16 weeks in fiscal years withwe2ks and 17 weeks
fiscal years with 53 weeks. Our subsidiaries ojgeoa similar fiscal calendars with period or moaetid dates suited to their businesses. Our U China subsidiaries’
period end dates are within one week of YMeriod end date. All of our international busses except China close one period or one montteretr facilitate
consolidated reporting.

Foreign Currency. The functional currency determination for operasiautside the U.S. is based upon a number of ecenfactors, including but not limited to ce
flows and financing transactions. Income and espeaccounts are translated into U.S. dollars atatrezage exchange rates prevailing during the gerfssets ar
liabilities are translated into U.S. dollars at lexage rates in effect at the balance sheet dageultthg translation adjustments are recorded icufwlated othe
comprehensive income (loss) in the ConsolidateduBad Sheet. Gains and losses arising from thedimgddoreign currency exchange rate fluctuationgtransactions
foreign currency are included in Other (income)enge in our Consolidated Statement of Income.

Reclassifications. We have reclassified certain items in the accamiipg Consolidated Financial Statements and Ndteseto for prior periods to be comparable witr
classification for the fiscal year ended Decemb&r2D09. As rental income from franchisees harseamed over time and is anticipated to continuedrease, we believe
is more appropriate to report such income as Fiaadmnd license fees and income as opposed touati@d in Franchise and license expenses, as ihisésrically bee
reported. For the years ended December 27, 20d®anember 29, 2007 this resulted in increase25bffillion and $19 million, respectively in bothafchise and licen
expenses and Franchise and license fees and iriooooe Consolidated Statement of Income. A simdlarount of rental income was reported in Franchisglicense fet
and income in the year ended December 26, 2009.
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In connection with our plan to transform our U.8simess we began reflecting increased allocatiére®rain expenses in our reported segment redulti®g 2009 th¢
were previously reported as unallocated and cotpofaeneral and administrative (“G&A™gxpenses. We believe the revised allocation bedligns costs wit
accountability of our segment managers. Thesesedvallocations are being used by our ChairmanGCiridf Executive Officer, in his role as chief opérg decisiol
maker, in his assessment of operating performakée have restated segment information for the yeaded December 27 , 2088d December 29, 2007 to be consis
with the current period presentation.

The following table summarizes the 2008 and 2007aich of the revised allocations by segmi

Increase/(Decreas 2008 2007
U.S. G&A $ 53 $ 54
YRI G&A 6 6
Unallocated and corporate G&A expen (59 (60)

These reclassifications had no effect on previoteghprted Net Income — YUM! Brands, Inc.

Franchise and License Operations. We execute franchise or license agreements foh emit which set out the terms of our arrangemeitih the franchisee
licensee. Our franchise and license agreementsatiyprequire the franchisee or licensee to payrétial, nontefundable fee and continuing fees based upon@ptg
of sales. Subject to our approval and their payroéa renewal fee, a franchisee may generallywethe franchise agreement upon its expiration.

The internal costs we incur to provide support isevto our franchisees and licensees are chacg€&A expenses as incurred. Certain direct cobtsuo franchise ar
license operations are charged to franchise arddie expenses. These costs include provisioresfionated uncollectible fees, rent or depreciatigpense associated w
restaurants we sublease or lease to franchiseeghise and license marketing funding, amortizaggpense for franchise related intangible asseatscartain other dire
incremental franchise and license support costs.

We monitor the financial condition of our franchéseand licensees and record provisions for estinlagses on receivables when we believe that amnchisees «
licensees are unable to make their required paysnafthile we use the best information availablenaking our determination, the ultimate recoveryeaforded receivabl
is also dependent upon future economic events #ret oonditions that may be beyond our controlt ptevisions for uncollectible franchise and licemeceivables of $:
million, $8 million and $2 million were included ranchise and license expenses in 2009, 2008 @0d Pespectively.

Revenue Recognition. Revenues from Company operated restaurants esgnmized when payment is tendered at the timelef Sehe Company presents sales net of
tax and other sales related taxes. Income fronfranchisees and licensees includes initial feesticuing fees, renewal fees and rental income. ré¢egnize initial fee
received from a franchisee or licensee as revermenwe have performed substantially all initiavé®s required by the franchise or license agreénérich is generall
upon the opening of a store. We recognize cominfees based upon a percentage of franchiseecamdée sales and rental income as earned. Wegmnieeaenewal fet
when a renewal agreement with a franchisee or diserbecomes effective. We include initial feesectdd upon the sale of a restaurant to a franetisdrefranchisin
(gain) loss.
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Direct Marketing Costs. We charge direct marketing costs to expense Isaiabrelation to revenues over the year in whidkurred and, in the case of adverti:
production costs, in the year the advertisemerfirsé shown. Deferred direct marketing costs, whare classified as prepaid expenses, consist dfarend relate
advertising production costs which will generally ised for the first time in the next fiscal yead dave historically not been significant. To theéent we participate
advertising cooperatives, we expense our contobstias incurred. Our advertising expenses wer8 $&lflion, $584 million and $556 million in 2009028 and 200
respectively. We report substantially all of oinedt marketing costs in Occupancy and other opeyaxpenses.

Research and Development ExpensesResearch and development expenses, which we sx@enincurred, are reported in G&A expenses. &elseand developme
expenses were $31 million, $34 million and $39 imillin 2009, 2008 and 2007, respectively.

Share-Based Employee CompensationWe recognize all shatgased payments to employees, including grants @iame stock options and stock appreciation ri
(“SARs"), in the financial statements as compensation cost the service period based on their fair valuehendate of grant. This compensation cost is neizegl ove
the service period on a straighte basis for the fair value of awards that adjua¢st. We report this compensation cost consistéth the other compensation costs for
employee recipient in either Payroll and employeediits or G&A expenses.

Impairment or Disposal of Property, Plant and Equipment. Property, plant and equipment (“PP&EY tested for impairment whenever events or charg
circumstances indicate that the carrying valuehefdssets may not be recoverable. The asset®tarecoverable if their carrying value is less thia@ undiscounted ca
flows we expect to generate from such assetshelfassets are not deemed to be recoverable, impaiimmmeasured based on the excess of their ngraglue over the
fair value.

For purposes of impairment testing for PP&E, weeheoncluded that an individual restaurant is thveekt level of cash flows unless our intent is twanechise restaurar
as a group. We review our lofiged assets of restaurants (primarily PP&E andcalted intangible assets subject to amortizatioa) are currently operating and have
been offered for refranchise seaminually for impairment, or whenever events or gesnin circumstances indicate that the carryingwarmof a restaurant may not
recoverable. We use two consecutive years of tipgréosses as our primary indicator of potentiapairment for our semannual impairment testing of these restat
assets. We evaluate the recoverability of thestéaweant assets by comparing the estimated undisetifuture cash flows, which are based on ourtyersgpecific
assumptions, to the carrying value of such asdeds.restaurant assets that are not deemed tocbeemble, we write down an impaired restaurantse@stimated fa
value, which becomes its new cost basis. Fairevaduan estimate of the price a franchisee would foa the restaurant and its related assets argkisrmined b
discounting the estimated future after-tax castélof the restaurant. The afterx cash flows incorporate reasonable assumpti@nselieve a franchisee would make ¢
as sale growth and margin improvement. The discmate used in the fair value calculation is ouineate of the required rate of return that a fraseé would expect
receive when purchasing a similar restaurant aadehated londived assets. The discount rate incorporates waftesturns for historical refranchising marketsaction
and is commensurate with the risks and uncertatitgrent in the forecasted cash flows.
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In executing our refranchising initiatives, we moften offer groups of restaurants. When we hdfered to refranchise stores or groups of storesifprice less than thi
carrying value, but do not believe the store(s)ehanet the criteria to be classified as held foe sake review the restaurants for impairment. Waleate the recoverabili
of these restaurant assets at the offer date byaony estimated sales proceeds plus holding peast flows, if any, to the carrying value of tlestaurant or group
restaurants. For restaurant assets that are aotatkto be recoverable, we recognize impairmerarigrexcess of carrying value over the fair valtithe restaurants whi
is based on the expected net sales proceeds. &gniee any such impairment charges in Refranahi@ain) loss. We classify restaurants as heldsébe and suspe
depreciation and amortization when (a) we makecésitm to refranchise; (b) the stores can be imatetii removed from operations; (c) we have beguadive prograr
to locate a buyer; (d) significant changes to tlas pf sale are not likely; and (e) the sale isatale within one year. Restaurants classifiededs for sale are recordec
the lower of their carrying value or fair valuede=st to sell. We recognize estimated lossegstaurants that are classified as held for saReifnanchising (gain) loss.

Refranchising (gain) loss includes the gains osdssrom the sales of our restaurants to new aistirexfranchisees, including impairment chargesdssed above, and
related initial franchise fees. We recognize gainsestaurant refranchisings when the sale traiogsactoses, the franchisee has a minimum amouttteopurchase price
at+isk equity, and we are satisfied that the franehisan meet its financial obligations. If theemié for gain recognition are not met, we defer glaén to the extent v
have a remaining financial exposure in connectidth the sales transaction. Deferred gains aregrized when the gain recognition criteria are nrea® our financi:
exposure is reduced. When we make a decisiortdira store, or group of stores, previously heldsale, we revalue the store at the lower ofajsnet book value at ¢
original sale decision date less normal depreciagiod amortization that would have been recordethduhe period held for sale or (b) its current faalue. This valu
becomes the store’s new cost basis. We recordesujting difference between the ster€arrying amount and its new cost basis to Closmg impairment (incom
expense.

When we decide to close a restaurant it is reviefwednpairment and depreciable lives are adjusiasked on the expected disposal date. Other casteéd when closir
a restaurant such as costs of disposing of thesaasevell as other facilityelated expenses from previously closed storeg@mnerally expensed as incurred. Addition:
at the date we cease using a property under amtipgiease, we record a liability for the net praisvalue of any remaining lease obligations, rietstimated sublea
income, if any. Any costs recorded upon storewless well as any subsequent adjustments toitiebifor remaining lease obligations as a restilease termination
changes in estimates of sublease income are retard@losures and impairment (income) expenses.th€ extent we sell assets, primarily land, asdediwith a close
store, any gain or loss upon that sale is alsordecbin Closures and impairment (income) expenses.

Considerable management judgment is necessaryitoags future cash flows, including cash flows freontinuing use, terminal value, sublease inconkrafranchisin
proceeds. Accordingly, actual results could vagypigicantly from our estimates.

Impairment of Investments in Unconsolidated Affiliates. We record impairment charges related to an imvest in an unconsolidated affiliate whenever even
circumstances indicate that a decrease in thevilite of an investment has occurred which is othan temporary. In addition, we evaluate our itwests it
unconsolidated affiliates for impairment when tleywe experienced two consecutive years of oper&isges. We recorded no impairment associatedawithinvestmen
in unconsolidated affiliates during 2009, 2008 2007.

Guarantees. We recognize, at inception of a guarantee, dlilialfor the fair value of certain obligations uadaken. The majority of our guarantees are issisea resu
of assigning our interest in obligations under agiag leases as a condition to the refranchisingeofain Company restaurants. We recognize ditiabor the fair value ¢
such lease guarantees upon refranchising and wimeguent renewals of such leases when we remaimgently liable. The related expense is includeBefranchisin
(gain) loss. The related expense for other fras&bupport guarantees not associated with a réfising transaction is included in Franchise anerge expense.
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Income Taxes. We record deferred tax assets and liabilities fier future tax consequences attributable to tempdliffierences between the financial statement oag
amounts of existing assets and liabilities andrttespective tax bases and operating loss andréaht carryforwards. Deferred tax assets and lit&s are measured usi
enacted tax rates expected to apply to taxablemecio the years in which those differences are ebggeto be recovered or settled. The effect oerded tax assets a
liabilities of a change in tax rates is recognizedncome in the period that includes the enactnuzté. Additionally, in determining the need for recordiagvaluatiol
allowance against the carrying amount of defereedassets, we considered the amount of taxableneand periods over which it must be earned, adtwals of pas
taxable income and known trends, events or traitsecthat are expected to affect future levelsaghble income. Where we determined that it is nfikedy than not the
all or a portion of an asset will not be realize, recorded a valuation allowance.

We recognize the benefit of positions taken or eigueto be taken in our tax returns in our Incomegrovision when it is more likely than not (iselikelihood of mor
than fifty percent) that the position would be sirg¢d upon examination by tax authorities. A rexipgd tax position is then measured at the largestunt of benefit th
is greater than fifty percent likely of being reald upon settlement. Changes in judgment thattriessubsequent recognition, derecognition or ¢feaim a measurement
a tax position taken in a prior annual period (tichg any related interest and penalties) are meized as a discrete item in the interim period ok the change occurs.
The Company recognizes interest and penalties edcerlated to unrecognized tax benefits as compsmrits Income tax provision.

See Note 19 for a further discussion of our incéaxes.

Fair Value Measurements. Fair value is the price we would receive to sgllasset or pay to transfer a liability (exit pyioe an orderly transaction between ma
participants. For those assets and liabilitiesr@o®rd or disclose at fair value, we determine ¥aiue based upon the quoted market price, if abhkdl If a quoted mark
price is not available for identical assets, weedwatne fair value based upon the quoted market pfcsimilar assets or the present value of exgeftteure cash flon
considering the risks involved and using discowtés appropriate for the duration, and considecimgnterparty performance risk. The fair values assigned a lev
within the fair value hierarchy, depending on tbarse of the inputs into the calculation.

Level 1 Inputs based upon quoted prices in active marketigléntical asset:

Level 2 Inputs other than quoted prices included withinélel/that are observable for the asset, eithectjrer indirectly.

Level 3 Inputs that are unobservable for the as
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Cash and Cash Equivalents. Cash equivalents represent funds we have temjyorarested (with original maturities not exceeglithree months) as part of managing
day-to-day operating cash receipts and disbursesniereiuding short-term, highly liquid debt seciarst

Inventories. We value our inventories at the lower of cost (cated on the first-in, first-out method) or market.

Property, Plant and Equipment. We state property, plant and equipment at cost é&ssimulated depreciation and amortization. Weutale depreciation a
amortization on a straigtine basis over the estimated useful lives of theets as follows: 5 to 25 years for buildings engrovements, 3 to 20 years for machinery
equipment and 3 to 7 years for capitalized softveaists. As discussed above, we suspend deprecati amortization on assets related to restautiaatsre held for sal

Leases and Leasehold ImprovementsThe Company leases land, buildings or both forlgeg&200 of its restaurants worldwide. Lease temwisich vary by country ar
often include renewal options, are an importantdiain determining the appropriate accounting feades including the initial classification of treasde as capital
operating and the timing of recognition of rent expe over the duration of the lease. We includewal option periods in determining the term of tmases when failu
to renew the lease would impose a penalty on thepaoy in such an amount that a renewal appears tedsonably assured at the inception of the le@ke. primar
penalty to which we are subject is the economidment associated with the existence of leaselmfttévements which might be impaired if we chooseto@ontinue th
use of the leased property. Leasehold improvemevtiich are a component of buildings and improvetsetescribed above, are amortized over the shofténeir
estimated useful lives or the lease term. We gglyailo not receive leasehold improvement incerstivpon opening a store that is subject to a lease.

We expense rent associated with leased land adibgd while a restaurant is being constructed wévetdnt is paid or we are subject to a rent holidaglditionally, certail
of the Company's operating leases contain predétethfixed escalations of the minimum rent durihg tease term. For leases with fixed escalatirygneats and/or re
holidays, we record rent expense on a straigbktbasis over the lease term, including any apperiods considered in the determination of tekasé term. Continge
rentals are generally based on sales levels insexegstipulated amounts, and thus are not coresiderinimum lease payments and are included in egpénse whe
achievement of the stipulated amount is considpredable.

Internal Development Costs and Abandoned Site CostsWe capitalize direct costs associated with the atquisition and construction of a Company unithmat site
including direct internal payroll and payroll-reddt costs. Only those sispecific costs incurred subsequent to the time ttitite acquisition is considered probable
capitalized. If we subsequently make a determbmatihat a site for which internal development chstee been capitalized will not be acquired or tigyed, any previous
capitalized internal development costs are expeasddncluded in G&A expenses.

Goodwill and Intangible Assets. From time to time, the Company acquires restasriiom one of our Conceptfranchisees or acquires another business. Gddoivm
these acquisitions represents the excess of thetasbusiness acquired over the net of the ansoasgigned to assets acquired, including idenk#fiatiangible assets a
liabilities assumed. The primary identifiable imggble asset we record in an acquisition of restaisr of one of our Concepts from a franchisee asqeired franchis
rights. If a Company restaurant is sold within tyears of acquisition, the goodwill associated wiltle acquisition is written off in its entiretyf the restaurant
refranchised beyond two years, the amount of gobawitten off is based on the relative fair valoéthe refranchised restaurant to the fair valu¢hefreporting unit, ¢
described below.
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We do not amortize goodwill and indefiniiged intangible assets. We evaluate the remainiseful life of an intangible asset that is notnigeamortized each reporti
period to determine whether events and circumstamcoatinue to support an indefinite useful lifé.ah intangible asset that is not being amortizedubsequent
determined to have a finite useful life, we ameartize intangible asset prospectively over its el remaining useful life. Amortizable intangiblesets are amortized
a straight-line basis to their residual value.

Goodwill has been assigned to reporting units foppses of impairment testing. Our reporting uaits our operating segments in the U.S. (see Ndter2d our busine
units internationally (typically individual counés). We evaluate goodwill and indefinite livedetssor impairment on an annual basis or more dftan event occurs
circumstances change that indicate impairments tregist. Goodwill impairment tests consist of angmrison of each reporting urstfair value with its carryir
value. Fair value is the price a willing buyer uepay for a reporting unit, and is generally estied using discounted expected future aft@reash flows from Compa
operations and franchise royalties. The discoatg is our estimate of the required rate of rethat a thirdparty buyer would expect to receive when purchaaibgsines
from us that constitutes a reporting unit. We éadi the discount rate is commensurate with thes r@sid uncertainty inherent in the forecasted clstst If the carryin
value of a reporting unit exceeds its fair valuegdwill is written down to its implied fair valueWe have selected the beginning of our fourth guas the date on which
perform our ongoing annual impairment test for geitid

For indefinitetived intangible assets, our impairment test cdasi$ a comparison of the fair value of an intafgiisset with its carrying amount. Fair valueriseatimat
of the price a willing buyer would pay for the intable asset and is generally estimated by disdogihe expected future aftéax cash flows associated with the intanc
asset. We also perform our annual test for impaitnof our indefinite-lived intangible assets a teginning of our fourth quarter.

Our definitelived intangible assets that are not allocatednténdividual restaurant are evaluated for impairmehenever events or changes in circumstancesateliba
the carrying amount of the intangible asset maybeotecoverable. An intangible asset that is deleimeaired on a undiscounted basis is written déaits estimated fa
value, which is our estimate of the price a willibgyer would pay for the intangible asset basedlisnounted expected future aftax cash flows. For purposes of
impairment analysis, we update the cash flows wheae initially used to value the definiliwed intangible asset to reflect our current esaties and assumptions over
asset’s future remaining life.

Derivative Financial Instruments. Historically, our use of derivative instrumentshprimarily been to hedge interest rates anddareurrency denominated assets
liabilities. These derivative contracts are erdeérgo with financial institutions. We do not uderivative instruments for trading purposes anchaee procedures in ple
to monitor and control their use.

We record all derivative instruments on our Cordatled Balance Sheet at fair value. For derivatigeruments that are designated and qualify asraz&ue hedge, tt
gain or loss on the derivative instrument as weslltiae offsetting gain or loss on the hedged itetribatable to the hedged risk are recognized in rmgults o
operations. For derivative instruments that aggiated and qualify as a cash flow hedge, thegffe portion of the gain or loss on the derivatingtrument is reported
a component of other comprehensive income (losd)raadlassified into earnings in the same periogaiods during which the hedged transaction affeerings. Fc
derivative instruments that are designated andfgued a net investment hedge, the effective portibthe gain or loss on the derivative instrumeneported in the foreig
currency translation component of other comprehensicome (loss). Any ineffective portion of thaig or loss on the derivative instrument for a ctie hedge or ne
investment hedge is recorded in the results ofaijmers immediately. For derivative instruments designated as hedging instruments, the gain srisoecognized in tl
results of operations immediately. See Note 13afaliscussion of our use of derivative instrumemntanagement of credit risk inherent in derivatimstiuments and fe
value information.
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Common Stock Share Repurchases.From time to time, we repurchase shares of our Com®@tock under share repurchase programs authobizezlr Board c
Directors. Shares repurchased constitute authtrtzet unissued shares under the North Carolina lavder which we are incorporated. Additionallyr €ommon Stoc
has no par or stated value. Accordingly, we re¢bedfull value of share repurchases, upon theetdate, against Common Stock except when to docsddwesult in
negative balance in our Common Stock account.ulth snstances, on a period basis, we record the afoany further share repurchases as a reductioretaine:
earnings. Due to the large number of share repsehand the increase in our Common Stock marlte¢ waver the past several years, our Common Statknbe i
frequently zero at the end of any period. Accagtlin$1,434 million and $1,154 million in share vephases were recorded as a reduction in Retaem@ihgs in 2008 ar
2007, respectively. There were no shares of omr@on Stock repurchased during 2009. See Noterl&diditional information.

Pension and Post-retirement Medical Benefits.We measure and recognize the overfunded or wnugefl status of our pension and pedirement plans as an asse
liability in our Consolidated Balance Sheet as wf fiscal year end. The funded status represéetslifference between the projected benefit obbgaand the fair value
plan assets. The projected benefit obligationhis present value of benefits earned to date by phaticipants, including the effect of future sglancreases, i
applicable. The difference between the projectstklit obligation and the fair value of assets trest not previously been recognized as expensedsded as a compon
of Other comprehensive income (loss). Prior to&08e measured and recognized the funded statosrtdin plans on dates that did not coincide with fiscal yea
end. As required by the Financial Accounting Stadd Board (“FASB”), we changed these plam&asurement dates in 2008 to coincide with oufigear end ar
estimated the impact based on the measurementzped in 2007. The change in the measurement desedted in a decrease to Retained Earnings ohi$®n, or $€
million after-tax, for our pension plans and $2liil, or $1 million after-tax, for our post-retiremt medical plan, respectively, during the fourtfager of 2008.

Note 3— Two-for-One Common Stock Split

On May 17, 2007, the Company announced that itsdoBDirectors approved a two-for-one split of iempanys outstanding shares of Common Stock. The stolat
was effected in the form of a stock dividend antitlexl each shareholder of record at the closeusfitess on June 1, 2007 to receive one additidreiesfor ever
outstanding share of Common Stock held. The sttickiend was distributed on June 26, 2007, withrapimately 261 million shares of Common Stock distted. All
per share and share amounts in these Consolidataddral Statements and Notes to the ConsolidaiteahEial Statements have been adjusted to refiecstock split.

Note 4 — Earnings Per Common Share (“EPS”)

2009 2008 2007

Net Income- YUM! Brands, Inc. $ 1,071 $ 964 $ 90¢
Weightec-average common shares outstanding (for basic eaicn) 471 478 522
Effect of dilutive shar-based employee compensat 12 16 19
Weighted-average common and dilutive potential camishares outstanding (for diluted

calculation) 482 491 541
Basic EPS $ 2.2 $ 2.0S $ 1.74
Diluted EPS $ 2.22 $ 1.9€ $ 1.6€
Unexercised employee stock options and SARs (iiangl) excluded from the diluted EPS

compensatiol(® 13.2 5.9 5.7

(a) These unexercised employee stock options and SAdRs mot included in the computation of diluted HRSBause to do so would have been antidilutive He
periods presente

73




Note 5- Items Affecting Comparability of Net Income and Caé Flows

U.S. Business Transformation

As part of our plan to transform our U.S. busin@sstook several measures (“the U.S. business tiemstion measuresf) 2008 and 2009 including: expansion of our |
refranchising; a reduced emphasis on multi-brandisg longerm growth strategy; G&A productivity initiativeend realignment of resources (primarily severams
early retirement costs); and investments in our. Brands made on behalf of our franchisees suagapment purchases.

In the years ended December 26, 2009 and Decenthé0P8, we recorded a pre-tax gain of $34 milko a preax loss of $5 million from refranchising in theSJ.
respectively. The 2008 refranchising losses wieertet result of, or offers to refranchise, staregroups of stores in the U.S. at prices less thair recorded carryir
values.

As a result of a decline in future profit expeatas for our LIS and A&W businesses in the U.S. idugart to the impact of a reduced emphasis onirbedinding, w
recorded a non-cash charge of $26 million, whicbulted in no related tax benefit, in the fourth mem of 2009 to writesff the goodwill associated with the
businesses. See Note 10.

In connection with our G&A productivity initiativeand realignment of resources we recordedt@xecharges of $16 million and $49 million in 20@8d 200¢
respectively. The unpaid current liability for teeverance portion of these charges was $5 millimh $27 million as of December 26, 2009 and Decergfde 200¢&
respectively. Severance payments in the year eDdedmber 26, 2009 totaled approximately $26 nmillio

Additionally, the Company recognized a reductionFranchise and license fees and income of $32anjllpretax, in the year ended December 26, 2009 relat
investments in our U.S. Brands. These investmefisct our reimbursements to KFC franchiseesristallation costs of ovens for the national lauatKentucky Grillec
Chicken. The reimbursements were recorded aswetied to franchise and license fees and incomeeawould not have provided the reimbursements dlikerongoin
franchise relationship. In the year ended Decer@Be2008, the Company recognized tae-expense of $7 million related to investmentsium U.S. Brands in Franch
and license expenses.

We are not including the impacts of these U.S.1mss transformation measures in our U.S. segmepefformance reporting purposes as we do not\eetieey are
indicative of our ongoing operations.
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Acquisition of Interest in Little Shee

During 2009, our China Division paid approximat803 million, in several tranches, to purchase 2#%he outstanding common shares of Little Sheepu@Limitec
(“Little Sheep”)and obtain Board of Directors representation. \&gam reporting our investment in Little Sheep ushyequity method of accounting and this invest
is included in Investments in unconsolidated &fféds on our Consolidated Balance Sheet. The &hirevof our investment in Little Sheep was appratity $156 milliol
as of December 26, 2009. Equity income recognfized our investment in Little Sheep was not sigrdfit in the year ended December 26, 2009.

Little Sheep is the leading brand in China’s “Hatt'Prestaurant category with approximately 375 restastgrimarily in China as well as Hong Kong, Jap@anada ar
the U.S.

Consolidation of a Former Unconsolidated AffiliaeShanghai, China

On May 4, 2009 we acquired an additional 7% owriprghthe entity that operates more than 200 KRCShanghai, China for $12 million, increasing oumership t
58%. The acquisition was driven by our desirertoréase our management control over the entity farter integrate the business with the remaindeow KFC
operations in China. This entity has historicddgen accounted for as an unconsolidated affiliatietuthe equity method of accounting due to theatiffe participation ¢
our partners in the significant decisions of th&tgrhat were made in the ordinary course of besin Concurrent with the acquisition we receiveditional rights in th
governance of the entity, and thus we began caletiiig the entity upon acquisition. As required ®XAP, we remeasured our previously held 51% owriprin the
entity, which had a recorded value of $17 millidrttee date of acquisition, at fair value and redpgt a gain of $68 million accordingly. This gawhich resulted in r
related income tax expense, was recorded in Oiheorfie) expense on our Consolidated Statementscofie during the quarter ended June 13, 2009 ardetaallocate
to any segment for performance reporting purposes.

We recorded the following identifiable assets agepliand liabilities assumed upon acquisition fer tbnsolidated entity:

Current assets, including cash of ¢ $ 27
Property, plant and equipme 61
Goodwill 53
Intangible asset 114
Other lon¢-term asset 2
Total assets acquire 257
Current liabilities 55
Other lon¢-term liabilities 35
Total liabilities assume 90
Net assets acquire $ 167

Additionally, $70 million was recorded as Noncoffitng interest in our Consolidated Balance Shegpresenting the fair value of our partner’s intereghe entitys ne
assets upon acquisition. Intangible assets priynemmprise reacquired franchise rights which ety amortized over the franchise contract periotkio years. Goodw
is not expected to be deductible for income tayppses.
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Under the equity method of accounting, we previpusported our 51% share of the net income of theonsolidated affiliate (after interest expense imedme taxes) i
Other (income) expense in the Consolidated Statesranincome. We also recorded a franchise feagHerroyalty received from the stores owned byuheonsolidate
affiliate. From the date of the acquisition, we @aeported the results of operations for the emtityre appropriate line items of our Consolidasdtement of Income. V
no longer recorded franchise fee income for thes¢aurants nor did we report Other (income) expessee did under the equity method of accountiNgt incomi
attributable to our partner’s ownership perceniagecorded as Net Incomenencontrolling interest. For the year ended Decam2i, 2009 the consolidation of this er
increased Company sales by $192 million and deete&sanchise and license fees and income by $1BomilThe consolidation of this entity positiveisnpacter
Operating Profit by $4 million for the year endedd@mber 26, 2009. The impact on Net Incom@JM! Brands, Inc. was not significant to the yeaded December 2
2009.

The pro forma impact on our results of operatidrtse acquisition had been completed as of thertmégg of 2009, 2008 or 2007 would not have beenii@ant.

Sale of Our Interest in Our Japan Unconsolidatefdidte

In December 2007, we sold our interest in our usotidated affiliate in Japan for $128 million insta(including the impact of related foreign curngontracts that we
settled in December 2007). Our international slibsy that owned this interest operates on a fisalndar with a period end that is approximatelg month earlier th:
our consolidated period close. Thus, consistetht air historical treatment of events occurringigithe lag period, the prax gain on the sale of this investment of §
million was recorded in the quarter ended March2Z®8. However, the cash proceeds from this t@imsawere transferred from our international sdlzsy to the U.S. i
December 2007 and thus were reported on our Calagetl Statement of Cash Flows for the year endeébeer 29, 2007.

While we will no longer have an ownership intergsthe entity that operates both KFCs and PizzasHiutJapan, it will continue to be a franchiseatagas when |
operated as an unconsolidated affiliate. Excludimgonetime gain, the sale of our interest in our Japacousolidated affiliate did not have a significamipiact on ot
results of operations for 2008 or 2009 as the Otimyme we previously recorded representing oureshfearnings of the unconsolidated affiliate hissorically not bee
significant.
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Consolidation of a Former Unconsolidated AffiliateBeijing, China

In 2008, we began consolidating an entity in whied have a majority ownership interest and that aesrthe KFCs in Beijing, China. Our partnershis entity ar
essentially statewned enterprises. We historically did not cordsati this entity, instead accounting for the unobidated affiliate using the equity method of acatig,
due to the effective participation of our partnigrshe significant decisions of the entity that eenade in the ordinary course of business. Coentwith a decision th
we made on January 1, 2008 regarding top manageofighe entity, we no longer believe that our pergneffectively participate in the decisions that eade in th
ordinary course of business. Accordingly, we begamsolidating this entity.

Like our other unconsolidated affiliates, the aauing for this entity prior to 2008 resulted in edifes being reflected as Franchise and license &€l our share of t
entity’s net income being reflected in Other (income) egpe Beginning January 1, 2008, we have repolteddsults of operations for the entity in the appiate line
items of our Consolidated Statement of Income. N&@éonger recorded franchise fee income for thestaurants nor did we report Other (income) expassee did und:
the equity method of accounting. Net income attable to our partner’s ownership percentage isroid as Net Income roncontrolling interest. For the year en
December 27, 2008 the consolidation of this ertityeased the China Divisiom'Company sales by approximately $300 million aedreased Franchise and license
and income by approximately $20 million. The cditdion of this entity positively impacted Operadi Profit by approximately $20 million in 2008. §lpositive impar
on Operating Profit was offset by Net Income — mnioolling interest of $8 million and a higher Imae tax provision such that there was no impact enlhtome -YUM!
Brands, Inc. for the year ended December 27, 2008.Consolidated Statement of Income was impacgesirhilar amounts for the year ended December 2692
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Facility Actions

Refranchising (gain) loss, Store closure (inconosts and Store impairment charges by reportableeegare as follows:

2009
China
U.S. YRI Division Worldwide
Refranchising (gain) los@ $ (39 $ — $ 8 $ (26)
Store closure (income) cos® $ 13 $ (@) $ 3) $ 9
Store impairment charg(© 33 19 16 68
Closure and impairment (income) expen® $ 46 $ 18 $ 13 $ 77
2008
China
U.S. YRI Division Worldwide
Refranchising (gain) los@ $ 5 $ 9 $ (1) $ (5)
Store closure (income) cos®) $ (4) $ (6) $ 2 $ (12
Store impairment chargt 34 11 10 55
Closure and impairment (income) expen $ 3C $ 5 $ 8 $ 43
2007
China
U.S. YRI Division Worldwide
Refranchising (gain) los@ $ (12) $ 3 $ (2) $ (11)
Store closure (income) cos® $ 9) $ 1 $ — $ (8)
Store impairment chargt 23 13 7 43
Closure and impairment (income) expen $ 14 $ 14 $ 7 $ 35
(@) Refranchising (gain) loss is not allocated to segéor performance reporting purposes. During®@@ recognized a $10 million refranchising losaassult ¢
our decision to offer to refranchise our KFC Taivesquity market. The sale of the market was consatadin the first quarter of 201
(b) Store closure (income) costs include the net geioss on sales of real estate on which we formeplgrated a Company restaurant that was closesk leaerve

established when we cease using a property undeyparating lease and subsequent adjustments te tleserves and other facilitglated expenses frc
previously closed store

(c) The 2009 store impairment charges for YRI includ@ illion of goodwill impairment for our Pizza H8buth Korea market. See Note

(d) An additional $26 million of goodwill impairmé related to our LIS and A&W-S. businesses was not allocated to segmentseféormance reporting purpos
and is not included in this table. See Note
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The following table summarizes the 2009 and 20@®iacrelated to reserves for remaining lease gdttions for closed stores.

Beginning Amounts New Estimate/Decision CTA/ Ending

Balance Used Decisions Change: Other Balance
2009 Activity $ 27 (12 10 4 4 $ 33
2008 Activity $ 34 (7) 3 — 3) $ 27

Assets held for sale at December 26, 2009 and DeeefV, 2008 total $32 million and $31 million, pestively, of U.S. property, plant and equipmerd are included i
prepaid expenses and other current assets in msdlidated Balance Sheet.

Note 6 — Supplemental Cash Flow Data

2009 2008 2007
Cash Paid Fol
Interest $ 20¢ $ 24¢ $ 177
Income taxe: 30€& 26C 264
Significant Noi-Cash Investing and Financing Activitie
Capital lease obligations incurred to acquire & $ 7 $ 24 $ 59
Net investment in direct financing leas 8 26 33
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Note 7 — Franchise and License Fees and Income

2009 2008 2007
Initial fees, including renewal fet $ 57 $ 61 $ 49
Initial franchise fees included in refranchisingrge (17 (20) (10)
40 41 39
Continuing fee 1,38: 1,42( 1,29¢
$ 1,42: $ 1,461 $ 1,33t
Note 8 — Other (Income) Expense
2009 2008 2007
Equity income from investments in unconsolidatefdiafes $ (36) $ (42) $ (53)
Gain upon consolidation of a former unconsolidatéiiate in China@ (68) — —
Gain upon sale of investment in unconsolidatediatféi (©)(¢) — (100 (6)
Wrench litigation incom(® — — 11
Foreign exchange net (gain) loss and other — (16) (3)
Other (income) expens $ (109 $ (157 $ (77)
(a) See Note 5 for further discussion of the consailiaiadf a former unconsolidated affiliate in Shangkzhina.
(b) Fiscal year 2008 reflects the gain recognized erstie of our interest in our unconsolidated afi@iin Japan. See Note
(c) Fiscal year 2007 reflects recognition of incomepaigted with receipt of payments for a note redaiwarising from the 2005 sale of our fifty percerterest in th

entity that operated almost all KFCs and Pizza Huoland and the Czech Republic to our then paitnthe entity

(d) Fiscal year 2007 reflects financial recoveries fregttlements with insurance carriers related asuit settled by Taco Bell Corporation in 20
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Note 9— Supplemental Balance Sheet Information

2009 2008
Accounts and notes receival $ 274 $ 252
Allowance for doubtful accounts (35 (23
Accounts and notes receivable, net $ 23¢ $ 22¢
PrepaidExpenses and Other Current Assets 2009 2008
Income tax receivabl $ 15€ $ 20
Other prepaid expenses and current assets 15€ 152
$ 314 $ 1z
Property, Plant and Equipment 2009 2008
Land $ 53¢ $ 517
Buildings and improvemen 3,80(C 3,59¢
Capital leases, primarily building 282 25¢
Machinery and equipme 2,62 2,52¢
Property, Plant and equipment, gr 7,247 6,897
Accumulated depreciation and amortizat (3,349 (3,187)
Property, Plant and equipment, $ 389 $ 37

Depreciation and amortization expense related ¢penty, plant and equipment was $553 million, $6#on and $514 million in 2009, 2008 and 2007pectively.

Accounts Payable and Other Current Liabilities 2009 2008
Accounts payabl $ 49¢ $ 50€
Capital expenditure liabilit 114 13C
Accrued compensation and bene 342 37¢€
Dividends payabl 98 87
Accrued taxes, other than income ta 10C 10C
Other current liabilitie:! 26C 272
$  141c $ 1,47
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Note 10 — Goodwill and Intangible Assets

The changes in the carrying amount of goodwillasdollows:

China
U.S. YRI Division Worldwide

Balance as of December 29, 2(

Goodwill, gross $ 35¢ $ 25¢ 60 $ 677

Accumulated impairment loss — ©)] — ©)]

Goodwill, net 35¢ 254 60 672

Acquisitions 10 — 6 16

Impairment losse — — — —

Disposals and other, n@ (12 (71) — (83)
Balance as of December 27, 2(

Goodwill, gross 35€ 18¢ 66 61C

Accumulated impairment loss — ©)] — ©)]

Goodwill, net 35€ 183 66 60%

Acquisitions 1 — 53 54

Impairment losse®)c) (26) (12 — (38)

Disposals and other, n@ ©)] 24 — 19
Balance as of December 26, 2(

Goodwill, gross 352 212 11¢ 68<

Accumulated impairment loss (26) (17 — (43

Goodwill, net $ 32€ $ 19t 11¢ $ 64C

@)

(b)

(©

Disposals and other, net for YRI primarily refleth® impact of foreign currency translation on 8rig balances. Disposals and other, net for tH& Division
primarily reflects goodwill writ-offs associated with refranchisir

We recorded a non-cash goodwill impairmentgbaf $26 million, which resulted in no related tzenefit, associated with our LIS and AWS. reporting un
in the fourth quarter of 2009 as the carrying vabfi¢his reporting unit exceeded its fair valueheTfair value of the reporting unit was based ondiscounte
expected aftetax cash flows from the future royalty stream, o€iG&A, expected to be earned from the underlyimgn€hise agreements. These cash 1
incorporated the decline in future profit expeaas for our LIS and A&W-U.S. reporting unit whiclerg due in part to the impact of a reduced empluasiaulti-
branding as a U.S. growth strategy. This charge meeorded in Closure and impairment (income) egegfin our Consolidated Statement of Income andnwt
allocated to the U.S. segment for performance tepppurposes. See Note

We recorded a norash goodwill impairment charge of $12 million fur Pizza Hut South Korea reporting unit in therfbuquarter of 2009 as the carrying ve
of this reporting unit exceeded its fair value.eTfair value of this reporting unit was based oa thiscounted expected aftexx cash flows from compa
operations and franchise royalties for the busin€xsr expectations of future cash flows were nigght impacted by recent profit declines the bustéa
experienced. This charge was recorded in Closuag impairment (income) expenses in our Consolidé¢éatement of Income and was allocated to
International segment for performance reportingppses
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Intangible assets, net for the years ended 2002608 are as follows:

2009 2008
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Definite-lived intangible asse
Franchise contract righ $ 152 $ (78) $ 147 $ (72)
Trademarks/branc 22t (48) 22t (39
Lease tenancy righ 66 (249) 31 @]
Favorable operating leas 27 (8) 9 (8)
Reacquired franchise righ 121 8 14 Q)
Other 7 2 6 @]
$ 59¢ $ (16€) $ 432 $ (128)
Indefinite-lived intangible asse!
Trademarks/branc $ 31 $ 31

We have recorded intangible assets through pastisitgns representing the value of our KFC, LIS &&W trademarks/brands. The value of a tradentaedd i
determined based upon the value derived from theltowe avoid, in the case of Company storesgoeive, in the case of franchise and licensee stfoe the use of tt
trademark/brand. We have determined that our KB@emmark/brand intangible asset has an indefiiigeahd therefore is not amortized. We have deitegththat our LJ
and A&W trademarks/brands are subject to amortizagind are being amortized over their expectedulbeés which are currently thirty years.

Amortization expense for all definite-lived intablg assets was $25 million in 2009, $18 millior2®08 and $19 million in 2007. Amortization expemsedefinitedived
intangible assets will approximate $24 million aaliyin 2010 through 2012, $23 million and $21 ioifl in 2013 and 2014, respectively.
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Note 11 — Short-term Borrowings and Long-term Debt

2009 2008
Short-term Borrowings
Current maturities of lor-term debt $ 56 $ 15
Other 3 10

$ 59 $ 25

Long-term Debt
Unsecured International Revolving Credit Facilgypires November 201 $ — $ —
Unsecured Revolving Credit Facility, expires NovemR012 5 29¢
Senior, Unsecured Term Loan, due July 2 — 37E
Senior Unsecured Nott 2,90¢ 2,54z
Capital lease obligations (See Note 24¢ 234
Other, due through 2019 (11¢ 67 70

3,227 3,52C
Less current maturities of lo-term deb (56) (15
Long-term debt excluding hedge accounting adjustr 3,171 3,50¢
Derivative instrument hedge accounting adjustmsee(Note 13 36 59
Long-term debt including hedge accounting adjustn $ 3,207 $ 3564

Our primary bank credit agreement comprises a $tillibn syndicated senior unsecured revolving @réatility (the “Credit Facility”) which matures in November 2C
and includes 23 participating banks with commitrseranging from $20 million to $113 million. Undére terms of the Credit Facility, we may borrowtaghe maximur
borrowing limit, less outstanding letters of credlitbankers acceptances, where applicable. At December @, our unused Credit Facility totaled $975 millioet o
outstanding letters of credit of $170 million. Taewere borrowings of $5 million outstanding undiee Credit Facility at December 26, 2009. The rigdé rate fc
borrowings under the Credit Facility ranges fror@586 to 1.25% over the London Interbank Offered R4tEBOR”) or is determined by an Alternate Base Rate, wtd
the greater of the Prime Rate or the Federal F&ale plus 0.50%. The exact spread over LIBOR erAliernate Base Rate, as applicable, depends opesformanc
under specified financial criteria. Interest oty autstanding borrowings under the Credit Faciktpayable at least quarterly.

We also have a $350 million, syndicated revolvinedit facility (the “International Credit Facilitypr “ICF”) which matures in November 2012 and includes 6 baritz
commitments ranging from $35 million to $90 millioThere was available credit of $350 million aral borrowings outstanding under the ICF at the eh&089. Thi
interest rate for borrowings under the ICF rangemf0.31% to 1.50% over LIBOR or is determined lyamadian Alternate Base Rate, which is the grexttire Citibank
N.A., Canadian Brancs publicly announced reference rate or the “Camadbollar Offered Rateplus 0.50%. The exact spread over LIBOR or theadam Alternat
Base Rate, as applicable, depends on our perfoenamnter specified financial criteria. Interest oy autstanding borrowings under the ICF is payalleast quarterly.
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The Credit Facility and the ICF are unconditionalyaranteed by our principal domestic subsidiariedditionally, the ICF is unconditionally guarasteby YUM. Thes
agreements contain financial covenants relatingnaintenance of leverage and fixed charge coveramye and also contain affirmative and negative cawes including
among other things, limitations on certain addiéiibmdebtedness and liens, and certain other tctiosa specified in the agreement. Given the Camizabalance she
and cash flows we were able to comply with all d=htenant requirements at December 26, 2009 wéthnaiderable amount of cushion.

The majority of our remaining longrm debt primarily comprises Senior Unsecured Bletéh varying maturity dates from 2011 through 2G8d stated interest ra
ranging from 4.25% to 8.88%. The Senior UnseciNetes represent senior, unsecured obligations amikl equally in right of payment with all of our stihg and futur
unsecured unsubordinated indebtedness.

During the second quarter of 2009 we completedsh tender offer to repurchase certain of our Sddiggecured Notes due July 1, 2012 with an aggregateipal amour
of $137 million. In conjunction with this transamt, we settled interest rate swaps with a noti@amabunt of $150 million that were hedging thesei@eldnsecured Note
receiving $14 million in cash. The net impact lo¢ repurchase of Senior Unsecured Notes and relatieest rate swap settlement had no significamgaict on Intere
expense.

In August 2009, we issued $250 million aggregateqgipal amount of 4.25% Senior Unsecured Notes dnatdue in September 2015 and $250 million aggeegr@ncipa
amount of 5.30% Senior Unsecured Notes that arérd8eptember 2019. We used the proceeds fronssuance of these Senior Unsecured Notes to repayiable rat
senior unsecured term loan, in an aggregate pahaimount of $375 million that was scheduled tourain 2011 and to make discretionary paymentsutgpension plar
in the fourth quarter of 2009.

The following table summarizes all Senior Unsecux¥edes issued that remain outstanding at Decenthe2@9:

Interest Rat

Principal Amount

Issuance Dat® Maturity Date (in_millions) Stated Effective ®)

April 2001 April 2011 $ 650 8.88% 9.20%

June 200: July 2012 $ 263 7.70% 8.04%

April 2006 April 2016 $ 300 6.25% 6.03%
October 200 March 201¢ $ 600 6.25% 6.38%
October 200" November 203 $ 600 6.88% 7.29%
September 200 September 201 $ 250 4.25% 4.44%
September 200 September 201 $ 250 5.30% 5.59%

(a) Interest payments commenced six months after isgudate and are payable s-annually thereafte

(b) Includes the effects of the amortization of any §i@mium or discount; (2) debt issuance costs;(@phdain or loss upon settlement of related treatacks an

forward starting interest rate swaps utilized toldgee the interest rate risk prior to the debt issearExcludes the effect of any swaps that remaistanding &
described in Note 1:

Our Senior Unsecured Notes, Credit Facility, anfl Bl contain crosslefault provisions, whereby a default under anthece agreements constitutes a default undel
of the other agreements.
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The annual maturities of short-term borrowings &omy-term debt as of December 26, 2009, excluding clalgi#gse obligations of $249 million and derivatinstrumen
adjustments of $36 million, are as follows:

Year ended
2010 $ 5
2011 654
2012 2738
2013 5
2014 6
Thereaftel 2,04¢
Total $ 2,98¢

Interest expense on short-term borrowings and teng-debt was $212 million, $253 million and $198liomn in 2009, 2008 and 2007, respectively.

Note 12 — Leases

At December 26, 2009 we operated more than 7,68f@ueants, leasing the underlying land and/or ingldéh nearly 6,200 of those restaurants with tast\ymajority of oL
commitments expiring within 20 years from the iniep of the lease. Our longest lease expires Bl2IWe also lease office space for headquartetsapport function

as well as certain office and restaurant equipmévé. do not consider any of these individual leasederial to our operations. Most leases requ@doupay relate
executory costs, which include property taxes, temance and insurance.
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Future minimum commitments and amounts to be receas lessor or sublessor under non-cancelablesleas set forth below:

Commitments Lease Receivable
Direct
Capital Operating Financing Operating

2010 $ 67 $ 535 $ 13 $ 50
2011 26 492 13 41
2012 25 446 13 35
2013 24 409 17 31
2014 24 369 16 28
Thereafter 243 2,424 72 118

$ 409 $ 4,675 $ 144 $ 303

At December 26, 2009 and December 27, 2008, theeptevalue of minimum payments under capital leases$249 million and $234 million, respectivekxt Decembe
26, 2009 and December 27, 2008, unearned inconoeiated with direct financing lease receivables $&& million and $63 million, respectively.

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

2009 2008 2007
Rental expens
Minimum $ 541 $ 531 $ 474
Contingent 128 113 81
$ 664 $ 644 $ 55E
Minimum rental income $ 38 $ 28 $ 23
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Note 13 — Derivative Instruments

The Company is exposed to certain market riskdingldo its ongoing business operations. The prynmaarket risks managed by using derivative instnts are intere
rate risk and cash flow volatility arising from &gn currency fluctuations.

We enter into interest rate swaps with the objecti¥ reducing our exposure to interest rate risit Envering interest expense for a portion of oxeéivate debt. A
December 26, 2009, our interest rate derivativeunsents have an outstanding notional amount ob$fillion and have been designated as fair valugée of a portic
of our debt. The critical terms of these swapsluding reset dates and floating rate indices m#tolse of our underlying fixethte debt and no ineffectiveness has
recorded.

We enter into foreign currency forward contractthvihe objective of reducing our exposure to cémlv ¥/olatility arising from foreign currency flucations associated w
certain foreign currency denominated intercompdrgrtserm receivables and payables. The notional amaooaturity date, and currency of these contracteimtnose ¢
the underlying receivables or payables. For tHossgn currency exchange forward contracts thahaee designated as cash flow hedges, we measffedtiveness t
comparing the cumulative change in the forward @mttwith the cumulative change in the hedged itéth.December 26, 2009, foreign currency forwarahteact:
outstanding had a total notional amount of $687iomil

The fair values of derivatives designated as hegigistruments for the year ended December 26, 2@086:

Fair Value Consolidated Balance Sheet Locat
Interest Rate Swag $ 44 Other asset
Foreign Currency Forwar— Asset 6 Prepaid expenses and other current a:
Foreign Currency Forwarc Liability 3 Accounts payable and other current liabilit
Total $ 47

The unrealized gains associated with our intei@st swaps that hedge the interest rate risk fartéom of our debt have been reported as an additfdb36 million to long-
term debt at December 26, 2009. During the yede@rDecember 26, 2009, Interest expense, net wiasad by $31 million, for recognized gains on thiederest rat
swaps, including $13 million related to the set#ernof interest rate swaps that were hedging tli€ Eenior Unsecured Notes that were extinguished (®te 11).

For our foreign currency forward contracts thedaling effective portions of gains and losses wexdgnized into Other Comprehensive Income (“O@HY reclassifie
into income from OCI in the year ended December2®®9.

2009
Gains (losses) recognized into OCI, net of $ (4)
Gains (losses) reclassified from Accumulated O@ income, net of ta $ 9)

The gains/losses reclassified from Accumulated @& income were recognized as Other income (exg@einsour Consolidated Statement of Income, largefgetting
foreign currency transaction losses/gains recordieen the related intercompany receivables and payabere adjusted for foreign currency fluctuatio@hanges in fa
values of the foreign currency forwards recognidedctly in our results of operations either froneffectiveness or exclusion from effectivenessrigsivere insignificar
in the year ended December 26, 2009.
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We had a net deferred loss of $12 million, neteof, ias of December 26, 2009 within Accumulated @@ to treasury locks and forward starting interat swaps th
have been cash settled, as well as outstandingyfocairrency forward contracts. The majority oftloss arose from the settlement of forward sigrinterest rate swa
entered into prior to the issuance of our Seniosédnred Notes due in 2037, and is being reclassedarnings through 2037 to interest expense&009, 2008 and 20!
an insignificant amount was reclassified from Acalated OCI to Interest expense, net as a restiitasfe previously settled cash flow hedges.

As a result of the use of derivative instrumenite €Company is exposed to risk that the countegsmamtiill fail to meet their contractual obligation¥o mitigate th
counterparty credit risk, we only enter into contsawith carefully selected major financial institins based upon their credit ratings and othetofac and continual
assess the creditworthiness of counterpartiesDesember 26, 2009, all of the counterparties toimerest rate swaps and foreign currency forwaats investment gra
ratings. To date, all counterparties have perfarimeaccordance with their contractual obligations.

Note 14 — Fair Value Disclosures

The following table presents the fair values fargh assets and liabilities measured on a recupasg.

Fair Value
Description Level 2009 2008
Foreign Currency Forwards, r 2 $ 3 $ 12
Interest Rate Swaps, r 2 44 62
Other Investment 1 13 10
Total $ 60 $ 84

The fair value of the Comparg/foreign currency forwards and interest rate sweg® determined based on the present value ofteegbéuture cash flows considering
risks involved, including nonperformance risk, arging discount rates appropriate for the duratiaseld upon observable inputs. The other investnirecitsde investmen
in mutual funds, which are used to offset fluctoasi in deferred compensation liabilities that erppls have chosen to invest in phantom shares tdck $hdex Fund ¢
Bond Index Fund. The other investments are claskHs trading securities and their fair value esedmined based on the closing market prices ofébpective mutu
funds as of December 26, 2009 and December 27,.2008
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The following table presents the fair values fargd assets and liabilities measured at fair valuang 2009 on a norecurring basis, and remaining on our Consolic
Balance Sheet as of December 26, 2009. Totaldasskide losses recognized from all non-recurfaigvalue measurements during the year ended Dieee26, 2009:

Fair Value Measurements Usi Total Losse:
As of
Description December 26, 200 Level 1 Level 2 Level 3 2009
Long-lived assets held for u: $ 30 $ — $ — $ 30 $ 56
Goodwill — — — — 38

Long-lived assets held for use presented in thie taove include restaurants or groups of restasithat were impaired as a result of our sanmiual impairment review
restaurants not meeting held for sale criteria Hzate been offered for sale at a price less thaim darrying value during the year ended Decemifer2R09. Of the $t
million in impairment charges shown in the tablewab for the year ended December 26, 2009, $20anmillvas included in Refranchising (gain) loss anfl s#llion was
included in Closures and impairment (income) expstis the Consolidated Statements of Income.

Goodwill in the table above includes the goodwilipairment charges for our Pizza Hut South Korea laifsfA&W-U.S. reporting units, which are discussed in |
10. These impairment charges were recorded inuBdgsand impairment (income) expenses in the Citzgetl Statements of Income.

At December 26, 2009 the carrying values of cashash equivalents, accounts receivable and acc@aygble approximated their fair values becaugbeohortierm
nature of these instruments. The fair value okscotceivable net of allowances and lease guasatése subsequent amortization approximates theiyiog value. Th
Companys debt obligations, excluding capital leases, vestenated to have a fair value of $3.3 billion, pamed to their carrying value of $3 billion. Weiemted the fa
value of debt using market quotes and calculati@sed on market rates.

Note 15 — Pension and Post-retirement Medical Beritf

Pension Benefits.We sponsor noncontributory defined benefit pemgitans covering certain fulime salaried and hourly U.S. employees. The miggtificant of thes
plans, the YUM Retirement Plan (the “Plan§,funded while benefits from the other U.S. plans paid by the Company as incurred. During 2804 plans covering o
U.S. salaried employees were amended such thatsalayied employee hired or rehired by YUM after 8eger 30, 2001 is not eligible to participate hode
plans. Benefits are based on years of serviceeanuings or stated amounts for each year of ser¥é¢e also sponsor various defined benefit penglans covering certa
of our nonY.S. employees, the most significant of which ar¢hie U.K. Our plans in the U.K. have previouseeh amended such that new employees are not elig
participate in these plans.
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Obligation and Funded Status at Measurement Date:

The following chart summarizes the balance sheeigh as well as benefit obligations, assets, anddd status associated with our U.S. pension m@adssignificar
International pension plans. The actuarial vabretifor all plans reflect measurement dates coimgiaith our fiscal year ends.

U.S. Pension Plar International Pension Pla
2009 2008 2009 2008
Change in benefit obligation
Benefit obligation at beginning of ye $ 92z $ 84z $ 12¢ $ 161
Measurement date adjustmi — 21 — 2
Service cos 26 30 5 8
Interest cos 58 53 7 8
Participant contribution — — 2 2
Plan amendmen 1 1 — —
Acquisitions — — — —
Curtailment gair 9) (6) — —
Settlement los 2 1 — —
Special termination benefi 4 13 — —
Exchange rate chang — — 15 (48)
Benefits paic (47) (48) (©)] 3
Settlement paymen (20) 9) — —
Actuarial (gain) los: 62 25 18 4
Benefit obligation at end of ye $ 1,01 $ 922 $ 17C $ 12¢
Change in plan asset
Fair value of plan assets at beginning of y $ 51z $ 73z $ 83 $ 13¢
Actual return on plan asse 13z (213) 20 (33
Employer contribution 252 54 28 12
Participant contribution — — 2 2
Settlement paymen (20) 9) — —
Benefits paic (47) (48) (©)] 3
Exchange rate chang — — 11 (34
Administrative expense ©)] ©)] — —
Fair value of plan assets at end of year $ 83t $ 513 $ 141 $ 83
Funded status at end of yea $_drn $ (410 $ (29) $ (43)

91




Amounts recognized in the Consolidated Balance S

U.S. Pension Plar

International Pension Pla

2009 2008 2009 2008

Accrued benefit liability- current $ (8) $ 11 — $ —
Accrued benefit liability- nor-current (167) (399 (29 (43
$ (179%) $ (410 (29) $ (43)

Amounts recognized as a loss in Accumulated Otlven@ehensive Incom:

U.S. Pension Plar

International Pension Pla

2009 2008 2009 2008
Actuarial net los: $ 342 $ 371 48 $ 41
Prior service cos 4 3 — —
$ 34€ $ 374 48 $ 41

The accumulated benefit obligation for the U.S. amigrnational pension plans was $1,099 million &8¥0 million at December 26, 2009 and December2®D8

respectively.
Information for pension plans with an accumulated kenefit obligation in excess of plan asset

U.S. Pension Plar

International Pension Pla

2009 2008 2009 2008
Projected benefit obligatic $ 1,01C $ 923 82 $ 63
Accumulated benefit obligatic 95¢ 867 76 58
Fair value of plan asse 83t 51¢ 71 34

Information for pension plans with a projected benéit obligation in excess of plan asset:

U.S. Pension Plar

International Pension Pla

2009 2008 2009 2008
Projected benefit obligatic $ 1,01C $ 923 17¢ $ 12€
Accumulated benefit obligatic 95¢ 867 141 10z
Fair value of plan asse 83t 51¢ 141 83

Our funding policy with respect to the U.S. Platdsontribute amounts necessary to satisfy mininpemsion funding requirements, including requiretaaf the Pensic
Protection Act of 2006, plus such additional amseundm time to time as are determined to be apjatgto improve the U.S. Planfunded status. We currently do

plan to make any contributions to the U.S. PlaadaO0.
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The funding rules for our pension plans outsid¢hef U.S. vary from country to country and dependrany factors including discount rates, performaoicplan asset
local laws and regulations. The projected berafligation of our pension plans in the U.K. excaebgéan assets by $29 million at our 2009 measuremieie. We ha\
committed to make discretionary funding contribnof approximately $15 million in 2010 to one loése plans.

We do not anticipate any plan assets being retuiméte Company during 2010 for any plans.

Components of net periodic benefit cost:

U.S. Pension Plar

International Pension Pla

Net periodic benefit cost 2009 2008 2007 2009 2008 2007
Service cos $ 26 $ 30 33 5 $ 8 $ 9
Interest cos 58 53 50 7 8 8
Amortization of prior service co( 1 — 1 — — —
Expected return on plan ass (59 (59 (51 @) 9) 9)
Amortization of net los 13 6 23 2 — 1
Net periodic benefit co: $ 39 $ 36 56 7 $ 7 $ 9
Additional loss recognized due to:

Settlemen(®) $ 2 $ 2 — — $ — $ —

Special termination benefi©) $ 4 $ 13 — — $ — $ —
Pension losses in accumulated other comprehensiveome (loss):

U.S. Pension Plar International Pension Pla
2009 2008 2009 2008

Beginning of yea $ 374 $ 80 $ 41 $ 13
Net actuarial los (15 301 5 40
Amortization of net los (13 (6) 2 —
Settlement: Q) 0] — —
Prior service cos 2 — — —
Amortization of prior service co: Q) — — —
Exchange rate chang — — 4 (12)
End of yeal $ 34€ $ 374 $ 48 $ 11
(@) Prior service costs are amortized on a str-line basis over the average remaining service gari@mployees expected to receive bene
(b) Settlement loss results from benefit payments feonor-funded plan exceeding the sum of the service gubirgerest cost for that plan during the ye
(c) Special termination benefits primarily relatedhe 1J.S. business transformation measures take®0d8 &nd 200¢
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The estimated net loss for the U.S. and Internatipension plans that will be amortized from acclated other comprehensive loss into net perioditsfps cost in 2010
$23 million and $2 million, respectively. The eséted prior service cost for the U.S. pension pthas will be amortized from accumulated other coehensive loss in

net periodic pension cost in 2010 is $1 million.

Weighted-average assumptions used to determine benefit opéitions at the measurement dates:

U.S. Pension Plar International Pension Plal
2009 2008 2009 2008

Discount rate 6.30% 6.50% 5.50% 5.50%
Rate of compensation incree 3.75% 3.75% 4.41% 4.10%

Weighted-average assumptions used to determine the net pedic benefit cost for fiscal years

U.S. Pension Plar International Pension Plal
2009 2008 2007 2009 2008 2007
Discount rate 6.50% 6.50% 5.95% 5.50% 5.60% 5.00%
Long-term rate of return on plan ass 8.00% 8.00% 8.00% 7.20% 7.28% 7.07%
Rate of compensation incree 3.75% 3.75% 3.75% 4.11% 4.30% 3.78%

Our estimated long-term rate of return on plan @ssepresents the weightederage of expected future returns on the assegeaes included in our target investn
allocation based primarily on the historical resifar each asset category, adjusted for an assassineurrent market conditions.
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Plan Assets

The fair values of our pension plan assets at Dbeer26, 2009 by asset category and level withirfaivevalue hierarchy are as follows:

U.S. Pension International
Plans Pension Plan
Level 1:
Cash $ 4 $ 7
Level 2:
Cash Equivalent® 39 —
Equity Securitie- U.S. Large ca|® 271 5
Equity Securitie- U.S. Mid cag® 46 —
Equity Securitie- U.S. Small caj® 46 —
Equity Securitie- Non-U.S.®) 89 96
Fixed Income Securitie- U.S. Corporat®) 194 14
Fixed Income Securitie- U.S. Government and Government Agen(©) 132 —
Fixed Income Securities — Non-U.S. Governnief® 14 19
Total fair value of plan assets $ 83t $ 141
(a) Shor-term investments in money market fur
(b) Securities held in common trus
(c) Investments held by the U.S. Plan are directly |

Our primary objectives regarding the investmerdatsgy for the Plais’ assets, which make up 86% of total pension aeta at the 2009 measurement date, are to 1
interest rate and market risk, to provide adegligtdity to meet immediate and future payment iegments and to meet minimum funding requiremeits.achieve the:
objectives, we are using a combination of activeé passive investment strategies. Our equity seéesiricurrently targeted at 55% of our investmen, rmonsist primaril:
of low cost index funds focused on achieving ldegn capital appreciation. We diversify our equisk by investing in several different U.S. andefign market inde
funds. Investing in these index funds providesaith the adequate liquidity required to fund beh@yments and plan expenses. The fixed incomet adlocatior
currently targeted at 45% of our mix, is activelpmaged and consists of long duration fixed incosmisties that help to reduce exposure to intenst variation and
better correlate asset maturities with obligations.

A mutual fund held as an investment by the Platutfes YUM stock valued at less than $0.5 milliorDacember 26, 2009 and December 27, 2008 (lessl#taaf tota
plan assets in each instance).
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Benefit Payments

The benefits expected to be paid in each of thé finexyears and in the aggregate for the five gehereafter are set forth below:

u.S. International

Year ended Pension Plan Pension Plan
2010 $ 52 $ 2
2011 51 2
2012 40 2
2013 48 2
2014 46 2
2015- 2019 27¢ 10

Expected benefits are estimated based on the sssneptions used to measure our benefit obligatiothe measurement date and include benefits atblrito estimate
further employee service.
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Post-retirement Medical Benefits

Our postretirement plan provides health care benefits,gipailly to U.S. salaried retirees and their depetsleand includes retiree cost sharing provisidbsring 2001
the plan was amended such that any salaried enmglayed or rehired by YUM after September 30, 2B0dot eligible to participate in this plan. Emydes hired prior 1
September 30, 2001 are eligible for benefits if/theeet age and service requirements and qualifyefiirement benefits. We fund our pestirement plan as benefits
paid.

At the end of both 2009 and 2008, the accumulatetetirement benefit obligation was $73 million. Therecognized actuarial loss recognized in Accutedlathe
comprehensive loss is less than $1 million at the @f 2009 and $2 million at the end of 2008. Tie¢ periodic benefit cost recorded in 2009, 2008 2007 was ¢
million, $10 million and $5 million, respectivelyhe majority of which is interest cost on the acalated postetirement benefit obligation. 2009 and 2008 castfudec
$1 million and $4 million, respectively, of spectarmination benefits primarily related to the UbBsiness transformation measures described in Nofgpproximately $
million was charged to retained earnings in 2008teel to changing the measurement date for our-netistment plan to our fiscal year end. The wedgkaverag
assumptions used to determine benefit obligatioms reet periodic benefit cost for the paostirement medical plan are identical to those fesvs for the U.S. pensit
plans. Our assumed heath care cost trend ratehéddiollowing year as of 2009 and 2008 are 7.8% &5%, respectively, with expected ultimate treatks of 4.59
reached in 2028 and 5.25% reached in 2015, respécti

There is a cap on our medical liability for certagtirees. The cap for Medicare eligible retireess reached in 2000 and the cap for Medicare eligible retirees
expected to be reached in 2011; once the capébedaour annual cost per retiree will not increaene-percentagpeint increase or decrease in assumed health oat
trend rates would have less than a $1 million imjpactotal service and interest cost and on thé-mBement benefit obligation. The benefits expddb be paid in ea
of the next five years are approximately $7 milleomd in aggregate for the five years thereafte$&demillion.

Note 16 — Stock Options and Stock Appreciation Righ
At year end 2009, we had four stock award plansfiect: the YUM! Brands, Inc. Long-Term Incentivéa® and the 1997 Long-Term Incentive Planoffectively the
“LTIPs"), the YUM! Brands, Inc. Restaurant Genek&nager Stock Option Plan (“RGM Plan”) and the YUBHands, Inc. SharePower Plan (“SharePowedider al

our plans, the exercise price of stock options stodk appreciation rights (“SARs@ranted must be equal to or greater than the agaregket price or the ending mai
price of the Company’s stock on the date of grant.
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Potential awards to employees and momployee directors under the LTIPs include stodioog, incentive stock options, SARs, restrictaatkt stock units, restricted stc
units, performance restricted stock units, perfarogashare units and performance units. Througlember 26, 2009, we have issued only stock optiSARS, restricte
stock units and performance share units under THed. While awards under the LTIPs can have varyesting provisions and exercise periods, outstanawards und:
the LTIPs vest in periods ranging from immediat® tgears and expire ten years after grant.

Potential awards to employees under the RGM Plaludie stock options, SARs, restricted stock anttioésd stock units. Through December 26, 2009 haree issue
only stock options and SARs under this plan. RG&hRwards granted have a four year cliff vestingqul and expire ten years after grant. CertailVR&@an awards a
granted upon attainment of performance conditiorthé previous year. Expense for such awardsisgrézed over a period that includes the perforraaromdition perioc

Potential awards to employees under SharePoweardadtock options, SARs, restricted stock andiogstt stock units. SharePower awards consist ohbtock option
and SARs to date, which vest over a period ranffimg one to four years and expire no longer thanyears after grant.

At year end 2009, approximately 24 million sharesevavailable for future share-based compensatiamsg under the above plans.

We estimated the fair value of each award madendu2i009, 2008 and 2007 as of the date of granigusia Black-Scholes optiopricing model with the followin
weighted-average assumptions:

2009 2008 2007
Risk-free interest rat 1.9% 3.C% 4.7%
Expected term (year: 5.9 6.C 6.0
Expected volatility 32.2% 30.9% 28.9%
Expected dividend yiel 2.6% 1.7% 2.0%

We believe it is appropriate to group our awards two homogeneous groups when estimating expeéeted These groups consist of grants made priynaritestaurant-
level employees under the RGM Plan, which clifftvafier four years and expire ten years after grantl grants made to executives under our othek stowvard plan:
which typically have a graded vesting scheduleS%fo2er year over four years and expire ten yedes gfant. We use a single weight@ekrage term for our awards t
have a graded vesting schedule. Based on analfysisr historical exercise and post-vesting terrtiamabehavior, we have determined that our restddexel employee
and our executives exercised the awards on averfegyefive years and six years, respectively.

When determining expected volatility, we considettbhistorical volatility of our stock as well asplied volatility associated with our traded opson
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A summary of award activity as of December 26, 2G0fI changes during the year then ended is pegbéptow.

Weighted-Average Weighted- Average Aggregate
Exercise Remaining Intrinsic Value

Shares Price Contractual Tern (in millions)
Outstanding at the beginning of the y 46,91¢ $ 20.5¢
Grantec 7,76¢€ 29.3(
Exercisec (10,64¢) 12.8:2
Forfeited or expire (2,379 30.4¢€

Outstanding at the end of the y 41,66t $ 23.5¢ 5.7¢ $ 502

Exercisable at the end of the yi 25,12 $ 18.7¢ 4.2( $ 42C

The weighted-average grad#te fair value of awards granted during 2009, 2808 2007 was $7.29, $10.91 and $8.85, respectiviie total intrinsic value of sto
options and SARs exercised during the years endmxbmber 26, 2009, December 27, 2008 and Decembe20R9, was $217 million, $145 million and $238 lioi,
respectively.

As of December 26, 2009, there was $93 million mfegognized compensation cost, which will be redumg any forfeitures that occur, related to unvestevards that
expected to be recognized over a remaining weightetlage period of 2.6 years. The total fair valtigrant date of awards vested during 2009, 20082807 was $t
million, $54 million and $57 million, respectively.

The total compensation expense for stock optionsS#Rs recognized was $48 million, $51 million &%6 million in 2009, 2008 and 2007, respectivele related te
benefit recognized from this expense was $16 milli&l7 million and $19 million in 2009, 2008 andZ0respectively.

Cash received from stock options exercises for 22008 and 2007, was $113 million, $72 million &1d.2 million, respectively. Tax benefits realizeu our tax returr
from tax deductions associated with stock optiars 8ARs exercised for 2009, 2008 and 2007 totat&drillion, $40 million and $76 million, respectlye

While historically the Company has repurchasedeshaf our Common Stock on the open market to gadisfird exercises, we did not repurchase sharésgd2009.

In January 2008, we granted an award of 187,398iates] stock units to our Chief Executive OffiQe€EO”). The award was made under the LTIPs. The award
after four years and had a market value of $7.0aniks of January 24, 2008. The award is beimgeresed over the four year vesting period. The dwali be paid to oL
CEO in shares of YUM common stock six months follogvhis retirement provided that he does not leheecompany before the award vests. We recogi#i2edillion of
expense in both 2009 and 2008.

In 2009 we modified our lonterm incentive compensation program for certaincatiges, including our CEO, Chief Financial Officand our operating segm:
Presidents. As part of these changes we grant@®9®erformance share units, with a total gram¢ dair value of $2.3 million, under the LTIPs. elawards vest aft
three years and are being expensed over this peTibd ultimate number of shares to be issuednsimgent upon the achievement of certain perforrearanditions with
maximum payout of 156,998 shares. Total expensegrézed in 2009 for these awards was $0.8 millidnditionally, these executives are no longeribligto participat
in the matching stock program under our Executheine Deferral Program as described in Note 17.
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Note 17 — Other Compensation and Benefit Programs

Executive Income Deferral Program (tHeID Plarf')

The EID Plan allows participants to defer receipta@ortion of their annual salary and all or atjor of their incentive compensation. As defingdtbe EID Plan, w
credit the amounts deferred with earnings basetherinvestment options selected by the participaiiteese investment options are limited to cashpptm shares of o
Common Stock, phantom shares of a Stock Index Fnttlphantom shares of a Bond Index Fund. Addilipnthe EID Plan allows participants to defer intige
compensation to purchase phantom shares of our @on8tock and receive a 33% Company match on theiatmieferred. Deferrals receiving a match arelamto &
restricted stock unit award in that participantdl wyenerally forfeit both the match and incentivempensation amounts deferred if they voluntarilpasate fror
employment during a vesting period that is two geale expense the intrinsic value of the matchthedncentive compensation over the requisiteisergeriod whic
includes the vesting period. Investments in c#tsh Stock Index fund and the Bond Index fund wéldistributed in cash at a date as elected byrimoyee and therefo
are classified as a liability on our Consolidategla®ice Sheets. We recognize compensation experiseoone for the appreciation or depreciation, eesipely, of thes
investments. We recognized compensation expen$é ofillion in 2009, compensation income of $4 raillin 2008 and compensation expense of $4 milipA007 fo
losses and earnings on these investments.

As investments in the phantom shares of our Com@imek can only be settled in shares of our Commimtk$S we do not recognize compensation expensehk
appreciation or the depreciation, if any, of thesestments. Deferrals into the phantom sharesiofCommon Stock are credited to the Common StamioAnt as they a
earned. As of December 26, 2009, deferrals to toharshares of our Common Stock within the EID Plaraled approximately 6.4 million shares. We reungc
compensation expense for amortization of the Compaaitch of $5 million, $6 million and $5 milliom 2009, 2008 and 2007, respectively. These expemsents do ni
include the salary or bonus actually credited ton@mn Stock of $23 million, $20 million and $17 rwh in 2009, 2008 and 2007, respectively.

Contributory 401(k) Plan

We sponsor a contributory plan to provide retiretrizenefits under the provisions of Section 401(k}he Internal Revenue Code (the “401(k) Plafdi eligible U.S
salaried and hourly employees. Participants aletabelect to contribute up to 75% of eligible quensation on a prx basis. Participants may allocate their contridns
to one or any combination of 10 investment options selfmanaged account within the 401(k) Plan. Effecfimecontributions made from and after April 1, 200&
match 100% of the participant’s contribution to #@(k) Plan up to 6% of eligible compensationioPto April 1, 2008, we matched 100% of the papiémt’'s contributiol
to the 401(k) Plan up to 3% of eligible compensatmd 50% of the participastcontribution on the next 2% of eligible compeisat We recognized as compensa
expense our total matching contribution of $16 imnillin 2009 and 2008 and $13 million in 2007.
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Note 18 — Shareholders’ Equity

There were no shares of our Common Stock repurdhdseng 2009. Under the authority of our BoardDafectors, we repurchased shares of our CommockStaring

2008 and 2007. All amounts exclude applicabledaation fees.

Shares Repurchaset

Dollar Value of Shares

(thousands) Repurchased

Authorization Date 2009 2008 2007 2009 2008 2007
September 200 — — — $ — $ — $ —
January 200: — 23,94: — — 80z —
October 200" — 22,87t 11,43: — 81% 437
March 2007 — — 15,09: — — 50C
September 2006 — — 15,27 — — 46¢

Total — 46,81¢ 41,79 $ — $  161F@ $  1,40€d

(a) Amount excludes the effect of $13 million in shaepurchases (0.4 million shares) with trade datées po the 2007 fiscal year end but cash settlentere:

subsequent to the 2007 fiscal year ¢

(b) Amount excludes the effects of $17 million in shaepurchases (0.6 million shares) with trade datés to the 2006 fiscal year end but cash settiendate
subsequent to the 2006 fiscal year end and incltieegffect of $13 million in share repurchased (@illion shares) with trade dates prior to the 2@i8cal yea

end but cash settlement dates subsequent to tfTefi2gal year

As of December 26, 2009, we have $300 million akdé for future repurchases under our Septembed 808re repurchase authorization.

Accumulated Other Comprehensive Income (Loss)Comprehensive income is Net Income plus certalmeroitems that are recorded directly to sharehslde

equity. Amounts included in accumulated other coghpnsive loss for the Company’s derivative insenta and unrecognized pension and pestement losses ¢
recorded net of the related income tax effectsfeR® Note 15 for additional information about qaension accounting and Note 13 for additional rimfation about ot
derivative instruments. The following table giviesther detail regarding the composition of accumted other comprehensive income (loss) at Decer@®e2009 an

December 27, 2008.

Foreign currency translation adjustm
Pension and pc-retirement losses, net of t
Net unrealized losses on derivative instrumentsphtax

Total accumulated other comprehensive income (

2009 2008
$ 47 $ (129
(259 (272)

(12) 17)

$ (224) $ (418




Note 19 — Income Taxes

The details of our income tax provision (benefig aet forth below:

2009 2008 2007
Current: Federal $ (22) $ 168 $ 17t
Foreign 251 151 151
State 11 (€3] ©)]
241 31¢ 32t
Deferred:  Federal 92 (12 (71)
Foreign (30 3 27
State 10 10 3
72 1 (41
$ 312 $ 31¢ $ 282

For 2009, the current federal tax benefit resuftedh the favorable impact for pension contributionade during the year and lower U.S. taxable incoiftee benef
associated with pension contributions was fullyseffin the deferred federal provision. Also, f@09, the current foreign tax provision included &xpense primari
related to continued growth in the China busineswell as withholding tax expense associated vhighdistribution of intercompany dividends.

The deferred tax provision includes $26 millionQ$8illion and $120 million of benefit in 2009, 20@&d 2007, respectively, for changes in valuatitowences due 1
changes in determinations regarding the likelihobthe use of certain deferred tax assets thatezkist the beginning of the year. The deferredotaxision also include
$16 million, $43 million and $16 million in 2009028 and 2007, respectively, for increases in vanaillowances recorded against deferred tax agseisrated during tl
year. The increase for 2008 includes a full vatratllowance for net operating losses generateddstain tax planning strategies implemented dutheyyear. Toti
changes in valuation allowances, including the ictyd foreign currency translation and other adpestts, were decreases of $67 million, $54 milliod &37 million ir
2009, 2008 and 2007, respectively. See additidisalission of valuation allowance adjustments édfiective tax rate discussion on the following@a

The deferred foreign tax provision includes lesntf1 million of expense in 2009 and 2008, respelsti and $17 million of expense in 2007 for thepamnt of changes
statutory tax rates in various countries. The eteforeign tax provision in 2008 includes $36lioil of expense offset by the same amount in theeot foreign ta
provision that resulted from a tax law change. $t& million of expense in 2007 includes $20 miilifmr the Mexico tax law change enacted duringftheth quarter c
2007.

The deferred state tax provision in 2009 includ&8 #illion ($7 million, net of federal tax) of expse for the impact of pension contributions madenduthe year. Tt

deferred state tax provision in 2008 includes $ilian ($12 million, net of federal tax) of expens$er the impact associated with our plan to distiébcertain foreig
earnings. The deferred state tax provision in 286udes $4 million ($3 million, net of federakjeof benefit for the impact of state law changes.
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U.S. and foreign income before income taxes aréoset below:

2009 2008 2007
u.s. $ 26¢ $ 43C $ 527
Foreign 1,127 861 664
$ 1,39¢ $ 1,291 $ 1,191

The reconciliation of income taxes calculated attthS. federal tax statutory rate to our effectaserate is set forth below:

2009 2008 2007
U.S. federal statutory ra 35.(% 35.(% 35.(%
State income tax, net of federal tax ben 1.C 0.6 1.C
Foreign and U.S. tax effects attributable to fonedgperations (11.9 (14.£ (5.7
Adjustments to reserves and prior ye (0.€) 3.5 2.€
Valuation allowance additions (reverse (0.7) 0.6 (9.0
Other, nei (0.9 (0.5 (0.9)

Effective income tax rat 225 247 _ 231%
Our 2009 effective tax rate was positively impadbgcthe year-over-year change in adjustments terves and prior years (including certain outyefrs adjustments tt
decreased our effective tax rate by 1.6 percergaggs in 2009). Benefits associated with our ifgmeand U.S. tax effects attributable to foreigr@ions decreased ver
prior year as a result of withholding taxes assed with the distribution of intercompany dividendnd an increase in tax expense for certain foreigrkets. The:
increases were partially offset by lapping a 20QBe@se associated with our plan to distribute geffiareign earnings. Our 2009 effective tax ratasvalso positive
impacted by the reversal of foreign valuation alomes associated with certain deferred tax adsatsve now believe are more likely than not taukibzed on future ta
returns. Additionally, our rate was lower as aufesf lapping the 2008 gain on the sale of oueiiast in our unconsolidated affiliate in Japan.

Our 2008 effective income tax rate was negativelpacted versus 2007 by lapping valuation allowareersals made in the prior year as discussed beldis negativ
impact was partially offset by the reversal of fgrevaluation allowances in the current year asgedi with certain deferred tax assets that we nelie\e are more like
than not to be utilized on future tax returns. Riddally, the effective tax rate was negativelypacted by the year-oveear change in adjustments to reserves and
years (including certain out-gfear adjustments that increased our effective && by 1.8 percentage points in 2008). Benefito@iated with our foreign and U.S.
effects attributable to foreign operations posigivienpacted the effective tax rate as a resultapiping 2007 expenses associated with the distoibwdf an intercompar
dividend and adjustments to our deferred tax ba&sulcat resulted from the Mexico tax law changdueher discussed below, as well as a higher pgacee of our incon
being earned outside the U.S. These benefits wargally offset in 2008 by the gain on the saleoof interest in our unconsolidated affiliate irppda and expen
associated with our plan to distribute certain ifgmeearnings. We also recognized deferred taxta$sethe net operating losses generated by oetdai planning strategi
implemented in 2008 included in foreign and U.& é&dfects attributable to foreign operations (1atgentage point impact). However, we provided la Vialuatior
allowance on these assets as we do not beliegenibre likely than not that they will be realizexthe future.
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Our 2007 effective income tax rate was positivehpacted by valuation allowance reversals. In Déman2007, the Company finalized various tax plagrsirategie
based on completing a review of our internatiorm@rations, distributed a $275 million intercompaliyidend and sold our interest in our Japan uncigested affiliate. A
a result, in the fourth quarter of 2007, we reverapproximately $82 million of valuation allowancessociated with foreign tax credit carryovers #rat more likely the
not to be claimed on future tax returns. In 2088hefits associated with our foreign and U.S. ffeces attributable to foreign operations were riegdy impacted by $3
million of expense associated with the $275 milliotrercompany dividend and approximately $20 millaf expense for adjustments to our deferred téanas as a res
of the Mexico tax law change enacted during thetfoquarter of 2007.

Adjustments to reserves and prior years includeefffiects of the reconciliation of income tax amaurgcorded in our Consolidated Statements of Inctom@mount
reflected on our tax returns, including any adjuestts to the Consolidated Balance Sheets. Adjugsrerreserves and prior years also includes clraimgeax reserve
including interest thereon, established for potngixposure we may incur if a taxing authority &leeposition on a matter contrary to our posititvle evaluate the
reserves on a quarterly basis to ensure that theg heen appropriately adjusted for events, inolydiudit settlements that we believe may impacteaposure.

The details of 2009 and 2008 deferred tax asdetsl{fies) are set forth below:

2009 2008
Net operating loss and tax credit carryforwe $ 23C $ 25¢€
Employee benefit 14¢ 23z
Shar-based compensatic 10€ 96
Self-insured casualty clairr 59 71
Lease related liabilitie 157 15C
Various liabilities 10C 98
Deferred income and oth 30 41
Gross deferred tax ass 83C 94t
Deferred tax asset valuation allowan (187) (2549
Net deferred tax asse $ 643 $ 691
Intangible assets and property, plant and equipi $ (184 $ (164)
Lease related asse¢ (75) (69)
Other (125) (134
Gross deferred tax liabilitie (389 (367)
Net deferred tax assets (liabilitie $ 256 $ 324
Reported in Consolidated Balance Sheet:
Deferred income taxe- current $ 81 $ 81
Deferred income taxe— long-term 251 30C
Accounts payable and other current liabilit ()] 4)
Other liabilities and deferred cred (66) (53
$ 25¢ $ 324
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We have not provided deferred tax on certain uritlisted earnings from our foreign subsidiaries asbelieve they are indefinitely reinvested. Thisoant may becon
taxable upon an actual or deemed repatriation stafrom the subsidiaries or a sale or liquidatibthe subsidiaries. We estimate that our togtlundistributed earnin
upon which we have not provided deferred tax tapgroximately $875 million at December 26, 2009détermination of the deferred tax liability on bugarnings is n
practicable.

Foreign operating and capital loss carryforwardalirog $610 million and state operating loss camyfards totaling $1.4 billion at year end 2009 lagéng carried forwal
in jurisdictions where we are permitted to useltsses from prior periods to reduce future taxatbd®eme. These losses will expire as follows: $iidion in 2010, $15
million between 2011 and 2014, $1.4 billion betw@&15 and 2029 and $428 million may be carried &drvndefinitely. In addition, tax credits totagi$4 million ar
available to reduce certain state liabilities, dfieh all may be carried forward indefinitely.

We recognize the benefit of our positions takem)grected to be taken in our tax returns in thenfimel statements when it is more likely than nat.(a likelihood of moi
than fifty percent) that the position would be sirs¢d upon examination by tax authorities. A rexpgd tax position is then measured at the largesiunt of benefit th
is greater than fifty percent likely of being realdl upon settlement.

The Company had $301 million of unrecognized tamefiés at December 26, 2009, $259 million of whidtrecognized, would affect the effective incona trate. /
reconciliation of the beginning and ending amounirrecognized tax benefits follows:

2009 2008
Beginning of Yea $ 29€ $ 34z
Additions on tax positions related to the curregan 48 53
Additions for tax positions of prior yea 59 21
Reductions for tax positions of prior yei (68) (110)
Reductions for settlemen (33 2)
Reductions due to statute expirat (6) (@)
Foreign currency translation adjustm 5 2
End of Yea $ 301 $ 29¢

The major jurisdictions in which the Company file€ome tax returns include the U.S. federal judgdn, China, the United Kingdom, Mexico and AuB&aAs of
December 26, 2009, the earliest years that the @ognwas subject to examination in these jurisdigtiovere 1999 in the U.S., 2006 in China, 2003 énUinited Kingdorr
2001 in Mexico and 2005 in Australia. In additidhe Company is subject to various U.S. state iretax examinations, for which, in the aggregate hae significar
unrecognized tax benefits at December 26, 200® ddmpany believes that it is reasonably posshaeits unrecognized tax benefits may decreaseppyoaimately $8
million in the next 12 months, each of which areiwdually insignificant, including approximately7$ million, which if recognized upon audit settlemer statut
expiration, will affect the 2010 effective tax rate

At December 26, 2009, longrm liabilities of $264 million, including $49 niibn for the payment of accrued interest and pémltare included in Other liabilities &
deferred credits as reported on the ConsolidatéanBe Sheet. Total accrued interest and penaé@sded at December 26, 2009 were $41 millionririgu2009, accrue
interest and penalties decreased by $8 millionylith $6 million was recognized in our Consolidagdtement of Income. At December 27, 2008, Itarg: liabilities o
$229 million, including $32 million for the paymeaot accrued interest and penalties, were includeOther liabilities and deferred credits as repbda the Consolidat
Balance Sheet. Total accrued interest and pesakieorded at December 27, 2008 were $49 millBuaring 2008, accrued interest and penalties deece®9 million, o
which $7 million was recognized in our Consolida&dtement of Income. The Company recognizes addnterest and penalties related to unrecognimedenefits &
components of its income tax provision.
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Note 20 — Reportable Operating Segments

We are principally engaged in developing, operatfranchising and licensing the worldwide KFC, Rizdut, Taco Bell, LIS and A&W concepts. KFC, Pithat, Tacc
Bell, LIS and A&W operate in 108, 92, 20, 6 andrdries and territories, respectively. Our figegest international markets based on operatinfit fma2009 are Chini
Asia Franchise, Australia, United Kingdom, and haiimerica Franchise.

We identify our operating segments based on managemsponsibility. The China Division includesimiand China, Thailand and KFC Taiwan, and YRI ud#s th
remainder of our international operations. In thé., we consider LJS and A&W to be a single opegasegment. We consider our KFC, Pizza Hut, TBeth anc
LIS/A&W operating segments in the U.S. to be sinalad therefore have aggregated them into a sheglertable operating segment.

Reported segment results for 2008 and 2007 havereseated to be consistent with current periodgmeation (See Note 2).

Revenue:
2009 2008 2007
U.S. $ 4,477 $ 5,132 $ 5,20z
YRI @ 2,71: 3,04¢ 3,08¢
China Division@ 3,682 3,12¢ 2,14¢
Unallocatec®)© (32) — —
$ 10,83¢ $ 11,30« $ 10,43t
Operating Profit; Interest Expense, Net; and
Income Before Income Tax
2009 2008 2007
u.S. $ 647 $ 641 $ 68t
YRI 491 522 474
China Division®) 60z 48C 37%
Unallocated Franchise and license fees and inc®)(© (32 — —
Unallocated and corporate expen(©)(e) (18¢) (248) (197)
Unallocated Impairment expen©(® (26) — —
Unallocated Other income (expen©)(@ 71 117 9
Unallocated Refranchising gain (10$3) 26 5 11
Operating Profi 1,59C 1,517 1,357
Interest expense, n (199 (22€) (16€)
Income Before Income Tax $ 1,39¢ $ 1,29 $ 119
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Depreciation and Amortizatic

2009 2008 2007
U.S. $ 21¢€ $ 231 $ 247
YRI 14¢ 15¢& 161
China Division 20C 151 117
Corporate 15 16 17
$ 58( $ 55¢€ $ 542

Capital Spendin

2009 2008 2007
U.S. $ 27C $ 34¢ $ 32C
YRI 23z 26C 17¢
China Division 29C 32C 224
Corporate 5 6 3
$ 797 $ 93t $ 72€

Identifiable Asset:

2009 2008 2007
u.S. $ 2,57¢ $ 2,73¢ $ 2,88¢
YRI 0 2,29¢ 1,87: 2,25¢
China Division® 1,78¢ 1,39¢ 1,11¢€
Corporate( 4932 52C 934
$ 7,14¢ $ 6,52 $ 7,18¢

Long-Lived Assets()

2009 2008 2007
u.S. $ 2,26( $ 2,41% $ 2,59t
YRI ) 1,41: 1,16z 1,45(C
China Division® 1,28: 1,01z 757
Corporate 45 63 73
$ 5,001 $ 4,65( $ 4,87¢

(@) Includes revenues of $1.1 billion, $1.2 billiand $1.3 billion for entities in the United Kinyd for 2009, 2008 and 2007, respectiveljncludes revenues of $:
billion, $2.8 billion and $1.9 billion in mainlan@hina for 2009, 2008 and 2007, respectiv

(b) Amount consists of reimbursements to KFC franclideeinstallation costs of ovens for the natidiaainch of Kentucky Grilled Chicken. See Not¢
(c) Amounts have not been allocated to the U.S., YRThina Division segments for performance reporpogposes

(d) Includes equity income of unconsolidated affiliabé$36 million, $40 million and $47 million in 2802008 and 2007, respectively, for the China Diwis
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(e)

®
()

(h)

@
0
(k)

2009 and 2008 includes approximately $16 milliod &49 million, respectively, of charges relatingldS. general and administrative productivity etitres an
realignment of resources. Additionally, 2008 irdgs $7 million of charges relating to investmentsur U.S. Brands. See Note

2009 includes a $26 million charge to w-off goodwill associated with our LJS and A&W busises in the U.S. See Note

2009 includes a $68 million gain related te #rquisition of additional interest in and condation of a former unconsolidated affiliate a2@08 includes a $1(
million gain recognized on the sale of our inteiastur unconsolidated affiliate in Japan. SeeeN®

There was no investment in unconsolidated affiidte YRI in 2009 or 2008, as we sold our inteiesbur unconsolidated affiliate in Japan during 20Bee Not
5. YRI had an investment in our Japan unconsdiiaffiliate of $63 million for 2007. China Divesi includes investment in 4 unconsolidated affiiatotalin
$144 million for 2009. 2008 and 2007 includes stneents in unconsolidated affiliates of $65 milliand $90 million, respectively, for the China Divis. The
2009 increase was driven by our acquisition ofreggein Little Sheep, net of our acquisition of gidehal interest in and consolidation of our uncolidated affiliate
in Shanghai, China. See Note

Primarily includes deferred tax assets, propeigntpand equipment, net, related to our officelfées and cask
Includes property, plant and equipment, net, gotbdand intangible assets, n
Includes londived assets of $660 million, $602 million and $8#8lion for entities in the United Kingdom for 2002008 and 2007, respectively. The ye

fluctuations in long-lived assets were primariljvén by the impact of foreign currency. Includesd{ived assets of $1.2 billion, $905 million and $65illion in
mainland China for 2009, 2008 and 2007, respegti\

See Note 5 for additional operating segment disckssrelated to impairment, store closure (incoces}s and the carrying amount of assets held fer sa

Note 21 — Contingencies

Lease Guarantees

As a result of (a) assigning our interest in olligas under real estate leases as a conditionetaefianchising of certain Company restaurants;c@tributing certai
Company restaurants to unconsolidated affiliatest @) guaranteeing certain other leases, we aguéntly contingently liable on lease agreememtsese leases he
varying terms, the latest of which expires in 202& of December 26, 2009, the potential amountrafiscounted payments we could be required to rirakige event ¢
non-payment by the primary lessee was approxim&&00 million. The present value of these potémigyments discounted at our peex cost of debt at December
2009 was approximately $425 million. Our francksare the primary lessees under the vast majafrityese leases. We generally have cdefault provisions with the
franchisees that would put them in default of tieinchise agreement in the event of non-paymedeuthe lease. We believe these crsfult provisions significant
reduce the risk that we will be required to makgrpants under these leases. Accordingly, the Itgbiécorded for our probable exposure under seelsds at Decemt
26, 2009 and December 27, 2008 was not material.
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Franchise Loan Pool and Equipment Guarantees

We have provided a partial guarantee of approxity&ie5 million of a franchisee loan program useiinarily to assist franchisees in the developmente# restauran
and, to a lesser extent, in connection with the @amy’s historical refranchising programs at December2889. We have also provided two letters of creatialing
approximately $23 million in support of the franede loan program. One such letter of credit cheldised if we fail to meet our obligations under guarantee. Tt
other letter of credit could be used, in certaimtwnstances, to fund our participation in the fuigdof the franchisee loan program. The total loamstanding under t|
loan pool were $54 million at December 26, 2009.

In addition to the guarantee described above, YW provided guarantees of $40 million on behalfrafichisees for several equipment financing prograetated t
specific initiatives, the most significant of whielas the purchase of ovens by KFC franchiseeshfotaunch of Kentucky Grilled Chicken. We havevided a letter ¢
credit totaling $5 million which could be used ieviail to meet our obligations under our guaranteder one equipment financing program. The tatah$ outstandir
under these equipment financing programs were appately $48 million at December 26, 2009.

Unconsolidated Affiliates Guarantees

From time to time we have guaranteed certain lioesredit and loans of unconsolidated affiliatég. December 26, 2009 there are no guarantees adista foi
unconsolidated affiliates. Our unconsolidatedliatfts had total revenues of approximately $76dionilfor the year ended December 26, 2009 and sissel debt «
approximately $365 million and $40 million, respeely, at December 26, 2009.

Insurance Programs

We are self-insured for a substantial portion of ourrent and prior years’ coverage including weoskeompensation, employment practices liability, gahdiability,
automobile liability, product liability and propgriosses (collectively, “property and casualty Es3. To mitigate the cost of our exposures for certaiopprty an
casualty losses, we make annual decisions tarsaife the risks of loss up to defined maximumgeaurrence retentions on a line by line basis arotmbine certain line
of coverage into one loss pool with a single s&dfared aggregate retention. The Company therhpsges insurance coverage, up to a certain lintitpises that exceed
self-insurance per occurrence or aggregate retenfilie insurersmaximum aggregate loss limits are significantly \@mur actuarially determined probable los
therefore, we believe the likelihood of losses exieg the insurers’ maximum aggregate loss linsitemote.

The following table summarizes the 2009 and 2008/iac related to our selfasured property and casualty reserves as of Deee@® 2009. The decrease in 2
insurance expense primarily was driven by U.Sarefhising and improved loss trends.

Beginning Ending

Balance Expense Payment: Balance
2009 Activity $ 196 44 (67) $ 17¢
2008 Activity $ 197 68 (69) $ 19¢

In the U.S. and in certain other countries, we as® self-insured for healthcare claims and Iterga disability for eligible participating employ®eubject to certa
deductibles and limitations. We have accountedforretained liabilities for property and casuddtyses, healthcare and lotegm disability claims, including reported ¢
incurred but not reported claims, based on infoimngprovided by independent actuaries.
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Due to the inherent volatility of actuarially deténed property and casualty loss estimates, ieasonably possible that we could experience chaingestimated loss
which could be material to our growth in quarteslyd annual net income. We believe that we haverded reserves for property and casualty lossasiatel which he
substantially mitigated the potential negative ietpzf adverse developments and/or volatility.

Legal Proceedings

We are subject to various claims and contingeneésed to lawsuits, real estate, environmental @hér matters arising in the normal course of hess. We provic
reserves for such claims and contingencies whempayis probable and reasonably estimable.

On November 26, 2001, Kevin Johnson, a former Lawign Silver's (“LJS”)restaurant manager, filed a collective action agfdidS in the United States District Court
the Middle District of Tennessee alleging violatioithe Fair Labor Standards Act (“FLSA”) on behaifhimself and allegedly similarlgituated LJS general and assis
restaurant managers. Johnson alleged that LJ&te@blthe FLSA by perpetrating a policy and practi€eseeking monetary restitution from LJS employdssluding
Restaurant General Managers (“RGMs”) and AssidRadtaurant General Managers (“ARGMsihen monetary or property losses occurred due takrg and willfu
violations of LJS policies that resulted in losségompany funds or property, and that LIS had thnsoperly classified its RGMs and ARGMs as exefn@in overtime
pay under the FLSA. Johnson sought overtime payidated damages, and attorneys’ fees for hingswlfhis proposed class.

LJS moved the Tennessee district court to compstration of Johnson’s suit. The district courtigted LJSS motion on June 7, 2004, and the United Statest@d
Appeals for the Sixth Circuit affirmed on July H05.

On December 19, 2003, while the arbitrability ofidson’s claims was being litigated, former LJS nggma Erin Cole and Nick Kaufman, represented byidoh’s counse
initiated arbitration with the American Arbitratiokssociation (“AAA”) (the “Cole Arbitration”). The Cole Claimants sought a collective arbitrattonbehalf of the san
putative class as alleged in the Johnson lawsdit#laged the same underlying claims.

On June 15, 2004, the arbitrator in the Cole Adliitn issued a Clause Construction Award, findimat .JSs Dispute Resolution Policy did not prohibit Claims fron
proceeding on a collective or class basis. LJSadawnsuccessfully to vacate the Clause Construétieard in federal district court in South Carolin@n September 1
2005, the arbitrator issued a Class Determinatiami, finding,inter alia, that a class would be certified in the Cole Arliitla on an “opt-out’basis, rather than as
“opt-in” collective action as specified by the FLSA

On January 20, 2006, the district court denied £J806tion to vacate the Class Determination Awamdi the United States Court of Appeals for the Fo@itituit affirmec
the district court’s decision on January 28, 2088petition for a writ of certiorari filed in the hited States Supreme Court seeking a review oFtheth Circuits decisiol
was denied on October 7, 2008. The parties ppatied in mediation on April 24, 2008, and agairFebruary 28, 2009, without reaching resolutionbikation on liability
during a portion of the alleged restitution poljgriod began in November, 2009 but was delayeleatdquest of the plaintiffs. The parties againtipi@ated in mediatio
on November 18, 2009 without reaching resolutiémbitration proceedings are scheduled to resunteeaénd of May, 2010.

Based on the rulings issued to date in this matier,Cole Arbitration is proceeding as an “opt-ociéiss action, rather than as an “opt-t@ilective action. LJS deni
liability and is vigorously defending the claimsthme Cole Arbitration. We have provided for a maable estimate of the cost of the Cole Arbitrati@king into account
number of factors, including our current projectmfreligible claims, the estimated amount of eaddtitde claim, the estimated claim recovery rates estimated legal fe
incurred by Claimants and a reasonable settlemaluevof Claimants’ claims. However, in light ofettinherent uncertainties of litigation, the fapecific nature ¢
Claimants’ claims, and the novelty of proceedin@mFLSA lawsuit on an “opt-outiasis, there can be no assurance that the Colér&ibn will not result in losses
excess of those currently provided for in our Cdidated Financial Statements.
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On August 4, 2006, a putative class action lawagéinst Taco Bell Corp. styled Rajeev ChhibberTexo Bell Corp.was filed in Orange County Superior Court.
August 7, 2006, another putative class action lé@vesyled Marina Puchalski v. Taco Bell Compas filed in San Diego County Superior Court. Blatlsuits were filed k
a Taco Bell RGM purporting to represent all currant former RGMs who worked at corporatgned restaurants in California from August 2002he present. Tt
lawsuits allege violations of Californeiwage and hour laws involving unpaid overtime araghl period violations and seek unspecified amountemages and penaltit
The cases were consolidated in San Diego County &eptember 7, 2006.

Based on plaintiffsievised class definition in their class certifioatimotion, Taco Bell removed the case to federaftde San Diego on August 29, 2008. On Marck
2009, the court granted plaintiffs’ motion to rerdarOn January 29, 2010, the court granted thentifiai class certification motion with respect to the udpavertime
claims of RGMs and Market Training Managers butiéérlass certification on the meal period claims.

Taco Bell denies liability and intends to vigorgudlefend against all claims in this lawsuit. Howenvn view of the inherent uncertainties of litiiga, the outcome of th
case cannot be predicted at this time. Likewise amount of any potential loss cannot be reasgresimated.

On September 10, 2007, a putative class actiomsg#@iaco Bell Corp., the Company and other relatstities styled Sandrika Medlock v. Taco Bell Corpeas filed i
United States District Court, Eastern District, $fre, California. The case was filed on behalflbhaurly employees who have worked at corpomatgred restaurants
California since September 2003 and alleges nunsermliations of California labor laws including wig overtime, failure to pay wages on terminatidenial of meal ar
rest breaks, improper wage statements, unpaid éssiexpenses and unfair or unlawful business peactn violation of California Business & ProfessoCode §1720(
The Company was dismissed from the case withoyuigice on January 10, 2008.

On April 11, 2008, Lisa Hardiman filed a Privatedsheys General Act (“PAGA"¢omplaint in the Superior Court of the State ofifdatia, County of Fresno against T:
Bell Corp., the Company and other related entitieis lawsuit, styled Lisa Hardiman vs. Taco Betirp., et al., was filed on behalf of Hardiman individually and
other aggrieved employees pursuant to PAGA. Thaptaint seeks penalties for alleged violations @flifdrnia’s Labor Code. On June 25, 2008, Hardiman file
amended complaint adding class action allegationbehalf of hourly employees in California very 8anto the Medlockcase, including allegations of unpaid overti
missed meal and rest periods, improper wage statsmeonpayment of wages upon termination, unreimburseéhbas expenses and unfair or unlawful businesgipea
in violation of California Business & Professioneda §17200.

On June 16, 2008, a putative class action lawgdtrast Taco Bell Corp. and the Company, styled &tiriLeyva vs. Taco Bell Corp., et alwas filed in Los Angele
Superior Court. The case was filed on behalf gfiaeand purportedly all other California hourly doyees and alleges failure to pay overtime, faitar@rovide meal ar
rest periods, failure to pay wages upon dischaakire to provide itemized wage statements, urlfaisiness practices and wrongful termination asdrdnination. Th
Company was dismissed from the case without pregudin August 20, 2008.

On November 5, 2008, a putative class action lawnagginst Taco Bell Corp. and the Company styledhine Naranjo vs. Taco Bell Corp., et alwvas filed in Oranc
County Superior Court. The case was filed on HedfaNaranjo and purportedly all other Californimployees and alleges failure to pay overtime, failo reimburse f
business related expenses, improper wage staterfeghtee to pay accrued vacation wages, failurpag minimum wage and unfair business practicdge Company file
a motion to dismiss on December 15, 2008, which dessed on January 20, 2009.
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On March 26, 2009, Taco Bell was served with a tprgeclass action lawsuit filed in Orange Countyp8uor Court against Taco Bell and the Companyestfindant
Widjaja vs. Taco Bell Corp., et alThe case was filed on behalf of Widjaja, a fori@atifornia hourly assistant manager, and purpdytall other individuals employed
Taco Bell's California restaurants as managers and allegiesefao reimburse for business related expensekiré to provide rest periods, unfair businessiicas an
conversion. Taco Bell removed the case to feddisdtict court and filed a notice of related ca€n June 18, 2009 the case was transferred to alseef District ¢
California.

On May 19, 2009 the court granted Taco Bell's notio consolidate the MedlockHardiman, Leyvaand Naranjanatters, and the consolidated case is stinelde Tac
Bell Wage and Hour Actions On July 22, 2009, Taco Bell filed a motion temdiss, stay or consolidate the Widjagse with the In Re Taco Bell Wage and Hour Actions
and Taco Bell's motion to consolidate was grantedatober 19, 2009.

The In Re Taco Bell Wage and Hour Actigpisintiffs filed a consolidated complaint on Jur 2009, and the court set a filing deadline of Astg26, 2010 for motiol
regarding class certification. The hearing on elags certification motion is currently scheduled January 10, 2011. Discovery is underway.

Taco Bell and the Company deny liability and inteadrigorously defend against all claims in thiwéait. However, in view of the inherent uncertastof litigation, th
outcome of this case cannot be predicted at timis.tiLikewise, the amount of any potential lossncarbe reasonably estimated.

On September 28, 2009, a putative class actiordstylarisela Rosales v. Taco Bell Cowas filed in Orange County Superior Court. Thertifi, a former Taco Bell cre
member, alleges that Taco Bell failed to timely ey final wages upon termination, and seeks teftit and late payment penalties on behalf of hieese similarly
situated employees. This case appears to be dtipéoof the In Re Taco Bell Wage and Hour Acticase described above. Taco Bell removed the oaseléral court ¢
November 5, 2009, and subsequently filed a motodismiss, stay or transfer the case to the sastgaflicourt as thin Re Taco Bell Wage and Hour Actionase. Th
plaintiff did not move to remand, but the courtitmnown motion ordered Taco Bell to show cause wigycase should not be remanded to state cournb. Belt must file it:
response to the order to show cause by March 212).28. hearing on Taco Bell's motion to dismissisrently scheduled for April 12, 2010.

Taco Bell denies liability and intends to vigoroudiefend against all claims in this lawsuit. Howgun view of the inherent uncertainties of litiga, the outcome of th
case cannot be predicted at this time. Likewise amount of any potential loss cannot be reasgrestimated.

On October 14, 2008, a putative class action, dtidenny Archila v. KFC U.S. Properties, Incwas filed in California state court on behalfaif California hourl
employees alleging various California Labor Codelations, including rest and meal break violatioogertime violations, wage statement violations avaiting time
penalties. KFC removed the case to the UniteceStitstrict Court for the Central District of Califiia on January 7, 2009. On July 7, 2009, thgdudled that the ca
would not go forward as a class action. Plairdifo sought recovery of civil penalties under ttaifGrnia Private Attorney General Act as a repréaBve of othe
“aggrieved employees.On August 3, 2009, the Court ruled that the plfficthuld not assert such claims and the case hadoiceed as a single plaintiff action. On the
of the August 18, 20009 trial, the plaintiff stiptéd to a dismissal of his individual claims wittejrdice but reserved his right to appeal the Ceutlings regarding cla
and PAGA claims. KFC reserved its right to makg and all challenges to the appeal. On or abopte®eber 16, 2009, plaintiff filed a notice of appe@he Ninth Circui
Court of Appeals has set a briefing schedule ferappeal and plaintiff's opening brief and KFC’spense are each due in March 2010.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiew of the inherent uncertainties of litigatidhe outcome of this ca
cannot be predicted at this time. Likewise, the@ant of any potential loss cannot be reasonablynastd.
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On October 2, 2009, a putative class action, stilethonique Hines v. KFC U.S. Properties, Inavas filed in California state court on behalfalf California hourl
employees alleging various California Labor Codelations, including rest and meal break violatioogertime violations, wage statement violations avaiting time
penalties. Plaintiff is a current non-manageri&Krestaurant employee represented by the sameeldiat filed the Archilaction described above. KFC filed an ans
on October 28, 2009, in which it denied plaintftlaims and allegations. KFC removed the actiothé United States District Court for the SouthBrstrict of Californie
on October 29, 2009. KFC filed a motion to trangfe action to the Central District of Califorrdae to the overlapping nature of the claims in #tgon and thérchila
action. Plaintiff filed a motion to remand theiantto state court. Both motions have been fuligfed and are under submission with the Districtu@. The case is in
early stages, and no discovery has yet commenidedrial date has been set.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiaw of the inherent uncertainties of litigatidhe outcome of this ca
cannot be predicted at this time. Likewise, the@ant of any potential loss cannot be reasonablynestd.

On December 17, 2002, Taco Bell was named as tlemdant in a class action lawsuit filed in the @ditStates District Court for the Northern DistétCalifornia style:
Moeller, et al. v. Taco Bell Corp.On August 4, 2003, plaintiffs filed an amendednptaint that alleges, among other things, that TRelb has discriminated against
class of people who use wheelchairs or scootersnfaility by failing to make its approximately 22@mpanyewned restaurants in California accessible to thesc
Plaintiffs contend that queue rails and other aecitiral and structural elements of the Taco Bedtaurants relating to the path of travel and diskeofacilities by persol
with mobility-related disabilities do not comply tithe U.S. Americans with Disabilities Act (theDA”), the Unruh Civil Rights Act (the “Unruh Act”)and the Californi
Disabled Persons Act (the “CDPA”PIaintiffs have requested: (a) an injunction frdme District Court ordering Taco Bell to comply withe ADA and its implementir
regulations; (b) that the District Court declarecda@ell in violation of the ADA, the Unruh Act, artie CDPA; and (c) monetary relief under the UnAgt or CDPA.
Plaintiffs, on behalf of the class, are seekingrtiieimum statutory damages per offense of eithe®@ under the Unruh Act or $1,000 under the CD&”efich aggrieve
member of the class. Plaintiffs contend that tmeag be in excess of 100,000 individuals in thezla

On February 23, 2004, the District Court granteairiffs’ motion for class certification. The ckgcludes claims for injunctive relief and minimwtatutory damages.

Pursuant to the parties’ agreement, on or abouusuLgl, 2004, the District Court ordered that tiied bf this action be bifurcated so that stage wileresolve plaintiffs’
claims for equitable relief and stage two will regoplaintiffs’ claims for damages. The parties aurrently proceeding with the equitable reliefget of this action.

On May 17, 2007, a hearing was held on plaintiffsition for Partial Summary Judgment seeking judidieclaration that Taco Bell was in violation otassibility laws &
to three specific issues: indoor seating, queus ed door opening force. On August 8, 2007,dbert granted plaintiffsmotion in part with regard to dining roc
seating. In addition, the court granted plaintiffeotion in part with regard to door opening forcesatne restaurants (but not all) and denied theanatith regard to quel
lines.

The parties participated in mediation on March 288, and again on March 26, 2009, without reach@sglution. On December 16, 2009, the court defigco Bells
motion for summary judgment on the ADA claims amdeved plaintiff to file a definitive list of remaing issues after which Taco Bell may renew itsiorofor summar
judgment on those issue

Taco Bell has denied liability and intends to vigasly defend against all claims in this lawsuitac® Bell has taken certain steps to address pateartthitectural ar
structural compliance issues at the restaurané&dordance with applicable state and federal disabiccess laws. The costs associated with adohgghese issues he
not significantly impacted our results of operasionit is not possible at this time to reasonalsineate the probability or amount of liability fononetary damages ot
class wide basis to Taco Bell.
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On March 14, 2007, a lawsuit styled Boskovich Farins. v. Taco Bell Corp. and Does 1 through 1045k filed in the Superior Court of the State ofifoahia, Orang
County. Boskovich Farms, a supplier of produc&aoo Bell, alleges in its complaint, among othéndb, that it suffered damage to its reputation lamsiness as a resuli
publications and/or statements it claims were mad&aco Bell in connection with Taco Bellteporting of results of certain tests conductadng investigations on gre
onions used at Taco Bell restaurants. The pap@escipated in mediation on April 10, 2008, witthiaeaching resolution. The arbitration panel hethel parties'cros:
motions for summary judgment on August 12, 200& Aigust 14, 2009, the arbitration panel issue@inion granting Taco Bel motion for summary judgment &
dismissing all of Boskovicls' claims with prejudice. On September 23, 200%kBwich filed a motion to vacate the arbitrationaask On January 6, 2010 the court h
oral arguments on Boskovichimotion to vacate and took the matter under swiamis Taco Bell denies liability and intends tgatiously defend against all claims in .
arbitration and the lawsuit. However, in view b&tinherent uncertainties of litigation, the outeoof this case cannot be predicted at this timiéewise, the amount
any potential loss cannot be reasonably estimated.

On July 9, 2009, a putative class action styledkvmith v. Pizza Hut, Inavas filed in the United States District Court fbetDistrict of Colorado. The complaint alle
that Pizza Hut did not properly reimburse its detivdrivers for various automobile costs, uniforoests, and other jotelated expenses and seeks to represent a c
delivery drivers nationwide under the Fair Laboartards Act (FLSA) and Colorado state law. On &aper 15, 2009, a putative class action st@ad Blackwood ar
Scott Lewis v. Pizza Hut of America, Inwas filed in the United States District Court fbetDistrict of Kansas. Because the Blackwood campbrought essentially t
same claims and purported to represent the sarsg atathe Smith case, Blackwood's attorneys voliymtismissed the lawsuit in December 2009.

Pizza Hut denies liability and intends to vigorqudefend against all claims in these lawsuits. Ewsv, in view of the inherent uncertainties ofgiitiion, the outcome
these cases cannot be predicted at this time.wlisieg the amount of any potential loss cannot lbsarably estimated.
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N ote 22— Selected Quarterly Financial Data (Unaudited

2009
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Revenues

Company sale $ 1,91¢ $ 2,152 $ 2,432 $ 2911 $ 9,41t

Franchise and license fees and income 29¢ 324 34€ 454 1,427

Total revenue: 2,217 2,47¢ 2,77¢ 3,36t 10,83¢
Restaurant profi 30¢ 324 428 422 1,47¢
Operating Profi(®) 351 394 47C 37¢ 1,59C
Net Income- YUM! Brands, Inc. 21¢ 30¢ 334 21¢€ 1,071
Basic earnings per common sh 0.47 0.6& 0.71 0.4¢ 2.2¢
Diluted earnings per common shi 0.4€ 0.6 0.6¢ 0.4t 2.2z
Dividends declared per common sh — 0.3¢ — 0.4z 0.8C

2008
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Revenues

Company sale $ 2,094 $ 2,32t $ 2,48:. % 2,94¢ $ 9,84:

Franchise and license fees and income 31¢ 33€ 36C 44€ 1,461

Total revenue: 2,41% 2,65¢ 2,84z 3,39( 11,30¢
Restaurant profi 30¢ 311 35¢€ 401 1,37¢
Operating Profi®) 42¢ 317 411 362 1,517
Net Income- YUM! Brands, Inc. 254 224 282 204 964
Basic earnings per common sh 0.52 0.47 0.6C 0.44 2.0c
Diluted earnings per common shi 0.5C 0.4¢ 0.5¢ 0.4z 1.9¢€
Dividends declared per common sh 0.1t 0.1¢ — 0.3¢ 0.7z
(a) Includes net losses of $17 million, $3 million &2 million in the first, third and fourth quartes 2009, respectively, and a net gain of $60 onillin the secor

quarter of 2009 related to the consolidation obrxfer unconsolidated affiliate, charges relatetheoU.S. business transformation measures and pairiment o
an international market. See Note

(b) Includes a net gain of $68 million, net loss ofrlion and net loss of $26 million in the firsiecond and fourth quarters of 2008, respectivelpted to the gal
on the sale of our interest in our Japan unconatddlaffiliate and charges related to the U.S.Hass transformation measures. See Nc
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Management’'s Responsibility for Financial Stateraent
To Our Shareholders:

We are responsible for the preparation, integritg &air presentation of the Consolidated FinanS8i@tements, related notes and other informatioludiea in this annu
report. The financial statements were preparedctordance with accounting principles generallyepted in the United States of America and incluegain amoun
based upon our estimates and assumptions, asedquirther financial information presented in thawal report is derived from the financial statetsen

We maintain a system of internal control over ficiah reporting, designed to provide reasonablerasse as to the reliability of the financial statts, as well as
safeguard assets from unauthorized use or dispoesifihe system is supported by formal policies protedures, including an active Code of Conduegam intended -
ensure employees adhere to the highest standamlrsdnal and professional integrity. We have ootetl an evaluation of the effectiveness of ousrimal control ove
financial reporting based on the framework Iiternal Control — Integrated Frameworlssued by the Committee of Sponsoring Organizatiohghe Treadwa
Commission. Based on our evaluation, we conclutiatiour internal control over financial reportings effective as of December 26, 2009. Our inteandit functior
monitors and reports on the adequacy of and cong#iavith the internal control system, and appraeractions are taken to address significant comteficiencies ar
other opportunities for improving the system agythee identified.

The Consolidated Financial Statements have beeiteduahd reported on by our independent auditoPMK LLP, who were given free access to all finahmaords an
related data, including minutes of the meetingthefBoard of Directors and Committees of the Boahée believe that management representations neethe independe
auditors were valid and appropriate. Additionathg effectiveness of our internal control ovegfinial reporting has been audited and reported/dtAMG LLP.

The Audit Committee of the Board of Directors, whis composed solely of outside directors, providesrsight to our financial reporting process and controls ti
safeguard assets through periodic meetings witlirmlependent auditors, internal auditors and mamagée Both our independent auditors and internoditars have fre
access to the Audit Committee.

Although no coseffective internal control system will preclude afrors and irregularities, we believe our contesof December 26, 2009 provide reasonable as=
that our assets are reasonably safeguarded.

Richard T. Carucci
Chief Financial Officer
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Item 9. Changes In and Disagreements with Accountants on &ounting and Financial Disclosure.
None.
Iltem 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

The Company has evaluated the effectiveness ofiélsggn and operation of its disclosure controls pratedures pursuant to Rules 13a-15(e) and18%e} under th
Securities Exchange Act of 1934 as of the end efpitriod covered by this report. Based on theuawimin, performed under the supervision and wighgarticipation of th:
Company’s management, including the Chairman, Chieécutive Officer and President (the “CEO”) aneé tBhief Financial Officer (the “CFQ”), the Compasy’
management, including the CEO and CFO, concludattiie Company’s disclosure controls and proceduszs effective as of the end of the period covéngthis report.

Managemens Report on Internal Control Over Financial Repuayti

Our management is responsible for establishingraathtaining adequate internal control over finaheigporting, as such term is defined in Rules 18&) under the
Securities Exchange Act of 1934. Under the sup@&miand with the participation of our managemémtluding our principal executive officer and pripal financial
officer, we conducted an evaluation of the effemtiess of our internal control over financial repgrtbased on the framework internal Control —Integrated Framewor
issued by the Committee of Sponsoring Organizatiohthe Treadway Commission. Based on our evaloatinder the framework itnternal Control —Integrated
Framework, our management concluded that our internal cbotrer financial reporting was effective as of Dedzer 26, 2009.

KPMG LLP, an independent registered public accaunfirm, has audited the consolidated financiatesteents included in this Annual Report on FormKlL@nd the
effectiveness of our internal control over finahceporting and has issued their report, includedem.

Changes in Internal Control

There were no changes with respect to the Compaimgernal control over financial reporting or ither factors that materially affected, or are reasdy likely to
materially affect, internal control over financraporting during the quarter ended December 269200

Item 9B. Other Information.

None.
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PART Il
Item 10. Directors, Executive Officers and Corporate Governace.
Information regarding Section 16(a) compliance, ghalit Committee and the Audit Committee financéadpert, the Compang’code of ethics and background of
directors appearing under the captions “Stock Oslriprinformation,” “Governance of the Company,” ‘@utive Compensation” and “ltem 1: Election of éitors”is
incorporated by reference from the Compangéfinitive proxy statement which will be filed tvithe Securities and Exchange Commission no thtar 120 days aft
December 26, 2009.
Information regarding executive officers of the Company isudeld in Part I.
Item 11. Executive Compensation
Information regarding executive and director congation and the Compensation Committee appearingruhé captions “Governance of the Company” alBretutive
Compensation” is incorporated by reference fromGloenpanys definitive proxy statement which will be filed twithe Securities and Exchange Commission no thte
120 days after December 26, 2009.
Iltem 12. Security Ownership of Certain Beneficial Owners andMlanagement and Related Stockholder Matters
Information regarding equity compensation plans a&edurity ownership of certain beneficial ownersl ananagement appearing under the captioBgecutive
Compensation” and “Stock Ownership Informationirisorporated by reference from the Compangéfinitive proxy statement which will be filedtlithe Securities al
Exchange Commission no later than 120 days aftee®ber 26, 2009.
Item 13. Certain Relationships and Related Transactions, an®irector Independence.
Information regarding certain relationships andated transactions and information regarding direatdependence appearing under the capti@overnance of tt
Company” is incorporated by reference from the Canys definitive proxy statement which will be filedtithe Securities and Exchange Commission no tater 12|
days after December 26, 2009.
Iltem 14. Principal Accountant Fees and Services
Information regarding principal accountant fees aadiices and audit committee pre-approval poliaies procedures appearing under the captitam‘2: Ratification ¢

Independent Auditors” is incorporated by referefioen the Companyg definitive proxy statement which will be filedtithe Securities and Exchange Commission no
than 120 days after December 26, 2009.
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PART IV
Item 15. Exhibits and Financial Statement Schedules
(a) (1) Financial Statements: Consolidated financial stetes filed as part of this report are listed urfélent 11, Item 8 of this Form -K.
(2) Financial Statement Schedules: No schedules gtereel because either the required informatioroispmesent or not present in amounts sufficierretyuire
itéfal?ission of the schedule, or because the infeoamaéquired is included in the financial statensenit the related notes thereto filed as a parhisfEorn

(3) Exhibits: The exhibits listed in the accamping Index to Exhibits are filed as part of thierm 10K. The Index to Exhibits specifically identifies ah
management contract or compensatory plan requiree filed as an exhibit to this Form-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this Form KGnnual report to be signed on

behalf by the undersigned, thereunto duly authdrize

Date: February 17, 201

YUM! BRANDS, INC.

By: /s/ David C. Noval

Pursuant to the requirements of the Securities &xgé Act of 1934, this annual report has been didpeéow by the following persons on behalf of thgistrant and in tt

capacities and on the dates indicated.

Signature

s/ David C. Novak

David C. Novak

/sl Richard T. Carucci

Richard T. Carucci

/sl Ted F. Knopf

Ted F. Knopf

/s/ David W. Dorman

David W. Dorman

/sl Massimo Ferragamo

Massimo Ferragamo

/sl J. David Grissom

J. David Grissom

/sl Bonnie G. Hill

Bonnie G. Hill

Title

Chairman of the Board,
Chief Executive Officer and President
(principal executive officer)

Chief Financial Officer
(principal financial officer)

Senior Vice President Finance and Corporate Gbetr

(principal accounting officer)

Director

Director

Director

Director

120

Date

February 17, 201

February 17, 201

February 17, 201
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/s/ Robert Holland, Jr.

Robert Holland, Jr.

/sl Kenneth G. Langone

Kenneth G. Langone

/sl Jonathan S. Linen

Jonathan S. Linen

/sl Thomas C. Nelson

Thomas C. Nelson

/sl Thomas M. Ryan

Thomas M. Ryan

/sl Jing-Shyh S. Su

Jing-Shyh S. Su

/sl Jackie Truijillo

Jackie Truijillo

/s/ Robert D. Walter

Robert D. Walter

Director

Director

Director

Director

Director

Vice-Chairman of the Board

Director
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Exhibit
Number

YUM! Brands, Inc.
Exhibit Index
(Item 15)

Description of Exhibits

3.1

3.2

4.1

10.1

10.2

Restated Articles of Incorporation of YUMhieh is incorporated herein by reference from Eii8bl to YUM’s Annual Report on Form 1K-for the fisca
year ended December 27, 20

Amended and restated Bylaws of YUM, which are ipcoated herein by reference from Exhibit 3.1 onnr8-K filed on November 23, 200!

Indenture, dated as of May 1, 1998, between YUM &id Morgan Chase Bank, National Association, essar in interest to The First National Ban|
Chicago, pertaining to 7.65% Senior Notes due M&ay2008, 8.5% Senior Notes and 8.875% Senior NaiiesApril 15, 2006 and April 15, 2011, respectiy
and 7.70% Senior Notes due July 1, 2012, whichderiporated herein by reference from Exhibit 4.Yt4M’s Report on Form 8-K filed on May 13, 1998.

(i) 6.25% Senior Notes due April 15, 2016 issued utiteforegoing May 1, 1998 indenture, which notesiacorporated by reference from Exhibit 4.
YUM's Report on Form-K filed on April 17, 2006

(ii) 6.25% Senior Notes due March 15, 2018 issued uthéefioregoing May 1, 1998 indenture, which notesiacorporated by reference from Exhibit
to YUM’s Report on Form-K filed on October 22, 200°

(ii)6.875% Senior Notes due November 15, 2037 issueérutme foregoing May 1, 1998 indenture, which sotee incorporated by reference fi
Exhibit 4.3 to YUNV's Report on Form-K filed on October 22, 200°

(iv)4.25% Senior Notes due September 15, 2015 issuset tine foregoing May 1, 1998 indenture, which saee incorporated by reference from Exl
4.1 to YUM's Report on Form-K filed on August 25, 200¢

(v)5.30% Senior Notes due September 15, 2019 issuset tine foregoing May 1, 1998 indenture, which sa@ee incorporated by reference from ExI
4.1 to YUM's Report on Form-K filed on August 25, 200¢

Amended and Restated Sales and Distribution Agratimetween AmeriServe Food Distribution, Inc., YURizza Hut, Taco Bell and KFC, effective a
November 1, 1998, which is incorporated hereindfgnence from Exhibit 10 to YU’s Annual Report on Form 1R-for the fiscal year ended December
1998, as amended by the First Amendment theretwhwit incorporated herein by reference from Exthilifi.5 to YUM’s Annual Report on Form J0for the
fiscal year ended December 30, 20

Amended and Restated Credit Agreement, dated Nose@fh 2007 among YUM, the lenders party therdoMbrgan Chase Bank, N.A., as Administra

Agent, J.P. Morgan Securities Inc. and Citigrouptial Markets Inc., as Lead Arrangers and Bookrunaed Citibank N.A., as Syndication Agent, whic
incorporated herein by reference from Exhibit 110.&/UM’s Annual Report on Form -K for the fiscal year ended December 29, 2(
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10.3t

10.3.1t

10.4t

10.5t

10.6t

10.6.1t

10.7t

10.7.11

10.8t

10.9t

10.9.11

10.101

10.11

YUM Director Deferred Compensation Plas,effective October 7, 1997, which is incorporatedein by reference from Exhibit 10.7 to YUSMANnua
Report on Form 1-K for the fiscal year ended December 27, 1¢

YUM Director Deferred Compensation Plan, Plan Doeatfor the 409A Program, as effective January0D52 and as Amended through November 14, -
which is incorporated by reference from Exhibit7L@.to YUM's Quarterly Report on Form -Q for the quarter ended June 13, 2C

YUM 1997 Long Term Incentive Plan, as effe October 7, 1997, which is incorporated hetsjrreference from Exhibit 10.8 to YUM'’s Annual Repon
Form 1(-K for the fiscal year ended December 27, 1¢

YUM Executive Incentive Compensation Plan, as ¢ifecMay 20, 2004, and as Amended through the Skéonendment, as effective May 21, 2009, wl
is incorporated herein by reference from ExhibibfAYUM’ s Definitive Proxy Statement on Form DEF 14A foe thnnual Meeting of Shareholders helc
May 21, 2009

YUM Executive Income Deferral Program, as effect@etober 7, 1997, and as amended through May 1®,20hich is incorporated herein by refere
from Exhibit 10.10 to YUN's Annual Report on Form -K for the fiscal year ended December 31, 2(

YUM! Brands Executive Income Deferral Program, Pocument for the 409A Program, as effective Jandar2005, and as Amended through June
2009, which is incorporated by reference from EiHif.10.1 to YUN s Quarterly Report on Form -Q for the quarter ended June 13, 2C

YUM Pension Equalization Plan, as effextictober 7, 1997, which is incorporated hereimgfgrence from Exhibit 10.14 to YUM’'Annual Report on For
10-K for the fiscal year ended December 27, 1¢

YUM! Brands, Inc. Pension Equalization Plan, PlamcDment for the 409A Program, as effective Jandarg005, and as Amended through Decembe
2008, which is incorporated by reference from EiHiB.13.1 to YUN's Quarterly Report on Form -Q for the quarter ended June 13, 2C

Form of Directors’ Indemnification Agreemtewhich is incorporated herein by reference fiérhibit 10.17 to YUM’s Annual Report on Form ¥Ofor the
fiscal year ended December 27, 19

Amended and restated form of Severance Agreemerth@ event of a change in control), which is ipooated herein by reference from Exhibit 10.1
YUM'’s Annual Report on Form -K for the fiscal year ended December 30, 2(

YUM! Brands, Inc. 409A Addendum to Amended and atsd form of Severance Agreement, as effective Deee 31, 2008, which is incorporated
reference from Exhibit 10.17.1 to YU's Quarterly Report on Form -Q for the quarter ended June 13, 2(

YUM Long Term Incentive Plan, as Amended througa Bourth Amendment, as effective November 21, 20@8ch is incorporated by reference fr
Exhibit 10.18 to YUN' s Quarterly Report on Form -Q for the quarter ended June 13, 2(

Amended and Restated YUM Purchasing CAgrgement, dated as of August 26, 2002, between Ydi the Unified FoodService Purchasing @o-LLC,
which is incorporated herein by reference from Bxhi0.20 to YUN s Annual Report on Form -K for the fiscal year ended December 28, 2(
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10.12% YUM Restaurant General Manager Stock Option Planeféective April 1, 1999, and as amended througineJ23, 2003, which is incorporated hereir
reference from Exhibit 10.22 to YU's Annual Report on Form -K for the fiscal year ended December 31, 2(

10.13%1 YUM SharePower Plan, as effective October 7, 18@d, as amended through June 23, 2003, which isgocated herein by reference from Exhibit 10.2
YUM’s Annual Report on Form -K for the fiscal year ended December 31, 2(

10.14% Form of YUM Director Stock Option Awardyreement, which is incorporated herein by referénma Exhibit 10.25 to YUMS Quarterly Report on Fol
10-Q for the quarter ended September 4, 2

10.15% Form of YUM 1999 Long Term Incentive PRanard Agreement, which is incorporated herein &ference from Exhibit 10.26 to YUM'Quarterly Report ¢
Form 1(-Q for the quarter ended September 4, 2!

10.161 YUM! Brands, Inc. International Retirerh®&n, as in effect January 1, 2005, which isipocated herein by reference from Exhibit 10.2¥ @M’ s Annua
Report on Form 1-K for the fiscal year ended December 25, 2(

10.17% Letter of Understanding, dated July 13, 2004, by between the Company and Samuel Su, which is fiocated herein by reference from Exhibit 10.2
YUM'’s Annual Report on Form -K for the fiscal year ended December 25, 2(

10.18%1 Form of 1999 Long Term Incentive Plan AdvAgreement (Stock Appreciation Rights) which meadrporated by reference from Exhibit 99.1 to YUM’
Report on Form -K as filed on January 30, 20C

10.19 Amended and Restated Credit Agreement, dated Nogelfh) 2007, among YUM, the lenders party ther€itigroup Global Markets Ltd. and J.P. Mort
Securities Inc., as Lead Arrangers and Bookrunnems, Citigroup International Plc and Citibank, N.Aanadian Branch, as Facility Agents, whic
incorporated herein by reference from Exhibit 18 UM’s Annual Report on Form -K for the fiscal year ended December 29, 2(

10.201 Severance Agreement (in the event of change inr@drior Emil Brolick, dated as of February 15, 20@vhich is incorporated herein by reference 1
Exhibit 10.31 to YUN' s Annual Report on Form -K for the fiscal year ended December 30, 2(

10.20.1t  YUM! Brands 409A Addendum to Severance AgreementEimil Brolick, as effective December 31, 2008, gis incorporated by reference from Ext
10.31.1 to YUN's Quarterly Report on Form -Q for the quarter ended June 13, 2(

10.21t YUM! Brands Leadership Retirement Planjraeffect January 1, 2005, which is incorporatedein by reference from Exhibit 10.32 to YUdQuarterl
Report on Form 1-Q for the quarter ended March 24, 20

10.21.1t  YUM! Brands Leadership Retirement Plan, Plan Docutnfier the 409A Program, as effective January D52@nd as Amended through December, 20C
filed herewith).

10.221 1999 Long Term Incentive Plan Award (Restrictedc&ttnit Agreement) by and between the Company aadid>C. Novak, dated as of January 24, 2
which is incorporated herein by reference from Bkhi0.33 to YUN s Annual Report on Form -K for the fiscal year ended December 29, 2(
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10.23

Credit Agreement, dated July 11, 2008, among YUNU ¢he lenders party thereto, JPMorgan Chase Bldrk, as Administrative Agent, J.P. Morc
Securities Inc. as Lead Arranger and Sole Bookruanel Bank of America, N.A., as Syndication Agemhich is incorporated by reference from Ext
10.34 to YUN's Quarterly Report on Form -Q for the quarter ended June 14, 2C

10.24% YUM! Performance Share Plan, as effective JanuaB0@9 (as filed herewith

10.25% YUM! Brands Third Country National Retirement Plas, effective January 1, 2009 (as filed herew

10.261 2010 YUM! Brands Supplemental Long Term Disabiltgverage Summary, as effective January 1, 201fili¢dsherewith).

12.1 Computation of ratio of earnings to fixed char¢

21.1 Active Subsidiaries of YUM

23.1 Consent of KPMG LLP

31.1 Certification of the Chairman, Chief ExeéeeatOfficer and President pursuant to Rule 13&a) of Securities Exchange Act of 1934, as adbptgsuant t
Section 302 of the Sarbar-Oxley Act of 2002

31.2 Certification of the Chief Financial Officpursuant to Rule 13a-14(a) of Securities Exchahgeof 1934, as adopted pursuant to Section 3GR@fSarbanes-
Oxley Act of 2002

32.1 Certification of the Chairman, Chief ExeeetOfficer and President pursuant to 18 U.S.Cti6ed 350, as adopted pursuant to Section 906eSdrbanes-
Oxley Act of 2002

32.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted pursoeaBéecttion 906 of the Sarba-Oxley Act of 2002

101.INS*  XBRL Instance Documer

101.SCH’ XBRL Taxonomy Extension Schema Docum

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.LAB* XBRL Taxonomy Extension Label Linkbase Docum

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doent

101.DEF* XBRL Taxonomy Extension Definition Linkbase Docunh

* In ?cf(_:lor(;jance with Regulation S-T, the XBRL-telhinformation in Exhibit 101 to this Annual Repon this Form 10-K shall be deemed to be “furnishtend

not“filed.”
T Indicates a management contract or emrsgtory plan.
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ARTICLE | - FOREWORD

YUM! Brands, Inc. (the “Company”) established th&/M! Brands Leadership Retirement Plan (the “Plaio”penefit selected executives who are not eligib
participate in the YUM! Brands Retirement Plan.eT#lan was effective as of April 1, 2002, and iswaiginally known as the Supplemental Executivéir@ment Plan.

This document is effective as of January 1, 2008 (Effective Date”).Effective January 1, 2008, this document was anmeradel restated to add additic
eligible executives and make certain other destganges. In December 2008, this document was fuaimended and restated to make certain changeseftiion 409,
and other items. In December, 2009, this documest further amended to: (i) permit the continuedilgility of certain executives who become Execatvin the Plan ai
are transferred to work outside the United Statea temporary assignment at a Yum! foreign subsidi@) exclude from the Plan persons who transféo the Unite:
States for a temporary assignment, unless they drattred the Plan and transferred to the UniteteStaefore July 1, 2009, (iii) provide that Exeeesi can agree not
participate in the Plan, either expressly or incliseby agreeing to participate in one or morete Companys other benefit plans, and (iv) provide for a oeecpnt (1%
contribution for Participants who do not receive fifoyer Credits at specified higher contributiondisy

This document sets forth the terms of the Planahatapplicable to benefits that are subject tdi@@e@d09A,i.e., generally, benefits that are earned or vestes
December 31, 2004 (the “409A Program”). Other fiehender the Plan shall be governed by a sepaettef documents that set forth the Bestion 409A terms of t
Plan (the “Pre-409A Program”). Together, this doeat and the documents for the BBBA Program describe the terms of a single pldowever, amounts subject to
terms of this 409A Program and amounts subjedieédérms of the Pre-409A Program shall be trackpadmstely at all times. The preservation of thimgeof the Pret09A
Program, without material modification, and thea@gtion between the 409A Program amounts and #dF%A Program amounts are intended to be suffia¢iall time:
to permit the Pre-409A Program to remain exemphffRection 409A.

With respect to benefits covered by this documtns, document sets forth the terms of the Plancifgrg the group of executives of the Company aedair
affiliated employers who are eligible to participand the Plas’general provisions for determining and distribgtbenefits. Additional and alternate provisiopplaable
to certain eligible executive’s benefits are settfon the Appendix.

The Plan is unfunded and unsecured for purposethefCode and ERISA. The benefits of an executire an obligation of that executiwe’individua
employer. With respect to his employer, the exgeutas the rights of an unsecured general creditor




ARTICLE Il — DEFINITIONS
When used in this Plan, the following bold termalshave the meanings set forth below unless &difft meaning is plainly required by the context:
2.01 Allocation Date:

The date as of which an Employer Credit is creditedhe Participans LRP Account. Except as otherwise provided in Aippendix for one or more speci
Participants —

(a) The last business day of each Plaar ¥ball be an Allocation Date, if the Executivarsactive Participant on such day; and

(b) When a Participant no longer is ativacParticipant, the last day of the calendar tpracontaining his Termination Date shall also In
Allocation Date (if it is not already an Allocatidyate pursuant to subsection (a) above).

2.02 Authorized Leave of Absence:

A period of time when a Participant is consideredemain in the employment of his Employer (excepprovided below) while not actively renderingviess tc
his Employer as a result of one or more of theofeihg —

(a) Any absence of 6 months or less (omhths or less, if the Participant retains a amitral right to return to work) that is authorizey ar
Employer under the Employer'standard personnel practices, whether paid aaidnps long as there is a reasonable expectatairttte Participant will return to perfo
services for the Employer;

(b) A leave of absence pursuant to th#domed Services Employment and Reemployment Riglt{"USERRA"); or

(c) A leave of absence pursuant to thaifyaMedical Leave Act (“FMLA")or any other similar family medical leave law oparticular state, if sut
law provides for a longer leave of absence tharFtfieA.

2.03 Base Compensation:

An Eligible Executive’s gross base salary, as deieed by the Plan Administrator and to the extexitipn U.S. dollars from an EmploysrU.S. payroll for a peric
that the Eligible Executive is an active Participenthe Plan. For any applicable period, an BligiExecutives gross base salary shall be determined withoatrdetp an
reductions that may apply to the base salary, @diotpapplicable tax withholdings, Executiaeithorized deductions (including deductions for YtM! Brands 401(k) Pla
and applicable health and welfare benefits), taiekeand garnishments.




2.04 Beneficiary:

The person or persons (including a trust or trustsperly designated by a Participant, as deterthinethe Plan Administrator, to receive the Pguicit's Veste:
LRP Account in the event of the Participant's dedfb be effective, any Beneficiary designation tnios in writing, signed by the Participant, anedilwith the Pla
Administrator prior to the Participant’s death, anchust meet such other standards (including doglirement for spousal consent to the naming areSpouse beneficia
by a married Participant) as the Plan Administrataall require from time to time. An incompleterigéiciary designation, as determined by the Plamiiktrator, shall b
void and of no effect. If some but not all of thersons designated by a Participant to receiv®&/&ssed LRP Account at death predecease the Panticithe Participant’
surviving Beneficiaries shall be entitled to thertipm of the Participant’s Vested LRP Account irded for such preleceased persons in proportion to the surv
Beneficiaries’ respective shares; provided thaipry beneficiaries shall be paid before contindemteficiaries. If no designation is in effect la¢ time of a Participarg’
death or if all designated Beneficiaries have predsed the Participant, then the ParticimaBgneficiary shall be (i) in the case of a Paptiat who is married at death,
Participant’s Spouse, or (ii) in the case of aiBigant who is not married at death, the Particifmpstate. In determining whether a Beneficiarygiesion that relates
the Plan is in effect, unrevoked designations thete received prior to the Effective Date of thedAOProgram shall be considered. A Beneficiary gieafion of a
individual by name (or name and relationship) remahn effect regardless of any change in the desgghindividuals relationship to the Participant. A Benefic
designation solely by relationship (for examplelesignation of “Spousethat does not give the name of the Spouse) shsigdate whoever is the person (if any) in
relationship to the Participant at his death. Agividual who is otherwise a Beneficiary with resp® a Participans Vested LRP Account ceases to be a Beneficiaryn
all applicable payments have been made from the A&®unt.

2.05 Bonus Compensation:

The gross amount of an Eligible Executive's targetual incentive or bonus award, which shall beaeda the Eligible Executive’ current annualized Be
Compensation multiplied bire Eligible Executive’s current target bonus patage, in effect as of the applicable Allocatiortd®ainder his Employes’annual incentive
bonus plan; provided, however, if a Participant inasirred a mid-year Termination Date under SecB@3(a), the Participant’s target bonus percentagéne Participang’
Termination Date shall be used for the Allocatioat®specified by Section 2.01(b). Bonus Compensathall be determined by the Plan Administratat sinall only b
taken into account to the extent paid in U.S. dslfaom an Employer’'s U.S. payroll. An Eligible &utives Bonus Compensation shall be determined withagarcetc
any reductions that may apply, including applicatag withholdings, Executivauthorized deductions (including deductions for ¥igM! Brands 401(k) Plan ar
applicable health and welfare benefits), tax levéesl garnishments.

2.06 Break in Service Payment Election:

The election to defer the distribution of a Paptigit’'s Pre-Break Subaccount, if applicable, purst@mthe provisions of Section 4.03.




2.07 Change in Control:
A “Change in Control” shall be deemed to occuhi# event set forth in any one of the following paeghs shall have occurred:

(a) Any Person is or becomes the Berafidwner, directly or indirectly, of securities tife Company (not including in the securities begialiiy
owned by such Person any securities acquired dirfoim the Company or an Affiliate) representin@%2 or more of the combined voting power of the Canyss ther
outstanding securities, excluding any Person whoines such a Beneficial Owner in connection wittaasaction described in clause (i) of Subsecti)ymélow;

(b) The following individuals cease faryareason to constitute a majority of the numbedicgctors then serving; individuals who, on théedaereof
constitute the Board and any new director (othanta director whose initial assumption of officensonnection with an actual or threatened electiontest, including
consent solicitation, relating to the election a@fedtors of the Company), whose appointment ortglecby the Board or nomination for election by tGempanys
stockholders was approved or recommended by aofodé least twathirds (2/3) of the directors then still in offiegho either were directors on the date hereof ors&
appointment, election or nomination for electiorsvpaeviously so approved or recommended; or

(c) There is consummated a merger or @aletion of the Company or any direct or indir&tbsidiary with any other corporation, other thgra
merger or consolidation immediately following whitiiose individuals who immediately prior to the sommation of such merger or consolidation, cortstituhe Boar
constitute a majority of the board of directorglted Company or the surviving or resulting entityaol parent thereof, or (ii) a merger or consolataeffected to impleme
a recapitalization of the Company (or similar tr@eton) in which no Person is or becomes the Ber@fOwner, directly or indirectly, of securitie$ the Company (n
including in the securities beneficially owned hick Person any securities acquired directly fromm@ompany or an Affiliate) representing 20% or mof¢he combine
voting power of the Company'’s then outstanding g&es.

Notwithstanding the foregoing, a “Change in Coritishiall not be deemed to have occurred by virtudefconsummation of any transaction or series efjirate:
transactions immediately following which the rectwalders of the common stock of the Company imntedligorior to such transaction or series of tratisas continue t
have substantially the same proportionate owneiishgm entity which owns all or substantially afltbe assets of the Company immediately followingtstransaction
series of transactions.

For purposes of the foregoing, the following cdptad and underlined words shall have the meanasgsibed to them below:

“ Affiliate " shall have the meaning set forth in Rule 12b-8amSection 12 of the Exchange Act.




“ Beneficial Owner’ shall have the meaning set forth in Rule IBdnder the Exchange Act, except that a Persoh isbiabe deemed to be the Beneficial Owne
any securities which are properly filed on a For3rG.

“ Exchange Act' shall mean the Securities Exchange Act of 1934armaended from time to time.

“ Person” shall have the meaning given in Section 3(a)(%hefExchange Act, as modified and used in Secti@(d) and 14(d) thereof, except that such terml
not include (i) the Company or any of its Affiligte(ii) a trustee or other fiduciary holding seties under an employee benefit plan of the Compamgny of it
Subsidiaries; (iii) an underwriter temporarily himig securities pursuant to an offering of such sées; or (iv) a corporation owned, directly ordirectly, by th
stockholders of the Company in substantially thaes@roportions as their ownership of stock of tlen@any.

“ Subsidiary” means any corporation, partnership, joint venturetber entity during any period in which at leadifty percent voting or profits interest is own
directly or indirectly, by the Company (or by anytigy that is a successor to the Company).

2.08 Code:

The Internal Revenue Code of 1986, as amendedtirento time.
2.09 Company:

YUM! Brands, Inc., a corporation organized and gmgsunder the laws of the State of North Carolimrits successor or successors.
2.10 Disability:

A Participant shall be considered to suffer fromisability, if, in the judgment of the Plan Admitiiator (determined in accordance with the provisioh Sectio
409A), the Participant —

(a) Is unable to engage in any substagg@hful activity by reason of any medically detémable physical or mental impairment which car
expected to result in death or can be expectegistddr a continuous period of not less than 12 thrgror

(b) By reason of any medically determieagbhysical or mental impairment which can be exgp@do result in death or can be expected to tast
continuous period of not less than 12 months, égixeng income replacement benefits for a periochof less than 3 months under an accident andthplh of th
Company (including the YUM! Brands Short-Term Diditsyo Plan and the YUM! Brands Long-Term DisabiliBlan).

A Participant who has received a Social Securigalility award will be conclusively deemed to dgtithe requirements of Subsection (a). In turiRaaticipan
who has not received a Social Security disabiltyaal will be conclusively deemed to not meet trgueements of Subsection (a).




The related term, “Disabled,” shall mean to suffem a Disability.
2.11 Disability Benefits:

The receipt by a Participant of short-term dis@éplienefits from the YUM! Brands Short-Term Dis@}ilPlan (or such other shotérm disability plan sponsored
his Employer) or long-term disability benefits fratre YUM! Brands Long-Term Disability Plan (or suether long-term disability plan sponsored by hisoyer).

2.12 Disability Leave of Absence:

A continuous period of absence during which thei€igant is receiving Disability Benefits. A Paipant’s Disability Leave of Absence shall end on theieadt
the date when the Participant is no longer recgilisability Benefits or the date that the Partieipis entitled to payment under Section 5.03 eesalt of the Participard’
Separation from Serviceife., when the Participant Separates from Service asultref his Disability or age 55, if later). Howay if the Participant executes a vi
Disability Payment Election pursuant to Section24 uch Participand’ Disability Leave of Absence shall be extended timt specific payment date listed in the Disdp
Payment Election (or such later Disability PaymEtection). The Participant shall be considered¢oon a Disability Leave of Absence without regiydvhether th
Participant is generally considered to be a comim&Employee of the Employer.

2.13 Disability Payment Election:

The voluntary election that can be made by a DesaBlarticipant under Section 4.02 to extend hislbigy Leave of Absence and the payment of his [BtPefits
2.14 Earnings Credit:

The increment added to a Participant’'s LRP Accasm result of crediting the account with a rehased on the Participant’s Earnings Rate.
2.15 Earnings Rate:

(@) Earnings Rate as of the EffectivdeDaAs of the Effective Date, the Earnings Rate Ishal 6% per annum, compounded annually. In thentee
Valuation Date occurs less than 12 months aftemptier Valuation Date, this Earnings Rate shalldoaverted to a rate for the period since the lesugtion Date b
reducing it to a rate that is appropriate for sslbrter period. Such reduction shall be donewag that would result in the specified 6% annu& @& return being earn

for the number of such periods that equals one.y&ae Earnings Rate is used to determine the BgsnCredit that is credited to the ParticiparitRP Account from tirr
to time pursuant to the provisions of Section 5091 (




(b) Earnings Rate from and after Juld06. Except as provided in the Appendix, from anerduly 1, 2006, the Earnings Rate for all Paréinig shall b
5% per annum, compounded annually. In the evéfalaation Date occurs less than 12 months afteptlee Valuation Date, this Earnings Rate shaltbaverted to a ra
for the period since the last Valuation Date byuedg it to a rate that is appropriate for suchrgrgperiod. Such reduction shall be done in a thay would result in tr
specified 5% annual rate of return being earnedHernumber of such periods that equals one yEae. Earnings Rate is used to determine the Earriigdit that i
credited to the Participant's LRP Account from titogime pursuant to the provisions of Section &)1

(c) Adjustments to the Earnings Ratés provided by Section 5.01(d), the EarningseRsitall be evaluated and may be revised by the @oynpn an annu

basis.
2.16 Employer:

(@) The Company, and each division of@menpany and each of the Compangubsidiaries and affiliates (if any) and each®B6reign Subsidia
(as defined in subsection (b) below) that is cuiyedesignated as an adopting Employer of the Plaithe Company. Where there is a question as tthveh
particular division, subsidiary, affiliate or 206®reign Subsidiary is an Employer under the Plaa,determination of the Plan Administrator shallabsolutel
conclusive. An entity shall be an Employer heranahnly for the period that it is (i) so determinied the Plan Administrator, and (ii) a member o tfilUM!
Organization.

(b) As used in subsection (a) above dselehere in the Plan, a “2009 Foreign Subsidiargams any corporation organized under the laws of
country other than the United States that is a negrobthe Yum! Organization, provided that a cogiimn described in this subsection shall be an BEygylonly
with respect to a person who is an Executive punst@ Section 2.19(b) (and only while such persomiéscribed in Section 2.19(b)). This subsectiuall e
effective January 1, 2009, for persons that areleyed by the Yum! Organization on or after thatedair July 1, 2008 for individuals who are deemed¢ ai
Eligible Executive under the Plan pursuant to $ecB.03 of Appendix B.”

2.17 Employer Credit / Employer Credit Pecentage:

The Employer Credit is an amount that is credited Participangs LRP Account as of each Allocation Date pursuarthé provisions of Section 5.01(b) and (c
the Appendix. The “Employer Credit Percentagethe percentage in Section 5.01(b) of Base Cosgt@n or Bonus Compensation (or both), which Edu® calculate
Participant’'s Employer Credit pursuant to Sectiddilfc).

2.18 ERISA:

Public Law 93-406, the Employee Retirement Incoraeuity Act of 1974, as amended from time to time.




2.19 Executive / Eligible Executive:

An “Executive” is any individual in an executive classificationaf Employer who (i) is receiving remuneration farsonal services that he or she is curr
rendering in the employment of an Employer (or vilh@n an Authorized Leave of Absence), and (iigither a “U.S. Executive” or a “Foreign-AssignedeEntive” as
those terms are defined in subsections (a) andglopv. Certain terms used in this Section aréhrtlefined in subsections (c) and (d) below.

(a) U.S. Executive Subject to the next sentence, a “U.S. Executivelthy person who is on an EmployeUnited States payroll. Notwithstand
the preceding sentence, an executive who:
Q) transfers to an executive classif@a{which would otherwise cause him to be an Exgewnder this subsection) as a result of a tex
within the Yum! Organization from a worksite outsithe United States to a worksite in the UnitedeSta
2) is a nonresident alien at the timswdh transfer, and
3) does not have such transfer occusrieejuly 1, 2009,

shall not become an Executive hereunder for anjopehat the employment at the United States wteksonstitutes a Temporary Assignment (as defim
subsection (d) below). As used in this Sectiomited States payroll” means a payroll administevétin the United States.

(b) Foreigissigned Executive A “Foreign-Assigned Executive” means any indiwadlwho:
Q) initially became a Participant whilé).S. Executive under subsection (a) above,
2) is working outside of both the Unit8thtes and his Home Country (as defined in suimset) below) in connection with a Tempor

Assignment to a country that is specified in Apgeriifor this purpose, and
3) is no longer a U.S. Executive (beedls is not on a United States payroll at such)time

Notwithstanding the foregoing, the Vice PresidehtGéobal Talent Management, in his sole discretioray waive the requirement in paragraph (1) abow
classify as a ForeigAssigned Executive any individual who otherwiseisdegs the requirements of paragraphs (2) and K@ve. The waiver described in
preceding sentence must be made in writing prighéotime benefits would otherwise be paid to tighviidual under the Plan. This subsection (b) Idbaleffective
January 1, 2009 for individuals who are employedhgyYum! Organization on or after that date.




2.20

221

(c) Home Country A individual's “Home Country’'means the country of his citizenship; provided thatindividual has acquired (or acquires) l¢
status as a permanent resident of another cowsuoh other country shall be his Home Country fer period that he has such legal status. Notwitioitg the
preceding sentence, an individual’s “Home Counslyéll be the country that is listed as his homentryuon the appropriate administrative recordshef Compan
if the Plan Administrator determines that such rdsare intended to override the designation of el@ountry that would apply under the precedingeserg. Al
Executive’s Home Country may change during the sewf a work assignmerd,g., if a individual's Home Country is initially based on his citizemstdand he the
acquires legal status as a permanent residentath@ncountry, any such change shall be taken actmunt in determining whether the individual may &
Executive under the Plan following the change.

(d) Temporary AssignmentA “Temporary Assignmentfneans a work assignment that the Employer reaspeapkects to continue for a period 1
does not exceed five years. An assignment thdg¢ssribed in the preceding sentence at its inceptiay continue to be considered a Temporary Asségrtrfor ¢
period that extends beyond five years, if suchgassent is extended by the Employer for bona fidgi®ess reasons, and the nature of the extensianrageaus
the Employer to consider it a permanent assignmExery assignment to a worksite in the United &tdfrom outside the United States) shall be deeimédx
Temporary Assignment at its inception, except msthinstances in which (i) the duration of the grsient, by the express terms of the assignmentcét time, i
more than five years, or (ii) the assignment isigfested at such time by the Companyice President of Global Talent Management, fonafide busine:
reasons, as being other than a Temporary Assignniuitvithstanding the preceding provisions of thigsection (d), if, at any time subsequent tarheption o
a Temporary Assignment, the assignment is changeddesignation other than a Temporary AssignnikatyVice President of Global Talent Managemenbig
sole discretion, may treat the individual as haxiegn in other than a Temporary Assignment fodtimation of the entire assignment or portion théreo

409A Program:
The program described in this document. The tet@®A Program” is used to identify the portion of tRlan that is subject to Section 409A.
Key Employee:
The individuals identified in accordance with pijpies set forth in Subsection (a), as modified liiy fiollowing provisions of this Section.
(@) In General Any Eligible Executive or former Eligible Exedu# who at any time during the applicable year is —

1) An officer of an Employer having amheompensation greater than $130,000 (as adjustéer Code Section 416(i)(1));




2) A 5-percent owner of an Employer; or
3) A 1-percent owner of an Employer ngvannual compensation of more than $150,000.

For purposes of (1) above, no more than 50 empoidentified in the order of their annual compeiwsafor, if lesser, the greater of 3 employees®pércent ¢
the employees) shall be treated as officers. BEgogses of this Section, annual compensation meamgensation as defined in Code Section 415(cp§®yided, howeve
that effective as of the Key Employee identificatidate that occurs on December 31, 2009, annuapensation shall not include compensation excluditien ar
employees gross income on account of the location of tmeises or the identity of the employer that is eéfectively connected with the conduct of a tradduasiness i
the United States, in accordance with Treasury R¢ign Section 1.415(c2{g)(5)(ii). The Plan Administrator shall determiwho is a Key Employee in accordance
Code Section 416(i) and the applicable regulatanms other guidance of general applicability isstheteunder or in connection therewith (including girovisions of Coc
Section 416(i)(3) that treat self employed indiattuas employees for purposes of this definitigngvided, that Code Section 416(i)(5) shall notlgpp making suc
determination, and provided further that the aile year shall be determined in accordance witli&e409A and that any modification of the foregwidefinition the
applies under Section 409A shall be taken into acto

(b) Special Operating Rule§ o ensure that the Company does not fail totileany Key Employees based on the provisions disgction (a), t
Company shall treat as Key Employees for the Plearf their Separation from Service those indigldwho meet the provisions of paragraph (1) ob&dw (or both).

Q) The Company shall treat as Key Emeésyall Eligible Executives (and former Eligibled€xtives) that are classified for any portion o tlar
Year of their Separation from Service as Level 48 above; and

2) The Company shall treat as a Key Exyge any Eligible Executive who would be a Key Eoygle as of his Separation from Service date bas
the standards in this paragraph (2). For purpoté#ss paragraph (2), the Company shall deterriieg Employees under Subsection (a)(1) and (3) abased o
compensation (as defined in Code Section 415(c)(8))is taken into account as follows:

0] If the determination is in connectiaiith a Separation from Service in the first cal@nduarter of a Plan Year, the determine

shall be made using compensation earned in thedale/ear that is two years prior to the curremerdar year €.g.,for a determination made in the f
quarter of 2005, compensation earned in the 20@%hdar year shall be used); and
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(i) If the determination is in connectiwvith a Separation from Service in the seconddtbr fourth calendar quarter of a Plan Y
the determination shall be made using the compiemsaarned in the prior calendar yeae.g.,for a determination made in the second quarterOob:
compensation earned in the 2004 calendar year ishailed).

In addition, a Participant shall be considered fficer for purposes of Subsection (a)(1), a 5-petavner for purposes of Subsection (a)(2) orefdecent owner fc
purposes of Subsection (a)(3) with respect to afijon from Service distribution, if the Partiaftavas an officer, a 5-percent owner or pekeent owner (as applicak
at some point during the calendar year that appiieaccordance with Subparagraphs (i) and (ii)vabin determining the Participagttompensation for purposes of -
Separation from Service.

2.22 LRP Account:

The individual account maintained for a Participantthe books of his Employer that indicates thkad@amount that, as of any time, is credited urttierPlan fc
the benefit of the Participant. The balance inhsu®P Account shall be determined by the Plan Adstiator. The Plan Administrator may establish @memore
subaccounts as it deems necessary for the propgniatration of the Plan, and may also combine onmore subaccounts to the extent it deems sepswhgrcounts a
not then needed for sound recordkeeping. Whereopppte, a reference to a Participant’RP Account shall include a reference to eacHiegige subaccount that t
been established thereunder. “Pre-Break Subactandt‘Post-Break Subaccount” shall have the magngiven to them in Section 3.04.

2.23 LRP Benefit:

The amount or amounts that are distributable taridfpant (or Beneficiary) in accordance with $&et5.03. A Participans LRP Benefit shall be determined
the Plan Administrator based on the terms of th&eeRlan.

2.24 One-Year Break in Service:

A 12 consecutive-month period beginning on a Pigditt's Separation from Service and ending on ifs¢ &nniversary of such date. Subsequent Oear- Break
in Service shall begin on the first and later aprsaries of such date and end on the next followimgversary. A Break in Service shall continudilthe Participant i
reemployed as an eligible Executive. No brealenvise shall begin until after a Participant islanger an active Participant pursuant to Sectio3(®).
2.25 Participant:

Any Executive who is qualified to participate ingiPlan in accordance with Section 3.01 and for mwtem Employer maintains on its books a LRP Account.

active Participant is one who is due an Employerd@rfor the Plan Year (as provided in Section R.08 Break in Service Participant shall have theamng assigned
Section 3.04.
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2.26 Plan:

The YUM! Brands Leadership Retirement Plan, thengat forth herein and in the P469A Program documents, as it may be amended atated from time 1
time (subject to the limitations on amendment #ratapplicable hereunder and under the Pre-409¢r&m.

2.27 Plan Administrator:

The Companys Chief People Officer, who shall have the autlydotadminister the Plan as provided in Article M.turn, the Chief People Officer has the autty
to re-delegate operational responsibilities to pthersons or parties. As of the Effective Date @hief People Officer has delegated to the Comga@pmpensatic
Department the day to day administration of thexPIReferences in this document to the Plan Adrratisr shall be understood as referring to the ORéople Officer, th
Company’s Compensation Department and any othdegated by the Chief People Officer, as appropuaiger the circumstances.

2.28 Plan Year:

The 12-consecutive month period beginning on Janliand ending on the following December 31 of epedr.
2.29 Pre-409A Program:

The portion of the Plan that governs benefits #ratnot subject to Section 409A. The terms ofRtfe2409A Program are set forth in a separate sgo@iments.
2.30 Retirement:

A Participant’s Separation from Service after aitag age 60.

231 Section 409A:

Section 409A of the Code and the applicable re@ratand other guidance of general applicabilist ik issued thereunder.
2.32 Separation from Service:

A Participants separation from service with the YUM! Organizativithin the meaning of Section 409A(a)(2)(A)(ifhe term may also be used as a verb
“Separates from Servicejith no change in meaning. In addition, a Separatiom Service shall not occur while the Partiaipia on an Authorized Leave of Absence

Disability Leave of Absence. For purposes of aabikty Leave of Absence, a Separation from Sersgicall occur on the earlier of the date that thei¢tpant has reach:
29 continuous months of a Disability Leave of Ab=eior the date that the Participant formally resigis employment with the Employer and the Yum! &higation.
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2.33 Spouse:

An individual shall only be recognized by the PRaministrator as a Spouse or as being “marrieciricEligible Executive, if —i) the individual is of the oppos
gender to the Eligible Executive, (ii) the indivaluand the Eligible Executive are considered tdelgally married (including a common law marriagethe common lay
marriage was formed in one of the states that pettmi formation of a common law marriage), and) (iiie marriage of the individual and the EligibleeEutive i
recognized on the relevant day as valid in theestditere the Eligible Executive resides.

2.34 Termination Date:
The date that a Participant’s active participatiothis Plan terminates as defined in Section 3.03.
2.35 Valuation Date:

Each date as specified by the Plan Administratomftime to time as of which Participant LRP Accauate valued in accordance with Plan procedurdsatta
currently in effect. As of the Effective Date, tR&an shall have a Valuation Date for all Plan iegrénts as of the last day of each Plan Yearaddition, if a Participant
entitled to a distribution under Article V, suchrif@pant shall have a Valuation Date under thenRFeat is the last day of the calendar quarter ¢batains the date as
which such Participant becomes entitled to a distion under Article V. In accordance with proceshithat may be adopted by the Plan Administratny, currer
Valuation Date may be changed. Values under the &le determined as of the close of a Valuaticie DH a Valuation Date is not a business dayn tihe Valuation Da
will be the immediately preceding business day.

2.36 Vesting Schedule:

The schedule under which a Participant’'s LRP Actdetomes vested and nonforfeitable in accordartteSection 5.02 or the Appendix.
2.37 Vested LRP Account:

The portion of a Participant’s LRP Account that basome vested and nonforfeitable within the megpinSection 5.02(a) or the Appendix.
2.38 United States:

Any of the 50 states, the District of Columbia, dhd U.S. Virgin Islands.

2.39 Year of Participation:

The period during a Plan Year (or such other peasgrovided in the Appendix) a)(during which an Eligible Executive is an actRarticipant, and (b) durii
which an Eligible Executive has not incurred a Tieation Date (the “Participation Period”An Eligible Executive is considered an active Raptint only for the peric
from and after when his participation begins urBlection 3.02 until when it terminates under Sec8d8. If the Participation Period encompassestiige Plan Year (i
such other period as provided in the Appendix),Raeticipant shall be credited with a complete YafaParticipation for such Plan Year (or such otheriod as provided
the Appendix). If the Participation Period coverdy a portion of the Plan Year (or such other geiras provided in the Appendix), then the Particfzhall be credite
with a fractional Year of Participation for suchaRlYear (or such other period as provided in theeigix). Such fractional Year of Participation lste equal to th

number of months during the Participation Periodd#id bytwelve; provided, that if the Participation Periodludes at least one day of a month, the Eligitecutive
shall receive credit for the whole month.
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2.40 Year of Service:

The number of 12-month periods of the most recentiouous employment with the YUM! Organization aaencing on the Participastmost recent day
employment or re-employment with the YUM! Organiaatand ending on the Participa;mSeparation from Service (including those perthds may have occurred prior
becoming a Plan Participant). Years of Servicdl éhelude completed years and months. A partiahth shall be counted as a whole month. If arviddal is previousl
employed by the YUM! Organization, incurs a Separafrom Service, is rehired by the YUM! Organizatiand becomes a Participant in this Plan, theviddal's
previous period or periods of employment are omdited towards the Participant’s Years of Serticthe extent provided in Section 3.01(e) and $ac3i.04.

2.41 YUM! Organization:

The controlled group of organizations of which thempany is a part, as defined by Code section 418 (c) and the regulations issued thereunder emity
shall be considered a member of the YUM! Organizatinly during the period it is one of the groupajanizations described in the preceding sentence.
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ARTICLE lll - PARTICIPATION

3.01 Eligibility to Participate.
(a) Rules Effective from and after Jaguh 2008. Effective from and after January 1, 2008, andttiee shall be eligible to participate in this ®ldf the
Executive satisfies all of the following requirent&n
Q) The Executive meets one of the folluyw—
0] The Executive is classified by his gloyer as Level 12 or above on January 1, 2008 &tz he remains so classified);
(i) The Executive is hired by an Employa or after January 1, 2008 as an Executive ifledsas Level 12 or above (and while he rem
so classified); or
(i) The Executive is promoted by an Hoyer on or after January 1, 2008 from below Lel2linto a Level 12 or above position (and w
he remains so classified);
2) The Executive is not eligible to peigate in the YUM! Brands Retirement Plan; and
3) The Executive has attained at legsti.
(b) Rules Effective for the 2007 Plana¥e Effective from and after January 1, 2007 andbteeflanuary 1, 2008, an Executive shall be eligiblearticipat
in this Plan, if the Executive satisfies all of fielowing requirements:
Q) The Executive meets one of the folluyw~—
0] The Executive is classified by his floyer as Level 14 or above on January 1, 2007 & he remains so classified);
(i) The Executive is hired by an Employm or after January 1, 2007 and before Janua®0Q8 as an Executive classified as Level 1
above (and while he remains so classified); or
(iii) The Executive is promoted by an Hoyer on or after January 1, 2007 and before JanLia2008 from below Level 14 into a Level 1¢
above position (and while he remains so classified)
2) The Executive is not eligible to peigate in the YUM! Brands Retirement Plan; and
3) The Executive has attained at leget40.
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(c) Rules Effective as of the Effectidate through December 31, 200&ffective from and after the Effective Date ahdough December 31, 2006,
Executive shall be eligible to participate in tRign, if the Executive satisfies all of the follagirequirements:

Q) The Executive has been selected ¥hiployer to participate in this Plan (and whidieremains selected);
2) The Executive is not eligible to peigate in the YUM! Brands Retirement Plan; and
3) The Executive has attained at leget40.
(d) Special Eligibility Rules If an Executive was a Participant in the BESA Program immediately prior to January 1, 2088, Executive shall remair

Participant in this Plan subject to the regulattipgration rules of the Plan, including Section ®.CFurther, if an Executive became a Participarthe Plan by satisfyir
Section 3.01(b) or (c), such Executive shall renmiRarticipant in the Plan after the applicablespieriod subject to the regular participation rwdéshe Plan, includin
Section 3.03.

(e) Certain Rehired Executives$f an Executive was previously employed by theéM! Organization, such Executive was not eligibdeparticipate in thi
Plan (e.g.,the Executive was eligible to participate in the MUBrands Retirement Plan) as a result of suchiptessremployment and such Executive is later rehingthe
Yum! Organization and becomes eligible to partitépia this Plan on or after his rehire date, thechsrehired Executive —

(1) Shall be credited at the start offliist Year of Participation with Years of Servidet include his service relating to his prior pdrar periods ¢
employment with the Yum! Organization; and

2) Shall not receive an Employer Crediany LRP Benefit with respect to any period pt@his rehire date.

During the period an individual satisfies the ditity requirements of the above Subsections, wénel applies to the individual, he shall be reférne as an Eligible
Executive.”

3.02 Inception of Participation.

An Eligible Executive shall become a Participanthis Plan as of date the Participant first sasthe eligibility requirements to be an EligibleeEutive that ai
set forth in Section 3.01.
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3.03 Termination of Participation.

(a) General Except as modified below and except as providesiibsection (b), an individualeligibility to participate actively in this Plahall cease up«
his “Termination Date,” which is the earliest tacac of the following:
1) The date the individual ceases tabé&ligible Executive; or
2) The first day an individual beginpexriod of severancei.g., the period that follows a Separation from Seryice

Notwithstanding the prior sentence, an individuadls continue to participate actively in this Pldaring a period of an Authorized Leave of Absermed ai
individual who is on an Authorized Leave of Absesball have a “Termination Dateh the day the individual does not return to actimegk at the end of such Authoriz
Leave of Absence. The calculation of an individs&mployer Credit shall not take into account anypensation earned from and after his TerminatiateD In additior
a Participant’s Participation Period for purposedetermining Years of Participation shall end ba Participang Termination Date. If an individual incurs a Tématior
Date but otherwise remains an employee of the Y@janization (e.g., does not incur a Separatiom f8&ervice), such individual shall continue to aec¥ears of Servic
while remaining in the employ of the YUM! Organiizat.

(b) Disability Leave of AbsenceNotwithstanding subsection (a) above, an indigidshall continue to participate actively in tRi&n during a period of
Disability Leave of Absence. Accordingly, suchiiidual shall have a “Termination Dateh the last day of his Disability Leave of Absentgthe Participant execute:
valid Disability Payment Election pursuant to Sewté.02, such ParticipastDisability Leave of Absence shall be extendedl tiné specific payment date listed in
Disability Payment Election (or such later DisalyilPayment Election). However, if the ParticipanDisability Leave of Absence terminates due to Rtaeticipants
cessation of Disability Benefits and he returnadtive work with an Employer, such Participant shat have a Termination Date (and active partitgpashall continue)
the Participant returns to work as an eligible Exe® pursuant to Section 3.01. A ParticiparRarticipation Period for purposes of determin¥iegrs of Participation sh.
end on the Participargt'Termination Date. Active participation in thi&® shall continue as provided above without regandhether the Participant is generally consid
to be a continuing Employee of the Employer.

(c) Effect of Distribution of BenefitsAn individual, who has been a Participant urttlerPlan, ceases to be a Participant on the datédsited LRP Accou
is fully distributed.

3.04 Break in Service.

(@) Less than a OiYear Break in Service If a Participant incurs a break in service agims in an eligible classification, but such Breaservice is les
than a One¥ear Break in Service, such Participant shall bentled to not have incurred a Termination Date asdPhrticipation Period, Years of Service, Emplogezdit
and Earnings Credit shall be recomputed as if swebk in service never occurred.

17




(b) OneYear Break in Service Vested Participants A Participant who has satisfied the requiremémts/esting under Section 5.02 at the time heiise
One-Year Break in Service and who is again emplateghy time thereafter in an eligible classifioatshall reparticipate in this Plan as of the date he beccemesligible
Executive. Such individual’s priereak Years of Service shall be restored in det@ngihis rights and benefits under the Plan. lditaeh, such individual shall begin a n
Participation Period beginning with the date heeoagain becomes an active Participant pursuanettid®d 3.02. However, such individual shall notesgitled to a
Employer Credit for the period of the break.

(c) OneYear Break in Service Non-Vested Participants Any Participant not described in subsectionwhp incurs a Onétear Break in Service and w
is again employed in an eligible classification Ishe-participate in this Plan as of the date hedmes an eligible Executive. His poeeak Years of Service shall
restored, but only if the number of his consecutdsme-Year Breaks in Service is less than the grezte(i) 5, or (ii) the aggregate number of hiereak Years ¢
Service. In addition, such individual shall begimnew Participation Period beginning with the dateonce again becomes an active Participant purgsoaSectiol
3.02. However, such individual shall not be eatitto an Employer Credit for the period of the krea

(d) Break in Service Subaccountf a Participant incurs a break in service unifés Section and the Participant did not receiwdis&ribution of his LRI
Benefit during or as a result of the break in se\(ie.g., the break in service occurs prior to the ParticijsaB5 t birthday), the Employer Credits (and the Earningsdas
related thereto) that are credited after the bieaervice shall be credited to a separate subatcafuhe Participant’'s LRP Account (the “Post-BeeBubaccount”).The
Post-Break Subaccount shall be separately distibdtom the value of the Participant’'s pre-breakPLRccount, which shall be referred to as the “Break
Subaccount.” An affected Participant shall be ablextend the payment date of the ParticipantssBreak Subaccount by making a Break in Service Payra&ctior
pursuant to Section 4.03. A Participant's Pre-Br8abaccount and Post-Break Subaccount shall davfsike Participans entire LRP Account. A Participant who hi
Pre-Break and Post-Break Subaccount shall be esféoras a “Break in Service Participant.”

3.05 Agreements Not to Participate.

The eligibility provisions of this Article Il havéeen and will continue to be construed in comlamatvith any other documents that constitute péthe overal
agreement between the Company and an Executivedirgathe Executive’s participation in the Companyenefit plans. For example, an agreement betwiee
Company and an Executive that provides for the Etee to have retirement benefits provided by ac8jeplan or arrangement that is not this Planl Wwé construe:
absent a clear expression of intent by the pattigbe contrary, to preclude participation in tRign, even if the Executive might otherwise beiblgto participate in tt
Plan. An agreement that is otherwise describeéHearpreceding two sentences shall not bar an Exetsiparticipation for the period before the earlgestie such agreems
may apply without violating the restrictions onalens under Section 409A.
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ARTICLE IV — ELECTIONS
4.01 Beneficiaries.

A Participant shall be able to designate, on a fprovided by the Plan Administrator for this purppa Beneficiary to receive payment, in the evémti®death, ¢
the Participans Vested LRP Account. A Beneficiary shall be paidccordance with the terms of the Beneficiaryiglestion form, as interpreted by the Plan Admiriti
in accordance with the terms of this Plan. At me, a Participant may change a Beneficiary dedign by completing a new Beneficiary designatiomf that is signe
by the Participant and filed with the Plan Admirasor prior to the Participargt’death, and that meets such other standardsdinglthe requirement of Spousal consen
married Participants) as the Plan Administratotigikguire from time to time.

4.02 Deferral of Payment While ReceivinDBisability Benefits.

(a) General Effective from and after January 1, 2008, subfecsubsection (b) below, a Participant who isaoBisability Leave of Absence (and ac
participation continues under Section 3.03(b)) nmagke one or more elections to extend the time gfrnemt of his LRP Benefit. This opportunity to extethe
Participant’s time of payment is referred to aPasébility Payment Election.”

(b) Requirements for Disability PaymE&iections. A Disability Payment Election must comply with a&f the following requirements:

Q) If a Participant’s LRP Benefit wilelpaid at age 55 pursuant to Section 5.03@Y,,because the ParticipaatSeparation from Service occur
prior to age 55), the Participant must make hist fdisability Payment Election no later than 12 mhsrbefore the Participant’'s 35birthday; provided howevel
Participant can make a valid Disability PaymentcEta within 12 months of his 58 birthday, if the Participant’s 58 birthday is in the 2009 calendar year ar
the Participant makes the Disability Payment Etectiuring the 2008 calendar year.

2) If a Participant’'s LRP Benefit wilelpaid at Separation from Service pursuant to 8&e&i03(a) (e.g.,because the Participant will be age 5
older upon Separation from Service), the Partidipanst make his first Disability Payment Electidremast 12 months before his Separation from Serycovidet
however a Participant can make a valid Disabiliyfent Election within 12 months of his Separafimm Service, if the Participarst’Separation from Servi
occurs in the 2009 calendar year and if the Pp#iti makes the Disability Payment Election durimg 2008 calendar year.

3) A Participant’s first Disability Paymt Election must specify a new specific paymere fiar his LRP Benefits that is at least 5 yeatsrdfis 55"
birthday or Separation from Service, whichevermiplizable as provided in paragraphs (1) or (2).

4) Subsequent Disability Payment Eledimust be made at least 12 months before thefispeayment date of the prior Disability Paymeneélor

and must provide for a new specific payment datehfs LRP Benefits that is at least 5 years after prior specific payment date listed in the piasability
Payment Election.
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(5) All Disability Payment Elections muspecify a specific payment date, and Separatiom fBervice or any other event cannot be selectes
Disability Payment Election.

(6) All Disability Payment Elections muimply with all of the requirements of this Senti$.02.

(@) A Participant cannot change the fafipayment of his LRP Benefit pursuant to a DisgabPayment Election.

(8) A Participant may not make a DisapilPayment Election if the election would provide & specific payment date after the Participa@04h
birthday.

A Disability Payment Election will be void and pagmnt will be made based on the provisions of the Bther than this Section 4.02, if all of the psions of th
foregoing paragraphs of this subsection are nasfeat in full. A Participans Disability Payment Election shall become effeeth? months after the date on which
election is made pursuant to Section 409A(a)(4){C)t a Participants Disability Payment Election becomes effectivadcordance with the provisions of this subsec
the Participant’s prior payment date shall be ssgeed (including any specific payment date spetifiea prior Disability Payment Election).

(c) Plan Administratts Role . Each Participant has the sole responsibilityntake a Disability Payment Election by contacting tRlar
Administrator and to comply with the requirementshos Section. The Plan Administrator may provaleotice of a Disability Payment Election opportyito some or a
affected Participants, but the Plan Administratounder no obligation to provide such notice (optovide it to all affected Participants, in theeata notice is provide
only to some Participants). The Plan Administrdtas no discretion to waive or otherwise modify eeguirement set forth in this Section or in Setd@9A.

4.03 Break in Service Deferral of Payment

(a) General Effective from and after January 1, 2008, subjecsubsection (b) below, a Break in Service Bgint may make one or more election
extend the time of payment of his Pre-Break SubawgtoThis opportunity to extend the Participariitee of payment for his PrBreak Subaccount is referred to ¢
“Break in Service Payment Election.”

(b) Requirements for Break in ServicgrRant Elections A Break in Service Payment Election must conwilh all of the following requirements:

1) The Participant must make his firse&k in Service Payment Election no later than batims before the Participant’'s $birthday, and the Bre:
in Service Payment Election must provide for eitfilpa specific payment date that is at least Syedter the Participant’s 8%birthday, or (ii) the later of a speci
payment date that is at least 5 years after thecRant's 55t birthday or his Separation from Service; providedvaver a Participant can make a valid Bree
Service Payment Election within 12 months of higha&rthday, if the Participant’s 58 birthday is in the 2009 calendar year and if thei€ipant makes the Bre
in Service Payment Election during the 2008 calegdar.
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@)

Subsequent Break in Service Payméettiobns must be made at least 12 months beforsphkeific payment date of the prior election andsi

provide for a new specific payment date that ileast 5 years after the specific payment datedistehe prior election. If a Participasatprior election was the la
of 5 years after his 58 birthday or Separation from Service, a subsequeealBin Service Payment Election must be madeaat £2 months prior to the spec
payment date selected on the prior election aridast 12 months prior to his Separation from ServiSuch subsequent Break in Service Payment &featus
also provide for a distribution on the later of emnspecific payment date that is least 5 years dfie specific payment date listed in the priorcttn or hic
Separation from Service.

©)
4)
®)

(6)
thpirthday.

@)
®)

All Break in Service Payment ElecBanust specify a specific payment date.
All Break in Service Payment Elecanust comply with all of the requirements of t8iction 4.03.
A Participant cannot change the fafrpayment of his LRP Benefit pursuant to a Breakérvice Payment Election.

A Participant may not make a BrealService Payment Election if the election wouldvide for a specific payment date after the Paréinifs 8(

The Break in Service Payment Electball only apply to distribution of the Break irr8ice Participant’'s Pre-Break Subaccount.

A Break in Service Payment Electioaynmot be made if Section 5.03(e) applies.

A Break in Service Payment Election will be voiddgmayment will be made based on the provisionsi@fRlan other than this Section 4.03, if all of pinevision:
of the foregoing paragraphs of this subsectiomatesatisfied in full. A Participarg’Break in Service Payment Election shall becorfectfe 12 months after the date
which the election is made pursuant to Section 48%A&)(C)(i). If a Participans Break in Service Payment Election becomes etffedti accordance with the provisions
this subsection, the Participant’s prior paymerte ddall be superseded (including any specific gaytrdate specified in a prior Break in Service Paynilection).
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(c) Plan Administratts Role. Each Participant has the sole responsibilityntike a Break in Service Payment Election by coimgahe Pla
Administrator and to comply with the requirementshis Section. The Plan Administrator may provaeotice of a Break in Service Payment Electiopasfunity to som
or all affected Participants, but the Plan Admirigir is under no obligation to provide such nofjoeto provide it to all affected Participants,time event a notice
provided only to some Participants). The Plan Adstiator has no discretion to waive or otherwissEify any requirement set forth in this SectioriroSection 409A.
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ARTICLE V — PARTICIPANT LRP BENEFITS
5.01 Credits to a Participant’s LRP Accont.
(a) General The Plan Administrator shall credit to each Rarant's LRP Account the Employer Credit (if any) and Bernings Credit at the times anc
the manner specified in this Section. A Partictfsah RP Account is solely a bookkeeping device tack the value of his LRP Benefit (and the Employdiability
therefor). No assets shall be reserved or segrédgatconnection with any LRP Account, and no LR&edunt shall be insured or otherwise secured.

(b) Employer Credit Percentagé Participant’'s Employer Credit Percentage (if)ashall be determined under the following parabsa—

Q) For Periods From and After January2@08. For Plan Years beginning from and after Januarp008, unless otherwise provided in
Appendix for one or more specific Participantsaatieipant’'s Employer Credit Percentage (if anyalsbe equal to —

0] 1.0% for a Participant of any levelavis an active Participant for a period as of thiedation Date, but who does not qualify for a des
Employer Credit Percentage under the remainingipi@mvs of this Section 5.01 for such period, and

(i) the following applicable percentafpe an active Participant whose age is 40 or gresgef the Allocation Date —

Participant Level as of Allocation Date Employer Credit Percentage for
Participants Age 40 or Greater

Level 12 4.5%
Level 13 5.0%
Level 14 5.5%
Level 15 6.5%
Level 16 7.5%
Leadership Team (LT 8.0%
Partners Council (PC 9.5%
2) For Periods Prior to January 1, 20@8or Plan Years beginning prior to January 1,&Qless otherwise provided in the Appendix foe an
more specific Participants, a Participant’s Empta@eedit Percentage (if any) shall be equal tofthiewing —
Participant Level as of Allocation Date Employer Credit Percentage
Level 14 5.5%
Level 15 6.5%
Level 16 7.5%
Leadership Team (L1 8.0%
Partners Council (PC 9.5%
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The Participant shall be assigned the correspori@ingloyer Credit Percentage for a Plan Year baped his level (and age) as of the Allocation Daggardles
of whether the Participant was at that level (cg)dgr the entire Plan Year; provided, howeven Rarticipant has incurred a mid-year TerminatiateDunder Section 3.03
(a), the Participant’s level and age on the Paici’'s Termination Date shall be used for the Adkian Date specified by Section 2.01(b).

(c) Employer Credit Amount

1) General Rules Unless otherwise provided in the Appendix foear more specified Participants, the Plan Admiatst shall convert tt
Employer Credit Percentage into a dollar amounini§tiplying the Employer Credit Percentage by tlatieipants Base Compensation and Bonus Compens
(each as modified in paragraph (2) below) for tlenPYear, thereafter crediting the resulting prddocthe Participans LRP Account. The Employer Credit sl
be determined by the Plan Administrator as sooadmsinistratively practicable after each AllocatiDate and shall be credited to the ParticimmhfRP Accour
effective as of the Allocation Date. The calcudatiof the Employer Credit by the Plan Administrasball be conclusive and binding on all Particigaand the
Beneficiaries). A Participant shall not receive amployer Credit for any Allocation Dates that oc@iter the Allocation Date that immediately followihe
Participant’s Termination Date.

) Operating RulesUnless otherwise provided in the Appendix, thiéofving operating rules shall apply for purposésietermining a Participarg’
Employer Credit under this subsection (c):

0] The Plan Administrator shall use tRerticipants annualized Base Compensation in effect on thecatlon Date (without regard
whether the Participant's Base Compensation chand@thg the Plan Year) in determining the Partiofpg Base Compensation and Bo
Compensation. Notwithstanding the foregoing, Raticipant has incurred a mid-year TerminationeDaider Section 3.03(a), the Participarghnualize
Base Compensation in effect on the Participant'smiration Date shall be used in determining theti€ipant’s Base Compensation and Bo
Compensation for the Allocation Date specified legt®n 2.01(b).

(ii) If a Participant has less than 1 ftéar of Participation for the Plan Yeaeq.,as may apply in the Participasfirst and last Plan Year

Participation), the Participant’'s Base Compensa#ind Bonus Compensation that shall be used shatidigplied bythe Participans fractional Year ¢
Participation for the Plan Year.
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(d)

(i) If the Participant is on an Authped Leave of Absence or a Disability Leave of Alzgewhen an Allocation Date occurs, and as o
Allocation Date the Participant is not treated bg Employer as having currently applicable inforioatwith respect to Base Compensation, B
Compensation or Participant level, then the itenitams of information that is inapplicable shall teplaced with the corresponding information that
applicable to the Participant as of the day prathie Participant going on the Authorized Leavéb$ence or Disability Leave of Absence.

(iv) For those Employer Credits that atea level of 4.5% or higher with respect to anoddltion Date (referred to as &ull Employe
Credit”), once a Participant has been credited itli Employer Credits for 20 yearsi.€., after 20 full Years of Participation) at the perae level
specified in clause (ii) of Section 5.01(b)(1) nrSection 5.01(b)(2), the Participant shall ceaseiving Full Employer Credits and all subsequenpl®yel
Credits made to the Participant’s LRP Account shalkt the percentage level specified in clausef(§ection 5.01(b)(1). For this purpose, a Pandiot’s
Years of Participation shall be the total numbaeait ik counted pursuant to the break in servicesrinéArticle 11, and fractional Years of Particifi@n shal
be aggregated into full Years of Participation.céingly, if a Participant has an initial fractadnYear of Participation and thereafter works comtiusly a
an Eligible Executive for at least 20 years, thetiBipant would have an initial fractional Year Bérticipation, followed by 19 full Years of Parpeition
and ending with a fractional Year of Participatiovhich when added to the initial Year of Participatresults in a full Year of Participation. Empén
Credits that are made before or after a Particifgargceiving Full Employer Credits shall not tmitied pursuant to this subparagraph.

Earnings Credit

Q) General RulesAs of each Valuation Date, the Plan Administragball determine a ParticipastEarnings Credit for the period since the

Valuation Date by multiplying the Earnings Rate fhe period since the last Valuation Date by thkareze of the Participart’LRP Account as of the curr
Valuation Date. This Earnings Credit will be detéred as soon as practicable after the applicableation Date, and it shall be credited to theiBipent's LRF
Account effective as of such Valuation Date. Participant has less than 1 full Year of Partidpafor the Plan Year €.g.,as may apply in the Participasffirsi
and last Plan Year of participation), the Partioipshall receive a pro-rated Earnings Credit fat tRlan Year that shall be based upon the Partitigpéractiona
Year of Participation for the Plan Year that wamed prior to the Valuation Date on which the pated Earnings Credit will be made.
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5.02

2) Revisions to Earnings Ratés of the end of each Plan Year, beginning whith end of the 2007 Plan Year, the Company shallyaa th
current Earnings Rate to determine if the rate idies a market rate of interest. If the EarningseRs considered to provide a market rate of irsieréhen th
Earnings Rate will remain the same for the follogvitlan Year. If the Company concludes, in its @ion, that the Earnings Rate does not provideafararke
rate of interest, then the Company currently ingetedestablish a new Earnings Rate to provide &ehaate of interest, and the Company currentlgrids that suc
new Earnings Rate will apply for the following Plalear. The determination of a market rate of ieseishall be entirely within the discretion of thempany an
shall be based on such factors as the Companynuie&s to consider €.g., the current 3@ear Treasury Bond yield, the current yield on difieate of depos
equal to the remaining time period for the aver@ggticipant to reach Retirement and the LRP Accbafdance for the average Participant, and suclr édleéors a
the Company shall determine in its sole discreticif)e Company’s determination regarding a mar&e of interest is final and nameviewable, and the Compe
reserves the right to revise its intent in thisarelg If the Earnings Rate is revised for a Plamry¢éhe Company shall authorize attaching an Eklibthis Plal
document indicating the revised Earnings Rate hadPlan Year to which it applies.

Vesting Schedule.

(a) General Upon a Separation from Service, a Participaat! gimly be entitled to a distribution (at the tippevided in Section 5.03) of the portion (if a

of his LRP Account that has become vested and mfmifable at such time pursuant to the Vesting 8ohe (as determined under this Section) that appitethe
Participant. The portion (if any) of the Partiaipa LRP Account that has not become vested byPiméicipants Separation from Service shall be forfeited arall stot be
distributed to the Participant hereunder. The iporof the Participans$ LRP Account (from time to time) that has beconested and nonforfeitable pursuant to
Participant’s Vesting Schedule and this Sectior2 Slfall be referred to as the Participant's “VedtB& Account.”

(b) Vesting ScheduleUnless Subsection (c) applies or unless otherwisvided in the Appendix for one or more spedifarticipants, a ParticipastLRF

Account shall become vested and nonforfeitableyamsto this subsection.

Q) Vesting Schedule as of January D820Effective January 1, 2008, a Participant shatidme 100% vested in his LRP Account upon atta
three (3) Years of Service. For purposes of Ha#its in this Plan as of December 31, 2007, thimgraph shall apply to all existing LRP Accounfabaes as (
January 1, 2008 based on the Participant’s YeaBenfice earned both before and after January(8.20

2) Vesting Schedule before January0D82 For periods prior to January 1, 2008, a Paicifs LRP Account shall become vested as follows —

0] Upon attaining five (5) Years of Sem, a Participant shall become 50% vested in RR lAccount, and
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(i) Upon attaining ten (10) Years of @ee, a Participant shall become 100% vested i Ri8 Account.

(c) Acceleration of Vesting Notwithstanding Subsection (b) above, a Paicfjs LRP Account shall become 100% vested and norifable upon th
earliest of the following to occur:
Q) The Participant’'s Retirement;
2) The Participant becoming Disabled,;
3) The Participant’s death; or
4) The occurrence of a Change in Control
5.03 Distribution of a Participant’'s Vestd LRP Account.

The portion of the Participast’Vested LRP Account that is governed by the teomthis 409A Program shall be distributed as predidn this Section. A
distributions shall be paid in cash. In no evérallsany portion of a Participant’s Vested LRP Agabbe distributed earlier or later than is allowsdler Section 409A.

(a) Distribution Upon Separation fromn8ee . Unless the provisions of subsection (b), (c),dd(e) apply, a Participarst’Vested LRP Account shall
distributed upon a Participant’s Separation fromvige (other than for death) as follows:

Q) If a Participant is age 55 or oldartbe Participant’'s Separation from Service, thei€pant’s Vested LRP Account shall be distributed in ale
lump sum payment as of the last day of the caleqdarter that occurs on or immediately follows Ereeticipant’s Separation from Service.

2) If a Participant is less than agedsbthe Participant’s Separation from Service, theti€ipants Vested LRP Account shall be distributed
single lump sum payment as of the last day of #lendlar quarter that occurs on or immediately fetidhe Participant’s 58 birthday.

3) If the Participant is classified aKey Employee at the time of the ParticiparSeparation from Service (or at such other timelé&ermining Ke
Employee status as may apply under Section 409&)) such Participant’s Vested LRP Account shallb®paid, as a result of the Participar®eparation fro
Service, earlier than the date that is at leasb6ths after the Participant’s Separation from ServiThis shall be implemented as follows —

0] If the Participant is less than adgedn the Participard’ Separation from Service and the Participantdssified as a Key Employee,

distribution shall occur as provided in paragraphgbove, or if later, the last day of the calemglaarter that occurs on or immediately follows tla¢e the
is 6 months after the Participant’'s Separation f@envice; and
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(i) If the Participant is age 55 or old® the Participang’ Separation from Service and the Participantdssified as a Key Employee,
distribution shall occur as of the last day of taendar quarter that occurs on or immediatelyofedl the date that is 6 months after the Participant
Separation from Service.

If the Participant Vested LRP Account balance is zero on his Sdparftom Service, the Participant shall be deenmdhave received a distribution on
Separation from Service equal to zero dollars Ardunvested portion of his LRP Benefit shall bédived subject to Section 3.04.

(b) Distributions Upon DeathNotwithstanding subsection (a), (c) or (d), iParticipant dies, the Participasit/ested LRP Account shall be distribute
accordance with the following terms and conditions:

Q) Upon a Participant’s death, the Raréint's Vested LRP Account shall be distributed in a leingmp sum payment as of the last day of cale
quarter that occurs on or immediately follows tlzetigipant’s death. Amounts paid following a Peigant’s death shall be paid to the Participanes&iciary.

2) Any claim to be paid any amounts diag to the credit of a Participant in connectioithvthe Participans death must be received by the |
Administrator at least 14 days before any such amaudistributed. Any claim received thereaftemuintimely, and it shall be unenforceable againstRlan, th
Company, the Plan Administrator or any other parng for one or more of them.

(c) Disability Payment Electiondf a Participant has made a valid Disability Pent Election, his Vested LRP Account shall beritisted in a single lurr
sum payment on the last day of the calendar quiréoccurs on or immediately follows the spegifiyment date selected on the Disability Paymesdtiein.
(d) Break in Service Subject to subsection (e), a Break in Serviatiddaant's Vested LRP Account shall be distributedfollows:
Q) PreBreak Subaccount A Break in Service Participant’s PBreak Subaccount shall be distributed in a singled sum payment as of the

day of the calendar quarter that occurs on or iniately follows the Participant's 58birthday. However, if a Break in Service Participaas made a valid Bre
in Service Payment Election, his FBeeak Subaccount shall be distributed in a singted sum payment on the last day of the calendarejuthat occurs on
immediately follows the specific payment date fapplicable, a later Separation from Service)edscted on the Break in Service Payment Election.

2) PosBreak Subaccount The distribution of a Break in Service Participa PostBreak Subaccount shall be governed by the prowiswi
subsection (a).
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(e) Involuntary CashoutNotwithstanding subsection (a) or (d), if a Rfpaant incurs a Separation from Service (othentfa death or Disability) and t
Participants Vested LRP Benefit (together with any other def@ércompensation benefits that are required todogegated with the LRP Benefit under Section 40&
equal to or less than $15,000 at any time on er afich Separation from Service, the Participaviésted LRP Account shall be distributed in a lgifgmp sum payment
of the last day of the calendar quarter on or imatety following the Participant’ Separation from Service (or on or immediatelyofeing such later date that tl
subsection is determined to apply). However, é Barticipant is classified as a Key Employee attitne of the Participarg’Separation from Service (or at such other
for determining Key Employee status as may appljearSection 409A), then such Participantested LRP Account shall be paid as of the lagtaf the calendar quar
on or immediately following the date that is 6 muafter the Participant’s Separation from Service.

(U] Actual Payment Date An amount payable on a date specified in thistiBe shall be paid no later than the later oftfed end of the calendar yeal
which the specified date occurs, or (b) the8ay of the third calendar month following suchdified date. In addition, the Participant (or Bfciary) is not permitted 1
designate the taxable year of the payment.

5.04 Valuation.

In determining the amount of any individual distiilon pursuant to Section 5.03, the ParticipanR® LAccount shall continue to be credited with aagsi(whethe
positive or negative) as specified in Section 5Q1(ntil the Valuation Date that is used in deterimg the amount of the distribution under Sectiod35 The Valuatio
Date to be used in valuing a distribution underti®ads.03 shall be the Valuation Date that occurshe last day of the calendar quarter on whichpthyment is to be mac

5.05 FICA Taxes and LRP Account Reduction

(@) Calculation of FICA TaxesFor each Plan Year in which a Participanfccount (or portion of the Account) vests purgu@nSection 5.02 or ti
Appendix, the Company shall calculate the appliedBICA taxes that are due and shall pay such Fl&&sg to the applicable tax authorities as providgdlreasur
Regulation Section 31.3121(v)(2)- The amount of the applicable FICA taxes thatthe responsibility of the Participant pursuanCtile Section 3101 shall be paid fi
the Participant’s LRP Account as provided in Subsedb).

(b) Reduction in LRP Account Balanc&ffective as of each Allocation Date in a Plaeay for which FICA taxes are paid for a Particippatsuant t
Subsection (a), the Company shall withhold suchAi&xes from the Participant’'s LRP Account and ielthe Participans’ LRP Account balance by the following amc

1) The amount of the applicable FICA sxalculated by the Company that are the respditgibf the Participant pursuant to Code Sectio®1
(the “FICA Amount”), plus
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2) The amount of Federal, state andllot@ame taxes that are due on the distributionhef FICA Amount from the ParticipastLRP Accoun
which net of its own Federal, state and local inedaxes, is sufficient to enable the Company totpayfull FICA Amount from the ParticipastLRP Account t
the applicable tax authorities.

The amount calculated pursuant to this Subsectiaii be final and binding on the Participant andlsfeduce the ParticipaistLRP Account effective as of e
applicable Allocation Date for which a FICA Amoustpaid.
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ARTICLE VI — PLAN ADMINISTRATION
6.01 Plan Administrator.
The Plan Administrator is responsible for the adstiation of the Plan. The Plan Administrator ks authority to name one or more delegates ty @t certail
responsibilities hereunder, as specified in théndefn of Plan Administrator. Action by the Pladministrator may be taken in accordance with pdoces that the Pli
Administrator adopts from time to time or that thempany’s Law Department determines are legallynissible.

6.02 Powers of the Plan Administrator.

The Plan Administrator shall administer and mantégePlan and shall have (and shall be permitteditegate) all powers necessary to accomplish thiqioge
including the power:

(@) To exercise its discretionary auttyot® construe, interpret, and administer this Plan

(b) To exercise its discretionary authytd make all decisions regarding eligibility, peipation and benefits, to make allocations angdeinations require
by this Plan, and to maintain records regardingiélpants’ LRP Accounts;

(c) To compute and certify to the Emplotree amount and kinds of payments to Participantheir Beneficiaries, and to determine the timd ananner i
which such payments are to be paid;

(d) To authorize all disbursements byHEmeployer pursuant to this Plan;

(e) To maintain (or cause to be maint@djradl the necessary records for administratioths Plan;

() To make and publish such rules fa tagulation of this Plan as are not inconsistétit the terms hereof;

(9) To delegate to other individuals otitees from time to time the performance of anytsfduties or responsibilities hereunder;

(h) To hire agents, accountants, actsadensultants and legal counsel to assist in tipgrand administering the Plan; and

(0] To perform any other acts or make ather decisions with respect to the Plan as itrdeare appropriate or necessary.
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The Plan Administrator has the exclusive and dismmary authority to construe and to interpret #lan, to decide all questions of eligibility for risdits, tc
determine the amount and manner of payment of baokfits and to make any determinations that anéecoplated by (or permissible under) the termshsf Plan, and i
decisions on such matters shall be final and cangduon all parties. Any such decision or deteation shall be made in the absolute and unredtridigcretion of the Pl
Administrator, even if (1) such discretion is napeessly granted by the Plan provisions in questior(2) a determination is not expressly calleddy the Plan provisiol
in question, and even though other Plan provisexmessly grant discretion or call for a determiorat As a result, benefits under this Plan willgzéd only if the Pla
Administrator decides in its discretion that theplagant is entitled to them. In the event of aieew by a court, arbitrator or any other tribunalyaxercise of the Pl
Administrator’s discretionary authority shall nat Histurbed unless it is clearly shown to be aabjtand capricious.

6.03 Compensation, Indemnity and Liabilit.

The Plan Administrator shall serve without bond aritthout compensation for services hereunder. eAflenses of the Plan and the Plan Administratdt bbgaic
by the Employer. To the extent deemed approptigtehe Plan Administrator, any such expense mayhmrged against specific Participant LRP Accoutitsreb
reducing the obligation of the Employer. No membfethe Plan Administrator, and no individual agtias the delegate of the Plan Administrator, dhaliable for any a
or omission of any other member or individual, fmrany act or omission on his own part, exceptirgyown willful misconduct. The Employer shall erdnify and hol
harmless each member of the Plan Administrator amd employee of the Company (or a Company affilifteecognized as an affiliate for this purpose thg Plai
Administrator) acting as the delegate of the Plaimkistrator against any and all expenses andlilialsi including reasonable legal fees and expgnassing out of h
service as the Plan Administrator (or his serviaghee delegate of the Plan Administrator), exceptinly expenses and liabilities arising out of dwen willful misconduct.

6.04 Taxes.

If the whole or any part of any ParticipastLRP Account becomes liable for the payment of estate, inheritance, income, employment, or otévemwhich th
Company may be required to pay or withhold, the gany will have the full power and authority to witiild and pay such tax out of any moneys or othepety in it
hand for the account of the Participant. If suéthiolding is made from a Participant’s Plan distition (or the Participarg’LRP Account), the amount of such withholc
will reduce the amount of the Plan distribution the Participans LRP Account). To the extent practicable, the @any will provide the Participant notice of si
withholding. Prior to making any payment, the Cemyp may require such releases or other documemnts &ny lawful taxing authority as it shall deem emsary. |
addition, to the extent required by Section 409/0ants deferred under this Plan shall be reportetherParticipants’ Forms V2- Also, any amounts that become tax
hereunder shall be reported as taxable wages antigipant’s Form W-2.

6.05 Records and Reports.
The Plan Administrator shall exercise such authaitd responsibility as it deems appropriate ineotd comply with ERISA and government regulatissier

thereunder relating to records of Participasts'vice and benefits, notifications to Participangports to, or registration with, the Internalvi@eue Service; reports to -
Department of Labor; and such other documents eparts as may be required by ERISA.
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6.06 Rules and Procedures.

The Plan Administrator may adopt such rules anagutares as it deems necessary, desirable, or apeopTo the extent practicable and as of antiall rule:
and procedures of the Plan Administrator shall ioumly and consistently applied to Participantstie same circumstances. When making a deteriminat calculatior
the Plan Administrator shall be entitled to relyonpnformation furnished by a Participant or Beaigiiy and the legal counsel of the Plan Administrar the Company.
6.07 Applications and Forms.

The Plan Administrator may require a ParticipanBeneficiary to complete and file with the Plan Adistrator an application for a distribution andyasther form
(or other methods for receiving information) apprdvby the Plan Administrator, and to furnish alttppeent information requested by the Plan Admimigir. The Pla
Administrator may rely upon all such informationfsonished it, including the Participant’s or Beiogdry’s current mailing address, age and mariiaius.

6.08 Conformance with Section 409A.
At all times during each Plan Year, this Plan shelloperated (i) in accordance with the requiremeftSection 409A, and (ii) to preserve the statubenefit:

under the Pre-409A Program as being exempt fronidded09A, i.e., to preserve the grandfathered status of the4P8& Program. In all cases, the provisions of
Section shall apply notwithstanding any contramgvision of the Plan that is not contained in thezt®n.
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ARTICLE VII — CLAIMS PROCEDURES
7.01 Claims for Benefits.

If a Participant, Beneficiary or other person (laéter, “Claimant”)does not receive timely payment of any benefitsciviie believes are due and payable unde
Plan, he may make a claim for benefits to the Rldministrator. The claim for benefits must be intimg and addressed to the Plan Administratorthéf claim for benefi
is denied, the Plan Administrator shall notify &imant in writing within 90 days after the PlamlrAinistrator initially received the benefit claindlowever, if speci:
circumstances require an extension of time for @seimng the claim, the Plan Administrator shall fsinmotice of the extension to the Claimant prattte termination of tt
initial 90-day period and such extension may nateexi one additional, consecutive @&y period. Any notice of extension shall indictite reasons for the extension
the date by which the Plan Administrator expectstike a determination. Any notice of a denial efidfits shall be in writing and drafted in a mancaiculated to k
understood by the Claimant and shall advise th@r@lat of the basis for the denial, any additionaltenial or information necessary for the Claimanpérfect his clain
and the steps which the Claimant must take to havelaim for benefits reviewed on appeal.

7.02 Appeals.

Each Claimant whose claim for benefits has beemedemay file a written request for a review of biaim by the Plan Administrator. The request friew mus
be filed by the Claimant within 60 days after heeiged the written notice denying his claim. Uperiew, the Plan Administrator shall provide thai@lant a full and fa
review of the claim, including the opportunity tobsnit written comments, documents, records andrdtifermation relevant to the claim and the PlannAwistrator"
review shall take into account such comments, detus) records and information regardless of whetiey were submitted or considered at the initetedmination. Th
decision of the Plan Administrator shall be mad#ini60 days after receipt of a request for revawd will be communicated in writing and in a manoaiculated to t
understood by the Claimant. Such written noticallstet forth the basis for the Plan Administratatecision. If there are special circumstanceslvhéquire an extensi
of time for completing the review, the Plan Admtrésor shall furnish notice of the extension to @laimant prior to the termination of the initisd-6ay period and su
extension may not exceed one additional, consez@dday period. Any notice of extension shall indicttie reasons for the extension and the date byhathie Pla
Administrator expects to make a determination.

7.03 Special Claims Procedures for Disdity Determinations.
Notwithstanding Sections 7.01 and 7.02, if therolair appeal of the Claimant relates to benefitslevhi Participant is disabled, such claim or apshall be

processed pursuant to the applicable provisionBegartment of Labor Regulation Section 2560.50@lating to disability benefits, including Sectio2560.5031(d),
2560.503-1(f)(3), 2560.503-1(h)(4) and 2560.503¢2}i These provisions include the following:
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(a) If the Plan Administrator wholly oagtially denies a Claimarg’claim for disability benefits, the Plan Admingtr shall provide the Claima
within a 45day response period following the receipt of trenlby the Plan Administrator, a comprehensibletemi notice setting forth (1) the basis for theiderf2) an)
additional material or information necessary fag laimant to perfect his claim, and (3) the step&h the Claimant must take to have his claimtfenefits reviewed ¢
appeal. If, for reasons beyond the control of Ren Administrator, an extension of time is reqdifer processing the claim, the Plan Administratdlt send a writtel
notice of the extension, an explanation of theuwirstances requiring extension and the expected afatee decision before the end of the d& period. The Pl
Administrator may only extend the 45-day periodceyieach in 3@ay increments. If at any time the Plan Administraequires additional information in order
determine the claim, the Plan Administrator shalicsa written notice explaining the unresolvedéssthat prevent a decision on the claim and agjstif the addition:
information needed to resolve those issues. Th#r@int will have 45 days from the receipt of thatice to provide the additional information, andidg the time that
request for information is outstanding, the runnifighe time period in which the Plan Administratoust decide the claim will be suspended.

(b) If the Plan Administrator denies ail part of a claim, further review of the claimasailable upon written request by the Claimanthe Plai
Administrator within 180 days after receipt by @&imant of written notice of the denial. Upon iew, the Plan Administrator shall provide the Clamha full and fa
review of the claim, including the opportunity tabsnit written comments, documents, records andrdtifermation relevant to the claim and the PlanmAulistrator's
review shall take into account such comments, decus) records and information regardless of whetheras submitted or considered at the initial deieation. Thi
decision on review shall be made within 45 dayerafeceipt of the request for review, unless cirstances beyond the control of the Plan Administratarrant a
extension of time not to exceed an additional 4%sddf this occurs, written notice of the extemsiwill be furnished to the Claimant before the eridhe initial 45day
period, indicating the special circumstances reéagithe extension and the date by which the PlamiAitrator expects to make the final decision.e Tinal decision she
be in writing and drafted in a manner calculatethécunderstood by the Claimant, and shall inclingespecific reasons for the decision with refersrtoethe specific Ple
provisions on which the decision is based.

7.04 Exhaustion of Claims Procedures.

Before filing any claim or action in court or in@ther tribunal, the Executive, former ExecutivertRgpant, former Participant, Spouse, former Sgoas othe
individual, person, entity, representative, or gradi one or more of the foregoing (collectively;Glaimant”) must first fully exhaust all of the Ghaant’s actual or potenti
rights under the claims procedures of Sections, 7702 and 7.03, including such rights as the Pldministrator may choose to provide in connectiathwovel claims
disputes or issues or in particular situationsr gtoposes of the prior sentence, any Claimanthhatany claim, dispute, issue or matter that icapdis in whole or in part —

(a) The interpretation of the Plan,
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(b) The interpretation of any term or dition of the Plan,

(c) The interpretation of the Plan (oy af its terms or conditions) in light of applicabdaw,

(d) Whether the Plan or any term or ctiadiunder the Plan has been validly adopted oirgateffect,
(e) Whether the Plan or any term or ctiodiunder the Plan satisfies any applicable law, o

(U} Any claim, issue or matter deemedikinto any of the foregoing by the Plan Administra

(or two or more of these) shall not be consideretidve satisfied the exhaustion requirement of $i@istion unless the Claimant first submits thentladispute, issue
matter to the Plan Administrator to be processadyant to the claims procedures of Sections 7.@P @nd 7.03 or to be otherwise considered by the Rdministratot
and regardless of whether claims, disputes, issu@satters that are not listed above are of gresitgrificance or relevance. The exhaustion requénet of this Sectic
shall apply even if the Plan Administrator has mi@viously defined or established specific claimscpdures that directly apply to the submission @isideration of sut
claim, dispute, issue or matter, and in which dhgePlan Administrator (upon notice of the clainspdite, issue or matter) shall either promptly leiggh such clainr
procedures or shall apply (or act by analogy te) ¢faims procedures of Sections 7.01, 7.02 and th&3apply to claims for benefits. Upon reviewdryy court or othe
tribunal, this exhaustion requirement is intended¢ interpreted to require exhaustion in as marmpmstances as possible (and any steps necessaffett this inter
should be taken).

7.05 Limitations on Actions.

Effective from and after January 1, 2008, any claimaction filed in state or Federal court (or arlyer tribunal) by or on behalf of a Claimant (&$iged in Sectio
7.04) with respect to this Plan must be broughhiwithe applicable timeframe that relates to tlnclor action, listed as follows:

(@) Any claim or action relating to thieeged wrongful denial of Plan benefits must beunfat within two years of the earlier of the datattthe
Claimant received the payment of the Plan ben#fdsare the subject of the claim or action ordhate that the Claimant has received his calculaifdPlan benefits that ¢
the subject of the claim or action; and

(b) Any other claim or action not covereg subsection (a) above (including a claim orattielating to an alleged interference or violatif

ERISA-protected rights), must be brought within two yeairthe date when the Claimant has actual or coaie knowledge of the acts that are alleged v gise to th
claim or action.
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Failure to bring any such claim or action withire taforementioned timeframes shall mean that suamimobr action is null and void and of no effector@spondence
other communications (including the mandatory cljnocedures in this Article VII) by the Compang, EBmployer, the Plan Administrator or any othersperor entit
related or affiliated with the YUM! Organizationalhhave no effect on the above timeframes.

Any claim or action brought or filed in court oryaather tribunal in connection with the Plan byoorbehalf of a Claimant (as defined in Section Y <hall only be broug
and filed in the United States District Court fbetWestern District of Kentucky.
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ARTICLE VIIIl - AMENDMENT AND TERMINATION
8.01 Amendment to the Plan.

The Company, or its delegate, has the right irsdde discretion to amend this Plan in whole or amt @t any time and in any manner, including threngeant
conditions of LRP Benefits, the terms on which rilisttions are made, and the form and timing ofritistions. However, except for mere clarifying amdments necesse
to avoid an inappropriate windfall, no Plan amendimhall reduce the balance of a Participantested LRP Account as of the date such amendmemdopted. |
addition, the Company shall have the limited righamend the Plan at any time, retroactively oenpflise, in such respects and to such extent asbaaecessary to ful
qualify it under existing and applicable laws aedulations, and if and to the extent necessargc¢oraplish such purpose, may by such amendment ae@ otherwis
affect benefits to which Participants may haveadsebecome entitled, notwithstanding any provigierein to the contrary.

The Company'’s right to amend the Plan shall noafiected or limited in any way by a ParticipanRetirement or other Separation from Serviceaddition, thi
Company'’s right to amend the Plan shall not bectéf® or limited in any way by a Participatieath or Disability. Prior practices by the Camyp or an Employer sh.
not diminish in any way the rights granted the Campunder this Section. Also, it is expressly pesible for an amendment to affect less than althef Participan
covered by the Plan.

Any amendment shall be in writing and adopted ke @ompany or by any officer of the Company who &ashority or who has been granted or delegate
authority to amend this Plan. An amendment oratestent of this Plan shall not affect the validityscope of any grant or delegation of such autyionihich shall instee
be solely determined based upon the terms of thatgsr delegation (as determined under applicadold.| All Participants and Beneficiaries shall beubd by suc
amendment.

Any amendments made to the Plan shall be subjetyaestrictions on amendment that are applicabémsure continued compliance under Section 409A.
8.02 Termination of the Plan.

The Company expects to continue this Plan, but doéesbligate itself to do so. The Company reseithe right to discontinue and terminate the Plaang time
in whole or in part, for any reason (including aebe, or an impending change, in the tax laws efuhited States or any state). Such terminatiatl ble in writing an
adopted by the Company or by any officer of the @any who has authority or who has been grantecelegdted the authority to terminate this Plan. amendment «

restatement of this Plan shall not affect the wlidr scope of any grant or delegation of suchhatrity, which shall instead be solely determineddshupon the terms of 1
grant or delegation (as determined under applicialig.
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Termination of the Plan shall be binding on alltRgrants (and a partial termination shall be birgdupon all affected Participants), but in no evesaty suc
termination reduce the balance of a Participangst¥d LRP Account at the time of the terminatitfrthis Plan is terminated (in whole or in part)etaffected Participants’
Vested LRP Accounts may either be paid in a sidglep sum immediately, or distributed in some othenner consistent with this Plan, as provided ey Rtar
termination resolution. The Compasyights under this Section shall be no less thanights under Section 8.01. Thus, for examgie, Gompany may amend the F
pursuant to the third sentence of Section 8.0bnjunction with the termination of the Plan, andlsamendment will not violate the prohibition onlueing a Participant’
Vested LRP Account under this Section 8.02. Tlaisti®n is subject to the same restrictions reltaezbmpliance with Section 409A that apply to Saci8.01.
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ARTICLE IX — MISCELLANEOUS
9.01 Limitation on Participant Rights.

Participation in this Plan does not give any Pgéint the right to be retained in the Employer'sCompany's employ (or any right or interest in #lan or an
assets of the Company or Employer other than asrhprovided). The Company and Employer reseregitiht to terminate the employment of any Paréoipwithout an
liability for any claim against the Company or Eyr under this Plan, except for a claim for payhwdrbenefits as provided herein.

9.02 Unfunded Obligation of Individual Enployer.

The benefits provided by this Plan are unfunded.afounts payable under this Plan to Participanéspaid from the general assets of the Participandividua
Employer. Nothing contained in this Plan requites Company or Employer to set aside or hold isttany amounts or assets for the purpose of payémgfits t
Participants. Neither a Participant, Beneficiargr any other person shall have any property istetegal or equitable, in any specific Employeseds This Plan creat
only a contractual obligation on the part of a Rgrént’s individual Employer, and the Participant hasstaus of a general unsecured creditor of his Eyaplwith resper
to benefits granted hereunder. Such a Particiglzedt not have any preference or priority over,rights of any other unsecured general creditahefEmployer. No oth
Employer guarantees or shares such obligationnansther Employer shall have any liability to thertitipant or his Beneficiary. In the event a Rgwant transfers froi
the employment of one Employer to another, the &riEBmployer shall transfer the liability for beriefimade while the Participant was employed by Hraployer to th
new Employer (and the books of both Employers diethdjusted appropriately).

9.03 Other Benefit Plans.

This Plan shall not affect the right of any EligilfExecutive or Participant to participate in anceree benefits under and in accordance with theigians of an
other employee benefit plans which are now or Hegeaaintained by any Employer, unless the terfnsuch other employee benefit plan or plans speadifi provide
otherwise or it would cause such other plan toat®mh requirement for tax-favored treatment.

9.04 Receipt or Release.
Any payment to a Participant or Beneficiary in actzmce with the provisions of this Plan shall,ite extent thereof, be in full satisfaction of ddims against tt

Plan Administrator, the Employer and the Compamyl the Plan Administrator may require such Pardiotpor Beneficiary, as a condition precedent tchuayment, t
execute a receipt and release to such effect.
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9.05 Governing Law.

This Plan shall be construed, administered, anctigd in all respects in accordance with ERISA a@odhe extent not preempted by ERISA, in accordamith
the laws of the State of Kentucky. If any provisoof this instrument shall be held by a court ofpetent jurisdiction to be invalid or unenforceakthe remainin
provisions hereof shall continue to be fully effeet

9.06 Adoption of Plan by Related Employer

The Plan Administrator may select as an Employsr dimision of the Company, as well as any membethef YUM! Organization, and permit or cause ¢
division or organization to adopt the Plan. Thiestion by the Plan Administrator shall govern #ftective date of the adoption of the Plan by stetated Employer. Tt
requirements for Plan adoption are entirely witttie discretion of the Plan Administrator and, iry aase where the status of an entity as an Emplisyat issue, tt
determination of the Plan Administrator shall bealbtely conclusive.
9.07 Rules of Construction.

The provisions of this Plan shall be construed etiog to the following rules:

(@) Gender and NumbeMWhenever the context so indicates, the singoilgslural number and the masculine, feminine, arteegender shall |
deemed to include the other.

(b) Examples Whenever an example is provided or the text tisegerm “including”followed by a specific item or items, or there ipassag
having a similar effect, such passage of the Piafl be construed as if the phrase “without limidat followed such example or term (or otherwise appt@duch passa
in a manner that avoids limitation on its breadtlagplication).

(c) Compounds of the WdtHere' . The words "hereof", “herein”héreunder" and other similar compounds of the whede" shall mean and re
to the entire Plan, not to any particular provistorsection.

(d) Effect of Specific ReferencesSpecific references in the Plan to the Plan Adstiators discretion shall create no inference that then
Administrator’s discretion in any other respectjroconnection with any other provisions, is lesmplete or broad.

(e) Subdivisions of the Plan Documefithis Plan document is divided and subdividedgishe following progression: articles, sectiongysections
paragraphs, subparagraphs and clauses. Articlesdesignated by capital roman numerals. Sectiaes designated by Arabic numerals containing a dal
point. Subsections are designated by lowvase letters in parentheses. Paragraphs are deighy Arabic numbers in parentheses. Subparagrape designated
lower-case roman numerals in parenthesis. Claarsesesignated by uppease letters in parentheses. Any reference ircidoseto a subsection (with no accompan:
section reference) shall be read as a referentleeteubsection with the specified designation dosthin that same section. A similar reading shplly with respect -
paragraph references within a subsection and sabpgh references within a paragraph.
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(U] Invalid Provisions If any provision of this Plan is, or is hereaftieclared to be void, voidable, invalid or othesgvunlawful, the remainder of 1
Plan shall not be affected thereby.

9.08 Successors and Assigns; Nonalienatiaf Benefits.

This Plan inures to the benefit of and is bindimpgpm the parties hereto and their successors, aedsassigns; provided, however, that the amouetited to th
LRP Account of a Participant are not (except avidied in Sections 5.05 and 6.04) subject in any mearto anticipation, alienation, sale, transfesigisment, pledg
encumbrance, charge, garnishment, execution or ¢évgny kind, either voluntary or involuntary, aady attempt to anticipate, alienate, sell, transéssign, pledg
encumber, charge or otherwise dispose of any tighiny benefits payable hereunder, including, withiamitation, any assignment or alienation in ceation with
separation, divorce, child support or similar agament, will be null and void and not binding oe #lan or the Company or any Employer. Notwithditag the foregoing
the Plan Administrator reserves the right to ma&gnpents in accordance with a divorce decree, judgroe other court order as and when cash paymeetsnade i
accordance with the terms of this Plan from thet®@4& RP Account of a Participant. Any such paynsdrall be charged against and reduce the Partit§padacount.

9.09 Facility of Payment.
Whenever, in the Plan Administrator's opinion, atiBigpant or Beneficiary entitled to receive anypeent hereunder is under a legal disability onsapacitated |
any way so as to be unable to manage his finaaffairs, the Plan Administrator may direct the Eayar to make payments to such person or to the tegeesentative

such person for his benefit, or to apply the paynfienthe benefit of such person in such mannehadlan Administrator considers advisable. Anyrpant in accordan:
with the provisions of this Section shall be a ctetedischarge of any liability for the making efch payment to the Participant or Beneficiary urttierPlan.
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ARTICLE X — SIGNATURE

IN WITNESS WHEREOF, this 409A Program is hereby adesl and restated by the Company’s duly authoffckr to be effective as provided herein.

YUM! BRANDS, INC.

By:

Anne Byerlein, Chief People Offic

Signature Dat
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APPENDIX

This Appendix modifies particular terms of this fPldocument as it may apply to certain groups andisons. Except as specifically modified in thigpendix, thi
foregoing main provisions of this Plan documentlishdly apply in determining the rights and bertefof Participants. In the event of a conflictbeen this Appendix ar
the foregoing main provisions of this Plan documéme Appendix shall govern.
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APPENDIX ARTICLE A — LRP BENEFITS FOR CERTAIN PARTI CIPANTS

A.01 Scope.

This Article A provides special rules that relatecertain Participants in the Plan. This Articleapplies only to the following Class | Appendix fzpants an
Class Il Appendix Participants listed in subsedi¢a) and (b) below.

(a) Class | Class | Appendix Participants are Scott Berg@lyde Leff, Micky Pant, Robert Lauber, Michael wWien and effective as of May
2007, Albert Baladi. Effective as of June 1, 200K;de Leff incurred a Separation from Service ahdll no longer be an active Participant after tizae.

(b) Class Il Effective as of July 1, 2006, Brian Niccol, AtigePelham, Misty Reich, Patrick Grismer, Dougleaskkelo, and William Pearce shal
Class Il Appendix Participants. Effective as obRery 16, 2007, William Pearce incurred a Sepanatiom Service and shall no longer be an actividiaant after the
date. Effective as of January 1, 2009, Sandi Karrshall become a Class Il Appendix Participant.

A.02 Allocation Date for Class | AppendiParticipants.

(@) From and After January 1, 200Beginning from and after January 1, 2007, thieddtion Date listed in Article 1l shall apply taeh Class | Append
Participant.

(b) Plan Years Prior to January 1, 20@&Xxcept as provided in Subsection (c) belowFian Years prior to January 1, 2007, the Allocafiate for a Class

Appendix Participant shall be each anniversary Giass | Appendix Participarstdate of hire by his Employer beginning with thrstfanniversary that is one (1) year ¢
his date of hire. A Class | Appendix Participanals also have an Allocation Date on his Terminatizate.

(c) Transition Rules for 2006For the 2006 Plan Year, each Class | Appendi¥df@ant shall have two (2) Allocation Dates duyithe 2006 Plan Year. T
first Allocation Date shall be as provided in Sutig® (b) above. The second Allocation Date shalls of the last business day of the 2006 Plan. eadetermining th
Employer Credit amount for each Allocation Dateidgr2006, the Plan Administrator shall use the €ladppendix Participant’ annualized Base Compensation in e
on each Allocation Date (and shall not prorate ¢bempensation if the Class | Appendix Participartereed an increase in Base Compensation duringapipdicable
period). In addition, for the second AllocationtBgwhich shall be on the last business day of2@6 Plan Year) the Class | Appendix Participafase Compensati
that shall be used shall be equal to the ClasspeAdix Participant’s annualized Base Compensatioaffect on the second Allocation Date multiplied the Class
Appendix Participant’s fractional Year of Partidijpm earned from the period beginning from thetfkBocation Date and ending on the second AllamatDate.
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A.03

Employer Credit for Class | AppendixParticipants.

(a) Employer Credit Percentagen lieu of the Employer Credit Percentage un8ection 5.01(b), a Class | Appendix ParticiparEmployer Cred
Percentage (and his “Maximum Years of Employer @s&éh Subsection (b)(2)(vi) below) shall be eqtkhe following —
Class | Appendix Participant Employer Credit Percentage Maximum Years of
Employer Credits
Albert Baladi 21.5% No maximum
Scott Bergrer 28% No maximum
Clyde Leff 20% 9
Micky Pant 20% No maximum
Robert Laube 16% 20
Michael Liewen 20% 12

The Employer Credit Percentage listed above skatbin the same during the Class | Appendix Pagidip participation in the Plan and shall not change tau

change in his employment level or age.

(b) Employer Credit Amount

Q) General Rule In lieu of the provisions under Section 5.01&)Class | Appendix ParticipastEmployer Credit shall be determined by the
Administrator by converting the Employer Credit &srtage into a dollar amount by multiplying the Hoypr Credit Percentage by the Class | Appe
Participant's Base Compensation (as modified inageaph (2) below), thereafter crediting the resgltproduct to the Class | Appendix ParticipantRF
Account. However, notwithstanding the foregoinffeetive from and after January 1, 2008 the Empid@eedit for Scott Bergren, Mickey Pant and AlbBelad
shall be determined by multiplying their respectiraployer Credit Percentages by their Base Compiensand Bonus Compensation (as modified in parag(2’
below), and thereafter crediting the resulting micido their respective LRP Accounts. The Emplo@ezdit shall be determined by the Plan Administrats soo
as administratively practicable after each AllocatDate and shall be credited to the Class | AppeRdrticipants LRP Account effective as of the Allocat
Date. The calculation of the Employer Credit by tRlan Administrator shall be conclusive and bigdion all Class | Appendix Participants (and t
Beneficiaries).

2) Operating RulesThe following operating rules shall apply forrpases of determining a Class | Appendix ParticifaBmployer Credit und
this Subsection (b):

0] The Plan Administrator shall use fBlass | Appendix Participarst’annualized Base Compensation in effect on thecation Date (ar
shall not prorate the compensation if the Clasppehdix Participant received an increase in Basaf@nsation during the applicable period).
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(i) If a Class | Appendix Participantshkess than one (1) Year of Participation meastnad the last Allocation Date for which the Cla:
Appendix Participant received an Employer Creditht® current Allocation Dated.g.,as may apply upon the Class | Appendix Particigamgrminatiol
Date), the Class | Appendix Participant's Base Cengation that shall be used shall be equal to thesO Appendix Participarg’annualized Ba
Compensation multiplied bthe Class | Appendix Participant's fractional Ye#&Participation for such period.

(iii) If applicable, the transition rul@s Section A.02 for the 2006 Plan Year shall apply

(iv) The rules of Section 5.01(c)(2)(ighall apply (i.e., the rules on Employer Credits during an Authoritegve of Absence); provide
however, an Employer Credit for a Class | AppenBarticipant shall only be based on his Base Congtems (or his Base Compensation and B
Compensation for Scott Bergren, Mickey Pant ance&lBaladi).

(v) Notwithstanding anything in the Planthe Appendix to the contrary, a Class | Apperféarticipant shall not receive an Employer Ci
using his applicable Bonus Compensation; providaddver this subparagraph shall not apply to ScetgBen, Mickey Pant and Albert Baladi.

(vi) A Class | Appendix Participant shatit receive an Employer Credit under the Plarr affte Class | Appendix ParticipastLRP Accour
has been credited with the “Maximum Years of Emplogredits” listed in the chart in Subsection (ade (i.e., after the applicable number of full Ye
of Participation as an active Participant in than! For this purpose, all of a Class | Appendattigipants Years of Participation shall be cour
(including Years of Participation before a break service), and fractional Years of Participationalshbe aggregated into full Years
Participation. However, if a Class | Appendix Rapant has “no maximumlisted in the chart in Subsection (a) above, them provisions of th
subparagraph shall not apply to such Class | Appeparticipant.

A.04 Special Interim Earnings Rate for Glss | Appendix Participants.
Notwithstanding Section 2.15(b), the Earnings RateClass | Appendix Participants for the perioibpto January 1, 2007 shall be the Earnings Retgiged ir

Section 2.15(a) ie., 6% per annum). Beginning from and after Januar30D7, the Earnings Rate for Class | Appendix Bigdints shall be as provided in Section 2.1
(i.e.,5% per annum), subject to adjustment in Sectiof(8)0
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A.05 Vesting for Class | Appendix Partigants.

In lieu of Section 5.02(b), a Class | Appendix Rgoant's LRP Account shall become vested and ndeitable as follows:

(a) For Scott Bergren, his LRP Accourdlshecome vested and nonforfeitable as follows:
Years of Service Vested Percentage
1 0%
2 25%
3 50%
4 75%
5 100%
(b) For all Class | Appendix Participaother than Scott Bergren, their LRP Accounts shatome 100% vested and nonforfeitable after fi)eYears o
Service.
(c) Effective January 1, 2008, all Clagsppendix Participants shall become 100% vestelisnLRP Account upon attaining three (3) YearsSefvice. Fc

purposes of Class | Appendix Participants in thémRs of December 31, 2007, this paragraph spallydo all existing LRP Account balances as ofulag 1, 2008 bas:
on the Class | Appendix Participant’s Years of 8srearned both before and after January 1, 2008.

A.06 Employer Credit Percentage for Clasd Appendix Participants.

Effective from and after January 1, 2008, the EmetdCredit Percentage under Section 5.01(b)(1)(iB., the percentage schedule based on levels) shadippiy
to a Class Il Appendix Participant, but rather agslll Appendix Participant’'s Employer Credit Patege shall be replaced with the following —

Class 1l Appendix Participant Level as of Employer Credit Percentage
Allocation Date

Level 14 7.0%
Level 15 8.0%
Level 16 9.0%
Leadership Team (LT 9.5%
Partner Counsel (P( 11.5%

The Employer Credit Percentage listed above stealided for all Allocation Dates for a Class |l Apgix Participant (a) which occur while the Clas#\fpendi»
Participant is earning Years of Service under ta@ Ehat is prior to a break in service and (b)ahhis solely for the period for which Section 511)(ii) would otherwis
apply (i.e.,age 40 or greater as of the Allocation Date). Thess Il Appendix Participant shall be assignedcveesponding Employer Credit Percentage for a Rleal
based upon his level status as of the AllocatiotePaegardless of whether the Class Il Appendixi€ipant was at that level for the entire Plan Ye&he amount of tt
Employer Credit shall then be calculated undemptteerisions of Section 5.01(c).
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A.07

Special Additional Employer Credit ér Specified Class Il Appendix Participants.

Effective from and after January 1, 2009, the CldsAppendix Participants identified below shallcetve a special additional Employer Credit (tH&pécia

Employer Credit”) at the “Special Employer CredérEentage” specified below —

Class Il Appendix Participant Special Employer Credit Date Upon Which the
Percentage Special Employer Credit

(and Related Earnings)
Becomes Vested

Brian Niccol 7% December 31, 201
Misty Reich 6.5% December 31, 201
The Special Employer Credit shall be subject toftilewing requirements —

(a) The Special Employer Credit is in d@iddi to the Employer Credit to which the Class Ippeendix Participants identified above receive u
Section 5.01(b)(1)(i) i.e.,the 1% Employer Credit);

(b) This Special Employer Credit shalgimeon January 1, 2009 and shall be used for dbcation Dates for the applicable Class Il Appe!
Participant which occur while the applicable ClHs&ppendix Participant is earning Years of Serviceler the Plan;

(c) The Special Employer Credit shalhtarate as of the date when the Employer Creditdteage listed in Section A.06 applies or the Cla
Appendix Participant’s Termination Date (if ear)ier

(d) The amount of the Special Employeeditr shall be calculated under the provisions ofti®a 5.01(c) using the Special Employer Cr
Percentage; and

(e) In lieu of Section 5.02(b), the taamhount of all the Special Employer Credits madth&applicable Class Il Appendix ParticipantRP Accour

pursuant to this Section A.07 shall become 100%edeand nonforfeitable as of the date listed ingheve table; provided that the applicable Classpipendi>
Participant is an Eligible Executive of an Emplogersuch vesting date.
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ARTICLE B — PARTICIPATION BY EXECUTIVES ON INTERNAT IONAL ASSIGNMENTS
B.01 Scope.

This Article B supplements the main portion of flan document with respect to any person who deslds a ForeigAssigned Executive and who is transfe
to a Temporary Assignment outside the United Statlsa 2009 Foreign Subsidiary, as those termsiafimed in Article Il of the Plan. It is effectvas of January 1, 20
for individuals that are employed by the Yum! Origation on or after that date, except as providge8ection B.03.

B.02 Eligible Countries.
(a) In_general For purposes of the definition of Executive unéeticle Il of the Plan, and subject to any addlital requirements that may apply ur

subsection (b) below, the following are the cows#trio which an individual may be assigned (in cotine with a Temporary Assignment that is referehiresubsection (|
of the Plan’s definition of Executive):

1) Australia,
2) Canada,
3) China,
4 Dubai,
5) India,
(6) Singapore, or
(@) United Kingdom.
(b) AdditionaRequirements for Certain CountriesThe following provisions shall apply to an indival who is transferred to a Temporary Assignnie
one of the following countries:
Q) Temporary Assignment in Australia
0] An individual who is an executive s#ification in Australia at a 2009 Foreign Subsigliand who is not on an EmploysrUnited State

payroll (as defined in the main portion of the Blahall not be deemed an Executive during his peoioservice in Australia. However, if the indivial’s
employment in Australia was a Temporary Assignmamd contributions to United States Social Secuigre made for such individual during
Temporary Assignment pursuant to a totalizatioreagrent, then, upon this individual’s return to &acaitive classification on an EmployeiUnited State
payroll, the individual shall be deemed to haverbae Executive for the duration of his Temporansi§ament, and, subject to paragraph (ii) below
Plan Administrator shall credit such individumlLRP Account with Employer Credits and Earningedits to the same extent as would have been cd
had the individual been an Executive throughouthi@mporary Assignment.
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(i) The LRP Account of a Participantwdiom paragraph (i) applies shall be adjusted tecefiny vested benefits payable to the Partic
from a “broad-based foreign retirement plan” (adingel in Treasury Regulation 8§ 1.4094a)(3)) with respect to his Temporary Assignmen
Australia. If a benefit is payable to such Paptieit with respect to his Temporary Assignment uredglan or arrangement that is not a brbaded foreig
retirement plan, the Participant's LRP Account klbal reduced only to the extent of the value of Breeticipants benefit under such other plan a:
immediately prior to the Participant’s return toetecutive classification on an Employebtinited States payroll, and such reduction stealplied only t
the benefit that accrues immediately upon the Elpent’s return.

2) Temporary Assignment in Canada

0] An individual who is an executive s#ification in Canada at a 2009 Foreign Subsidéarg who is not on an EmploysrUnited State
payroll shall not be deemed an Executive duringpeisod of service in Canada. However, if the widlial's employment in Canada was a Tempc
Assignment and contributions to United States Sdgéurity were made for such individual during themporary Assignment pursuant to a totalize
agreement, then, upon this individual’s return noeaecutive classification on an EmployetInited States payroll, the individual shall bemied to hav
been an Executive for the duration of his Tempovrssgignment, and, subject to paragraph (ii) belthe, Plan Administrator shall credit such individsal
LRP Account with Employer Credits and Earnings @setb the same extent as would have been cretiaddhe individual been an Executive throug
the Temporary Assignment.

(i) The LRP Account of a Participantwtiom paragraph (i) applies shall be adjusted fleaeany vested benefits payable to the Partid
from a “broad-based foreign retirement plan” (aBrdel in Treasury Regulation § 1.4094a)(3)) with respect to his Temporary Assignmen€anada.
a benefit is payable to such Participant with respe his Temporary Assignment under a plan orrayeanent that is not a broddsed foreign retireme
plan, the Participant’s LRP Account shall be redlorly to the extent of the value of the Participaenefit under such other plan as of immediately
to the Participant’s return to an executive clasaifon on an Employes’ United States payroll, and such reduction shaplied only to the benefit tl
accrues immediately upon the Participant’s return.
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3) Temporary Assignment in Singapore

0] An individual who is in an executietassification in Singapore at a 2009 Foreign Slibsy may only be, for a Plan Year, an Exect
pursuant to subsection (b) of the Plan’s definitafnExecutive, if such individual has been graniat Ordinarily Resident status in Singapor&lQR
Status”)for such year, or if he is eligible to obtain NORit&s for such year. As of January 1, 2009, aividdal is eligible to obtain NOR Status for uf
five years if:

(A) In the year his Singapore assignniEgins he is a Singapore resident solely for Siogapcome tax purposes, but he was 1
resident for income tax purposes in any of theethmeor years; and

(B) His income earned from employmenS&ingapore is at least SGD$160,000.
Notwithstanding the preceding provisions of thisggmaph (1), from and after January 1, 2009, aividdal shall meet the requirements of this parpg

(1) only if he meets the theapplicable requirements imposed by the laws of &doge, as amended from time to time, for favoratetreatment of tf
benefits that he accrues under the Plan in cororeatith his employment in Singapore.

(i) The LRP Account of a Participantwdiom paragraph (i) applies shall be adjusted tiecefiny vested benefits payable to the Partic
from a “broad-based foreign retirement plan” (andal in Treasury Regulation 8 1.409A-1(a)(3)) wiispect to his Temporary Assignment in Singapore.
4) Temporary Assignment in India

0] A person who is in an executive cifisation in India at a 2009 Foreign Subsidiary amldo is not on an Employes’United States payr:

(as defined in the main portion of the Plan) shall be deemed an Executive during his period ofiseiin India. However, if the individua’employmer
in India was a Temporary Assignment and contrimgivere made for such individual to the Employd&'avident Fund scheme, the EmployePensio
scheme and the Employees’ Deposit Linked Insuraobeme (under the Employeésovident Fund and Miscellaneous Provisions Adndfa) during th
Temporary Assignment, then, upon this individuagsurn to an executive classification on an Empioy&nited States payroll, the individual shal
deemed to have been an Executive for the durafidrisoTemporary Assignment, and, subject to pargyr@) below, the Plan Administrator shall cre
such individuals LRP Account with Employer Credits and Earningedits to the same extent as would have been cdetidd the individual been
Executive throughout the Temporary Assignment.
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(i) The LRP Account of a Participantwdiom paragraph (i) applies shall be adjusted tecefiny vested benefits payable to the Partic
from a “broad-based foreign retirement plan” (ard& in Treasury Regulation § 1.4094a)(3)) with respect to his Temporary Assignmenindia. If ¢
benefit is payable to such Participant with resgedhis Temporary Assignment under a plan or aremnt that is not a brodzhsed foreign retireme
plan, the Participant’s LRP Account shall be redlorly to the extent of the value of the Participaenefit under such other plan as of immediateby
to the Participant’s return to an executive clasaifon on an Employes’ United States payroll, and such reduction shahplied only to the benefit tl
accrues immediately upon the Participant’s return.

(5) Temporary Assignment in United Kiogd. If a Participant transfers to a Temporary Assignt in the United Kingdom, his LRP Account s
be adjusted to reflect any vested benefits paytabilee Participant from a British “broad-based fgneretirement plan” (as defined in Treasury Regjofag 1.409A-
1(a)(3)) with respect to his Temporary Assignmerthie United Kingdom.

B.03 Special Provisions for Certain Jul2008 International Transfers.

(@) Covered IndividualsThis Section B.03 applies to an individual whoar after July 1, 2008, and prior to January J®@Qvas transferred from a posit
with an Employer in the United States classifiea®w Level 12 to an assignment with a 2009 Far&gbsidiary in a position classified as Level tZabove, and wt
would have become an Eligible Executive under $ac8.01(a)(iii) as a result of such transfer buttfee fact that he ceased to be on a United Spatgmoll (as define
under the Plan’s definition of Eligible Executive).

(b) Participation The Vice President of Global Talent Manageminhis sole discretion, may classify an individdakcribed in subsection (a) above a
Eligible Executive. If such individual is classifl as an Eligible Executive pursuant to this suiimeche shall become a Participant effective athefdate of his transfer
the 2009 Foreign Subsidiary in a position clasdifis Level 12 or above. If such individual becoméXarticipant retroactively under this subsecttba,Plan Administrat
shall credit his LRP Account with Employer Creditsd Earnings Credits to the same extent as wowd haen credited if he had become a Participarherdate of hi
transfer to the 2009 Foreign Subsidiary in a positilassified as Level 12 or above.
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YUM! BRANDS, INC.
PERFORMANCE SHARES PLAN

SECTION 1
GENERAL

1.1. History and PurposeThe YUM! Brands, Inc. Performance Shares Plaa {Plan”) has been established by YUM! Brands, (tiee “Company”)effective a
of January 1, 2009. The purpose of the Plan gdoide an incentive to participating employeesntrease shareholder value while providing theigigating employee
with an opportunity for a highly leveraged award fioeir role in delivering results. Shares of coomstock of the Company (“Stockranted under the Plan are grai
under and pursuant to the YUM! Brands, Inc. LongrTéncentive Plan (the “LTIP”), and are subjecthe terms of the LTIP.

1.2. Operation, Administration, and Definitiong he operation and administration of the Plarldi@subject to the provisions of Section 5 (rieigitto operatio
and administration). Capitalized terms in the Rihall be defined as set forth in the Plan (incigdihe definition provisions of Section 7) or, dtrotherwise defined in tl
Plan, as defined in the LTIP.

1.3. Administration The authority to control and manage the openatiod administration of the Plan shall be vestethencommittee that has the authorit
administer the LTIP (the “Committee”), and the Coitte® shall have all authority with respect to Bian as it has with respect to the LTIP.

SECTION 2
GRANT AND ADJUSTMENT OF UNITS

2.1. Participation Subject to the terms and conditions of the Ptha,Committee shall determine and designate, fiome to time, those persons who will
granted one or more Units under the Plan, and lyedsecome “Participants” in the Plan.

2.2. Grant of Units Except as otherwise provided by the Committe#h vespect to each Performance Period, the Comenghall grant to each person desigr
by the Committee as a Participant, a number ofd kmjual to:

(a) the value of 33% of the Participantarget bonus for the first year of the PerforneaReriod, as determined by the Committee, and exlital the nearest $5,0!
divided by

(b) the Fair Market Value of a share of Stock on thie dae Committee grants such Un
If the number of Units resulting from the foregoic@culation is not a whole number, the number pitéJshall be rounded up to the nearest whole numbe

2.3. Adjustment for Dividends As of each dividend record date for the Stockt ticcurs during any Performance Period, the nurobéinits allocated to
Participant for that Performance Period (disregaydior this purpose any Units allocated to the iPi@ant by reason of the payment of other divideddsing the

Performance Period) will be increased by a numbenis equal to (1) the dividend amount that wolbiédpayable with respect to the number of shar&taxdk equal to tt
number of Units allocated to the Participant ondhédend record date; divided by (2) the Fair Matrkalue of a share of Stock on the date of payrogtite dividend.




2.4. Adjustment for TransactionsThe number of Units allocated to a Participamtjuding the determination of the Performance Mplittr, will be subject t
adjustment in accordance with paragraph 4.2(fhefltTIP for changes in corporate capitalizatiomtbrer of events described in that paragraph.

SECTION 3
DETERMINATION OF EARNED UNITS

3.1. Determination of Number of Units Earne&or each Performance Period, the number of léiteed by the Participant will equal:

(a) the sum of the number of Units granted to the Bigant for the Performance Period, plus the nunabexdditional Units attributable to dividends alided to th
Participant for that Performance Period in accocdamith subsection 2..multiplied by

(b) the Performance Multiplier for that Performancei@®determined in accordance with the followingesthle.

As soon as practicable after the end of each Redoce Period, the Committee shall determine thel lelvachievement of the Performance Objectivestiat Performanc
Period in accordance with the following:

If the Compound Annual Growth Rate for the PerfongePeriod is The Performance Multiplier will be
Less than 7% per ye 0%

At least 7% but less than 8.5 50%

At least 8.5% but less than 1( 75%

At least 10% but less than 11.t 100%

At least 11.5% but less than 1% 125%

At least 13% but less than 14.t 150%

At least 14.5% but less than 1¢€ 175%

Greater than 169 200%

If the Compound Annual Growth Rate achieved foeadtmance Period is between two adjacent ratesrshom the foregoing schedule, the Performance Idigti for tha
Performance Period will be determined by interpotabn a straightine basis for actual Compound Annual Growth RatenMeen those two levels. Notwithstanding
other provision of the Plan, the Committee mayitsrdiscretion, reduce the number of shares ofiSthat will be distributed to a Participant for aRgrformance Peric
based on such factors as the Committee determonas televant, provided that, subject to subseetidnsuch reduction shall be made not later thardate of distributic
of shares with respect to such Performance Pedndf(the distribution of shares is deferred parsuto the provisions of subsection 4.3, and tlwipions of the EIDP,

the time such distribution would occur in the alrgeaf such deferral).




3.2. _Certification by Committee To the extent required to satisfy the perfornesmased compensation exception to the $1 million tlion deductibl
compensation imposed by section 162(m) of the Codelistribution of shares of Stock will be madehaiespect to a performance period unless, on faré¢he date «
distribution, the Committee has certified that freeformance goals for the Performance Period adotiter material provisions with respect to theribsition of share
have in fact been satisfied.

3.3. Employment Termination During Performanceid®e. If a Participans Date of Termination occurs prior to the last ddya Performance Period, !
Participant will forfeit all Units granted with resct to that Performance Period; provided, howetet;

(a) If a Participar’s Date of Termination occurs by reason of the Eigeih’s death prior to the end of the Performance Pe

0] For the Performance Period that ends orldkeday of the year in which the Date of Termimabccurs, the Participastestate will receive the numbel
shares of Stock with respect to that Performanagoéehat the Participant would have received & thate of Termination did not occur during
Performance Period (and based on the actual peafurenfor the entire Performance Period), but stiltgea pro rata reduction to reflect the portiortte
Performance Period after the Date of Terminat

(i) For Performance Periods that end afterlést day of the year in which the Date of Termimatoccurs, the Participastestate will receive the numbel
shares of Stock that the Participant would haveived with respect to each of those Performanc@&if the target level of performance had t
achieved for the respective each such Performarded® described in this paragraph (i), but subfjeca pro rata reduction to reflect the portiontiod
respective Performance Period after the Date afiretion.

Distribution of shares of Stock with respect toRdirformance Periods that have not ended pridra®iate of Termination will be made at the same tdfistributior
would have been made with respect to the Perform&eciod that ends on the last day of the yearhitiwthe Date of Termination occurs (determinedhasigt
the Date of Termination had not occurred during Berformance Period).

(b) If a Participans Date of Termination occurs by reason of Retirdroeisability prior to the end of the PerformariReriod, the Participant will receive the nun
of shares of Stock that he or she would have redeiivthe Date of Termination did not occur durihg Performance Period (and based on the actufalrpemce
for the entire Performance Period), but subjec pyo rata reduction to reflect the portion of Brexformance Period after the Date of TerminatiSoch distributio
will be made at the same time distribution wouldédeen made if the Date of Termination had notiwed during the Performance Period; provided thtte
distribution of the Units would be deferred in atance with the terms of subsection 4.3 and thePEistribution will be made in accordance with #pplicabl
terms of the EIDF




3.4. Change in Control During Performance Periddotwithstanding the foregoing provisions of tRisction 3, if a Change in Control (as that terrdafined i
the LTIP) occurs during a Performance Period, arth £hange in Control occurs on or before a Ppgitf's Date of Termination:

(a) For the Performance Period that begins in the yeahich the Change in Control occurs, the Paréintpwill receive the number of shares of Stock wébpect t
that Performance Period that the Participant wdwgle received if the Change in Control did not ocduring the Performance Period and the targetl
performance had been achieved for the entire Reefoce Period, but subject to a pro rata reductaeftect the portion of the Performance Periodrattie Chanc
in Control.

(b) For Performance Periods that begin before the yeahich the Change in Control occurs (and thatehast ended before the Change in Control), theidzant
will receive the number of shares of Stock that Beaticipant would have received with respect toheaf those Performance Periods if, for the respe
Performance Period, the performance achieved waseagreater of (A) the target level of performanee(B) the Projected Level of performance; preddhat
regardless of whether clause (A) or (B) applies, iimber of shares of Stock to be distributed ballsubject to a pro rata reduction to reflect theipn of the
respective Performance Period after the Changeimral.

Distribution of shares of Stock under this subser8.4 with respect to all Performance Periods belimade within 30 days following the Change in @@an For purpose
of this subsection 3.4, the “Projected Levef’performance for a performance period will be plegformance that would have been achieved forgkebd if the level ¢
achievement of the performance objectives to thie dathe Change in Control continued at the saateefor the remainder of the Performance Periodjestito adjustme
to reflect seasonal and other cyclical variatiamshie level of achieved performance, as determimethe Committee. Upon distribution with respexiany Performanc
Period in accordance with this subsection 3.4 tseation 3.3, all further rights of the Participgntrsuant to Units granted for that PerformanceoBewill be cancele
(without regard to the level of performance aftettdate).

SECTION 4
SETTLEMENT OF UNITS

4.1. Settlement of Units As soon as practicable after the determinatfom Barticipants number of Units earned for any Performance Peiaticertification b
the Committee under subsection 3.2 (but no laten the fifteenth day of the third month of the calar year following the year in which the PerformarPeriod ends
shares of Stock equal to the number of Units waldistributed to the Participant, and such Unit$lvd canceled at the time of such distribution.

4.2. Fractional Sharesin lieu of issuing a fraction of a share of Htattributable to a fractional Unit or otherwishetCompany will be entitled to pay to
Participant in cash an amount equal to the Fairkietavalue of such fractional share.

4.3. Deferrals Notwithstanding the provisions of this SectigradParticipant may elect, not later than June 2B first year of a Performance Period, to ¢
distribution with respect to Units in accordancehathe Executive Income Deferral Program (“EIDPsYipject to the terms of that plan. During the getiof such deferr
and prior to distribution, deferred amounts will eemed to be invested in shares of Stock in aecoed with the terms of the EIDP. Units earned tyaaticipant il
accordance with the foregoing provisions of thist®a 4, and which are deferred pursuant to thisseation 4.3 will be vested and nonforfeitable od after the date th
are deemed to be earned in accordance with thisoSet




4.4. Return of Overpaymentslf the number of shares distributed with resgedtnits is based on the attainment of a levedlgjéctive performance goals tha
later determined to have been inaccurate, sucltimacy was caused by misconduct by an employeeeo€bmpany or a Subsidiary, and as a result thebauof shares
Stock distributed to a Participant is greater thahould have been, then:

(a) The Participant (regardless of whether then emplpydose misconduct caused the inaccuracy wilklogired to repay the exce

(b) The Committee administering the Plan may requiractive or former Participant (regardless of whethen employed) to repay the excess previouslgived by
that Participant if the Committee concludes tha thpayment is necessary to prevent the Particifrant unfairly benefiting from the inaccuracy. Hewver
repayment under this paragraph (b) shall applyntactive or former Participant only if the Committeeasonably determines that, prior to the timeatheunt wa
paid (or, if payment of the amount is electivelyfedeed by the Participant, at the time the amouauld have been paid in the absence of the defesabt
Participant knew or should have known that the amheas greater than it should have been by reat@imednaccuracy. Further, the amount to be repaidhe
Participant may not be greater than the excesd tifg amount paid to the Participant over (ii) Hraount that would have been paid to a Participatite absenc
of the inaccuracy, provided that, in determining &mount under this clause (ii), the Committee adg into account only the inaccuracy of which Breaticipan
knew or should have known, and which the Partidipaew or should have known was caused by miscdn

Instead of (or in addition to) requiring repaymehe Committee may adjust a Participant’s futurenpensation and the Company and/or Subsidiary beadintitled to set-
off against the amount of any such gain any amowrd to the Participant by the Company and/or Slidosi. For this purpose, the term “miscondutigans fraudulent
illegal conduct or omission that is knowing or imtienal. For purposes of this subsection 4.4,datermination of the amount of the excess shalbdmed on the F:
Market Value of the shares of Stock distributeddgson of the inaccuracy; provided that if the yepent to the Company is made in shares of Stoeky#tue of the shar
will be based on the Fair Market Value of the shame the date of repayment. However, the foregpiogisions of this subsection 4.4 shall not apgplany reductions
Units made after a Change in Control (as definetiénLTIP) to the extent that the Units were grdrfte a Performance Period beginning before a Caamgontrol.




SECTION 5
OPERATION AND ADMINISTRATION

5.1. Effective Date and Duration

(a) The Plan shall be effective as of January 1, 2
(b) In the event of Plan termination, the terms often shall remain in effect as long as any Unieurit are outstanding

5.2. Agreement With CompanyAny Units granted under the Plan shall be suligsuch terms and conditions, not inconsistetth #ie Plan and the LTIP, as
Committee shall, in its sole discretion, prescrim@vided that to the extent that any such terntscmditions are not set forth in the Plan or tfi¢R, they shall be reflect:
in such form of written (including electronic) danent as is determined by the Committee. A copysuwfh document shall be provided to the Participand thi
Committee may, but need not require that the Rpatit sign a copy of such document.

5.3. Tax Withholding All distributions under the Plan are subjectithholding of all applicable taxes, and the Contedtmay condition the distribution of ¢
benefits under the Plan on satisfaction of theiapple withholding obligations.

5.4. Transferability Except as otherwise provided by the Committe®agticipants Rights under the Plan are not transferable exaspdesignated by t
Participant by will or by the laws of descent anstribution

5.5. Voting Rights The Participant shall not be entitled to votg &mits, but will be entitled to vote shares of &avith respect to record dates occurring afte
date such shares are distributed to the Participant

SECTION 6
AMENDMENT AND TERMINATION

The Committee (or a delegate authorized by the Citiee) may, at any time, amend or terminate the;Ri@ovided that no amendment or termination she
adopted or effective if it would result in accekedrecognition of income or imposition of addit@max under Code section 409A.




@

(b)
(©

(d)

(e)

®

SECTION 7
DEFINITIONS

In addition to the other definitions contained heréhe following definitions shall apply:

Compound Annual Growth RateThe term “Compound Annual Growth Rat®aeans the annual compound rate of earnings pee sfigrowth as determined
the Committee

Date of Terminatior. The term "Date of Termination" means the datthefParticipar's termination of employment with the Compa

Disability . The term “Disability”shall mean total disability of the Participant atedmined by the Committee, on the basis of sudtieece as the Committ
deems necessary and advisa

Fair Market Value The term “Fair Market Valudfias the meaning set forth in the LTIP, provided tha determination shall be made using the clopiige on th
applicable date

Performance Period The term “Performance Periodiieans a three consecutive calendar year periocesignated by the Committee, or such other p
determined by the Committe

Retirement. The term “Retirement’shall have the meaning used in the YUM! RetiremBtan, as in effect on the date of the Participabtge o
Termination. However, in the absence of such Retént Plan being applicable to be Participant,itRetent” shall mean the occurrence of the Partigipdate ¢
Termination on or after the Participant's attaintrafrage 55 and 10 years of servi

7




YUM! BRANDS

THIRD COUNTRY NATIONAL

RETIREMENT PLAN

Effective as of January 1, 20!




ARTICLE | - FOREWORD
ARTICLE Il — DEFINITIONS

2.01ALLOCATION DATE:
2.02AUTHORIZED LEAVE OF ABSENCE
2.03BASE COMPENSATION:
2.04BENEFICIARY:

2.05BONUS COMPENSATION

2.06BREAK IN SERVICE PAYMENT ELECTION:

2.07CHANGE IN CONTROL:
2.08CODE:

2.09COMPANY:

2.10DISABILITY:

2.11DISABILITY BENEFITS:
2.12DISABILITY LEAVE OF ABSENCE:
2.13DISABILITY PAYMENT ELECTION:
2.14EARNINGS CREDIT:
2.15EARNINGS RATE:
2.16EMPLOYER:

2.17EMPLOYER CREDIT / EMPLOYER CREDIT PERCENTAGI

2.18ERISA:

2.19EXECUTIVE / ELIGIBLE EXECUTIVE:
2.21KEY EMPLOYEE:

2.22TCN ACCOUNT:

2.23TCN BENEFIT:

2.240NE-YEAR BREAK IN SERVICE:
2.25PARTICIPANT:

2.26PLAN:

2.27PLAN ADMINISTRATOR:
2.28PLAN YEAR:
2.28RETIREMENT:

2.30SECTION 409A:
2.31SEPARATION FROM SERVICE
2.32SPOUSE

2.33TERMINATION DATE:
2.34VALUATION DATE:
2.35VESTING SCHEDULE:
2.36VESTED TCN ACCOUNT:
2.37YEAR OF PARTICIPATION:
2.38YEAR OF SERVICE:

2.39YUM! ORGANIZATION:

ARTICLE Il — PARTICIPATION

3.01ELIGIBILITY TO PARTICIPATE.
3.02INCEPTION OF PARTICIPATION

ONNNNODOOOOOOUIUIUITWWWNNNNN PP




3.03TERMINATION OF PARTICIPATION.
3.04BREAK IN SERVICE.
ARTICLE IV - ELECTIONS
4.01BENEFICIARIES.
4.02DEFERRAL OF PAYMENT WHILE RECEIVING DISABILITY BENFITS.
4.03BREAK IN SERVICE DEFERRAL OF PAYMENT
ARTICLE V - PARTICIPANT TCN BENEFITS
5.01CREDITS TO A PARTICIPAN”S TCN ACCOUNT.
5.02VESTING SCHEDULE.
5.03DISTRIBUTION OF A PARTICIPANTS VESTED TCN ACCOUNT
5.04VALUATION.
5.05PAYMENT OF TAXES AND TCN ACCOUNT REDUCTION
ARTICLE VI — PLAN ADMINISTRATION
6.01PLAN ADMINISTRATOR.
6.02POWERS OF THE PLAN ADMINISTRATOR
6.03COMPENSATION, INDEMNITY AND LIABILITY.
6.04TAXES.
6.05RECORDS AND REPORTS
6.06RULES AND PROCEDURES
6.07APPLICATIONS AND FORMS.
6.08CONFORMANCE WITH SECTION 409A
ARTICLE VIl — CLAIMS PROCEDURES
7.01CLAIMS FOR BENEFITS
7.02APPEALS.
7.03SPECIAL CLAIMS PROCEDURES FOR DISABILITY DETERMINAIDNS.
7.04EXHAUSTION OF CLAIMS PROCEDURES
7.05LIMITATIONS ON ACTIONS.
ARTICLE VIIIL — AMENDMENT AND TERMINATION
8.01AMENDMENT TO THE PLAN.
8.02TERMINATION OF THE PLAN.
ARTICLE IX - MISCELLANEOUS
9.01LIMITATION ON PARTICIPANT RIGHTS.
9.02UNFUNDED OBLIGATION OF INDIVIDUAL EMPLOYER.
9.030THER BENEFIT PLANS
9.04RECEIPT OR RELEASE
9.05GOVERNING LAW.
9.06ADOPTION OF PLAN BY RELATED EMPLOYERSE
9.07RULES OF CONSTRUCTION
9.08SUCCESSORS AND ASSIGNS; NONALIENATION OF BENEFIT
9.09FACILITY OF PAYMENT.
ARTICLE X - SIGNATURE




ARTICLE | - FOREWORD

Yum! Brands, Inc. (the “Company”) established then¥ Brands Third Country National Retirement Plame(“Plan”) to benefit certain executives (as
specifically provided herein) who have taken arigasaent with the Company in locations away fromitte®me country and who are ineligible or unablgaoticipate in
retirement plan sponsored by the Company in eitieecountry of their assignment or their home couwhile on such assignment.

The Plan is effective as of January 1, 2009 (thiéetiive Date”). This document sets forth the terms of the Plangifgnag the group of executives of the Comp
and certain affiliated employers who are eligildeparticipate, and the Plan’s general provisiomsifgermining and distributing benefits.

The Plan is unfunded and unsecured for purposeth@fCode and ERISA. The benefits of an executire an obligation of that executiwe'individua
employer. With respect to his employer, the exgeutas the rights of an unsecured general creditor




ARTICLE Il — DEFINITIONS
When used in this Plan, the following bold termalshave the meanings set forth below unless &difft meaning is plainly required by the context:
2.01 Allocation Date:

The date as of which an Employer Credit is creditethe Participans TCN Account, which shall be the last business afagach Plan Year. In addition, whe
Participant no longer is an active Participant,ltts day of the calendar quarter containing hisriiieation Date shall also be an Allocation Date.

2.02 Authorized Leave of Absence:

A period of time when a Participant is consideredemain in the employment of his Employer (excepprovided below) while not actively renderingviegs tc
his Employer as a result of one or more of theofeihg —

(a) Any absence of 6 months or less (omhths or less, if the Participant retains a amitral right to return to work) that is authorizey ar
Employer under the Employer'standard personnel practices, whether paid oaidnps long as there is a reasonable expectdtairtie Participant will return
perform services for the Employer;

(b) A leave of absence pursuant to th#domed Services Employment and Reemployment Riglty"USERRA"); or

(c) A leave of absence pursuant to thaifyaMedical Leave Act (“FMLA")or any other similar family medical leave law oparticular state, if suc
law provides for a longer leave of absence tharFtfieA.

2.03 Base Compensation:

An Eligible Executive’s gross base salary, as deieed by the Plan Administrator, whether paid ifslUdollars from an Employes’U.S. payroll or in the curren
of the country in which the Executive renders sssito the Employer (which may be converted to% dollar amount for administrative convenience)dgeriod that tt
Eligible Executive is an active Participant in tR&an. For any applicable period, an Eligible Exe@is gross base salary shall be determined withowtrdetp an
reductions that may apply to the base salary, diotyapplicable tax withholdings, Executiaeithorized deductions (including deductions for Ylen! Brands 401(k) Ple
and applicable health and welfare benefits), talekand garnishments.

2.04 Beneficiary:

The person or persons (including a trust or trusteperly designated by a Participant, as deterthbnethe Plan Administrator, to receive the Pgpticit’s Veste:
TCN Account in the event of the Participant's deafb be effective, any Beneficiary designation ms in writing, signed by the Participant, ancetdilwith the Pla
Administrator prior to the Participant’s death, anthust meet such other standards (including doglirement for spousal consent to the naming areSpouse beneficia
by a married Participant) as the Plan Administrataall require from time to time. An incompleterigéiciary designation, as determined by the Plamiiktrator, shall b
void and of no effect. If some but not all of thersons designated by a Participant to receiv®¥/éssed TCN Account at death predecease the PamiGithe Participant’
surviving Beneficiaries shall be entitled to thertmmm of the Participant's Vested TCN Account inded for such preleceased persons in proportion to the surv
Beneficiaries’ respective shares; provided thampry beneficiaries shall be paid before contindemteficiaries. If no designation is in effect la¢ time of a Participarg’
death or if all designated Beneficiaries have predsed the Participant, then the ParticimaBgneficiary shall be (i) in the case of a Pgptiat who is married at death,
Participant’s Spouse, or (ii) in the case of aiPignt who is not married at death, the Particifmastate. A Beneficiary designation of an indieildoy name (or name a
relationship) remains in effect regardless of ahgnge in the designated individusalelationship to the Participant. A Beneficiagsijnation solely by relationship (
example, a designation of “Spouséhat does not give the name of the Spouse) shaigdate whoever is the person (if any) in thattieteship to the Participant at |
death. An individual who is otherwise a Benefigiarith respect to a ParticipastVested TCN Account ceases to be a Beneficiarynvetleapplicable payments have b
made from the TCN Account.




2.05 Bonus Compensation:

The gross amount of an Eligible Executive’s targetual incentive or bonus award, which shall beaedo the Eligible Executive’ current annualized Be
Compensation in effect as of the applicable AllmraDate_multiplied bythe Eligible Executives current target bonus percentage, in effect deeofpplicable Allocatic
Date, under his Employer’annual incentive or bonus plan. Bonus Compeorsatiall be determined by the Plan Administratatheut regard to whether it is paid in U
dollars from an Employes’U.S. payroll or in the currency of the countrywihich the Executive renders services to the Emgal¢which may be converted to a U.S. dc
amount for administrative convenience). An Eligitiixecutives Bonus Compensation shall be determined withogérceto any reductions that may apply, inclu
applicable tax withholdings, Executiathorized deductions (including deductions for Yhen! Brands 401(k) Plan and applicable health wetfare benefits), tax levie
and garnishments.

2.06 Break in Service Payment Election:
The election to defer the distribution of a Papigit’'s Pre-Break Subaccount, if applicable, purst@the provisions of Section 4.03.
2.07 Change in Control:

A “Change in Control” shall be deemed to occuh# event set forth in any one of the following pmeghs shall have occurred:




(a) Any Person is or becomes the Beradfiowner, directly or indirectly, of securities thie Company (not including in the securities besiafly owned b
such Person any securities acquired directly fleenGompany or an Affiliate) representing 20% or enof the combined voting power of the Compantyien outstandir
securities, excluding any Person who becomes sl#naficial Owner in connection with a transacti@scribed in clause (i) of subsection (c) below;

(b) The following individuals cease famyareason to constitute a majority of the numbedioéctors then serving; individuals who, on theedhereoi
constitute the Board and any new director (othanta director whose initial assumption of officensonnection with an actual or threatened electiontest, including
consent solicitation, relating to the election a@fedtors of the Company), whose appointment ortglecby the Board or nomination for election by tGempanys
stockholders was approved or recommended by aofoaé least twathirds (2/3) of the directors then still in offiegho either were directors on the date hereof orsk
appointment, election or nomination for electiorsvpaeviously so approved or recommended; or

(c) There is consummated a merger oraatation of the Company or any direct or indir&etbsidiary with any other corporation, other thawra(merger c
consolidation immediately following which those miduals who immediately prior to the consummatafrsuch merger or consolidation, constituted tharpconstitute
majority of the board of directors of the Companytlee surviving or resulting entity or any parehereof, or (i) a merger or consolidation effectedimplement
recapitalization of the Company (or similar trartga®g) in which no Person is or becomes the Beredfi€wner, directly or indirectly, of securities thfe Company (n
including in the securities beneficially owned hick Person any securities acquired directly fromm@ompany or an Affiliate) representing 20% or mof¢he combine
voting power of the Company'’s then outstanding g&es.

Notwithstanding the foregoing, a “Change in Coritighall not be deemed to have occurred by virtud@fconsummation of any transaction or series efjiatte:
transactions immediately following which the rectwalders of the common stock of the Company imntedligorior to such transaction or series of tratisas continue t
have substantially the same proportionate ownerishgm entity which owns all or substantially afltbe assets of the Company immediately followinghstransaction
series of transactions.

(d) For purposes of the foregoing, tHéofeing capitalized and underlined words shall hétve meanings ascribed to them below:
Q) “ Affiliate” shall have the meaning set forth in Rule 12b-8emSection 12 of the Exchange Act.
2) “ Beneficial Ownet shall have the meaning set forth in Rule IBdnder the Exchange Act, except that a Persorn sbbe deemed to be 1

Beneficial Owner of any securities which are prépéked on a Form 13-G.




2.08

2.09

2.10

3) “ Exchange Actshall mean the Securities Exchange Act of 1934amended from time to time.
(4) “ Persori shall have the meaning given in Section 3(a)(%hefExchange Act, as modified and used in Sectl®{d) and 14(d) thereof, exc
that such term shall not include (i) the Companyaoy of its Affiliates; (ii) a trustee or other fidiary holding securities under an employee bempdih of th

Company or any of its Subsidiaries; (iii) an undetgv temporarily holding securities pursuant tocdfering of such securities; or (iv) a corporatiawned, directl
or indirectly, by the stockholders of the Compamgubstantially the same proportions as their oslriprof stock of the Company.

5) “ Subsidiary means any corporation, partnership, joint venturetber entity during any period in which at leadifty percent voting or profi
interest is owned, directly or indirectly, by ther@pany (or by any entity that is a successor tdCbpany).

Code:

The Internal Revenue Code of 1986, as amendedtirento time.
Company:

Yum! Brands, Inc., a corporation organized andtégsunder the laws of the State of North Carolimiaits successor or successors.
Disability:

A Participant shall be considered to suffer fromisability, if, in the judgment of the Plan Admitiiator (determined in accordance with the provisioh Sectio

409A), the Participant —

(a) Is unable to engage in any substagtaiful activity by reason of any medically detamable physical or mental impairment which can Bpeeted t

result in death or can be expected to last fomdicoous period of not less than 12 months, or

(b) By reason of any medically determiegthysical or mental impairment which can be exgeéto result in death or can be expected to tasa tontinuou

period of not less than 12 months, is receivingpme replacement benefits for a period of not Iéss t3 months under an accident and health plahefCompan
(including the Yum! Brands Short-Term DisabilityaRland the Yum! Brands Long-Term Disability Plan).

A Participant who has received a Social Securiggblility award will be conclusively deemed to Satihe requirements of subsection (a). In turRaaticipant wh

has not received a Social Security disability awaiitibe conclusively deemed to not meet the regmients of subsection (a).




The related term, “Disabled,” shall mean to suffem a Disability.
2.11 Disability Benefits:

The receipt by a Participant of short-term disaépitienefits from the Yum! Brands Short-Term Dis#gpiPlan (or such other shoterm disability plan sponsored
his Employer) or long-term disability benefits fratre Yum! Brands Long-Term Disability Plan (or susther long-term disability plan sponsored by hisdoyer).

2.12 Disability Leave of Absence:

A continuous period of absence during which thei€igant is receiving Disability Benefits. A Paipant’s Disability Leave of Absence shall end on theieadt
the date when the Participant is no longer recgilisability Benefits or the date that the Partieipis entitled to payment under Section 5.03 eesalt of the Participard’
Separation from Serviceife., when the Participant Separates from Service asultref his Disability or age 55, if later). Howay if the Participant executes a vi
Disability Payment Election pursuant to Section24 uch Participand’ Disability Leave of Absence shall be extended timt specific payment date listed in the Disdp
Payment Election (or such later Disability PaymEtection). The Participant shall be considered¢oon a Disability Leave of Absence without regiydvhether th
Participant is generally considered to be a comim&Employee of the Employer.

2.13 Disability Payment Election:

The voluntary election that can be maule a Disabled Participant under Section 4.02 temcthis Disability Leave of Absence and the paymagntis TCN
Benefits.

2.14 Earnings Credit:

The increment added to a Participant’'s TCN Accasé result of crediting the account with a rehased on the Participant’'s Earnings Rate.
2.15 Earnings Rate:

(a) Earnings Rate as of the EffectiveeDaAs of the Effective Date, the Earnings Rate Isbelfive percent (5%) per annum, compounded amnual the
event a Valuation Date occurs less than 12 moritesthe prior Valuation Date, this Earnings Ratalkbe converted to a rate for the period sineecldlst VValuation Date |
reducing it to a rate that is appropriate for ssicbrter period. Such reduction shall be donevirag that would result in the specified five percantual rate of return bei

earned for the number of such periods that equadsyear. The Earnings Rate is used to determiméc#inings Credit that is credited to the PartitifsaTCN Accour
from time to time pursuant to the provisions of t8et5.01(d).

(b) Adjustments to the Earnings Ratés provided by Section 5.01(d), the EarningseRditall be evaluated and may be revised by the @oynpn an annu

basis.




2.16 Employer:

The Company, and each division of the Company acti ef the Compang’subsidiaries and affiliates (if any) that is emtty designated as an adopting Empli
of the Plan by the Company. Where there is a tpreas to whether a particular division, subsidiaryaffiliate is an Employer under the Plan, théedaination of the Ple
Administrator shall be absolutely conclusive. Anity shall be an Employer hereunder only for tleeigd that it is —&) so determined by the Plan Administrator, ands
member of the Yum! Organization.

2.17 Employer Credit / Employer Credit Pecentage:

The Employer Credit is an amount that is creditea tParticipans TCN Account as of each Allocation Date pursuanthe provisions of Section 5.01(b) :
(c). The “Employer Credit Percentages’ the percentage in Section 5.01(b) of Base Cowsgigan or Bonus Compensation (or both), which ieduso calculate
Participant’s Employer Credit pursuant to Sectid®ifc).

2.18 ERISA:
Public Law 93-406, the Employee Retirement Incoraeusity Act of 1974, as amended from time to time.
2.19 Executive / Eligible Executive:

(a) An “Executivets any individual who (i) is in an executive cldgsition of an Employer, (i) is receiving remuntgoa for personal services that he or
is currently rendering in the employment of an BEoypr (or who is on an Authorized Leave of Abseneg)d (iii) transfers from a position with the Compato ar
assignment with the Company in a different couratng at a location that is neither within his Homeu@try (as defined in subsection (c) below) nor ttheted State:
subject to subsection (b). Notwithstanding theefming, the Vice President of Global Talent Managetnin his sole discretion, may waive the requiatrin (iii) abov
and classify as an Executive any individual whoeotlise satisfies the requirements of paragrapten()(ii) above. The waiver described in the piléug sentence must
made in writing prior to the time benefits wouldhetwise be paid to the individual under the Plame Term “Eligible Executiveshall have the meaning provided in Sec
3.01.

(b) Notwithstanding the foregoing, aniindual who initially satisfies the requirementstie an Executive under subsection (a) above, bot subbsequent
transfers to Temporary Assignment (as defined ipseation (c) below) in the United States, shall aemman Executive hereunder for the duration of stiemporar
Assignment, unless otherwise determined by VicsiBeat of Global Talent Management in his sole alpsblute discretion.

(c) For purposes of the foregoing, tHofeing capitalized and underlined words shall hétve meanings ascribed to them below:




1) “ Home Country means the country of an individusltcitizenship; provided that if an individual hasyaired (or acquires) legal status ¢
permanent resident of another country, such othantty shall be his Home Country for the periodttha has such legal status. Notwithstanding tleeqating
sentence, an individual’'s “Home Countrsfiall be the country that is listed as his homentguon the appropriate administrative recordshef Company, if the Pl
Administrator determines that such records areniteée to override the designation of Home Countay thould apply under the preceding sentence. Aechtves
Home Country may change during the course of a vasgignmente.g., if an individual's Home Country is initially based on his citizemskind he then acquil
legal status as a permanent resident of anothertigoany such change shall be taken into accaudetermining whether the individual may be an Exee unde
the Plan following the change.

2) “ Temporary Assignmefitmeans a work assignment that the Employer reaspreadplects to continue for a period that does naeed five
years. An assignment that is described in thequlieg sentence at its inception may continue tedresidered a Temporary Assignment for a period été&nd
beyond five years, if such assignment is extendethb Employer for bona fide business reasons,thadature of the extension does not cause the dmiptc
consider it a permanent assignment. Every assighmoea worksite in the United States (from outsile United States) shall be deemed to be a Temy
Assignment at its inception, except in those instann which (A) the duration of the assignmentthm express terms of the assignment at such timmaore tha
five years, or (B) the assignment is designatesliah time by the Compars/Vice President of Global Talent Management, fanebfide business reasons, as b
other than a Temporary Assignment.

221 Key Employee:

The individuals identified in accordance with pijsles set forth in subsection (a), as modified lwy following provisions of this Section.

(a) In General Any Eligible Executive or former Eligible Exedwg who at any time during the applicable year is —
Q) An officer of an employer having aahuzompensation greater than $130,000 (as adjustéelr Code Section 416(i)(1));
2) A 5% owner of an employer; or
3) A 1% owner of an employer having aslntcompensation of more than $150,000.

For purposes of (1) above, no more than 50 empigemtified in the order of their annual compeiwsa(or, if lesser, the greater of three employ@e$0 percer
of the employees) shall be treated as officers. gtmposes of this Section, annual compensationnmeampensation as defined in Code Section 415(g){8vided
however, that effective as of the Key Employee fifieation date that occurs on December 31, 200®ual compensation shall not include compensatimfudible fron
an employees gross income on account of the location of thieises or the identity of the employer that is effectively connected with the conduct of a traddwsines
in the United States, in accordance with Treaswegufation Section 1.415(@¢g)(5)(ii). The Plan Administrator shall determiwho is a Key Employee in accordance'
Code Section 416(i) and the applicable regulatenms other guidance of general applicability isstheteunder or in connection therewith (including girovisions of Coc
Section 416(i)(3) that treat self employed indiattuas employees for purposes of this definitignyvided, that Code Section 416(i)(5) shall notlppp making suc
determination, and provided further that the aile year shall be determined in accordance withi&e409A and that any modification of the foregwidefinition the
applies under Section 409A shall be taken into acto




(b) Special Operating RulesTo ensure that the Company does not fail totilelmny Key Employees based on the provisions ufsection (a), tt
Company shall treat as Key Employees for the Plaarf their Separation from Service those indigldwho meet the provisions of paragraph (1) ob&dw (or both).

Q) The Company shall treat as Key Emeésyall Eligible Executives (and former Eligibledgxtives) that are classified for any portion af flat
Year of their Separation from Service as Level 48 above; and

2) The Company shall treat as a Key Exiygé any Eligible Executive who would be a Key Eoygle as of his Separation from Service date bas
the standards in this paragraph (2). For purpog#sis paragraph (2), the Company shall deterriieg Employees under subsection (a)(1) and (3) albased o
compensation (as defined in Code Section 415(c)())is taken into account as follows:

0] If the determination is in connectiafith a Separation from Service in the first calenduarter of a Plan Year, the determination dbe
made using compensation earned in the calendatlyatis two years prior to the current calendarye.g.,for a determination made in the first quarte
2010, compensation earned in the 2008 calendarsyedirbe used); and

(i) If the determination is in connectiavith a Separation from Service in the seconddtbr fourth calendar quarter of a Plan Year,
determination shall be made using the compensaaned in the prior calendar yeae.g., for a determination made in the second quarterQifo:
compensation earned in the 2009 calendar yearishaled).

In addition, a Participant shall be considered Hiter for purposes of subsection (a)(1), a fivegamt owner for purposes of subsection (a)(2) onapercen
owner for purposes of subsection (a)(3) with respe@ Separation from Service distribution, if fharticipant was an officer, a five-percent ownea@nepercent owne
(as applicable) at some point during the calendar yhat applies, in accordance with Subparagréplesd (ii) above, in determining the Participantompensation f
purposes of that Separation from Service.




2.22 TCN Account:

The individual account maintained for a Participantthe books of his Employer that indicates thkad@amount that, as of any time, is credited urttierPlan fc
the benefit of the Participant. The balance inhsi€N Account shall be determined by the Plan Adstiator. The Plan Administrator may establish amemore
subaccounts as it deems necessary for the propgniatration of the Plan, and may also combine onmore subaccounts to the extent it deems sepswhgrcounts a
not then needed for sound recordkeeping. Whereopppte, a reference to a ParticipanfTCN Account shall include a reference to eacHiegdpe subaccount that t
been established thereunder. The terms “Pre-B3edkccount” and “Post-Break Subaccount” shall Hageneanings given to them in Section 3.04.

2.23 TCN Benefit:

The amount or amounts that are distributable taridipant (or Beneficiary) in accordance with $ewet5.03. A Participans’ TCN Benefit shall be determined
the Plan Administrator based on the terms of thizesRlan.

2.24 One-Year Break in Service:

A 12 consecutive-month period beginning on a Pigditt’'s Separation from Service and ending on & &nniversary of such date. Subsequent Ye&- Break
in Service shall begin on the first and later apndaries of such date and end on the next followimgversary. A Break in Service shall continugilthe Participant i
reemployed as an eligible Executive. No brealenvise shall begin until after a Participant islanger an active Participant pursuant to Sectio3(®).

2.25 Participant:

Any Executive who is qualified to participate ingtPlan in accordance with Section 3.01 and formwlam Employer maintains on its books a TCN Accoun
active Participant is one who is due an Employexd@rfor the Plan Year (as provided in Section R.08 Break in Service Participant shall have theaming assigned
Section 3.04.

2.26 Plan:

The Yum! Brands Third Country National RetirememarR the plan set forth herein, as amended andtessfrom time to time (subject to the limitatioos
amendment that are applicable hereunder).

2.27 Plan Administrator:
The Companys Chief People Officer, who shall have the autlydgtadminister the Plan as provided in Article M.turn, the Chief People Officer has the autiy
to re-delegate operational responsibilities to ofeersons or parties. As of the Effective Dates €hief People Officer has delegated to the Comga@pmpensatic

Department the day to day administration of thenPIReferences in this document to the Plan Adrratisr shall be understood as referring to the OP@ople Officer, th
Company’s Compensation Department and any othdegalked by the Chief People Officer, as appropuatger the circumstances.
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2.28 Plan Year:

The 12-consecutive month period beginning on Januiand ending on the following December 31 of epedr.
2.29 Retirement:

A Participant’s Separation from Service after aitag) age 60.
2.30 Section 409A:

Section 409A of the Code and the applicable remratand other guidance of general applicabiligt ik issued thereunder.
231 Separation from Service:

A Participant’s separation from service with thenviuOrganization, within the meaning of Section 40@%2)(A)(i). The term may also be used as a \erb. ,
“Separates from Servicelyith no change in meaning. In addition, subjectite next sentence, a Separation from Service slealbccur while the Participant is on
Authorized Leave of Absence or a Disability Lea¥eAbsence. For purposes of a Disability Leave bSénce, a Separation from Service shall occur ere#lier of th

date that the Participant has reached 29 continnoarsths of a Disability Leave of Absence or theedtitat the Participant formally resigns his emplepinwith the
Employer and the Yum! Organization.

2.32 Spouse:

An individual shall only be recognized by the Pkatiministrator as a Spouse or as being “marriedan Eligible Executive, if (i) the individual of the opposit
gender to the Eligible Executive, (ii) the indivauand the Eligible Executive are considered tdelgally married (including a common law marriagethe common lay
marriage was formed in one of the states that fgettmi formation of a common law marriage), and) (iie marriage of the individual and the EligibleeEutive i
recognized on the relevant day as valid in theestédtere the Eligible Executive resides.

2.33 Termination Date:

The date that a Participant’s active participatiothis Plan terminates as defined in Section 3.03.
2.34 Valuation Date:

Each date as specified by the Plan Administratemftime to time as of which Participant TCN Accauate valued in accordance with Plan procedurdsatte
currently in effect. As of the Effective Date, tR&an shall have a Valuation Date for all Plan iegrénts as of the last day of each Plan Yearaddition, if a Participant
entitled to a distribution under Article V, suchrif@pant shall have a Valuation Date under thenRleat is the last day of the calendar quarter ¢batains the date as
which such Participant becomes entitled to a distion under Article V. In accordance with proceshithat may be adopted by the Plan Administratoy, currer

Valuation Date may be changed. Values under tap Ble determined as of the close of a Valuatiole.DH a Valuation Date is not a business dayn tte Valuation Da:
will be the immediately preceding business day.
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2.35 Vesting Schedule:

The schedule under which a Participant's TCN Actdigtomes vested and nonforfeitable in accordaritteSection 5.02.
2.36 Vested TCN Account:

A Participant’s vested and nonforfeitable TCN Acebwithin the meaning of Section 5.02.
2.37 Year of Participation:

The period during a Plan Year (a) during which digiBle Executive is an active Participant, and ¢ring which an Eligible Executive has not incuaire
Termination Date (the “Participation Period’An Eligible Executive is considered an active R#stint only for the period from and after when péticipation begir
under Section 3.02 until when it terminates undeati®n 3.03. If the Participation Period encompadbe entire Plan Year, the Participant shallrbdited with a comple
Year of Participation for such Plan Year. If thartitipation Period covers only a portion of tharP¥ear, then the Participant shall be creditedh wifractional Year «
Participation for such Plan Year. Such fractioviahr of Participation shall be equal to the numitfemonths during the Participation Period dividedtivelve; providec
that if the Participation Period includes at lears¢ day of a month, the Eligible Executive shatkige credit for the whole month.

2.38 Year of Service:

The number of 12-month periods of the most recemtiouous employment with the Yum! Organization coemcing on the Participastmost recent day
employment or re-employment with the Yum! Orgarizatand ending on the ParticipamSeparation from Service (including those pertbads may have occurred prior
becoming a Plan Participant). Years of Servicdl éhadlude completed years and months. A partiahth shall be counted as a whole month. If anviddal is previousl|
employed by the Yum! Organization, incurs a Sepamnarom Service, is rehired by the Yum! Organieatand becomes a Participant in this Plan, theviddal's previou
period or periods of employment are only creditdards the Participant’s Years of Service to thembprovided in Section 3.01(b) and Section 3.04.
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2.39 Yum! Organization:

The controlled group of organizations of which tBempany is a part, as defined by Code section 41aHt (c) and the regulations issued thereunder emtity
shall be considered a member of the Yum! Orgarimatinly during the period it is one of the groupojanizations described in the preceding sentence.
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3.01

(@)

ARTICLE lll - PARTICIPATION

Eligibility to Participate.

General Eligibility Rules Effective from and after the Effective Date, Bxecutive shall be eligible to participate in tRign if the Executive satisfies .

of the following requirements:

Q) The Executive meets one of the folluyw—
0] The Executive is classified by his loyer as Level 12 or above on the Effective Dated(he remains so classified),
(i) The Executive is hired by an Employm or after the Effective Date as an Executivassified as Level 12 or above (and he remair

classified), or

(i) The Executive is promoted by an Hoyer on or after the Effective Date from below keél2 into a position classified as Level 12
above (and remains so classified);

2) The Executive either —

0] Has made two or more consecutive fienssto countries other than his Home Country with@turning to his Home Country betwe
transfers, or

(i) Has made one transfer to a counttyeo than his Home Country with no intention ofureing to his Home Country, and his Ho
Country either does not offer a retirement plardoes not allow contributions to be made on behfithe Executive to a retirement plan in the Hc
Country while he is employed outside of the Homeoy;

3) The Executive is not currently aniaeparticipant in the Yum! Brands Retirement Ptaithe Yum! Brands Leadership Retirement Plan;
(4) The Executive has attained at leget2i; and
(5) The Executive has been approved byiice President of Global Talent Management, sndoile discretion, to participate in the Plan.

Notwithstanding the foregoing, the Vice PresidehGtobal Talent Management, in his sole discretioay waive the requirement in paragraph (2) abowk dassify a:
eligible to participate in the Plan an Executiveovdtherwise satisfies the general eligibility regumients of this subsection (a).

(b)

Certain Rehired Executivesf an Executive (i) was previously employed bg tYyum! Organization, (ii) was not eligible to peipate in this Plan €.g.,

the Executive was eligible to participate anothem¥ Brands retirement plan) as a result of suciptes employment, and (iii) is later rehired by tfiem! Organizatior
and becomes eligible to participate in this Plaropafter his rehire date, then such rehired Exeeut
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Q) Shall be credited at the start offfrist Year of Participation with Years of Servitteat include his service relating to his prior perbr periods ¢
employment with the Yum! Organization, and

2) Shall not receive an Employer Crediany TCN Benefit with respect to any period ptimhis rehire date.

During the period an individual satisfies the ditity requirements of the above subsections, wénen applies to the individual, he shall be reférte as an Eligible
Executive.”

3.02 Inception of Participation.

An Eligible Executive shall become a Participanttiis Plan as of date the Participant first saisthe eligibility requirements to be an EligibleeEutive that ai
set forth in Section 3.01.

3.03 Termination of Participation.
(@) _General Except as modified below and except as providesiibsection (b), an individual’s eligibility tapgicipate actively in this Plani.e., to receiv
Employer Credits and Optional Supplemental Cradhiider Section 5.01) shall cease upon his “Termonaiiate,” which is the earliest to occur of thddeling:
1) The date the individual ceases tabé&ligible Executive; or
2) The first day an individual beginpexiod of severancei.g., the period that follows a Separation from Seryice
(b) Leave of AbsenceNotwithstanding the prior sentence, an individslzll continue to participate actively in thisaRlduring a period of an Authoriz

Leave of Absence, and an individual who is on athatized Leave of Absence shall have a “Terminabatte” on the day the individual does not return to actinek a
the end of such Authorized Leave of Absence. Taleutation of an individua Employer Credit shall not take into account aogpensation earned from and after
Termination Date. In addition, a Participant’s tR@pation Period for purposes of determining Yeaf$articipation shall end on the Participanfermination Date. If ¢
individual incurs a Termination Date but otherwisenains an employee of the Yum! Organization (alges not incur a Separation from Service), sudividual shal
continue to accrue Years of Service while remainintpe employ of the Yum! Organization.

(c) Disability Leave of AbsenceNotwithstanding subsection (a) above, an indigidshall continue to participate actively in tRin during a period of
Disability Leave of Absence. Accordingly, suchiiidual shall have a “Termination Dateh the last day of his Disability Leave of Absentgthe Participant execute:
valid Disability Payment Election pursuant to Sewté.02, such ParticipastDisability Leave of Absence shall be extendedl tiné specific payment date listed in
Disability Payment Election (or such later DisalyilPayment Election). However, if the ParticipanDisability Leave of Absence terminates due to Rtaeticipants
cessation of Disability Benefits and he returnadtive work with an Employer, such Participant shat have a Termination Date (and active partitgpashall continue)
the Participant returns to work as an eligible Exe® pursuant to Section 3.01. A Participarfarticipation Period for purposes of determin¥iegrs of Participation sh:
end on the Participargt'Termination Date. Active participation in thi&® shall continue as provided above without regandhether the Participant is generally consid
to be a continuing Employee of the Employer.
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(d) Effect of Distribution of BenefitsAn individual who has been a Participant untier®lan ceases to be a Participant on the dat¢elsied TCN Accoul
is fully distributed.

3.04 Break in Service.

(a) Less than a OiYear Break in Service If a Participant incurs a break in service agims in an eligible classification, but such Breaservice is les
than a One¥ear Break in Service, such Participant shall bentled to not have incurred a Termination Date asdPhrticipation Period, Years of Service, Emplogezdit
and Earnings Credit shall be recomputed as if swebk in service never occurred.

(b) Onerear Break in Service Vested Participants A Participant who has satisfied the requiremémts/esting under Section 5.02 at the time heiise
One-Year Break in Service and who is again emplateghy time thereafter in an eligible classifioatshall reparticipate in this Plan as of the date he beccanesligible
Executive. Such individual’s priereak Years of Service shall be restored in det@ngihis rights and benefits under the Plan. lditazh, such individual shall begin a n
Participation Period beginning with the date heeoagain becomes an active Participant pursuanettid®d 3.02. However, such individual shall notesgitled to a
Employer Credit for the period of the break.

(c) Onerear Break in Service Non-Vested Participants Any Participant not described in subsectionwhp incurs a Oné&tear Break in Service and w
is again employed in an eligible classification Ishhe-participate in this Plan as of the date hedmes an eligible Executive. His poeeak Years of Service shall
restored, but only if the number of his consecutbsee-Year Breaks in Service is less than the grezdte(i) 5, or (ii) the aggregate number of hiejreak Years ¢
Service. In addition, such individual shall beginrnew Participation Period beginning with the dageonce again becomes an active Participant pursaaSectiol
3.02. However, such individual shall not be eeatitto an Employer Credit for the period of the krea

(d) Break in Service Subaccountff a Participant incurs a break in service unités Section and the Participant did not receistribution of his TCI
Benefit during or as a result of the break in sgr\(ie.g., the break in service occurs prior to the Particijsabb th birthday), the Employer Credits (and the Earningsds
related thereto) that are credited after the bieadervice shall be credited to a separate subataifuthe Participant's TCN Account (the “Post-BreBubaccount”).The
Post-Break Subaccount shall be separately dis&ibdtom the value of the Participant’s pre-breakNT@ccount, which shall be referred to as the “Break
Subaccount.” An affected Participant shall be dblextend the payment date of the ParticipantssBreak Subaccount by making a Break in Service Payrtctior
pursuant to Section 4.03. A Participant’s Pre-BrBabaccount and Post-Break Subaccount shall davfsise Participans entire TCN Account. A Participant who he
Pre-Break and Post-Break Subaccount shall be egféoras a “Break in Service Participant.”
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3.05 Agreements Not to Participate.

The eligibility provisions of this Article Il havéeen and will continue to be construed in comlamatvith any other documents that constitute péthe overal
agreement between the Company and an Executivediegathe Executive’s participation in the Companyenefit plans. For example, an agreement betwies
Company and an Executive that provides for the Htee to have retirement benefits provided by ac#feplan or arrangement that is not this Planl Wwé construes
absent a clear expression of intent by the pattigbe contrary, to preclude participation in tRign, even if the Executive might otherwise beiblgto participate in tt
Plan. An agreement that is otherwise describeabdérpreceding two sentences shall not bar an Exetsiparticipation for the period before the earldste such agreeme
may apply without violating the restrictions onalens under Code section 409A.
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ARTICLE IV — ELECTIONS
4.01 Beneficiaries.

A Participant shall be able to designate, on a fprovided by the Plan Administrator for this purppa Beneficiary to receive payment, in the evémti®death, ¢
the Participans Vested TCN Account. A Beneficiary shall be paidaccordance with the terms of the Beneficiaryigiestion form, as interpreted by the F
Administrator in accordance with the terms of fBlan. At any time, a Participant may change a Beiaey designation by completing a new Beneficidgsignation forr
that is signed by the Participant and filed witle fAlan Administrator prior to the Participantleath, and that meets such other standards dinglihe requirement
Spousal consent for married Participants) as the Riministrator shall require from time to time.

4.02 Deferral of Payment While ReceivinDBisability Benefits.

(a) General Subject to subsection (b) below, a Participant s on a Disability Leave of Absence (and acpeeticipation continues under Section 3.0%
may make one or more elections to extend the tifmnpagment of his TCN Benefit. This opportunity ¢xtend the Participarst’time of payment is referred to a
“Disability Payment Election.”

(b) Requirements for Disability PaymE&iections. A Disability Payment Election must comply with a&f the following requirements:

Q) If a Participant’s TCN Benefit wilkebpaid at age 55 pursuant to Section 5.03€aj(, because the ParticipasitSeparation from Service occur
prior to age 55), the Participant must make hig fdisability Payment Election no later than 12 therbefore the Participant’s 8tirthday.

2) If a Participant's TCN Benefit wilkbpaid at Separation from Service pursuant to 8&e&i03(a) €.g., because the Participant will be age 5
older upon Separation from Service), the Partidipamnst make his first Disability Payment Electidriemst 12 months before his Separation from Servic

3) A Participans first Disability Payment Election must specifpew specific payment date for his TCN Benefits ihadt least 5 years after his
thpirthday or Separation from Service, whichevergpliable as provided in paragraphs (1) or (2).

4) Subsequent Disability Payment Eledinust be made at least 12 months before thefispeayment date of the prior Disability Paymeneélor
and must provide for a new specific payment datehfe TCN Benefits that is at least 5 years after prior specific payment date listed in the piasability
Payment Election.

(5) All Disability Payment Elections muspecify a specific payment date, and Separatiom fBervice or any other event cannot be selectes
Disability Payment Election.
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(6) All Disability Payment Elections muzimply with all of the requirements of this Senti$.02.

(@) A Participant cannot change the fafrpayment of his TCN Benefit pursuant to a DisépiPayment Election.

(8) A Participant may not make a DisapilPayment Election if the election would provide & specific payment date after the Participa804h
birthday.
(c) A Disability Payment Election will beoid and payment will be made based on the promssiof the Plan other than this Section 4.02, lifoélthe

provisions of the foregoing paragraphs of this setien are not satisfied in full. A ParticipamDisability Payment Election shall become effeth2 months after the d:
on which the election is made pursuant to Sect@®?4a)(4)(C)(i). If a Participans’ Disability Payment Election becomes effectivadeordance with the provisions of 1
subsection, the Participant’s prior payment datdl §fe superseded (including any specific paymeaie @pecified in a prior Disability Payment Elen)io

(d) Plan Administratts Role. Each Participant has the sole responsibilittnéke a Disability Payment Election by contacting fHan Administrator and
comply with the requirements of this Section. Hian Administrator may provide a notice of a DisigbPayment Election opportunity to some or afieated Participant
but the Plan Administrator is under no obligatienprovide such notice (or to provide it to all afied Participants, in the event a notice is pra¥idaly to som
Participants). The Plan Administrator has no @ison to waive or otherwise modify any requiremseit forth in this Section or in Section 409A.

4.03 Break in Service Deferral of Payment

(@) General Subject to subsection (b) below, a Break in BerParticipant may make one or more electionsteral the time of payment of his PBeeak
Subaccount. This opportunity to extend the Pandict’s time of payment for his Pre-Break Subaccauirgferred to as a “Break in Service Paymenttitiac’

(b) Requirements for Break in ServicgrRant Elections A Break in Service Payment Election must conwilh all of the following requirements:

1) The Participant must make his firse&k in Service Payment Election no later than batims before the Participant's $birthday, and the Bre:
in Service Payment Election must provide for eitfia specific payment date that is at least Syedter the Participant’s 8%birthday, or (ii) the later of a speci
payment date that is at least 5 years after thigchRant’s 55t birthday or his Separation from Service.

2) Subsequent Break in Service Payméettiobns must be made at least 12 months beforspheific payment date of the prior election andst
provide for a new specific payment date that ieast 5 years after the specific payment datedistehe prior election. If a Participastprior election was the la
of 5 years after his 58 birthday or Separation from Service, a subsequegalBin Service Payment Election must be madeaat [£2 months prior to the spec
payment date selected on the prior election arldast 12 months prior to his Separation from ServiSuch subsequent Break in Service Payment &feotus
also provide for a distribution on the later of emnspecific payment date that is least 5 years dfie specific payment date listed in the priorctt or hic
Separation from Service.
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3) All Break in Service Payment Elec8anust specify a specific payment date.

(4) All Break in Service Payment Elecganust comply with all of the requirements of tBisction 4.03.

(5) A Participant cannot change the fafrpayment of his TCN Benefit pursuant to a BrealService Payment Election.

(6) A Participant may not make a BrealSarvice Payment Election if the election wouldyide for a specific payment date after the Parsinifs 8(
thpirthday.

(@) The Break in Service Payment Electball only apply to distribution of the Break irr8ice Participant’'s Pre-Break Subaccount.

(8) A Break in Service Payment Electioaynmot be made if Section 5.03(e) applies.

A Break in Service Payment Election will be voiddgmayment will be made based on the provisionfi@fRlan other than this Section 4.03, if all of phevision:
of the foregoing paragraphs of this subsectiomatesatisfied in full. A Participarg’Break in Service Payment Election shall becorfectfe 12 months after the date
which the election is made pursuant to Section 48%A4)(C)(i). If a Participans Break in Service Payment Election becomes etffedti accordance with the provisions
this subsection, the Participant’s prior paymerteddall be superseded (including any specific gaytrdate specified in a prior Break in Service Paynilection).

(c) Plan Administratts Role. Each Participant has the sole responsibilitynéke a Break in Service Payment Election by coimgdhe Plan Administrat:
and to comply with the requirements of this Secti@ime Plan Administrator may provide a notice &raak in Service Payment Election opportunitydme or all affecte
Participants, but the Plan Administrator is underobligation to provide such notice (or to provitiéo all affected Participants, in the event aic®is provided only 1
some Participants). The Plan Administrator haslisoretion to waive or otherwise modify any reqmient set forth in this Section or in Section 409A.
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ARTICLE V — PARTICIPANT TCN BENEFITS
5.01 Credits to a Participant’s TCN Accont.

(a) General The Plan Administrator shall credit to each Rarant's TCN Account the Employer Credit (if any), the Eags Credit and the Optior
Supplemental Credit (if any) applicable to thattRegrant at the times and in the manner specifiethis Section. A Participast TCN Account is solely a bookkeep
device to track the value of his TCN Benefit (ahd Employers liability therefor). No assets shall be reserosedegregated in connection with any TCN Accoant] n
TCN Account shall be insured or otherwise secured.

(b) Employer Credit Percentagé Participant’s Employer Credit Percentage shalequal to seven and one-half percent (7.5%).
(c) Employer Credit Amount
Q) General RulesThe Plan Administrator shall convert the Emplogeedit Percentage into a dollar amount by multig the Employer Crec

Percentage by the ParticipasyBase Compensation and Bonus Compensation (eadlodified in paragraph (2) below) for the Plan Yehereafter crediting tl
resulting product to the ParticipasifTCN Account (subject to the limit on Employer dite in paragraph (2) below). The Employer Crethiall be determined |
the Plan Administrator as soon as administratiyeBcticable after each Allocation Date and shaltiglited to the ParticipastTCN Account effective as of t
Allocation Date. The calculation of the Employere€it by the Plan Administrator shall be conclusared binding on all Participants (and their Beriefies). 4
Participant shall not receive an Employer Creditefoy Allocation Dates that occur after the AllaoatDate that immediately follows the ParticipanTerminatiol

Date.
2) Operating RulesThe following operating rules shall apply forpases of determining a Participant’s Employer @redder this subsection (c):
0] The Plan Administrator shall use tRerticipants annualized Base Compensation in effect on thecatlon Date (without regard

whether the Participant’s Base Compensation chadgadg the Plan Year) in determining the PartioffmBase Compensation and Bonus Compensation.

(ii) If a Participant has less than ook Year of Participation for the Plan Yeae(g.,as may apply in the Participasffirst and last Plan Ye
of Participation), the Participant’'s Base Compeinsaand Bonus Compensation for such Plan Year $leathultiplied bythe Participans fractional Year ¢
Participation for the Plan Year.

(iii) If the Participant is on an Authpeid Leave of Absence or a Disability Leave of Alsgewhen an Allocation Date occurs, and as o
Allocation Date the Participant is not treated kg Employer as having currently applicable inforimatwith respect to Base Compensation, Bt
Compensation or Participant level, then the itenitems of information that is inapplicable shall feplaced with the corresponding information thak
applicable to the Participant as of the day prothe Participant going on the Authorized Leavéb$ence or Disability Leave of Absence.
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(iv) A Participant shall cease receiviigployer Credits under the Plan once the Parti¢ipas been credited with 20 Employer Credits (,
after 20 full Years of Participation). For thisrpase, a Participarg’Years of Participation shall be the total nunthat is counted pursuant to the breg
service rules in Article Ill, and fractional Yeao$ Participation shall be aggregated into full Yeaf Participation. Accordingly, if a Participanas a
initial fractional Year of Participation and thefiea works continuously as an Eligible Executive & least 20 years, the Participant would havéniial
fractional Year of Participation followed by 19 f¥ears of Participation, and ending with a frantibYear of Participation, which when added toitfigal
Year of Participation results in a full Year of Bepation. Notwithstanding the foregoing, the ¥iPresident of Global Talent Management may irsbie
discretion may waive the limit on Employer Creditsder this subparagraph for any individual Partinipby a written document that expressly proviae
such waiver.

(d) Earnings Credit

Q) General RulesAs of each Valuation Date, the Plan Administragball determine a ParticipastEarnings Credit for the period since the
Valuation Date by multiplying the Earnings Rate fbe period since the last Valuation Date by thkarze of the Participarg’ TCN Account as of the curre
Valuation Date. This Earnings Credit will be detéred as soon as practicable after the applicableation Date, and it shall be credited to theiBigent's TCN
Account effective as of such Valuation Date. Rarticipant has less than one full Year of Parétign for the Plan Yeard.g.,as may apply in the Participastfirst
and last Plan Year of participation), the Partioipshall receive a pro-rated Earnings Credit fat tRlan Year that shall be based upon the Partitpéractiona
Year of Participation for the Plan Year that wamed prior to the Valuation Date on which the pated Earnings Credit will be made.

) Revisions to Earnings Ratés of the end of each Plan Year, the Companyl simalyze the current Earnings Rate to determfrthe rat:
provides a market rate of interest. If the Earmifate is considered to provide a market rate tfrést, then the Earnings Rate will remain the séonehe
following Plan Year. If the Company concludesjtidiscretion, that the Earnings Rate does notigeofor a market rate of interest, then the Corypeurrently
intends to establish a new Earnings Rate to prosidearket rate of interest, and the Company cugréntends that such new Earnings Rate will apmy the
following Plan Year. The determination of a markage of interest shall be entirely within the détton of the Company and shall be based on suttbriaas th
Company determines to consideg.§., the current 3Qear Treasury Bond yield, the current yield on gifteate of deposit equal to the remaining timeipe for
the average Participant to reach Retirement and @é¢ Account balance for the average Participamt, such other factors as the Company shall deterinirits
sole discretion). The Company’s determination réiygy a market rate of interest is final and nemiewable, and the Company reserves the right\ise its inter
in this regard. If the Earnings Rate is reviseda@lan Year, the Company shall authorize attachm Exhibit to this Plan document indicating teeised Earninc
Rate and the Plan Year to which it applies.

22




(e) Optional Supplemental Credit Amourithe Plan Administrator shall credit to the TCNcAunt of such Participant an amount equal to theust by
which the Participan$ Home Country Estimated Contribution exceeds thelByer Credit Amount under subsection (c) aboveyied, however, that in no event shall
amount credited to a Participant pursuant to thibssction exceed seven and one-half percent (7&%he sum of the Participast'Base Salary and Bor
Compensation. For purposes of this subsectionpfél@ountry Estimated Contributionieans the contribution that the Company would Hmen required to make on
Participant’s behalf to the applicable Participantiome Country retirement plan if the Participargrevemployed in the Home Country and receiving same Bas
Compensation and Bonus Compensation he is receasngf the applicable Allocation Date. The PlanmAistrator shall be solely responsible for detenimg if ¢
Participant is eligible for an Optional SuppleméZaedit Amount under this subsection, as well@sdetermining the amount of a Participantome Country Estimat
Contribution, and the Plan Administrator’s deteratian shall be final and binding on the Participant

5.02 Vesting Schedule.

(a) In General Upon a Separation from Service, a Participaatl &fe entitled to a distribution (at the time pided in Section 5.03) only if his TCN Accol
has become vested and nonforfeitable at such tiamgupnt to the Vesting Schedule in subsection @via, subject to subsection (c) below. If the RBgrant's TCN
Account is not vested on the Participant’s Sepandfiiom Service, his TCN Account shall be forfeitat shall not be distributed to the Participamebader.

(b) Vesting ScheduleA Participant shall become 100% vested in hiNTAZcount upon attaining three Years of Service.

(c) Acceleration of Vesting Notwithstanding Subsection (b) above, a Paricijs TCN Account shall become 100% vested and norifabfe upon th
earliest of the following to occur:

Q) The Participant’'s Retirement;
2) The Participant becoming Disabled,;
3) The Participant’s death; or

4) The occurrence of a Change in Control
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5.03 Distribution of a Participant’'s Vestd TCN Account.

The Participant’'s Vested TCN Account shall be distied as provided in this Section. All such disitions shall be paid in cash. In no event saajl portion ofa
Participant’'s Vested TCN Account be distributedieaor later than is allowed under Section 409A.

(a) Distribution Upon Separation fromn8ee . Unless the provisions of subsection (b), (c),did(e) apply, a Participast’'Vested TCN Account shall
distributed upon a Participant’s Separation fromvige (other than for death) as follows:

Q) If a Participant is age 55 or olderthe Participant’'s Separation from Service, theigpant’s Vested TCN Account shall be distributed in a k&
lump sum payment as of the last day of the caleqdarter that occurs on or immediately follows Ereeticipant’s Separation from Service.

2) If a Participant is less than agedbbthe Participant’s Separation from Service, theti€ipants Vested TCN Account shall be distributed
single lump sum payment as of the last day of #lendlar quarter that occurs on or that immedidtglgws the Participant’s 5% birthday.

3) If the Participant is classified aKey Employee at the time of the ParticiparSeparation from Service (or at such other timelé&ermining Ke
Employee status as may apply under Section 40%&)) such Participant’'s Vested TCN Account shallb®paid, as a result of the Participareparation fro
Service, earlier than the date that is at leastgirths after the Participant’s Separation fronviger This shall be implemented as follows:

(0] If the Participant is less than agedn the Participant’ Separation from Service and the Participantdssified as a Key Employee,
distribution shall occur as provided in paragraphabove, or if later, the last day of the calenglaarter that occurs on or immediately follows dage the
is six months after the Participant’'s Separatie@mfiService; and

(i) If the Participant is age 55 or old®m the Participang’ Separation from Service and the Participantdssified as a Key Employee,
distribution shall occur as of the last day of ttedendar quarter that occurs on or immediatelyofedl the date that is six months after the Partitiga
Separation from Service.

If the Participant Vested TCN Account balance is zero on his Sejpardtom Service, the Participant shall be deenwdhdve received a distribution on
Separation from Service equal to zero dollars Ardunvested portion of his TCN Benefit shall bddited subject to Section 3.04.

(b) Distributions Upon DeathNotwithstanding subsection (a), (c) or (d), iParticipant dies, the Participasit/ested TCN Account shall be distribute:
accordance with the following terms and conditions:
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Q) Upon a Participant’s death, the Rgrtint's Vested TCN Account shall be distributed in a EAgmp sum payment as of the last day of cale
quarter that occurs on or immediately follows tlatieipant’'s death. Amounts paid following a Pagant’s death shall be paid to the Participangs&iciary.

2) Any claim to be paid any amounts diag to the credit of a Participant in connectioithvthe Participang death must be received by the |
Administrator at least 14 days before any such amaudistributed. Any claim received thereaftemuintimely, and it shall be unenforceable againstRlan, th
Company, the Plan Administrator or any other parng for one or more of them.

(c) Disability Payment Electiondf a Participant has made a valid Disability P&t Election, his Vested TCN Account shall beribisted in a single lurr
sum payment on the last day of the calendar quéiréoccurs on or immediately follows the spegifiyment date selected on the Disability Paymesttigin.
(d) Break in Service Subject to subsection (e), a Break in Serviatidaant's Vested TCN Account shall be distributesifollows:
Q) PreéBreak Subaccount A Break in Service Participant’s PBreak Subaccount shall be distributed in a singled sum payment as of the

day of the calendar quarter that occurs on or iniately follows the Participant's 58birthday. However, if a Break in Service Participaas made a valid Bre
in Service Payment Election, his FBeeak Subaccount shall be distributed in a singted sum payment on the last day of the calendarteughat occurs on
immediately follows the specific payment date fapplicable, a later Separation from Service)adscted on the Break in Service Payment Election.

2) PosBreak Subaccount The distribution of a Break in Service Participa PostBreak Subaccount shall be governed by the prowiswi
subsection (a).

(e) Involuntary CashoutNotwithstanding subsection (a) or (d), if a Rgplant incurs a Separation from Service (othentfa death or Disability) and t
Participants Vested TCN Benefit (together with any other defércompensation benefits that are required togoeegated with the TCN Benefit under Section 408
equal to or less than $15,000 at any time on @r afich Separation from Service, the Particigavgsted TCN Account shall be distributed in a Ergmp sum payme
as of the last day of the calendar quarter on anexdiately following the Participarst’Separation from Service (or on or immediatelyofsing such later date that t|
subsection is determined to apply). However, & Barticipant is classified as a Key Employee attitne of the Participarg’Separation from Service (or at such other
for determining Key Employee status as may appljenrsection 409A), then such Participar¥ested TCN Account shall be paid as of the lagtaf the calendar quar
on or immediately following the date that is sixmtius after the Participant’s Separation from Sexvic
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(U] Actual Payment Date An amount payable on a date specified in thistiBe shall be paid no later than the later oftfe end of the calendar yeal
which the specified date occurs, or (b) theM8ay of the third calendar month following suchgified date. In addition, the Participant (or Bfciary) is not permitted 1
designate the taxable year of the payment.

5.04 Valuation.

In determining the amount of any individual distriion pursuant to Section 5.03, the Participan€E&TAccount shall continue to be credited with eagsi (whethe
positive or negative) as specified in Section 5Q1(ntil the Valuation Date that is used in deterimg the amount of the distribution under Sectiod35 The Valuatio
Date to be used in valuing a distribution underti®ads.03 shall be the Valuation Date that occurshe last day of the calendar quarter on whichpthyment is to be mac

5.05 Payment of Taxes and TCN Account Rection.

(@) Calculation of TaxesFor each Plan Year in which a Participant isinegl to pay Federal Insurance Contributions ABICA”) tax under Code Secti
3101 (in the case of a Participant who is subje¢axation in the United States) or other stateall@r foreign taxes on any portion of his TCN Agnt the Company sh.
calculate the applicable taxes that are due antll géwa such taxes to the applicable tax authoriti®ee amount of the applicable taxes that areréisponsibility of th
Participant under federal, state, local or fordiglaw shall be paid from the Participant’s TCNcAant as provided in subsection (b).

(b) Reduction in TCN Account Balancé&ffective as of each Allocation Date in a PlaeaY for which the taxes are required to be paidafétarticipar
pursuant to subsection (a), the Company shall withkuch taxes from the Participant's TCN Accoumt aeduce the ParticipastTCN Account balance by the followi
amount:

Q) In the case of a Participant whodguired to pay FICA tax under Code Section 310&,ghm of (i) the amount of the applicable FICA
liability, (i) the amount of the income tax at soe on wages imposed under Code Section 3401 awifiesponding provisions of state, local or foneigx laws a
a result of the payment of the FICA tax, plus (iii¢ additional income tax at source on wagesattble to the pyramiding Code Section 3401 wagegsaxes;

2) In the case of a Participant whoeiguired to pay other state, local or foreign taxéthout regard to whether the Participant alseetpuired to pa
FICA tax), the sum of (i) the amount of the amoahsuch state, local or foreign taxes due as dtreSthe Participant participation in the Plan, (ii) the amoun
the income tax at source on wages, imposed undae Section 3401 as a result of the payment of statle, local or foreign taxes, and (iii) the adulitil incom
tax at source on wages imposed under Code Seectidh &tributable to such additional Code Sectiobl3#ages and taxes.
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The amount calculated pursuant to this subsectiafi be final and binding on the Participant andlsreduce the Participaist TCN Account effective as of e¢
applicable Allocation Date for which such taxes paé.
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ARTICLE VI — PLAN ADMINISTRATION
6.01 Plan Administrator.
The Plan Administrator is responsible for the adstiation of the Plan. The Plan Administrator ks authority to name one or more delegates ty @t certail
responsibilities hereunder, as specified in théndefn of Plan Administrator. Action by the Pladministrator may be taken in accordance with pdoces that the Pli
Administrator adopts from time to time or that thempany’s Law Department determines are legallynissible.

6.02 Powers of the Plan Administrator.

The Plan Administrator shall administer and mantégePlan and shall have (and shall be permitteditegate) all powers necessary to accomplish thiqioge
including the power:

(@) To exercise its discretionary auttyot® construe, interpret, and administer this Plan

(b) To exercise its discretionary authytd make all decisions regarding eligibility, peipation and benefits, to make allocations angdeinations require
by this Plan, and to maintain records regardingiétpants’ TCN Accounts;

(c) To compute and certify to the Emplotree amount and kinds of payments to Participantheir Beneficiaries, and to determine the timd ananner i
which such payments are to be paid;

(d) To authorize all disbursements byHEmeployer pursuant to this Plan;

(e) To maintain (or cause to be maint@djradl the necessary records for administratioths Plan;

() To make and publish such rules fa tagulation of this Plan as are not inconsistétit the terms hereof;

(9) To delegate to other individuals otitees from time to time the performance of anytsfduties or responsibilities hereunder;

(h) To hire agents, accountants, actsadensultants and legal counsel to assist in tipgrand administering the Plan; and

(0] To perform any other acts or make ather decisions with respect to the Plan as itrdeare appropriate or necessary.

The Plan Administrator has the exclusive and dismmary authority to construe and to interpret #lan, to decide all questions of eligibility for risdits, tc
determine the amount and manner of payment of baokfits and to make any determinations that anéecoplated by (or permissible under) the termshisf Plan, and i
decisions on such matters shall be final and cangduon all parties. Any such decision or deteation shall be made in the absolute and unredtridigcretion of the Pl
Administrator, even if (1) such discretion is napeessly granted by the Plan provisions in questior(2) a determination is not expressly calleddy the Plan provisiol
in question, and even though other Plan provisexpessly grant discretion or call for a determorat As a result, benefits under this Plan willgzd only if the Pla
Administrator decides in its discretion that thelagant is entitled to them. In the event of aieew by a court, arbitrator or any other tribunaly axercise of the Pl
Administrator’s discretionary authority shall nat tisturbed unless it is clearly shown to be abjtand capricious.
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6.03 Compensation, Indemnity and Liabilit.

The Plan Administrator shall serve without bond aritthout compensation for services hereunder. eAflenses of the Plan and the Plan Administratdt bbgaic
by the Employer. To the extent deemed approptigtehe Plan Administrator, any such expense mayhs¥ged against specific Participant TCN Accoutiisreb
reducing the obligation of the Employer. No membkthe Plan Administrator, and no individual agtias the delegate of the Plan Administrator, dhaliable for any a
or omission of any other member or individual, farany act or omission on his own part, exceptirgyown willful misconduct. The Employer shall erdnify and hol
harmless each member of the Plan Administrator amd employee of the Company (or a Company affilifteecognized as an affiliate for this purpose thg Plai
Administrator) acting as the delegate of the Plaimistrator against any and all expenses andlilialsi including reasonable legal fees and expgnassing out of h
service as the Plan Administrator (or his serviaghee delegate of the Plan Administrator), exceptinly expenses and liabilities arising out of dwen willful misconduct.

6.04 Taxes.

If the whole or any part of any ParticipastTCN Account becomes liable for the payment of astate, inheritance, income, employment, or otivemwhich th
Company may be required to pay or withhold, the gany will have the full power and authority to witiild and pay such tax out of any moneys or othepety in it
hand for the account of the Participant. If sucithkolding is made from a Participant’s Plan diafition (or the Participarg’ TCN Account), the amount of st
withholding will reduce the amount of the Plan dizition (or the Participard’ TCN Account). To the extent practicable, the @any will provide the Participant notice
such withholding. Prior to making any payment, @@mpany may require such releases or other dodsnfream any lawful taxing authority as it shall de@ecessary.
addition, to the extent required by Section 409/0ants deferred under this Plan shall be reportetherParticipants’ Forms V2- Also, any amounts that become tax
hereunder shall be reported as taxable wages antigipant’s Form W-2.

6.05 Records and Reports.
The Plan Administrator shall exercise such authaitd responsibility as it deems appropriate ineotd comply with ERISA and government regulatissier

thereunder relating to records of Participasts'vice and benefits, notifications to Participangports to, or registration with, the Internali@eue Service; reports to -
Department of Labor; and such other documents eparts as may be required by ERISA.
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6.06 Rules and Procedures.

The Plan Administrator may adopt such rules anagutares as it deems necessary, desirable, or apeopTo the extent practicable and as of antiall rule:
and procedures of the Plan Administrator shall ioumly and consistently applied to Participantstie same circumstances. When making a deteriminat calculatior
the Plan Administrator shall be entitled to relyonpnformation furnished by a Participant or Beaigiiy and the legal counsel of the Plan Administrar the Company.
6.07 Applications and Forms.

The Plan Administrator may require a ParticipanBeneficiary to complete and file with the Plan Adistrator an application for a distribution andyasther form
(or other methods for receiving information) apprdvby the Plan Administrator, and to furnish alttppeent information requested by the Plan Admimigir. The Pla
Administrator may rely upon all such informationfsonished it, including the Participant’s or Beiogdry’s current mailing address, age and mariiaius.

6.08 Conformance with Section 409A.

At all times during each Plan Year, this Plan shalloperated in accordance with the requiremeng&eofion 409A. In all cases, the provisions of thection she
apply notwithstanding any contrary provision of tilan that is not contained in this Section.
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ARTICLE VII — CLAIMS PROCEDURES
7.01 Claims for Benefits.

If a Participant, Beneficiary or other person (laéter, “Claimant”)does not receive timely payment of any benefitsciviie believes are due and payable unde
Plan, he may make a claim for benefits to the Rldministrator. The claim for benefits must be intimg and addressed to the Plan Administratorthéf claim for benefi
is denied, the Plan Administrator shall notify &imant in writing within 90 days after the PlamlrAinistrator initially received the benefit claindlowever, if speci:
circumstances require an extension of time for @seimng the claim, the Plan Administrator shall fsinmotice of the extension to the Claimant prattte termination of tt
initial 90-day period and such extension may nateexi one additional, consecutive @&y period. Any notice of extension shall indictite reasons for the extension
the date by which the Plan Administrator expectstike a determination. Any notice of a denial efidfits shall be in writing and drafted in a mancaiculated to k
understood by the Claimant and shall advise th@r@lat of the basis for the denial, any additionaltenial or information necessary for the Claimanpérfect his clain
and the steps which the Claimant must take to havelaim for benefits reviewed on appeal.

7.02 Appeals.

Each Claimant whose claim for benefits has beemedemay file a written request for a review of biaim by the Plan Administrator. The request friew mus
be filed by the Claimant within 60 days after heeiged the written notice denying his claim. Uperiew, the Plan Administrator shall provide thai@lant a full and fa
review of the claim, including the opportunity tobsnit written comments, documents, records andrdtifermation relevant to the claim and the PlannAwistrator"
review shall take into account such comments, detus) records and information regardless of whetiey were submitted or considered at the initetedmination. Th
decision of the Plan Administrator shall be mad#ini60 days after receipt of a request for revawd will be communicated in writing and in a manoaiculated to t
understood by the Claimant. Such written noticallstet forth the basis for the Plan Administratatecision. If there are special circumstanceslvhéquire an extensi
of time for completing the review, the Plan Admtrésor shall furnish notice of the extension to @laimant prior to the termination of the initisd-6ay period and su
extension may not exceed one additional, consez@dday period. Any notice of extension shall indicttie reasons for the extension and the date byhathie Pla
Administrator expects to make a determination.

7.03 Special Claims Procedures for Disdity Determinations.
Notwithstanding Sections 7.01 and 7.02, if therolair appeal of the Claimant relates to benefitslevhi Participant is disabled, such claim or apshall be

processed pursuant to the applicable provisionBegartment of Labor Regulation Section 2560.50@lating to disability benefits, including Sectio2560.5031(d),
2560.503-1(f)(3), 2560.503-1(h)(4) and 2560.503¢2}i These provisions include the following:
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(a) If the Plan Administrator wholly oappially denies a Claimarg’claim for disability benefits, the Plan Admingtor shall provide the Claimant, withii
45-day response period following the receipt of thaiml by the Plan Administrator, a comprehensiblettemi notice setting forth (1) the basis for the iden(2) any
additional material or information necessary fag laimant to perfect his claim, and (3) the step&h the Claimant must take to have his claimtfenefits reviewed ¢
appeal. If, for reasons beyond the control of Ren Administrator, an extension of time is reqdifer processing the claim, the Plan Administratdlt send a writtel
notice of the extension, an explanation of theuwirstances requiring extension and the expected afatee decision before the end of the d& period. The Pl
Administrator may only extend the 45-day periodceyieach in 3@ay increments. If at any time the Plan Administraequires additional information in order
determine the claim, the Plan Administrator shalicsa written notice explaining the unresolvedéssthat prevent a decision on the claim and agjstif the addition:
information needed to resolve those issues. Th#r@int will have 45 days from the receipt of thatice to provide the additional information, andidg the time that
request for information is outstanding, the runnifighe time period in which the Plan Administratoust decide the claim will be suspended.

(b) If the Plan Administrator denies all part of a claim, further review of the claim available upon written request by the Claimant e Plai
Administrator within 180 days after receipt by @&imant of written notice of the denial. Upon iew, the Plan Administrator shall provide the Clamha full and fa
review of the claim, including the opportunity tabsnit written comments, documents, records andrdtifermation relevant to the claim and the PlanmAulistrator's
review shall take into account such comments, decus) records and information regardless of whetheras submitted or considered at the initial deieation. Thi
decision on review shall be made within 45 dayerafeceipt of the request for review, unless cirstances beyond the control of the Plan Administratarrant a
extension of time not to exceed an additional 4%sddf this occurs, written notice of the extemsiwill be furnished to the Claimant before the eridhe initial 45day
period, indicating the special circumstances reéagithe extension and the date by which the PlamiAitrator expects to make the final decision.e Tinal decision she
be in writing and drafted in a manner calculatethécunderstood by the Claimant, and shall inclingespecific reasons for the decision with refersrtoethe specific Ple
provisions on which the decision is based.

7.04 Exhaustion of Claims Procedures.

Before filing any claim or action in court or in@ther tribunal, the Executive, former ExecutivertRgpant, former Participant, Spouse, former Sgoas othe
individual, person, entity, representative, or gradi one or more of the foregoing (collectively;Glaimant”) must first fully exhaust all of the Ghaant’s actual or potenti
rights under the claims procedures of Sections, 7702 and 7.03, including such rights as the Pldministrator may choose to provide in connectiathwovel claims
disputes or issues or in particular situationsr gtoposes of the prior sentence, any Claimanthhatany claim, dispute, issue or matter that icapdis in whole or in part —

(a) The interpretation of the Plan,

32




(b) The interpretation of any term or dition of the Plan,

(c) The interpretation of the Plan (oy af its terms or conditions) in light of applicabdaw,

(d) Whether the Plan or any term or ctiadiunder the Plan has been validly adopted oirgateffect,
(e) Whether the Plan or any term or ctiodiunder the Plan satisfies any applicable law, o

() Any claim, issue or matter deemedikinto any of the foregoing by the Plan Administra

(or two or more of these) shall not be consideretidve satisfied the exhaustion requirement of $i@istion unless the Claimant first submits thentladispute, issue
matter to the Plan Administrator to be processadyant to the claims procedures of Sections 7.@P @nd 7.03 or to be otherwise considered by the Rdministratot
and regardless of whether claims, disputes, issu@satters that are not listed above are of gresitgrificance or relevance. The exhaustion requénet of this Sectic
shall apply even if the Plan Administrator has mi@viously defined or established specific claimscpdures that directly apply to the submission @isideration of sut
claim, dispute, issue or matter, and in which dhgePlan Administrator (upon notice of the clainspdite, issue or matter) shall either promptly leiggh such clainr
procedures or shall apply (or act by analogy te) ¢faims procedures of Sections 7.01, 7.02 and th&3apply to claims for benefits. Upon reviewdryy court or othe
tribunal, this exhaustion requirement is intended¢ interpreted to require exhaustion in as marmpmstances as possible (and any steps necessaffett this inter
should be taken).

7.05 Limitations on Actions.

Effective from and after January 1, 2008, any claimaction filed in state or Federal court (or arlyer tribunal) by or on behalf of a Claimant (&$iged in Sectio
7.04) with respect to this Plan must be broughhiwithe applicable timeframe that relates to tlnclor action, listed as follows:

(@) Any claim or action relating to thikeged wrongful denial of Plan benefits must beugtat within two years of the earlier of the datattthe Claimar
received the payment of the Plan benefits thatlaesubject of the claim or action or the date thatClaimant has received his calculation of Rianefits that are tl
subject of the claim or action; and

(b) Any other claim or action not coverey subsection (a) above (including a claim oractielating to an alleged interference or violatafhERISA-

protected rights), must be brought within two yeafrthe date when the Claimant has actual or cooste knowledge of the acts that are alleged e gise to the claim
action.
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Failure to bring any such claim or action withinetraforementioned timeframes shall mean that sueiimclor action is null and void and of
effect. Correspondence or other communicationdyding the mandatory claims procedures in thischetVIl) by the Company, an Employer, the Plan Adistrator o
any other person or entity related or affiliatedhathe Yum! Organization shall have no effect om &ibove timeframes.
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ARTICLE VIIIl - AMENDMENT AND TERMINATION
8.01 Amendment to the Plan.

The Company, or its delegate, has the right irsdde discretion to amend this Plan in whole or amt @t any time and in any manner, including threngeant
conditions of TCN Benefits, the terms on which disitions are made, and the form and timing ofritistions. However, except for mere clarifying ardments necesse
to avoid an inappropriate windfall, no Plan amendtr&hall reduce the balance of a Participaifested TCN Account as of the date such amendisestopted. |
addition, the Company shall have the limited righamend the Plan at any time, retroactively oenpflise, in such respects and to such extent asbaaecessary to ful
qualify it under, or exempt it from, existing angdpédicable laws and regulations, and if and to thie®t necessary to accomplish such purpose, magubly amendme
decrease or otherwise affect benefits to whichi€?pants may have already become entitled, notwdtiding any provision herein to the contrary.

The Company'’s right to amend the Plan shall noafiected or limited in any way by a ParticipanRetirement or other Separation from Serviceaddition, thi
Company'’s right to amend the Plan shall not bectéf® or limited in any way by a Participatieath or Disability. Prior practices by the Camyp or an Employer sh.
not diminish in any way the rights granted the Campunder this Section. Also, it is expressly pesible for an amendment to affect less than althef Participan
covered by the Plan.

Any amendment shall be in writing and adopted ke @ompany or by any officer of the Company who &ashority or who has been granted or delegate
authority to amend this Plan. An amendment oratestent of this Plan shall not affect the validityscope of any grant or delegation of such autyionihich shall instee
be solely determined based upon the terms of thatgsr delegation (as determined under applicadold.| All Participants and Beneficiaries shall beubd by suc
amendment.

Any amendments made to the Plan shall be subjetyaestrictions on amendment that are applicabémsure continued compliance under Section 409A.
8.02 Termination of the Plan.

The Company expects to continue this Plan, but doéesbligate itself to do so. The Company reseithe right to discontinue and terminate the Plaang time
in whole or in part, for any reason (including aebe, or an impending change, in the tax laws efuhited States or any state). Such terminatiatl ble in writing an
adopted by the Company or by any officer of the @any who has authority or who has been grantecelegdted the authority to terminate this Plan. amendment «

restatement of this Plan shall not affect the wlidr scope of any grant or delegation of suchhatrity, which shall instead be solely determineddshupon the terms of 1
grant or delegation (as determined under applicialig.
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Termination of the Plan shall be binding on alltRgrants (and a partial termination shall be birgdupon all affected Participants), but in no evesaty suc
termination reduce the balance of a Participangst¥d TCN Account at the time of the terminatidfrthis Plan is terminated (in whole or in part)etaffected Participants’
Vested TCN Accounts may either be paid in a sifglap sum immediately, or distributed in some othenner consistent with this Plan, as provided ke Rttt
termination resolution. The Compasyights under this Section shall be no less thanights under Section 8.01. Thus, for examgie, Gompany may amend the F
pursuant to the third sentence of Section 8.0bnjunction with the termination of the Plan, andlsamendment will not violate the prohibition onlueing a Participant’
Vested TCN Account under this Section 8.02. Thast®n is subject to the same restrictions reledezbmpliance with Section 409A that apply to Seti8.01.
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ARTICLE IX — MISCELLANEOUS
9.01 Limitation on Participant Rights.

Participation in this Plan does not give any Pgéint the right to be retained in the Employer'sCompany's employ (or any right or interest in #lan or an
assets of the Company or Employer other than asrhprovided). The Company and Employer reseregitiht to terminate the employment of any Paréoipwithout an
liability for any claim against the Company or Eyr under this Plan, except for a claim for payhwdrbenefits as provided herein.

9.02 Unfunded Obligation of Individual Enployer.

The benefits provided by this Plan are unfunded.afounts payable under this Plan to Participanéspaid from the general assets of the Participandividua
Employer. Nothing contained in this Plan requites Company or Employer to set aside or hold isttany amounts or assets for the purpose of payémgfits t
Participants. Neither a Participant, Beneficiargr any other person shall have any property istetegal or equitable, in any specific Employeseds This Plan creat
only a contractual obligation on the part of a Rgrént’s individual Employer, and the Participant hasstaus of a general unsecured creditor of his Eyaplwith resper
to benefits granted hereunder. Such a Particiglzedt not have any preference or priority over,rights of any other unsecured general creditahefEmployer. No oth
Employer guarantees or shares such obligationnansther Employer shall have any liability to thertitipant or his Beneficiary. In the event a Rgwant transfers froi
the employment of one Employer to another, the &riEBmployer shall transfer the liability for beriefimade while the Participant was employed by Hraployer to th
new Employer (and the books of both Employers diethdjusted appropriately).

9.03 Other Benefit Plans.

This Plan shall not affect the right of any EligilfExecutive or Participant to participate in anceree benefits under and in accordance with theigians of an
other employee benefit plans which are now or Hegeaaintained by any Employer, unless the terfnsuch other employee benefit plan or plans speadifi provide
otherwise or it would cause such other plan toat®mh requirement for tax-favored treatment.

9.04 Receipt or Release.
Any payment to a Participant or Beneficiary in actzmce with the provisions of this Plan shall,ite extent thereof, be in full satisfaction of ddims against tt

Plan Administrator, the Employer and the Compamyl the Plan Administrator may require such Pardiotpor Beneficiary, as a condition precedent tchuayment, t
execute a receipt and release to such effect.
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9.05 Governing Law.

This Plan shall be construed, administered, anctigd in all respects in accordance with ERISA a@odhe extent not preempted by ERISA, in accordamith
the laws of the State of Kentucky. If any provisoof this instrument shall be held by a court ofpetent jurisdiction to be invalid or unenforceakthe remainin
provisions hereof shall continue to be fully effeet

9.06 Adoption of Plan by Related Employer

The Plan Administrator may select as an Employgrdivision of the Company, as well as any membehefYum! Organization, and permit or cause suofsidin
or organization to adopt the Plan. The selectiprthe Plan Administrator shall govern the effecti&te of the adoption of the Plan by such relatetplByer. Th
requirements for Plan adoption are entirely witttie discretion of the Plan Administrator and, iry aase where the status of an entity as an Emplisyat issue, tt
determination of the Plan Administrator shall bealbtely conclusive.
9.07 Rules of Construction.

The provisions of this Plan shall be construed etiog to the following rules:

(a) Gender and Numbeihenever the context so indicates, the singulaural number and the masculine, feminine, art@egender shall be deeme
include the other.

(b) Examples Whenever an example is provided or the text tisegerm “including”followed by a specific item or items, or there ipassage having
similar effect, such passage of the Plan shalldesttued as if the phrase “without limitatiofdllowed such example or term (or otherwise appteduch passage ir
manner that avoids limitation on its breadth oflagion).

(c) Compounds of the WotHlere’ . The words “hereof”, “herein”, “hereunder” andhet similar compounds of the word “hergfiall mean and refer to 1
entire Plan, not to any particular provision ortset

(d) Effect of Specific Reference$pecific references in the Plan to the Plan Austiator’s discretion shall create no inferenca the Plan Administratos’
discretion in any other respect, or in connectidgth\any other provisions, is less complete or broad

(e) Subdivisions of the Plan Documerithis Plan document is divided and subdividechgighe following progression: articles, sectionshsections
paragraphs, subparagraphs and clauses. Articlesdesignated by capital roman numerals. Sectiaes designated by Arabic numerals containing a dal
point. Subsections are designated by lowvase letters in parentheses. Paragraphs are deighy Arabic numbers in parentheses. Subparagrape designated
lower-case roman numerals in parenthesis. Claarsesesignated by uppease letters in parentheses. Any reference ircidoseto a subsection (with no accompan:
section reference) shall be read as a referentleeteubsection with the specified designation dosthin that same section. A similar reading shplly with respect -
paragraph references within a subsection and sabpgh references within a paragraph.
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(U] Invalid Provisions If any provision of this Plan is, or is hereaftkeclared to be void, voidable, invalid or othesevunlawful, the remainder of the F
shall not be affected thereby.

9.08 Successors and Assigns; Nonalienatiaf Benefits.

This Plan inures to the benefit of and is bindimpgpm the parties hereto and their successors, aedsassigns; provided, however, that the amouetited to th
TCN Account of a Participant are not (except asviged in Sections 5.05 and 6.04) subject in anymearto anticipation, alienation, sale, transfesigiement, pledg
encumbrance, charge, garnishment, execution or ¢évgny kind, either voluntary or involuntary, aady attempt to anticipate, alienate, sell, transéssign, pledg
encumber, charge or otherwise dispose of any tighiny benefits payable hereunder, including, withiamitation, any assignment or alienation in ceation with
separation, divorce, child support or similar agament, will be null and void and not binding oe #lan or the Company or any Employer. Notwithditag the foregoing
the Plan Administrator reserves the right to ma&gnpents in accordance with a divorce decree, judgroe other court order as and when cash paymeetsnade i
accordance with the terms of this Plan from thet®@3 CN Account of a Participant. Any such paynm&hdll be charged against and reduce the Partit§paéocount.

9.09 Facility of Payment.
Whenever, in the Plan Administrator's opinion, atiBigpant or Beneficiary entitled to receive anypeent hereunder is under a legal disability onsapacitated |
any way so as to be unable to manage his finaaffairs, the Plan Administrator may direct the Eayar to make payments to such person or to the tegeesentative

such person for his benefit, or to apply the paynfienthe benefit of such person in such mannehadlan Administrator considers advisable. Anyrpant in accordan:
with the provisions of this Section shall be a ctetedischarge of any liability for the making efch payment to the Participant or Beneficiary urttierPlan.
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ARTICLE X — SIGNATURE

IN WITNESS WHEREOF, this Yum! Brands Third Countational Plan is hereby adopted by the Companyfy authorized officer to be effective as provided
herein.

YUM! BRANDS, INC.

By:
Anne Byerlein, Chief People Offici

Date
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YUM! Brands, Inc.

2010 Supplemental Long Term Disability Coverage Sumary

The Company provides long term disability covertmall salaried employee

The Company pays for coverage up to 35% of saladytarget bonus. Employees may elect an additid®% or 35% coverage but are responsible for thieeetos
of the additional coverag

Beginning in 2010, the Company limited the maximammual long term disability to $300,0(
For employees who had elected annual benefit cgeeiraexcess of $300,000 or otherwise were entittecbverage in excess of $300,000, the Companwptizatec
with another insurance provider a three year ttemmsbenefit permitting employees to elect on afividual basis coverage in excess of $300,000 par.yThe cost

this coverage will be higher than the cost of pyiear’ coverage

The Company has agreed that it will pay each @kex's additional cost over what the executive wouldehpaid for this coverage in 2010 (had it remaimeglace it
2010). The executive will pay his/her cost haddbeerage remained in plac

The chart below shows the dollar amount of add#tia@overage (in excess of $300,000) elected by effider and the amount paid by the Company fos toverag
in 2010.

Annual Company

Annual Additional Payment for

Coverage Amour Coverage
David Novak $ 1,884,000 $69,610
Sam Su $ 313,287 $13,460
Graham Allan $ 313,287 $11,600
Scott Bergren $ 120,875 $8,666
Jonathan Blum $ 172,500 $4,288
Emil Brolick $ 166,200 $10,884
IAnne Byerlein $ 282,750 $6,964
Chris Campbell $ 78,788 $4,052
Rick Carucci $ 536,550 $14,245
Greg Creed $ 441,000 $17,612
Roger Eaton $ 338,250 $8,550
Ted Knopf $ 48,685 $1,528
Micky Pant $ 52,188 $2,128




Exhibit 12.1

YUM! Brands, Inc.
Ratio of Earnings to Fixed Charges Years Ended Z00%
(In millions except ratio amounts)

52 weeks 53 weeks 52 weeks
2009 2008 2007 2006 2005

Earnings:
Pretax income from continuing operations before ulative effect of
accounting change $ 1,39¢  $ 1,28( $ 1,191 $ 1,10¢ $ 1,02¢
Minority interest — 11 — — —
50% or less owned Affiliat¢ interests, ne D) 1) (@) (12 (8)
Interest Expens 22¢ 273 217 174 14¢
Interest portion of net rent exper 27¢€ 25¢ 242 20¢ 17¢
Earnings available for fixed charg $ 190C $ 1821 $ 164 $  147¢ $ 134
Fixed Charges:
Interest Expens $ 23C % 273 $ 217 $ 174 $ 14¢
Interest portion of net rent exper 27¢ 25¢ 243 20¢ 17¢
Total fixed charge $ 506 $ 531 $ 46 $ 382 $ 327

Ratio of earnings to fixed charg 3.7¢ 3.45 3.57 3.8¢ 4.11




SUBSIDIARIES OF YUM! BRANDS, INC.
AS OF DECEMBER 26, 200¢

Exhibit 21.1]

Name of Subsidiary

State or Country of
Incorporation

IABR Insurance Compar \Vermont
IA&W Restaurants, Inc Michigan
IACN 002 543 286 Pty. Ltc Australia
IACN 002 812 151 Pty. Ltc lAustralia
IACN 003 007 690 Pty. Ltc IAustralia
IACN 003 190 163 Pty. Ltc IAustralia
IACN 003 190 172 Pty. Ltc IAustralia
IACN 003 273 854 Pty. Lt IAustralia
IACN 004 240 046 Pty. Ltc IAustralia
IACN 005 041 547 Pty. Ltc IAustralia
IACN 009 064 706 Pty. Ltc lAustralia
IACN 010 355 772 Pty. Ltc lAustralia
IACN 054 055 917 Pty. Ltc IAustralia
IACN 054 121 416 Pty. Ltc Australia
IACN 084 994 374 Pty. Ltc Australia
IACN 085 239 961 Pty. Ltd. (SA: IAustralia
IACN 085 239 998 Pty. Ltd. (SA: IAustralia
IACN 103 640 393 Pty. Ltc lAustralia
IAdministracion Corporativa YRI, S. de R.L. de C Mexico
IAshton Fried Chicken Pty. Lt lAustralia
Beijing KFC Co., Ltd. China
Beijing Pizza Hut Co., Ltc China
Big Sur Restaurant No. 2, In Delaware
Bodden Holding Sai Luxembourg
Brownstone Holdings Sa Luxembourg
Changsha KFC Co., Lt China
Chongging KFC Co., Ltc China
Dalian KFC Co., Ltd China
Dongguan KFC Co., Ltc China
Expertos en Reparto a Domicilio, S. de R.L. de ( Mexico
Expertos en Restaurantes, S. de R.L. de Mexico
Finger Lickin' Chicken Limitec United Kingdom
Glenharney Insurance Comps \Vermont
Gloucester Properties Pty. Li lAustralia
Hangzhou KFC Co., Ltc China
Inventure Restaurantes Ltc Brazil
Kentucky Fried Chicken (Germany) Restaurant HoldiGgnbH Germany

Kentucky Fried Chicken (Great Britain) Limite

United Kingdom

Kentucky Fried Chicken de Mexico, S. de R.L. de (

Mexico

Kentucky Fried Chicken Global B.\ Netherland:
Kentucky Fried Chicken International Holdings, | Delaware
Kentucky Fried Chicken Pty. Lt lAustralia

KFC Advertising, Ltd.

United Kingdom

KFC Chamnord SA!

France
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Name of Subsidiary

State or Country of
Incorporation

KFC Corporatior Delaware
KFC Development (Thailand) Co., Lt Thailand
KFC France Societe Par Actions Simplif France
KFC Holding Co. Delaware
KFC Holdings B.V. Netherland:
KFC Productos Alimenticious C./ IVenezuele
KFC San Juan, In Delaware
KFC U.S. Properties, In Delaware
KRE Holdings, LLC Delaware
Kunming KFC Co., Ltd China
Lanzhou KFC Co., Ltd China
LJS Restaurants, In Delaware
Long John Silver's, Inc Delaware
Multibranding Pty. Ltd lAustralia
Nanchang KFC Co., Ltc China
Nanjing KFC Co., Ltd China
Nanning KFC Co., Ltd China
Newcastle Fried Chicken Pty. Lt IAustralia
Norfolk Fast Foods Limite United Kingdom
Northside Fried Chicken Pty Limite lAustralia
Operadora Tlaxcor, S. de R.L.de C Mexico
PCNZ Limited Mauritius
PHP de Mexico Inmobiliaria, S. de R.L. de C Mexico

Pizza Hut (UK) Limitec

United Kingdom

Pizza Hut Del Distrito, S. de R.L. de C.

Mexico

Pizza Hut FSR Advertising Limite

United Kingdom

Pizza Hut HSR Advertising Limite

United Kingdom

Pizza Hut International, LL(

Delaware

Pizza Hut Korea Limited f/k/a Pizza Hut Korea Qdd.

Korea, Republic o

Pizza Hut Mexicana, S de RL de (

Mexico

Pizza Hut of America, Inc Delaware
Pizza Hut of North America, In Texas
Pizza Hut, Inc California
Pizza Hut, Ltd Texas
Qingdao KFC Co., Ltd China

Restaurant Holdings Limite

United Kingdom

Restaurant Holdings (UK) Limite

United Kingdom

SEPSA S.N.C

France

Servicios Administrativos R.P.l., S. de R.L. de C Mexico
Shanghai KFC Co., Ltc China
Shanghai Pizza Hut Co., Lt China
Shantou KFC Co., Ltc China
SM2RL Societe Par Actions Simplifi¢ France
Societe Civile Immobiliere Duranton a/k/a SCI Duran France

Southern Fast Foods Limited (f/k/a Milne Fast Fobitsited)

United Kingdom

Spizza 30 Societe Par Actions Simpli

France

Spizza Immo Sal

France

Stealth Investments S

Luxembourg

Suffolk Fast Foods Limite

United Kingdom
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Name of Subsidiary

State or Country of
Incorporation

Sunhill Holdings Sar Luxembourg

Suzhou KFC Co., Ltc China

[Taco Bell Corg California

[Taco Bell of America, Inc Delaware

[TaiYuan KFC Co., Ltd China

TGRI-Relo, Inc. Texas

THC | Limited Malta

THC Il Limited Malta

[THC Il Limited Malta

[THC IV Limited Malta

THC V Limited Malta

[Tianjin KFC Co., Ltd. China

[Tricon International (Thailand) Co., Lt Thailand

\Valleythorn Limited United Kingdom

\VariAsian, Inc. Delaware
andle Investments Lt Hong Kong

est End Restaurants (Holdings) Limit

United Kingdom

\West End Restaurants (Investments) Lim

United Kingdom

\West End Restaurants Limit

United Kingdom

\Wuxi KFC Co., Ltd.

China

Xiamen KFC Co., Ltd China
Xinjiang KFC Co., Ltd. China
Y.C.H. S.a.r.l Luxembourg
YA Company One Pty. Ltc lAustralia
YB Operadora, S. de R.L. de C. Mexico
YFDM US, LLC Delaware
YGR America, Inc Delaware
YGR International Limitec United Kingdom
YGR US, LLC Delaware
YIF US, LLC Delaware
Yorkshire Global Restaurants, Ir Maryland
YRI Hong Kong Il Limited Hong Kong
YRI Hong Kong IV Limited Hong Kong
YSV Holdings, LLC Delaware
Yum Restaurant Licensing Cot Delaware
Yum Restaurants Espana, S Spain

'Yum Restaurants International (Proprietary) Limi South Africa
Yum Restaurants International (Thailand) Co., | Thailand
Yum Restaurants PR Holdings, It Delaware
Yum Restaurants Services Group, | Delaware
Yum! Asia Franchise Pte Li Singapore
'Yum! Asia Holdings Pte. Ltc Singapore
'Yum! Australia Equipment Pty. Lt lAustralia
'Yum! Australia Holdings | LLC Delaware
Yum! Australia Holdings Il LLC Delaware
Yum! Australia Holdings IIl LLC Delaware

Yum! Australia Holdings Limitec

Cayman Island

'Yum! Brands Canada Management Holding,

Canad:

'Yum! Brands Canada Management

Canadz
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Name of Subsidiary

State or Country of
Incorporation

'Yum! Brands Mexico Holdings Il LLC Delaware
Yum! Food (Hangzhou) Co., Lt China

Yum! Food (Shanghai) Co., Lt China

Yum! Franchise de Mexico, S. de R Mexico
Yum! Franchise | LF Canadz
'Yum! Franchise Il LLF United Kingdom
'Yum! Franchise Ill Partnersh lAustralia
Yum! Global Investments Ill, LL( Delaware
Yum! Global Investments | B.\ Netherlands
Yum! Global Investments Il B.\ Netherland:
Yum! International Finance Company S.a Luxembourg
'Yum! International Participations S.a.| Luxembourg
Yum! Luxembourg Investments S.a. Luxembourg
Yum! Mexico, S. De. R. L. de C' Mexico
Yum! Realty Holdings, Inc Canadz

Yum! Restaurant Holding

United Kingdom

Yum! Restaurant Holdings (Great Britain) Limit

United Kingdom

Yum! Restaurantes do Brasil Ltc

Brazil

Yum! Restaurants (Canada) Compi Canade
Yum! Restaurants (Chengdu) Co., L China

Yum! Restaurants (China) Investment Co., | China

Yum! Restaurants (Fuzhou) Co., L China

Yum! Restaurants (Guangdong) Co., L China

Yum! Restaurants (Hong Kong) Lt Hong Kong
Yum! Restaurants (India) Private Limit India

Yum! Restaurants (Netherlands) Limit United Kingdom
Yum! Restaurants (N2) Ltc New Zealanc
Yum! Restaurants (Shenyang) Co., L China

Yum! Restaurants (Shenzhen) Co., L China

Yum! Restaurants (Taiwan) Co., Lt Taiwan

Yum! Restaurants (UK) Limite

United Kingdom

Yum! Restaurants (Wuhan) Co., L

China

Yum! Restaurants (Xian) Co., Lt China
Yum! Restaurants Asia Private Li Singapore
Yum! Restaurants Australia Pty Limit IAustralia
'Yum! Restaurants Australia Services Pty lAustralia
Yum! Restaurants China Holdings Limit Hong Kong
'Yum! Restaurants Consulting (Shanghai) Co., China

Yum! Restaurants Europe Limite

United Kingdom

Yum! Restaurants France S/

France

Yum! Restaurants Germany Gml Germany

'Yum! Restaurants International (MENAPAK) WL Bahrain

'Yum! Restaurants International B. Netherland:
'Yum! Restaurants International Holdings, L Delaware

Yum! Restaurants International Limits United Kingdom
Yum! Restaurants International Ltd. & Co. k Germany

Yum! Restaurants International Management S.: Luxembourg
'Yum! Restaurants International Russia L Russizs

Yum! Restaurants International S.a. Luxembourg
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Name of Subsidiary

State or Country of
Incorporation

'Yum! Restaurants International Switzerland S.¢ Switzerlanc
Yum! Restaurants International, Ir Delaware
'Yum! Restaurants International, S de RL de Mexico

Yum! Restaurants Limite

United Kingdom

Yum! Restaurants Marketing Private Limit

India

Yum! Restaurants Mauritius Lt Mauritius
'Yum! Restaurants New Zealand Services Pty. lAustralia
Yum! Restaurants Spolka Z Ograniczona Odpowiedaiiia Poland
Yum! Restaurants, S de RL de ( Mexico
Yumsop Pty Limitec IAustralia
Zhengzhou KFC Co., Ltc China
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Consent of Independent Registered Public Accountingirm

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

We consent to the incorporation by reference irrélygstration statements listed below of YUM! Branthc. and Subsidiaries (YUM) of our report dafetbruary 17, 201
with respect to the consolidated balance sheeYdJdl as of December 26, 2009 and December 27, 2808 the related consolidated statements of incoash flows, an
shareholders’ equity (deficit) and comprehensiveome (loss) for each of the fiscal years in theglyear period ended December 26, 2009, and the r#éeetss of intern
control over financial reporting as of December 2809, which report appears in the December 269 20Mual report on Form 10-of YUM. Our report refers to a char
in 2009 in YUM'’s method of reporting noncontrollimgterests due to the adoption of new accountiggirements issued by the FASB.

Description Registration Statement Number

Form S-3 and $-3/A

Debt Securitie 333-160941
Debt Securitie: 33:-133097
YUM! Direct Stock Purchase Progre 333-46242
$2,000,000,000 Debt Securiti 332-42969
Form S-8
YUM! Restaurants Puerto Rico, Inc. S-Up Plan 33:-85069
Restaurant Deferred Compensation F 33:-36877, 33-32050
Executive Income Deferral Progre 332-36955
YUM! Long-Term Incentive Plal 335-36895, 33-85073, 33-32046
SharePower Stock Option PI 333-36961
YUM! Brands 401(k) Plai 332-36893, 33-32048, 33-109300
YUM! Brands, Inc. Restaurant General Mana
Stock Option Pla 333-64547
YUM! Brands, Inc. Lon-Term Incentive Plal 33:-32052, 33-109299

/sl KPMG LLP
Louisville, Kentucky
February 17, 2010



Exhibit 31.1
CERTIFICATION
I, David C. Novak, certify that:
1. I have reviewed this report on Form-K of YUM! Brands, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omiteie a material fact necessary to make the stattsrmade, |
light of the circumstances under which such statemeere made, not misleading with respect to #réeod covered by this repo

3. Based on my knowledge, the financial statementd,aiher financial information included in this repdairly present in all material respects theafigial conditior
results of operations and cash flows of the reaigtras of, and for, the periods presented inrdpsrt.

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghdwrt Rules 13a-
15(e) and 15-15(e)) and internal control over financial repagti@as defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

(a) designed such disclosure controls and proceduresaused such disclosure controls and procedurds tdesigned under our supervision, to ensure rtizdéria
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyustbers within those entities, particularly durithg period in whic
this report is being prepare

(b) designed such internal control over financial réipgr or caused such internal control over finahceporting to be designed under our supervisionprovide
reasonable assurance regarding the reliabilityirafnicial reporting and the preparation of finanatdtements for external purposes in accordande generall
accepted accounting principle

(c) evaluated the effectiveness of the registsdisclosure controls and procedures and presémtdds report our conclusions about the effectagnof the disclosu
controls and procedures, as of the end of the geowered by this report based on such evaluatiod

(d) disclosed in this report any change in the regigsainternal control over financial reporting thatcurred during the registrastmost recent fiscal quarter (
registrant’s fourth fiscal quarter in the case ofamnual report) that has materially affected,soreiasonably likely to materially affect, the reégiat’s internal contrc
over financial reporting; an

5. The registrant’s other certifying officer and | leadlisclosed, based on our most recent evaluatiamefal control over financial reporting, to tregistrants auditor
and the audit committee of the regist’s board of directors (or persons performing thewedent function):

(a) all significant deficiencies and material weaknessethe design or operation of internal controgiofinancial reporting which are reasonably likedyadversely affe
the registrar's ability to record, process, summarize and refimancial information; an

(b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registra’s internal control over financial reportir

Date: February 17, 2010 /s/ David C. Noval
Chairman, Chief Executive Officer and President




Exhibit 31.Z
CERTIFICATION
I, Richard T. Carucci, certify that:
1. I have reviewed this report on Form-K of YUM! Brands, Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omitede a material fact necessary to make the stéattsrmade, |
light of the circumstances under which such statesmeere made, not misleading with respect to #réod covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all material respects theafigial conditior
results of operations and cash flows of the resigtras of, and for, the periods presented inrdpsrt.

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghéwct Rules 13a-
15(e) and 15-15(e)) and internal control over financial repagti@as defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

(a) designed such disclosure controls and proceduresaused such disclosure controls and procedurds tdesigned under our supervision, to ensure rtizdéria
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyustbers within those entities, particularly durithg period in whic
this report is being prepare

(b) designed such internal control over financial réipgr or caused such internal control over finahceporting to be designed under our supervisionprtovide
reasonable assurance regarding the reliabilityiradncial reporting and the preparation of finandtdtements for external purposes in accordande génerall
accepted accounting principle

(c) evaluated the effectiveness of the registsdisclosure controls and procedures and presémtdds report our conclusions about the effectagnof the disclosu
controls and procedures, as of the end of the peowered by this report based on such evaluatiod

(d) disclosed in this report any change in the regissainternal control over financial reporting thatcurred during the registrastmost recent fiscal quarter (
registrant’s fourth fiscal quarter in the case ofamnual report) that has materially affected,soreiasonably likely to materially affect, the réxgiat’s internal contrc
over financial reporting; an

5. The registrant’s other certifying officer and | leadlisclosed, based on our most recent evaluatiamefal control over financial reporting, to tregistrants auditor
and the audit committee of the regist’s board of directors (or persons performing thewedent function):

(a) all significant deficiencies and material weaknessethe design or operation of internal controgiofinancial reporting which are reasonably likedyadversely affe
the registrar’s ability to record, process, summarize and refiaahcial information; an

(b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registra’s internal control over financial reportir

Date: February 17, 2010 /sl 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 Annual Report of YUM! Brandsc. (the “Company”) on Form 1R-for the year ended December 26, 2009, as filgt thie Securities al
Exchange Commission on the date hereof (the “AnRegdort”),l, David C. Novak, Chairman, Chief Executive Offi@nd President of the Company, certify, pursua
18 U.S.C. Section 1350, as adopted pursuant taoBe®6 of the Sarbanes-Oxley Act of 2002, that:

1. the Annual Report fully complies with the requirerntgeof Section 13(a) or 15(d) of the Securitiestiamme Act of 1934; an
2. the information contained in the Annual Reportlfapresents, in all material respects, the finanmedition and results of operations of the Conypi
Date: February 17, 2010 /s/ David C. Noval

Chairman, Chief Executive Officer and Presid

A signed original of this written statement reqdifgy Section 906 has been provided to YUM! Brards, and will be retained by YUM! Brands, Inc. afunished to th
Securities and Exchange Commission or its stafhupguest.




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 Annual Report of YUM! Brandsc. (the “Company”) on Form 1R-for the year ended December 26, 2009, as filgt thie Securities al
Exchange Commission on the date hereof (the “AnRegdort”),l, Richard T. Carucci, Chief Financial Officer difet Company, certify, pursuant to 18 U.S.C. Secligb0
as adopted pursuant to Section 906 of the Sarb@rkes+ Act of 2002, that:

1. the Annual Report fully complies with the remments of Section 13(a) or 15(d) of the Securlrshange Act of 1934; and
2. the information contained in the Annual Reportljapresents, in all material respects, the finanoiadition and results of operations of the Comypi
Date: February 17, 2010 /sl Richard T. Caruct

Chief Financial Office

A signed original of this written statement reqdifgy Section 906 has been provided to YUM! Brards, and will be retained by YUM! Brands, Inc. afunished to th
Securities and Exchange Commission or its stafhupguest.




