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PART | - FINANCIAL INFORMATION

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

12 Weeks Ended

3/23/02 3/24/01

Revenues
Company sales $ 1,426 $ 1,326
Franchise and license fees 188 180

1,614 1,506

Costs and Expenses, net



Company restaurants

Food and paper 439 410
Payroll and employee benefits 395 371
Occupancy and other operating expenses 369 359
1,203 1,140
General and administrative expenses 182 173
Franchise and license expenses 10 17
Other (income) expense (5) (4)
Facility actions net loss (gain) 9 2
Unusual items (income) expense (11) 2
Total costs and expenses, net 1,388 1,330
Operating Profit 226 176
Interest expense, net 34 39
Income Before Income Taxes 192 13 7
Income tax provision 68 49
Net Income $ 12 4 $ 88
Basic Earnings Per Common Share $ 08 $ 0.60
Diluted Earnings Per Common Share $ 080 $ 059
See accompanying Notes to Condensed Consolidateddtal Statements.
3
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
TRICON GLOBAL RESTAURANTS, INC. AND SUBSIDIARIES
(in millions - unaudited)
12 Weeks En
3/23/02
Cash Flows - Operating Activities
Net income $ 124 $
Adjustments to reconcile net income to net cash pro vided by operating activities:
Depreciation and amortization 78
Facility actions net loss (gain) 9
Other liabilities and deferred credits 4
Deferred income taxes (2)
Other non- cash charges and credits, net 4 13
Changes in operating working capital, excluding eff ects of acquisitions and
dispositions:
Accounts and notes receivable 5
Inventories (4)



Prepaid expenses and other current assets 9

Accounts payable and other current liabilities (72)

Income taxes payable 32

Net change in operating working capital (30)
Net Cash Provided by Operating Activities 18 7
Cash Flows - Investing Activities
Capital spending (113)
Proceeds from refranchising of restaurants 19
Acquisition of restaurants (1)
Short- term investments (7 (1
Sales of property, plant and equipment 11
Other, net 2
Net Cash Used In Investing Activities (89)
Cash Flows - Financing Activities
Revolving Credit Facility activity

Three months or less, net (94)
Repayments of long- term debt (22) (2)
Short-term borrowings- three months or less, net 7 19
Repurchase shares of common stock (8)
Employee stock option proceeds 46
Other, net (2)
Net Cash (Used In) Provided by Financing Activities (73)
Effect of Exchange Rates on Cash and Cash Equivalen ts 1
Net Increase in Cash and Cash Equivalents 2 6
Cash and Cash Equivalents - Beginning of Period 110
Cash and Cash Equivalents - End of Period $ 13 6
See accompanying Notes to Condensed Consolidated¢tal Statements.
CONDENSED CONSOLIDATED BALANCE SHEETS
TRICON GLOBAL RESTAURANTS, INC. AND SUBSIDIARIES
(in millions)
3/23/02
(unaudited)

ASSET¢
Current Assets
Cash and cash equivalents $ 136
Short- term investments, at cost 42
Accounts and notes receivable, less allowance: $54 in 2002 and $77 in 2001 170
Inventories 60
Prepaid expenses and other current assets 90

Deferred income taxes

83



Total Current Assets 581 547

Property, plant and equipment, net 2,750

Goodwill, net 291

Intangible assets, net 104

Investments in unconsolidated affiliates 211

Assets classified as held for sale 39

Other assets 426

Total Assets $ 4,402 $ 4,388

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities

Accounts payable and other current liabilities $ 919

Income taxes payable 264

Short- term borrowings 588

Total Current Liabilities 1,771 1,805
Long- term debt 1,547 1

Other liabilities and deferred credits 820

Total Liabilities 4,138 4,284

Shareholders' Equity

Preferred stock, no par value, 250 shares authorize d; no shares issued -
Common stock, no par value, 750 shares authorized,; 148 shares and 146 shares
issued in 2002 and 2001, respectively 1,144
Accumulated deficit (662)
Accumulated other comprehensive income (loss) (218)
Total Shareholders' Equity 264 104
Total Liabilities and Shareholders' Equity $ 4,402 $ 4,388

See accompanying Notes to Condensed Consolidated¢tal Statements.

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

1. Financial Statement Presentation

We have prepared our accompanying unaudited Coadébsnsolidated Financial Statements ("Financiale®tents") in accordance
with the rules and regulations of the Securitied Brchange Commission for interim financial infotroa. Accordingly, they do not
include all of the information and footnotes regdiby accounting principles generally acceptedhénU.S. for complete financial
statements. Therefore, we suggest that the acconmggiRinancial Statements be read in conjunctioth wie Consolidated Financial
Statements and notes thereto included in our amapalt on Form 10-K for the fiscal year ended Delger 29, 2001 ("2001 Form 10-
K"). Except as disclosed herein, there has beanaterial change in the information disclosed inrib&es to our Consolidated
Financial Statements included in the 2001 Form 10-K

Our Financial Statements include TRICON Global Resints, Inc. and its wholly owned subsidiariedléctively referred to as
"TRICON" or the "Company"). The Financial Statengeimiclude our worldwide operations of KFC, Pizza Hod Taco Bell



References to TRICON throughout these notes tonEinhStatements are made using the first perstations of "we," "us" or "our."

Our preparation of the accompanying Financial &tatgs in conformity with accounting principles geally accepted in the U.S.
requires us to make estimates and assumptionaffieat reported amounts of assets and liabilities;losure of contingent assets and
liabilities at the date of the Financial Statemeatsl the reported amounts of revenues and expduoseg the reporting period. Actt
results could differ from the estimates.

In our opinion, the accompanying Financial Statetmérclude all adjustments considered necessauyetent fairly, when read in
conjunction with our 2001 Form 10-K, our finangoalsition as of March 23, 2002, and the resultsunfaperations and cash flows for
the 12 weeks ended March 23, 2002 and March 241,.200r results of operations for these interim gésiare not necessarily
indicative of the results to be expected for tHeyear.

We have reclassified certain items in the accomipgniyinancial Statements and Notes thereto fofiteequarter of 2001 in order to
be comparable with the classification in the fgsarter of 2002. These reclassifications had necefin previously reported net
income.

Recently Adopted Accounting Pronouncements

Goodwill and Intangible Assets

The Company has adopted Statement of Financial gy Standards ("SFAS") No. 141, "Business Comtiims” ("SFAS 141").
SFAS 141 requires the use of the purchase methadoofunting for all business combinations and nieslihe application of the
purchase accounting method. SFAS 141 also specifiesia to be used in determining whether intalgassets acquired in a
purchase method business combination must be rezsatjand reported separately from goodwill. Histally, the Company's busine
combinations have primarily consisted of acquiniegtaurants from our franchisees and have beematEbfor using the purchase
method of accounting. The primary intangible assethich we generally allocated value in these tess combinations was
reacquired franchise rights. We have determinetdrd@quired franchise rights do not meet the caitef SFAS 141 to be recognized
as an asset apart from goodwill. Accordingly, orc@®aber 30, 2001 we reclassified reacquired fraedtgghts to goodwill in the
amount of $241 million, net of related deferred liakilities of $53 million.

The Company has also adopted SFAS No. 142, "Gobdmdl Other Intangible Assets" ("SFAS 142"). SFAR Eliminates the
requirement to amortize goodwill and indefiniteeld/intangible assets, addresses the amortizatimtasfgible assets with a defined
life, and addresses impairment testing and reciogriior goodwill and indefinite-lived intangible sets. SFAS 142 applies to goodwill
and intangible assets arising from transactionsptet®d before and after its effective date. Assallteof adopting SFAS 142, we
ceased amortization of goodwill and indefinite-tiatangible assets beginning December 30, 200dlitiddally, in accordance with
the requirements of SFAS 142, we completed sepamatsitional impairment tests of goodwill and ifidiée-lived intangible assets,

of December 30, 2001, which indicated that thers m@impairment.

The following table provides a reconciliation opogted net income to net income for the first qeraof 2001 adjusted as though SF
142 had been effective:

12 Weeks Ended 3/24/01

Amount Basic EPS Diluted EPS

Reported net income $ 8 $ 060 $ 0.59
Add back amortization expense (net of tax):

Goodwill 5 0.03 0.03
Adjusted net income $ 93 $ 063 S 0.62

The changes in the carrying amount of goodwilltfa first quarter of 2002, are as follov



United States International  Worldwi

Balance as of December 29, 2001 $ 21 $ 38 $ 5
Reclassification of reacquired franchise right s(a) 145 96 24
Other, net (1) (8) (
Balance as of March 23, 2002 $ 165 $ 126 $ 29

A. These balances are reported net of deferredahitities of $27 million for the U.S. and $26 nidlh for International.

Indefinitedived intangible assets as of March 23, 2002 tdt&&1 million and consisted of acquired tradematksortizable intangibl
assets at March 23, 2002 totaled $73 million, fieicoumulated amortization of $74 million, and dstesd primarily of franchise
contract rights. Amortization expense for the 1Zkegended March 23, 2002 was approximately $1onillDn an annual basis,
amortization expense will approximate $4 milliom &ach of the next five years.

Impairment or Disposal of LonRbived Assets

Effective December 30, 2001, the Company adoptesSSRo. 144, "Accounting for the Impairment or Dispbof Long-Lived
Assets" ("SFAS 144"). SFAS 144 retained many offtilelamental provisions of SFAS No. 121, "Accougtiar the Impairment of
Long-Lived Assets and for Lonigived Assets to Be Disposed Of' ("SFAS 121"), legalved certain implementation issues assoc
with that Statement. The adoption of SFAS 144 dilhave a material impact on the Company's cors@itiresults of operations.

SFAS 144 also requires the results of operatiorssafmponent entity that is classified as heldstde or has been disposed of be
reported as discontinued operations in the Condie@sasolidated Statements of Income if certain dm s are met. These
conditions include elimination of the operationsl @ash flows of the component entity from the ongaperations of the Company
and no significant continuing involvement by then@xany in the operations of the component entityrafte disposal transaction. The
results of operations

of stores meeting both these conditions that wesgoded of in the 12 weeks ended March 23, 20@2agsified as held for sale at
March 23, 2002 were not material for the 12 weelded March 23, 2002 or March 24, 2001.

3. New Accounting Pronouncements Not Yet Adopted

In August 2001, the FASB issued SFAS No. 143, "Artimg for Asset Retirement Obligations" ("SFAS 14 8vhich will be
effective for the Company beginning fiscal year 20BFAS 143 addresses the financial accountingeatting for obligations
associated with the retirement of tangible longdiassets and the associated asset retirement\ttesteave not yet determined the
impact of adopting SFAS 143 on the Company's Filsdu$tatements.

4. Earnings Per Common Share ("EPS")

12 Weeks Ended

3/23/02  3/24/01

Net income $ 124 $ 88
Basic EPS:
Weighted-average common shares outstanding 147 147

Basic EPS $ 0.85 $ 0.60




6.

Diluted EPS:

Weighted-average common shares outstanding

Shares assumed issued on exercise of dilutive
share equivalents

Shares assumed purchased with proceeds of dilu
share equivalents

Shares applicable to diluted earnings

Diluted EPS

tive

147 147
31 26

(23) (23)
155 150

$ 080 $ 059

Unexercised employee stock options to purchaseoajppately 0.4 million and 4.2 million shares of dlommon Stock for the 12
weeks ended March 23, 2002 and March 24, 2001ectisply, were not included in the computation fitdd EPS because their
exercise prices were greater than the average nanke of our Common Stock during the 12 weekseéendarch 23, 2002 and Matr

24, 2001.

During the 12 weeks ended March 23, 2002, we gdaeteployee stock options to purchase approxim&é&lynillion shares of our

Common Stock at an exercise price equal to theageemarket price on the date of grant. The weightetage exercise price of these

options was approximately $49.

Comprehensive Income

Comprehensive income was as follows:

Net income

Foreign currency translation adjustment arisin
during the period

Reclassification of foreign currency translati
adjustment to net income

Changes in fair value of derivatives, net of t

Reclassification of derivative gains to net in

Total comprehensive income

Items Affecting Comparability of Net Income

Facility Actions Net Loss (Gain)

12 Weeks Ended

3/23/02 3/24/01

$ 124 $ 88

g
(12) 9
on
- 3
ax 5 6
come, net of tax (4) (4)

Facility actions net loss (gain) consists of thiéofeing three components:

o Refranchising (gains) losses;
o Store closure costs; and

o Impairment of long-lived assets for restaurantamend to continue to use in the business anduestés we intend to close.

The following table summarizes the impact of fagiictions net loss (gain) for the 12 weeks en



Refranchising net (gains) losses(a)
Store closure costs
Store impairment charges

Refranchising net (gains) losses(a)
Store closure costs
Store impairment charges

(

March 23, 2002

S. International Worldwide

6 2 8
3 1 4
8 1 9

March 24, 2001

S. International Worldwide

- (4) (4)
5 ©) 2
3 1 4
8 (6) 2

A. Includes initial franchise fees of $1 million a$i@ million for the 12 weeks ended March 23, 200& ®larch 24, 2001,

respectively.

The following table summarizes the carrying valakBthe major classes of assets held for sale ativ28, 2002 and December 29,
2001. The carrying values of liabilities held fatesat March 23, 2002 and December 29, 2001 wersigiificant. The carrying
values in International relate to our Singapordnmss. U.S. amounts primarily represent land orclviaie previously operated

restaurants.

Property, plant and equipment, net $
Other assets

Assets classified as held for sale $

Property, plant and equipment, net $
Other assets

Assets classified as held for sale $

March 23, 2002

S. International Worldwide
6 $ 30 $ 36
- 3 3

6 $ 33 $ 39

December 29, 2001

S. International Worldwide

8 $ 32 $ 40
- 4 4

8 $ 36 $ 44

The following table summarizes Company sales asthueant margin related to stores held for saMeath 23, 2002 or disposed of
through refranchising or closure during 2002 and12®s discussed in Note 2, the operations of stimtes classified as held for s



as of March 23, 2002 or disposed of in the 12 weskiked March 23, 2002 which meet the conditionSFAS 144 for reporting as
discontinued operations were not material. Restaumargin represents Company sales less the césbdfand paper, payroll and
employee benefits and occupancy and other operakpgnses.

12 Weeks Ended

3/23/02 3/24/01

Stores held for disposal at March 23, 2002:

Sales $ 16 $ 18

Restaurant profit 2 1
Stores disposed of in 2002 and 2001:

Sales $ 6 $ 68

Restaurant profit - 7

Unusual Items

Unusual items (income) of $11 million for the ficpiarter of 2002 was primarily comprised of rec@®related to the AmeriServe
bankruptcy reorganization process. See Note 12 thiscussion of the AmeriServe bankruptcy reorgditin process.

Unusual items expense of $2 million for the firgacger of 2001 primarily included costs of deferpagrtain wage and hour litigation.
See Note 11 for a discussion of wage and houatitg.

Debt

Our primary bank credit agreement, as amendeangpdsed of a senior unsecured Term Loan Facifity@$1.75 billion senior
unsecured Revolving Credit Facility (collectivebferred to as the "Credit Facilities").

10

The Credit Facilities mature on October 2, 2002.08ints outstanding under our Revolving Credit Facdre expected to fluctuate,
but reductions in our Term Loan Facility may notreborrowed.

At March 23, 2002, we had unused Revolving Credtilities aggregating $1.6 billion, net of outstargdletters of credit of $0.2
billion. Interest on amounts borrowed is payablkast quarterly at variable rates, based prinlifpad the London Interbank Offered
Rate ("LIBOR") plus a variable margin factor. At Mha 23, 2002, the weighted average interest rat@uoiCredit Facilities was 3.4%,
which included the effects of associated interatd swaps.

Amounts outstanding under our Credit FacilitieMatch 23, 2002 have been classified as short-temrotvings in the Condensed
Consolidated Balance Sheet due to the October @@Qdrity. We are currently in negotiations to reglahe Credit Facilities prior to
the maturity date with new borrowings (referrecdsothe "New Facility"). The New Facility is expett® total approximately $1.5
billion with a three-year term. Interest is expéde be based on LIBOR plus a variable margin fadthe variable margin factor is
expected to be slightly higher than that on ourd@reacilities.

On February 22, 2002, we entered into an agreetaerhend certain terms of our Credit Facilitiesisldmendment provides for,
among other things, additional flexibility with pesct to acquisitions and other investments. Intaadiwe voluntarily reduced our
maximum borrowings under the Revolving Credit Facftom $3.0 billion to $1.75 billion. We capitakd debt costs of approximat
$1.5 million related to this amendment. These cadltde amortized into interest expense over #maaining life of the related
borrowings.

Interest expense on short-term borrowings and teng-debt was $35 million and $42 million for th2 Weeks ended March 23, 2002
and March 24, 2001, respective



8. Reportable Operating Segments

Revenues
1 2 Weeks Ended
3/23/0 2 3/24/01
United States $ 11 34 $ 1,070
International 4 80 436
$ 16 14 $ 1,506
Operati ng Profit; Interest
Expense, Net;
and In come Before Income
Taxes
1 2 Weeks Ended
3/23/0 2 3/24/01
United States $ 1 75 $ 140
International 82 74
Unallocated and corporate expenses ( 33) (33)
Foreign exchange net (loss) - (1)
Facility actions net (loss) gain (9) (2
Unusual items income (expense) 11 (2)
Total operating profit 2 26 176
Interest expense, net 34 39
Income before income taxes $ 1 92 $ 137
11
Ide ntifiable Assets
3/23/0 2 12/29/01
United States $ 24 46 $ 2,489
International 15 82 1,593
Corporate(a) 3 74 306
$ 44 02 $ 4,388
Long -Lived Assets(b)
3/23/0 2 12/29/01

United States $ 21 75 $ 2,203



International 9
Corporate

A. Primarily includes deferred tax assets, Propdé?tgnt and Equipment, net, related to our officalifees and fair value of

derivative instruments.

B. Includes Property, Plant and Equipment, netuiticig $36 million at March 23, 2002 and $40 millianDecember 29, 2001 of
Assets Classified as Held for Sale; Goodwill, et Intangible Assets, net.

9. Share Repurchase Program

In February 2001, our Board of Directors authoriaeshare repurchase program. This program autlsouzéo repurchase, through
February 14, 2003, up to $300 million (excludinglagable transaction fees) of our outstanding Comt@tock. During the 12 weeks
ended March 23, 2002, we repurchased approximag8y000 shares for approximately $8 million at werage price per share of
approximately $56. During the 12 weeks ended M&a&;H001, we repurchased approximately 263,00GsHar approximately $10
million at an average share price of approxima$dy. Based on market conditions and other factaiditional repurchases may be
made from time to time in the open market or thtopgvately negotiated transactions, at the dismnetf the Company.

10. Supplemental Cash Flow Data

Cash Paid for:
Interest
Income taxes

Significant Non-Cash Investing and Financing A
Contribution of non-cash net assets to an u
Assumption of liabilities in connection wit
Fair market value of assets received in con

acquisition
Capital lease obligations incurred to acqui

12 Weeks Ended

3/23/02 3/24/01
$ 7 $ 40
35 16
ctivities:
nconsolidated affiliate $ -
h an acquisition -
nection with a non-cash
re assets 1 1
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11. Commitments and Contingencies

Contingent Liabilities

We were directly or indirectly contingently liakilethe amounts of $350 million and $353 millionMarch 23, 2002 and December
29, 2001, respectively, for certain lease assigiisnemd guarantees. At March 23, 2002, $287 millepresented contingent liabilities
to lessors as a result of assigning our intereahthobligations under real estate leases as atioontb the refranchising of certain
Company restaurants, the contribution of certaim@any restaurants to unconsolidated affiliatesqratantees of certain other
leases. The $287 million represented the preséume wd the minimum payments of the assigned leaseduding any renewal option
periods, discounted at our pre-tax cost of debta@ominal basis, the contingent liability resudtinom the assigned leases is $419

million.

The contingent liabilities also include guarantetapproximately $32.4 million to support financ@atangements of certain
franchisees, including partial guarantees of frisesloan pools originated primarily in connectieith the Company's refranchising
programs. The total loans outstanding under theese pools were approximately $171 million at Ma2&h 2002. In support of these
guarantees, we have posted $32.4 million of leticsedit. Also, TRICON provides a standby letséicredit under which TRICOI



could potentially be required to fund a portion ag$25 million) of one of the franchisee loan md\ny such funding under the
standby letter of credit would be secured by frésexdn loan collateral. We believe that we have gmpately provided for our
estimated probable exposures under these contifigbitities. These provisions were primarily chadgto refranchising (gains) loss

The remaining contingent liabilities of $31 milli@me primarily guarantees of financial arrangemehtsrtain unconsolidated
affiliates and third parties. These financial agaments primarily include lines of credit, loansl étters of credit. If all lines of credit
and letters of credit were fully drawn down, theximaum contingent liability under these arrangemevisild be approximately $59
million as of March 23, 2002.

Insurance Programs

We are currently self-insured for a portion of aurrent and prior years' losses related to workersipensation, general liability and
automobile liability insurance programs (collectiy€'casualty losses") as well as property lossebaertain other insurable risks. To
mitigate the cost of our exposures for certain prgpand casualty losses, we make annual decisiogither retain the risks of loss up
to certain maximum per occurrence or aggregatelilmés negotiated with our insurance carriersmfully insure those risks. Since
the October 6, 1997 Spin-off from PepsiCo, IncefifiCo") (the "Spin-off*), we have elected to rettie risks subject to certain
insured limitations. Since August 1999, we havedberh our risks for casualty losses, property lossgsvarious other insurable risks
into one pool with a single self-insured retentqord have purchased reinsurance coverage up taecéiegpdimit that is significantly
above our actuarially determined probable lossesaw self-insured for losses in excess of thesoeamce limit. We believe the
likelihood of losses exceeding the reinsurancetlisniemote. We are also self-insured for healtcdaims for eligible participating
employees subject to certain deductibles and Itioita. We have accounted for our retained liab#itior property and casualty losses
and healthcare claims, including reported and imclbut not reported claims, based on informatimvigded by our independent
actuaries.

Due to the inherent volatility of our property amctuarially determined casualty loss estimatas,riasonably possible that we could
experience changes in estimated losses which @eutdaterial to our growth in quarterly and annwelincome. We believe that we
have recorded our reserves for property and caslaakes at a level which has substantially midahe potential negative impact of
adverse developments and/or volatility.
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Change of Control Severance Agreements

In September 2000, the Compensation CommitteeeoBtiard of Directors approved renewing severanceeagents with certain key
executives (the "Agreements”). These Agreementsrigigered by a termination, under certain condgioof the executive's
employment following a change in control of the Qamy, as defined in the Agreements. If triggerkd,dffected executives would
generally receive twice the amount of both themuat base salary and their annual incentive imglsum, outplacement services i

a tax gross-up for any excise taxes. These Agreesnhave a three-year term and automatically reraml danuary 1 for another three-
year term unless the Company elects not to reneviginieements. Since the timing of any payments utidse Agreements cannot
anticipated, the amounts are not estimable. Howélvese payments, if made, could be substantighdrevent of a change of control,
rabbi trusts would be established and used to geopayouts under existing deferred and incentivepamsation plans.

Wage and Hour Litigation

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

On August 29, 1997, a class action lawsuit agdiasb Bell Corp., entitled Bravo, et al. v. TacoIBebrp. ("Bravo"), was filed in the
Circuit Court of the State of Oregon of the Couotyultnomah. The lawsuit was filed by two formeaco Bell shift managers
purporting to represent approximately 17,000 curae former hourly employees statewide. The laiaigges violations of state
wage and hour laws, principally involving unpaidgea including overtime, and rest and meal periothtions, and seeks an
unspecified amount in damages. Under Oregon clagmegprocedures, Taco Bell was allowed an oppdstua "cure" the unpaid
wage and hour allegations by opening a claims pot®all putative class members prior to certifisaof the class. In this cure
process, Taco Bell has paid out less than $1 mill@n January 26, 1999, the Court certified a abdisd| current and former shift
managers and crew members who claim one or mdreddlleged violations. A trial date of Novembed 299 was set. However,




November 1, 1999, the Court issued a proposed aitponing the trial and establishing a pre-tiaims process. The final order
regarding the claims process was entered on Jadda000. Taco Bell moved for certification ofiammediate appeal of the Court-
ordered claims process and requested a stay pfticeedings. This motion was denied on Februa?2p80. Taco Bell appealed this
decision to the Supreme Court of Oregon and thetGnied Taco Bell's Writ of Mandamus on March 2000. A Court-approved
notice and claim form was mailed to approximately500 class members on January 31, 2000. The Galeted pre-trial claims
process went forward, and hearings to determinenpial damages were held for claimants employgateviously employed in four
selected Taco Bell units. After the initial heagnglating to these four units, the damage claieasihgs were discontinued. Trial
began on January 4, 2001. On March 9, 2001, tlyergaiched verdicts on the substantive issues smtiaitter. A number of these
verdicts were in favor of the Taco Bell positiomwever, certain issues were decided in favor optamtiffs. The Court reduced the
number of potential claimants to 1,100. In ApriD2Qa jury trial to determine the damages of 9thoge claimants found that Taco
Bell failed to pay for certain meal breaks and/fitloe-clock work for 86 of the 93 claimants. Hovegythe total amount of hours
awarded by the jury was substantially less thahgbaght by the claimants. Nonetheless, Taco B&thids to appeal this jury verdict,
as well as the verdict in the related liabilityatrheld in 2001. The Court has not yet determimeddollar amount of the jury award, or
whether the Court will allow an interlocutory appetthis point or go forward with one or more atdial damages trials for the
remaining claimants.

We have provided for the estimated costs of the®liéigation, based on a projection of eligiblaichs (including claims filed to dat
where applicable), the cost of each eligible clamoluding the estimated legal fees incurred bynpiffis, and the results of settlement
negotiations in this and other wage and hour litigamatters. Although the outcome of this casenoabe determined at this time, we
believe the ultimate cost of
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this case in excess of the amounts already prowidiédot be material to our annual results of @igms, financial condition or cash
flows. Any provisions have been recorded as unugerals.

Other Litigation

On January 16, 1998, a lawsuit against Taco BelpCentitled Wrench LLC, Joseph Shields and ThoRia&s v. Taco Bell Corp.
("Wrench") was filed in the United States Disti@burt for the Western District of Michigan. The kit alleges that Taco Bell Corp.
misappropriated certain ideas and concepts usisl dalvertising featuring a Chihuahua. Plainti#gls to recover damages under
several theories, including breach of implied-intfeontract, idea misappropriation, conversion amiir competition. On June 10,
1999, the District Court granted summary judgmarfavor of Taco Bell Corp. Plaintiffs filed an agpevith the U.S. Court of
Appeals for the Sixth Circuit (the "Court of Appggl and oral arguments were held on Septembe2@m). On July 6, 2001, the
Court of Appeals reversed the District Court's jmegt in favor of Taco Bell Corp. and remanded theedo the District Court. Taco
Bell Corp. unsuccessfully petitioned the Court gipals for rehearing en banc, and its petitiowfiar of certiorari to the United
States Supreme Court was denied on January 21, Z882ase has now officially been returned toDistrict Court, where the
Wrench plaintiffs will be allowed to bring theiraiins to trial.

We believe that the Wrench plaintiffs' claims aiithaut merit and are vigorously defending the chtmvever, in view of the inherent
uncertainties of litigation, the outcome of theecaannot be predicted at this time. Likewise, tm@ant of any potential loss cannot be
reasonably estimated.

Obligations to PepsiCo, Inc. After Sparff

In connection with the Spin-off, we entered intpa@tion and other related agreements (the "Separagreements”), governing the
Spin-off transaction and our subsequent relatignsliih PepsiCo. These agreements provide certdienimities to PepsiCo.

The Separation Agreements provided for, among dttiegs, our assumption of all liabilities relatit@the restaurant businesses,
including California Pizza Kitchen, Chevys Mexidaastaurant, D'Angelo’'s Sandwich Shops, East Sideland Hot 'n Now
(collectively the "Non-core Businesses"), and outemnification of PepsiCo with respect to theshiliizes. We have included our
best estimates of these liabilities in the accomjpgnCondensed Consolidated Financial Statements.

In addition, we have indemnified PepsiCo for angts®r losses it incurs with respect to all lette#frsredit, guarantees and contingent
liabilities relating to our businesses under whegpsiCo remains liable. As of March 23, 2002, Repsemains liable fo



12.

13.

approximately $87 million on a nominal basis reditie these contingencies. This obligation endbatitme PepsiCo is released,
terminated or replaced by a qualified letter otditdNVe have not been required to make any paymerdsr this indemnity.

Under the Separation Agreements, PepsiCo mainftalinsontrol and absolute discretion with regarcatty combined or consolidated
tax filings for periods through October 6, 1997p$§i€o also maintains full control and absolute idison regarding any common tax
audit issues. Although PepsiCo has contractualfgexto, in good faith, use its best efforts télseil joint interests in any common
audit issue on a basis consistent with prior pcactihere can be no assurance that determinatiade by PepsiCo would be the same
as we would reach, acting on our own behalf. ThioMgrch 23, 2002, there have not been any detetimitsamade by PepsiCo
where we would have reached a different deternanati

We also agreed to certain restrictions on our astto help ensure that the Spin-off maintainetbixsfree status. These restrictions,
which were generally applicable to the two-yeaiigeefollowing October 6, 1997, included among ottiengs, limitations on any
liquidation, merger or consolidation with anothenpany, certain issuances and redemptions of oom@m Stock, our granting of
stock options and our sale,
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refranchising, distribution or other dispositionasisets. If we failed to abide by these restristionto obtain waivers from PepsiCo
and, as a result, the Spin-off fails to qualifysasx-free reorganization, we may be obligatechtiemnify PepsiCo for any resulting
tax liability, which could be substantial. No paymeeunder these indemnities have been requireckaxected to be required.
Additionally, PepsiCo is entitled to the federatdme tax benefits related to the exercise afteBhia-off of vested PepsiCo options
held by our employees. We expense the payroll tesdated to the exercise of these options as iedurr

AmeriServe Bankruptcy Reorganization Process

AmeriServe Food Distribution Inc. ("AmeriServe") svihe principal distributor of food and paper siggpto our stores when it filed
for protection under Chapter 11 of the U.S. BantayCode on January 31, 2000. A plan of reorgainndbr AmeriServe (the
"POR") was approved on November 28, 2000, whichlted in, among other things, the assumption ofdistribution agreement,
subject to certain amendments, by McLane Companuy, |

During the AmeriServe bankruptcy reorganizationcess, we took a number of actions to ensure caedisupply to our system.
Those actions resulted in a cumulative net expen$&49 million through December 29, 2001, whictswaincipally recorded in the
year ended December 30, 2000.

Under the POR we are entitled to the proceeds frertain residual assets and preference claimsaédtate which are generally
recorded as unusual items income when they arizedaln the first quarter of 2002, we recordedadditional $12 million of net
recoveries under the POR as unusual items income.

Pending Acquisition

On March 12, 2002, TRICON entered into a definitaggeement to purchase Yorkshire Global Restayrbats("YGR"), the parent
company of Long John Silver's and A&W All Americknod Restaurants. Under the terms of the agreeMBHEON will acquire
YGR for $320 million in cash and assumed debt,exttip a working capital adjustment. The acquisit®subject to regulatory
approval and other customary closing conditiond,iarexpected to close in May 2002. We anticipatgng off substantially all of the
assumed debt subsequent to closing.
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Management's Discussion and Analysis of Financial@dition and Results of Operations

Introduction

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON," or the "Comp&nis comprised of the worldwide
operations of KFC, Pizza Hut and Taco Bell (theriGapts") and is the world's largest quick servestaurant ("QSR") company based on
number of system units. The following Managemebissussion and Analysis ("MD&A")should be read ongunction with the unaudited
Condensed Consolidated Financial Statements ("Eiab8tatements"), the Cautionary Statements andumoual report on Form 1K-for the
fiscal year ended December 29, 2001 (2001 ForrK')0AIl Note references herein refer to the accamgng notes to the Financial
Statements.

Throughout MD&A,we make reference to ongoing opapprofit which represents operating profit exéhglthe impact of facility actions
net loss (gain) and unusual items (income) expedise.Note 6 for a discussion of these exclusioresu®¢ ongoing operating profit as a key
performance measure of our results of operationpdgposes of evaluating performance internally anthe base to forecast future
performance. Ongoing operating profit is not a measlefined by accounting principles generally atea in the U.S. and should not be
considered in isolation or as a substitute for messsof performance in accordance with accountiirciples generally accepted in the U.S.

New Accounting Pronouncements Not Yet Adopted

See Note 3.

Significant Known Events, Trends or Uncertainties Kpected to Impact 2002 Comparisons with
2001

The following factors impacted comparability of ogiing performance for the quarter ended March2P8?2 to the quarter ended March 24,
2001 or could impact comparisons for the remaind@002. Certain of these factors were previousdgubssed in our 2001 Form 10-K.

AmeriServe Bankruptcy Reorganization Process

See Note 12 and our 2001 Form 10-K for a discussidhe impact of the AmeriServe Food Distributitmg. ("AmeriServe") bankruptcy
reorganization process on the Company.

Franchisee Financial Condition

Like others in the QSR industry, from time to tinseme of our franchise operators experience fiduifficulties with respect to their
franchise operations. During 2001 and 2000, cedfour franchise operators, principally in the d&ell system, experienced varying
degrees of financial problems.

Depending upon the facts and circumstances of gdtion, and in the absence of an improvemetitarfranchisee's business trends, there
are a number of potential resolutions of theseniiie issues. These include a sale of some off #ileooperator's restaurants to us or a third
party, a restructuring of the operator's busineska finances, or, in the more unusual cases,ro@idy of the operator. It is our practice to
proactively work with financially troubled franclei®perators in an attempt to positively resolvériissues.

Through April 29, 2002, restructurings have beempgieted for approximately 1,150 Taco Bell franchisstaurants. In connection with these
restructurings, Taco Bell has acquired 124 restaafar approximately $66 million. In addition teelse acquisitions, Taco Bell has purche
36 restaurants from franchisees for
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approximately $19 million and simultaneously leateglrestaurants back to these franchisees unadgitéosm leases. As part of the
restructurings, Taco Bell has committed to fundragipnately $29 million of future franchise capitatpenditures, principally through leasing
arrangements. The majority of these restructunimgie completed in fiscal 200



In the fourth quarter of 2000, Taco Bell also eksaled a $15 million loan program to assist cerfeamchisees. All fundings had been
advanced by the end of the first quarter of 200, the resulting notes receivable are primarilyuded in Other assets.

We believe that the general improvement in busitresgls at Taco Bell has helped alleviate finanmiablems in the Taco Bell franchise
system which were due to past downturns in salesodlingly, though we continue to monitor this attan, we expect future restructurings
of remaining Taco Bell franchise restaurants wiitlarficial issues to be significantly less in numéoed costs than in 2001.

In the first quarter of 2002 and 2001, the Competmyrged expenses of $1 million and $7 million, essipely, to ongoing operating profit
related to allowances for doubtful Taco Bell fraisehand license fee receivables. These costs poetee as franchise and license expenses.
On an ongoing basis, we assess our exposure feoraHise-related risks, which include estimated Uectibility of franchise and license
receivables, contingent lease liabilities, guarasite support certain third party financial arrangats of franchisees and potential claims by
franchisees. The contingent lease liabilities amargntees are more fully discussed in the Continigebilities section of Note 11. Although
the ultimate impact of these franchise financialiess cannot be predicted with certainty at thigtiwe have provided for our current estimate
of the probable exposure as of March 23, 2002. iéasonably possible that there will be additi@moaskts; however, these costs are not
expected to be material to quarterly or annualltestdi operations, financial condition or cash flow

Unusual Items

We had unusual items income of $11 million and ualgems expense of $2 million in the first quaa&2002 and 2001, respectively. See
Note 6 for a discussion of our unusual items (inepexpense

Euro Conversion

As more fully discussed in our 2001 Form 10-K, wekt actions to mitigate our risks related to thedstonversion efforts. Expenditures
associated with our conversion efforts for thet fipgarter of 2002 and 2001 were not significant. ke essentially complete with our Euro
conversion efforts and currently estimate thatréireaining costs to be incurred in 2002 will notsignificant.

Store Portfolio Strategy

Since 1995, we have been strategically reducinglbare of total system units by selling Companjateants to existing and new franchisees
where their expertise can generally be leveragéapoove our overall operating performance, whdaming Company ownership of key

U.S. and International markets. This portfolio-lmaiag activity has reduced our reported revenudsrastaurant profits and has increased the
importance of system sales as a key performanceurma/Ne substantially completed our refranchigirggram in 2001.
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The following table summarizes our refranchisingaties:

12 Weeks Ended

3/2 3/02  3/24/01
Number of units refranchised 36 57
Refranchising proceeds, pre-tax $ 19 $ 14
Refranchising gains, pre-tax $ 3 % 4

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

The following table summarizes Company store clesativities:

12 Weeks Ended



Number of units closed 37 61
Store closure costs $ 8 $ 2
Impairment charges for stores to be closed $ 3 % 3

The impact on ongoing operating profit arising froor refranchising and store closures is the néajthe estimated reduction in Company
sales, restaurant margin and general and admitstexpenses and (b) the estimated increasenliise fees. The amounts presented below
reflect the estimated impact from stores that vegrerated by us for all or some portion of the corapke period in 2001 and are no longer
operated by us as of March 23, 2002.

The following table summarizes the estimated impactevenue of refranchising and store closures:

12 Weeks Ended 3/23/02

uU.S. International Worldwide
Reduced sales $ (58) $ (15) $ (73)
Increased franchise fees 1 1 2
Reduction in total revenues $ (57) $ (19 $ (71)

The following table summarizes the estimated impacbngoing operating profit of refranchising amafe closures:

12 Weeks Ended 3/23/02

u.s. International Worldwide
Decreased restaurant margin $ () $ Q) $ (8
Increased franchise fees 1 1 2
Decreased G&A 1 - 1
Decrease in ongoing operating profit $ (5) $ - $ (5

Pending Acquisition

On March 12, 2002, TRICON entered into a definitaggeement to purchase Yorkshire Global Restayramis("Y GR"), the parent compa
of Long John Silver's and A&W All American Food Ragrants ("A&W"). See Note 13 for a discussiont® pending acquisition.
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Based in Lexington, Kentucky, privately held YGRsaaeated in 1999 following the merger of Long J8fimer's and A&W. YGR has over
2,000 restaurants, including 121 multibranded Laoign Silver's/A&W restaurants. System sales areoappately $1.1 billion, including
$0.8 billion from Long John Silver's and $0.3 lflifrom A&W. Long John Silver's was founded in 196% is the largest quick-service
seafood chain worldwide. A&W was founded in 1918 & known for its signature frosty mug root bleats, all-American pure-beef
hamburgers and hot dogs.

Worldwide Results of Operations



3/23/02 3/24/01 % B(W)
System sales(a) $ 5,243 $ 4,979 5
Company sales $ 1,426 $ 1,326 7
Franchise and license fees 188 180 5
Revenues $ 1,614 $ 1,506 7
Company restaurant margin $ 223 $ 186 19
% of Company sales 15.6% 14.1% 1.5 ppts.
Ongoing operating profit $ 224 $ 180 24
Facility actions net (loss) gain (9) (2) NM
Unusual items income (expense) 11 (2) NM
Operating profit 226 176 28
Interest expense, net 34 39 15
Income tax provision 68 49 (39)
Net income $ 124 $ 88 41
Diluted earnings per share $ 0.80 $ 0.59 37

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

Worldwide Restaurant Unit Activity

Uncon solidated

Company  Affi liates Franchisees Licensees Total
Balance at December 29, 2001 6,435 2 ,000 19,263 2,791 30,489
New Builds 93 24 119 29 265
Acquisitions 1 38 (39) - -
Refranchising (36) 4) 40 - -
Closures (37) 4) (149) (74) (264)
Balance at March 23, 2002 6,456 2 ,054 19,234 2,746 30,490
% of Total 21% 7% 63% 9%  100%

Worldwide System Sales

System sales increased $264 million or 5%, af@¥aunfavorable impact from foreign currency tratisla The increase resulted from new
unit development and same store sales growth gligrtiffset by store closures.
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Worldwide Revenues

Company sales increased $100 million or 7% in thexrtgr, after a 1% unfavorable impact from foreigmrency translation. The increase
resulted from new unit development, same storesgal@wvth in the U.S. and acquisitions of restawrfmm franchisees. The increase was
partially offset by refranchising and store closure

Franchise and license fees increased $8 millids%arafter a 1% unfavorable impact from foreign enny translation. The increase was
driven by same store sales growth and new unitldpreent, partially offset by store closures.

Worldwide Company Restaurant Margin

12W eeks Ended
3/23/02 3/24/01
Company sales 100.0% 100.0%
Food and paper 30.8 30.9
Payroll and employee benefits 27.7 27.9
Occupancy and other operating expenses 25.9 27.1
Company restaurant margin 15.6% 14.1%

Restaurant margin as a percentage of sales incregpeoximately 150 basis points in the quarteduiting the favorable impact of 50 basis
points from the adoption of SFAS No. 142, "Goodwitid Other Intangible Assets" ("SFAS 142"). U.Staarant margin increased
approximately 190 basis points and Internationstiargrant margin increased approximately 70 basiggpo

Worldwide General and Administrative Expenses

Worldwide general and administrative expenses asad $9 million or 5% in the quarter. The increaas driven by higher compensation-
related costs.

Worldwide Franchise and License Expenses

Franchise and license expenses decreased $7 nuitlidd%o in the quarter. The decrease was primdrilyen by lower provisions for doubtf
franchise and license fee receivables.

Worldwide Other (Income) Expense

12w eeks Ended
3123102 32401 % BW)
Equity income $ (5 _ $ (5) -------- 3
Foreign exchange net loss - 1 NM
Other (income) expense $ (5 - $- -“E;l-)“ 22

Equity income was essentially flat in the quarfdre favorable impact from the adoption of SFAS &3 offset by the unfavorable impaci
foreign currency translation.
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Worldwide Facility Actions Net Loss (Gain)

We recorded facility actions net loss of $9 milliamd $2 million for the 12 weeks ended March 282@&nd March 24, 2001, respectively.
See the Store Portfolio Strategy section for metaitiof our refranchising and closure activitiesl&Note 6 for a summary of facility actions
net loss (gain).

Worldwide Ongoing Operating Profit

12w eeks Ended
3/23/02 3/24/01 % B(W)
United States $ 175 $ 140 25
International 82 74 11
Unallocated and corporate expenses (33 ) (33) (1)
Foreign exchange net (loss) - (1) NM
Ongoing operating profit $ 224 $ 180 24

U.S. and International ongoing operating profitttoe first quarter of 2002 are discussed in thpaesve sections.

Worldwide Interest Expense, Net

12 Week s Ended
3123002 324001 %BW)
Interest expense $ 35 $ 42 17%
Interest income Q) 3) (42)%
Interest expense, net $ 34 $39 15%

Net interest expense decreased $5 million or 158arfirst quarter of 2002 as compared to the fjtgtrter of 2001. The decrease in our
interest expense in the quarter was primarily dubé decrease in our average debt balance.

Worldwide Income Taxes

12 Weeks Ended

3/23/02 3/24/01

Reported
Income taxes $ 68 $ 49
Effective tax rate 35.4% 35.6%
Ongoing(a)
Income taxes $ 66 $ 53
Effective tax rate 34.7% 37.3%

A. Excludes the effects of facility actions net Iggain) and unusual items (income) expense. See 6lfdr a discussion of these items.

Beginning in the first quarter of 2002, we chantfeglmethodology we use in allocating taxes betwaeitity actions net loss (gain) and
ongoing operating profit. We believe that this sed methodology is more appropriate because cfuthstantial decline in the magnitude of
facility actions net loss (gain) relative to ongpioperating profit in 2002. This change only aféeictraperiod allocation of income tax



between facility actions net loss (gain) and ongaiperating profit. Accordingly, it has no effect net income for the quarter and will have
no effect on either net income or the allocatiomebme taxes between ongoing
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operating profit and facility actions net loss (géfor the full year. The impact of this changeaam ongoing effective tax rate for the quarter
was insignificant.

The decrease in our ongoing effective tax rateoagpared to first quarter of 2001 was primarilyibtitable to a decrease in the tax rate or
foreign operations, which included the benefit ¢darate change and a favorable change in theofroxir earnings. These decreases were
partially offset by adjustments related to prioagse

Diluted Earnings Per Share

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

12 Weeks Ended(a)
3/23/02 3/24/01(b)
Ongoing operating earnings $ 0.80 $ 0.59
Facility actions net (loss) gain (0.05) 0.01
Unusual items 0.05 (0.01)
Net income $ 0.80 $ 0.59

A. See Note 4 for the number of shares used incdulation.
B. See Note 2 for a discussion of the impact of SEAZ on EPS.

U.S. Results of Operations

12 Weeks Ended

3/23/02 3/2 4/01 % B(W)

System sales $ 3427 $ 3 ,229 6
Company sales $ 1,010 $ 952 6
Franchise and license fees 124 118 5
Revenues $ 1,134 $ 1 ,070 6

$ 159 $ 131 21
Company restaurant margin = —=====
% of Company sales 15.7% 13.8% 1.9 ppts.
Ongoing operating profit $ 175 % 140 25

U.S. Restaurant Unit Activity



Company  Fr anchisees Licensees Total

Balance at December 29, 2001 4,284 12,733 2,545 19,562
New Builds 24 41 29 94
Acquisitions 1 (8] - -
Refranchising (29) 29 - -
Closures (19) (78) (71) (168)
Other(a) - - (30) (30)
Balance at March 23, 2002 4,261 12,724 2,473 19,458
% of Total 22% 65% 13% 100%

A. Represents licensee units transferred from . $ternational.
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U.S. System Sales

System sales increased $198 million or 6%. Theeame was due to same store sales growth and nedewelopment, partially offset by
store closures.

U.S. Revenues

Company sales increased $58 million or 6% in thertgu. The increase resulted from same store gadegh, new unit development and
acquisitions of restaurants from franchisees. Thesiase was partially offset by refranchising aodesclosures.

For the quarter, blended Company same store salesif three Concepts improved 5% due to an inereathe average guest check and
transaction growth. Same store sales at Taco Bakased 8% due to a 4% increase in both transaaiod the average guest check. Same
store sales at KFC increased 5%, driven by a 4%&&se in the average guest check. Same storeasdleza Hut increased 2% due to a 3%
increase in the average guest check partially Dffgéransaction declines.

Franchise and license fees increased $6 millidd%arThe increase was driven by same store saleglyemd new unit development, partie
offset by store closures.

U.S. Company Restaurant Margin

12 Weeks Ended
3/23/02 3/24/01
Company sales 100.0% 100.0%
Food and paper 28.4 28.6
Payroll and employee benefits 31.1 31.0
Occupancy and other operating expenses 24.8 26.6
Company restaurant margin 15.7% 13.8%

Restaurant margin as a percentage of sales increageoximately 190 basis points in the quarteriuiting the favorable impact of 50 basis
points from the adoption of SFAS 142. The remainimgease was driven by same store sales growthirndnease was partially offset by
higher labor costs, primarily wage rat



U.S. Ongoing Operating Profit

Ongoing operating profit increased $35 million 682in the quarter. Excluding the favorable impaetf the adoption of SFAS 142, ongo
operating profit increased 21%. The increase wagiby same store sales growth and lower provisiondoubtful franchise and license
receivables. The increase was partially offsetigpér labor costs and higher G&A expenses drivendiypensation costs.
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International Results of Operations
12 Weeks Ended
3/23/02 3/24 /01 % B(W)
System sales $ 1,816 $ 1, 750 4
Company sales $ 416 $ 374 11
Franchise and license fees 64 62 3
Revenues $ 480 $ 436 10
17
Company restaurant margin -~ $ 64 $ 55
% of Company sales 15.4% 14 7% 0.7 ppts.
Ongoing operating profit $ 82 $ 74 11
International Restaurant Unit Activity
Unco nsolidated
Company Aff iliates  Franchisees Licensees Total
Balance at December 29, 2001 2,151 2,000 6,530 246 10,927
New Builds 69 24 78 - 171
Acquisitions - 38 (38) -
Refranchising (7) (4) 11 -
Closures (18) (4) (72) 3) (96)
Other(a) - - - 30 30
Balance at March 23, 2002 2,195 2,054 6,510 273 11,032
% of Total 20% 19% 59% 2% 100%

A. Represents licensee units transferred from W.$ternational.

International System Sales



System sales increased $66 million or 4%, afté¥aufifavorable impact from foreign currency trariskat The increase resulted from new
unit development and franchisee same store sategtiyrpartially offset by store closures.

International Revenues

Company sales increased $42 million or 11% in thexrigr, after a 2% unfavorable impact from foreignrency translation. The increase was
driven by new unit development, partially offsetdympany same store sales declines.

Franchise and license fees increased approxim@2eigillion or 3%, after a 5% unfavorable impactfréoreign currency translation. The
increase was driven by new unit development ancesstore sales growth, partially offset by storesgtes.
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International Company Restaurant Margin
12w eeks Ended

3/23/02 3/24/01
Company sales 100.0% 100.0%
Food and paper 36.7 36.7
Payroll and employee benefits 19.4 20.0
Occupancy and other operating expenses 28.5 28.6
Company restaurant margin 15.4% 14.7%

Restaurant margin as a percentage of sales increpgpeoximately 70 basis points in the quarteduiiog the favorable impact of 50 basis
points from the adoption of SFAS 142. The remairnimyease was driven by lower restaurant operatirggs, including the cessation of
depreciation expense for the Singapore businedshvidiheld for sale. The increase was partialfgeifby same store sales declines.

International Ongoing Operating Profit

Ongoing operating profit increased $8 million ofA in the quarter, after a 5% unfavorable impaatfforeign currency translation.
Excluding the impact of foreign currency translatand the favorable impact from the adoption of SA42, ongoing operating profit
increased 12%. The increase was driven by newdenitlopment.

Consolidated Cash Flows

Net cash provided by operating activitiesvas $187 million compared to $145 million in 20&kcluding the impact of the AmeriServe
bankruptcy reorganization process, cash providedpeyating activities was $171 million versus $82iom in 2001. This increase was
primarily driven by higher net income and lowerirgst payments.

Net cash used in investing activitiesas $89 million versus $140 million in 2001. Thiacdease of $51 million was primarily due to the
acquisition of fewer restaurants versus 2001, gléyrtdffset by higher capital spending in 2002.

Net cash used in financing activitiesvas $73 million versus net cash provided by finag@ctivities of $20 million in 2001. The incredse
cash usage is primarily due to higher debt repaysnegrsus 2001, partially offset by higher procefeais employee stock option exercises.

Financing Activities

As more fully discussed in Note 7, our primary bangdit agreement, as amended, is comprised afiaraensecured Term Loan Facility a



a $1.75 billion senior unsecured Revolving Creditifty, (collectively referred to as the "Credadilities"). The Credit Facilities mature on
October 2, 2002. At March 23, 2002, we had unusexbRing Credit Facility borrowings available aggating $1.6 billion, net of
outstanding letters of credit of $0.2 billion.

The Credit Facilities subject us to certain mandapwincipal repayment obligations, including pregpeent events as defined in the credit
agreement. Interest on the Credit Facilities isgwincipally on the London Interbank Offered RgtdBOR") plus a variable margin factc
therefore, our borrowing costs fluctuate dependipgn the volatility in LIBOR.
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Amounts outstanding under our Credit FacilitieMatch 23, 2002 have been classified as short-temrotvings in the Condensed
Consolidated Balance Sheet due to the October @@Qdrity. We are currently in negotiations to replahe Credit Facilities prior to the
maturity date with new borrowings, referred tofaes 'tNew Facility." The New Facility is expectedie approximately $1.5 billion with a
three-year term. Interest is expected to be basddBOR plus a variable margin factor. The variatvargin factor is expected to be slightly
higher than that on our Credit Facilities.

On February 22, 2002, we entered into an agreetaarhend certain terms of our Credit Facilitiesisdmendment provides for, among
other things, additional flexibility with respeat cquisitions and other investments. In additiea voluntarily reduced our maximum
borrowings under the Revolving Credit Facility fré#8.0 billion to $1.75 billion. As a result of tresnendment, we capitalized debt costs of
approximately $1.5 million. These costs will be atized into interest expense over the remainirgydifthe related borrowings.

We use derivative financial instruments, includinggrest rate swaps, to lower interest expensavathge our exposure to interest rate risk.
See our market risk disclosure for further discussif our interest rate risk.

Consolidated Financial Condition

Assetsincreased $14 million to $4.4 billion. Capital sgerg was largely offset by depreciation of propephant and equipment and
refranchising of restaurants. The decrease inltber@nce for doubtful accounts from $77 million64 million was primarily the result of
recoveries related to the AmeriServe bankruptcygamization process (see Note 12) and the write@foféceivables previously fully
reserved.

Liabilities decreased $146 million, or 3%, to $4.1 billion. Teerease was primarily attributable to net paydoiiebt. The increase in
current income taxes payable was the result oflagsification from other liabilities and deferredits for taxes that are now expected to be
paid within the next twelve months.

Liquidity

Operating in the QSR industry allows us to genesatestantial cash flows from the operations ofeammpany stores and from our franchise
operations. Franchise operations require a limii@tCON investment in operating assets. Typically, cash flows include a significant
amount of discretionary capital spending. Thougleeline in revenues could adversely impact our fas¥s from operations, we believe our
operating cash flows and our ability to adjust ditionary capital spending and borrow funds wilbal us to meet our cash requirements in
2002 and beyond.

As of March 23, 2002, there were no material charigehe disclosure included in our 2001 Form 1fe#arding significant contractual
obligations and payments, other commercial commitsjeand long-term debt outstanding of unconsdidiatffiliates.

Quantitative and Qualitative Disclosures About Market Risk

The Company is exposed to financial market risk®eiated with interest rates, foreign currency exgfe rates and commodity prices. In the
normal course of business and in accordance witlpalicies, we manage these risks though a vaogsgrategies, which include the use of
derivative financial and commodity instruments &alge our underlying exposures. Our policies prohiife use of derivative instruments for
trading purposes, and we have procedures in ptag®hitor and control their use.
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Interest Rate Risk

Our primary market risk exposure is to changesterest rates, principally in the United States. Afempt to minimize this risk and lower
our overall borrowing costs through the utilizatinderivative financial instruments, primarily énest rate swaps. These swaps are entered
into with financial institutions and have resetefasind critical terms that match those of the uyither debt. Accordingly, any change in
market value associated with interest rate swap#sst by the opposite market impact on the relakebt. The notional amount of interest
swaps did not change during the quarter.

At March 23, 2002 and December 29, 2001, a hypiztdietO0 basis point increase in shtatm interest rates would result in a reductio8s
million and $4 million, respectively, in annual oroe before taxes. The estimated reductions arelhgem the unhedged portion of our
variable rate debt and assume no changes in toeneobr composition of debt. In addition, the faatue of our derivative financial
instruments at March 23, 2002 and December 29, 2@dd decrease approximately $6 million and $3iam| respectively. The fair value
our Senior Unsecured Notes at March 23, 2002 am@iDber 29, 2001 would decrease approximately $idmand $72 million,
respectively. Fair value was determined by disdogrthe projected cash flows.

Foreign Currency Exchange Rate Risk

International ongoing operating profit constituéggproximately 32% of our year-to-date 2002 ongaipgrating profit, excluding unallocated
and corporate expenses. In addition, the Compaey'asset exposure (defined as foreign curren®tsakss foreign currency liabilities)
totaled approximately $1 billion as of March 23p200perating in international markets exposeshmpany to movements in foreign
currency exchange rates. The Company's primarysexpse result from our operations in Asia-Pacifid &urope. Changes in foreign
currency exchange rates would impact the transiatfour investments in foreign operations, the value of our foreign currency
denominated financial instruments and our repdidegign currency denominated earnings and cashsflow

We attempt to minimize the exposure related toimuestments in foreign operations by financing thmsrestments with local currency debt
when practical. In addition, we attempt to minimilhie exposure related to foreign currency denorathfihancial instruments by purchasing
goods and services from third parties in local @ncies when practical. Foreign currency denominfiteghcial instruments consist primarily
of intercompany shotierm receivables and payables. At times, we utflizeard contracts to reduce our risk exposureed|#o these foreig
currency denominated financial instruments. Théomat amount and maturity dates of these contmaetieh those of the underlying
receivables or payables such that our foreign aagrexchange risk related to these instrumentingrated.

Commodity Price Risk

We are subject to volatility in food costs as autesf market risk associated with commodity pric@sir ability to recover increased costs
through higher pricing is, at times, limited by #h@mpetitive environment in which we operate. Wenagge our exposure to this risk primarily
through pricing agreements as well as, on a limi@sis, commodity future and option contracts. Cadity future and option contracts
outstanding at March 23, 2002 were not significarthe Consolidated Financial Statements. There wercommaodity future or option
contracts outstanding at December 29, 2001.
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Cautionary Statements

From time to time, in both written reports and atatements, we present "forward-looking statememithin the meaning of Section 27A of
the Securities Act of 1933, as amended, and Se2ti&of the Securities Exchange Act of 1934, asraleé. The statements include those
identified by such words as "may," "will," "expéctanticipate,” "believe," "plan" and other simil@rminology. These "forwa-looking



statements" reflect our current expectations reggriiture events and operating and financial perence and are based upon data available
at the time of the statements. Actual results s oisks and uncertainties, including both thosHjr to the Company and those specific to
the industry, and could differ materially from egpations.

Company risks and uncertainties include, but atdimited to, potentially substantial tax contingés related to the Spin-off, which, if they
occur, require us to indemnify PepsiCo, Inc.; alystantial debt leverage and the attendant poteastiction on our ability to borrow in the
future, as well as our substantial interest expanskprincipal repayment obligations; our abiliyréplace or refinance the Credit Facilities at
reasonable rates; potential unfavorable varianeesden estimated and actual liabilities including liabilities related to the sale of the non-
core businesses; our ability to secure alternatisibution of products and equipment to our restats and our ability to ensure adequate
supply of restaurant products and equipment irstares; the ongoing financial viability of our fidhisees and licensees; volatility of
actuarially determined losses and loss estimatg@@daption of new or changes in accounting poliaeies practices including pronounceme
promulgated by standard setting bodies.

Industry risks and uncertainties include, but arelimited to, global and local business, econoamid political conditions; legislation and
governmental regulation; competition; success @frafing initiatives and advertising and promotiogffbrts; volatility of commodity costs;
increases in minimum wage and other operating castlability and cost of land and constructioansumer preferences, spending patterns
and demographic trends; political or economic iniditst in local markets and changes in currencyrexme and interest rates.
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Independent Accountants' Review Report

The Board of Directors
TRICON Global Restaurants, Inc.:

We have reviewed the accompanying condensed cdasadi balance sheet of TRICON Global Restauramtsand Subsidiaries
("TRICON") as of March 23, 2002 and the relateddmsed consolidated statements of income and kagh for the twelve weeks ended
March 23, 2002 and March 24, 2001. These condermesblidated financial statements are the respiibsitl TRICON's management.

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

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

We have previously audited, in accordance with ttnglistandards generally accepted in the UniteteStaf America, the consolidated
balance sheet of TRICON as of December 29, 200l tlenrelated consolidated statements of inconsh ftaws and shareholders' equity
(deficit) and comprehensive income for the yeantbieded not presented herein; and in our repoetdda¢bruary 7, 2002, except as to Note
12 which is as of February 22, 2002, we expreseathgualified opinion on those consolidated finahstatements. In our opinion, the
information set forth in the accompanying condersatsolidated balance sheet as of December 29, POfHrly presented, in all material
respects, in relation to the consolidated balaheetsfrom which it has been derived.

KPMG LLP
Louisville, Kentucky
April 25, 2002
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PART Il - Other Information and Signatures

Item 1. Legal Proceedings

Information regarding legal proceedings is incogbed by reference from Note 11 to the Company'sd€esed Consolidated
Financial Statements set forth in Part | of thizomé.

Item 6. Exhibits and Reports on Form 8-K

(@ Exhibit Index

EXHIBITS

Exhibit 12 Computation of RatibEarnings to Fixed Charges

Exhibit 15 Letter from KPMG LLiegarding Unaudited Interim Financial Informatigxc¢ountants'
Acknowledgment)

(b) Reports on Form 8-K

We filed a Current Report on Form 8-K dated Jan2&ry2002, announcing the appointment of ThomasRya
our Board of Directors.

We filed a Current Report on Form 8-K dated Febrddr, 2002, attaching our fourth quarter and figesr
ended December 29, 2001 earnings release datedaffgldrl, 2002.

We filed a Current Report on Form 8-K dated Mardh2002, announcing the signing of a definitiveeggnent
to acquire Long John Silver's and A&W All AmerickRnod Restaurants, owned by Yorkshire Global
Restaurants, Inc. and that the Company will chatsggame to Yum! Brands, Inc.
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SIGNATURES

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

TRICON GLOBAL RESTAURANTS, INC.
(Registran

Date: May 2, 2002 /sl Brent A. Woodford
Vice President and Controller
(Principal Accounting Officer
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EXHIBIT 12
TRICON Global Restaurants, Inc.
Ratio of Earnings to Fixed Charges Years Ended 202
and 12 Weeks Ended March 23, 2002 and March 24, 200
(in millions except ratio amounts)
52 53
Weeks Weeks  [f[---------- 52 Weeks--------- /12
2001 2000 1999 1998 1997  3/23/02

Ear ni ngs:

Pretax income from continuing

operations before cumulative effect of

accounting changes(a) $ 733 $684 $1038 $ 756 $ (35 $ 192

Minorities interests in consolidated
subsidiaries - - - - -

Unconsolidated affiliates' interests,

net(a) (7) 13 @@ @) @ ©6

Interest expense(a) 172 190 218 291 290 35

Interest portion of net rent expense(a) 93 87 90 105 118 23

Earnings available for fixea-(;;w-f:l-rges $ 991 $ 948 $1,334 $1,142 $ 370 $ 245
Fi xed Charges: B i

Interest Expense(a) $ 172 $190 $ 218 $ 291 $ 290 $ 35

Interest portion of net rent expense(a) 93 87 90 105 118 23

Total Fixed Charges $ 265 $277 $ 308 $ 396 $ 408 $ 58

Ratio of Earnings to Fixed
Charges(b)(c) 3.74x 3.42x 4.33x  2.88x 0.91x  4.22x

A. Included in earnings for 1997 are certain allanad related to overhead costs and interest exdemsePepsiCo. For purposes of these
ratios, earnings are calculated by adding to (sihtrg from) pretax income from continuing operasidoefore income taxes and
cumulative effect of accounting changes the follmyvifixed charges, excluding capitalized interéstjuity income (loss) from
unconsolidated affiliates); and distributed incafiteen unconsolidated affiliates. Fixed charges csinsi interest on borrowings, the
allocation of PepsiCo's interest expense for 19firthat portion of rental expense that approximatesest.

B. Included the impact of unusual items (income)esge of $(11) million and $2 million for the 12 weended March 23, 2002 and
March 24, 2001, respectively. The full year impaes $(3) million in 2001, $204 million in 2000, $&dillion in 1999, $15 million in
1998, and $184 million in 1997. Excluding the impaicthese unusual items, the ratio of earningixad charges would have been
4.03x and 3.21x for the 12 weeks ended March 282 2hd March 24, 2001, respectively and 3.73x,>4.4819x, 2.92x, and 1.36x f
the fiscal years ended 2001, 2000, 1999, 1998;188d, respectively.



C. For the fiscal year ended December 27, 1997 jregsnwvere insufficient to cover fixed charges bpm@aximately $38 million. Earnings
in 1997 included a charge of $530 million takerthie fourth quarter to refocus our business.

EXHIBIT 15

Accountants' Acknowledgment

The Board of Directors
TRICON Global Restaurants, Inc.:

We hereby acknowledge our awareness of the useragport dated April 25, 2002 included within Qearterly Report on Form 10-Q of
TRICON Global Restaurants, Inc. for the twelve weekded March 23, 2002, and incorporated by rederenthe following Registration
Statements:

Description Reqistration Statement Number

Forms &£-3 and S-3/A

YUM Direct Stock Purchase Progre 33546242
$2,000,000 Debt Securitit 33342969
Form S-8s
Tricon Restaurants Puerto Rico, Inc. S-Up Plan 33:2-85069
Restaurant Deferred Compensation F 33336877, 33-32050
Executive Income Deferral Progre 333-36955
TRICON Lon¢-Term Incentive Pla 333-36895, 33-85073, 33-32046
SharePower Stock Option PI 33536961
TRICON Lon¢-Term Savings Progra 33:-36893, 33-32048
Tricon Global Restaurants, Inc. Restaurant Gemndealager

Stock Option Pla 33:-64547
Tricon Global Restaurants, Inc. Long Term IncentNan 335-32052

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

KPMG LLP
Louisville, Kentucky
May 2, 2002
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