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PART |

ltem 1. Business.

TRICON Global Restaurants, Inc. (referred to heesf TRICON" or the "Company") was incorporated ermithe laws of the state of North
Carolina in 1997. The principal executive officdsSTRICON are located at 1441 Gardiner Lane, LollisyKentucky 40213, and its telephc
number at that location is (502) 874-8300.

TRICON, the registrant, together with its restati@rerating companies and other subsidiariesfésrasl to in this Form 10-K annual report
("Form 10-K") as the Company. Prior to October 91, the business of the Company was conducteapgi®€o, Inc. ("PepsiCo") through
various subsidiaries and divisions.

This Form 10-K should be read in conjunction whik Cautionary Statements on page 36.
A. General Development of Business

In January 1997, PepsiCo announced its decisigpiteoff its restaurant businesses to sharehobtesn independent public company (the
"Spin-off"). Effective as of October 6, 1997, P&psidisposed of its restaurant businesses by disinidpall of the outstanding shares of
common stock of TRICON to its shareholders. TRICOGHmmon Stock began trading on the New York SEbahange on October 7, 1997
under the symbol "YUM." (Prior to that date, froraggember 17, 1997 through October 6, 1997, TRIC@dImmMon Stock was traded on the
New York Stock Exchange on a "wl-issued" basis). As used in this FormKOreferences to TRICON or the Company includeftistorica
operating results of the businesses and operaitiansferred to the Company in the Spin-off. Additifly, throughout this Form 10-K, the
terms "restaurants,” "stores" and "units" are ustatchangeably.

B. Financial Information about Operating Segments

TRICON consists of four operating segments: KF@z®&iHut, Taco Bell and TRICON Restaurants Inteomati ("TRI" or "International).
For financial reporting purposes, management censithe three U.S. operating segments to be sianildstherefore, has aggregated them
into a single reportable operating segment. Opggaegment information for the years ended Dece2®e2001, December 30, 2000, and
December 25, 1999 is included in Management's Bgon and Analysis of Financial Condition and Ressaf Operations ("MD&A") in Part
I, Item 7, pages 17 through 36 and in the rel&edsolidated Financial Statements and footnot®am I, Item 8, pages 37 through 73.

C. Narrative Description of Business
General

TRICON is the world's largest quick service restati("QSR") company based on number of system,umits more than 30,000 units in
over 100 countries and territories. The TRICON aigation is currently made up of four operating pamies organized around its three core
concepts: KFC, Pizza Hut and Taco Bell (the "Cot&®pThe four operating companies are KFC, Pizag Faco Bell and TRI.

Restaurant Concepts

Through its three widely-recognized Concepts, tbenfany develops, operates, franchises and licenaesldwide system of restaurants
which prepare, package and sell a menu of compaiitpriced food items. These restaurants are ¢geitay the Company or, under the terms
of franchise or license agreements, by franchisedisensees who are independent third partiebyanternational affiliates in which we own
a nor-controlling equity interest ("Unconsolidated Aféites").



In each Concept, consumers can dine in and/or cartrfood. In addition, Taco Bell and KFC offer @vé-thru option in many stores. Pizza
Hut offers a drive-thru option on a much more lditasis. Pizza Hut and, on a much more limitegspE&C offer delivery service.

Each Concept has proprietary menu items and engdsattie preparation of food with high quality irdjests as well as unigue recipes and
special seasonings to provide appealing, tastyaftractive food at competitive prices.

The franchise program of the Company is designessore consistency and quality, and the Compassiégtive in granting franchises.
Under the standard franchise agreement, franchisegsy capital - initially by paying a franchiseefto TRICON, purchasing or leasing the
land and building and purchasing equipment, sigeating, inventories and supplies, and over thgdoterm, by reinvesting in the business.
Franchisees then contribute to the Company's resetiiough the payment of royalties based on aptage of sales.

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

The Company is actively pursuing the strategy okitmanding, where two or more of its Concepts @perated in a single restaurant unit. In
addition, the Company is testing multibranding ops involving one of its Concepts and a restaurantept not owned by or affiliated with
TRICON. By combining two or more restaurant conséptone location, particularly those that have pEmentary daypart strengths, the
Company believes it can generate higher sales vadifrom such units, significantly improve returmsper unit investment, and enhance its
ability to penetrate a greater number of tradesatie@ughout the U.S. and internationally. Throtlghconsolidation of market planning
initiatives across all three of its Concepts, tlenpany has established multi-year development gdgrisade area to optimize franchise and
company penetration of all three Concepts and fane returns on its existing asset base. The dpwednt of multibranded units may be
limited, in some instances, by prior development/anterritory rights granted to franchisees.

At year-end 2001, there were 1,520 multibrandetsunithe worldwide system. These units were cosagriof 1,394 units offering food
products from two of the Concepts (a "2n1"), 45spifering food products from each of the Concéats3n1") and 81 units offering food
products from one of the Concepts and a restasartept not owned by or affiliated with TRICON.

Restaurant Operations

Through its Concepts, TRICON develops, operatasichiises and licenses a system of both traditeméinon-traditional QSR restaurants.
Traditional units feature dine-in, carryout andsome instances, drive-thru or delivery servicemaditional units, which are typically
licensed outlets, include express units and kiedkish have a more limited menu and operate in maditional locations like airports,
gasoline service stations, convenience storesustad amusement parks and colleges, where a fale graditional outlet would not be
practical or efficient.

The Company's restaurant management structuresuayieoncept and unit size. Generally, each Compestaurant is led by a restaurant
general manager ("RGM"), together with one or massistant managers, depending on the operatingleritypand sales volume of the
restaurant. Each restaurant usually has betweand.@5 hourly employees, most of whom work paretiifhe Company's four operating
companies each issue detailed manuals coveriragjadicts of their respective operations, includaagifhandling and product preparation
procedures, safety and quality issues, equipmeinttemance, facility standards and accounting cépitmcedures. The restaurant
management teams are responsible for the day-t@kenation of each unit and for ensuring complianith operating standards. CHAMPS -
which stands for Cleanliness, Hospitality, Accurddaintenance, Product Quality and Speed of Senis@ur core systemwide program for
training, measuring and rewarding employee perfogaagainst key customer measures. CHAMPS is iatetalalign the operating
processes of our entire system around one seamdatds. RGMs' efforts, including

CHAMPS performance measures, are monitored byraegegers or market coaches. Market coaches typiealk with approximately six
twelve restaurants. The Company's restaurantsisited/from time to time by various senior operattur help ensure adherence to system
standards and mentor restaurant team members.

RGMs attend and complete their respective operatimgpany's required training programs. These progreonsist of initial training, as we



as additional continuing development and trainirggpams that may be offered or required from timérhe. Initial manager training
programs generally last at least six weeks and asiph leadership, business management, supengkitis/(including training, coaching,
and recruiting), product preparation and productsafety, quality control, customer service, lalmanagement, and equipment maintenance.

Following is a brief description of each Concept:
KFC

e KFC was founded in Corbin, Kentucky by Colonel ldad D. Sanders, an early developer of the quickiceefood business and a
pioneer of the restaurant franchise concept. THer@bperfected his secret blend of 11 herbs afmksgor Kentucky Fried Chicken
1939 and signed up his first franchisee in 1952CKd$-based in Louisville, Kentucky.

As of year-end 2001, KFC was the leader in the th&ken QSR segment among companies featuringehias their primary
product offering, with a 46 percent market sharthat segment which is over 4 times that of itseki national competitor.

KFC operates in 85 countries and territories thhoug the world. As of year-end 2001, KFC had 5,868s in the U.S., and 6,416
units in 84 countries and territories outside th8.WApproximately 24 percent of the U.S. units &apercent of the non-U.S. units are
operated by the Company.

While product offerings vary throughout the worldeisystem, all KFC restaurants offer fried chickerthe-bone products, primarily
marketed under the names Original Recipe and sty Crispy. Other principal entree items incletieken sandwiches (including
the Twister), Colonel's Crispy Strips, and, seabpn@hunky Chicken Pot Pies. KFC restaurants affer a variety of side items, su
as biscuits, mashed potatoes and gravy, colestaw, Potato Wedges (in the U.S.) and french friegside of the U.S.), as well as
desserts. Restaurant decor is characterized byndge of the Colonel, and KFC's distinctive packggncludes the "Bucket" of
chicken.

Pizza Hut

e The first Pizza Hut restaurant was opened in 185&ichita, Kansas, and within a year, the firshfihise unit was opened. Today,
Pizza Hut is the largest restaurant chain in thedwapecializing in the sale of ready-#at pizza products. Pizza Hut is based in De
Texas.

e As of year-end 2001, Pizza Hut was the leaderanils. pizza QSR segment, with a 15 percent mahage in that segment.

e Pizza Hut operates in 87 countries and territdhesughout the world. As of year-end 2001, Pizza lkhd 7,719 units in the U.S., and
4,272 units outside of the U.S. Approximately 28cpeat of the U.S. units and 18 percent of the nd®-Wnits are operated by the
Company.

e Pizza Hut features a variety of pizzas, which nmejjude Twisted Crust, The Big New Yorker, Pan PjZ#@n 'n Crispy, Stuffed

Crust, Hand Tossed, Sicilian and The Insider. Eddhese pizzas are offered with a variety of défe toppings. In some restaurants,
Pizza Hut also offers breadsticks, pasta, saladsandwiches. The distinctive Pizza Hut image @ibpideatures a bright red roof.

Taco Bell

e The first Taco Bell restaurant was opened in 196&ken Bell in Downey, California, and in 1964, tfirst Taco Bell franchise was
sold. Taco Bell is based in Irvine, California.

e As of year-end 2001, Taco Bell was the leader énUhS. Mexican QSR segment, with a 64 percent matiae in that segment.

e Taco Bell operates in 14 countries and territottiesughout the world. As of year-end 2001, thereen@444 Taco Bell units within
the U.S., and 239 units outside of the U.S. Apprately 20 percent of the U.S. units and 16 peraétite non-U.S. units are operated
by the Company.

e Taco Bell specializes in Mexican-style food produatcluding various types of tacos, burritos, Gia] Chalupas, Grilled Stuft
Burritos, quesadillas, salads, nachos and othatectitems. Taco Bell units feature a distinctied lngo on their signage.

I nter national



The international operations of the three TRICONE3pts are consolidated into a separate operatimgany, which has directed its focus
toward franchise system growth and concentratioBafipany development in those markets in whictChmpany believes sufficient scale
is achievable. TRI has developed global systems@wid designed to improve marketing, operationssigtency, product delivery, market
planning and development and franchise supportiliyaTRI is based in Dallas, Texas.

As of year-end 2001, TRI had 10,927 units. Appraadialy 20 percent of these units are operated bZtdmpany. In 2001, TRI accounted for
35 percent of the Company's total system saleS8amkrcent of the Company's revenues.

Operating Structure

In all three of its Concepts, the Company eitharates units or they are operated by independanthiisees or licensees. Franchisees can
range in size from individuals owning just a fewtsiio large publicly traded companies. In addititre Company owns non-controlling
interests in Unconsolidated Affiliates who opersitailar to franchisees. As of year-end 2001, apipnately 21 percent of TRICON's
worldwide units were operated by the Company, axprately 63 percent by franchisees, approximatghg@&ent by licensees and
approximately 7 percent by Unconsolidated Affilste

Refranchising

Since 1995, the Company has been rebalancing #temnsytoward more franchisee ownership to focuse#surces on what it believes are t
growth potential markets where it can more effidieteverage its scale. Since the strategy bedmnCompany has refranchised 6,128 units:
233 units in 2001, 757 units in 2000, 1,435 unit4999, 1,373 units in 1998, 1,407 units in 19%A @nits in 1996 and 264 units in 1995. As
a result of the Company's refranchising activigygled with new points of distribution added bynithisees and licensees and the program tc
upgrade the asset portfolio by closing underperfiognstores, the Company's overall ownership ofl ®tatem units declined 26 percentage
points in seven years from 47 percent at year-&®d 10 21 percent at year-end 2001. The refranwhisiogram was substantially completed
in 2001. In the future, the Company may sell adddi stores to, or purchase stores from, franahidieense operators as it deems
appropriate.

Supply and Distribution

The Company is a substantial purchaser of a nuoififeod and paper products, equipment and othéawesnt supplies. In 1996, to ensure
reliable sources, the Company consolidated moiss @forldwide food and supply procurement actigtimmder an internal organization called
Supply Chain Management, which sources, negot@esacts and buys specified food and supplies fiandreds of suppliers in a
significant number of countries and territoriesp@ly Chain Management monitors market trends arlisst identify and capitalize on
purchasing opportunities that will enhance the Camys competitive position. The principal prodymischased include beef, cheese, chic
products, cooking oils, corn, flour, lettuce, paped packaging materials, pinto beans, pork, sé@g®ncertain beverage products and tomato
products.

Effective as of March 1, 1999, the Company, aloiitp the KFC National Purchasing Cooperative, Imd gepresentatives of the Company's
KFC, Pizza Hut and Taco Bell franchisee groupantmx the Unified FoodService Purchasing Co-op, Lth@ (Unified Co-op") for the
purpose of purchasing certain restaurant produatsguipment in the U.S. The core mission of thdi&hCo-op is to provide the lowest
possible sustainable store-delivered prices faateant products and equipment. This arrangemenbiees the purchasing power of the
Company and franchisee restaurants in the U.Schathe Company believes will further leverage ths&esm's scale to drive cost savings and
effectiveness in the purchasing function. In 2Qfirchasing volume for the Unified Co-op was apprately $3.8 billion, making it the
largest purchasing cooperative of its kind in ttf&Rdndustry. The Company also believes that thdi€thiCo-op has resulted (and should
continue to result) in closer alignment of intesestd a stronger relationship with its franchisemmunity.

To ensure the wholesomeness of all food produsfmlrs are required to meet or exceed strictiguabntrol standards. Lontgrm contract
and long-term vendor relationships are used torereirilability of products. The Company has nqtexienced any significant continuous
shortages of supplies, and alternative sourcesémt of these products are generally availableeBrnpaid for these supplies may be subje
fluctuation. When prices increase, the Company b@agble to pass on such increases to its custoaittrsygh there is no assurance this can
be done in the future.

Historically, many food products, paper and packggupplies, and equipment used in the operatisheo€ompany's restaurants were
distributed to individual Company units by Pepsimd Services ("PFS"), which was PepsiCo's restadliatribution operation prior to its
sale by PepsiCo in 1997 as described below. PlESsald and distributed these same items to mamgliiaees and licensees that operated in
the three restaurant systems, though principalRizaa Hut and Taco Bell franchised/licensed unithe U.S. In May 1997, KFC, Pizza Hut
and Taco Bell entered into a five-year Sales aradribution Agreement with PFS to distribute the oniy of their food and supplies for
Company stores, subject to PFS maintaining cep@iformance levels. The Sales and Distribution Agrent became effective upon -



closing of the sale by PepsiCo of the distributiisiness of PFS to AmeriServe Food Distribution, (M AmeriServe"), a subsidiary of
Holberg Industries, Inc., pursuant to a definitagreement dated as of May 23, 1997, as amended.

Effective as of November 1, 1998, TRICON, KFC, Ritiut and Taco Bell entered into an amended artdteesSales and Distribution
Agreement with AmeriServe (the "Amended AmeriSekgeeement") which provided for a two and one-haéyextension of the term of the
original agreement with PFS through January 208%ell as an additional two and one-half year rexi@ption that could extend the
contract, based on market rates, through July 2008 Amended AmeriServe Agreement substantiallyifieatithe way in which distribution
fees are calculated, and included incentives filizimg more efficient distribution practices by thoparties. Under the terms of the Amended
AmeriServe Agreement, KFC, Pizza Hut and Taco Belinpany restaurants in the U.S. could generallypetalternative distributors.

On January 31, 2000, AmeriServe filed for protacttimder Chapter 11 of the U.S. Bankruptcy Codelah pf reorganization for AmeriServe
(the "POR") was approved by the U.S. Bankruptcyr€on November 28, 2000. The POR provided for #ie of the AmeriServe U.S.
distribution business to McLane Company, Inc. ("Maok"), a

subsidiary of Wal-Mart, effective on November 3008. In connection with this sale, the Company egte certain amendments to the
Amended AmeriServe Agreement, including an extensithe Amended AmeriServe Agreement through Gat@4, 2010. Beginning on
November 30, 2000, McLane assumed all supply astiilolition responsibilities under the Amended Ar8erive Agreement, as well as un
distribution agreements covering a substantialipof the Pizza Hut and Taco Bell franchise systend, to a lesser extent, the KFC
franchise system.

A discussion of the impact of the AmeriServe bapkey on the Company is contained in Note 22 toGbasolidated Financial Statements on
page 68.

TRICON, KFC, Pizza Hut, Taco Bell and TRI have astered into multi-year agreements with Pepsi-Qampany regarding the sale of
Pepsi-Cola beverage products at Company stores.

Trademarks and Patents

The Company has numerous registered trademarksesmide marks. The Company believes that manyesfedimarks, including its Kentuc
Fried Chicken®, KFC®, Pizza Hut® and Taco Bell@deaarks, have significant value and are materialjyortant to its business. The
Company's policy is to pursue registration of iportant trademarks whenever feasible and to opgigseously any infringement of its
trademarks. The use of the Company's trademarksbghisees and licensees has been authorized@ Rigza Hut and Taco Bell franchise
and license agreements. Under current law andpither use, the Company's rights in its trademeaksgenerally last indefinitely. The
Company also has certain patents on restaurarpreuat which, while valuable, are not material sobitisiness.

Working Capital

Information about the Company's working capitahiduded in MD&A in Part Il, Item 7, pages 17 thghu36 and the Consolidated
Statements of Cash Flows in Part I, Item 8, p&jyethrough 73.

Customers

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

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

Backlog Orders

Company restaurants have no backlog orders.

Government Contracts

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



Competition

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

Research and Development ("R&D")

The Company operates R&D facilities in Louisvilkeentucky; Dallas, Texas; and Irvine, California.eT@ompany expensed $28 million in
2001 and $24 million in both 2000 and 1999 for R&®ivities. From time to time, independent supgligiso conduct research and
development activities for the benefit of the TRIE@staurant system.

Environmental Matters

The Company is not aware of any federal, stateaallenvironmental laws or regulations that willterally affect its earnings or competitive
position, or result in material capital expenditrgdowever, the Company cannot predict the effadtoperations of possible future
environmental legislation or regulations. Duringd20there were no material capital expendituregftironmental control facilities and no
such material expenditures are anticipated.

Government Regulation

U.S The Company is subject to various federal, statklacal laws affecting its business. Each of thenBany's restaurants must comply
with licensing and regulation by a number of goveental authorities, which include health, sanitateafety and fire agencies in the state or
municipality in which the restaurant is locatedafidition, each of the TRICON operating companiestieomply with various state laws that
regulate the franchisor/franchisee relationshipda@te, the Company has not been significantly &ffeby any difficulty, delay or failure to
obtain required licenses or approvals.

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

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

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

The Company continues to monitor its facilities éempliance with the Americans with DisabilitiestAtADA") in order to conform to its
requirements. Under the ADA, the Company coulddmpiired to expend funds to modify its restauramisetiter provide service to, or make
reasonable accommodation for the employment ofibdsl persons. We believe that expenditures, ifired, would not have a material
adverse effect on the Company's operations.

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



Employees

As of year-end 2001, the Company employed appraeiin210,000 persons, over 65 percent of whom \paretime employees. Over 55
percent of the Company's employees are employtteib).S. The Company believes that it provides wmgriconditions and compensation
that compare favorably with those of its principainpetitors. Most Company employees are paid dmanly basis. The Company's nthS.
employees are subject to numerous labor couneaitiogiships that vary due to the diverse cultureshich the Company operates. The
Company considers its employee relations to be good

D. Financial Information about International and U.S. Operations

Financial information about International and Uh&rkets is incorporated herein by reference frotac®ed Financial Data in Part Il, Item 6,
page 16; Management's Discussion and Analysisrafrfeial Condition and Results of Operations ("MD&AY Part Il, Item 7, pages 17
through 36; and in the related Consolidated Firar&tatements and footnotes in Part Il, Item 8gpa®y through 73.

Item 2.  Properties.

As of year-end 2001, TRICON Concepts owned ovedd jfhits and leased over 2,600 units in the Ural;ERI owned approximately 400
units and leased almost 1,800 units outside the Co&pany restaurants in the U.S. which are notealnare generally leased for initial terms
of 15 or 20 years and generally have renewal optibawever, Pizza Hut delivery/carryout units ia th.S. generally are leased for
significantly shorter initial terms with short ramal options. Pizza Hut leases its and TRI's cofjgdneadquarters and research facility in
Dallas, Texas. Taco Bell leases its corporate hesders in Irvine, California and KFC owns its aridICON's corporate headquarters and a
research facility in Louisville, Kentucky. In adidih, TRICON leases office facilities for accountisgrvices in both Louisville, Kentucky, and
Albuquerque, New Mexico. Additional information alicghe Company's properties is included in the Glaated Financial Statements and
footnotes in Part I, Item 8, pages 37 through 73.

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

Item 3. Legal Proceedings.

The Company is subject to various claims and cgeticies related to lawsuits, taxes, real estatésagmental and other matters arising in
the normal course of business. The following isieftiiescription of the more significant of thesgegjories of lawsuits and other matters.
Except as stated below, the Company believesleatltimate liability, if any, in excess of amouatseady provided for these matters in the
Consolidated Financial Statements, is not likelhawe a material adverse effect on the Companysamesults of operations, financial
condition or cash flows.

Franchising

A substantial number of the restaurants of eadchefConcepts are franchised to independent bugisegrerating under arrangements witt
Concepits. In the course of the franchise relatigngtcasional disputes arise between the Compiaahyts franchisees relating to a broad
range of subjects, including, without limitatioruadity, service, and cleanliness issues, contestiegarding grants, transfers or terminations
of franchises, territorial disputes and delinquyeatments.

Suppliers

The Company, through approved distributors, purebdsod, paper, equipment and other restaurantisggmm numerous independent
suppliers throughout the world. These suppliersageired to meet and maintain compliance withGoenpany's standards and specificati
On occasion, disputes arise between the Companitsasdppliers on a number of issues, including,imt limited to, compliance with
product specifications and terms of procurementsamdice requirements.

Employees

At any given time, the Company employs hundredfofisands of persons, primarily in its restaurdntaddition, each year thousands of
persons seek employment with the Company andstaueants. From time to time, disputes arise regareimployee hiring, compensation,
termination and promotion practices.

Like some other retail employers, Pizza Hut andoTBell have been faced in a few states with aliegatof purported cla-wide wage ani



hour violations.

On August 29, 1997, a class action lawsuit agdiasb Bell Corp., entitled Bravo, et al. v. TacolBabrp. ("Bravo"), was filed in the Circuit
Court of the State of Oregon of the County of Maittrah. The lawsuit was filed by two former Taco Bift managers purporting to
represent approximately 17,000 current and formoerlig employees statewide. The lawsuit allegesatiohs of state wage and hour laws,
principally involving unpaid wages including oventt, and rest and meal period violations, and seeksispecified amount in damages.
Under Oregon class action procedures, Taco Bellalaged an opportunity to "cure" the unpaid wagd hour allegations by opening a
claims process to all putative class members poigertification of the class. In this cure progé&zsco Bell has paid out less than $1 million.
On January 26, 1999, the Court certified a clasdlafurrent and former shift managers and crew b@mswho claim one or more of the
alleged violations. A trial date of November 2, 238as set. However, on November 1, 1999, the Gssuked a proposed order postponing
trial and establishing a pteal claims process. The final order regardingdtems process was entered on January 14, 20@0. Ball move
for certification of an immediate appeal of the @eardered claims process and requested a stdeqirbceedings. This motion was denied
on February 8, 2000. Taco Bell appealed this detit the Supreme Court of Oregon and the Couiiedefaco Bell's Writ of Mandamus on
March 21, 2000. A Court-approved notice and claommf was mailed to approximately 14,500 class memberJanuary 31, 2000. The Court
ordered pre-trial claims process went forward, lagarings to determine potential damages were belddimants employed or previously
employed in four selected Taco Bell units. Afteg thitial hearings relating to these four unit® ttamage claims hearings were discontinued.
Trial began on January 4, 2001. On March 9, 20t jury reached verdicts on the substantive issuttes matter. A number of these
verdicts were in favor of the Taco Bell positiomwever, certain issues were decided in favor opthatiffs. The Court reduced the number
of potential claimants to 1,100. A jury trial totdemine the damages of 93 of those claimants begdfebruary 25, 2002, and is expected to
last six to eight weeks.

We have provided for the estimated costs of thee®liéigation, based on a projection of eligiblaichs (including claims filed to date, where
applicable), the cost of each eligible claim, teBreated legal fees incurred by plaintiffs and tbsults of settlement negotiations in this and
other wage and hour litigation matters. Althouga tlutcome of this case cannot be determined atitiés we believe the ultimate cost of t
case in excess of the amounts already providechailbe material to our annual results of operatidinancial condition or cash flows. Any
provisions have been recorded as unusual items.

On May 11, 1998, a purported class action lawsyatrest Pizza Hut, Inc., and one of its franchis@esPizza, LLC, entitled Aguardo, et al. v.
Pizza Hut, Inc., et alwas filed in the Superior Court of the State ofifdahia of the County of San Francisco. The lawsas filed by three
former Pizza Hut restaurant general managers ptimgdo represent approximately 1,300 current and
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former California restaurant general managers sé&@Hut and PacPizza, LLC. The lawsuit allegedatiohs of state wage and hour laws
involving unpaid overtime wages and vacation pay ssught an unspecified amount in damages. On gatda2000, the Court certified a
class of approximately 1,300 current and formetargsint general managers. The Court amended the @haJune 1, 2000 to include
approximately 150 additional current and formetaagant general managers. On May 2, 2001, thegsaiached an agreement to settle this
matter and entered into a stipulation of discor@imae of the case. The Court granted preliminaryagb of the settlement on September 27,
2001, and final approval of the settlement on Ddmam20, 2001. As no objections to the settlememeweade, the Court's order approving
the settlement and dismissing with prejudice alrok is final and noappealable. We have provided for the costs ofdhitement as unust
items.

On October 2, 1996, a class action lawsuit agdiasb Bell Corp., entitled Mynaf, et al. v. Taco Bebrp.,was filed in the Superior Court of
the State of California of the County of Santa &larhe lawsuit was filed by two former restauragneyal managers and two former assistant
restaurant general managers purporting to repredlesurrent and former Taco Bell restaurant gelna@nagers and assistant restaurant
general managers in California. The lawsuit allegethtions of California wage and hour laws invialy unpaid overtime wages and
violations of the State Labor Code's record-keepétgirements. The complaint also included an uffiasiness practices claim. Plaintiffs
claimed individual damages ranging from $10,008160,000 each. On September 17, 1998, the coduifiega class of approximately 3,0
current and former assistant restaurant generahgean and restaurant general managers. Taco Biglbped the appellate court to review
trial court's certification order. The petition wa@snied on December 31, 1998. Taco Bell then filgetition for review with the California
Supreme Court, and the petition was subsequentligdeClass notices were mailed on August 31, 18%%er 3,400 class members. Trial
began on January 29, 2001. Before conclusion offritle the parties reached an agreement to dbienatter, and entered into a stipulation
of discontinuance of the case. This settlementeagest was approved by the court on September 21,. 28e have provided for the costs of
this settlement as unusual items.

Customers

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

Intellectual Property



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

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 adlvertising featuring a Chihuahua. Plaintiffgls to recover damages under several
theories, including breach of implied-in-fact caut, idea misappropriation, conversion and unfamgetition. On June 10, 1999, the District
Court granted summary judgment in favor of Tacd Belrp. Plaintiffs filed an appeal with the U.S.€bof Appeals for the Sixth Circuit (tl
"Court of Appeals"), and oral arguments were heldseptember 20, 2000. On July 6, 2001, the Coulippieals reversed the District Court's
judgment in favor of Taco Bell and remanded theed¢aghe District Court. Taco Bell Corp. unsuccekgipetitioned the Court of Appeals f
rehearing en banc, and its petition for writ ofticeari to the United States Supreme Court wasetkon January 21, 2002. The case has now
officially been returned to the District Court, wae¢he Wrench plaintiffs will be allowed to brinigeir claims to trial.

We believe that the Wrench plaintiffs' claims atithaut merit and are vigorously defending the céfmwvever, 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.
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C&F Packing Co., Inc. v. Pizza Hut, Inthis action was originally filed in 1993 by C&F g Co., Inc., a Chicago meat packing company
("C&F"), in the United States District Court foreiNorthern District of Illinois. This lawsuit alleg that Pizza Hut misappropriated various
trade secrets relating to C&F's alleged processfimmufacturing a precooked Italian sausage pizzaitg. C&F's trade secret claims against
Pizza Hut were originally dismissed by the trialidaon statute of limitations grounds. That rulings later overturned by the U.S. Court of
Appeals for the Federal Circuit in August 2000 #mel case was remanded to the trial court for funpheceedings. On remand, Pizza Hut
moved for summary judgment on its statute of litiotas defense. That motion was denied in Januab{ 20his lawsuit was scheduled for
trial in late January 2002. Prior to trial, thets entered into a written settlement agreemersyaunt to which C&F agreed to dismiss the
case in exchange for a lump sum payment from RizgaThis payment has been made and the case smassded with prejudice effective
February 6, 2002. We have provided for the costhisfsettlement as unusual items in 2001.

Item 4. Submission of Matters to a Vote of Secity Holders.
None.
Executive Officers of the Registrant

The executive officers of the Company as of Felyr@ar, 2002, and their ages and current positiorsf #sat date are as follows:

Name Age Position
David C. Novak 49 Chairman of the Board, Chief Executive Officer d&residen
David J. Denc 44 Chief Financial Office!
Peter R. Hearl 50 Chief People Officer

Executive Vice President, Tricon Restaurants Irastgonal

Aylwin B. Lewis a7 Chief Operating Office
Christian L. Campbe 51 Senior Vice President, General Counsel and Segr
Jonathan D. Blur 43 Senior Vice Presider- Public Affairs
Charles E. Rawley, I 51 Chief Development Office

Brent A. Woodforc 39 Vice President and Controll



Peter A. Bass 52 President, Tricon Restaurants Internatic

Cheryl A. Bachelde 45 President and Chief Concept Officer, K
Michael S. Rawling: a7 President and Chief Concept Officer, Pizza
Emil J. Brolick 54 President and Chief Concept Officer, Taco |
Mark S. Coshby 43 Chief Operating Officer, KF(
Michael A. Miles, Jr 40 Chief Operating Officer, Pizza H
Robert T. Nilser 42 Chief Operating Officer, Taco Be

12

David C. Novakis Chairman of the Board, Chief Executive Officad@&resident of TRICON. He has served in this siince January
2001. From December 1999 to January 2001, Mr. Neeaked as Vice Chairman of the Board, Chief Exeeudfficer and President of
TRICON. From October 1997 to December 1999, heegkas Vice Chairman and President of TRICON. Mva¥opreviously served as
Group President and Chief Executive Officer, KF@ &izza Hut from August 1996 to July 1997. Mr. Nby@ined Pizza Hut in 1986 as
Senior Vice President, Marketing. In 1990, he bex&xecutive Vice President, Marketing and Nati®ales, for Pepsi-Cola Company. In
1992 he became Chief Operating Officer, Pepsi-Glaeh America, and in 1994 he became PresidentCimef Executive Officer of KFC
North America. Mr. Novak is also a director of BaDke Corporatior

David J. Denois Chief Financial Officer of TRICON. He has seniadhis position since November 1999. From Audi#97 to November
1999, Mr. Deno served as Senior Vice PresidentGhidf Financial Officer of TRI. From August 1996Aaigust 1997, Mr. Deno served as
Senior Vice President and Chief Financial OffiaarPizza Hut. From 1994 to August 1996, Mr. Dena Wavision Vice President for the
Southeast Division of Pizza Hut. Mr. Deno joinedz@i Hut in 1991 as Vice President and Controller.

Peter R. Hearlis Chief People Officer for TRICON. He has servedhis position since January 2002. Mr. Hearl @lsotinues to serve as
Executive Vice President of Tricon Restaurantsrivaonal since December 1998. Prior to that, he Region Vice President for Tricon
Restaurants International in Asia Pacific, a positie assumed in October 1997. From March 199¢@pbeghber 1997, Mr. Hearl was
Regional Vice President for Tricon Restaurantsrivggonal with responsibility for Australia, New @land and South Africa. Prior to that, he
was Regional Vice President for KFC with resporgjbior the United Kingdom, Ireland and South Afgi, a position he assumed in January
1995. From September 1993 to December 1994, MrlMes Regional Vice President for KFC Europe.

Aylwin B. Lewis is Chief Operating Officer for TRICON. He has sehie this position since January 2000. From Jul971® December
1999, he served as Chief Operating Officer of Pi2aai Mr. Lewis previously served as Senior Vicestdent, Operations for Pizza Hut, a
position he assumed in 1996. He served in variosgipns at KFC, including Senior Director of Fraiging and Vice President of Restaurant
Support Services, becoming Division Vice Presid@nuterations for KFC in 1993, and Senior Vice PresidNew Concepts for KFC in 1995.
Mr. Lewis joined KFC in 1991 as a Regional Gené&fahager.

Christian L. Campbell is Senior Vice President, General Counsel and 8egref TRICON. He has served in this position siseptember
1997. From 1995 to September 1997, Mr. Campbelieskas Senior Vice President, General Counsel antefary of Owens Corning, a
building products company. Before joining Owensr@og, Mr. Campbell served as Vice President, Gdr@sansel and Secretary of Nalco
Chemical Company in Naperville, lllinois, from 1980ough 1994.

Jonathan D. Blumis Senior Vice President of Public Affairs for TRDGI. He has served in this position since July 1987.Blum
previously served as Vice President of Public Affdor Taco Bell, a position that he held sincaijog Taco Bell in 1993.

Charles E. Rawley, lll is Chief Development Officer of TRICON. He has shin this position since January 2001. From 1@98nuary
2001, he served as President and Chief Operatifige@bf KFC, and from 1995 to 1998, he served h&eflOperating Officer of KFC. Mr.
Rawley joined KFC in 1985 as a Director of OpenagioHe served as Vice President of Operationd®BSobuthwest, West, Northeast, and
Mid-Atlantic Divisions from 1988 to 1994, when hedame Senior Vice President, Concept DevelopmeFe.

Brent A. Woodford is Vice President and Controller of TRICON. He basved in this position since April 2000. Mr. Woodf previously
served as Controller of Tricon Restaurants Intéonat from March 1998 to April 2000. From Octob®&9¥ to March 1998, he served as
Assistant Controller of Tricon Restaurants Inteioval. From 1993 until October 1997, he held vasiinance positions with PepsiCo &



KFC's International Restaurant Division.
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Peter A. Bassis President of Tricon Restaurants International hids served in this position since July 1997.Bassi served as Executive
Vice President, Asia, of PepsiCo Restaurants latenal from February 1996 to July 1997. From 189%996 he served as Senior Vice
President and Chief Financial Officer of PepsiCstRerants International. He served as Senior Viesiéent, Finance and Chief Financial
Officer of Taco Bell from 1987 to 1994. He joinedmi-Cola Company in 1972 and served in variousagament positions at Frito-Lay,
Pizza Hut and PepsiCo Food Service International.

Cheryl A. Bachelderis President and Chief Concept Officer of KFC. 8he served in this position since January 200br Rijoining KFC,
Ms. Bachelder served as Executive Vice PresidanitdBhe Brand for Domino's Pizza LLC from June %98 December 2000. She joined
Domino's in May 1995 as Executive Vice Presidentlafketing and Product Development. From 1992 ty @95, Ms. Bachelder served
President of Bachelder & Associates, a managenwrsuiting firm which she founded. From 1984 to 1998. Bachelder held various
positions with the Nabisco Foods Group of RIR Nahifnc., including Vice President and General Mpamaof the LifeSavers Division.

Michael S. Rawlingsis President and Chief Concept Officer of Pizza. g has served in this position since July 199@rF1991 to 1996,
Mr. Rawlings served as Chairman, President andf@&xecutive Officer of DDB Needham Worldwide Dall@soup, a position he held
following the merger of Tracy-Locke, Inc. into DDNeeedham. Previously, Mr. Rawlings was General Managd Chief Operating Officer
of Tracy-Locke, Inc., a position he assumed in 1989

Emil J. Brolick is President and Chief Concept Officer of Taco Bd# has served in this position since July 200i@rRo joining Taco Bell,
Mr. Brolick served as Vice President of New Proddetrketing, Research & Strategic Planning for Wésidiyternational, Inc. from 1995 to
July 2000. From 1988 to 1995, he held various ostat Wendy's including Manager, Planning andiataon and Vice President Strategic
Planning and Research.

Mark S. Cosbyis Chief Operating Officer of KFC. He has servedhiis position since January 2001. From Septem®@7 1o January 2001,
Mr. Cosby served as Chief Development Officer ofG&N. From August 1996 to September 1997, Mr. Coshg Senior Vice President
Operations Development for KFC. From March 1993tgust 1996, he held various positions at KFC idilg Vice President of Planning,
Vice President of Purchasing, and Vice Preside@pudrations for the North Central Division. Mr. ®@ggoined PepsiCo with Taco Bell in
1988.

Michael A. Miles, Jr. is Chief Operating Officer of Pizza Hut. He hasveelrin this position since January 2000. From M@§6lto Decemb:
1999, Mr. Miles served as Senior Vice Presidenhaept Development and Franchise. From December ttOAgril 1996, he was Division
Vice President for Pizza Hut. Mr. Miles joined Pi€sin May 1993 as Director of Strategic Planning.

Robert T. Nilsenis Chief Operating Officer of Taco Bell. He hasvget in this position since January 2000. From Janii899 to December
1999, he was Senior Vice President and Managingdiir of Tricon Restaurants International for tleait® Pacific. From October 1997 to
January 1999, he served as Vice President and ManBgrector of Tricon Restauraniisternational for the South Pacific. From April B0®
October 1997, Mr. Nilsen was Region Vice Presiddrfricon Restaurants International with resporijbior franchise operations across
South Asia, the Middle East and Hawaii. From 1398pril 1996, he was Managing Director for KFC dPidza Hut in Southern Africa.

Executive officers are elected by and serve atiberetion of the Board of Directors.
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PART Il
Item 5. Market for the Registrant's Common Stok and Related Stockholder Matters.

The Company's common stock trades under the sy and is listed on the New York Stock ExchangdYSE"). The following sets
forth the high and low NYSE composite closing gaiees by quarter for the Company's common stock.

2001 2000




Quarter High Low

First $ 3993 $ 31.94
Second 47.79 35.10
Third 46.24 40.70
Fourth 53.08 38.12

High Low
$ 3863 $ 2569
35.56 29.00
32.38 23.75
37.38 26.50

The number of shareholders of record of the Compargmmon stock as of February 25, 2002 was appateily 116,000.

The Company does not presently intend to pay dinddeon its common stock.

Item 6. Selected Financial Data.
Selected Financial Data

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

Summary of Operations

System sales(a)
u.s. $
International

Total

Revenues
Company sales(b)
Franchise and license fees

Total

Facility actions net (loss) gain(c)
Unusual items income (expense) (c) (d)

Operating profit
Interest expense, net

Income (loss) before income taxes
Net income (loss)

Basic earnings per common share(e)
Diluted earnings per common share(e)

Cash Flow Data
Provided by operating activities
Capital spending, excluding acquisitions

Proceeds from refranchising of restaurants

Balance Sheet

Total assets $
Operating working capital deficit(f)
Long- term debt

Total debt

Fiscal Year

2001

2000 1999 1998

14596 $ 14,514 $ 14,516 $ 14,013 $

7,732 7,645 7,246 6,607
22,328 22,159 21,762 20,620
6,138 6,305 7,099 7,852

815 788 723 627

6,953 7,093 7,822 8,479

1) 176 381 275

3 (204) (51) (15)

891 860 1,240 1,028

158 176 202 272

733 684 1,038 756

492 413 627 445

3.36 2.81 4.09 2.92

3.24 2.77 3.92 2.84

832 $ 491 $ 565 $ 674 $

636 572 470 460

111 381 916 784

4388 $ 4,149 $ 3961 $ 4531 $
(707) (634)  (832)  (960)

2 2,397 2391 3436 4,

2,248

2,487 2,508 3,532




Other Data
Number of stores at year end(a)

Company 6,435 6,123 6,981 8,397
Unconsolidated Affiliates 2,000 1,844 1,178 1,120
Franchisees 19,263 19,287 18,414 16,650
Licensees 2,791 3,163 3,409 3,596
System 30,489 30,417 29,982 29,763

U.S. Company same store sales growth(a)
KFC 3% (3)% 2% 3%
Pizza Hut - 1% 9% 6% (1
Taco Bell - (5)% - 3%
Blended 1% 2)% 4% 4%

Shares outstanding at year end (in millions) 146 147 151 153

Market price per share at year end $ 4924 $ 33.00 $ 3794 $ 4763 $

N/A - Not Applicable.

TRICON Global Restaurants, Inc. and Subsidiarig®R(CON") became an independent, publicly owned camypon October 6, 1997 throu
the spin-off of the restaurant operations of itsrfer parent, PepsiCo, Inc. ("PepsiCao"), to its shalders. The 1997 consolidated financial
data was prepared as if we had been an indepempanicly owned company for that period. To faeilé this presentation, PepsiCo made
certain allocations of its previously unallocataterest and general and administrative expenseeglhas pro forma computations, to the
extent possible, of separate income tax provisiongs restaurant segment. Fiscal years 2001, 19998 and 1997 include 52 weeks. Fiscal
year 2000 includes 53 weeks. The selected finadai@ should be read in conjunction with the Cadatéd Financial Statements and

Notes theretc

A. Excludes Non-core Businesses, which were dispos@d1997. See Note 22 to the Consolidated FirsduStatements.

B. Declining Company sales are largely the resutiwfrefranchising initiatives.

C. Inthe fourth quarter of 1997, we recorded a $%d0on charge of which $410 million was recordadacility actions net (loss) and
$120 million was recorded in unusual items. Theghancluded (a) costs of closing stores; (b) réidus to fair market value, less
cost to sell, of the carrying amounts of certastaarants that we intended to refranchise; (c) impants of certain restaurants
intended to be used in the business; (d) impairsehtertain unconsolidated affiliates to be regdirand (e) costs of related persor
reductions. In 1999, we recorded favorable adjustmef $13 million in facility actions net gain aid1 million in unusual items
related to our 1997 fourth quarter charge. In 1988recorded favorable adjustments of $54 milliofeicility actions net gain and $.
million in unusual items related to our 1997 fouytharter charge.

D. See Note 5 to the Consolidated Financial Statésrfena description of unusual items income (esegin 2001, 2000 and 1999. 1997
included $54 million related to the disposal of Nen-core Businesses.

E. EPS data has been omitted for 1997 as our capitedture as an independent, publicly owned complithnot exist.

F. Operating working capital deficit is current assexcluding cash and cash equivalents and shontiteyestments, less current
liabilities excluding short-term borrowings.
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.
Introduction

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON" or the "Compé#éhis comprised of the worldwide
operations of KFC, Pizza Hut and Taco Bell ("then€apts") and is the world's largest quick servestaurant ("QSR") company based on
number of system units. Separately, each brandsrianthe top ten among QSR chains in U.S. systdas sad units. Our 10,927 international
units make us the second largest QSR company eutsdU.S. TRICON became an independent, publistyenl company on October 6,
1997 (the "Spin-off Date") via a tax-free distrilmunt of our Common Stock (the "Distribution” or "8pdff") to the shareholders of our former
parent, PepsiCo, Inc. ("PepsiCo").

TRICON has numerous registered trademarks andcgemvarks. We believe that many of these marksydtey our Kentucky Fried
Chicken®, KFC®, Pizza Hut® and Taco Bell® tradensatkave significant value and are materially im@airto our business. Our policy is
to pursue registration of important trademarks velven feasible and to oppose vigorously any infinget of our trademarks. From time



time we may become involved in litigation to defeard! protect our use of such registered marksuskeof our trademarks by franchisees
and licensees has been authorized in KFC, PizzahtliTaco Bell franchise and license agreementdetecurrent law and with proper use,
our rights in trademarks can generally last ind&fip. We also have certain patents on restaurgqumipenent which, while valuable, are not
material to our business.

Throughout Management's Discussion and AnalysiD@&4A"), we make reference to ongoing operating pgrefinich represents our operati
profit excluding the impact of facility actions ress (gain), unusual items income (expense) andatounting and human resources policy
changes in 1999 (the "1999 accounting changest) Né¢e 5 to the Consolidated Financial Statememta fietailed discussion of these
exclusions. We use ongoing operating profit asyagegformance measure of our results of operafionpurposes of evaluating performance
internally and as the base to forecast future perdoce. Ongoing operating profit is not a measefadd in accounting principles generally
accepted in the U.S. and should not be considerablation or as a substitution for measures ofgpmance in accordance with accounting
principles generally accepted in the U.S.

In 2001, our international business, Tricon Restats International ("TRI" or "International”) acatdad for 35% of system sales, 31% of
revenues and 31% of ongoing operating profit exaolgidinallocated and corporate expenses and fomighange net loss. We anticipate that,
despite the inherent risks and typically higheregahand administrative expenses required by iatenal operations, we will continue to
invest in key international markets with substdrgrawth potential.

This MD&A should be read in conjunction with our @3wlidated Financial Statements on pages 37 thr@8gind the Cautionary Statements
on page 36. All Note references herein refer ta\thtes to the Consolidated Financial Statemenigages 42 through 73. Tabular amounts
are displayed in millions except per share and emiint amounts, or as otherwise specifically idetti
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Critical Accounting Policies

Our reported results are impacted by the applinatfocertain accounting policies that requiredaisieke subjective or complex judgments.
These judgments involve estimations about the effematters that are inherently uncertain and sigwificantly impact our quarterly or
annual results of operations, financial conditiorcash flows. Changes in the estimates and judgentld significantly affect our results of
operations, financial condition and cash flowsutufe years. We believe that our most significaices require:

e Estimation of cash flows associated with the digmosof restaurants, and the impairment of longdl assets and investments in
unconsolidated affiliates. See Note 2 for a furtiscussion.

e Determination of the appropriate allowances andrkes associated with franchise and license relsleisand contingent liabilities.
See Note 2 for a discussion of the allowance faollactible franchise and license receivables ante22 for a discussion of
franchise contingent liabilities.

e Estimation, using actuarially-determined methodsuw self-insured losses under our property arsthalty loss programs. See Note
22 for a discussion of our insurance programs.

e Determination of the appropriate valuation allowestor deferred tax assets and reserves for patésiti exposures. See Note 20 fi
discussion of income taxes.

Factors Affecting Comparability of 2001 Results t®2000 Results

Impact of AmeriServe Bankruptcy Reorganization Bssc

See Note 22 for a discussion of the impact of theeAServe Food Distribution, Inc. ("AmeriServe"niauptcy reorganization process on the
Company.

Franchisee Financial Condition

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

Depending upon the facts and circumstances of gigdition, and in the absence of an improvemetitérfranchisee's business trends, there
are a number of potential resolutions of thesenfiied issues. These include a sale of some off #fleooperator'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 resolvértissues



Through February 11, 2002, restructurings have lseempleted for approximately 1,000 Taco Bell frasetrestaurants. In connection with
these restructurings, Taco Bell has acquired 182weants for approximately $65 million through Beber 29, 2001. In addition to these
acquisitions, Taco Bell purchased 19 restaurantsa franchisees for approximately $12 million and@itaneously leased the restaurants

to these franchisees under long-term leases. Asptre restructurings, Taco Bell has committefiind approximately $29 million of future
franchise capital expenditures, principally throlegssing arrangements. In the fourth quarter of20@co Bell established a $15 million Ic
program to assist certain franchisees. All fundingd been advanced by the end of the first quaft2d01, and the resulting notes receivable
are primarily included in Other assets.

We believe that the recent improvement in busitresgls at Taco Bell has helped alleviate finan@iablems in the Taco Bell franchise
system which were due to past downturns in saleso#lingly, though we continue to monitor this attan, we expect restructurings of the
remaining Taco Bell franchise restaurants withricial issues to be significantly less in number aosts in 2002.
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In 2001 and 2000, the Company charged expenseE8aidllion and $26 million, respectively, to ongginperating profit related to
allowances for doubtful franchise and license &ivables. These costs are reported as franahiskcanse expenses. On an ongoing basis,
we assess our exposure from franchise-related rigkish include estimated uncollectibility of frarise and license receivables, contingent
lease liabilities, guarantees to support certai fharty financial arrangements of franchisees patential claims by franchisees. The
contingent lease liabilities and guarantees areerfidly discussed in the Contingent Liabilities ts&c of Note 22. Although the ultimate
impact of these franchise financial issues canegiredicted with certainty at this time, we havevited for our current estimate of the
probable exposure as of December 29, 2001. lasorably possible that there will be additionatgdsowever, these cost are not expectt

be material to quarterly or annual results of opena, financial condition or cash flows.

Unusual Items (Income) Expense

We recorded unusual items income of $3 million®2 and unusual items expense of $204 million @02&nd $51 million in 1999. See N
5 for a detailed discussion of our unusual itemedine) expense.

In the fourth quarter of 2001, we recorded expen$epproximately $4 million related to streamligicertain support functions, which
included the termination of approximately 90 empley. The reserves established, which primarilyadlto severance, were almost fully
utilized in the first quarter of 2002. We expecitriour additional costs of approximately $2 million2002 related to these actions, which will
be expensed as incurred. Beginning in 2002, weigate savings in general and administrative expe($G&A") of approximately $6

million per year, primarily related to reduced campation. However, we expect to reinvest a subiatgugrtion of these savings in our
growth initiatives, including multibranding.

Impact of New Unconsolidated Affiliates

Consistent with our strategy to focus our capitakey international markets, we formed new ventimeSanada and Poland with our largest
franchisee in each market. The venture in Canadafevened in the third quarter of 2000 and the venin Poland was effective in the first
guarter of 2001. The Canadian venture operates&@stores and the Poland venture operates apmaitdly 100 stores. We did not record
any gain or loss on the transfer of assets to theseventures.

Previously, the results from the restaurants wertdmried to these ventures were consolidated. ipact of these transactions on operating
results is similar to the impact of our refranchisactivities, which is described in the Store f&did Strategy section below. Consequently,
these transactions resulted in a decline in our gzom sales, restaurant margin dollars and G&A dkasgehigher franchise fees. We also
record equity income (losses) from investmentsnicomsolidated affiliates ("equity income") and@danada, higher franchise fees since the
royalty rate was increased for those stores cartgibby our partner to the venture. The formatibtihese ventures did not have a significant
net impact on ongoing operating profit in 2001.

Impact of the Consolidation of an Unconsolidatefiliate

At the beginning of 2001, we consolidated a presfpunconsolidated affiliate in our Consolidateddticial Statements as a result of a
change in our intent to temporarily retain contrbthis affiliate. This change resulted in highem@pany sales, restaurant margin dollars and
G&A as well as decreased franchise fees and emdome. This previously unconsolidated affiliateecgies over 100 stores.
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Fifty-third Week in 2000

Our fiscal calendar results in a fifty-third weelkeey 5 or 6 years. Fiscal year 2000 included g-ifird week in the fourth quarter. The
estimated favorable impact in net income was $lbomior $0.07 per diluted share in 2000. The faliog table summarizes the estimated
favorable/(unfavorable) impact of the fifty-thirdeek on system sales, revenues and ongoing opepabfig

uU.S. Inter national  Unallocated Total

System sales $ 230 $ 65 $ - $ 295
Revenues
Company sales $ 58 $ 18 $ - $ 76
Franchise fees 9 2 - 11
Total revenues $ 67 $ 20 $ - $ 87
Ongoing operating profit
Franchise fees $ 9 3 2 $ - $ 11
Restaurant margin 11 4 - 15
General and administrative

expenses 3) (2) (2) (7
Ongoing operating profit $ 17 % 4 $ (2 $ 19

Store Portfolio Strategy

Since 1995, we have been strategically reducingsbare of total system units by selling Compantargsints to existing and new franchisees
where their expertise can generally be leveragaéapoove our overall operating performance, whidgaming Company ownership of key

U.S. and International markets. This portfolio-laliag activity has reduced our reported revenueseastaurant profits and has increased the
importance of system sales as a key performancsurma/Ne substantially completed our refranchigiragram in 2001.

The following table summarizes our refranchisintjattes:

2001 2000 1999
Number of units refranchised 233 757 1,435
Refranchising proceeds, pre-tax $ 111 $ 381 $ 916
Refranchising net gains, pre-tax(a) $ 39 $ 200 $ 422

A. 2001 includes $12 million of previously defernedranchising gains and a charge of $11 milliomgrk to market the net assets of the
Singapore business, which is held for sale.

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 BizZza Hut delivery units consolidated w
a new or existing dine-in traditional store withite same trade area.
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The following table summarizes Company store clesativities:

2001 2000 1999

Number of units closed 270 208 301
Store closure costs(a) $ 17 $ 10 $ 13



Impairment charges for stores to be closed $ 5 $ 6 $ 12

A. Includes favorable adjustments to our 1997 foguihrter charge of $9 million in 1999. See Note5a discussion of these
adjustments.

The impact on ongoing operating profit arising froor refranchising and store closure initiativesvadl as the contribution of Company
stores to new unconsolidated affiliates as desdrithéhe Impact of New Unconsolidated Affiliatecgen represents the net of (a) the
estimated reduction in Company sales, restaurargimand G&A; (b) the estimated increase in frasetfees; and (c) the estimated chan
equity income. The amounts presented below reffecestimated impact from stores that were opetatads for all or some portion of the
respective previous year and were no longer opettatels as of the last day of the respective year.

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

2001
USm International Worldwide
Reduced sales $ (483) $ (243) $ (726)
Increased franchise fees 21 13 34
Reduction in total revenu-(;s- ------ $ (462) $ (2300 % (692)
2000
US International ~ Worldwide
Reduced sales E_E (838) $ (246) $ (1,084)
Increased franchise fees 39 13 52
Reduction in total revenu-(;-s- ------ $ (799) $ (233) $ (1,032

The following table summarizes the estimated impacbngoing operating profit of refranchising, stafosures and the contribution of
Company stores to unconsolidated affiliates:

2001

u.s. International ~ Worldwide
Decreased restaurant margin $ (67) $ (25 $ (92)
Increased franchise fees 21 13 34
Decreased G&A 5 13 18
Decreased equity income - (5) (5)
Decrease in ongoing operating profit $ (41) $ @) $ (45)

2000

u.s. International ~ Worldwide
Decreased restaurant margin $ (90) $ (25 $ (115)
Increased franchise fees 39 13 52
Decreased G&A 11 6 17
Decreased equity income - Q) (1)

Decrease in ongoing operating profit $ (40) $ @) $ (47)




Worldwide Results of Operations

2001
System sales(a) $ 22,328
Company sales $ 6,138
Franchise and license fees 815
Revenues $ 6,953
Company restaurant margin $ 906
% of Company sales 14.8%
Ongoing operating profit $ 889
Facility actions net (loss) gain (1)
Unusual items income (expense) 3
Operating profit 891
Interest expense, net 158
Income tax provision 241
Net income $ 492
Diluted earnings per share $ 324
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% B(W) % B(W)
vs. 2000 2000 vs. 1999
1 $ 22,159 2

3) $ 6,305 (1)
3

) $ 7,003 (9)

(5) $ 954  (13)

(0.3) ppts. 15.1% (0.3) ppts.

- $ 888 1

NM 176 (54)

NM (204) NM

4 860 (31)

10 176 13

11 271 34

19 $ 413 (34)

17 $ 277 (29)

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

Worldwide Restaurant Unit Activity

Unconsoli
Company Affilia

Balance at Dec. 25, 1999 6,981 1,178
New Builds 370 108
Refranchising (757) (9
Closures (208) (53
Other(a) (263) 620
Balance at Dec. 30, 2000 6,123 1,844
New Builds 521 150
Acquisitions 361 (28
Refranchising (233) (20
Closures (270) (39
Other(a) (67) 93

Balance at Dec. 29, 2001 6,435 2,000
% of total 21% 7%

dated
tes Franchisees Licensees Total
18,414 3,409 29,982
960 324 1,762
) 775 9)
) (505) (561) (1,327)
(357) -
19,287 3,163 30,417
818 190 1,679
) (328) )
) 253 -
) (741) (557) (1,607)
(26) -
19,263 2,791 30,489
63% 9% 100%

A. Primarily includes 320 Company stores and 328dhésee stores contributed to an unconsolidatélthédfin 2000 and 52 Company
stores and 41 franchisee stores contributed t;maansolidated affiliate in 200
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Worldwide System Sales

System sales increased approximately $169 milliot?6 in 2001, after a 2% unfavorable impact fromefgn currency translation. Excluding
the unfavorable impact of foreign currency trarislatnd lapping the fifty-third week in 2000, systsales increased 5%. The increase was
driven by new unit development and same store ggtegth, partially offset by store closures.

System sales increased $397 million or 2% in 286@r a 1% unfavorable impact from foreign curretrepslation. Excluding the
unfavorable impact of foreign currency translatéom the favorable impact of the fifty-third weekstem sales increased 1%. This increase
was driven by new unit development, partially offisg store closures and same store sales declines.

Worldwide Revenues

Company sales decreased $167 million or 3% in 28fdr a 2% unfavorable impact from foreign cursetranslation. Excluding the
unfavorable impact of foreign currency translataon lapping the fifty-third week in 2000, Compaaes were flat. An increase due to new
unit development was offset by refranchising.

Company sales decreased $794 million or 11% in 2BR6luding the favorable impact from the fifty4tthiweek, Company sales decreased
12%. The decrease was primarily due to refranchjsitore closures, the contribution of Companyestdo a new unconsolidated affiliate and
same store sales declines. This decrease wadllpastfaet by new unit development.

Franchise and license fees increased $27 milli@%oin 2001, after a 2% unfavorable impact fromefgn currency translation. Excluding
unfavorable impact of foreign currency translatiord lapping the fifty-third week in 2000, franchesed license fees increased 7%. The
increase was driven by new unit development, wdtgiired from us and same store sales growth.ifitriease was partially offset by store
closures.

Franchise and license fees increased $65 millid%oin 2000. The increase was primarily driven hitsiacquired from us and new unit
development partially offset by store closures sauthe store sales declines in the U.S. The unfaleoiralpact of foreign currency translation
was essentially offset by the favorable impactef fifty-third week.

Worldwide Company Restaurant Margin

2001 2000 1999
Company sales 100. 0% 100.0% 100.0%
Food and paper 31. 1 30.8 31.5
Payroll and employee benefits 27. 1 27.7 27.6
Occupancy and other operating expenses 27. 0 26.4 25.5
Company restaurant margin 14. 8% 15.1% 15.4%

Restaurant margin as a percentage of sales dedrapgmximately 30 basis points in 2001. U.S. gstat margin was flat and International
restaurant margin declined approximately 120 bagiists.

Restaurant margin as a percentage of sales dedrapgeximately 25 basis points in 2000, includimg unfavorable impact of 15 basis
points from lapping the 1999 accounting changes. téstaurant margin declined approximately 55dyagints and International restaurant
margin increased approximately 65 basis points.
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Worldwide General And Administrative Expenses



G&A decreased $34 million or 4% in 2001. Excludthg favorable impact of lapping the fifty-third viei 2000, G&A decreased 3%. The
decrease was driven by lower corporate and prejgmding, the formation of unconsolidated affikaséad refranchising. The decrease was
partially offset by higher compensation costs.

G&A decreased $65 million or 7% in 2000. Excludthg unfavorable impact from lapping the 1999 actiogrchanges, G&A decreased 9%.
The decrease was primarily due to lower incentow@mensation expense and Year 2000 costs as wk davorable impact of refranchising
and store closures. Reduced spending on conferafsm®sontributed to the decline. G&A included Y2800 spending of approximately $2
million in 2000 as compared to approximately $30iami in 1999.

Worldwide Franchise and License Expenses

Franchise and license expenses increased $10muolti@0% in 2001. The increase was primarily dusugport costs related to the financial
restructuring of certain Taco Bell franchisees. Trtteease was partially offset by lower allowanfiesdoubtful franchise and license fee
receivables.

Franchise and license expenses increased $24multi®3% in 2000. The increase was driven by altavea for doubtful franchise and
license fee receivables, principally at Taco Bell.

Worldwide Other (Income) Expense

2001 200 0 1999
Equity income $ (26) $ (2 5 $ (19
Foreign exchange net loss 3 - 3
Other (income) expense $ (23) $ (2 5 $ (16)

Equity income increased $1 million or 3% in 200fiema 6% unfavorable impact from foreign curretr@nslation. The increase was driven
by improved results of our unconsolidated affiliatéhe United Kingdom. The increase was offseebuyity losses from Poland and the
consolidation of a previously unconsolidated afiti.

Equity income increased $6 million or 32% in 2008e increase was primarily due to improved resefisur unconsolidated affiliates in
Japan, the United Kingdom and China.

Worldwide Facility Actions Net Loss (Gain)

We recorded facility actions net loss of $1 millior2001 and facility actions net gain of $176 ioiilin 2000 and $381 million in 1999. See
the Store Portfolio Strategy section for more dethour refranchising and closure activities anotéN5 for a summary of the components of
facility actions net loss (gain) by reportable aiigrg segment.
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Worldwide Ongoing Operating Profit
% B(W) vs. % B(W) vs.
2001 2000 2000 1999

United States $ 722 3) $ 742 (9)
International 318 3 309 16
Unallocated and corporate expenses (148) 9 (163) 16

Foreign exchange net loss 3) NM - NM

Ongoing operating profit $ 889 - $ 888 1



The changes in U.S. and International ongoing djmerarofit for 2001 and 2000 are discussed inrdepective sections.

Unallocated and corporate expenses decreased $idnmr 9% in 2001. Excluding the favorable impaétiapping the fifty-third week in
2000, G&A decreased 8%. The decline was primatily th lower corporate and project spending paytiafiiset by higher incentive and
deferred compensation.

Excluding the unfavorable impact from lapping tf99 accounting changes, unallocated and corpoxatnses decreased $31 million or
16% in 2000. The decline was primarily due to lowear 2000 spending and lower incentive compensatipense.

Worldwide Interest Expense, Net

2001 2000 1999
Interest expense $ 172 $ 190 $ 218
Interest income (14) (24) (16)
Interest expense, net $ 158 $ 176 $ 202

Net interest expense decreased $18 million or 102001. The decrease was primarily due to a deeiieasur average interest rat

Net interest expense decreased $26 million or I82000. The decline was due to lower average deistanding in 2000 as comparec
1999, partially offset by an increase in interesés on our variable rate debt. As discussed il R2f interest expense on incremental
borrowings related to the AmeriServe bankruptcyganization process of $9 million has been inclugeghusual items expense in 2000.

Worldwide Income Taxes

2001 2000 1999
Reported
Income taxes $ 241 $ 271 $ 411
Effective tax rate 32.8% 39.6% 39.5%
Ongoing(a)
Income taxes $ 243 $ 268 $ 267
Effective tax rate 33.1% 37.7% 39.3%

A. Excludes the effects of facility actions net (loga)n, unusual items (income) expense and the 4688unting changes. See Note 5
a discussion of these items.
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The following table reconciles the U.S. federatidtary tax rate to our ongoing effective tax rate:

2001 2000 1999

U.S. federal statutory tax rate 35.0% 35.0% 35.0%
State income tax, net of federal tax benefit 1.9 1.8 2.3
Foreign and U.S. tax effects attributable to

foreign operations 0.2 (0.4) 4.6
Adjustments relating to prior years (2.2) 5.3 (0.7)
Valuation allowance reversals a.7) (4.0) (2.0)
Other, net (0.2) - 0.1

Ongoing effective tax rate 33.1% 37.7% 39.3%




The 2001 ongoing effective tax rate decreased dréemtage points to 33.1%. The decrease in theimpgdfective tax rate was primarily due
to adjustments related to prior years, partialfgetfby reduced valuation allowance reversals.N8#te 20 for a discussion of valuation
allowances.

In 2001, the effective tax rate attributable teefgn operations was slightly higher than the UeBlefal statutory rate because losses of foreigr
operations for which no benefit could be curremtigognized and other adjustments more than ofise¢ffect of claiming credit against our
U.S. income tax liability for foreign taxes paid.

The 2000 ongoing effective tax rate decreased dréemtage points to 37.7%. The decrease in theimpgdfective tax rate was primarily due
to a reduction in the tax on our international ggiens, including the initial benefits of becomiglggible in 2000 to claim substantially all of
our available foreign income tax credits for foretgxes paid in 2000 against our U.S. income &billty, and incremental valuation
allowance reversals. This decrease was partialbebby adjustments relating to prior years.

In 2000, the effective tax rate attributable taefgn operations was lower than the U.S. federélistey rate due to our ability to claim credit
against our U.S. income tax liability for foreigaxes paid. The effective tax rate attributableot@ifjn operations in 1999 was higher than the
U.S. federal statutory tax rate. This was primadiye to foreign tax rate differentials, includirggdign withholding tax paid without benefit of
the related foreign tax credit for U.S. income paxposes and losses of foreign operations for whackax benefit could be currently
recognized.

Earnings Per Share

The components of earnings per common share ("ER&'§ as follows:

2001(a) 2000(a)
Diluted Basic Diluted Basic
Ongoing operating earnings $ 3.21 $ 333 $ 298 $ 3.02
Facility actions net gain 0.02 0.02 0.66 0.67
Unusual items 0.01 0.01 (0.87) (0.88)
Net income $ 324 % 336 $ 277 $ 281

A. See Note 4 for the number of shares used in tta&salations.
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U.S. Results of Operations

% B(W ) vs. % B(W)

2001 20 00 2000 vs. 1999

System sales $ 14,596 1 $ 14,514 -
Company sales $ 4,287 5) $ 4533 (14)
Franchise and license fees 540 2 529 7
Revenues $ 4,827 5) $ 5,062 (12)
Company restaurant margin ~ $ 649 5) $ 687 17)

% of Company sales 15.2% - 15.2% (0.5) ppts.



U.S. Restaurant Unit Activity

Company  Franc hisees Licensees Total
Balance at Dec. 25, 1999 4,984 1 2,110 3,100 20,194
New Builds 143 366 303 812
Refranchising (672) 681 (9) -
Closures (153) (295) (521) (969)
Balance at Dec. 30, 2000 4,302 1 2,862 2,873 20,037
New Builds 183 265 182 630
Acquisitions 136 (133) 3) -
Refranchising (155) 155 - -
Closures (182) (416) (507) (1,105)
Balance at Dec. 29, 2001 4,284 1 2,733 2,545 19,562
% of Total 22% 65% 13% 100%

U.S. System Sales

System sales increased $82 million or 1% in 200&Iuging the unfavorable impact of lapping theyfithird week in 2000, system sales
increased 2%. The increase was driven by new engldpment and same store sales growth at KFC iazd Hut, partially offset by store
closures.

System sales were flat in 2000. Excluding the fakte impact of the fifty-third week, system salesmased 2%. The decrease was due to
same stores sales declines at Taco Bell and Kkhsis store closures, partially offset by newt dievelopment.

U.S. Revenues

Company sales decreased $246 million or 5% in 2B8¢luding the unfavorable impact of lapping tHeyfthird week in 2000, Company
sales decreased 4%. The decrease was driven bycekfsing, partially offset by new unit development
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For 2001, blended Company same store sales fahoeg Concepts were up 1% on a comparable fiftywiek basis. An increase in the
average guest check was partially offset by traimadeclines. Same store sales at KFC were upp8iharily due to an increase in
transactions. Same store sales at both Pizza Hutaro Bell were flat. A 2% increase in the averggest check at Pizza Hut and a 3%
increase in the average guest check at Taco Bedl bath fully offset by transaction declines.

Company sales decreased $720 million or 14% in 2BR6luding the favorable impact of the fiftgird week, Company sales decreased 1
The decrease was primarily due to refranchisiragestiosures and same store sales declines. Theadeovas partially offset by new unit

development.

For 2000, blended Company same store sales fahmeg Concepts decreased 2% on a comparable Badésline in transactions was
partially offset by an increase in the average golesck. Same store sales at Pizza Hut increased B% increase in the average guest
check was partially offset by transaction declirgsme store sales at KFC decreased 3%, primam@yaltransaction declines. Same store
sales at Taco Bell decreased 5% as a result cfatetion declines.

Franchise and license fees grew $11 million or 2%001. Excluding the unfavorable impact of lappiing fifty-third week in 2000, franchit
and license fees increased 4%. The increase wandoy units acquired from us and new unit develapinpartially offset by store closures.

Franchise and license fees increased $34 milliof%@in 2000. Excluding the favorable impact frora fity-third week, franchise and licer
fees increased 5%. The increase was driven by aoifsired from us and new unit development, p&rtafset by same store sales decli



and store closures.

U.S. Company Restaurant Margin

Company sales 100.0

Food and paper 28.6

Payroll and employee benefits 30.6
Occupancy and other operating expenses 25.6

Company restaurant margin 15.2

2000 1999
% 100.0% 100.0%
28.6 30.0
30.8 29.8
25.4 24.5

% 15.2% 15.7%

Restaurant margin as a percentage of sales was #801. Favorable pricing and product mix waseffoy increases in occupancy and other
costs, product costs and wage rates. The incragseduct costs was primarily driven by cheesescost

Restaurant margin as a percentage of sales dedrgadmsis points in 2000, including a declinepgdraximately 25 basis points resulting
from lapping the 1999 accounting changes. The neimgidecrease primarily resulted from a shift twdo margin chicken sandwiches at
KFC, volume declines at Taco Bell and the absefi¢avorable 1999 insurance-related adjustments.ddueease was partially offset by the
favorable impact of refranchising and pricing amdduct mix. Favorable product costs, primarily deeavere almost fully offset by higher

occupancy and other costs and higher wage rates.

U.S. Ongoing Operating Profit

Ongoing operating profit decreased $20 million & B 2001. Excluding the unfavorable impact of liawgpthe fifty-third week in 2000,
ongoing operating profit decreased 1%. The decrwasedriven by the unfavorable impact of refranicigjsind store closures, higher
restaurant operating costs and higher franchispatiposts related to the restructuring of cerfaano Bell franchisees. The decrease was
partially offset by favorable pricing and produdirand new unit development.

Ongoing operating profit decreased $71 million & & 2000. Excluding the favorable impact of theyfithird week, ongoing operating prc
decreased 12%. The decrease was primarily duearte store sales declines, the unfavorable impaetfainchising and store closures and
higher restaurant operating costs. The decreasgavtally offset by new unit development and reztlG&A expenses. The decrease in
G&A expenses was largely due to lower incentive gensation, decreased professional fees and lowedspy on conferences at Pizza Hut
and Taco Bell. The G&A declines were partially etfby higher franchise-related expenses, primatitywances for doubtful franchise and

license fee receivables.

International Results of Operations

% B(W

2001 20
System sales $ 7,732
Company sales $ 1,851
Franchise and license fees 275
Revenues $ 2,126
Company restaurant margin ~ $ 257 (
% of Company sales 13.9% (1

) vs. % B(W) vs.
00 2000 1999
1 $ 7,645 6

5 $ 1,772 4
6 259 14

5 $ 2,031 2
4) $ 267 -

2) ppts. 15.1% 0.7 ppts.

3 $ 309 16



International Restaurant Unit Activity

Unconsoli dated

Company Affilia tes  Franchisees Licensees Total
Balance at Dec. 25, 1999 1,997 1,178 6,304 309 9,788
New Builds 227 108 594 21 950
Refranchising (85) 9 ) 94 - -
Closures (55) (53 ) (210) (40) (358)
Other(a) (263) 620 (357) - -
Balance at Dec. 30, 2000 1,821 1,844 6,425 290 10,380
New Builds 338 150 553 8 1,049
Acquisitions 225 (28 ) (195) (2) -
Refranchising (78) (20 ) 98 - -
Closures (88) (39 ) (325) (50) (502)
Other(a) (67) 93 (26) - -
Balance at Dec. 29, 2001 2,151 2,000 6,530 246 10,927
% of Total 20% 18% 60% 2% 100%

A. Primarily includes 320 Company stores and 328dhésee stores contributed to an unconsolidatélthédfin 2000 and 52 Company
stores and 41 franchisee stores contributed tacnaansolidated affiliate in 2001.
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International System Sales

System sales increased approximately $87 milliob%rin 2001, after a 7% unfavorable impact fronefgn currency translation. Excluding
the unfavorable impact of foreign currency trariskatnd lapping the fifty-third week in 2000, systsales increased 9%. The increase was
driven by new unit development and same store gatesth, partially offset by store closures.

System sales increased $399 million or 6% in 2@@8r a 2% unfavorable impact from foreign curretreyslation. Excluding the
unfavorable impact of foreign currency translatzom the favorable impact of the fifty-third weekstem sales increased 7%. This increase
was driven by new unit development and same stdes girowth, partially offset by store closures.

International Revenues

Company sales increased $79 million or 5% in 2@@&r a 5% unfavorable impact from foreign curretreyslation. Excluding the
unfavorable impact of foreign currency translataom lapping the fifty-third week in 2000, Compamayes increased 11%. The increase was
driven by new unit development and acquisitionsestaurants from franchisees. The increase waspadffset by the contribution of
Company stores to new unconsolidated affiliates.

Company sales decreased $74 million or 4% in 28f6r a 3% unfavorable impact from foreign curretreyislation. Excluding the
unfavorable impact of foreign currency translatiord the favorable impact of the fiftitird week, Company sales decreased 2%. The de
was primarily due to refranchising, the contribatimf Company stores to an unconsolidated affilzatd store closures. The decrease was
partially offset by new unit development and samoeessales growth.

Franchise and license fees increased $16 millidGYoin 2001, after a 6% unfavorable impact fromefgn currency translation. Excluding
unfavorable impact of foreign currency translatiord lapping the fifty-third week in 2000, franchised license fees increased 13%. The
increase was driven by new unit development, sdore sales growth and units contributed to uncaodatgd affiliates. The increase was
partially offset by store closures.

Franchise and license fees increased approxim@8dlymillion or 14% in 2000, after a 3% unfavoraiohgpact from foreign currency
translation. Excluding the unfavorable impact akfgn currency translation and the favorable imgiaeh the fifty-third week, franchise and
license fees increased 16%. The increase was doweew unit development, units acquired from us$ same store sales growth. The
increase was partially offset by store closu



International Company Restaurant Margin

2001 2000 1999
Company sales 100.0 % 100.0% 100.0%
Food and paper 36.9 36.5 36.0
Payroll and employee benefits 19.1 195 21.0
Occupancy and other operating expenses 30.1 28.9 28.6
Company restaurant margin 13.9 % 15.1% 14.4%

Restaurant margin as a percentage of sales dedrapgeximately 120 basis points in 2001. This dase was primarily attributable to hig
operating costs and the acquisition of below aweragrgin stores from franchisees. The decreasgaréially offset by favorable pricing and
product mix.

Restaurant margin as a percentage of sales incré&deasis points in 2000. The increase was priynattributable to the favorable impact of
refranchising, the contribution of Company storéthwelow average margins to a new unconsolidatithte and store closures.
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International Ongoing Operating Profit

Ongoing operating profit increased $9 million or,38er a 7% unfavorable impact from foreign cuaetranslation. Excluding the
unfavorable impact of foreign currency translataon lapping the fifty-third week in 2000, ongoingeoating profit increased 12%. The
increase was driven by new unit development andessiore sales growth, partially offset by highestaarant operating costs.

Ongoing operating profit increased $44 million 6€4.in 2000, after a 2% unfavorable impact from ifgmecurrency translation. Excluding -
unfavorable impact of foreign currency translatéom the favorable impact of the fifty-third weekgoing operating profit increased 16%.
The increase was primarily due to new unit develepim

Consolidated Cash Flows

Net cash provided by operating activitiesncreased $341 million to $832 million. The increags primarily due to the collection of
receivables established in 2000 and the abseribe ainusual charges taken in 2000 related to therfSarve bankruptcy reorganization
process. Excluding the AmeriServe-related itemshqaovided by operating activities was $704 millieersus $734 million in 2000. See
Note 22 for a discussion of the AmeriServe banlaypéorganization proces

In 2000, net cash provided by operating activitiesreased $74 million to $491 million. The decreaae primarily due to unusual charges
related to the AmeriServe bankruptcy reorganizapimtess and the related use of working capitad. @iimary driver of the net use of
working capital was an increase in receivablesragifom the AmeriServe bankruptcy reorganizatioocess, which resulted in a net use of
working capital of approximately $135 million. Exding these AmeriServe-related items, cash fromaidjprgy activities increased by $143
million to $734 million. This increase was drivey & lower reduction of our working capital defittian in 1999.

Our working capital deficit, excluding cash andtcaguivalents, short-term investments and shom-tearrowings, is typical of restaurant
operations where a majority of sales are for casievpayment to suppliers carry longer payment gemgenerally from 130 days. The lowe
working capital deficit reduction in 2000 is thesudt of refranchising significantly fewer restaursam 2000 versus 1999, partially offset by a
change in payment terms in our food and supplyiigion agreement from 30 to 15 days.

Net cash used in investing activitiesas $503 million versus $237 million in 2000. Therease in cash used was primarily due to lower
gross refranchising proceeds as a result of seilimgr restaurants in 2001 and increased acquisitial capital spending. The increase was
partially offset by lapping the funding of a debinfpossession revolving credit facility to Ameri8e in 2000.

In 2000, net cash used in investing activities $237 million versus net cash provided of $522 willin 1999. The decline in cash flow from
investing activities was primarily due to lower gsaefranchising proceeds as a result of sellingfeestaurants to franchisees in 2000 ve
1999, increased capital spending related to dewsdop and funding of a debtor-in-possession revgleiredit facility to AmeriServe.

Although we report gross proceeds in our Consdidi&tatements of Cash Flows, we also considemefising proceeds on an "a-tax"



basis. We define aftdax proceeds as gross refranchising proceedshessettlement of working capital liabilities (pririlg accounts payabl
and property taxes) related to the units reframcha&nd payment of taxes on the gains. The aftepitaoceeds can be used to pay down debt or
repurchase shares. After-tax proceeds were appabaiyn$90 million in 2001 which reflects a 65% dease from 2000. This decrease was
due to the refranchising of fewer restaurants id12@ersus 2000. Aftetax proceeds were approximately $261 million in@062% decrea
versus 1999. This decrease was also due to refeamgliewer restaurants in 2000 than 1999.
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Net cash used in financing activitiesvas $352 million compared to $207 million in 2000e increase in cash used is primarily due to hi
repayment of debt partially offset by fewer shamsurchased in 2001 compared to 2000.

In 2000, net cash used in financing activities dased to $207 million versus $1.1 billion in 199@ do lower debt repayments. Less cash
was available for financing activities in 2000 dadower cash flow from operating and investing\aties, as described above.

In February 2001, our Board of Directors authoriagtew share repurchase program. This program izegBais to repurchase, through
February 14, 2003, up to $300 million of our outsiag common stock (excluding applicable transactees). During 2001, we repurchased
approximately 2.4 million shares for approximatBh00 million. See Note 19 for a discussion of thare repurchase program.

In 1999, our Board of Directors authorized the repase of up to $350 million of our outstanding coom stock (excluding applicable
transaction fees). This share repurchase prograsrcampleted in 2000. During 2000, we repurchased 6\ million shares for
approximately $216 million. See Note 19 for a d&sian of the share repurchase program.

Financing Activities

As more fully discussed in Note 12, our primary lbaredit agreement, as amended, is comprised efiars unsecured Term Loan Facility
and a $1.75 billion senior unsecured Revolving Erealcility, which was reduced from $3 billion aarpof the amendment discussed below
(collectively referred to as the "Credit FacilitiesThe Credit Facilities mature on October 2, 2082December 29, 2001, we had unused
Revolving Credit Facility borrowings available aggating $2.7 billion, net of outstanding lettercddit of $0.2 billion.

Amounts outstanding under our Credit Facilitie$586 million at December 29, 2001 have been classi#s short-term borrowings in the
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, which will reflethe market conditions and terms available dttthree.

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.

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 fr&#8.0 billion to $1.75 billion. As a result of trésnendment, we capitalized debt costs of
approximately $1.5 million. These costs will be atized into interest expense over the remainirgdifthe Credit Facilities.

We issued $850 million of unsecured Notes in 200tk issuance included $200 million of 8.5% Seniosétured Notes due April 15, 2006
and $650 million of 8.875% Senior Unsecured Notgs April 15, 2011. We used the proceeds, net ofiisse costs, to reduce amounts
outstanding under the Credit Facilities. We s#ll/a $550 million available for issuance under &#ifbn shelf registration. See Note 12 for
further discussion.

We use derivative financial instruments, includinggrest rate swaps, to lower interest expensavathge our exposure to interest rate risk.
See Notes 2 and 14 as well as our market riskatiseg for further discussion of our interest rigk.r
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Consolidated Financial Condition



Assetsincreased $239 million or 6% to $4.4 billion. Tineriease was primarily attributable to a net inceagproperty, plant and equipment
driven by capital spending and acquisitions in egagf depreciation, refranchising and dispositibassets. The fair value of derivatives
recorded as a result of the adoption of Statenfefin@ancial Accounting Standards No. 133 "Accougtiar Derivative Instruments and
Hedging Activities" ("SFAS 133") also contributemlthe increase. These increases were partiallgtdifs a reduction in net receivables
primarily related to the AmeriServe bankruptcy ggorization process.

Liabilities decreased $187 million or 4% to $4.3 billion. Tkekase was primarily attributable to net paydofwiebt, partially offset by
increases related to the adoption of SFAS 133.

Liquidity

Operating in the QSR industry allows us to genesatestantial cash flows from the operations of@mmpany stores and from our franchise
operations, which require a limited TRICON investini@ operating assets. Typically, our cash flomdude a significant amount of
discretionary capital spending. Though a declineirenues could adversely impact our cash flows foperations, we believe our operating
cash flows and our ability to adjust discretionaeapital spending and borrow funds will allow usrteet our cash requirements in 2002 and
beyond.

Significant contractual obligations and paymentsfd3ecember 29, 2001 due by year include:

Less than
1Year 1-3Ye ars 4-5Years Thereafter Total

Long-term debt(a) $ 537 $ 2 $ 551 $ 900 $ 1,990
Short-term borrowings 151 - - - 151
Debt excluding capital leases 688 2 551 900 2,141
Operating leases(b) 221 3 83 294 893 1,791
Capital leases(b) 11 22 17 87 137
Franchisee financing

obligations 15 14 - - 29
Contractual obligations $ 935 $ 4 21 $ 862 $ 1,880 $ 4,098

A. Excludes the derivative instrument adjustmenticilis discussed in Note 14.
B. These obligations, which are shown on a nomiaaldj relate to operating and capital leases fpraximately 4,400 restaurants.

See Note 12 for a discussion of short-term borrg&iand long-term debt and Note 13 for a discussideases.
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In addition, we have certain other commercial comrants where payment is contingent upon the occoeref certain events. As of
December 29, 2001, the maximum exposure under ttwamercial commitments, which are shown on a nahbasis, include:

Contingent liabilities associated with lease assign ments $ 435
Standby letters of credit(a) 204
Guarantees of unconsolidated affiliates' debt 12
Other commercial commitments 44

A. Includes $32 million related to guarantees o&fioial arrangements of franchisees, which are stgghby stand-by letters of credit.

See Notes 12 and 22 for a further discussion a&etletemmitments



Our unconsolidated affiliates also have Idegn debt outstanding. As of December 29, 2001déix totaled approximately $134 million, ¢
share of which was approximately $68 million. Adetbabove, we have guaranteed $12 million of ttal debt obligation. Our
unconsolidated affiliates had total assets of &880 million as of year-end 2001 and total reverofespproximately $1.6 billion in 2001.

Other Significant Known Events, Trends or Uncertairties Expected to Impact 2002 Ongoing Operating PrafComparisons with 2001
Euro Conversion

Twelve of the fifteen member countries of the Ewap Economic and Monetary Union adopted the Eusba@snmon legal currency. We
have Company and franchise businesses in the adapgmber countries. Beginning January 1, 2002, Bere-denominated bills and coins
were issued, and a transition period of two mob#gan. During the transition period local curreaciere removed from circulation. We t
actions to mitigate our risks related to the Ewsowersion efforts including the rollout of Euro-dygpoint-of-sale ("POS") equipment and
back-of-house hardware and software. We have mmrenced any significant issues or unexpectechbasiproblems resulting from the
Euro conversion. Given the absence of any sigmifipaoblems to date, we do not expect Euro conemrisisues to have a material adverse
effect on TRICON's operations or financial resuit2002.

Expenditures associated with our conversion effoteed approximately $5 million of which $3 milhi was incurred during 2001.
Approximately 30% of these costs related to cagixpenditures for new POS equipment and back-osédardware and software. The
remaining expenditures were mainly related to cliimguexpenses for initial impact studies and hefiite accounting systems. We do not
expect to incur significant Euro-related expendituin 2002.

Consumer acceptance of the Euro has not significanpacted our business to date. From a competjierspective, we continue to assess
the impact of product price transparency, poteméiaisions to our product bundling strategies, tmedcreation of Euro-friendly price points.
We do not believe that these activities will haustained adverse impacts on our businesses.

New Accounting Pronouncemer

See Note 2.
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Quantitative and Qualitative Disclosures About Market Risk

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

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 utilizatiminderivative financial instruments, primarily émest rate swaps. These swaps are entered
into with financial institutions and have resetefaand critical terms that match those of the uyithey debt. Accordingly, any change in
market value associated with interest rate swap#dst by the opposite market impact on the relafebt.

At December 29, 2001 and December 30, 2000, a hggioal 100 basis point increase in short-ternrégerates would result in a reduction
of $4 million and $19 million, respectively, in amad income before taxes. The estimated reductiondased upon the unhedged portion of
our variable rate debt and assume no changes rothme or composition of debt. In addition, the falue of our interest rate swaps at
December 29, 2001 and December 30, 2000 would aser=gpproximately $5 million and $11 million, restpeely. The fair value of our
Senior Unsecured Notes at December 29, 2001 aneniler 30, 2000 would decrease approximately $7iBoménd $25 million,
respectively. The significant change in the de@easdshe fair market value between 2001 and 2009 pvienarily due to the additional Senior
Unsecured Notes issued in 2001. Fair value wasrdeted by discounting the projected cash flows.

Foreign Currency Exchange Rate Risk

International ongoing operating profit constitutgzbroximately 31% and 29% of our 2001 and 2000 mwgoperating profit, respectively,
excluding unallocated and corporate expenses aedjfoexchange net loss. In addition, the Compamstsasset exposure (defined as foreign
currency assets less foreign currency liabilittesled approximately $1 billion and $900 milliosaf December 29, 2001 and December 30,
2000, respectively. Operating in international negslkexposes the Company to movements in foreigemey exchange rates. The Compa



primary exposures result from our operations ireA2acific and Europe. Changes in foreign currexcha&nge rates would impact the
translation of our investments in foreign operagiche fair value of our foreign currency denomadsfinancial instruments and our reported
foreign currency denominated earnings and cashstlow

We attempt to minimize the exposure related toilmuestments in foreign operations by financing thosrestments with local currency debt
when practical. In addition, we attempt to minimilkae exposure related to foreign currency denorathéihancial instruments by purchasing
goods and services from third parties in local @ncies when practical. Consequently, foreign cuyefenominated financial instruments
consist primarily of intercompany short-term reediles and payables. At times, we utilize forwardtaacts to reduce our risk exposure
related to these foreign currency denominated Gizinstruments. The notional amount and matwt#tes of these contracts match those of
the underlying receivables or payables such thafaraign currency exchange risk related to thas&riiments is eliminated. On a limited
basis, we utilize forward contracts in order tousal our risk exposure related to certain foreigmency denominated cash flows from
royalties. There were no such forward contractstantling as of December 29, 2001.
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Commodity Price Risk

We are subject to volatility in food costs as aitesf market risk associated with commaodity pric@sir ability to recover increased costs
through higher pricing is, at times, limited by th@mpetitive environment in which we operate. Wenagge our exposure to this risk primarily
through pricing agreements as well as, on a linti@sis, commodity future and option contracts. &hveere no commaodity future and option
contracts outstanding at December 29, 2001, arskthotstanding at December 30, 2000, were notfiigni to the Consolidated Financial
Statements.

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 Se2fiéof the Securities Exchange Act of 1934, asraleé. The statements include those
identified by such words as "may," "will," "expéctanticipate,” "believe," "plan" and other simil@rminology. These "forward-looking
statements" reflect our current expectations reggriliture events and operating and financial pereince and are based upon data available
at the time of the statements. Actual results meaisks and uncertainties, including both thosecHj to the Company and those specific to
the industry, and could differ materially from egpaions.

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.; aurstantial debt leverage and the attendant poteasitriction on our ability to borrow in the
future, as well as our substantial interest expamsieprincipal repayment obligations; our abilyréplace or refinance the Credit Facilities at
reasonable rates; potential unfavorable varianebsden estimated and actual liabilities including liabilities related to the sale of the non-
core businesses; our ability to secure alternalis&ibution of products and equipment to our nestats and our ability to ensure adequate
supply of restaurant products and equipment instanes; our ability to complete our Euro convergitans or the ability of our key suppliers
to be Euro-compliant; the ongoing financial viayilof our franchisees and licensees; volatilityaofuarially determined losses and loss
estimates and adoption of new or changes in accmupblicies and practices including pronouncementsnulgated by standard setting
bodies.

Industry risks and uncertainties include, but ayelimited to, global and local business, econoamd political conditions; legislation and
governmental regulation; competitor activities;gs of operating initiatives and advertising arahtional efforts; volatility of commaodit
costs; increases in minimum wage and other operatists; availability and cost of land and congtom; consumer preferences, spending
patterns and demographic trends; political or eoonadnstability in local markets and changes inreacy exchange and interest rates.
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Consolidated Statements of Income

TRICON Global Restaurants, Inc. and Subsidiaries

Fiscal years ended December 29, 2001, Decemb&080,and December 25, 1999
(in millions, except per share data)

20 01 2000 1999
Revenues
Company sales $ 6, 138 $ 6,305 $ 7,099
Franchise and license fees 815 788 723
6, 953 7,093 7,822
Costs and Expenses, net
Company restaurants
Food and paper 1, 908 1,942 2,238
Payroll and employee benefits 1, 666 1,744 1,956
Occupancy and other operating expenses 1, 658 1,665 1,814
5, 232 5,351 6,008
General and administrative expenses 796 830 895
Franchise and license expenses 59 49 25
Other (income) expense (23) (25) (16)
Facility actions net loss (gain) 1 (176) (381)
Unusual items (income) expense 3) 204 51

Total costs and expenses, net 6, 062 6,233 6,582




Operating Profit 891 860 1,240

Interest expense, net 158 176 202

Income Before Income Taxes 733 684 1,038
Income Tax Provision 241 271 411

Net Income ______$__ 492 % 413 $ 627

Basic Earnings Per Commo_nfhgr_e__ $ 336 $ 281 $ 4 .09
Diluted Earnings Per Common Share $ 324 $ 277 $ 39 2

See accompanying Notes to Consolidated Financa®ents.
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Consolidated Statements of Cash Flows

TRICON Global Restaurants, Inc. and Subsidiaries

Fiscal years ended December 29, 2001, Decemb&080,and December 25, 1999
(in millions)

2001 2000 1999

Cash Flows - Operating Activities
Net income $ 492 $ 413 $ 627
Adjustments to reconcile net income to net cash

provided by operating activities:

Depreciation and amortization 354 354 386

Facility actions net loss (gain) 1 (176) (381)

Unusual items (6) 120 45

Other liabilities and deferred credits (1) (5) 65

Deferred income taxes (72) (51) (16)

Other non- cash charges and credits, net 15 43 66

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

Accounts and notes receivable 116 (161) (28)
Inventories (8) 11 6
Prepaid expenses and other current assets 3) (3) (13)
Accounts payable and other current liabilities (13) (94) (215)
Income taxes payable (33) 40 23

Net change in operating working capital 59 (207) (227)




Net Cash Provided by Operating Activities

Cash Flows - Investing Activities

Capital spending

Proceeds from refranchising of restaurants
Acquisition of restaurants

AmeriServe funding, net

Short- term investments

Sales of property, plant and equipment
Other, net

Net Cash (Used in) Provided by Investing Activities

Cash Flows - Financing Activities

Proceeds from Senior Unsecured Notes

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

Proceeds from long-term debt

Repayments of long- term debt

Short-term borrowings- three months or less, net
Repurchase shares of common stock

Other, net

Net Cash Used in Financing Activities
Effect of Exchange Rate Changes on Cash and Cash Eq

Net (Decrease) Increase in Cash and Cash Equivalent
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

832 491
(636) (572)
111 381
(108) (24)
- (70)
27 (21)
57 64
46 5
(503) (237)
842 -
turity
(943) 82
1 -
(258)
58

(100)  (216)
48 37

(352)  (207)

uivalents - 3)

s (23) 44
133 89 121

$ 110 $ 133 %

(470)
916
(6)

39
51

(8)
522

(860)

(99)  (180)
(11) 21
(134)
30

(32)

See accompanying Notes to Consolidated Financidt®ients.
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Consolidated Balance Sheets

TRICON Global Restaurants, Inc. and Subsidiaries
December 29, 2001 and December 30, 2000

(in millions)

ASSET¢

Current Assets

Cash and cash equivalents

Short-term investments, at cost

Accounts and notes receivable, less allowance:
$77 in 2001 and $82 in 2000

Inventories

Prepaid expenses and other current assets

2001 2000

$ 110 $ 133

35 63
175 302
56 47
92 68



Deferred income tax assets
Total Current Assets 547

Property, plant and equipment, net
Intangible assets, net

Investments in unconsolidated affiliates
Other assets

Total Assets $

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)
Current Liabilities

Accounts payable and other current liabilities

Income taxes payable

Short-term borrowings

Total Current Liabilities 1,805

Long-term debt
Other liabilities and deferred credits
Deferred income taxes

Total Liabilities 4,284

Shareholders' Equity (Deficit)

Preferred stock, no par value, 250 shares authorize
no shares issued

Common stock, no par value, 750 shares authorized;
147 shares issued in 2001 and 2000, respectively

Accumulated deficit

Accumulated other comprehensive income (loss)

Total Shareholders' Equity (Deficit)

Total Liabilities and Shareholders' Equity (Deficit

79

75

2,777
458
213
393

688

2,540
419
257
245

4,388 $ 4,149

$ 995 $

114
696

978
148
90

1,552
927

1,216

2,397
848
10

4,471

d;

146 and
1,097
(786)
(207)

1,133
(1,278)
177)

104 (322)

) $ 4388 $ 4,149

See accompanying Notes to Consolidated Financidt®ients.

Consolidated Statements of Shareholders' Equity (Dieit) and Comprehensive Income

TRICON Global Restaurants, Inc. and Subsidiaries

Fiscal years ended December 29, 2001, Decemb&080,and December 25, 1999

(in millions)

Issued

Common Stock

Shares Amount

Accumulated
Other
Accumulated Comprehensive
Deficit Income (Loss)




Balance at December 26, 1998 153 $ 1,305 $(2,31 8) $(150) $ (1,1

Net income 627
Foreign currency translation adjustment 15
Minimum pension liability adjustment (net

of tax of $1 million) 2

Comprehensive Income
Adjustment to opening equity related to net
advances from PepsiCo 7
Repurchase of shares of common stock 3) (134
Stock option exercises (includes tax benefits of
$14 million) 1 39
Compensation- related events 47 a7

Balance at December 25, 1999 151 $ 1,264 $ (1,69 1) $(133) $ (56

Net income 413
Foreign currency translation adjustment 44)

Comprehensive Income
Repurchase of shares of common stock (6) (216)
Stock option exercises (includes tax benefits
of $5 million) 2 46
Compensation- related events 39 39

Balance at December 30, 2000 147 $ 1,133 $ (1,27 8) $@77) $ (32

Net income 492
Foreign currency translation adjustment (5)
Net unrealized loss on derivative instruments

(net of tax benefits of $1 million) ()
Minimum pension liability adjustment

(net of tax benefits of $14 million) (24)

Comprehensive Income
Repurchase of shares of common stock (3) (100)
Stock option exercises (includes tax benefits of
$13 million) 2 58
Compensation- related events 6 6

Balance at December 29, 2001 146 $ 1,097 $ (78 6) $(207) $ 10

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

Note 1 - Description of Business

TRICON Global Restaurants, Inc. and Subsidiariefi€ctively referred to as "TRICON" or the "Compdahis comprised of the worldwide
operations of KFC, Pizza Hut and Taco Bell (theri€pts") and is the world's largest quick servestaurant company based on the number
of system units, with over 30,000 units in morenti@0 countries and territories. Approximately 36Pour system units are located outs



the U.S. TRICON was created as an independentighublvned company on October 6, 1997 (the "SpinBaite") via a tax-free distribution
by our former parent, PepsiCo, Inc. ("PepsiCo"pwf Common Stock (the "Distribution” or "Spin-gfto its shareholders. References to
TRICON throughout these Consolidated Financialebt@ints are made using the first person notatiohwef "us " or "our."

Through our widely-recognized Concepts, we devedperate, franchise and license a system of batlitional and non-traditional quick
service restaurants. Each Concept has proprietanuritems and emphasizes the preparation of foddhigh quality ingredients as well as
unique recipes and special seasonings to provipdeadipg, tasty and attractive food at competitiviegs. Our traditional restaurants feature
dine-in, carryout and, in some instances, drive-thrdelivery service. Non-traditional units, whiakre principally licensed outlets, include
express units and kiosks which have a more limitedu and operate in non-traditional locations ékgorts, gasoline service stations,
convenience stores, stadiums, amusement parksodlades, where a full-scale traditional outlet wibabt be practical or efficient. We are
actively pursuing the strategy of multibranding,aemtwo or more of our Concepts are operated inglesrestaurant unit. In addition, we are
testing multibranding options involving one of dioncepts and a restaurant concept not owned tinggtl with TRICON.

Note 2 - Summary of Significant Accounting Policies

Our preparation of the accompanying Consolidatedfgial Statements in conformity with accountinpgiples generally accepted in the
U.S. requires us to make estimates and assumptiahaffect reported amounts of assets and ligs|idisclosure of contingent assets and
liabilities at the date of the financial statemeatsd the reported amounts of revenues and expdoseg the reporting period. Actual results
could differ from the estimates.

Principles of Consolidation and Basis of Preparatin. Intercompany accounts and transactions have béaamated. Investments in
businesses in which we exercise significant infagebut do not control are accounted for by thetgquethod. Our share of the net income or
loss of those unconsolidated affiliates and negifpr exchange gains or losses are included in ¢ith@yme) expense.

Fiscal Year.Our fiscal year ends on the last Saturday in Deegrabd, as a result, a fifty-third week is addeerg¥ive or six years. Fiscal
year 2000 included 53 weeks. The first three qusudéeach fiscal year consist of 12 weeks anddhgh quarter consists of 17 weeks

fiscal years with 53 weeks and 16 weeks in fisealrg with 52 weeks. Our subsidiaries operate oitasifiscal calendars with period end
dates suited to their businesses. The subsidipeesd end dates are within one week of TRICONI$qa end date with the exception of our
international businesses, which close one periathermonth earlier to facilitate consolidated répgr

ReclassificationsWe have reclassified certain items in the accomipgn@onsolidated Financial Statements and Notathdor prior
periods to be comparable with the classificationagiepted for the fiscal year ended December 291 .2ZDBese reclassifications had no effect
on previously reported net income.
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Franchise and License OperationsWe execute franchise or license agreements for paich of distribution which sets out the termsaf
arrangement with the franchisee or licensee. Qurchise and certain license agreements requireathehisee or licensee to pay an initial,
non-refundable fee and continuing fees based ugmr@ntage of sales. Subject to our approval agthpnt of a renewal fee, a franchisee
may generally renew the franchise agreement ugaexjpiration.

We recognize initial fees as revenue when we havi®pned substantially all initial services reqditgy the franchise or license agreement,
which is generally upon opening of a store. We ge@e continuing fees as earned with an approppiaieision for estimated uncollectible
amounts, which is included in franchise and licemggenses. We recognize renewal fees in income whenewal agreement becomes
effective. We include initial fees collected uptwe sale of a restaurant to a franchisee in refiaimghgains (losses). Fees for development
rights are capitalized and amortized over thedfféhe development agreement.

We incur expenses that benefit both our franchigkli@ense communities and their representativardegtions and our company operated
restaurants. These expenses, along with other absédes and servicing of franchise and licenseeagents are charged to general and
administrative expenses as incurred. Certain daests of our franchise and license operationglaaeged to franchise and license expenses.
These costs include provisions for estimated uacthble fees, franchise and license marketing fugdamortization expense for franchise
related intangible assets and certain other dinecemental franchise and license support costndhise and license expenses also includes
rent income from subleasing restaurants to fraeesisiet of the related occupancy costs.

We monitor the financial condition of our franchéseand licensees and record provisions for estarasses on receivables when we believe
that our franchisees or licensees are unable te e required payments. While we use the béstrimation available in making our
determination, the ultimate recovery of recordezkieables is also dependent upon future econonants\and other conditions that may be
beyond our control. Included in franchise and Ismexpenses are provisions for uncollectible fremechnd license receivables of $24 milli
$30 million and $2 million in 2001, 2000 and 198&spectively



Direct Marketing Costs. We report substantially all of our direct marketiz@sts in occupancy and other operating expensessharge
direct marketing costs to expense ratably in r@hatd revenues over the year in which incurred anthe case of advertising production cc
in the year first shown. Deferred direct marketingts, which are classified as prepaid expensesjstiof media and related advertising
production costs which will generally be used fu# first time in the next fiscal year. To the exter participate in independent advertising
cooperatives, we expense our contributions as iaduAt the end of 2001 and 2000, we had deferraketing costs of $2 million and $8
million, respectively. Our advertising expensesav&828 million, $325 million and $385 million in @D, 2000 and 1999, respectively.

Research and Development ExpenseResearch and development expenses, which we exaemmseurred, were $28 million in 2001 and
million in both 2000 and 1999.

Refranchising Gains (Losses)Refranchising gains (losses) includes the gairlgsses from the sales of our restaurants to nevezristing
franchisees and the related initial franchise fesdiced by transaction costs and direct admitiigtraosts of refranchising. In executing our
refranchising initiatives, we most often offer gpsof restaurants. We recognize gains on restatgfranchisings when the sale transaction
closes, the franchisee has a minimum amount gbtinehase price in at-risk equity, and we are satighat the franchisee can meet its
financial obligations. If the criteria for gain @gnition are not met, we defer the gain to themxee have a remaining financial obligation in
connection with the sales transaction. Deferredgjare recognized when these criteria are met ouanancial obligation is reduced. We
only consider stores "held for disposal” when thsy expected to be sold at a loss. We recognizaast losses on restaurants to be
refranchised and suspend depreciation and amdotizahen: (a) we make a decision to refranchisgth® estimated fair value less costs to
sell is less than the carrying amount of the stqi@ghe stores can be immediately removed froerajons; and (d) the sale is probable
within one year. When we make a decision to regastore previously held for refranchising, we reeahe store at the lower of its net book
value at our
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original disposal decision date less normal dept&ni and amortization during the period held fispdsal or its current fair market value.
This value becomes the store's new cost basis.Hatge (or credit) any difference between the saa'rying amount and its new cost basis
to refranchising gains (losses). When we make &sidecto close a store previously held for refrasirty, we reverse any previously
recognized refranchising loss and then recordttre €losure costs as described below. For grofipsstaurants expected to be sold at a ¢

we typically do not suspend depreciation and aratitin until the sale is probable. For practicaipppses, we treat the closing date as the
point at which the sale is probable. Refranchigjams (losses) also include charges for estimatpdseires related to those partial guarantees
of franchisee loan pools and contingent leaseliieds which arose from refranchising activitiehebe exposures are more fully discussed in
Note 22.

Store Closure CostsWe recognize the impairment of a restaurant's sissestore closure costs when we have closed lacespthe

restaurant within the same quarter our decisiondde. Store closure costs also include costs pbslisg of the assets as well as other facility-
related expenses from previously closed storess@ hests are expensed as incurred. Additionallyyeatiate the closure is considered
probable, we record a liability for the net presealtie of any remaining operating lease obligatgutssequent to the expected closure date,
net of estimated sublease income, if any.

Considerable management judgment is necessaryittwags future cash flows, including sublease incoAeeordingly, actual results could
vary significantly from the estimates.

Impairment of Long-Lived Assets.We review our long-lived assets related to eactaueant to be held and used in the business, imgud
any allocated intangible assets, semi-annuallynfipairment, or whenever events or changes in cigtantes indicate that the carrying
amount of a restaurant may not be recoverable. W&kiate restaurants using a "two-year history @raping losses" as our primary indicator
of potential impairment. Based on the best infoiamavailable, we write down an impaired restautarits estimated fair market value,
which becomes its new cost basis. We generally nneastimated fair market value by discountingnested future cash flows. In addition,
when we decide to close a store beyond the quartenich the closure decision is made, it is revaéeviior impairment and depreciable lives
are adjusted. The impairment evaluation is basati@estimated cash flows from continuing use uhélexpected disposal date plus the
expected terminal value.

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

Impairment of Investments in Unconsolidated Affilistes and Enterprise-Level Goodwill.Our methodology for determining and measu
impairment of our investments in unconsolidatediafés and enterprise-level goodwill is similarthe methodology we use for our
restaurants except: (a) the recognition test fana@stment in an unconsolidated affiliate compahescarrying amount of our investment to a
forecast of our share of the unconsolidated aféilsaundiscounted cash flows after interest anesténstead of undiscounted cash flows be
interest and taxes used for our restaurants; gnehlerprise-level goodwill is generally evaluaédd country level instead of by individual
restaurant. Also, we record impairment chargegadlto investments in unconsolidated affiliates méhar other circumstances indicate that a
decrease in the value of an investment has occuézh is other than temporai



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

Cash and Cash EquivalentsCash equivalents represent funds we have temponaviésted (with original maturities not exceedthgee
months) as part of managing our day-to-day opegatésh receipts and disbursements.

Inventories. We value our inventories at the lower of cost (cated on the first-in, first-out method) or net izable value.
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Property, Plant and Equipment. We state property, plant and equipment at costdessmulated depreciation and amortization, impeairm
writedowns and valuation allowances. We calculaerélciation and amortization on a straight-lineisaser the estimated useful lives of the
assets as follows: 5 to 25 years for buildingsiamatovements, 3 to 20 years for machinery and eqgei and 3 to 7 years for capitalized
software costs. As discussed further above, weesusgdepreciation and amortization on assets retatesstaurants that are held for disposal.

Internal Development Costs and Abandoned Site CostéV/e capitalize direct costs associated with theagtpisition and construction of a
Company unit on that site, including direct intdnpayroll and payroll-related costs and direct exdé costs. Only those site-specific costs
incurred subsequent to the time that the site adepn is considered probable are capitalized. Whesier acquisition probable upon final site
approval. If we subsequently make a determinatian & site for which internal development costsehasen capitalized will not be acquired
or developed, any previously capitalized interrealalopment costs are expensed and included in @egedl administrative expenses.

Intangible Assets.Intangible assets include both identifiable intéfeg and goodwill arising from the allocation ofghase prices of
businesses acquired. Where appropriate, intanggsets are allocated to individual restaurantseatitne of acquisition. We base amounts
assigned to identifiable intangibles on indepen@@piraisals or internal estimates. Goodwill repmessthe residual purchase price after
allocation to all identifiable net assets. Our nmg#le assets are stated at historical allocatstlless accumulated amortization and impairi
writedowns. We amortize intangible assets on agstrdine basis as follows: up to 20 years for mpared franchise rights, 3 to 40 years for
trademarks and other identifiable intangibles apdou20 years for goodwill. As discussed abovesuspend amortization on intangible as
allocated to restaurants that are held for disposal

See "New Accounting Pronouncements Not Yet Adopteda discussion of the anticipated impact of &tant of Financial Accounting
Standards ("SFAS") No. 141, "Business CombinatigtSFAS 141") and SFAS No. 142, "Goodwill and Othreangible Assets" ("SFAS
142™) on our accounting for intangible assets.

Stock-Based Employee CompensatioiVe measure stock-based employee compensationocdsidncial statement purposes in accordance
with Accounting Principles Board ("APB") Opinion NB5, "Accounting for Stock Issued to Employeesd &s related interpretations. We
include pro forma information in Note 16 as reqdiby SFAS No. 123, "Accounting for Stock-Based Cengation" ("SFAS 123").
Accordingly, we measure compensation cost for stqtlon grants to employees as the excess of thege market price of the Common
Stock at the grant date over the amount the employest pay for the stock. Our policy is to gengrghant stock options at the average
market price of the underlying Common Stock atdhte of grant.

Derivative Financial Instruments. Our policy prohibits the use of derivative instrurtsefor trading purposes, and we have procedures in
place to monitor and control their use. Our usdesivative instruments has included interest rateps, collars, forward rate agreements and
foreign currency forward contracts. In addition, wiize on a limited basis, commodity futures adions contracts. Our interest rate and
foreign currency derivative contracts are entengd Wwith financial institutions while our commoditierivative contracts are exchange traded.

Effective December 31, 2000, we adopted SFAS N8, 18ccounting for Derivative Instruments and HeugiActivities” ("SFAS 133").
SFAS 133 requires that all derivative instrumergsdrorded on the Consolidated Balance Sheetrataflaie. The accounting for changes in
the fair value (i.e., gains or losses) of a dehixainstrument is dependent upon whether the diévivlas been designated and qualifies as
of a hedging relationship and further, on the tgpbedging relationship. For derivative instrumethizt are designated and qualify as a fair
value hedge, the gain or loss on the derivativieungent as well as the offsetting gain or losstantiedged item attributable to the hedged
are recognized in the results of operations. Fdratve instruments that are designated and quakfa cash flow hedge, the effective por
of the gain or loss on the derivative instrumengjsorted as a component of other comprehensiwariaqloss) ("OCI") and reclassified into
earnings in the same period or periods during wifiehhedged transaction affects earnings. Any é&uogiffe portion of the gain or loss on the
derivative instrument is recorded in the resultemdrations immediately. For derivative instrumerdgsdesignated as hedging instruments,
the gain or loss is recognized in the results @frafions immediately. The cumulative effect of admpof SFAS 133 was
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insignificant. For fiscal years prior to the adoptiof SFAS 133, our treatment of derivative instemts was as described in the following
paragraphs.

We recognized the interest differential to be paideceived on interest rate swap and forwardagteements as an adjustment to interest
expense as the differential occurred. We recogrtizednterest differential to be paid or receivedam interest rate collar as an adjustment to
interest expense when the interest rate fell belovose above the collared range. We reflecteddbegnized interest differential not yet
settled in cash in the accompanying Consolidatddriga Sheets as a current receivable or payable.

Each period, we recognized in income foreign exgkagains and losses on forward contracts that designated and effective as hedges of
foreign currency receivables or payables as tHerdiftial occurred. These gains or losses werehagffset by the corresponding gain or |
recognized in income on the currency translatiothefreceivable or payable, as both amounts wesedoapon the same exchange rates. We
reflected the recognized foreign currency diffeiarfor forward contracts not yet settled in cashtlee accompanying Consolidated Balance
Sheets each period as a current receivable or fgaydich period, we recognized in income the chamdgr value of foreign exchange gains
and losses on forward contracts that were entetedo mitigate the foreign exchange risk of cerfarecasted foreign currency denominated
royalty receipts. We reflected the fair value afgb forward contracts not yet settled on the Cageteld Balance Sheets as a current
receivable or payable. If a foreign currency fordveontract was terminated prior to maturity, thenga loss recognized upon termination
immediately recognized in income.

We deferred gains and losses on futures and optiamsacts that were designated and effective dgdseof future commodity purchases and
included them in the cost of the related raw matervhen purchased. Changes in the value of fuandsptions contracts that we used to
hedge components of our commodity purchases wgtdyhiorrelated to changes in the value of the lpased commodity attributable to the
hedged component.

New Accounting Pronouncements Not Yet Adoptedn 2001, the Financial Accounting Standards Bo&F\EB") issued SFAS 141, which
supersedes APB Opinion No. 16, "Business CombinstidSFAS 141 eliminates the pooling-of-interestthnd of accounting for business
combinations and modifies the application of thechase accounting method. SFAS 141 also specifiiesia intangible assets acquired in a
purchase method business combination must meet tedognized and reported separately from goodWik provisions of SFAS 141 were
effective for transactions accounted for usingpghechase method that were completed after Jun20®0,. Such transactions were not
significant for the Company through December 29120

Historically, the Company's business combinaticagetprimarily consisted of acquiring restaurantsrfrour franchisees and have been
accounted for using the purchase method of acawgirifihe primary intangible asset to which we haseegally allocated value in these
business combinations is reacquired franchisegighfe have determined that reacquired franchisgsigo not meet the criteria of SFAS 141
to be recognized as an asset apart from goodwiill.

In 2001, the FASB also issued SFAS 142, which squkrs APB Opinion No. 17, "Intangible Assets." SHASR eliminates the requirement
to amortize goodwill and indefinite-lived intanggbhssets, addresses the amortization of intangdiskets with a defined life, and addresses
impairment testing and recognition for goodwill enthngible assets. SFAS 142 applies to goodwdl iatangible assets arising from
transactions completed before and after its effealate. SFAS 142 is effective for the Companyfifmal year 2002.

If SFAS 142 had been effective for fiscal year 200 cessation of amortization of goodwill andéfidite-lived intangibles would have
resulted in our reported net income being approtefgéb26 million higher. We have not yet determirtieel impact of the transitional goodv
impairment test, which is required to be perforrmedonnection with to the adoption of SFAS 142.
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In 2001, the FASB issued SFAS No. 143, "AccounfingAsset Retirement Obligations" ("SFAS 143"), athiwill be effective for the
Company beginning fiscal year 2003. SFAS 143 adéethe financial accounting and reporting forgadlons associated with the retirement
of tangible long-lived assets and the associateetastirement costs. We have not yet determinedhtipact of adopting SFAS 143 on the
Company's Financial Statements.

In 2001, the FASB issued SFAS No. 144, "Accounforghe Impairment or Disposal of Long-Lived AsSet'SFAS 144") which supersedes
SFAS No. 121, "Accounting for the Impairment of Igshived Assets and for Long-Lived Assets to Be Digd Of" ("SFAS 121") and the
accounting and reporting provisions of APB No. '3eporting the Results of Operations -- Reportimg Effects of Disposal of a Segment of
a Business, and Extraordinary, Unusual and Infretipu®©ccurring Events and Transactions" for thepdsal of a segment of a business. S
144 retains many of the fundamental provisionsFAS 121, but resolves certain implementation issigssciated with that Statement. SFAS
144 is effective for the Company for fiscal yeaD20We do not anticipate that the adoption of SHA& will have a significant impact on ¢
results of operation:



Note 3 - Accumulated Other Comprehensive Income (Ls3)

Accumulated other comprehensive income (loss) dedu

2001 2000
Foreign currency translation adjustment $ (182) $ (177)
Minimum pension liability adjustment, net of tax (24) -
Unrealized losses on derivative instruments, net of tax (1) -
Total accumulated other comprehensive income (loss) $ (207) $ (177)
Note 4 - Earnings Per Common Share ("EPS")
2001 2000 1999

Net income $ 492 $ 413 $ 627
Basic EPS:
Weighted-average common shares outstanding 147 147 153
Basic EPS $ 336 $ 281 $ 4.09
Diluted EPS:
Weighted-average common shares outstanding 147 147 153
Shares assumed issued on exercise of dilutive

share equivalents 27 19 24
Shares assumed purchased with proceeds of dilutive

share equivalents (22) a7 a7
Shares applicable to diluted earnings 152 149 160
Diluted EPS $ 324 $ 277 $ 3.92

Unexercised employee stock options to purchaseoajpately 2.6 million, 10.8 million and 2.5 milliashares of our Common Stock for the
years ended December 29, 2001, December 30, 2@Desember 25, 1999, respectively, were not inadudehe computation of dilute
EPS because their exercise prices were greatethbaaverage market price of our Common Stock duitie year.
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Note 5 - Items Affecting Comparability of Net Incore

Facility Actions Net Loss (Gain)

Facility actions net loss (gain) consists of thiéofeing three components as described in Note 2:

e Refranchising (gains) losses;
e Store closure costs; and
e Impairment of lon-lived assets for restaurants we intend to conttouese in the business and restaurants we intecidge.



u.s.
Refranchising net (gains)(b)(c)
Store closure costs

Impairment charges for stores that will continue

to be used in the business

Impairment charges for stores to be closed

Facility actions net (gain)

International

Refranchising net losses (gains)(b)(c)

Store closure costs

Impairment charges for stores that will continue

to be used in the business

Impairment charges for stores to be closed

Facility actions net loss

Worldwide
Refranchising net (gains)(b)(c)
Store closure costs

Impairment charges for stores that will continue

to be used in the business(d)

Impairment charges for stores to be closed(d)

Facility actions net loss (gain)

2001 2000 1999(a)

$ (44) $ (202) $ (405)

13 6 5

10 3 6

4 5 9
17) (188) (385)

5 2 17)

4 4 8

8 5 10

1 1 3

18 12 4
(39) (200) (422)
17 10 13
18 8 16

5 6 12

$ 1 $ (176) $ (381)

A. Includes favorable adjustments of $19 million ie th.S. and unfavorable adjustments of $6 milliomiernational related to our 19
fourth quarter charge. These adjustments primeglbted to lower-than-expected losses from stoigsoded of, decisions to retain
certain stores originally expected to be dispodeahd changes in estimated costs. The originakiioguarter 1997 charge included
estimates for the costs of closing stores; redostto fair market value, less costs to sell, ofaleying amounts of certain restaurants
we intended to refranchise; and impairments ofa@emestaurants intended to be used in the business

B. Includes initial franchise fees in the U.S. ofiidlion in 2001, $17 million in 2000 and $38 mdh in 1999 and in International of $3

million in both 2001 and 2000 and $7 million in P9%ee Note 7.

C. In 2001, U.S. refranchising net (gains) inclu@&@ million of previously deferred refranchisingrgmand International refranchising
net losses (gains) included a charge of $11 milidmark to market the net assets of the Singapesmess, which is held for sale.

D. Impairment charges for 2001, 2000 and 1999 weeerded against the following asset categories:

Property, plant and equipment

Goodwill

Reacquired franchise rights

Total impairment

2001 2000 1999

$ 23 $ 12 $ 25

The following table summarizes the 2001 and 20@Wiacrelated to reserves for stores disposedrdfedd for disposal.

Asset
Impairment
Allowances Liabilities




Balance at December 25, 1999 $ 20 $ 71

Amounts used (20) (22)
(Income) expense impact:

New decisions 14 5

Estimate/decision changes (4) (7
Other - 3
Balance at December 30, 2000 $ 20 $ 50
Amounts used (8) (18)
(Income) expense impact:

New decisions 21 6

Estimate/decision changes - 1
Other (6) 9
Balance at December 29, 2001 $ 27 $ 48

The following table summarizes the carrying valfiagsets held for disposal by reportable operaé@gment.

2001 2000
u.s. $ 8 $ 6
International(a) 36 -
$ 4 $ 6

A. The carrying value in 2001 relates to the Singapmusiness, which operates approximately 100 stsef December 29, 2001.
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The following table summarizes Company sales asthoeant margin related to stores held for dispasBlecember 29, 2001 or disposed of
through refranchising or closure during 2001, 2806 1999. Restaurant margin represents Compang Isakethe cost of food and paper,
payroll and employee benefits and occupancy aner @therating expenses. These amounts do not inthedenpact of Company stores that
have been contributed to unconsolidated affiliates.

2001 2000 1999
Stores held for disposal at December 29, 2001:
Sales $ 114 $ 114 $ 110
Restaurant margin 9 8 12
Stores disposed of in 2001, 2000 and 1999:
Sales $ 157 $ 684 $ 1,716
Restaurant margin 15 88 202

Restaurant margin includes a benefit from the susipa of depreciation and amortization of approxeha$l million, $2 million and $9
million in 2001, 2000 and 1999, respectively.

Unusual Items (Income) Expense

2001 2000 1999

U.S. $ 15 $ 29 $ 13
International - 8 3
Unallocated (18) 167 35




Worldwide $ (B $ 204 $ 51

Unusual items income in 2001 primarily included: ecoveries of approximately $21 million relatedtie AmeriServe Food Distribution
Inc. ("AmeriServe") bankruptcy reorganization prege(b) aggregate settlement costs of $15 millasveiated with certain litigation; and (c)
expenses, primarily severance, related to decismageamline certain support functions. See @téor discussions of the AmeriServe
bankruptcy reorganization process and litigation.

In the fourth quarter of 2001, we recorded expensepproximately $4 million related to streamligicertain support functions, which
included the termination of approximately 90 empley. The reserves established, which primarilyedito severance, were almost fully
utilized in the first quarter of 2002.

Unusual items expense in 2000 included: (a) $17omiof charges and direct incremental costs esldb the AmeriServe bankruptcy
reorganization process; (b) an increase in thenastid costs of settlement of certain wage and lt@ation and associated defense costs
incurred in 2000; (c) costs associated with thenfiiion of new unconsolidated affiliates; and (d thversal of excess provisions arising fi
the resolution of a dispute associated with thpatigion of our Non-core Businesses, which is dised in Note 22.

Unusual items expense in 1999 included: (a) theevaif of approximately $41 million owed to us byn&riServe at the AmeriServe
bankruptcy petition date; (b) an increase in thereded costs of settlement of certain wage and hibgation and associated defense and
other costs incurred in 1999; (c) favorable adj@stta to our 1997 fourth quarter charge; (d) theeatown to estimated fair market value i
cost to sell of our idle Wichita processing fagilie) costs associated with the formation of nemamsolidated affiliates; (f) the impairment
of enterprise-level goodwill in one of our interiaaal businesses; and (g) severance and othecastit related to strategic decisions to
streamline the infrastructure of our internatiobasiness. The original fourth quarter 1997 changtuded impairments of certain investments
in unconsolidated affiliates to be retained andso$§certain personnel reductions.
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Accounting Changes

In 1998 and 1999, we adopted several accountindhanthn resource policy changes (collectively, eibunting changes™) which favorably
impacted our 1999 operating results by approxinge2b million. The estimated impact is summarizetbty:

19 99
Genera I and
Restaurant Adminis trative Operating
Margin Expe nses Profit
u.s. $ 11 $ 4 $ 15
Unallocated - 1 4 14
Total $ 11 $ 1 8 $ 29

The accounting changes were as follows:

Effective December 27, 1998, we adopted StatenfdPpsition 98-1 ("SOP 98-1"), "Accounting for thess of Computer Software
Developed or Obtained for Internal Use." Based wnaoloption of SOP 98-1, we capitalized approxifye&3 million of internal software
development costs and third party software cos1®89. The amortization of computer software asbetisbecame ready for their intended
use in 1999 was insignificant.

In addition, we adopted Emerging Issues Task Flasiee No. 97-11 ("EITF 97-11"), "Accounting for énbal Costs Relating to Real Estate
Property Acquisitions," upon its issuance in Mat&98. In the first quarter of 1999, we also madisaretionary policy change limiting the
types of costs eligible for capitalization to thalect cost types described as capitalizable us@# 981. This change unfavorably impac!
our 1999 operating profit by approximately $3 roitli

To conform to the Securities and Exchange Commissi@pril 23, 1998 interpretation of SFAS 121 otars closure accounting policy w



changed in 1998. Effective for closure decisionslenan or subsequent to April 23, 1998, we recogsiiaee closure costs when we have
closed the restaurant within the same quarterltdse decision is made. When we decide to classtaurant beyond the quarter in which
the closure decision is made, we review it for impant. In fiscal year 1999, this change resulteddditional depreciation and amortization
of approximately $3 million through April 23, 1999.

In 1999, the methodology used by our independenbag was refined and enhanced to provide a mdigble estimate of the self-insured
portion of our current and prior years' ultimatedgrojections related to workers' compensationeige liability and automobile liability
insurance programs. The change in methodologytessinl a one-time increase in our 1999 operatingtpof over $8 million.

At the end of 1998, we changed our method of deteng the pension discount rate to better refleetdassumed investment strategies we
would most likely use to invest any short-term castpluses. The pension discount methodology cheesgdted in a one-time increase in our
1999 operating profit of approximately $6 million.

In 1999, our vacation policies were conformed takendar-year based, earn-as-you-go, use-or-ld&gy pdhe change provided a one-time
favorable increase in our 1999 operating profigpproximately $7 million. Other accounting polidgrsdardization changes by our three U.S.
Concepts provided a one-time favorable increaseiinl999 operating profit of approximately $1 naiti
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Note 6 - Supplemental Cash Flow Data
2001 2000 1999
Cash Paid for:
Interest $ 164 $ 194 $ 212
Income taxes 264 252 340
Significant Non-Cash Investing and Financing
Activities:
Issuance of promissory note to acquire an
unconsolidated affiliate $ - $ 25 %
Contribution of non-cash net assets to an
unconsolidated affiliate 21 67
Assumption of liabilities in connection with an
acquisition 36 6 1
Fair market value of assets received in connecti on
with a non-cash acquisition 9 -
Capital lease obligations incurred to acquire as sets 18 4 4
Note 7 - Franchise and License Fees
2001 2000 1999
Initial fees, including renewal fees $ 32 $ 48 $ 71
Initial franchise fees included in refranchising ga ins @) (20) (45)
25 28 26
Continuing fees 790 760 697

$ 815 $ 788 $ 723

Note 8 - Other (Income) Expense

2001 2000 1999

Equity income from investments in unconsolidated



affiliates $ (26) $ (25 $ (19
3 -

Foreign exchange net loss

$ (23) $ $ (16)
Note 9 - Property, Plant and Equipment, net
2001 2000
Land $ 579 $ 543
Buildings and improvements 2,608 2,469
Capital leases, primarily buildings 91 82
Machinery and equipment 1,647 1,522
4,925 4,616
Accumulated depreciation and amortization (2,121) (2,056)
Impairment allowances 27) (20)
$ 2,777 $ 2,540

Depreciation and amortization expense was $320amjl$319 million and $345 million in 2001, 2000dat999, respectively.
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Note 10 - Intangible Assets, net
2001
Reacquired franchise rights $ 294
Trademarks and other identifiable intangibles 105
Goodwill 59
$ 458

2000
$ 264

102

53

$ 419

In determining the above amounts, we have subttasteumulated amortization of $410 million for 2G01d $415 million for 2000.
Amortization expense was $37 million, $38 milliomdeb44 million in 2001, 2000 and 1999, respectively

Note 11 - Accounts Payable and Other Current Liabities

2001 2000
Accounts payable $ 326 $ 326
Accrued compensation and benefits 210 209
Other current liabilities 459 443
$ 995 $ 978
Note 12 - Short-term Borrowings and Long-term Debt
2001 2000



Short-term Borrowings

Current maturities of long- term debt 54 5 10
International lines of credit 138 68
Other 13 12
$ 696 $ 90
Long-term Debt
Senior, unsecured Term Loan Facility, due October 2 002 $ 442 $ 689
Senior, unsecured Revolving Credit Facility, expire s October 2002 94 1,037
Senior, Unsecured Notes, due May 2005 (7.45%) 351 351
Senior, Unsecured Notes, due April 2006 (8.50%) 198
Senior, Unsecured Notes, due May 2008 (7.65%) 251 251
Senior, Unsecured Notes, due April 2011 (8.875%) 644
Capital lease obligations (See Note 13) 79 74
Other, due through 2010 (6% - 12%) 4 5
2,063 2,407
Less current maturities of long- term debt (545) (10)
Long- term debt excluding SFAS 133 adjustment 1,518 2,397
Derivative instrument adjustment under SFAS 133 (Se e Note 14) 34
Long- term debt including SFAS 133 adjustment $ 1,552 $ 2,397

Our primary bank credit agreement, as amendeangpdsed of a senior unsecured Term Loan Facifity@$1.75 billion senior unsecured
Revolving Credit Facility, which was reduced fro® $illion as part of the amendment discussed bétmlectively referred to as the "Credit
Facilities"). The Credit Facilities mature on Oatol2, 2002. Amounts outstanding under our Revol@nedit Facility are expected to
fluctuate, but Term Loan Facility reductions may be reborrowed.
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Under the terms of the Revolving Credit Facilitye may borrow up to the maximum borrowing limit lesgstanding letters of credit. At
December 29, 2001, we had unused Revolving Crediliffes aggregating $2.7 billion, net of outstamyletters of credit of $0.2 billion. We
expensed facility fees on the Revolving Credit Fgodf approximately $4 million in each of 20010@0 and 1999.

Amounts outstanding under our Credit FacilitieBatember 29, 2001 have been classified as shontderrowings in the Consolidated
Balance Sheet due to the October 2002 maturityak®eurrently in negotiations to replace the CrEditilities prior to the maturity date with
new borrowings, which will reflect the market cotngiis and terms available at that time.

The Credit Facilities are subject to various coveadncluding financial covenants relating to mair@nce of specific leverage and fixed
charge coverage ratios. In addition, the Crediilffias contain affirmative and negative covenainduding, among other things, limitations
on certain additional indebtedness, guaranteesdebtedness, cash dividends, aggregatelh8ninvestment and certain other transactior
defined in the agreement. The Credit Facilitiesinegprepayment of a portion of the proceeds fremain capital market transactions and
refranchising of restaurants.

Interest on amounts borrowed is payable at leaamtieply at variable rates, based principally onltbadon Interbank Offered Rate ("LIBOF
plus a variable margin factor. At December 29, 280d December 30, 2000, the weighted average stteae on our variable rate debt was
3.4% and 7.2%, respectively, which includes the# of associated interest rate swaps. See Ndta dddiscussion of our use of derivative
instruments, our management of credit risk inheirederivative instruments and fair value infornoatirelated to debt and interest rate swaps.

On February 22, 2002, we entered into an agreetaarhend certain terms of our Credit Facilitiesisldmendment 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 fr#8.0 billion to $1.75 billion. As a result of thresnendment, we capitalized debt costs of
approximately $1.5 million. These costs will be atized into interest expense over the remainirgydifthe Credit Facilities.

In 1997, we filed a shelf registration statemerthwie Securities and Exchange Commission witheesip offerings of up to $2 billion «



senior unsecured debt. In May 1998, we issued $88i@n of 7.45% Unsecured Notes due May 15, 202005 Notes") and $250 million of
7.65% Unsecured Notes due May 15, 2008 ("2008 Nptkderest on the 2005 Notes and 2008 Notes camsegton November 15, 1998 &

is payable semi-annually thereafter. The effedtinerest rate on the 2005 Notes and the 2008 Note$% and 7.8%, respectively. In April
2001, we issued $200 million of 8.5% Senior Unsedudotes due April 15, 2006 ("2006 Notes") and $6@ion of 8.875% Senior
Unsecured Notes due April 15, 2011 ("2011 Notest)léctively referred to as the "Notes"). The neiqeeds from the issuance of the Notes
were used to reduce amounts outstanding underréditEacilities. Interest on the Notes is payakeil 15 and October 15 and commenced
on October 15, 2001. The effective interest rat¢hen2006 Notes and the 2011 Notes is 9.0% and,I3&8pectively. We still have $550
million available for issuance under the $2 billisimelf registration statement.

Interest expense on the short-term borrowings ang-term debt was $172 million, $190 million and. 82nillion in 2001, 2000 and 1999,
respectively. Net interest expense of $9 millionmremental borrowings related to the AmeriSeraeluptcy reorganization process was
included in unusual items in 2000.

The annual maturities of long-term debt through&8a0d thereafter, excluding capital lease obligetiand the derivative instrument
adjustments, are 2002 - $537 million; 2003 - $1iaril 2004 - $1 million; 2005 - $351 million; 20066200 million and $900 million
thereafter.
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Note 13 - Leases

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

Future minimum commitments and amounts to be redeas lessor or sublessor under non-cancelablesl@as set forth below:

Commitments Lease Receivables
Capital Operating Direct Financing Operating
2002 $ 11 $ 221 $ 2 $ 9
2003 12 203 2 8
2004 10 180 1 7
2005 9 160 1 7
2006 8 134 1 6
Thereafter 87 893 8 33
$ 137 $ 1,791 $ 15 $ 70

At year-end 2001, the present value of minimum payts under capital leases was $79 million.

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

2001 2000 1999
Rental expense
Minimum $ 283 $ 253 $ 263
Contingent 10 28 28
$ 293 $ 281 $ 291
Minimum rental income $ 14 $ 18 $ 20

Contingent rentals are generally based on salessl@v excess of stipulated amounts containeddargase agreemen



During 2001, we entered into sale-leaseback traiasecinvolving 17 of our restaurants. Under ttangactions, the restaurants were sold for
approximately $18 million and have been leased Baclnitial terms of 15 years. These leasebacke leeen accounted for as operating
leases. The future lease payments are includdtintiove tables. Gains on the sales, which wersigificant, were deferred and will be
amortized to rent expense over the initial ternthefleases.
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Note 14 - Financial Instruments

Derivative Instruments

Interest RatesWe enter into interest rate swaps, collars angdod rate agreements with the objective of redyoiar exposure to interest
rate risk and lowering interest expense for a partif our debt. Under the contracts, we agree oittler parties to exchange, at specified
intervals, the difference between variable ratefat rate amounts calculated on a notional ppatamount. At December 29, 2001 and
December 30, 2000 we had outstanding pay-varialdedst rate swaps with notional amounts of $390ami These swaps have reset dates
and floating rate indices which match those ofunderlying fixed-rate debt and have been desigradddir value hedges of a portion of that
debt. As the swaps qualify for the short-cut methoder SFAS 133 no ineffectiveness has been redofde fair value of these swaps as of
December 29, 2001 was approximately $36 million laasl been included in Other assets. The portidhigfair value which has not yet been
recognized as a reduction to interest expense ¢appately $34 million at December 29, 2001) hasbieeluded in Long-term debt.

At December 29, 2001 and December 30, 2000, wetadmutstanding pay-fixed interest rate swaps national amounts of $650 million
and $450 million, respectively. These swaps haes loesignated as cash flow hedges of a portiommfariable-rate debt. As the critical
terms of the swaps and hedged interest paymenth@same, we have determined that the swaps anglely effective in offsetting the
variability in cash flows associated with interpayments on that debt due to interest rate fluicngt

During 2000, we entered into interest rate collanseduce interest rate sensitivity on a portioowaf variable rate bank debt. Interest rate
collars effectively lock in a range of interestasiby establishing a cap and floor. Reset datesheniiioating index on the collars match those
of the underlying bank debt. If interest rates rienvethin the collared cap and floor, no payments made. If rates rise above the cap level,
we receive a payment. If rates fall below the flwmel, we make a payment. At December 29, 2001mwkmber 30, 2000, we did not have
any outstanding interest rate collars.

Foreign ExchangeWe enter into foreign currency forward contractthwhe objective of reducing our exposure to dhslv volatility arising
from foreign currency fluctuations associated veigitain foreign currency denominated financialrinstents, the majority of which are
intercompany short-term receivables and payables.nbtional amount, maturity date, and currencthe$e contracts match those of the
underlying receivables or payables. We also enterforeign currency forward contracts to reduceaash flow volatility associated with
certain forecasted foreign currency denominatedltmg. These forward contracts have historicaflgrboshorterm in nature, with terminatic
dates matching forecasted settlement dates ottledvables or payables or cash receipts from riegaltithin the next twelve months. For
those foreign currency exchange forward contrdzswe have designated as cash flow hedges, waunedagffectiveness by comparing the
cumulative change in the forward contract with ¢henulative change in the hedged item, both of whiehbased on forward rates. No
ineffectiveness was recognized in 2001 for thoseigm currency forward contracts designated as flashhedges.

Commodities We also utilize on a limited basis commodity fesiand options contracts to mitigate our exposusemmodity price
fluctuations over the next twelve months. Thosetramts have not been designated as hedges und& S8\ There were no open
commodity future and options contracts outstandinDecember 29, 2001 and those outstanding ag @fdbption of SFAS 133 on Decem
31, 2000 were not significant.

Deferred Amounts in Accumulated Other Comprehenkigeme (Loss} As of December 29, 2001, we had a net deferresldssociated
with cash flow hedges of approximately $1 milliowet of tax. Of this amount, we estimate that aafietr-tax gain of less than $1 million will
be reclassified into earnings through Decembe@82. The remaining net after-tax loss of approxatyab1 million, which arose from the
settlement of treasury locks entered into prich®issuance of certain amounts of our fixed-retat,dwill be reclassified into earnings from
December 29, 2002 through 2011 as an increaséei@gt expense on this debt.
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Credit Risks



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

Accounts receivable consists primarily of amounts ftom franchisees and licensees for initial amatiouing fees. In addition, we have nc
and lease receivables from certain of our fran@sis€he financial condition of these franchiseaekslmensees is largely dependent upon the
underlying business trends of our Concepts. Thigentration of credit risk is mitigated, in pary, the large number of franchisees and
licensees of each Concept and the short-term nafuhe franchise and license fee receivables.

Fair Value

At December 29, 2001 and December 30, 2000, therdifies of cash and cash equivalents, short-tevestments, accounts receivable, and
accounts payable approximated carrying value becafhe short-term nature of these instruments. falr value of notes receivable
approximate carrying value after considerationegbrded allowances.

The carrying amounts and fair values of our othrarfcial instruments subject to fair value disctesuare as follows:

2001 2000
Carrying  Fair Carrying Fair
Amount Value Amount Value
Debt
Short-term borrowings and long-term debt,
excluding capital leases and the derivative
instrument adjustments $ 2135 $ 2,215 $ 2413 $ 2,393
Debt-related derivative instruments:
Open contracts in a net asset position 37 37 - 24
Foreign currency-related derivative
instruments:
Open contracts in a net asset position 5 5 -
Guarantees and letters of credit - 38 - 51

We estimated the fair value of debt, debt-relatedvative instruments, foreign currency-related\dsive instruments, guarantees and letters
of credit using market quotes and calculations ¢hasemarket rates.

Note 15 - Pension and Postretirement Medical Ben&di
Pension Benefits

We sponsor noncontributory defined benefit pengians covering substantially all full-time U.S.add employees, certain hourly
employees and certain international employees.Hgu2D01, the TRICON Retirement Plan (the "Plan"$awmended such that any salaried
employee hired or rehired by TRICON after Septendfer2001 will not be eligible to participate iretRlan. Benefits are based on years of
service and earnings or stated amounts for eaghoysarvice.
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Postretirement Medical Benefits

Our postretirement plan provides health care bexedfiincipally to U.S. salaried retirees and tligipendents. This plan includes retiree cost
sharing provisions. During 2001, the plan was aradrgiich that any salaried employee hired or reliyeBRICON after September 30, 2C
will not be eligible to participate in this planniployees hired prior to September 30, 2001 arébddidor benefits if they meet age and sen
requirements and qualify for retirement bene



The components of net periodic benefit cost ardostt below:

Pension Benefits

2 001 2000 1999
Service cost $ 20 $ 19 $ 20
Interest cost 28 24 22
Amortization of prior service cost 1 1 1
Expected return on plan assets (29) (25) (24)
Recognized actuarial loss 1 - -
Net periodic benefit cost $ 21 $ 19 $ 19

Additional (gain) loss recognized due to:

Curtailment $ - $ 4 % 4
Special termination benefits 2 - -
Post retirement Medical Benefits
2 001 2000 1999

Service cost $ 2 $ 2 $ 2
Interest cost 4 3 3
Amortization of prior service cost Q) (1) (2)
Net periodic benefit cost $ 5 $ 4 $ 3

Additional (gain) recognized due to:
Curtailment $ - $ 1) $ @

Prior service costs are amortized on a straigletthasis over the average remaining service pefiethployees expected to receive benefits.
Curtailment gains have generally been recognizédditity actions net gain as they have resultetharily from refranchising and closure
activities.
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The change in benefit obligation and plan assels@conciliation of funded status is as follows:

Postretirement
Pension Benefits Medical Benefits
2001 2000 2001 2000

Change in benefit obligation

Benefit obligation at beginning of year $ 351 $ 315 $ 48 $ 45
Service cost 20 19 2 2
Interest cost 28 24 4 3
Plan amendments 1 - -
Special termination benefits 2 - -
Curtailment (gain) 3) (5) - (2)
Benefits and expenses paid a7 (19) 3) 3)
Actuarial loss 38 17 7 3

Benefit obligation at end of year $ 420 $ 351 $ 58 $ 48



Change in plan assets

Fair value of plan assets at beginning of year $ 313 $ 290
Actual return on plan assets (51) 39
Employer contributions 48 4
Benefits paid a7 (19)
Administrative expenses (2) 1)
Fair value of plan assets at end of year $ 291 $ 313
Reconciliation of funded status
Funded status $(129) $ (38) $ (58) $ (48)
Unrecognized actuarial loss (gain) 87 (30) 12 5
Unrecognized prior service cost 4 5 - (1)
Net amount recognized at year- end $ 38 $ (63) 3 (46) $ (44

Amounts recognized in the statement of financial
position consist of:

Accrued benefit liability $ B84 $ (63) $ (46) $ (44
Intangible asset 8 - -
Accumulated other comprehensive loss 38 - -

$ (38) $ (63) $ (46) $ (49)

Other comprehensive loss attributable to
change in additional minimum liability
recognition $ 38 $ -

Additional year -end information for pension

plans with benefit obligations in excess of plan

assets

Benefit obligation $ 420 $ 42
Fair value of plan assets 291 -
Additional year -end information for pension

plans with accumulated benefit obligations in
excess of plan assets

Benefit obligation $ 420 $ 42

Accumulated benefit obligation 369 21

Fair value of plan assets 291 -
59

The assumptions used to compute the informationeabee set forth below:

Pension Ben efits Postretirement Medical Benefits
2001 2000 1999 2001 2000 1999
Discount rate 7.6% 8.0% 7.8% 7.6% 8.3% 7.6%

Long-term rate of return on plan
assets 10.0% 10.0% 10.0% - - -



Rate of compensation increase 46% 5.0% 55% 4.6% 5.0% 5.5%

We have assumed the annual increase in cost akfiostinent medical benefits was 8.0% for non-Mediagigible retirees and 12.0% for
Medicare eligible retirees in 2001 and will be 7.8%@ 11.0%, respectively, in 2002. We are assuthiagates for non-Medicare and
Medicare eligible retirees will decrease to amudtie rate of 5.5% by 2008 and 2010, respectivel¢,ramain at that level thereafter. There is
a cap on our medical liability for certain retire@be cap for Medicare eligible retirees was redahe2000 and the cap for non-Medicare
eligible retirees is expected to be reached betweegears 2010-2012; once the cap is reachedrowal cost per retiree will not increase.

Assumed health care cost trend rates have a signifeffect on the amounts reported for our pastraent health care plans. A one percent
increase or decrease in the assumed health careerosd rates would have increased or decreasedooumulated postretirement benefit
obligation at December 29, 2001 by approximatelyrion. The impact on our 2001 benefit cost wonlat have been significant.

Note 16 -Employee Stock-Based Compensation

At year-end 2001, we had four stock option plansffact: the TRICON Global Restaurants, Inc. Lorgg# Incentive Plan ("1999 LTIP"),
the 1997 Long-Term Incentive Plan ("1997 LTIP"g fARICON Global Restaurants, Inc. Restaurant GéMalmager Stock Option Plan
("YUMBUCKS") and the TRICON Global Restaurants, I&harePower Plan ("SharePower").

We may grant awards of up to 7.6 million shares2& million shares of stock under the 1999 LT 4997 LTIP, respectively. Potential
awards to employees and nemyployee directors under the 1999 LTIP includelstiations, incentive stock options, stock appréamtights,
restricted stock, stock units, restricted stockgjmerformance shares and performance units. faltawards to employees and nemployet
directors under the 1997 LTIP include stock appmtémn rights, restricted stock and performanceriaet stock units. Prior to January 1,
2002, we also could grant stock options and ingergtock options under the 1997 LTIP. We have sudy stock options and performance
restricted stock units under the 1997 LTIP and hisseed only stock options under the 1999 LTIP.

We may grant stock options under the 1999 LTIPucipase shares at a price equal to or greatethiesawverage market price of the stock on
the date of grant. New option grants under the 1999 can have varying vesting provisions and eiserperiods. Previously granted options
under the 1997 LTIP and 1999 LTIP vest in periaiying from immediate to 2006 and expire ten tedih years after grant.

We may grant options to purchase up to 7.5 milébares of stock under YUMBUCKS at a price equalrtgreater than the average market
price of the stock on the date of grant. YUMBUCKSions granted have a four year vesting periodexqpire ten years after grant. We may
grant options to purchase up to 7.0 million shafestock at a price equal to or greater than trexage market price of the stock under
SharePower on the date of grant. SharePower dgnaxtsnot been made since Spin-off. Previously gdaBharePower options could be
outstanding through 2006.
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At the Spin-off Date, we converted certain of tmyested options to purchase PepsiCo stock that ndeby our employees to TRICON
stock options under either the 1997 LTIP or ShanefPoWe converted the options at amounts and eseeprices that maintained the amount
of unrealized stock appreciation that existed imiatetl prior to the Spin-off. The vesting dates @xércise periods of the options were not
affected by the conversion. Based on their origitggdsiCo grant date, our converted options vegs¢iimds ranging from one to ten years and
expire ten to fifteen years after grant.

The following table reflects pro forma net inconmel@arnings per common share had we elected td #uofair value approach of SFAS
123.

2001 2000 1999
Net Income
As reported $ 492 $ 413 $ 627
Pro forma 462 379 597
Basic Earnings per Common Share
As reported $ 336 $ 281 $ 4.09
Pro forma 3.15 2.58 3.90

Diluted Earnings per Common Share
As reported $ 324 $ 277 $ 3.92



Pro forma 3.04 2.55 3.73

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

We estimated the fair value of each option grandermduring 2001, 2000 and 1999 as of the date @it gising the Black-Scholes option-
pricing model with the following weighted averagsamptions:

2001 2000 1999
Risk-free interest rate 4.7% 6.4% 4.9%
Expected life (years) 6.0 6.0 6.0
Expected volatility 32.7% 32.6% 29.7%
Expected dividend yield 0.0% 0.0% 0.0%
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A summary of the status of all options grantedmplyees and non-employee directors as of DeceBthet001, December 30, 2000 and
December 25, 1999, and changes during the yearsetiged is presented below (tabular options inghnds):

December 29, 2001 December 30, 2000 December 25, 1
Wt d. Avg. Wwtd. Avg. Wt
Ex ercise Exercise Ex
Options Price Options Price  Options
Outstanding at beginning of year 26,679 $ 31.20 24,166 $ 31.18 22,699 $
Granted at price equal to average
market price 5,009 34.68 7,860 30.33 5,709
Exercised (1,817) 23.12  (1,829) 21.84 (1,273)
Forfeited (2,645) 34.31 (3,518) 33.99 (2,969)
Outstanding at end of year 27,226 $ 32.07 26,679 $ 31.20 24,166 $
Exercisable at end of year 6,481 $ 25.53 7,622 $ 24.59 3,665 $

Weighted average fair value of
options at date of grant $ 14.20 $ 13.48 $ 19.20

The following table summarizes information abowicktoptions outstanding and exercisable at Dece2e2001 (tabular options in
thousands):

Options Outstandi ng Options Exercisable
Wtd. Avg.
Range of Remaining Witd. Avg. Wtd. Avg.
Exercise Prices Options Contractual Life E xercise Price  Options Exercise Price
$0-20 934 291 $ 15.21 934 $ 1521
20-30 7,846 5.32 25.82 3,674 24.34
30-35 13,211 7.89 31.70 1,676 31.77
35-55 4,842 7.69 43.18 192 42.83
55-75 393 7.26 72.75 5 72.75



In November 1997, we granted two awards of perfoigeaestricted stock units of TRICON's Common Stiocur Chief Executive Officer
("CEO"). The awards were made under the 1997 LTiiPraay be paid in Common Stock or cash at the eliser of the Compensation
Committee of the Board of Directors. Payment ofeard of $2.7 million was contingent upon the CE@'stinued employment through
January 25, 2001 and our attainment of certaireptablished earnings thresholds, as defined. lmadar2001, our CEO received a cash
payment of $2.7 million following the Compensatidommittee's certification of TRICON's attainmentloé pre-established earnings
threshold. Payment of an award of $3.6 millionaatingent upon his employment through January @662and our attainment of certain pre-
established earnings thresholds, as defined. Thashexpense related to these awards includedmings was $0.5 million for 2001 and $
million for both 2000 and 1999.

During 2000 and 1999, modifications were made ttage 1997 LTIP and SharePower options held by itemted employees. These
modifications resulted in additional compensatimpense of an insignificant amount in 2000 and $&ildon in 1999 with a corresponding
increase in our Common Stock account.
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Note 17 - Other Compensation and Benefit Programs

We sponsor two deferred compensation benefit progrthe Restaurant Deferred Compensation PlanhenBxecutive Income Deferral
Program (the "RDC Plan" and the "EID Plan," resipett) for eligible employees and non-employee clioes.

Effective October 1, 2001, participants can no &mdefer funds into the RDC Plan. Prior to thatd#ie RDC Plan allowed participants to
defer a portion of their annual salary. The pagptait's balances will remain in the RDC Plan uhgiit scheduled distribution dates. As defi
by the RDC Plan, we credit the amounts deferrell eétrnings based on the investment options selbgt#te participants. Investment
options in the RDC Plan consist of phantom shafesidous mutual funds and TRICON Common Stock. Mognize compensation
expense for the appreciation or depreciation, yf attributable to all investments in the RDC Péanwell as for our matching contribution.
Our obligations under the RDC program as of thea®D01 and 2000 were $13 million and $10 millicespectively. We recognized annual
compensation expense of $3 million in 2001 and #tlomin both 2000 and 1999 for the RDC Plan.

The EID Plan allows participants to defer receiipd portion of their annual salary and all or atjwor of their incentive compensation. As
defined by the EID Plan, we credit the amounts metewith earnings based on the investment opefscted by the participants. The EID
Plan includes an investment option that allowsipi@ednts to defer incentive compensation to pureh@sntom shares of our Common Stock
at a 25% discount from the average market pritheatiate of deferral (the "Discount Stock AccourParticipants bear the risk of forfeiture
of both the discount and any amounts deferredey troluntarily separate from employment duringtihie year vesting period. We expense
the intrinsic value of the discount over the vegtieriod.

We phased in certain program changes to the EID dllaing 1999 and 2000. These changes includetitigninvestment options, primarily
cash and phantom shares of our Common Stock, guiitireg the distribution of investments in the TRIN Common Stock investment
options to be paid in shares of our Common Stocle @ these changes, in 1998 we agreed to credi¢ dime premium to participant
accounts on January 1, 2000. The premium totalptbapnately $3 million and was equal to 10% of gaticipants' account balances as of
December 31, 1999, excluding (a) investments irDiseount Stock Account and (b) deferrals made9@9al

Subsequent to January 1, 1999, we no longer reze@si compensation expense the appreciation cedapon, if any, attributable to
investments in the Discount Stock Account since¢havestments can only be settled in shares o€oormon Stock. We also reduced our
liabilities by $21 million related to investmentsthe Discount Stock Account and increased the Com&tock Account by the same amount
at January 1, 1999.

Subsequent to January 1, 2000, we no longer repe@si compensation expense the appreciation cedapon, if any, attributable to
investments in the phantom shares of our CommockSsince these investments can only be settlstianes of our Common Stock. For
1999, we recorded a benefit of $3 million relatedi¢preciation of investments in phantom sharesiofCommon Stock impacted by the
January 2000 plan amendment. We also reducedatilities by $12 million related to investmentdti® phantom shares of our Common
Stock and increased the Common Stock Account bgdahge amount at January 1, 2000.

Our cash obligations under the EID Plan as of titeaf 2001 and 2000 were $24 million and $27 millicespectively. We recognized
compensation expense of $4 million in 2001 and #om in both 2000 and 1999 for the EID Plan.
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We sponsor a contributory plan to provide retirebiemefits under the provisions of Section 401¢khe Internal Revenue Code (the "40:
Plan") for eligible fulltime U.S. salaried and certain hourly employeesgidiaants may elect to contribute up to 15% ofiélie compensatic
on a pre-tax basis. Effective October 1, 2001 i) Plan was amended such that the Company n&aidlt®6 of the participant's
contribution up to 3% of eligible compensation &@d6 of the participant's contribution on the ne @f eligible compensation. Prior to this
amendment, we made a discretionary matching canitib equal to a predetermined percentage of eaftipant's contribution to the
TRICON Common Stock Fund. We determined our peeggnmatch at the beginning of each year basedeoimtinediate prior year
performance of our Concepts. All matching contritnt are made to the TRICON Common Stock Fund. &gegnized as compensation
expense our total matching contribution of $5 millin 2001 and $4 million in both 2000 and 1999.

Note 18 - Shareholders' Rights Plan

In July 1998, our Board of Directors declared dd#wnd distribution of one right for each share oh@non Stock outstanding as of August 3,
1998 (the "Record Date"). Each right initially elets the registered holder to purchase a unit stingi of one one-thousandth of a share (a
"Unit") of Series A Junior Participating Prefer8tbck, without par value, at a purchase price @03ier Unit, subject to adjustment. The
rights, which do not have voting rights, will becemxercisable for our Common Stock ten business fidlpwing a public announcement
that a person or group has acquired, or has cormedescintends to commence a tender offer for, 15%are, or 20% or more if such person
or group owned 10% or more on the adoption dathisfplan, of our Common Stock. In the event tiglts become exercisable for Common
Stock, each right will entitle its holder (otheaththe Acquiring Person as defined in the Agreejrterfiurchase, at the right's then-current
exercise price, TRICON Common Stock having a valugvice the exercise price of the right. In theewthe rights become exercisable for
Common Stock and thereafter we are acquired inrgener other business combination, each rightavititle its holder to purchase, at the
right's then-current exercise price, common stdak® acquiring company having a value of twiceeercise price of the right.

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

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

Note 19 - Share Repurchase Program

In February 2001, our Board of Directors authoriaeshare repurchase program. This program autlsonzéo repurchase, through February
14, 2003, up to $300 million (excluding applicabknsaction fees) of our outstanding Common Stbcking 2001, we repurchased
approximately 2.4 million shares for approximat®h00 million at an average price per share of apprately $42. Based on market
conditions and other factors, additional repurchamsay be made from time to time in the open maskéirough privately negotiated
transactions at the discretion of the Company.

In 1999, our Board of Directors authorized the repase of up to $350 million (excluding applicatsnsaction fees), of our outstanding
Common Stock. This share repurchase program wapleted in the second quarter of 2000. During 20@9repurchased approximately 6.4
million shares for $216 million at an average ppet share of $34. During 1999, we repurchased ®&million shares for approximately
$134 million at an average price of $40 per share.
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Note 20 - Income Taxes

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

2001 200 0 1999

Current: Federal $ 200 $ 2 15 $ 342
Foreign 75 66 46
State 38 41 39

313 3 22 427



Deferred: Federal (29) ( 11) (18)

Foreign (33) (9) 17

State (20) ( 31) (15)
@@ ( 51)  (16)
$ 241 § 2 71 s a1

Taxes payable were reduced by $13 million, $5 ariliaind $14 million in 2001, 2000 and 1999, respebtj as a result of stock option
exercises. In addition, goodwill and other intategbwere reduced by $8 million and $2 million ir02Gand 2000, respectively, as a result of
the settlement of a disputed claim with the InteRevenue Service relating to the deductibilityedicquired franchise rights and other
intangibles. These reductions were offset by rédnstin deferred and accrued taxes payable.

In 2001, valuation allowances related to defereedassets in certain states and foreign countrége veduced by $9 million ($6 million, net

of federal tax) and $6 million, respectively, a®ault of making a determination that it is mokely than not that these assets will be utilized
in the current and future years. In 2000, valuatibowances related to deferred tax assets ininestates and foreign countries were reduced
by $35 million ($23 million, net of federal tax) @86 million, respectively, as a result of makindedermination that it is more likely than not
that these assets will be utilized in the currert future years. In 1999, valuation allowancesteeldo deferred tax assets in certain foreign
countries were reduced by $13 million for the saezson.

The deferred foreign tax provision for 2001 incldde$2 million charge to reflect the impact of op@siin statutory tax rates in various
countries. The impact of statutory rate changéderngign countries was less than $1 million in 2000e 1999 deferred foreign provision
included a benefit of $1 million.

U.S. and foreign income before income taxes aréost below:

2001 20 00 1999
uU.s. $ 599 $ 5 37 ¢ 902
Foreign 134 1 47 136
$ 733 $ 6 84 $ 1,038
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The reconciliation of income taxes calculated atthS. federal tax statutory rate to our effectaserate is set forth below:

2001 2000 1999

U.S. federal statutory rate 35.0% 35.0% 35.0%
State income tax, net of federal tax benefit 2.1 3.3 3.0
Foreign and U.S. tax effects attributable to foreig n

operations 0.7 0.2 2.8
Effect of unusual items 0.1 (0.5) (0.5)
Adjustments relating to prior years (3.2) 55 0.8
Valuation allowance reversals a.7) (4.2) (1.3)
Other, net (0.2) 0.3 (0.3)
Effective income tax rate 32.8% 39.6% 39.5%

The details of 2001 and 2000 deferred tax liab#itjassets) are set forth below:

2001 2000



Intangible assets and property, plant and equipment $ 176 $ 184

Other 29 35
Gross deferred tax liabilities $ 205 $ 219
Net operating loss and tax credit carryforwards $ (A7) $ (142
Employee benefits (73) (82)
Self-insured casualty claims (62) (55)
Various liabilities and other (274) (214)
Gross deferred tax assets (580) (493)
Deferred tax assets valuation allowances 130 132
Net deferred tax assets (450) (361)
Net deferred tax (assets) liabilities $ (245 $ (142
Reported in Consolidated Balance Sheets as:
Deferred income tax assets $ 79) $ (75)
Other assets (166) (78)
Accounts payable and other current liabilities - 1
Deferred income taxes - 10

$ (245 $ (142

Our valuation allowance related to deferred taxtssdecreased by $2 million in 2001 primarily do¢he previously discussed change in
circumstances, partially offset by increases inaabn allowances related to deferred tax assatertain foreign countries and states.

A determination of the unrecognized deferred takility for temporary differences related to ouweéstments in foreign subsidiaries and
investments in foreign unconsolidated affiliategtthre essentially permanent in duration is nottprable.

We have available net operating loss and tax coedit/forwards totaling approximately $1.1 billiahDecember 29, 2001 to reduce future

of TRICON and certain subsidiaries. The carryfogaaire related to a number of foreign and statediations. Of these carryforwards, $15
million expire in 2002 and $910 million expire arious times between 2003 and 2020. The remairdnyforwards of approximately $150
million do not expire.
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Note 21 - Reportable Operating Segments

We are engaged principally in developing, operatirapchising and licensing the worldwide KFC, Rizzut and Taco Bell concepts. KFC,
Pizza Hut and Taco Bell operate throughout the Binfl.in 84, 86 and 13 countries and territoriesidaetthe U.S., respectively. Our five
largest international markets based on operatinfjtpn 2001 are Australia, Canada, China, Kored #re United Kingdom. At December 29,
2001, we had investments in 10 unconsolidatedatt# outside the U.S. which operate KFC and/ar@Pkut restaurants. These
unconsolidated affiliates operate in Canada, Chiapan, Poland and the United Kingdom.

We identify our operating segments based on managerasponsibility within the U.S. and Internatibror purposes of applying SFAS M
131 "Disclosure About Segments of An Enterprise Rethted Information" we consider our three U.Sn€apt operating segments to be
similar and therefore have aggregated them iningesreportable operating segment. Other thartti$e, no individual country represented
10% or more of our total revenues, operating paféssets.

Revenues

2001 2000 1999

United States $ 4,827 $ 5062 $ 5748



International 2,126

$ 6,953
Operating
Inc
2001
United States $ 722
International(a) 318
Unallocated and corporate expenses (148)
Foreign exchange net (loss) 3)
Facility actions net loss (gain)(b) 1
Unusual items income (expense)(b) 3
Total operating profit 891
Interest expense, net 158
Income before income taxes $ 733
De
2001
United States $ 224
International 117
Corporate 13
$ 354
2001
United States $ 392
International 232
Corporate 12
$ 636
2001
United States $ 2,489
International(c) 1,593
Corporate(d) 306
$ 4,388
2001
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2,031 2,074

$ 7,093 $ 7822

Profit; Interest Expense, Net; and
ome Before Income Taxes

2000 1999
$ 742 $ 828
309 265

(163) (180)

- 3)

(176) (381)

(204) (51)

860 1,240

176 202

$ 684 $ 1,038

preciation and Amortization

2000 1999
$ 231 $ 266
110 110
13 10

$ 354 $ 386

Capital Spending

2000 1999
$ 370 $ 315
192 139
10 16

$ 572 $ 470

Identifiable Assets

2000 1999
$ 2,400 $ 2,444
1,501 1,367
248 150

$ 4,149 $ 3,961

Long-Lived Assets(e)

2000 1999



United States $ 2,203 $ 2,101 $ 2,143

International 987 828 874
Corporate 45 30 41
$ 3,235 $ 2,959 $ 3,058
A. Includes equity income of unconsolidated afféimbf $26 million, $25 million and $22 million i®@1, 2000 and 1999, respectively.
B. See Note 5 for a discussion by reportable opegategment of facility actions net loss (gain) andsual items income (expense).
C. Includes investment in unconsolidated affilizd€$213 million, $257 million and $170 million f&001, 2000 and 1999, respectively.
D. Primarily includes deferred tax assets, Propefgnttand Equipment related to our office facilifiésir value of derivative instrumen
accounts receivable arising from the AmeriServekhgrtcy reorganization process and unamortized idsbince costs.
E. Includes Property, Plant and Equipment, net atahbible Assets, net.

See Note 5 for additional operating segment disctssrelated to impairment and the carrying amoé@iassets held for disposal.
Note 22 - Commitments and Contingencies
AmeriServe Bankruptcy Reorganization Process

We and our franchisees and licensees are depeodrquent replenishment of the food ingredients gaper supplies required by our
restaurants. We and a large number of our franehiaad licensees operated under multi-year costnabich were assumed by McLane
Company, Inc. ("McLane"), that had required the os&meriServe to purchase and make deliveries @dtrof these supplies. AmeriServe
filed for protection under Chapter 11 of the U.@nBruptcy Code on January 31, 2000. A plan of raiation for AmeriServe (the "POR")
was approved by the U.S. Bankruptcy Court on Nowem2ig, 2000.

During the AmeriServe bankruptcy reorganizationcpss, we took a number of actions to ensure cadisupply to our system. These
actions, resulted in a total expense of $170 mmillidnich was recorded as unusual items in 2000.€é bests included the net funding of $70
million under a debtoin possession revolving credit facility, $59 milliof net charges related to the global settlemétfit olders of allowe
secured and administrative priority claims in tlakruptcy and other costs of $41 million. The ottwsts included allowances for estimated
uncollectible receivables arising from supply sdtesur franchisees and licensees under a temppragram. The costs also included
incremental interest expenses arising from thetiaahdil debt required to finance inventory purchemed the receivables arising from these
supply sales. In 2001, we recorded unusual itecanire of $21 million related to net recoveries alideal assets and certain preference
claims under the POR. We will record additionalbnegries, if any, as unusual items as they arezegli
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Other Commitments and Contingencies

Contingent Liabilities

We were directly or indirectly contingently liakikethe amounts of $353 million and $401 millioryearend 2001 and 2000, respectively,
certain lease assignments and guarantees. At Deced8p2001, $293 million represented contingetiilities to lessors as a result of
assigning our interest in and obligations undek estate leases as a condition to the refranchiingrtain Company restaurants, the
contribution of certain Company restaurants to msotidated affiliates and guarantees of certaiemldgases. The $293 million represented
the present value of the minimum payments of tiseggasd leases, excluding any renewal option perididsounted at our pre-tax cost of
debt. On a nominal basis, the contingent liabilityulting from the assigned leases is $435 million.

The contingent liabilities also include guarantekapproximately $32.4 million to support financé@atangements of certain franchisees,
including partial guarantees of franchisee loanlgpodginated primarily in connection with the Coamy's refranchising programs. The total
loans outstanding under these loan pools were appately $180 million at December 29, 2001. In suppf these guarantees, we have
posted $32.4 million of letters of credit. Also, TRON provides a standby letter of credit under Whi&RICON could potentially be required
to fund a portion (up to $25 million) of one of tiranchisee loan pools. Any such funding understaadby letter of credit would be secured
by franchisee loan collateral. We believe that weehappropriately provided for our estimated priédalposures under these contingent
liabilities. These provisions were primarily chadge refranchising (gains) losses.

The remaining contingent liabilities of $28 milligmimarily related to our guarantees of financimdagements of certain unconsolidated
affiliates and third parties. These financial agaments primarily include lines of credit, loansl detters of credit. If all lines of credit a



letters of credit were fully drawn down, the maximaontingent liability under these arrangementsid/te approximately $56 million as of
December 29, 2001.

Insurance Programs

We are currently self-insured for a portion of current and prior years' losses related to workersipensation, general liability and
automobile liability insurance programs (collectiy€'casualty loss(es)") as well as property losaed certain other insurable risks. To
mitigate the cost of our exposures for certain prgpand casualty losses, we make annual decisiogisher retain the risks of loss up to
certain maximum per occurrence or aggregate lossslinegotiated with our insurance carriers omdtyfinsure those risks. Since the Spiffi;
we have elected to retain the risks subject tagemsured limitations. Effective August 16, 199% made changes to our U.S. and portions
of our International property and casualty insusapmgrams. For fiscal years 2001, 2000 and thegé&om August 16, 1999 through the
end of fiscal year 1999, we have bundled our riekgasualty losses, property losses and varidusr agmsurable risks into one pool with a
single self-insured retention and have purchasedueance coverage up to a specified limit whickigmificantly above our actuarially
determined probable losses. We are self-insurebbgses in excess of the reinsurance limit. Weeelthe likelihood of losses exceeding the
reinsurance limit is remote. We are also $esidred for healthcare claims for eligible partating employees subject to certain deductibles
limitations. We have accounted for our retainebiliaes for property and casualty losses and healte claims, including reported and
incurred but not reported claims, based on infoimmgbrovided 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 ¢wufdaterial to our growth in quarterly and annwalincome. We believe that we have
recorded our reserves for property and casualsebat a level which has substantially mitigatedphtential 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 severanceesgents with certain key
executives (the "Agreements") that were set torexpin December 31, 2000. These Agreements areetaddy a termination, under certain
conditions, of the executive's employment followaghange in control of the Company, as defingalénAgreements. If triggered, the
affected executives would generally receive twieedamount of both their annual base salary and éimeiual incentive in a lump sum,
outplacement services and a tax gross-up for acig@xaxes. These Agreements have a three-yeaatarautomatically renew each January
1 for another three-year term unless the Compasstehot to renew the Agreements. Since the timframy payments under these
Agreements cannot be anticipated, the amountsatrestimable. However, these payments, if maddddmeisubstantial. In the event of a
change of control, rabbi trusts would be estabtisdned used to provide payouts under existing defiesind incentive compensation plans.

Wage and Hour Litigation

We are subject to various claims and contingeneleded to lawsuits, taxes, environmental and athegtters arising out of the normal course
of business. Like certain other large retail emplsy Pizza Hut and Taco Bell have been faced iaicestates 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. TacolB&brp. ("Bravo"), was filed in the Circuit
Court of the State of Oregon of the County of Maittrah. The lawsuit was filed by two former Taco Bift managers purporting to
represent approximately 17,000 current and formerlis employees statewide. The lawsuit allegesatiohs of state wage and hour laws,
principally involving unpaid wages including oventt, and rest and meal period violations, and seeksispecified amount in damages.
Under Oregon class action procedures, Taco Bellalaged an opportunity to "cure" the unpaid wagd hour allegations by opening a
claims process to all putative class members poigertification of the class. In this cure progeé&zsco Bell has paid out less than $1 million.
On January 26, 1999, the Court certified a clasdlaurrent and former shift managers and crew bexsiwho claim one or more of the
alleged violations. A trial date of November 2, 838as set. However, on November 1, 1999, the Gssued a proposed order postponing
trial and establishing a pteal claims process. The final order regardingdtems process was entered on January 14, 20@0. Ball move
for certification of an immediate appeal of the @eardered claims process and requested a stdeqirbceedings. This motion was denied
on February 8, 2000. Taco Bell appealed this dacitd the Supreme Court of Oregon and the Couiitdefaco Bell's Writ of Mandamus on
March 21, 2000. A Court-approved notice and claommf was mailed to approximately 14,500 class memberJanuary 31, 2000. The Court
ordered pre-trial claims process went forward, lagarings to determine potential damages were belddimants employed or previously
employed in four selected Taco Bell units. Afteg thitial hearings relating to these four unitg® ttamage claims hearings were discontinued.
Trial began on January 4, 2001. On March 9, 2064 jury reached verdicts on the substantive issuttss matter. A number of these
verdicts were in favor of the Taco Bell positiomwever, certain issues were decided in favor opthatiffs. The Court reduced the number
of potential claimants to 1,100. A jury trial totdemine the damages of 93 of those claimants begdfebruary 25, 2002, and is expected to
last six to eight week:




We have provided for the estimated costs of thev®@litigation, based on a projection of eligiblaichs (including claims filed to date, where
applicable), the cost of each eligible claim, teéreated legal fees incurred by plaintiffs and tbgults of settlement negotiations in this and
other wage and hour litigation matters. Although tlutcome of this case cannot be determined atittés we believe the ultimate cost of t
case in excess of the amounts already providechailbe material to our annual results of operatidinancial condition or cash flows. Any
provisions have been recorded as unusual items.
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On May 11, 1998, a purported class action lawsyatrest Pizza Hut, Inc., and one of its franchis@esPizza, LLC, entitled Aguardo, et al. v.
Pizza Hut, Inc., et al(;Aguardo"), was filed in the Superior Court of tB&ate of California of the County of San Francistee lawsuit was
filed by three former Pizza Hut restaurant generathagers purporting to represent approximatelyQl¢d8®rent and former California
restaurant general managers of Pizza Hut and PagRikC. The lawsuit alleged violations of stateg@and hour laws involving unpaid
overtime wages and vacation pay and sought an aifiggeamount in damages. On January 12, 2000Cthet certified a class of
approximately 1,300 current and former restauranegal managers. The Court amended the class enlJ@000 to include approximately
150 additional current and former restaurant gdmeamagers. On May 2, 2001, the parties reachedjegement to settle this matter and
entered into a stipulation of discontinuance ofdase. The Court granted preliminary approval efgbttlement on September 27, 2001, and
final approval of the settlement on December 2012@s no objections to the settlement were mddeCourt's order approving the
settlement and dismissing with prejudice all claimBinal and non-appealable. We have providedtercosts of this settlement as unusual
items.

On October 2, 1996, a class action lawsuit agdiasb Bell Corp., entitled Mynaf, et al. v. Taco Bebrp.,was filed in the Superior Court of
the State of California of the County of Santa &larhe lawsuit was filed by two former restauraeneral managers and two former assistant
restaurant general managers purporting to repredlesurrent and former Taco Bell restaurant gelna@nagers and assistant restaurant
general managers in California. The lawsuit allegethtions of California wage and hour laws invialy unpaid overtime wages and
violations of the State Labor Code's record-keepétgirements. The complaint also included an uffiasiness practices claim. Plaintiffs
claimed individual damages ranging from $10,008160,000 each. On September 17, 1998, the cotifiee@a class of approximately 3,0
current and former assistant restaurant generahgean and restaurant general managers. Taco Biglbped the appellate court to review
trial court's certification order. The petition wa@snied on December 31, 1998. Taco Bell then filgetition for review with the California
Supreme Court, and the petition was subsequentlyedeClass notices were mailed on August 31, 18%%/er 3,400 class members. Trial
began on January 29, 2001. Before conclusion offritle the parties reached an agreement to dbienatter, and entered into a stipulation
of discontinuance of the case. This settlementeagest was approved by the court on September 21, 28e have provided for the costs of
this settlement as unusual items.

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 adlvertising featuring a Chihuahua. Plaintiffgls to recover damages under several
theories, including breach of implied-in-fact caut, idea misappropriation, conversion and unfamgetition. On June 10, 1999, the District
Court granted summary judgment in favor of Tacd Belrp. Plaintiffs filed an appeal with the U.S.&bof Appeals for the Sixth Circuit (tl
"Court of Appeals"), and oral arguments were heldseptember 20, 2000. On July 6, 2001, the Coukippieals reversed the District Court's
judgment in favor of Taco Bell Corp. and remandeeidase to the District Court. Taco Bell Corp. wesssfully petitioned the Court
Appeals for rehearing en banc, and its petitionafdt of certiorari to the United States Supremai@avas denied on January 21, 2002. The
case has now officially been returned to the Oist@iourt, where the Wrench plaintiffs will be alled/to bring their claims to trial.

We believe that the Wrench plaintiffs' claims atighaut merit and are vigorously defending the céfmwvever, 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.
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C&F Packing Co., Inc. v. Pizza Hut, Inthis action was originally filed in 1993 by C&F g Co., Inc., a Chicago meat packing company
("C&F"), in the United States District Court forgtiNorthern District of Illinois. This lawsuit alleg that Pizza Hut misappropriated various
trade secrets relating to C&F's alleged processfmmufacturing a precooked Italian sausage pizzaitg. C&F's trade secret claims against
Pizza Hut were originally dismissed by the trialidaon statute of limitations grounds. That rulings later overturned by the U.S. Court of
Appeals for the Federal Circuit in August 2000 #melcase was remanded to the trial court for funpheceedings. On remand, Pizza Hut
moved for summary judgment on its statute of litiotas defense. That motion was denied in Januabyt Z0his lawsuit was scheduled




trial in late January 2002. Prior to trial, thetEs entered into a written settlement agreemersyaunt to which C&F agreed to dismiss the
case in exchange for a lump sum payment from RizgaThis payment has been made and the case smassded with prejudice effective
February 6, 2002. We have provided for the costhisfsettlement as unusual items in 2001.

Obligations to PepsiCo, Inc. After Spaff

In connection with the Spin-off, we entered intpa®tion and other related agreements (the "Seépagreements"), governing the Soff-
transaction and our subsequent relationship wigsi@®. These agreements provide certain indemndiepsiCo.

The Separation Agreements provided for, among dttiegs, our assumption of all liabilities relatit@ythe restaurant businesses, including
California Pizza Kitchen, Chevys Mexican RestaurB¥ngelo's Sandwich Shops, East Side Mario'sHmidn Now (collectively the "Non-
core Businesses"), and our indemnification of Repsiith respect to these liabilities. We have ideld our best estimates of these liabilities
in the accompanying Consolidated Financial Statésnen

In addition, we have indemnified PepsiCo for angts®r losses it incurs with respect to all lettdreredit, guarantees and contingent
liabilities relating to our businesses under whegpsiCo remains liable. As of December 29, 200fsi€® remains liable for approximately
$94 million on a nominal basis related to thesetingencies. This obligation ends at the time PepsiCGeleased, terminated or replaced by a
qualified letter of credit. We have not been regdito make any payments under this indemnity.

Under the Separation Agreements, PepsiCo maintialinsontrol and absolute discretion with regardatty combined or consolidated tax
filings for periods through October 6, 1997. Pepsélso maintains full control and absolute disoretiegarding any common tax audit iss!
Although PepsiCo has contractually agreed to, indgfaith, use its best efforts to settle all jdirterests in any common audit issue on a basis
consistent with prior practice, there can be no@sge that determinations made by PepsiCo wouttldosame as we would reach, acting on
our own behalf. Through December 29, 2001, theve Im@t been any determinations made by PepsiCoewhemvould have reached a
different determination.

We also agreed to certain restrictions on our astto help ensure that the Spin-off maintainethitsfree status. These restrictions, which
were generally applicable to the two-year peridtbfeing October 6, 1997, included among other tkidgnitations on any liquidation,
merger or consolidation with another company, deitsuances and redemptions of our Common Stagkg@nting of stock options and ¢
sale, refranchising, distribution or other dispiositof assets. If we failed to abide by these ie#ins or to obtain waivers from PepsiCo and,
as a result, the Spin-off fails to qualify as a-fiee reorganization, we may be obligated to indiénepsiCo for any resulting tax liability,
which could be substantial. No payments under thresmnities have been required or are expectée re@quired. Additionally, PepsiCo is
entitled to the federal income tax benefits relatethe exercise after the Spin-off of vested Repsiptions held by our employees. We
expense the payroll taxes related to the exerdid@ese options as incurred.
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Note 23 - Selected Quarterly Financial Data (Unautid)
2001
First Se cond Third  Fourth
Quarter Qu arter Quarter Quarter Total
Revenues:
Company sales $ 1,326 $ 1416 $ 1,449 $ 1,947 $ 6,138
Franchise and license fees 180 189 191 255 815
Total revenues 1,506 1,605 1,640 2,202 6,953
Total costs and expenses, net 1,330 1,390 1,409 1,933 6,062
Operating profit 176 215 231 269 891
Net income 88 116 124 164 492
Diluted earnings per common share 0.59 0.76 0.81 1.08 3.24
Operating profit attributable to:
Facility actions net loss (gain) 2 (18) (9) 26 1
Unusual items (income) expense 2 (4) - (1) €))

2000




First Se cond Third Fourth

Quarter Qu arter Quarter Quarter Total

Revenues:

Company sales $ 1,425 $ 1480 $ 1,470 $ 1,930 $ 6,305

Franchise and license fees 172 176 188 252 788

Total revenues 1,597 1,656 1,658 2,182 7,093
Total costs and expenses, net 1,355 1,436 1,526 1,916 6,233
Operating profit 242 220 132 266 860
Net income 120 106 59 128 413
Diluted earnings per common share 0.80 0.71 0.40 0.86 2.77
Operating profit attributable to:

Facility actions net (gain) 47 (66) 3) (60) (176)

Unusual items expense 4 72 92 36 204

See Note 5 for details of facility actions net I¢gain) and unusual items (income) expense.
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Management's Responsibility for Financial Statemers

To Our Shareholders:

We are responsible for the preparation, integnity fair presentation of the Consolidated FinanStatements, related notes and other
information included in this annual report. Theafiitial statements were prepared in accordanceawibunting principles generally accepted
in the United States of America and include ceréairounts based upon our estimates and assummBnsguired. Other financial
information presented in the annual report is aetifrom the financial statements.

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

The Consolidated Financial Statements have beedtedughd reported on by our independent auditoRsyIk LLP, who were given free
access to all financial records and related datduding minutes of the meetings of the Board akbliors and Committees of the Board. We
believe that management representations made todbpendent auditors were valid and appropriate.

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

Although no cost-effective internal control systesitl preclude all errors and irregularities, weibgk our controls as of December 29, 2001
provide reasonable assurance that our assetsem@nably safeguarded.



David J. Deno
Chief Financial Officer
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Report of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

We have audited the accompanying consolidated balsineets of TRICON Global Restaurants, Inc. arifiaries ("TRICON") as of
December 29, 2001 and December 30, 2000, and ltedeconsolidated statements of income, cash fiovdsshareholders' equity (deficit)
and comprehensive income for each of the yearfsairthireeyear period ended December 29, 2001. These coasafidinancial statements
the responsibility of TRICON's management. Our oesiibility is to express an opinion on these cadatéd financial statements based on
our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of TRICON
as of December 29, 2001 and December 30, 200Gharn@sults of its operations and its cash flowsfh of the years in the three-year
period ended December 29, 2001, in conformity &itbounting principles generally accepted in thetdthStates of America.

/sl KPMG LLP

Louisville, Kentucky

February 7, 2002, except as to Note 12
which is as of February 22, 2002
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ltem 9. Changes In and Disagreements with Accatants on Accounting and Financial Disclosure.
None.
PART Il

Item 10. Directors and Executive Officers of th Registrant.



Information regarding directors is incorporatedréference from the Company's definitive proxy stegat which will be filed with the
Securities and Exchange Commission no later th@rdag2s after December 29, 2001.

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

Information regarding executive compensation igiporated by reference from the Company's defimititoxy statement which will be filed
with the Securities and Exchange Commission no taen 120 days after December 29, 2001. Informadjapearing in the sections entitled
"Compensation Committee Report on Executive Comgitéas' and "Performance Graph" contained in the gamy's definitive proxy
statement shall not be deemed to be incorporatedfbyence in this Form 10-K, notwithstanding aeyeral statement contained herein
incorporating portions of such proxy statementdfgrence.

ltem 12.  Security Ownership of Certain Benefi@l Owners and Management.

Information regarding security ownership of certagneficial owners and management is incorporayegference from the Company's
definitive proxy statement which will be filed withe Securities and Exchange Commission no lager 120 days after December 29, 2001.

Item 13. Certain Relationships and Related Trasactions.

Information regarding certain relationships anated transactions is incorporated by reference tt@Company's definitive proxy statem
which will be filed with the Securities and Exchangommission no later than 120 days after Dece@®e2001.
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PART IV

Item 14. Exhibits, Financial Statement Scluelles and Reports on Form 8-K.

(@) (1) Financial Statements: Consolidated findratetements filed as part of this report are disteder Part Il,
Item 8 of this Form 1-K.

(2) Financial Statement Schedules: No scheduéeseguired because either the required informasiorot
present or not present in amounts sufficient tairegsubmission of the schedule, or because the
information required is included in the financitdtements or the related notes thereto filed aatagp this
Form 1(-K.

(3) Exhibits: The exhibits listed in the accomyiag Index to Exhibits are filed as part of thisrfol0K. The
Index to Exhibits specifically identifies each mgamment contract or compensatory plan required to be
filed as an exhibit to this Form -K.
(b) Reports on Form-K

(1) We filed a Current Report on Form 8-K datextdDer 18, 2001 attaching our third quarter easiefease
dated October 16, 200

(2) We filed a Current Report on FornkK8dated December 19, 2001 attaching our 2002 egsrexpectatior

as well as reconfirming our ongoing operating ER&eetations for the full-year 2001 press releasedda
December 13, 200:
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SIGNATURES

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

Dated: March 7, 2002

TRICON GLOBAL RESTAURANTS, INC.

By: /s/ David C. Novak

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

Signature Title Date
/s/ David C. Novak Chairman of the Board, March 7, 2002
David C. Novak Chief Executive Officer and President

(principal executive officer
/s/ Andrall E. Pearson Founding Chairman March 7, 2002
Andrall E. Pearso
/s/ David J. Deno Chief Financial Officer March 7, 2002
David J. Denc (principal financial officer’
/s/ Brent A. Woodford Vice President and Controller March 7, 2002
Brent A. Woodforc (principal accounting officer
/s/ D. Ronald Daniel Director March 7, 2002
D. Ronald Danie
/s/ James Dimon Director March 7, 2002
James Dimoi
/s/ Massimo Ferragamo Director March 7, 2002

Massimo Ferragam
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Signature Title Date
/s/ Robert Holland, Jr. Director March 7, 2002
Robert Holland, Ji
/s/ Sidney Kohl Director March 7, 2002
Sidney Kohl
/s/ Kenneth G. Langone Director March 7, 2002
Kenneth G. Langon
/s/ Jackie Truijillo Director March 7, 2002

Jackie Truijillo



/s/ Robert J. Ulrich Director March 7, 2002

Robert J. Ulrict

/sl Jeanette S. Wagner Director March 7, 2002

Jeanette S. Wagn

/sl John L. Weinberg Director March 7, 2002

John L. Weinber

Exhibit
Number

3.1

3.2

4.1*

4.2

10.1

10.2

10.3

10.4

10.5
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TRICON Global Restaurants, Inc.
Exhibit Index
(Item 14)

Description of Exhibits

Restated Articles of Incorporation of Tricon, whigte incorporated herein by reference from Ex
3.1 to Tricon's Annual Report on Form-K for the fiscal year ended December 26, 1¢

Amended and restated Bylaws of Tricon, which aceiporated herein by reference from Exhibit
to Tricon's Annual Report on Form-K for the fiscal year ended December 26, 1¢

Indenture, dated as of May 1, 1998, betweecohrand The First National Bank of Chicago,
pertaining to 7.45% Senior Notes and 7.65% Senaiedldue May 15, 2005 and May 15, 2008,
respectively, and 8.5% Senior Notes and 8.875%08&otes due April 15, 2006 and April 15,
2011, respectively, which is incorporated hereindfgrence from Exhibit 4.1 to Tricon's Report on
Form &K filed with the Commission on May 13, 19¢

Rights Agreement, dated as of July 21, 1998ydxn Tricon and BankBoston, N.A., which is
incorporated herein by reference from Exhibit 4®Tricon's Quarterly Report on Form 10-Q for
the quarter ended June 13, 1€

Separation Agreement between PepsiCo, IncTaodn effective as of August 26, 1997, and the
First Amendment thereto dated as of October 6, 1@8ith is incorporated herein by reference f
Exhibit 10.1 to Tricon's Annual Report on Formr-K for the fiscal year ended December 27, 1¢

Tax Separation Agreement between PepsiCoatttTricon effective as of August 26, 1997, which
is incorporated herein by reference from Exhibi2li®d Tricon's Annual Report on Form 10-K for
the fiscal year ended December 27, 1¢

Employee Programs Agreement between Pepsi€oahd Tricon effective as of August 26, 1997,
which is incorporated herein by reference from BkHi0.3 to Tricon's Annual Report on Form KO-
for the fiscal year ended December 27, 1¢

Telecommunications, Software and Computingi&es Agreement between PepsiCo, Inc. and
Tricon effective as of August 26, 1997, which isarporated herein by reference from Exhibit 10.4
to Tricon's Annual Report on Form-K for the fiscal year ended December 27, 1¢

Amended and Restated Sales and Distributiorekgent between AmeriServe Food Distribution,
Inc., Tricon, Pizza Hut, Taco Bell and KFC, effgetias of November 1, 1998, which is incorporatec
herein by reference from Exhibit 10 to Tricon's AahReport on Form 10-K for the fiscal year
ended December 26, 1998, as amended by the Firshédment thereto, which is incorporated he
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10.7%
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10.13t
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by reference from Exhibit 10.5 to Tricon's Annua@d®rt on Form 10-K for the fiscal year ended
December 30, 200!
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Credit Agreement dated as of October 2, 199dng Tricon, the lenders party thereto, The Chase
Manhattan Bank, as Administrative Agent, and Ciaahattan Bank as Issuing Bank, which is
incorporated herein by reference from Exhibit 10 tcon's Quarterly Report on Form 10-Q for the
guarter ended September 6, 1997, as amended bydhneen No. 1 thereto which is incorporated
herein by reference from Exhibit 10.6 to Triconsa@erly Report on Form 10-Q for the quarter
ended March 20, 1999, as amended by Amendment Nheréto, which is incorporated herein by
reference from Tricon's Annual Report on Form 1@Kthe fiscal year ended December 25, 1999,
as amended by Amendment No. 3 thereto (as fileehhth).

Tricon Director Deferred Compensation Plangféective October 7, 1997, which is incorporated
herein by reference from Exhibit 10.7 to Triconisrial Report on Form 10-K for the fiscal year
ended December 27, 19¢

Tricon 1997 Long Term Incentive Plan, as effectaober 7, 1997, which is incorporated hereil
reference from Exhibit 10.8 to Tricon's Annual Regm Form 10-K for the fiscal year ended
December 27, 199°

Tricon Executive Incentive Compensation Pareffective January 1, 1999, as amended, which is
incorporated herein by reference from Tricon's AairReport on Form 18-for the fiscal year ends
December 25, 199!

Tricon Executive Income Deferral Programeféective October 7, 1997, which is incorporated
herein by reference from Exhibit 10.11 to Tricolfsual Report on Form 10-K for the fiscal year
ended December 27, 19¢

Tricon Pension Equalization Plan, as effeddctober 7, 1997, which is incorporated herein by
reference from Exhibit 10.14 to Tricon's Annual Bgmn Form 10-K for the fiscal year ended
December 27, 199°

Form of Directors' Indemnification Agreemenljich is incorporated herein by reference from
Exhibit 10.17 to Tricon's Annual Report on Forn-K for the fiscal year ended December 27, 1¢

Amended and restated form of Severance Agee(in the event of a change in control), whih i
incorporated herein by reference from Exhibit 1ad 7Tricon's Annual Report on Form 10-K for the
fiscal year ended December 30, 2C

Tricon 1999 Long Term Incentive Plan, asaive May 20, 1999, which is incorporated hergin b
reference from Tricon's Annual Report on Forn-K for the fiscal year ended December 25, 1¢

Employment Agreement between Tricon ands@tan L. Campbell, dated as of September 3, 1997,
which is incorporated herein by reference from BxkHi0.19 to Tricon's Annual Report on Form 10-
K for fiscal year ended December 26, 1€

Tricon Purchasing Coop Agreement, dated daoth 1, 1999, between Tricon and the Unified
FoodService Purchasing Coop, LLC, which is incoaped herein by reference from Exhibit 10.2I
Tricon's Annual Report on Form 10-K for the fisgahr ended December 26, 1998, as amended by
the First Amendment thereto (as filed herewi



10.21% Employment Agreement between Tricon and W erBachelder, dated as of April 1, 2001 (asdile

herewith).
81
12.1 Computation of ratio of earnings to fixed char¢
21.1 Active Subsidiaries of Tricor

23.1 Consent of KPMG LLP

* Neither Tricon nor any of its subsidiaries is paayny other long-term debt instrument under wisieturities
authorized exceed 10 percent of the total assefsi@in and its subsidiaries on a consolidatedsh&opies of
instruments with respect to long-term debt of lesseounts will be furnished to the Commission upsguest.

T Indicates a management contract or compensatony pla
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Exhibit 10.6

AMENDMENT, WAIVER AND AGREEMENT dated &

of February 22, 2002, to the Credit Agreement datedf October 2, 1997, as amended (the "Credit
Agreement"), among TRICON GLOBAL RESTAURANTS, IN@he "Borrower"), the Lenders party thereto,
and JPMORGAN CHASE BANK, as successor to The ChMesghattan Bank, as Administrative Agent (the
"Administrative Agent"). Capitalized terms used amud defined herein shall have the meaning assigmedch
terms in the Credit Agreement.

WHEREAS the Borrower has requested the Lentdeasnend the Credit Agreement and agree to centaivers and agreements as set
forth herein; and

WHEREAS the undersigned Lenders are willingpprove such amendment and agree to such waneémsgreements, subject to the
terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutagdeements contained in this Amendment and othed gnd valuable consideration,
the sufficiency and receipt of which are herebynaeidedged, the parties hereto hereby agree asv®llo

SECTION 1. Amendmenté&) Section 6.01 of the Credit Agreement is her@imgnded, as of the Amendment Effective Date (daelkin
Section 5 below), by deleting the amount "$50,000;Gontained therein and substituting in lieu #uéithe amount "$100,000,00(



B. Section 6.04 of the Credit Agreement is herebgraed, as of the Amendment Effective Date, by ohgjéhe amount "$150,000,000"
contained in clause (1) thereof and substitutiniiein thereof the amount "$450,000,000".

SECTION 2. Waivers and Agreemeritle parties hereto hereby agree to reduce the RegdCommitments to $1,750,000,000, effective
upon satisfaction of the conditions set forth it®a 5. This agreement shall constitute noticeanr&ection 2.09(c) of the Credit Agreement.
The Required Lenders hereby waive receipt of sutice at least three Business Days prior to thecéiffe date of such reduction.

SECTION 3. Representation and Warranfiése Borrower represents and warrants to each dfehders, on and as of the date hereof
after giving effect to this Amendment, that:

A. The representations and warranties of each Loay Betrforth in each Loan Document are true andecbvion and as of the date hel
except to the extent that any such representatindsvarranties expressly relate to an earlier idatéhich case any such
representations and warranties shall be true arrdat@t and as of such earlier date.

B. No Default has occurred and is continuing.

SECTION 4, Applicable LawfHIS AMENDMENT SHALL BE CONSTRUED IN ACCORDANCE WIH AND GOVERNED BY THE
LAWS OF THE STATE OF NEW YORK.

SECTION 5. Conditions of Effectivene3sis Amendment shall become effective (the datevbich this Amendment so becomes
effective being herein called the " Amendment BifecDate") only when (a) the Administrative Agent or itswwtsel shall have received di
executed counterparts of this Amendment which, wihkan together, bear the signatures of the Bonrawd the Required Lenders and (b)
the Administrative Agent shall have received far Htcount of each Lender executing this Amendmermtr grior to 12:00 noon, eastern
standard time, on March 1, 2002, a lender fee egualbasis points multiplied by the sum of suchde&r's Revolving Commitment, as
reduced pursuant to Section 2, and outstanding Temans. Unless and until this Amendment becomectife, the Credit Agreement shall
continue in full force and effect in accordancethvilie provisions thereof and the rights and ohiliget of the parties thereof shall not be
affected hereby.

SECTION 6. Amended Credit Agreemefiny reference in the Credit Agreement, or in angudoents or instruments required thereunder
or annexes or schedules thereto, referring to tediCAgreement shall be deemed to refer to theli€Cgreement as amended and modified
by this Amendment. As used in the Credit Agreentieatterms "Agreement”, "this Agreement"”, "hereltigreinafter”, "hereto", "hereof" and
words of similar import shall, unless the contetktsswise requires, mean the Credit Agreement andeteby this Amendment. Except as
expressly modified by this Amendment, the terms nodisions of the Credit Agreement are hereby icord@d and ratified in all respects and
shall remain in full force and effect.

SECTION 7. Counterpartshis Amendment may be executed in two or more @piatts, each of which shall constitute an orignalall
of which when taken together shall constitute me oontract. Delivery of an executed counterpad signature page by facsimile
transmission shall be effective as delivery of anuadly executed counterpart of this Amendment.

SECTION 8. Expense$he Borrower agrees to reimburse the Administraigent for its reasonable out-pbcket expenses in connect
with this Amendment, including the reasonable febsyges and disbursements of Cravath, Swaine &®&Jaounsel for the Administrative
Agent.

IN WITNESS WHEREOF, the parties hereto hawgsed this Amendment to be duly executed by thepeetive authorized officers as of
the day and year first written above.

TRICON GLOBAL RESTAURANTS, INC

by /s/ Denise L. Ramos

Name: Denise L. Ram:
Title: Senior Vice President, Treast

JPMORGAN CHASE BANK,
individually and as Administrative Agent
and Swingline Lende

by /s/ Berry Bergman

Name: Berry Bergme
Title: Vice Presider

CHASE MANHATTAN BANK USA,



N.A., as Issuing Ager

by /s/ Michael P. Handago

Name: Michael P. Handa
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

ALLIED IRISH BANK, PLC

by /s/ Rima Terradista
Name: Rima Terradis
Title: Senior Vice Preside

by /s/ Anthony O'Reilly
Name: Anthony O'Reill
Title: Vice Presider

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

AMMCDO |, LIMITED
By: American Money Management Corp.,
as Collateral Manag

by /s/ David P. Meyer
Name: David P. Meyt
Title: Vice Presider

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

AMMCDO I, LIMITED
By: American Money Management Corp.,
as Collateral Manag

by /s/ David P. Meyer
Name: David P. Meyt
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT



Name of Institutic

DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

ARAB BANKING CORPORATION

by /s/ Charles F. Azzara
Name: Charles F. Azze
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

BANCA DI ROMA

by /s/ Robert Jozkowski
Name: Robert Jozkows
Title: Vice Presider

by /s/ Alasandro Poli
Name: Alasandro Pc
Title: A.T.

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

BANK HAPOALIM B.M.

by /s/ James P. Surless
Name: James P. Surle
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

BANK OF AMERICA, N.A.

by /s/ Chitt Swamidasan
Name: Chitt Swamidas:i
Title: Principa




SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BANK OF LOUISVILLE

by /s/ S. Gordon Dabney, Jr.
Name: S. Gordon Dabney,
Title: Senior Vice Preside

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BANK OF MONTREAL

by /s/ Bruce A. Pietka
Name: Bruce A. Pietk
Title: Directot

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BANK OF SCOTLAND

by /s/ Joseph Fratus
Name: Joseph Frat
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BANK OF TOKYC-MITSUBISHI TRUST CO.

by /s/ John R. Jeffers
Name: John R. Jeffe
Title: Senior Vice Preside

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,



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

Name of Institutic BANK ONE, INDIANA, N.A.

by /s/ Michael R. Zaksheske
Name: Michael R. Zakshes
Title: Director

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BAYERISCHE HYP(G-UND VEREINS BANK AG

by /s/ John T. Murphy
Name: John T. Murpt
Title: Director

by /s/ Tricia Grieve
Name: Tricia Griev
Title: Director

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BNP PARIBAS

by /s/ Frederick Moryl
Name: Frederick Mon
Title: Managing Directc

by /s/ Christine Howatt
Name: Christine Hows
Title: Director

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic BOS (USA) INC

by /s/ Joseph Fratus
Name: Joseph Frat
Title: Vice Presider



Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

CH&NHWA COMMERCIAL BANK,
LTD., NEW YORK BRANCH

by /s/ Min¢-Hsien Lin
Name: Min-Hsien Lin
Title: VP & General Manag:

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

CITIBANK N.A.

by /s/ Sandy Salgado
Name: Sandy Salga
Title: Directot

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

CREDIT AGRICOLE INDOSUE:

by /s/ Bradley C. Peterson
Name: Bradley C. Peters
Title: First Vice Presidel

by /s/ Richard A. Drennan
Name: Richard A. Drenn:
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

COMERICA BANK

by /s/ Kathleen M. Kasperek




Name: Kathleen M. Kasper
Title: Assistant Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

CREDIT INDUSTRIEL ET COMMERCIAL

by /s/ Brian O'Leary
Name: Brian O'Lear
Title: Vice Presider

by /s/ Marcus Edward
Name: Marcus Edwa
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

CREDIT LYONNAIS CHICAGO BRANCF

by /s/ Lee E. Greve
Name: Lee E. Gre\
Title: First Vice Presidel

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

ERSTE BANK, NEW YORK BRANCF

by /s/ Paul Judicke
Name: Paul Judicl
Title: Vice Presider

by /s/ John S. Runnion
Name: John S. Runni
Title: Managing Directc

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative



Name of Institution

Agent

FIDEY ADVISOR SERIES II;
FIDELITY ADVISOR HIGH FLOATING
RATE HIGH INCOME TRUSI

by /s/ Paul Maloney
Name: Paul Malone
Title: Assistant Treasur

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

FIFTH THIRD BANK, KENTUCKY, INC.

by /s/ Edward B. Martin
Name: Edward B. Marti
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

FIRSTRUST BANK

by /s/ Kent Nelson
Name: Kent Nelso
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

FIRST UNION NATIONAL BANK

by /s/ Roger Pelz
Name: Roger Pe
Title: Senior Vice Preside

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent



Name of Institutic

FLEET NATIONAL BANK

by /s/ Robert W. MacElhiney
Name: Robert W. MacElhin¢
Title: Director

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

GALAXY CLO 199¢-1 LTD.

by /s/ Thomas G. Brandt
Name: Thomas G. Bran
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

GENERAL ELECTRIC CAPITAL CORPORATIOI

by /s/ Gregory Hong
Name: Gregory Hor
Title: Duly Authorized Signatotr

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

GRAYN AND CO.
By: Boston Management and Research, as
Investment Advisc

by /s/ Paysor F. Swaffield
Name: Paysor F. Swaffie
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent



Name of Institutic

HIBERNIA NATIONAL BANK

by /s/ Connie Disbrow
Name: Connie Disbro
Title: Relationship Manag

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

HSBC BANK USA

by /s/ Anne Serewicz
Name: Anne Serewi(
Title: Senior Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

ING BANK N.V.

by /s/ David Owens
Name: David Ower
Title: Director

by /s/ Caroline Magee
Name: Caroline Mage
Title: Directot

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

KZH CNC LLC

by /s/ Anthony larrobino
Name: Anthony larrobin
Title: Authorized Agen

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent



Name of Institutic

NATEXIS BANQUES POPULAIRE!

by /s/ Frank H. Madden, Jr.
Name: Frank H. Madden, .
Title: Vice President & Group Manac

by /s/ Harris Frommer
Name: Harris Fromm
Title: Assistant Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

NATIONAL BANK OF KUWAIT SAK - NEW YORK

by /s/ Muhannad Kamal
Name: Muhannad Kam
Title: General Manag:

by /s/ Robert McNeill
Name: Robert McNei
Title: Executive Manage

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

NATIONAL CITY BANK OF KENTUCKY

by /s/ Kevin L. Anderson
Name: Kevin L. Andersc
Title: Vice Presider

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

NAONAL WESTMINISTER BANK PLC
By: NatWest Capital Markets Limited, its Agent
By: Greenwich Capital Markets, Inc., its Agent
By: American Money Management Corp.,

as Collateral Manag

by /s/ David P. Meyer
Name: David P. Meyt




Title: Vice Presider

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

NORBUTSCHE LANDESBANK
GIROZENTRALE NY BRANCH AND/OR
CAYMAN ISLANDS

by /s/ Stephen K. Hunter
Name: Stephen K. Huni
Title: Senior Vice Preside

by /s/ Hinrich Holm
Name: Hinrich Holn
Title: Vice Presider

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

NOER BANK FINLAND PLC
(formerly Merita Bank Plc

by /s/ Michael J. Maher
Name: Michael J. Mah
Title: Senior Vice Preside

by /s/ Garry Weiss
Name: Garry Weis
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

PNC BANK, N.A.

by /s/ Bruce G. Shearer
Name: Bruce G. Sheal
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,



Name of Institutic

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

RAYMOND JAMES BANK, FSE

by /s/ Andrew D. Hahn
Name: Andrew D. Hah
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

ROYAL BANK OF CANADA

by /s/ Sheryl L. Greenberg
Name: Sheryl L. Greenbe
Title: Senior Manage

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

SOCIETE GENERALE

by /s/ John R. Watkins
Name: John R. Watkit
Title: Managing Directc

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

STANDARD CHARTERED BANK

by /s/ Joe Langlois
Name: Joe Langlo
Title: Vice Presider

by /s/ Robert Reddington
Name: Robert Reddingt:
Title: AVP/Credit Documentatic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,



Name of Institutic

AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

STB DELAWARE FUNDING TRUST

by /s/ Donald C. Hargadon
Name: Donald C. Hargad
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

SUMITOMO MITSUI BANKING CORPORATION

by /s/ Edward D. Henderson, Jr.
Name: Edward D. Henderson,
Title: Senior Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

SUNTRUST BANK

by /s/ Charles J. Johnson
Name: Charles J. Johns
Title: Managing Directc

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

THE BANK OF NEW YORK

by /s/ Kenneth R. McDonnell
Name: Kenneth R. McDonn
Title: Assistant Vice Preside

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative



Name of Institutic

Agent
THE BANK OF NOVIA SCOTIA

by /s/ Todd Meller
Name: Todd Melle
Title: Managing Directc

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

THE DAI-ICHI KANGYO BANK, LTD.

by /s/ Chimie T. Pemba
Name: Chimie T. Peml
Title: Assistant Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

THE FUJI BANK, LIMITED

by /s/ Peter L. Chinnici
Name: Peter L. Chinni
Title: Senior Vice President & Group He

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

THE INDUSTRIAL BANK OF JAPAN, LIMITED

by /s/ Akihoko Mabuchi
Name: Akihiko Mabucl
Title: Senior Vice Preside

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

THHTSUBISHI TRUST AND



BANKING CORPORATION

by /s/ Hiroyuki Tsuru
Name: Hiroyuki Tsur
Title: Deputy General Manag

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic THE NORTHERN TRUST COMPAN'

by /s/ Karen E. Dahl
Name: Karen E. Da
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic TRANSAMERICA OCCIDENTIAL LIFE INS. CO

by /s/ Bill Henricksen
Name: Bill Henrickse
Title: Vice Presider

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

Name of Institutic UBS AG, STAMFORD BRANCFH

by /s/ Anthony N. Joseph
Name: Anthony N. Jose|
Title: Associate Directc

by /s/ Lynne B. Alfarone
Name: Lynne B. Alfaron
Title: Associate Directc

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent



Name of Institution

UBANK LIMITED,
acting through its New York Bran

by /s/ P. Barlett Wu
Name: P. Barlett W
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

U.S. BANK NATIONAL ASSOCIATION

by /s/ Toby B. Rau
Name: Toby B. Rau
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WACHOVIA BANK, N.A.

by /s/ Roger Pelz
Name: Roger Pe
Title: Senior Vice Preside

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WELLS FARGO BANK

by /s/ Brian O'Melveny
Name: Brian O'Melven
Title: Vice Presider

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WELLS FARGO BANK, N.A.



by /s/ Jack Haye
Name: Jack Hay
Title: Senior Vice Preside

Name of Institution

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WHSBEUTSCHE LANDESBANK
GIROZENTRALE, NEW YORK BRANCF

by /s/ Andreas Schroeter
Name: Andreas Schroe
Title: Director

by /s/ Walter T. Duffy IlI
Name: Walter T. Duffy I
Title: Associate Directc

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WESTPAC BANKING CORPORATIO!

by /s/ Andrew Ramsay
Name: Andrew Rams:
Title: Head of Relationship Managem

Name of Institutic

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent

WINGED FOOT FUNDING TRUS

by /s/ Ann E. Morris
Name: Ann E. Morri
Title: Authorized Agen

SIGNATURE PAGE TO THE AMENDMENT
DATED AS OF FEBRUARY 22, 2002,
AMONG TRICON GLOBAL RESTAURANTS,
INC., THE LENDERS AND JPMORGAN
CHASE BANK, as Administrative

Agent



Name of Institutic YASUDA TRUST & BANKING CO., LTD.

by /s/ Atsunobu Tanimoto
Name: Atsunobu Tanimo
Title: Chief Representati

Exhibit 10.20

TRICON PURCHASING COOP AGREEMENT
AMENDMENT

Paragraph 14.(a) of the Tricon PurchasingpCagreement dated March 1, 1999, between Trico@IRestaurants, Inc. and Unified
FoodService Purchasing Co-Op, LLC is hereby amesddtat as amended it reads in its entirety devist

14. Term and Termination.

A. The initial term of this Agreement shall commemcethe date hereof and shall continue until Deaam3hi, 2010. Either Tricon or the
Unified Coop may terminate this Agreement on angddeber 31 (beginning with December 31, 2010) upeing at least 365 days
prior written notice of termination to the otherfyaln any event, this Agreement will terminateonpgghe dissolution of the Unified
Coop pursuant to paragraph 17 of the Operating éxgest.

Unified FoodService Purchasing Co-op, LLC

By:

Daniel E. Woodside

Date:

Tricon Global Restaurants, Inc.

By: /s/ Christian L. Campbell

Date: -1C-01

Exhibit 10.21

December 12, 20C



Ms. Cheryl Bachelder
1029 Andover Drive
Northville, MI 48167

Dear Cheryl,

| am pleased to confirm our offer to you for thesition of President and Chief Concept Officer of IKBSA, Inc. ("KFC"), a subsidiary of
Tricon Global Restaurants, Inc. ("Tricon"), repogito Tricon's CEO and President, David Novak.

The conditions of the offer are as follows:

Start Date

Title and Duties

Principal Place of
Employment

Base Salary

2000 Incentive BuyOut

2001 Incentive

Relocation

Hiring Bonus

Stock Option Program

For compensation purposes, your start date withbweually agreed upon, but not later
than [April 1, 2001] ("Start Date"

Title: President and Chief Concept Officer of KFEporting to the Chief Executive
Officer and /or President of Tricon. Duties: Autityrduties and responsibilities
customarily exercised by an individual servinghnde positions in a corporation of the
size and nature of KF(

Initial principal place of employment will be KF@iporate headquarters, Louisville,
Kentucky.

You will be paid $400,000 (gross before taxes) atigwr $15,384.62 per pay period.
This salary is guaranteed for 6 months from thet &tate.

You will receive a one-time payment of $430,00m&g before taxes) to compensate
you for the forfeiture of your 2000 incentive frdbomino's. This will be paid to you
within approximately 30 days following the StarttB:

This position carries a target bonus of 75% of lsadary. For 2001, you are guaranteed
a minimum of 100% of target. In the event you véduity resign within twelve months
of your start date, you agree that you will noebétled to any 2001 incentive payment
and if it is paid, you agree to return it immediatd he 2001 bonus is payable in early
2002 during the normal bonus process. Additiongihy are eligible to receive any
upside earned as a result of individual and KFGoperance for the period of time frc
commencement of your employment to the end of d&,)in accordance with the
provisions of our annual incentive progre

You are eligible to participate in Tricon's relaoatprogram which will include one
month's salary (after taxes), a full home sale pgekbuyout on your home, house
hunting trips, temporary living, and shipment ofieehold goods. We will arrange for
Sue Newton, Manager Relocation, at (502) 874-285®htact you and discuss your
relocation need:

We will pay you a hiring bonus in the amount of $® (after taxes). This hiring
bonus is payable within two (2) weeks of the SPate. You may elect to defer this
bonus into Tricon stock in our Executive Income éedl program, provided you notify
us before or at the time you accept this offethenevent that you voluntarily resign
without Good Reason within twelve months of thertSate, you agree to repay this
hiring bonus immediately. Otherwise, this hiringibe is not subject to any repayment
requirement

You will be eligible for the Tricon Stock Option &rt Program in 2001. Your 2001
face value award amount is $2,000,000 and willdaetgd on the executive grant date
of January 25, 2001, provided your commencemeatrgdloyment is on or before that
date, and otherwise will be granted as soon agipahthereafter. This first grant will
have 25% per year vesting and an exercise prical égthe date-of-grant market price.



You will also receive a grant of 31,250 stock opsimn the grant date described above.
This grant will vest 100% four (4) years from thee of grant and have an exercise
price equal to the fair market value on the datgraht. Future grants will be awarded
on the executive grant schedule. Your 2002 gralhtwia minimum of $2,000,000 fa
value with 25% per year vesting and with an exerpisce equal to the date-of-grant
market price

Stock Ownership Executives of this company are encouraged to rheatstock ownership guideline.
Your stock ownership guideline will be 24,000 sisafou have five years to achieve
this guideline and need to reach an annual 20% d¢tment to be eligible for our
ownership stock option grants. You are not requicecheet the guideline trend for the
first stock option grant in 2001, but will be remd to be 20% on trend for the 2002
grant.

Income Deferral You will be eligible to participate in Tricon's Exative Income Deferral (EID) Plan.
Under EID, you may voluntarily elect to defer uplf@0% of salary and/or annual
incentive. For your incentive deferrals, Triconcitas offered at a 25% discount to fair
market value, subject to a risk of forfeiture shibybu voluntarily leave KFC or Tricon
within two years of your deferral. This program danutilized to meet your ownership
requirements

Change in Control You will receive a change in control agreement Einto other Tricon Executives. Yc

Agreement payment under the agreement in case of terminaticaccount of a change in control
will be calculated based on two times base salary greater of target bonus or prior
year bonus

Definitions Definitions of Cause, Good Reason and Disabiligy@ntained in Attachment A of tt
letter.

Involuntary Termination or If you are involuntarily terminated other than f@ause or you terminate for Good

Good Reason Termination Reason, you will receive salary continuation (idahg medical coverage for one year
or until your new employer provides coverage ifrser) for one year plus target bonus.
In addition, if you are involuntarily terminatediqgarto January 1, 2002, you will rece
additional months of salary equal to the numbdulbicalendar months remaining in
2001 less any months of salary guarantee that retodie paid pursuant to the base
salary section above. You will also receive a @@ ibonus for the year of termination
(based on your target bonus.) If an executive sewer program is adopted for
executives at your level with a higher payment tthenpayments described in the
previous two sentences, you will receive that payme

In addition, you will also be entitled to reimbunsent for expenses incurred to relocate
you and your family back to Michigan. Expensesiblefor reimbursement are the
sales commission on the sale of your Louisvilledesce, loss on the sale of your
Louisville residence up to $150,000, shipping, entbading of ordinary household
goods, and or-way airfare (business class) for you and your far

Termination for Cause or If you are terminated for cause or leave volunggiithout Good Reason), you will
Voluntary Termination only be entitled to salary up to the date of teation and any other accrued benefits
accrued up to the date of terminati

Termination due to Death orlf your employment is terminated due to your DaatiDisability, you will receive a

Permanent Disability prorata bonus for the year of termination (based amr yarget bonus). In addition, yc
Stock Options will vest and remain exercisabledocadance with terms of stock opiti
plan.

Vacation You will be entitled to five (5) weeks' vacationraually per full calendar yea



Benefits

Annual Physical

Exec. Auto Allowance

Perquisites Allowance

Country Club Membership

Expenses

Confidential Information

Indemnification/D&O
Insurance

You will be eligible to participate in the Tricorbefits plan on the same basis as other
senior executives, including the pension programaliding, but not limited to, the
Tricon Salaried Employees Retirement Plan and tie®it Pension Equalization Plan),
60 days after your commencement of employment. Weaimburse you for COBRA
costs until you are eligible to participate in owedical plans. You will be covered
under Tricon's group life insurance policy from ydiust date of employment at one
times annual base and target bonus. Should youdravguestions regarding your
benefits, please cal-88¢-372-5313.

You will be eligible for an annual executive phyithat can be taken at the Cooper
Clinic in Dallas in accordance with Tricon's startbiests

A car allowance of $27,500 (gross before taxed)weilprovided annually
A perquisites allowance of $5,000 (after taxes) el provided annually

You will be eligible for a country club membershigth dues paid by KFC at Valhalla
Golf Club as previously discusse

You will be entitled to reimbursement for all apprate business expenses in
accordance with the Company travel and entertaibhmaicy.

KFC is not interested in any confidential infornaattior trade secrets belonging to any
other parties, including any of your prior empla€Fhe offer in this letter is continge
upon our understanding, based on your representaltiat you have not disclosed to
Tricon or KFC, and you will not use or discloseaabricon or KFC employee, any
confidential information or trade secrets of anyeotparty.

a. Tricon and KFC will indemnify you on a currertsiis against any and all attorneys'
fees and expenses reasonably incurred by you imeotion with any actual or
anticipated claim, action, suit or proceeding byridwo's (or any negotiation in
connection therewith) based on your acceptancei®bffer or your services for KFC.
This indemnification is based on your representatiat you have not taken or used,
without authorization and will not take or use with authorization, any trade secrets or
confidential information belonging to Domino's ionmection with your employment
with KFC. In the event that a Court determines fmal and nonappealable judgemel
that you have taken without authorization or misusade secrets or confidential
information belonging to Domino's in connectiontwytour employment with KFC,
then this indemnification will be null and void aydu will refund to KFC (on an after-
tax basis) any sums previously paid to you, or aurypehalf, in connection with this
indemnification. This indemnification is also basedyour acknowledgment and
agreement that KFC may, in its sole discretiontrabithe defense in any lawsuit
against you and/or Tricon or KFC and that you walbperate with Tricon and KFC in
such defense at their sole expense.

b. KFC (Tricon) will indemnify you as provided atmlthe extent permitted in its
Articles of Incorporation and/or By-laws, in theegx you are made a party to any
action, suit or proceeding or are threatened tmbhgle a party to any action, suit or
proceeding. This indemnification does not applgng action, suit or proceeding, or
threatened action, suit, or proceeding, coveresiltpparagraph a. above.

c. Tricon will keep in place directors and officdiability insurance policy (or policies)
providing comprehensive coverage to you to the sextent as provided by Tricon for
any other present or former senior executive agadlar of Tricon



Resolution of Disputes

Legal Fees

No Mitigation/ No Offset

Notices

Nonassignability

Applicable Law

Arbitration (American Arbitration Association ("AAA in Louisville, KY, expedited
employment arbitration rules of the AAA. Expendas|uding legal fees, to be paid by
each party

We will pay up to $15,000 of your legal fees inearwith respect to the negotiation of
this offer letter. (Any amounts in excess of thigstnbe approved in advance by n

In the event of any termination of employment, yall be under no obligation to seek
other employment and there will be no offset agaansounts due you under this
Agreement on account of any remuneration attridatedbany subsequent employment
that you may obtair

All notices must be in writing. If addressed tocbm, the notice will be sent to the
Corporate Secretary at Tricon's corporate headepsaitf addressed to you, the notice
will be sent to your last known addre

Neither you nor Tricon and/or KFC may assign tigaits and/or obligations under ti
Agreement without the other party's written cons

The State of Kentucky [without regard to its cart8iof laws].

Please see the enclosed program overview for méwamation. Feel free to contact Jack LeVier, SreEtor, People Services at (502) 874-
2794 to discuss this and other compensation qumsstio

This offer of employment is contingent upon youceessfully meeting Tricon employment eligibilitygtérements, which include a
background check and establishment of your statwsther a United States Citizen or an authorizieth avorker prior to the commencement
of your employment. By your acceptance of thispff®u acknowledge and agree that your employméhba employment at-will and not
for a specified duration, that either you or Triaam end your employment and compensation, withitrout cause, with or without notice,
any time in accordance with the terms of this tefidease acknowledge acceptance of this offeignirg) the space provided and returning
the enclosed copy of this letter to me at your emmence.

We are looking forward to working with you and amnfident you will add significant value to our don team.

Sincerely,

Anne P. Byerlein
KFC CPO and

Vice President Tricon Human Resources

Enclosuresl.  Copy of this lette

apr®wD

APB:sm

cc: David Novak
Gregg Dedrick
Sue Newton
Jack LeVier

Benefits Book

Stock Option Brochur

Relocation Policy

Executive Income Deferral Prospec

| accept and agree that the above accurately reflescthe terms of my employment.

Signature

Date



Exhibit 12.1

TRICON Global Restaurants, Inc.
Ratio of Earnings to Fixed Charges Years Ended @2
(in millions except ratio amounts)

52 53
Weeks  Weeks [--------- 52 Weeks

2001 2000 1999 1998 199

Ear ni ngs:
Pretax income from continuing operations before

cumulative effect of accounting changes(a) $ 733 $684 $1038 $756 $ (3
Unconsolidated affiliates' interests,

net(a) mn @3 @12 @10 (
Interest expense(a) 172 190 218 291 29
Interest portion of net rent expense(a) 93 87 90 105 11
Earnings available for fixed charges $ 991 $ 948 $1,334 $1,142 $ 37
Fi xed Charges:
Interest expense(a) $ 172 $ 190 $ 218 $ 291 $ 29
Interest portion of net rent expense(a) 93 87 20 105 11
Total fixed charges $265 $ 277 $308 $396 $ 40

Ratio of earnings to fixed
charges(b)(c) 3.74x  3.42x 4.33x 2.88x 0.91

A. Included in earnings for 1997 are certain allan@d related to overhead costs and interest exgemsePepsiCo. For purposes of these
ratios, earnings are calculated by adding to (sshtrg 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 198/that portion of rental expense that approximatesest.

B. Included the impact of unusual items (income)esge of $(3) million in 2001, $204 million in 206851 million in 1999, $15 million
in 1998, and $184 million in 1997. Excluding thepmet of these unusual items, the ratio of earniodixed charges would have been
3.73x, 4.16x, 4.49x, 2.92x, and 1.36x for the fiseamrs ended 2001, 2000, 1999, 1998, and 199Fectsely.

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



Name of Subsidiary

28435196 Quebec, In

3018538 Nova Scotia Compa
3019392 Nova Scotia Compa
3026183 Nova Scotia Compa
354881 Alberta, Inc

A&M Food Services, Inc

ACN 085 239 961 (SA1

ACN 085 239 998 (SAZ
American Restaurant Services Sp. z
American Restaurants Sp. z ¢
Amit, Ltd.

Amrest Holdings N.V

Anglian Fast Foods Limite
Ashton Fried Chicken Pty. Lt
Beijing Pizza Co., Ltd

Bell Taco Pty. Ltd

Big Sur Restaurants, In

Birdland (Taiwan) Limitec
Birdland Nata Co., Ltc

Blue Ridge Pizza Hut, In
Buckeye PH, Inc

Calny of Texas, Inc

Calny, Inc.

Changsha KFC Co., Lt
Cheeroffer Limitec

Chesapeake Bay Pizza Hut, |
Chia Ta-KFC Investment Co. Ltc
Chongging KFC Co., Ltc
Colonel's Realty, Inc

D H Gorman (Leicester) Limite
D&E Foodservice, Inc

Dairyland Pizza Hut, Inc

Dalian Kentucky Foodhall Co., Lt
Dalian Kentucky Fried Chicken Co., Lt
Dedman and Rose Caterers Limi
Delta Creator Sp. Z o.i

Domicile Pizza S.N.C

Dongguan KFC Co., Ltc

El KrAm, Inc.

Erin Investment Cory

SUBSIDIARIES OF TRICON
AS OF DECEMBER 29, 2001

State or
Country of
Incorporation

Canade

Canade

Canade

Canade

Canade

Nevada
Australia
Australia
Poland

Poland

Hong Kong
Netherland:s
United Kingdom
Australia

China

Australia
Delaware
Taiwan

Taiwan

Virginia

Ohio

Texas
Delaware
China

United Kingdom
Maryland

Hong Kong
China

Canade

United Kingdom
South Carolin:
Wisconsin
China

China

United Kingdom
Poland

France

China

lowa
Pennsylvani:

Exhibit 21.1



Finger Lickin' Chicken Limitec
FTB, Inc.

Fuzhou KFC Co., Ltc

G Judd and Rose Caterers Limi
Gittins and Rose Caterers Limit
Glenharney Insurance Compe
Global Restaurants, Ir
Glouscester Properties Pty. L

Guangdong KFC Co., Ltd. (a.k.a. Guangzhou KFC 0Owd.)

Hangzhou KFC Co., Ltc

Hoosier Pizza Hut Cc

International Fast Food Polska Sp. z
Kempton International Limite

Kentucky Fried Chicken (Germany) Rest. Holding Gn

Kentucky Fried Chicken (Great Britain) Limit
Kentucky Fried Chicken Advertisir

Kentucky Fried Chicken Beijing Co., L
Kentucky Fried Chicken Corporate Holdings, L
Kentucky Fried Chicken Corporatic

Kentucky Fried Chicken de Mexico, S.A. de C
Kentucky Fried Chicken Espana, S

Kentucky Fried Chicken Global B

Kentucky Fried Chicken Global Il B'
Kentucky Fried Chicken International Corporat
Kentucky Fried Chicken International Holdings, |
Kentucky Fried Chicken Japan Li

Kentucky Fried Chicken Limite

Kentucky Fried Chicken Management Pte. |
Kentucky Fried Chicken of California, In
Kentucky Fried Chicken Pty. Lt

Kentucky Fried Chicken Singapore Holdings Pte |
Kentucky Fried Chicken Worldwide B
Kentucky S.R.L

KFC Corporatior

KFC Development Company (Thailand) Limit
KFC Enterprises, Inc

KFC France SA!

KFC Germany, Inc

KFC Holdings BV

KFC Ireland Limitec

KFC National Management Compa

KFC Netherlands, Inc

KFC of America, Inc

KFC Pension Trust Co. Lt

KFC Poland Holding B.V

KFC Productos Alimenticious C./

KFC San Juan, In

KFC Services, Ltd

KFC USA, Inc.

KFCC/Tricon Holding Ltd.

Kunming KFC Co., Ltd

Lake Michigan Management Co., Ir

Lanzhou KFC Co., Ltc

Lee Huts, Inc

Lookchief Limited

Middleton Enterprises, In:

United Kingdom
Florida

China

United Kingdom
United Kingdom
Vermont
Mauritius
Australia

China

China

Indiana

Poland

British Virgin Islands
Germany
United Kingdom
United Kingdom
China
Delaware
Delaware
Mexico

Spain
Netherland:s
Netherland:s
Delaware
Delaware
Japar

United Kingdom
Singapore
Delaware
Australia
Singapore
Netherland:s
Spain

Delaware
Thailand
Delaware
France
Delaware
Netherland:s
Ireland
Delaware
Delaware
California
United Kingdom
Netherland:s
Venezuele
Delaware
United Kingdom
Delaware
Canade

China
Wisconsin
China

Florida

United Kingdom
Missouri



Mountaineer Pizza Hut, In
NanChang KFC Co., Lt
Nanjing KFC Co., Ltd

Nanning KFC Co., Ltd

Nero's Holdings Pty. Ltc

Nero's Pizza Pty. Ltc

Newcastle Fried Chicken Pty. Lt
Norfolk Fast Foods Lt
Northside Fried Chicken Pty. Lt
Odyssey Investments, Lt
OLCO S.N.C.

Omnis Investment Pte L

Omnis Investment Pte L
One-O-Nine Company

Oriole Pizza Hut, Inc

Parr and Rose Caterers Limit
PCNZ INVESTMENTS LIMITED
PCNZ LIMITED

PepsiCo Eurasia Limite

PHM de Mexico S.A. de C.\

PHP De Mexico Inmobiliaria, S.A. de C.

Pizza France S.N.(

Pizza Hut (Thai) Limitec

Pizza Hut (U.K.) Limitec

Pizza Hut Australia Finance Pty. Li
Pizza Hut Del Distrito, S.A. de C.\
Pizza Hut Distributors Pty. Lt
Pizza Hut G.m.b.H

Pizza Hut Holdings Gmbl

Pizza Hut International (UK) Ltc
Pizza Hut International, LL¢

Pizza Hut Korea Co., Lt

Pizza Hut Mexicana, S.A. de C.
Pizza Hut of Allegany County, In
Pizza Hut of America, Inc

Pizza Hut of Charles County, Ir
Pizza Hut of Florida, Inc

Pizza Hut of Frederick County, In
Pizza Hut of Louisiana, In

Pizza Hut of North America, In
Pizza Hut of Northern Louisiana, Ir
Pizza Hut of Oregon, In

Pizza Hut of Puerto Rico, In

Pizza Hut of St. Louis, Inc

Pizza Hut of St. Mary's County, In
Pizza Hut of Titusville, Inc

Pizza Hut of Washington County, Ir
Pizza Hut Properties, Pty, Lt

Pizza Hut Restaurant Systems Pty. |
Pizza Hut Services Limite

Pizza Hut Singapore Pte. Li

Pizza Hut Special Delivery Australia Pty, L

Pizza Hut UK Pension Trust Limite
Pizza Hut Victoria Pty. Ltc

Pizza Hut West, Inc

Pizza Hut, Inc

West Virginia
China

China

China

Australia
Australia
Australia
United Kingdom
Australia
Florida

France
Singapore
Singapore
Missouri
Maryland
United Kingdom
Mauritius
Mauritius
Delaware
Mexico

Mexico

France
Thailand

United Kingdom
Australia
Mexico
Australia
Germany
Germany
United Kingdom
Delaware
Korea

Mexico
Maryland
Delaware
Maryland
Florida
Maryland
Louisiana
Texas
Louisiana
Oregon
Delaware
Missouri
Maryland
Florida
Maryland
Australia
Australia
United Kingdom
Singapore
Delaware
United Kingdom
Australia
California
California



Pizza Hut, Ltd

Pizza Huts of Cincinnati, In

Pizza Huts of Las Vegas, Ir

Pizza Huts of the Northwest, Ir
Pizza Restaurant Realty, Ir
Potomac Pizza Hut, In

Priszm Brandz LF

Priszm Brandz, Inc

Qingdao Kentucky Fried Chicken Co., L
Quick Service Restaurants /

Red Raider Pizza Compa
Restaurant Holdings Limite
Restaurantes Internacionales Limitada de C
Roberts Restaurants Limit

Romet Corp

Salsa Rio Grill, Inc

SCI Argo

SCI Durantor

Semoran Management Corporat
Semoran Pizza Huts of Southwest Georgia,
Semoran Pizza Huts, In

SEPSA S.N.C

Servicios Administrativos R.P.I. S.A. de C.
Servicios Operativos RPI, S.A. de C
Shanghai Kentucky Fried Chicken Co., L
Shanghai Pizza Hut Co., Lt
Shantou KFC Co., Ltc

Shenzhen KFC Ltc

Single Tree Corporatio

Southern Fast Foods Limitt
Southern Tier Pizza Hut, In

Spizza 30 Nord S.N.(

Spizza 30 SA¢

Suffolk Fast Foods Lt

Supreme Pizza, In

Suzhou KFC Co., Ltc

Taco Amigo Australi

Taco Bell Advertising, Inc

Taco Bell Corp

Taco Bell of America, Inc

Taco Bell Pty. Ltd

Taco Caliente, Inc

Taco Del Sur, Inc

Taco Enterprises, In

TaiYuan KFC Co., Ltd

TB Holdings

TBLD Corp.

TCL, Inc.

Tenga Taco, Inc

TGRI-Relo, Inc.

THC I Limited

THC Il Limited

THC Il Limited

Tianjin KFC Co., Ltd.

TJINS (Thailand) Limitec

TRI Australia Equipment Pty Ltc

Texas
Indiana
Nevada
Minnesota
Delaware
Maryland
Canade
Canade
China
Czech
Delaware
United Kingdom
Chile
United Kingdom
Pennsylvani:
California
France
France
Florida
Florida
Florida
France
Mexico
Mexico
China
China
China
China
Missouri
United Kingdom
New York
France
France
United Kingdom
Missouri
China
Delaware
California
California
Delaware
Australia
Arizona
Georgia
Michigan
China
California
California
Delaware
Florida
Texas
Malta
Malta
Malta
China
Thailand
Australia



TRI Restaurants (Southern Africa) (Pty) L
Tricon (China) Investment Co., Lt

Tricon (Shanghai) Consulting Co., Li
Tricon Australia Finance Pty. Lt

Tricon Australia Investments Pty. Lt
Tricon Australia Superannuation Fu
Tricon Aviation Services, Inc

Tricon Canada Management Holding, |
Tricon Canada Management L

Tricon Capital Pty. Ltd

Tricon Chengdu Co., Ltc

Tricon do Brazil Ltde

Tricon Express Restaurants, I

Tricon Franchise (Canada) L.

TRICON Global Restaurants (Canada), |
TRICON Global Restaurants, S.A. de C
Tricon Holdings (Australia) Pty. Ltc
Tricon International Participations, S.a.
Tricon Logistic Co., Ltd

Tricon Procurement Corporatic

Tricon Procurement Holding Corporati
Tricon Procurement Services, L

Tricon Restaurant Services Group, |
Tricon Restaurants (Hong Kong) L
Tricon Restaurants (India) Pvt. Li

Tricon Restaurants (Taiwan) Co., L
Tricon Restaurants (Thailand) Co., L
Tricon Restaurants Asia Development Private Lim
Tricon Restaurants Australia Pty. L
Tricon Restaurants Germany Gm

Tricon Restaurants International (PR), |
Tricon Restaurants International E

Tricon Restaurants International Limited (U
Tricon Restaurants International Ltd. & Co. |
Tricon Restaurants International, I
Tricon Restaurants International, L
Tricon Restaurants Marketing Private Limit
Tricon Restaurants Netherlands Limi
Tricon Restaurants New Zealand |
Tricon Restaurants Puerto Rico, |

Tricon Restaurants UK Lt

Tricon Services Limite:

Tricon Shenyang Co., Lt

Tricon Wuhan Co., Ltc

Tri-L Pizza Huts, Inc

U.S. Food S.N.C

Upper Midwest Pizza Hut, In

Valagu SA

Valleythorn Limited

West End Restaurants (Holdings) Limit
West End Restaurants (Investments) Lim
West End Restaurants Limit

Wuxi KFC Co., Ltd.

Xiamen- KFC Co., Ltd.

YGC, Inc.

Yumsop Pty. Ltd

South Africa
China

China

Australia
Australia
Australia
Delaware
Canade

Canade
Australia

China

Brazil

Delaware
Canade

Canade

Mexico
Australia
Luxembourg
China
Delaware
Delaware
Delaware
Delaware

Hong Kong
India

Taiwan
Thailand
Singapore
Australia
Germany
Cayman Island
Netherland:
United Kingdom
Germany
Delaware
Cayman Island
India

United Kingdom
New Zealanc
Delaware
United Kingdom
Cayman Island
China

China
Pennsylvani:
France
Delaware

Spain

United Kingdom
United Kingdom
United Kingdom
United Kingdom
China

China

Arizona
Australia



ZhengZhou KFC Co., Ltc

China

Consent of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

Exhibit 23.1

We consent to incorporation by reference in théstegfion statements listed below of our reporeddtebruary 7, 2002, except as to Note 12
which is as of February 22, 2002, relating to thesolidated balance sheets of TRICON Global Reatasy Inc. and Subsidiaries as of
December 29, 2001 and December 30, 2000, and ltedeconsolidated statements of income, cash fiovdsshareholders' equity (deficit)
and comprehensive income for each of the yeatsairtiree-year period ended December 29, 2001, whjmbrt appears in the December 29,

2001 annual report on Form 10-K of TRICON GlobakRerants, Inc.:

Description

Form S-3
TRICON Global Restaurants, Inc. YUM Dire

Form S-3/A
$2,000,000 Debt Securitit

Form S-8

Restaurant Deferred Compensation F

TRICON Lon¢-Term Savings Progra

TRICON Lon¢-Term Incentive Pla

Executive Income Deferral Progre

SharePower Stock Option PI

Tricon Restaurants Puerto Rico, Inc. S-Up Plan

Tricon Global Restaurants, Inc. Restaurant Gemdealager
Stock Option Pla

Tricon Global Restaurants, Inc. Long Term InceniNan

/sl KPMG LLP
Louisville, Kentucky
March 7, 2002

Reqistration Statement Number

332-46242

332-42969

33:-36877, 33-32050
332-36893, 33-32048
332-36895, 33-85073, 33-32046
33E-36955

332-36961

33:-85069

33z-64547
33:-32052
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