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PART | - FINANCIAL INFORMATION

Item 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)

YUM! BRANDS , INC. AND SUBSIDIARIES
(in millions, except per share data)

Revenues

Company sale

Franchise and license fees and income
Total revenues

Costs and Expenses, N
Company restauran
Food and pape
Payroll and employee benef
Occupancy and other operating expenses
Company restaurant expen:
General and administrative expen
Franchise and license expen
Closures and impairment (income) exper
Refranchising (gain) los
Other (income) expense
Total costs and expenses, net
Operating Profit
Interest expense, net
Income Before Income Taxe:
Income tax provision
Net Income- including noncontrolling intere:
Net Income— noncontrolling interest
Net Income- YUM! Brands, Inc.

Basic Earnings Per Common Shar:
Diluted Earnings Per Common Share

Dividends Declared Per Common Shar

Quarter Year to date

6/12/10 6/13/09 6/12/10 6/13/09

$ 2,22( $ 2,152 $ 4,21¢ $ 4,07(
354 324 702 622

2,57¢ 2,47¢ 4,91¢ 4,69:

69¢ 692 1,32¢ 1,30¢

508 50¢& 964 962

652 63C 1,222 1,172

1,85¢ 1,82¢ 3,51( 3,43¢

282 281 52¢ 53¢

24 25 47 45

12 22 16 26
(10) 1 53 (13
(10) (75) (20) (84)

2,152 2,082 4,13¢ 3,94¢

421 394 78t 74E

42 43 83 96

37¢ 351 70z 64¢

90 45 16€ 124

28¢ 30¢€ 534 52E

3 3 7 4
$ 28€ $ 303 $ 527 $ 521
$ 0.61 $ 0.6E $ 1.11 $ 1.11
$ 0.5¢ $ 0.6: $ 1.0¢ $ 1.0¢
$ 0.21 $ 0.3¢ $ 0.4z $ 0.3¢

See accompanying Notes to Condensed Consolidateddial Statement




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited )

YUM! BRANDS, INC. AND SUBSIDIARIES
(in millions)

Cash Flows- Operating Activities

Net Income- including noncontrolling intere:

Depreciation and amortizatic

Closures animpairment(income) expense

Refranchising (gain) los

Contributions to defined benefit pension pl:

Gain upon consolidation of a former unconsolidat#iiiate in China
Deferred income taxe

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

Changes in accounts and notes receiv

Changes in inventorie

Changes in prepaid expenses and other currens.
Changes in accounts payable and other currenlitie®
Changes in income taxes paya

Other, net

Net Cash Provided by Operating Activities

Cash Flows- Investing Activities

Capital spendin

Proceeds from refranchising of restaur:
Acquisition of restaurants from franchise
Acquisitions and investmen

Sales of property, plant and equipm
Other, net

Net Cash Used in Investing Activities

Cash Flows- Financing Activities
Repayments of lor-term debi
Revolving credit facilities, three months or lesst
Shor-term borrowings by original maturi
More than three montl- proceed:
More than three montl- payments
Three months or less, r
Repurchase shares of Common St
Excess tax benefits from sh-based compensatic
Employee stock option procee
Dividends paid on Common Sto
Other, ne:
Net Cash Used in Financing Activities
Effect of Exchange Rates on Cash and Cash Equivalesr
Net Increase in Cash and Cash Equivalent
Change in Cash and Cash Equivalents due to consddition of an entity in China
Cash and Cash Equivalent- Beginning of Period
Cash and Cash Equivalent- End of Period

Year to date

6/12/10 6/13/09

534 $ 52t
25€ 24¢
16 26
53 13
(19 (92
— (69)
(78) (29)
(20) (17)
8 8
(23) 43
24 26
28 @
19 15
2 (18)
29 (140)
54 15
(12) 56
832 49E
(327) (342)
83 63
7 (22)
— (56)
13 8
(6) (0
(23¢ (356)
(8 (149
(5) 10¢
3 4
(247) —
23 43
44 77
(197) (178)
19 5
(@12 (82
(5 (6)
177 51
— 17
352 21¢
53C $ 284

See accompanying Notes to Condensed Consolidateddtal Statements.




CONDENSED CONSOLIDATED BALANCE SHEETS
YUM! BRANDS, INC. AND SUBSIDIARIES
(in millions)

ASSETS

Current Assets

Cash and cash equivalel

Accounts and notes receivable,

Inventories

Prepaid expenses and other current a:

Deferred income taxe

Advertising cooperative assets, restric
Total Current Assets

Property, plant and equipment, |
Goodwill

Intangible assets, n

Investments in unconsolidated affilia
Other asset

Deferred income taxe

Total Assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Accounts payable and other current liabilii
Income taxes payab
Shor-term borrowings
Advertising cooperative liabilitie

Total Current Liabilities

Long-term deb
Other liabilities and deferred cred
Total Liabilities

Shareholders Equity

Common Stock, no par value, 750 shares authorif&tishares and 469 shares

issued in 2010 and 2009, respectiv
Retained earning
Accumulated other comprehensive income (li

Total Shareholders Equity — YUM! Brands, Inc.
Noncontrolling interes

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

(Unaudited)

6/12/10 12/26/09
53C 35:
26( 23¢
13¢ 122
34C 314
107 81

89 99
1,46¢ 1,20¢
3,69/ 3,89¢

612 64C
444 462
132 144
52¢ 544
26¢ 251
7,14¢ 7,14¢
1,33¢ 1,41:
69 82
717 59

89 99
2,218 1,65%
2,51¢ 3,201
1,18¢ 1,174
5,91¢ 6,03«

87 25¢
1,32t 99¢
(263 (229
1,14¢ 1,02¢

77 89
1,22¢ 1,114
7,14¢ 7,14¢

See accompanying Notes to Condensed Consolidateddial Statement




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

Note 1- Financial Statement Presentatior

We have prepared our accompanying unaudited Coaddbsnsolidated Financial Statements (“Financiate®tents”)jn accordance with tt
rules and regulations of the Securities and Exchagmmission (“SEC”Jor interim financial information. Accordingly, &y do not includ
all of the information and footnotes required byn@mally Accepted Accounting Principles (“GAAP”) ihe United States (“U.S.™jor
complete financial statements. Therefore, we ssigipat the accompanying Financial Statements i ireconjunction with the Consolida
Financial Statements and Notes thereto includediimrannual report on Form 10-K for the fiscal yeaded December 26, 2002009 Forn
10-K”). Except as disclosed herein, there has been noialateange in the information disclosed in the MSdie our Consolidated Financ
Statements included in the 2009 Form 10-K.

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

YUM'’s business consists of three reporting segmeWtdM Restaurants China (“China Division”), YUM R&aurants International (“YRI6r
“International Division”) and United States. Théi@a Division includes mainland China (“Chinadpd YRI includes the remainder of
international operations.

At the beginning of 2010 we began reporting infatiorafor our Thailand and KFC Taiwan businessesiwibur International Division as
result of changes to our management reporting tsire.c These businesses now report to the PresmfeMRI, whereas previously th
reported to the President of the China Divisionhil/this reporting change did not impact our cdidsded results, segment information
previous periods has been restated to be consistéimtthe current period presentation throughow Einancial Statements and Nc
thereto. For the quarter and year to date endeel I8, 2009 this restatement resulted in a decirgSempany sales of $64 million and $.
million, respectively, for the China Division. Ftite quarter and year to date ended June 13, 2fi@Festatement resulted in an insignific
impact on and a decrease to operating profit ofmfiBon, respectively, for the China Division. Arignpact of the restatement on the CI
Division reported figures was offset by the impiacthe International Division reported figures.

Our fiscal year ends on the last Saturday in Deegrahd, as a result, a B3veek is added every five or six years. The finse¢ quarters
each fiscal year consist of 12 weeks and the fogutrter consists of 16 weeks in fiscal years Withveeks and 17 weeks in fiscal years
53 weeks. Our subsidiaries operate on similaafisalendars except that certain internationaligiidrses operate on a monthly calendar,
two months in the first quarter, three months i@ second and third quarters and four months irfabgh quarter. All of our internatior
businesses except China close one period or on¢ghrearlier to facilitate consolidated reporting.

As discussed in Note 4, in the quarter ended J3n20d09 we began consolidating the entity that aesrthe KFCs in Shanghai, China.
increase in cash related to the consolidation isf éntity’s cash balance ($17 million) is presented as desiime item on our Condens
Consolidated Statement of Cash Flows.

Our preparation of the accompanying Financial &tatgs in conformity with U.S. GAAP requires us taka estimates and assumptions
affect reported amounts of assets and liabiliti#sclosure of contingent assets and liabilitiethatdate of the Financial Statements, an
reported amounts of revenues and expenses duengplorting period. Actual results could diffestfr the estimates.

In our opinion, the accompanying Financial Stateismémclude all normal and recurring adjustmentssatgred necessary to present fa
when read in conjunction with our 2009 FormHKOeur financial position as of June 12, 2010, #raresults of our operations for the qua
and years to date ended June 12, 2010 and Jurg903,and cash flows for the years to date ended 1@n2010 and June 13, 2009.
results of operations and cash flows for thesaimtperiods are not necessarily indicative of thgults to be expected for the full year.




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

Note 2- Earnings Per Common Share“EPS")

Quarter ende Year to date

6/12/1( 6/13/0¢ 6/12/1( 6/13/0¢

Net Income- YUM! Brands, Inc. $ 28€ % 308 $ 527 $ 521

Weightec-average common shares outstanding (for basic edilcn) 473 47C 474 46¢

Effect of dilutive shar-based employee compensat 12 13 11 13
Weighted-average common and dilutive potential comishares B

outstanding (for diluted calculatio 48 48¢ 48t 481

Basic EPS $ 061 $ 0.6t $ 1.11 $ 1.11

Diluted EPS $ 05¢ % 0.6 $ 1.0¢ $ 1.0¢

Unexercised employee stock options and stock ajgti@t rights (in
millions) excluded from the diluted EPS computai(® 0.8 13.¢ 4.7 14.€

(@) These unexercised employee stock options and sfmgieciation rights were not included in the corapiah of diluted EPS because
do so would have been antidilutive for the periptssented

Note 3- Shareholders Equity

Under the authority of our Board of Directors, vepurchased shares of our Common Stock during thetgedate ended June 12, 201(
indicated below. All amounts exclude applicabémtaction fees. We had no share repurchases yedneo date ended June 13, 2009.

Remaining Dollar Value of

Shares Repurchased  Dollar Value of Shares Shares that may be
(thousands) Repurchased Repurchased
Authorization
Authorization Date Expiration Date 2010 2010 2010
September 200 September 201 6,84¢ $ 252 $ 48
March 201C March 2011 — — 300
Total 6,84¢ $ 252 (@ $ 348

(@ Amount includes the effect of $5 million in shaepurchases (0.1 million shares) with trade datés po June 12, 2010 but w
settlement dates subsequent to June 12, :




Comprehensive income was as follows:

Quarter ende Year to date

6/12/10 6/13/09 6/12/10 6/13/09

Net Income- YUM! Brands, Inc. $ 28€ $ 30¢ $ 527 $ 521

Foreign currency translation adjustm (16) 73 47 65

Changes in fair value of derivatives, net of 10 12 34 1

Reclassification of derivative (gains) losses ta Meome, net of ta 13 12 (35 7
Reclassification of pension actuarial losses tolNedtme,

net of tax 5 3 9 5

Total comprehensive incon $ 27z $ 3¢ $ 488 $§  59¢

A reconciliation of the beginning and ending camgyamount of the equity attributable to nonconinngllinterests is as follows:

Noncontrolling interest as of December 26, 2 $ 89
Net Income- noncontrolling interes 7
Dividends declare (19
Noncontrolling interest as of June 12, 2( $ 7

Note 4- Items Affecting Comparability of Net Income and Caé Flows

U.S. Business Transformation

As part of our plan to transform our U.S. business took several measures in 2010 and 20G8e('U.S. business transformat
measures”). These measures include: expansionuofUoS. refranchising; charges relating to Genema#l Administrative (“G&A)
productivity initiatives and realignment of resoesqprimarily severance and early retirement cpats] investments in our U.S. Brands n
on behalf of our franchisees such as equipmenhpses.

In the quarter and year to date ended June 12, 204 @ecorded a pre-tax refranchising gain of $bigniand a pretax refranchising loss
$51 million, respectively, in the U.S. In the giesrand year to date ended June 13, 2009, we matqgnebtax gains of $1 million and $.
million, respectively, from refranchising in the3J. The loss recorded in the year to date endeel I2n2010 is the net result of gains fron
restaurants sold and naash impairment charges related to our offers fimmehise restaurants in the U.S. in the quarteleérMarch 2(
2010, principally a substantial portion of our Canp operated KFC restaurants. See the FacilitipAstsection for further detail.

In connection with our G&A productivity initiativeand realignment of resources we recordedtgxecharges of $2 million and $5 million
the quarters ended June 12, 2010 and June 13, 2&Q@ctively, and prax charges of $5 million and $9 million in the y&#o date ends
June 12, 2010 and June 13, 2009, respectively.upaid current liability for the severance portafrthese charges was $3 million as of .
12, 2010. Severance payments in the quarter amd tpedate ended June 12, 2010 totaled approxiyn&2lmillion and $4 millior
respectively.

Additionally, the Company recognized a reductionFtanchise and license fees and income of $4 miliind $31 million preax, in the
quarter and year to date ended June 13, 2009, ctesgg, related to investments in our U.S. Brand&iese investments reflect
reimbursements to KFC franchisees for installatioats of ovens for the national launch of Kentu€jiled Chicken. The reimburseme
were recorded as a reduction to franchise anddiedees and income as we would not have providedeimbursements absent the ong
franchise relationship.




We are not including the impacts of these U.S.rmss transformation measures in our U.S. segmepefformance reporting purposes as
do not believe they are indicative of our ongoipgm@tions. Additionally , we are not including ttiepreciation reduction of $3 million 1
the quarter ended June 12, 2010 arising from tipaimment of the KFCs offered for sale in the quagteded March 20, 2010 within our U
segment for performance reporting purposes. Ratherare recording such reduction as a credit witimallocated Occupancy and of
operating expenses resulting in depreciation expémsthese restaurants continuing to be recomdatlé U.S. segment at the rate at whi
was prior to the impairment charge being recorded.

Consolidation of a Former Unconsolidated AffilizmeChina

On May 4, 2009 we acquired an additional 7% owriprshthe entity that operates more than 200 KRCShanghai, China for $12 millic
increasing our ownership to 58%. The acquisitiaswriven by our desire to increase our managegwiitol over the entity and furtt
integrate the business with the remainder of ou€Kiperations in China. Prior to our acquisitiontltié additional interest this entity w
accounted for as an unconsolidated affiliate uriderequity method of accounting due to the effecparticipation of our partners in -
significant decisions of the entity that were mau¢he ordinary course of business. Concurrenk wite acquisition we received additic
rights in the governance of the entity, and thusbagan consolidating the entity upon acquisitigs. required by GAAP, we remeasured
previously held 51% ownership in the entity, whidd a recorded value of $17 million at the dataanfuisition, at fair value and recognize
gain of $68 million accordingly. This gain, whichsulted in no related income tax expense, wagdedan Other (income) expense on
Condensed Consolidated Statements of Income dthimguarter ended June 13, 2009 and was not a@lbt¢atany segment for performa
reporting purposes.

Under the equity method of accounting, we previpusported our 51% share of the net income of theonsolidated affiliate (after inten
expense and income taxes) as Other (income) expetise Condensed Consolidated Statements of Incaife also recorded a franchise
for the royalty received from the stores owned ly inconsolidated affiliate. From the date of tbguésition we have reported the result
operations for the entity in the appropriate litearis of our Condensed Consolidated Statementscofria. We no longer recorded franc|
fee income for these restaurants nor did we rePtiner (income) expense as we did under the equéthod of accounting. Net incol
attributable to our partner’'s ownership percentagecorded in Net Incomenrencontrolling interest. For the quarter and yteadate ende
June 12, 2010 the consolidation of the existingargsnts upon acquisition increased Company sale$46 million and $98 millior
respectively, and decreased Franchise and liceeseaind income by $3 million and $6 million, resgivety. For the quarter and year to ¢
ended June 12, 2010, the consolidation of the iegisestaurants upon acquisition increased Opegra&ifit by $1 million and $3 milliol
respectively.

The pro forma impact on our results of operatidnthé acquisition had been completed as of thenmigg of 2009 would not have be
significant.




Facility Actions

Refranchising (gain) loss, Store closure (inconmsi€and Store impairment charges by reportabimeegare as follows:

Quarter ended June 12, 2C

China
Division YRI U.S. Worldwide
Refranchising (gain) los@ $ 4) $ ) $ 5 $ (10)
Store closure (income) cos® $ — $ 1) $ — $ 1)
Store impairment chargt 5 2 6 13
Closure and impairment (income) exper $ S $ 1 $ 6 $ 12
Quarter ended June 13, 2C
China
Division YRI U.S. Worldwide
Refranchising (gain) los@ $  — $ 2 $ @) $ 1
Store closure (income) cos@ $ (1) $ — $ 2 $ 1
Store impairment chargt 4 5 12 21
Closure and impairment (income) exper $ 3 $ 5 $ 14 $ 22
Year to date ended June 12, 2(
China
Division YRI U.S. Worldwide
Refranchising (gain) los@(®)©) $ 4) $ 6 $ 51 $ 53
Store closure (income) cos® $ — $ (1) $ 1 $ —
Store impairment chargt 5 4 7 16
Closure and impairment (income) exper $ 5 $ 3 $ 8 $ 16
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Year to date ended June 13, 2(

China
Division YRI U.S. Worldwide
Refranchising (gain) los@ $ — $ 2 $ (15) $ (13
Store closure (income) cos@ $ — $ 1 $ 3 $ 4
Store impairment chargt 4 5 13 22
Closure and impairment (income) exper $ 4 $ 6 $ 16 $ 26
(@) Refranchising (gain) loss is not allocated to segér performance reporting purpos

(b)

(©

During the quarter ended March 20, 2010 we refresechall of our remaining company restaurants iiwa@a, which consisted of 1,
KFCs. We included in our financial statements a-cash write off of $7 million of goodwill in determing the loss on refranchising
Taiwan. The amount of goodwill writeff was based on the relative fair values of thavlia business disposed of and the portion ¢
business that was retained. The fair value obtsiness disposed of was determined by referenteetdiscounted value of the fut
cash flows expected to be generated by the restizuead retained by the franchisee, which includéeduction for the anticipat
royalties the franchisee will pay the Company asded with the franchise agreement entered intwoimection with this refranchisi
transaction. The fair value of the Taiwan businexsined consists of expected, net cash flows tadréved from royalties fro
franchisees, including the royalties associatedh withie franchise agreement entered into connectigth whis refranchisin
transaction. We believe the terms of the franchigeement entered into in connection with the &aiwefranchising are substantii
consistent with market. The remaining carrying uealof goodwill related to our Taiwan business of0 $3illion, after th
aforementioned wri-off, was determined not to be impaired as thevaiue of the Taiwan reporting unit exceeds itsydiag amount

U.S. refranchising loss for the year to datelesl June 12, 2010 is the net result of gains frdnrestaurants sold and noast
impairment charges related to our offers to refnése restaurants in the U.S. During the quarteiedrMarch 20, 2010 we offerec
refranchise a substantial portion of our Compamgrated KFCs in the U.S. While we do not yet baithis restaurant group meets
criteria to be classified as held for sale, we dimhsistent with our historical policy, review thestaurant group for impairment &
result of our offer to refranchise. We determinkdt the carrying value of the restaurant group natsrecoverable based upon
estimate of expected refranchising proceeds andirfpplperiod cash flows anticipated while we congiria operate the restaurant:
company units. Accordingly, we wrote this restatigroup down to our estimate of its fair valuejethis based on the sales price
would expect to receive from a franchisee for th&aurant group. This fair value determinationsadered current market conditio
real-estate values, trends in the KBGS. business, prices for similar transactionshim restaurant industry and preliminary offers
the restaurant group to date and resulted in acash-write down of the restaurantsirrying value totaling $73 million. No furtt
impairment was recorded in the quarter ended JAn2d10 as we believe the current carrying valuthefrestaurants, adjusted for
write down described in the previous sentencegésverable at June 12, 2010. We continued to digeethe prempairment charg
carrying value of these restaurants through thetguanded March 20, 2010 and in the quarter eddeg 12, 2010 continued
depreciate the post-impairment charge carryingezale will continue to depreciate the poapairment charge carrying value go
forward until the date we believe the held for saleeria for the restaurant group are met. Addidlly, we will continue to review tl
restaurant group for any further necessary impaitm&he $73 million write down does not includeyaallocation of the KF
reporting unit goodwill in the restaurant grouprgarg value. This additional notash write down would be recorded, consistent
our historical policy, if the restaurant group miéitely meets the criteria to be classified as leidsale. If the restaurant groug
ultimately sold, we will also be required to recadharge for the fair value of our guarantee tfirilease payments for leases
assign to the franchise
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(d) Store closure (income) costs include the net gaioss on sales of real estate on which we formaplgrated a Company restaurant
was closed, lease reserves established when we osagy a property under an operating lease ansegulent adjustments to th
reserves and other facil-related expenses from previously closed st¢

Assets held for sale at June 12, 2010 and Dece2heP009 total $26 million and $32 million, respeely, of U.S. property, plant a
equipment and are included in Prepaid expensestied current assets on our Condensed Consoliéatiethce Sheets.

Note 5- Recently Adopted Accounting Pronouncement

In January 2010, the Financial Accounting Stand&uolsrd (“FASB”)issued new guidance and clarifications for imprguitisclosures aba
fair value measurements. This guidance requirdsmmaed disclosures regarding transfers in and buhe levels within the fair valt
hierarchy. Separate disclosures are requireddosters in and out of Level 1 and 2 fair value sue@aments, and the reasons for the trar
must be disclosed. The new disclosures and datifins of existing disclosures are effective foreiim and annual reporting peric
beginning after December 15, 2009.

In June 2009, the FASB issued guidance on tranafeisservicing of financial assets, requiring mafermation about transfers of financ
assets, eliminating the qualifying special purpeséty concept, changing the requirements for degeizing financial assets and requi
additional disclosures. The FASB also issued quiddor determining whether an entity is a variabterest entity, that modifies the meth
allowed for determining the primary beneficiaryso¥ariable interest entity, that requires ongogssessments of whether an enterprise
primary beneficiary of a variable interest entitydathat requires enhanced disclosures related tengsrprises involvement in a variak
interest entity. The adoption of this guidance wiid impact the Company’Condensed Consolidated Financial Statementhéoquarter ¢
year to date ended June 12, 2010. See Note 1&dmtitional information on an entity that operateterding program on behalf of 1
Company’s franchisees.
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Note 6- Other (Income) Expense

Quarter ende Year to date
6/12/10 6/13/09 6/12/10 6/13/09
Equity income from investments in unconsolidatddiaties $ 8 % (7 $ (200 $ a7
Gain upon consolidation of former unconsolidatéfdiate in China(® — (68) — (68)
Foreign exchange net (gain) loss and o (2) — — 1
Other (income) expen: $ (10 $ (75) % (20) $ (84)

(@) See Note 4 for further discussion of the consadlittadf a former unconsolidated affiliate in Chil

Note 7 — Supplemental Balance Sheet Information

6/12/10 12/26/09
Accounts and notes receival $ 294 $ 274
Allowance for doubtful accounts (34 (35
Accounts and notes receivable, net $ 26C $ 23¢

Accounts and notes receivable consist primarihawfounts due from franchisees and licensees, ingjutitial and continuing fees. T
financial condition of these franchisees and liemssis largely dependent upon the underlying basirteends of our concepts. T
concentration of credit risk is mitigated, in pdoy, the large number of franchisees and licenséeaah concept and the shéetm nature ¢
the franchisee and licensee fee receivables.

6/12/10 12/26/09
Property, plant and equipment, gri $ 7,081 $ 7,24
Accumulated depreciation and amortization (3,387 (3,349
Property, plant and equipment, net $ 3,69¢ $ 3,89¢
Note 8- Income Taxes
Quarter ende Year to date

6/12/10 6/13/09 6/12/10 6/13/09
Income taxe: $ 90 $ 45 $ 16€ $ 124
Effective tax rate 23.¢ % 12.€ % 24.C % 19.1%

Our second quarter and year to date 2010 and X@89iee tax rates were lower than the expected t&eral statutory rate of 35% prima
due to the majority of our income being earnedidatsf the U.S. where tax rates are generally Iavan the U.S. rate.

Our second quarter 2010 rate was higher than ibeyear primarily due to lapping certain itemsifr@009. These items include: the reve
of foreign valuation allowances associated withtaiardeferred tax assets we now believe are mketylthan not to be utilized on future
returns; a ong¢ime $68 million gain recognized upon our acquisitdf additional interest in, and consolidationtbg entity that operates
KFCs in Shanghai, China, which resulted in no esladbx expense; and adjustments to reserves iirtdoreign jurisdictions and prior ye
foreign tax credit balances.

Year to date, our effective tax rate was highenttiee prior year due to lapping 2009 items, as rilesd above. This was partially offset
the favorable impact of foreign and U.S. tax eSeatributable to ongoing foreign operations, idahg a recent foreign law change.
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On June 23, 2010, the Company received a ReveneatReport (“RAR”) from the Internal Revenue Seevithe “IRS”)relating to it
examination of our U.S. federal income tax retuorsfiscal years 2004 through 2006. The RAR inelsich proposed adjustment relate
buy-in payments in connection with the sale of ownerstghts of trademarks and systems between Yuntartdin foreign subsidiaries. T
proposed adjustment would result in additional téexancome of approximately $2 billion for theseay® and approximately $700 million
additional taxes plus net interest to date of axiprately $140 million. Furthermore, if the IRS padls it is likely to make similar claims f
years subsequent to fiscal 2006. The potentiaitiadd! taxes for these later years, through 2@@®nputed on a similar basis to the 2-
2006 additional taxes, would be approximately $28on plus net interest to date of approximatghb million.

We believe that the Company has properly repodgdiile income and paid taxes in accordance withicafyte laws and that the propo:
adjustment is inconsistent with applicable income laws, Treasury Regulations and relevant case & intend to defend our posit
vigorously and have filed a protest with the IR&s the final resolution of the proposed adjustmmmbains uncertain, the Company
continue to provide for its position in this matbersed on the tax benefit that we believe is thgeltamount that is more likely than not to
realized upon settlement of this issue. Therelmmo assurance that payments due upon final tesolaf this issue will not exceed ¢
currently recorded reserve and such payments dwud a material adverse effect on our financialtjpps Additionally, if increases to o
reserves are deemed necessary due to future deveridp related to this issue, such increases caud b material, adverse effect on
results of operations as they are recorded. Thapaay does not expect resolution of this mattehiwitwelve months and cannot pre:
with certainty the timing of such resolution.
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Note 9- Reportable Operating Segment:

We identify our operating segments based on managerasponsibility. The China Division includesintand China and YRI includes t
remainder of our international operations. SeeeNbtregarding a 2010 change in segments impadied_hina Division and YRI. In tl
U.S., we consider LJS and A&W to be a single opegasegment. We consider our KFC-U.S., Pizza Hi8:JUTaco Belll.S. ani
LJS/A&W-U.S. operating segments to be similar aretéfore have aggregated them into a single repertgerating segment.

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

Quarter ende Year to date
Revenues 6/12/10 6/13/09 6/12/10 6/13/09
China Division $ 887 $ 72¢ $ 1,59¢ $ 1,29%
YRI @ 693 652 1,397 1,28
U.S. 994 1,09¢ 1,927 2,14¢
Unallocated Franchise and license fees and ind®©) — (4) — (31

$ 2,57 $ 2,47¢ $ 4,91¢ $ 4,69

Quarter ende Year to date
Operating Profit 6/12/10 6/13/09 6/12/10 6/13/09
China Division@ $ 13¢ $ 10t $ 31t $ 23¢
YRI 122 10C 263 22¢€
United State: 184 16¢ 327 32¢
Unallocated Franchise and license fees and inc®(©) — 4 — (31
Unallocated Occupancy and ottc) 3 — 3 —
Unallocated and corporate expen(©® (37) 49 (70) (89)
Unallocated Other income (expen(©)(e) — 68 — 67
Unallocated Refranchising gain (104 10 (@) (59 13
Operating Profi 421 394 78t 74E
Interest expense, n (42 (43 (83 (96)
Income Before Income Tax $ 3¢ $ 351 $ 70z $  64¢

(@) Includes revenues of $247 million and $236 million the quarters ended June 12, 2010 and June(0D®, 2espectively, and $5
million and $469 million for the years to date eddeine 12, 2010 and June 13, 2009, respectivelgnfities in the United Kingdon

(b) Amount consists of reimbursements to KFC franctasiee installation costs of ovens for the natiofaminch of Kentucky Grille
Chicken (See Note 4

(c) Amounts have not been allocated to the China QinisYRI or U.S. segments for performance reporingposes

(d) Includes equity income from investments in uncoidsbéd affiliates of $8 million and $7 million fehe quarters ended June 12, 2
and June 13, 2009, respectively, and $20 milliod &&7 million for the years to date ended June 2P0 and June 13, 20!
respectively

() The quarter and year to date ended June 13, 2@0f1as a $68 million gain recognized upon our &aitjan of additional ownership i
and consolidation of, the operating entity that ewhee KFCs in Shanghai, China. See Note 4 fohéurtliscussion of this transactic
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Note 10 - Pension Benefits

We sponsor noncontributory defined benefit pengiams covering certain futime salaried and hourly U.S. employees. The migstifican
of these plans, the YUM Retirement Plan (the “Plaim funded while benefits from the other U.S. plae paid by the Company
incurred. During 2001, the plans covering our Ws&8laried employees were amended such that angeshlemployee hired or rehired
YUM after September 30, 2001 is not eligible totjggpate in those plans. We also sponsor variafindd benefit pension plans covel
certain of our non-U.S. employees, the most sigaifi of which are in the United Kingdom (“U.K."Pur plans in the U.K. have previou
been amended such that new employees are notleligibarticipate in these plans.

The components of net periodic benefit cost assetiaith our U.S. pension plans and significan¢inational pension plans are as follows:

U.S. Pension Plar International Pension Pla
Quarter ende Quarter ende
6/12/10 6/13/09 6/12/10 6/13/09
Service cos $ 6 $ 6 $ 2 $ 1
Interest cos 14 14 2 1
Expected return on plan ass (16) 149 3 2
Amortization of net los 6 3 1 1
Net periodic benefit cot $ 10 $ 9 $ 2 $ 1
U.S. Pension Plar International Pension Pla
Year to date Year to date
6/12/10 6/13/09 6/12/10 6/13/09
Service cos $ 12 $ 12 $ 3 $ 2
Interest cos 28 27 4 3
Expected return on plan ass (32 (27 (5) 3
Amortization of net los 11 6 1 1
Net periodic benefit cos $ 19 $ 18 $ 3 $ 3

We made no contributions to the Plan during the y®date ended June 12, 2010 and no contributmttee Plan are anticipated in 2010.
made contributions of $15 million to our U.K. Plash&ring the year to date ended June 12, 2010.

Note 11- Derivative Instruments

The Company is exposed to certain market riskginglao its ongoing business operations. The prynmaarket risks managed by us
derivative instruments are interest rate risk aaghdlow volatility arising from foreign currench€tuations.

We enter into interest rate swaps with the objecti/reducing our exposure to interest rate rigk lawering interest expense for a portiol
our fixedrate debt. At June 12, 2010, our interest ratevatve instruments outstanding had notional amswfit$925 million and have be
designated as fair value hedges of a portion ofdebt. The critical terms of these swaps, inclgdieset dates and floating rate indices
those of our underlying fixed-rate debt and nofeetfveness has been recorded.
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We enter into foreign currency forward contractshwthe objective of reducing our exposure to cdstv fvolatility arising from foreig
currency fluctuations associated with certain fgmecurrency denominated intercompany shem receivables and payables. The noti
amount, maturity date, and currency of these cotgrenatch those of the underlying receivables grapkes. For those foreign curre
exchange forward contracts that we have desigregezhsh flow hedges, we measure ineffectivenessimparing the cumulative change
the forward contract with the cumulative changéhia hedged item. At June 12, 2010, foreign cugrdnowvard contracts outstanding ha
total notional amount of $368 million.

The fair values of derivatives designated as heggistruments as of June 12, 2010 and Decembe&0B®, were

6/12/201C 12/26/09 Condensed Consolidated Balance Sheet Loc
Interest Rate Swaj- Asset $ 15 $ — Prepaid expenses and other current a:
Interest Rate Swaj- Asset 31 44 Other asset
Foreign Currency Forwarc- Asset 36 6 Prepaid expenses and other current a:
Foreign Currency Forwarc- Liability 4 (3) Accounts payable and other current liabilit
Total $ 78 $ 47

The unrealized gains associated with our intemst swaps that hedge the interest rate risk fartéop of our debt have been reported a
addition of $12 million and $26 million to Shortrte borrowings and longerm debt, respectively, at June 12, 2010 and asldition of $3
million to longterm debt at December 26, 2009. During the quardryear to date ended June 12, 2010, Intereshsgpnet was reduced
$8 million and $15 million, respectively, for recoged gains on these interest rate swaps. Duhniegjtiarter and year to date ended Jun
2009, Interest expense, net was reduced by $1Bmadhd $18 million, respectively for recognizedngaon these interest rate swaps.

For our foreign currency forward contracts thedeling effective portions of gains and losses wemognized into Other Comprehens
Income (“OCI") and reclassified into income from OC

Quarter ende Year to date
6/12/10 6/13/09 6/12/10 6/13/09
Gains (losses) recognized into OCI, net of $ 10 $ (12 $ 34 $ 1
Gains (losses) reclassified from Accumulated O@ income, net of ta $ 13 $ (12 $ 35 $ (7

The gains/losses reclassified from Accumulated @€l income were recognized as Other income (exg@ensour Condensed Consolide
Statement of Income, largely offsetting foreignreacy transaction losses/gains recorded when tldedeintercompany receivables
payables were adjusted for foreign currency fluwtms. Changes in fair values of the foreign coeseforwards recognized directly in «
results of operations either from ineffectivenessexclusion from effectiveness testing were indigaint in the quarters and years to «
ended June 12, 2010 and June 13, 2009.

Additionally, we had a net deferred loss of $13liomil, net of tax, as of June 12, 2010 within Acclated OCI due to treasury locks i
forward starting interest rate swaps that have loash settled, as well as outstanding foreign oggréorward contracts. The majority of t
loss arose from the settlement of forward statirtgrest rate swaps entered into prior to the issuaf our Senior Unsecured Notes du
2037, and is being reclassed into earnings thr@0@7 to interest expense. In the quarters andsyeatate ended June 12, 2010 and Jur
2009, an insignificant amount was reclassified frAscumulated OCI to Interest expense, net as dtresipreviously settled cash flc
hedges.

As a result of the use of derivative instrumentt® €ompany is exposed to risk that the countegsastiill fail to meet their contractt
obligations. To mitigate the counterparty cretikywe only enter into contracts with carefullyesged major financial institutions based u
their credit ratings and other factors, and corgtityuassess the creditworthiness of counterpartdgsiune 12, 2010, all of the counterpa
to our interest rate swaps and foreign currencydods had investment grade ratings. To date, @linterparties have performed
accordance with their contractual obligations.
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Note 12 - Fair Value Disclosures

The following table presents the fair values farsh assets and liabilities measured at fair vatua tecurring basis and the level within
fair value hierarchy in which the measurements falb transfers among the levels within the failueshierarchy occurred during the yea
date ended June 12, 2010.

Fair Value
Level 6/12/10 12/26/09
Foreign Currency Forwards, r 2 $ 32 $ 3
Interest Rate Swaps, r 2 46 44
Other Investment 1 13 13
Total $ 91 $ 60

The fair value of the Comparsg/foreign currency forwards and interest rate swapse determined based on the present value ofcteq
future cash flows considering the risks involvet;luding nonperformance risk, and using discoutdsrappropriate for the duration ba
upon observable inputs. The other investmentsudteclinvestments in mutual funds, which are usedffset fluctuations in deferr
compensation liabilities that employees have chdseimvest in phantom shares of a Stock Index Fon@ond Index Fund. The ott
investments are classified as trading securitigsthair fair value is determined based on the olpsharket prices of the respective mu
funds as of June 12, 2010 and December 26, 2009.

In the quarter and year to date ended June 12,, 204 0ecorded impairment charges of $10 million &B8@ million, respectively, to wri
down long-lived assets of certain restaurants ougs of restaurants to their estimated fair valudse longhkved assets of these restaur:
were deemed to be impaired on a held for use bdsie. fair value measurements used in these impatrravaluations were made us
significant unobservable inputs (Level 3). The $didion impairment charge in the quarter endedelJui®, 2010 was recorded in Closures
impairment (income) expenses. Of the $87 millimpairment charge recorded in the year to date 18n2010, $10 million was recordec
Closures and impairment (income) expenses and $iidmwas recorded in Refranchising (gain) loss.

In both the quarter and year to date ended Jun2Qi®, we recorded impairment charges of $10 milioClosure and impairment (incor
expenses resulting from our seamnual impairment evaluation of long lived assétmdividual restaurants that are currently beapgrate
and have not been offered for refranchising. &ybar to date ended June 12, 2010, we recordedastmimpairment charges of $77 mill
in Refranchising (gain) loss to write down the ldivggd assets of restaurant groups being offeredrdfnanchising to their estimated 1
value. The londived assets of these restaurant groups, whichistoofapproximately 650 restaurants, were deemsghired on a held f
use basis. The fair values used in our impairnemaiuations were an estimate of the sales pricesvaudd anticipate receiving from
franchisee for the restaurants groups.

At June 12, 2010 the carrying values of cash amsth eguivalents, accounts receivable and accountbfgapproximated their fair valt
because of the shaierm nature of these instruments. The fair valugobtes receivable net of allowances and leaseagitrees less subseqt
amortization approximates their carrying value.e @ompanys debt obligations, excluding capital leases, vestenated to have a fair va
of $3.3 billion, compared to their carrying value$d billion. We estimated the fair value of deising market quotes and calculations b
on market rates.
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Note 13- Guarantees, Commitments and Contingencie
Lease Guarantees

As a result of (a) assigning our interest in oliliyas under real estate leases as a conditioretoefranchising of certain Company restauri
(b) contributing certain Company restaurants toomsolidated affiliates; and (c) guaranteeing certaiher leases, we are freque
contingently liable on lease agreements. Thessetehave varying terms, the latest of which expine2026. As of June 12, 2010,
potential amount of undiscounted payments we cdaddrequired to make in the event of rmayment by the primary lessee
approximately $500 million. The present value loéde potential payments discounted at ourtgxeeost of debt at June 12, 2010
approximately $425 million. Our franchisees are phimary lessees under the vast majority of thesgses. We generally have cralefaul
provisions with these franchisees that would patrthin default of their franchise agreement in ther¢ of nonpayment under the lease.
believe these crosdefault provisions significantly reduce the risktthive will be required to make payments under thesses. According!
the liability recorded for our probable exposur@@nsuch leases at June 12, 2010 was not material.

Franchise Loan Pool and Equipment Guarantees

We have agreed to provide financial support, iuiegf, to a variable interest entity that operadsanchisee lending program used primi
to assist franchisees in the development of netauesnts and, to a lesser extent, in connectioh thié¢ Company historical refranchisir
programs. As part of this agreement, we have pealia partial guarantee of approximately $15 millamd two letters of credit totali
approximately $23 million in support of the franebe loan program at June 12, 2010. One such téteeedit could be used if we fail to m
our obligations under our guarantee. The othéeretf credit could be used, in certain circumséan¢o fund our participation in the fund
of the franchisee loan program. The total loartstanding under the loan pool were $61 million vathadditional $19 million available 1
lending at June 12, 2010. We have determinedwiadre not required to consolidate this entity assivare the power to direct this entity’
lending activity with other parties.

In addition to the guarantee described above, Y\#d provided guarantees of $33 million on behalfrafchisees for several equipm
financing programs related to specific initiativée most significant of which was the purchaseweins by KFC franchisees for the launc
Kentucky Grilled Chicken. The total loans outstiagdunder these equipment financing programs wepeaximately $37 million at June
2010.

Insurance Programs

We are self-insured for a substantial portion af current and prior years’ coverage including weskeompensation, employment practi
liability, general liability, automobile liabilityproduct liability and property losses (collectiuelproperty and casualty losses”)o mitigate
the cost of our exposures for certain property easualty losses, we make annual decisions toirsife the risks of loss up to defir
maximum per occurrence retentions on a line by lhiasis or to combine certain lines of coverage amte loss pool with a single seffsurec
aggregate retention. The Company then purchasesaince coverage, up to a certain limit, for loshes exceed the seilfisurance pe
occurrence or aggregate retention. The insureetimum aggregate loss limits are significantly \abour actuarially determined probe
losses; therefore, we believe the likelihood obessexceeding the insurers’ maximum aggregatelifogs is remote. As of June 12, 20!
and December 26, 2009, we had liabilities recoréted selfinsured property and casualty losses of $160 millamd $173 millior
respectively.
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In the U.S. and in certain other countries, we a@sd self-insured for healthcare claims and forgherm disability claims for eligib
participating employees subject to certain dediediland limitations. We have accounted for owainetd liabilities for property and casu:
losses, healthcare and loteym disability claims, including reported and imed but not reported claims, based on informagioyvided b
independent actuaries.

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

We are subject to various claims and contingerneleded to lawsuits, real estate, environmental@hdr matters arising in the normal col
of business. We provide reserves for such claimiscantingencies when payment is probable and nadp estimable.

On November 26, 2001, Kevin Johnson, a former Léolgn Silver's (“LJS")restaurant manager, filed a collective action agdidS in th
United States District Court for the Middle Distriaf Tennessee alleging violation of the Fair LaBtandards Act (“FLSA"on behalf o
himself and allegedly similarlgituated LJS general and assistant restaurant reemagohnson alleged that LJS violated the FLS,
perpetrating a policy and practice of seeking manyetestitution from LJS employees, including Restdat General Managers (“RGMsihc
Assistant Restaurant General Managers (“ARGMst)en monetary or property losses occurred due ¢ovkrg and willful violations of LJ
policies that resulted in losses of company fundproperty, and that LJS had thus improperly cfaes$its RGMs and ARGMs as exer
from overtime pay under the FLSA. Johnson soughttone pay, liquidated damages, and attorneys feehimself and his proposed class.

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

On December 19, 2003, while the arbitrability ohdsons claims was being litigated, former LJS manageis Eole and Nick Kaufma
represented by Johnson’s counsel, initiated athitravith the American Arbitration Association (th€ole Arbitration”). The Cole Claiman
sought a collective arbitration on behalf of thenegutative class as alleged in the Johnson lawsdilleged the same underlying claims.

On June 15, 2004, the arbitrator in the Cole Aaliiitin issued a Clause Construction Award, findimag £S5 Dispute Resolution Policy ¢
not prohibit Claimants from proceeding on a collestor class basis. LJS moved unsuccessfully tateathe Clause Construction Awari
federal district court in South Carolina. On Septer 19, 2005, the arbitrator issued a Class Détation Award, finding,nter alia, that ¢
class would be certified in the Cole Arbitration@m “opt-out” basis, rather than as an “opt-in"ledlive action as specified by the FLSA.

On January 20, 2006, the district court denied £J80tion to vacate the Class Determination Award the United States Court of Appe
for the Fourth Circuit affirmed the district cowwttlecision on January 28, 2008. A petition forrd of certiorari filed in the United Stat
Supreme Court seeking a review of the Fourth Qirsudecision was denied on October 7, 2008. Theegaparticipated in mediation
April 24, 2008, on February 28, 2009, and agaiNorember 18, 2009 without reaching resolution. igkation on liability during a portic
of the alleged restitution policy period began iovidmber, 2009 and, after a delay at the requesstegplaintiffs, concluded in June, 2010
a ruling on liability for that portion of the policperiod is expected in August. Arbitration withspect to the remaining alleged restitu
policy period has not been scheduled.

Based on the rulings issued to date in this matier,Cole Arbitration is proceeding as an “opt-od#ss action, rather than as an “opt-in”
collective action. LJS denies liability and is @igusly defending the claims in the Cole ArbitratioVe have provided for a reason
estimate of the cost of the Cole Arbitration, takinto account a number of factors, including ourrent projection of eligible claims, t
estimated amount of each eligible claim, the edthalaim recovery rate, the estimated legal feearred by Claimants and a reason
settlement value of Claimants’ claims. However light of the inherent uncertainties of litigatiotihe fact-specific nature of Claimants
claims, and the novelty of proceeding in an FLS#dait on an “opt-out’basis, there can be no assurance that the Colératin will not
result in losses in excess of those currently giedifor in our Condensed Consolidated Financiak8tants.

On August 4, 2006, a putative class action lawagéinst Taco Bell Corp. styled Rajeev ChhibberTzeo Bell Corpwas filed in Orang
County Superior Court. On August 7, 2006, anothéative class action lawsuit styled Marina Pudkials Taco Bell Corpwas filed in Sa
Diego County Superior Court. Both lawsuits wetediby a Taco Bell RGM purporting to representalirent and former RGMs who work
at corporate-owned restaurants in California silagust 2002. The lawsuits allege violations ofifoahia’s wage and hour laws involvi
unpaid overtime and meal period violations and seedpecified amounts in damages and penalties.cases were consolidated in San D
County as of September 7, 2006.
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Based on plaintiffstevised class definition in their class certificatimotion, Taco Bell removed the case to federaltcim San Diego ¢
August 29, 2008. On March 17, 2009, the court @éuplaintiffs’ motion to remand. On January 201@, the court granted the plaintiffs’
class certification motion with respect to the udpavertime claims of RGMs and Market Training Mgaes but denied class certification
the meal period claims. The parties participatechédiation on May 26, 2010 without reaching resofu

Taco Bell denies liability and intends to vigorgudkefend against all claims in this lawsuit. Wedarovided for a reasonable estimate o
cost of this lawsuit. However, in view of the imbet uncertainties of litigation, there can be ssumance that this lawsuit will not resul
losses in excess of those currently provided faunCondensed Consolidated Financial Statements.

On September 10, 2007, a putative class actiomsigdaco Bell Corp., the Company and other relatatities styledSandrika Medlock
Taco Bell Corp., was filed in United States District Court, East&istrict, Fresno, California. The case was fited behalf of all hourl
employees who have worked at corporateied restaurants in California since SeptembeB 20@ alleges numerous violations of Califo
labor laws including unpaid overtime, failure toypsages on termination, denial of meal and resaksgimproper wage statements, un
business expenses and unfair or unlawful businessiges in violation of California Business & Ree$ions Code §17200. The Comg
was dismissed from the case without prejudice onde 10, 2008.

On April 11, 2008, Lisa Hardiman filed a Privatedkheys General Act (“PAGA"tomplaint in the Superior Court of the State ofifoatia,
County of Fresno against Taco Bell Corp., the Campnd other related entities. This lawsuit, shilesa Hardiman vs. Taco Bell Corp..
al., was filed on behalf of Hardiman individually and elher aggrieved employees pursuant to PAGA. ddraplaint seeks penalties
alleged violations of California’ Labor Code. On June 25, 2008, Hardiman filedarmended complaint adding class action allegation
behalf of hourly employees in California very siamito the_Medloclkcase, including allegations of unpaid overtime,smik meal and re
periods, improper wage statements, pagment of wages upon termination, unreimbursethbas expenses and unfair or unlawful busi
practices in violation of California Business & Ryssions Code §817200.

On June 16, 2008, a putative class action lawgainst Taco Bell Corp. and the Company, styled &niriLeyva vs. Taco Bell Corp., et al.
was filed in Los Angeles Superior Court. The cases filed on behalf of Leyva and purportedly alhat California hourly employees &
alleges failure to pay overtime, failure to provigeal and rest periods, failure to pay wages upschdrge, failure to provide itemized wi
statements, unfair business practices and wrortgfuhination and discrimination. The Company wasnidsésed from the case with
prejudice on August 20, 2008.

On November 5, 2008, a putative class action lavesainst Taco Bell Corp. and the Company styledhine Naranjo vs. Taco Bell Corp.
al., was filed in Orange County Superior Court. Theecwas filed on behalf of Naranjo and purportediyther California employees &
alleges failure to pay overtime, failure to reimdrifor business related expenses, improper watgrstats, failure to pay accrued vaca
wages, failure to pay minimum wage and unfair bessnpractices. The Company filed a motion to dismoh December 15, 2008, which
denied on January 20, 2009.

On March 26, 2009, Taco Bell was served with atugalass action lawsuit filed in Orange Countyp8&tior Court against Taco Bell and
Company styled Endang Widjaja vs. Taco Bell Cogp.al. The case was filed on behalf of Widjaja, a forr@afifornia hourly assista
manager, and purportedly all other individuals esgptl in Taco Bels California restaurants as managers and allegaseféo reimburse fc
business related expenses, failure to provide pesbds, unfair business practices and conversi@to Bell removed the case to fed
district court and filed a notice of related ca§m June 18, 2009 the case was transferred toasted District of California.

On May 19, 2009 the court granted Taco Bell’'s motio consolidate the Medlock Hardiman, Leyva and Naranjomatters, and tt
consolidated case is styled In Re Taco Bell WagkeHwour Actions. On July 22, 2009, Taco Bell filed a motion terdiss, stay or consolid:
the Widjajacase with the In Re Taco Bell Wage and Hour Acticansd Taco Bell’'s motion to consolidate was gramedctober 19, 2009.
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The In Re Taco Bell Wage and Hour Actignisintiffs filed a consolidated complaint on Jur®é 2009, and on March 30, 2010 the ¢
approved the partiestipulation to dismiss YUM from the action. Theucbset a filing deadline of August 26, 2010 fortioons regardin
class certification. The hearing on any classfteation motion is currently scheduled for Janu&fy 2011.

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

On September 28, 2009, a putative class actioedstylarisela Rosales v. Taco Bell Cowas filed in Orange County Superior Court.
plaintiff, a former Taco Bell crew member, alleghat Taco Bell failed to timely pay her final waggson termination, and seeks restitu
and late payment penalties on behalf of herselfsamilarly situated employees. This case appeatsetduplicative of thén Re Taco Be
Wage and Hour Actionsase described above. Taco Bell removed the cafsdéral court on November 5, 2009, and subsetyuBled a
motion to dismiss, stay or transfer the case tosdume district court as the In Re Taco Bell Wage Hour Actionscase. The parti
stipulated to remand of the case to Orange Counpge$or Court on March 18, 2010. The state cotahtgd Taco Bels motion to stay tt
Rosalescase on May 28, 2010, but required Taco Bell tegiotice to Rosales’ counsel of theRe Taco Bell Wage and Hour Actic
mediation.

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

On October 14, 2008, a putative class action, dtiflenny Archila v. KFC U.S. Properties, Inavas filed in California state court on behal
all California hourly employees alleging variousli@ania Labor Code violations, including rest amdeal break violations, overtir
violations, wage statement violations and waitimget penalties. KFC removed the case to the Urfitiedes District Court for the Cent
District of California on January 7, 2009. On Jidly2009, the Judge ruled that the case would adogvard as a class action. Plaintiff ¢
sought recovery of civil penalties under the Califa Private Attorney General Act as a represergatif other “aggrieved employeesOn
August 3, 2009, the Court ruled that the plaintifuld not assert such claims and the case hadte@d as a single plaintiff action. On
eve of the August 18, 2009 trial, the plaintifipstiated to a dismissal of his individual claimshitrejudice but reserved his right to appea
Court’s rulings regarding class and PAGA claims. KF@mesd its right to make any and all challengedh&odppeal. On or about Septen
16, 2009, plaintiff filed a notice of appeal. P filed his opening appellate brief on March, 2010, KFC filed its opposition brief on M
28, 2010 and plaintiff filed his reply brief on &5, 2010.

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

On October 2, 2009, a putative class action, stiplechonique Hines v. KFC U.S. Properties, Inwas filed in California state court on bel
of all California hourly employees alleging vario@alifornia Labor Code violations, including restdameal break violations, overtil
violations, wage statement violations and waitingetpenalties. Plaintiff is a current namnagerial KFC restaurant employee represent
the same counsel that filed the Archiletion described above. KFC filed an answer ookt 28, 2009, in which it denied plaintgftlaim:
and allegations. KFC removed the action to theddhStates District Court for the Southern DistatCalifornia on October 29, 2009. K
filed a motion to transfer the action to the CdnDastrict of California due to the overlapping net¢ of the claims in this action and
Archila action. Plaintiff filed a motion to remand theiantto state court. The District Court denied botbtions. Plaintiff filed a motion fi
class certification on May 20, 2010, and a heasiith respect to plaintif§ motion, which KFC has opposed, is scheduled ity 30,
2010. Discovery with respect to the class cegtfan motion is ongoing. No trial date has bedn se
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KFC denies liability and intends to vigorously defeagainst all claims in this lawsuit. However,view of the inherent uncertainties
litigation, the outcome of this case cannot be ioted at this time. Likewise, the amount of anygmbial loss cannot be reasonably estimated.

On December 17, 2002, Taco Bell was named as tfendint in a class action lawsuit filed in the @ditStates District Court for t
Northern District of California styleMoeller, et al. v. Taco Bell Corp.On August 4, 2003, plaintiffs filed an amendedptaint that allege
among other things, that Taco Bell has discrimitdagainst the class of people who use wheelchaiss@oters for mobility by failing -
make its approximately 220 compaoymed restaurants in California accessible to thesc Plaintiffs contend that queue rails and n
architectural and structural elements of the Taelh ®staurants relating to the path of travel ase of the facilities by persons with mobility-
related disabilities do not comply with the U.S. émgans with Disabilities Act (the “ADA”), the UnhuCivil Rights Act (the “Unruh Act),
and the California Disabled Persons Act (the “CDRAPlaintiffs have requested: (a) an injunction frdra District Court ordering Taco B
to comply with the ADA and its implementing regutets; (b) that the District Court declare Taco Belviolation of the ADA, the Unri
Act, and the CDPA; and (c) monetary relief undez thnruh Act or CDPA. Plaintiffs, on behalf of tletass, are seeking the minim
statutory damages per offense of either $4,000 rutie Unruh Act or $1,000 under the CDPA for eaglgrieved member of the cla:
Plaintiffs contend that there may be in excess06,a00 individuals in the class.

On February 23, 2004, the District Court granteaintiffs’ motion for class certification. The class incluaésms for injunctive relief ar
minimum statutory damages.

On May 17, 2007, a hearing was held on plaintiffigition for Partial Summary Judgment seeking judidieclaration that Taco Bell was
violation of accessibility laws as to three specifisues: indoor seating, queue rails and dooringédiorce. On August 8, 2007, the cc
granted plaintiffs’ motion in part with regard tanothg room seating. In addition, the court granpdaintiffs’ motion in part with regard
door opening force at some restaurants (but npaat denied the motion with regard to queue lines.

The parties participated in mediation on March ZH)8, and again on March 26, 2009, without reachésglution. On December 16, 2C
the court denied Taco Bed'motion for summary judgment on the ADA claims andered plaintiff to file a definitive list of re@mning issue
and to select one restaurant to be the subjectridlaThe trial will be bifurcated and the firstage will address equitable relief and whe
violations existed at the restaurant. Taco Béelll mdave the opportunity to renew its motion for suary judgment on those issues. Depen
on the findings in the first stage of the triak #tourt may address the issue of damages in aatepsecond stage.

Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. Tdell has taken steps to address pote
architectural and structural compliance issuedatrestaurants in accordance with applicable statefederal disability access laws.
costs associated with addressing these issues rfwveignificantly impacted our results of operasionlt is not possible at this time
reasonably estimate the probability or amountadfility for monetary damages on a class wide htasisaco Bell.
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On March 14, 2007, a lawsuit styled Boskovich Farims. v. Taco Bell Corp. and Does 1 through W5 filed in the Superior Court of 1
State of California, Orange County. Boskovich Faransupplier of produce to Taco Bell, allegedsncomplaint, among other things, thi
suffered damage to its reputation and businessrasudt of publications and/or statements it clainese made by Taco Bell in connect
with Taco Bells reporting of results of certain tests conductadng investigations on green onions used at TaglbrBstaurants. The part
participated in mediation on April 10, 2008, witligeaching resolution. The arbitration panel hahelparties’cross motions for summe
judgment on August 12, 2009. On August 14, 2008 arbitration panel issued an opinion grantingoTBell's motion for summary judgme
and dismissing all of Boskovichk'claims with prejudice. On September 23, 2009skBuich filed a motion to vacate the arbitra
award. On January 6, 2010 the court heard orainaegts on Boskovick’motion to vacate and took the matter under sugdanis On Marc
24, 2010, the court denied plaintéfimotion and confirmed the arbitration award. Bosth appealed to the Kentucky Court of Appeal
April 23, 2010. Taco Bell filed its response onyMED, 2010 and reserved the right to seek attotrfegs for the cost of the appeals. T
Bell denies liability and intends to vigorously defl against all claims in any arbitration and #neduit. However, in view of the inhen
uncertainties of litigation, the outcome of thisseacannot be predicted at this time. Likewise,dh®unt of any potential loss cannot
reasonably estimated.

On July 9, 2009, a putative class action styledkvBmith v. Pizza Hut, Inowas filed in the United States District Court foetDistrict o
Colorado. The complaint alleges that Pizza Hutrditl properly reimburse its delivery drivers forieas automobile costs, uniforms co
and other jolrelated expenses and seeks to represent a claedivedry drivers nationwide under the Fair Laboarftards Act (FLSA) ar
Colorado state law. On January 4, 2010, plaintifésl a motion for conditional certification ofraationwide class of current and former P
Hut, Inc. delivery drivers. However, on March 2010, the court granted Pizza Hupending motion to dismiss for failure to statelaam,
with leave to amend. On March 31, 2010, plainfitessd an amended complaint, which in additiontie federal FLSA claims asserts stkte-
class action claims under the laws of 16 diffestates. Pizza Hut has filed a motion to dismissaiimended complaint.

Pizza Hut denies liability and intends to vigorqudéfend against all claims in this lawsuit. Howgun view of the inherent uncertainties
litigation, the outcome of these cases cannot Ieelipied at this time. Likewise, the amount of gotential loss cannot be reasoni
estimated.

We are engaged in various other legal proceedindshave certain unresolved claims pending, thenalé liability for which, if any, cann

be determined at this time. However, based uposudtation with legal counsel, we are of the opinibat such proceedings and claims
not expected to have a material adverse effedyithdally or in the aggregate, on our consoliddiadncial condition or results of operations.
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Item 2. Management’s Discussion and Analysis of Financial@dition and Results of Operations.

Introduction and Overview

The following Management'’s Discussion and Analy8MD&A”) should be read in conjunction with the unauditeshd&msed Consolidat
Financial Statements (“Financial Statements”), @@itionary Note Regarding Forwalkdoking Statements and our annual report on |
10-K for the fiscal year ended December 26, 200@9 Form 10-K”). Throughout the MD&A, YUM! Branddnc. (“YUM” or the
“Company”) makes reference to certain performaneasures as described below.

The Company provides the percentage changes ergltidé impact of foreign currency translation (“F&" “Forex”). These amoun
are derived by translating current year resultsralr year average exchange rates. We believelthrenation of the foreign curren
translation impact provides better y-to-year comparability without the distortion of foraigurrency fluctuations

System sales growth includes the results of alhreants regardless of ownership, including Compamged, franchise, unconsolida
affiliate and license restaurants that operatecomcepts. Sales of franchise, unconsolidatediatéiland license restaurants gene
franchise and license fees for the Company (tylyical a rate of 4% to 6% of sales). Franchiseonsolidated affiliate and licen
restaurant sales are not included in Company salethe Condensed Consolidated Statements of Incbhoweever, the franchise a
license fees are included in the Compangvenues. We believe system sales growth isilugefnvestors as a significant indicato
the overall strength of our business as it incaapes all of our revenue drivers, Company and fresechame store sales as well as
unit development

Same store sales is the estimated growth in shkbrestaurants that have been open one yeaoce.|

Company restaurant profit is defined as Compangsdaks expenses incurred directly by our Compestaurants in generating
Company sales. Company restaurant margin as amqgage of sales is defined as Company restaurafit givided by Company sale

Operating margin is defined as Operating Profitdéd by Total revenue

All Note references herein refer to the accompapyiNotes to the Condensed Consolidated Financigke@tnts. Tabular amounts
displayed in millions except per share and unitnt@mounts, or as otherwise specifically identified
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Description of Business

YUM is the world’s largest restaurant company based on number t#nsysnits, with over 37,000 units in more than Ibdintries an
territories operating under the KFC, Pizza Hut,d 8ell, Long John Silver's and A&W Alkmerican Food Restaurants brands. Four ¢
Company’s restaurant brands — KFC, Pizza Hut, Belband Long John Silver’'s — are the global leadarthe quickservice chicken, pizz
Mexicanstyle food and seafood categories, respectivelfyth©over 37,000 restaurants, 20% are operatedebompany, 74% are opere
by franchisees and unconsolidated affiliates anch68tperated by licensees.

YUM'’s business consists of three reporting segmeWtdM Restaurants China (“China Division”), YUM R&aurants International (“YRI6r
“International Division”) and United States (“U.$."The China Division includes mainland China (&) and YRI includes the remainc
of our international operations. The China Diwisi&YRI and Taco Bell-U.S. now represent approxitya8% of the Companyg’ operatin
profits. Our KFC-U.S. and Pizza HULS. businesses operate in a highly competitivekaetplace resulting in slower profit growth,
continue to produce strong cash flows.

At the beginning of 2010 we began reporting infatiovafor our Thailand and KFC Taiwan businessefiwibur International Division as
result of changes to our management reporting tsire.c These businesses now report to the PresmfeMRI, whereas previously th
reported to the President of our China Divisionhil/this reporting change did not impact our cdidsted results, segment information
previous periods has been restated to be consigttnthe current period presentation.

The following table summarizes the 2009 quarterigréases to selected line items within the YRI sagmas a result of these segn
reporting changes (with equal and offsetting desgeampacting the China Divisior

First Seconc Third Fourth
Quarter Quarter Quarter Quarter Total
Company sale $ 47 3% 64 $ 68 $ 921 $ 27C
Company restaurant expen: 42 57 62 83 244
Operating Profi 3 — 1 2 6

27




Strategies

The Company continues to focus on four key strategi

Build Leading Brands in China in Every Significad&tegory -The Company has developed the KFC and Pizza Huatdbrito the leadir
quick service and casual dining restaurants, reéisede in China. Additionally, the Company ownsdaoperates the distribution system
its restaurants in China which we believe providesignificant competitive advantage. Given thi®rsg competitive position, a growi
economy and a population of 1.3 billion in Chirtee Company is rapidly adding KFC and Pizza Hut @BBining restaurants and testing
additional restaurant concepts of Pizza Hut Homwi&e (pizza delivery) and East Dawning (Chinesedfo Our ongoing earnings grov
model in China is driven by new unit developmerghegear and modest same store sales growth, wrecaxpect to drive annual Operal
Profit growth of 15%.

Drive Aggressive International Expansion and Bu#lilong Brands Everywhere Fhe Company and its franchisees opened over 90(
restaurants in 2009 in the Company’s Internatiddialsion, representing the 10 straight year of opening over 700 restaurants, iante
leading international retail developer in termaunfts opened. The Company expects to continuggerence strong growth by building «
existing markets and growing in new markets inaigdrrance, Russia and India. Through 2009 therlat®nal Divisions Operating Proi
has experienced a 7 year compound annual growgtofat0%. Our ongoing earnings growth model inekidnnual Operating Profit grov
of 10% driven by new unit development, modest satoee sales growth, modest margin improvement amdrage of our General ¢
Administrative (“G&A”) infrastructure for YRI.

Dramatically Improve U.S. Brand Positions, Consisteand Returns ¥he Company continues to focus on improving its.p8sitior
through differentiated products and marketing andnaproved customer experience. The Company dtsees to provide industry leadi
new product innovation which adds sales layersexpéinds day parts. We continue to evaluate ournetand ownership positions with
earn the right to own philosophy on Company owresdiaurants. Our ongoing earnings growth modes éatlannual Operating Profit grov
of 5% in the U.S. with same store sales growthd6f rodest restaurant margin improvement and leeeodgur G&A infrastructure.

Drive Industry-Leading, Long-Term Shareholder amdrighisee Value Fhe Company is focused on delivering high retunnd seturnin
substantial cash flows to its shareholders viadéinds and share repurchases. The Company hag$ threehighest returns on invested caj
in the Quick Service Restaurants (“QSR”) indusfifne Companys dividend and share repurchase programs haveneetwver $1 billion ar
$6 billion to shareholders, respectively, since200he Company is targeting an annual dividencdpayatio of 35% to 40% of net inco
and has increased the quarterly dividend each sieae inception in 2004. Shares are repurchaspdramistically as part of our regu
capital structure decisions.

Details of our 2010 Guidance by division and upslgifeavailable, can be found online at http://wwmm.com/investors.
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Quarter Ended June 12, 2010 Highlights

. Diluted EPS growth of 17% or $0.58 per shi

. Worldwide operating profit grew 21% prior to foraigurrency translation, including 33% in China,%d.h the U.S., and 7% in YR
. Worldwide system sales growth prior to foreign emgy translation of 4% including 15% in China, 4%iRI, and 1% in the U.¢

. Worldwide restaurant margin improvement of overetcpntage point driven by China and the (

. Share repurchases, on a trade date basis, tothl&dniillion for 2.8 million shares at an averagieg@of $40 per shar

All preceding comparisons are versus the same gparigear ago and exclude the impact of Specialdteee the Significant Known Evel
Trends or Uncertainties Impacting or Expected tpdot Comparisons of Reported or Future Resultsoseof this MD&A for a descriptio
of Special Items.
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Results of Operations

Quarter ende Year to date

6/12/10 6/13/09 % B/(W) 6/12/10 6/13/09 % B/(W)
Company sale $ 222 $ 2,158 3 $ 421€ $ 4,07( 4
Franchise and license fees and ince 354 324 9 703 622 13
Total revenue $ 257¢ $ 2,47¢ 4 $ 4,91¢ $ 4,69: 5
Company restaurant pro $ 366 $ 324 13 $ 706 $ 632 12
% of Company sale 16.5% 15.1% 1.4 ppts 16.8% 15.5% 1.2 ppts
Operating Profi 421 394 7 78t 74E 5
Interest expense, n 42 43 5 83 96 13
Income tax provisiol 90 45 NM 16¢ 124 (36)
Net Income- including noncontrolling intere: 28¢ 30¢€ (5) 534 52t 2
Net Income— noncontrolling interes 3 3 (35) 7 4 (78)
Net Income- YUM! Brands, Inc. $ 28€ $ 30¢ (6) $ 527§ 521 1
D||uted earnings per Sha(a) $ 0.5¢ $ 0.65 (6) $ 1.0¢ $ 1.0¢ —

(@) See Note 2 for the number of shares used in tiisledion.
Significant Known Events, Trends or Uncertainties mpacting or Expected to Impact Comparisons of Repded or Future Results

The following factors impacted comparability of ogting performance for the quarters and/or yeadate ended June 12, 2010 and Jun
2009 and/or could impact comparability with the eémder of our results in 2010 or beyond. Certdinthese factors were previou
discussed in our 2009 Form 10-K.

Special ltems

In addition to the results provided in accordanddh w.S. Generally Accepted Accounting Principlé&AAP™) above and throughout tl
document, the Company has provided @RAP measurements which present operating resultthé quarters and years to date ended
12, 2010 and June 13, 2009 on a basis before $pexies. Included in Special Items are the impafcineasures we took to transform
U.S. business (“the U.S. business transformatioasm@s”)including the U.S. refranchising gain (loss), thepiciation reduction arisi
from the impairment of KFC restaurants we offereaell in the first quarter of 2010, charges ralatio U.S. G&A productivity initiative:
realignment of resources and investments in our. Br8nds, as well as the 2010 loss recognized upfanchising of an equity marl
outside the U.S. and the 2009 gain upon our adoprisdf additional ownership in, and consolidatiofy the operating entity that owns
KFCs in Shanghai, China. These amounts are fuddseribed below.

The Company uses earnings before Special Items ke gperformance measure of results of operatiensttfe purpose of evaluati
performance internally and Special Items are ncuited in our China Division, YRI or U.S. segmessults. This noilGAAP measureme
is not intended to replace the presentation of financial results in accordance with GAAP. Rathéve Company believes that

presentation of earnings before Special Items pessiadditional information to investors to factitahe comparison of past and pre
operations, excluding items in the quarters andsygmdate ended June 12, 2010 and June 13, 2G0%hth Company does not believe
indicative of our ongoing operations due to th&esand/or nature.

30




Quarter ende Year to date
6/12/10 6/13/09 6/12/10 6/13/09

Detail of Special Item
Gain upon consolidation of a former unconsolidatifiate in China $ — 8 68 $ — 8 68

Loss upon refranchising of an equity market outsideU.S. — — @) —
U.S. Refranchising gain (los 5 1 (51) 15
Depreciation reduction from KFC restaurants imghirpon offer to sel 3 — 3 —
Charges relating to U.S. G&A productivity initia¢is and realignment of

resource! (2) (5) (5) 9
Investments in our U.S. Brands — (4) — (31)
Total Special Iltems Income (Expen: 6 60 (60) 43
Tax Benefit (Expense) on Special lte(® 2 3 20 9
Special Items Income (Expense), net of $ 4 % 63 _$ (40) _$ 52
Average diluted shares outstand 485 483 48 481
Special Items diluted EF $ 001 § 013 _$§ (008 _$ 011
Reconciliation of Operating Profit Before Speciainhs to Reported Operating

Profit

Operating Profit before Special Itet $ 415 % 334 $ 84t % 702
Special ltems Income (Expense) 6 60 (60) 43
Reported Operating Profit $ 421  $ 394 $ 78t  $ 745
Reconciliation of EPS Before Special Items to ReggbEPS

Diluted EPS before Special Iter $ 058 % 0.50 $ 117 $ 0.97
Special ltems EPS 0.01 0.13 (0.08 0.11
Reported EPS $ 059 $ 0.63 $ 10 $ 1.08
Reconciliation of Effective Tax Rate Before Spediains to Reported Effecti

Tax Rate

Effective Tax Rate before Special Ite 23.6% 16.4% 24.7% 22.0%
Impact on Tax Rate as a result of Special Ité¥ns 0.2 (3.6) (0.7 (2.9
Reported Effective Tax Rate 23.8% 12.8% 24.0% 19.1%

(&) The tax benefit (expense) was determined based tipoimpact of the nature, as well as the jurisolicof the respective individu
components within Special Itenr
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U.S Business Transformation Measures

The U.S. business transformation measures in 26802809 included: expansion of our U.S. refrancigisia reduced emphasis on multi-
branding as a lonterm growth strategy; G&A productivity initiativeend realignment of resources (primarily severamzkearly retiremei
costs); and investments in our U.S. Brands madeebialf of our franchisees such as equipment pueshad/e do not believe these meas
are indicative of our ongoing operations and areimduding the impacts of these U.S. businesssfamation measures in our U.S. segr
for performance reporting purposes.

In the quarter and year to date ended June 12, 204 @ecorded a pre-tax refranchising gain of $bigniand a pretax refranchising loss
$51 million, respectively, in the U.S. The lossarled in the year to date ended June 12, 20teisét result of gains from 71 restaur
sold and noreash impairment charges related to our offers taamehise restaurants in the U.S., principally assantial portion of o
Company operated KFCs. The noash impairment charges related to our offersframehise a substantial portion of our Company ajfse
KFC restaurants in the U.S. decreased depreciaigrense by $3 million in the quarter and year tte dended June 12, 2010. 1
depreciation reduction was recorded as a Speeial, Itesulting in depreciation expense in the Ueg§ngent results continuing to be recor
at the rate at which it was prior to the impairmenarge being recorded for these restaurantshelmuarter and year to date ended Jun
2009, we recorded pttax refranchising gains of $1 million and $15 noilli respectively, in the U.S. The refranchisinqhgand losses &
more fully discussed in Note 4 and the Store Plotfstrategy section of the MD&A.

In connection with our G&A productivity initiativesnd realignment of resources (primarily severammearly retirement costs) we recot
pretax charges of $2 million and $5 million in the ¢eas ended June 12, 2010 and June 13, 2009, teshec In the years to date enc
June 12, 2010 and June 13, 2009, we recorded ypieheages of $5 million and $9 million, respectivel

Additionally, the Company recognized a reductionFtanchise and license fees and income of $4 millind $31 million, préax, in the
quarter and year to date ended June 13, 2009, ctesglg, related to investments in our U.S. Brand&ese investments reflect
reimbursements to KFC franchisees for installatiosts of ovens for the national launch of KentuGijlled Chicken. The reimburseme
were recorded as a reduction to franchise anddedees and income as we would not have providedeimbursements absent the ong
franchisee relationship.

Refranchising of an International Equity Market

During the quarter ended March 20, 2010 we refremechall of our remaining company restaurants iiw&a, which consisted of 1.
KFCs. We included in our financial statements a-cash write off of $7 million of goodwill in determing the loss on refranchising
Taiwan. The amount of goodwill writeff was based on the relative fair values of thewda business disposed of and the portion o
business that was retained. The fair value ofbilgness disposed of was determined by referentteetdiscounted value of the future c
flows expected to be generated by the restauramtgetained by the franchisee, which include a dadn for the anticipated royalties
franchisee will pay the Company associated withfthachise agreement entered into in connectioh this refranchising transaction. 1
fair value of the Taiwan business retained cons$texpected, net cash flows to be derived fromaltigs from franchisees, including

royalties associated with the franchise agreematdred into connection with this refranchising saction. We believe the terms of
franchise agreement entered into in connection thighTaiwan refranchising are substantially coesiswith market. The remaining carry
value of goodwill related to our Taiwan busines$80 million, after the aforementioned writéf; was determined not to be impaired as
fair value of the Taiwan reporting unit exceedsasrying amount.
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Consolidation of a Former Unconsolidated Affiliate in China

On May 4, 2009 we acquired an additional 7% owriprshthe entity that operates more than 200 KRCShanghai, China for $12 millic
increasing our ownership to 58%. Prior to our &sitjan of this additional interest, this entity svaccounted for as an unconsolidated affi
under the equity method of accounting. Concurvgtit the acquisition we received additional rightghe governance of the entity and t
we began consolidating the entity upon acquisitids.required by GAAP, we remeasured our previolgld 51% ownership in the ent|
which had a recorded value of $17 million at theeds acquisition, at fair value and recognizechin@f $68 million accordingly. This ga
which resulted in no related income tax expenses vegorded in Other (income) expense on our Comrde@®nsolidated Statements
Income during the quarter ended June 13, 2009.

Under the equity method of accounting, we previpusported our 51% share of the net income of theonsolidated affiliate (after inten
expense and income taxes) as Other (income) expretise Condensed Consolidated Statements of Incaifee also recorded a franchise
for the royalty received from the stores ownedHsy unconsolidated affiliate. Subsequent to the dathe acquisition, we reported the res
of operations for the entity in the appropriateelitems of our Condensed Consolidated Statementacoime. We no longer recorc
franchise fee income for these restaurants nomdideport Other (income) expense as we did undeetiuity method of accounting. |
income attributable to our partner's ownership patage is recorded as Net Incommicontrolling interest. For the quarter and yteadate
ended June 12, 2010 the consolidation of the egisi&staurants upon acquisition increased Compaleg $y $46 million and $98 millic
respectively, and decreased Franchise and liceseseaind income by $3 million and $6 million, redpety. The consolidation of the existi
restaurants upon acquisition increased Operatio§tfry $1 million and $3 million for the quartend year to date ended June 12, 2
respectively. The impact on Net Income — YUM! Bitaninc. was not significant to the quarter and yealate ended June 12, 2010.

Restaurant Profit

Worldwide restaurant margin increased 1.4 percenpaints and 1.3 percentage points, respectivelid quarter and year to date ended
12, 2010. These increases were driven by our dbivigion and the U.S.

The China Division restaurant margins increasedpgrtentage points and 2.1 percentage points, atgplg, in the quarter and year to ¢
ended June 12, 2010. These improvements wereyatgeen by Company Same Store Sales growth ofid%oth the quarter and yeai
date ended June 12, 2010 and commodity deflatiofldf million and $29 million in the quarter and y¢a date ended June 12, 2(
respectively. For the full year in the China Digis, we continue to expect moderate year-oxgar margin improvement as we anticij
labor and commaodity inflation to largely offset sastore sales growth.

The YRI restaurant margins decreased 0.4 percepigiges and 0.5 percentage points, respectivelthénquarter and year to date ended
12, 2010 primarily due to labor inflation.

The U.S. restaurant margins increased 1.4 percem@igts and 0.2 percentage points, respectivelthe quarter and year to date ended
12, 2010 due to improved margin performance at K@ refranchising. Additionally, the quarter endkahe 12, 2010 was favora
impacted by lower insurance expense.

Impact of Foreign Currency Translation on Operafngfit

Changes in foreign currency exchange rates pobitimgacted the translation of our foreign currertignominated Operating Profit in «
YRI Division by $14 million and $28 million for thquarter and year to date ended June 12, 201Cgatdsgly. The impact on our Chi
Division was not significant for the quarter oray¢o date ended June 12, 2010.
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StorePortfolio Strategy

From time to time we sell Company restaurants tistielg and new franchisees where geographic syegrgan be obtained or wh
franchisees’expertise can generally be leveraged to improve awarall operating performance, while retaining @amy ownership «
strategic U.S. and international markets. In th®.JUve are targeting Company ownership of restasifgotentially below 10%, down from
current level of 16%. Consistent with this strgtel Company restaurants in the U.S. were sofdatichisees in the year to date ended
12, 2010.

Refranchisings reduce our reported revenues anaurest profits and increase the importance ofesysdales growth as a key performe
measure. Additionally, G&A expenses will declingeo time as a result of these refranchising a@tisit The timing of G&A declines w
vary and often lag the actual refranchising adésitas the synergies are typically dependent upersize and geography of the respe:
deals. G&A expenses included in the tables bekeflect only direct G&A that we no longer incurresl @ result of stores that were oper
by us for all or some portion of the respective pamable period in 2009 and were no longer operiageds as of the last day of the cur
quarter.

The following table summarizes our refranchisintjvattes:

Quarter ende Year to date
6/12/10 6/13/09 6/12/10 6/13/09
Number of units refranchise 42 85 217 20t
Refranchising proceeds, |-tax $ 41 $ 27 $ 83 $ 63
Refranchising (gain) loss, -tax @ $ (10 $ 1 $ 53 $ (13

(@ The year to date ended June 12, 2010 incladesneash impairment charge of $73 million related to offer to refranchise
substantial portion of our Company operated KF@argsnts in the U.S. See Note 4 for further disicus

The impact on Operating Profit arising from refraising is the net of (a) the estimated reductionseistaurant profit, which reflects
decrease in Company sales, and G&A expenses arttigbhcrease in franchise fees from the restasirdndt have been refranchised.
tables presented below reflect the impacts on Treaénues and on Operating Profit from stores Were operated by us for all or sc
portion of the prior year period and were no longjeerated by us as of the last day of the curreattgr. In these tables, Decreased Com
sales and Decreased Restaurant profit represemtaniount of sales or restaurant profit earned byréfranchised restaurants during
period we owned them in the prior year but did meh them in the current year. Increased Franduigkelicense fees and income repres
the franchise and license fees from the refrandhiestaurants that were recorded by the Compatheicurrent year during periods in wr
the restaurants were Company stores in the prer. ye

The following tables summarize the impact of reft@ising as described above:
Quarter ended 6/12/1

China
Division YRI u.s. Worldwide
Decreased Company sa $ 4 (44) (99) (147)
Increased Franchise and license fees and int — 2 6 8
Decrease in Total revenu $ 4) (42) (93) (139
Year to date ended 6/12/
China
Division YRI u.s. Worldwide
Decreased Company sa $ (6) (56) (210 (272)
Increased Franchise and license fees and in — 3 13 16
Decrease in Total revenu $ (6) (53 (197 (25€)
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The following tables summarize the estimated impacOperating Profit of refranchising:

Quarter ended 6/12/1

China
Division YRI u.s. Worldwide
Decreased Restaurant pre $ 1) 2 (10) 13
Increased Franchise and license fees and in — 2 6 8
Decreased G&/ — 3 2 5
Increase (decrease) in Operating Pt $ @) 3 2 —
Year to date ended 6/12/
China
Division YRI u.s. Worldwide
Decreased Restaurant pre $ (1) 2 (25) (28)
Increased Franchise and license fees and in — 3 13 16
Decreased G&/ — 3 4 7
Increase (decrease) in Operating Pt $ @) 4 8 (5)

Internal Revenue Service Proposed Adjustment

On June 23, 2010, the Company received a ReveneatAeport (“RAR”) from the Internal Revenue Seevithe “IRS”)relating to it:
examination of our U.S. federal income tax retuiorsfiscal years 2004 through 2006. The RAR inelsid proposed adjustment relate
buy-in payments in connection with the sale of ownerstghts of trademarks and systems between Yuntartdin foreign subsidiaries. T
proposed adjustment would result in additional idexancome of approximately $2 billion for theseay® and approximately $700 million
additional taxes plus net interest to date of axprately $140 million. Furthermore, if the IRS padls it is likely to make similar claims f
years subsequent to fiscal 2006. The potentiaitiaddl taxes for these later years, through 2@@®nputed on a similar basis to the 2-
2006 additional taxes, would be approximately $28on plus net interest to date of approximatghb million.

We believe that the Company has properly repodgdlile income and paid taxes in accordance witlicaye laws and that the propo:
adjustment is inconsistent with applicable income laws, Treasury Regulations and relevant case & intend to defend our posit
vigorously and have filed a protest with the IRS the final resolution of the proposed adjustmmmbains uncertain, the Company
continue to provide for its position in this matbarsed on the tax benefit that we believe is thgelt amount that is more likely than not t
realized upon settlement of this issue. Therelmamo assurance that payments due upon final tesolaf this issue will not exceed ¢
currently recorded reserve and such payments dwud a material adverse effect on our financialtijpps Additionally, if increases to o
reserves are deemed necessary due to future devebbp related to this issue, such increases cauld b material, adverse effect on
results of operations as they are recorded. Thapaay does not expect resolution of this mattehiwitwelve months and cannot pre:
with certainty the timing of such resolution.
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Restaurant Unit Activity

Worldwide
Beginning of yea
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarte
% of Total

China Division
Beginning of yea®
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarte
% of Total

YRI

Beginning of yea®
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarte
% of Total

Total
Unconsolidatec Excluding
Company Affiliates Franchisee Licensee«®)
7,66¢ 46¢ 26,74¢ 34,88(
194 17 31¢ 53C
3 — (€) —
(2179) — 217 —
(50 2 (308 (360
— — (13) (13
7,59¢ 484 26,95’ 35,03:
22% 1% 7% 10C%
Total
Unconsolidater Excluding
Company Affiliates Franchisee Licensee(®
2,86¢ 46¢ 11¢€ 3,45
137 17 1 15E
(13 — 13 —
(15 2 D (18)
2,97¢ 484 131 3,59(
83% 13% 4% 10C%
Total
Unconsolidatet Excluding
Company Affiliates Franchisee Licensee(®
2,00( — 11,80¢ 13,80¢
31 — 253 284
3 — (3) —
(139 — 13: —
(19) — (15€) (177)
1,88z — 12,03: 13,91t
14% — 86% 10C%
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Unconsolidated

United States Company Affiliates Franchisee Total
Beginning of yea 2,80( — 14,81¢ 17,61¢
New Builds 26 — 65 91
Acquisitions — — — —
Refranchising (72) — 71 —
Closures (16) — (149) (165)
Other — — (13) (13)
End of quarte 2,735 — 14,79: 17,532
% of Total 16% — 84% 10(%

(@ The Worldwide, YRI and U.S. totals exclude 2,1736 and 2,041 licensed units, respectively, at 1hHe2010. There are no licen
units in the China Division. Licensed units aragmlly units that offer limited menus and opeiiataon+traditional locations like mall
airports, gasoline service stations, convenienoeest stadiums and amusement parks where a fud sealitional outlet would not |
practical or efficient. As licensed units have &vaverage unit sales volumes than our traditiandb and our current strategy does
place a significant emphasis on expanding our $ednunits, we do not believe that providing furtdetail of licensed unit activi
provides significant or meaningful informatic

(b) The beginning balances for the International Darisend China Division have been restated to refeechange in our managem

reporting structure. The International Divisiorgb®ing balance has been restated to include 444p@ony and 158 Franchisee unit
Thailand and KFC Taiwan with the offset to the Ghibivision beginning balanc

System Sales Growth
The following tables detail the key drivers of &ymtsales growth for each reportable segment foqtiater. Net unit growth and ot
represents the net impact of actual system sategtigrdue to new unit openings and historical syssatas lost due to closures as well as

necessary rounding.

Quarter ended 6/12/10 vs. Quarter ended 6/1

China
Division YRI U.S. Worldwide
Same store sales growth (decli 4% 1% —% 1%
Net unit growth and othe 11 3 1 3
Foreign currency translatic — 11 N/A 4
% Change, excluding fore 15% 4% N/A 4%

Year to date ended 6/12/10 vs. Year to date ende3I0®

China
Division YRI U.S. Worldwide
Same store sales growth (decli 4% (1)% —% —%
Net unit growth and othe 11 3 — 2
Foreign currency translatic — 10 N/A 4
% Changg 15% 12% —% 6%
% Change, excluding fore 15% 2% N/A 2%
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Company Operated Store Results

The following tables detail the key drivers of tly@arter-over-quarter and year-owgar changes of Company sales and Reste
profit. Store portfolio actions represent the ingbact of new unit openings, acquisitions, refrasiclys and store closures on Company !
or Restaurant profit. The impact of new unit opgsiand acquisitions represent the actual Compaleg sr Restaurant profit for the peri
the Company operated the restaurants in the cuyesantbut did not operate them in the prior yeéBEne impact of refranchisings and st
closures represent the actual Company sales oatrast profit for the periods in the prior year lgtthe Company operated the restaul
but did not operate them in the current year.

The dollar changes in Company sales and Restapirafitt were as follows:

China Division
Quarter ende

Income / (Expense) Store
Portfolio
6/13/09 Actions Other FX 6/12/10
Company sale $ 714 $ 12¢ % 32 % — $ 87t
Cost of sale: (259 44 9 1) (290
Cost of labol (102 (22 @) — (137)
Occupancy and oth: (226) (45 @) — (278)
Restaurant profi $ 132 $ 18 $ 27§ (@) $ 17€
Restaurant Margi 185 % 20.2%
Year to date ende
Income / (Expense) Store
Portfolio
6/13/09 Actions Other FX 6/12/10
Company sale $ 1,271 % 24 % 56 % 1 $ 1,57¢
Cost of sale: (455) (82 19 1) (519
Cost of labol (170 (40 (12) — (227)
Occupancy and oth (380 (81) (10) — (471)
Restaurant profi $ 26¢€ $ 42 3 54 % — $ 362
Restaurant Margi 20.€ % 23.(%

In the quarter and year to date ended June 12, 20d0increase in China Division Company salesRestaurant profit associated with s
portfolio actions was primarily driven by the demgient of new units and the acquisition of adddioimterest in and consolidation o
former China unconsolidated affiliate during 20®ignificant other factors impacting Company saled/or Restaurant profit were Comp
same store sales growth of 5% in the quarter andtpedate ended June 12, 2010 and commodity aeflat $14 million and $29 million |
the quarter and year to date ended June 12, 284jectively.
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RI

Income / (Expense)

Company sale

Cost of sale:

Cost of labol
Occupancy and other
Restaurant profit

Restaurant Margi

Income / (Expense)

Company sale

Cost of sale:

Cost of labol
Occupancy and other
Restaurant profit

Restaurant Margi

Quarter ende

Store
Portfolio
6/13/09 Actions Other FX 6/12/10
$ 51& $ 20 $% 7 $ 46 $ 534
(16¢) 7 5 (16) (172
(130 6 @) (12) (137)
(160) 7 (2) (14) (169)
$ 57 $ —  $ 6) $ 5 $ 56
11.1% 10.7%
Year to date ende
Store
Portfolio
6/13/09 Actions Other FX 6/12/10
$ 994 $ 13 $ (1e) $ 104 $ 1,06¢
(325) 4 10 (35) (34€)
(249 6 2 (26) (271
(30€) 5 (3) (31 (335)
$ 114 $ 2 % 1) $ 12 $ 117
11.5% 11.(%

The decrease in YRI Company sales in the quartgiyaar to date ended June 12, 2010 associatedstoith portfolio actions was driven
refranchising, primarily KFC Taiwan, and closurestfally offset by new unit development. The irage in Restaurant profit in the yea
date ended June 12, 2010 associated with storélpmractions was driven by new unit developmenitipfly offset by refranchising ai
closures. Company same store sales declined 2tlinthe quarter and year to date ended June 18, 20

u.s.

Income / (Expense)

Company sale

Cost of sale:

Cost of labol
Occupancy and other
Restaurant profit

Restaurant Margi

Quarter ende

Store
Portfolio

6/13/09 Actions Other FX 6/12/10

$ 927 $ 96 $ a6 $ NA $ 811

(271) 27 7 N/A (237)

(273) 32 6 N/A (23%)

(244) 29 7 N/A (20¢)

$ 13E $ 8 $ 4 % NA $ 131
14.7%% 16.1%
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Year to date ende

Income / (Expense) Store
Portfolio

6/13/09 Actions Other FX 6/12/10
Company sale $ 180 $ (20) % (30) $ NA $ 157¢
Cost of sale: (529) 56 9 N/A (459
Cost of labol (543 65 6 N/A (472
Occupancy and other (48€) 60 7 N/A (419
Restaurant profit $ 252 % 200 $ 8 $ NA  $ 224
Restaurant Margi 14.(% 14.2%

In the quarter ended June 12, 2010, the decreaseSnCompany sales and Restaurant profit assdcisigh store portfolio actions w
primarily driven by refranchising. Significant eth factors impacting Company sales and/or Restaypesfit were improved marg
performance at KFC and lower insurance expensenn@udity deflation of $4 million and $9 million ifé quarter and year to date er
June 12, 2010, respectively, was offset by a negatnpact from sales mix shift. Company same ssates declined 2% in both the que
and year to date ended June 12, 2010.
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Franchise and License Fees and Income

China Division

YRI

U.S.

Unallocated Franchise and license fees and inc

Worldwide

China Division

YRI

U.S.

Unallocated Franchise and license fees and inc

Worldwide

China Division Franchise and license fees and irecfon the quarter and year to date ended JuneQ®) ®as negatively impacted by 2
and 21%, respectively, related to the acquisitibaduitional interest in, and consolidation of, emtity that operated the KFCs in Shanc

China during 200¢

U.S. Franchise and license fees and income for thetiquarter and year to date ended June 12, 28&@uwsitively impacted by 4% due to

impact of refranchising

Worldwide Franchise and license fees and incomleidiec! reductions of $4 million and $31 million, pestively, for the quarter and yea
date ended June 13, 2009, as a result of our regaiments to KFC franchisees for installation cdststhe national launch of Kentuc
Grilled Chicken that have not been allocated toutfe. segment for performance reporting purpc

% Increast

% Increast (Decrease
Quarter ende (Decrease excluding forex
6/12/10 6/13/09
12 $ 14 (14) (14)
15¢ 13¢€ 16 4
18: 17€ 4 N/A
— 4 N/A N/A
354 $ 324 9 4
% Increase
% Increasc (Decrease
Year to date ende (Decrease excluding forex
6/12/10 6/13/09
22 $ 26 (16) (16)
32¢ 28¢ 14 3
352 34C 4 N/A
— (31 N/A N/A
70z $ 623 13 8
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General and Administrative Expenses

% Increast

% Increase (Decrease
Quarter ende (Decrease Excluding forex
6/12/10 6/13/09
China Division $ 51 $ 45 12 12
YRI 86 82 6 2
u.S. 10¢ 111 2 N/A
Unallocatec 37 43 (13) N/A
Worldwide $ 28¢ $ 281 1 )
% Increase
% Increase (Decrease
Year to date ende (Decrease Excluding forex
6/12/10 6/13/09
China Division $ 81 $ 72 12 12
YRI 164 154 7 (2)
u.S. 21z 221 3) N/A
Unallocatec 70 89 (21) N/A
Worldwide SIeYAS $ 53¢ 1) 4)

The increase in China Division G&A expenses for tuarter and year to date ended June 12, 2010 masndy increased compensal
costs resulting from higher headcount and the impiche consolidation of a former unconsolidatdtiliate (See Note 4 for furth
discussion).

The decrease in YRI G&A expenses, excluding theaithpf foreign currency translation, for the quaged year to date ended June 12, .
was driven by G&A savings from refranchising allafr remaining company restaurants in Taiwan.

The decrease in U.S. G&A expenses for the quartéryaar to date ended June 12, 2010 was drivehépdtions taken as part of our |
Business transformation measures, partially offgahcreased litigation costs.

The decrease in Unallocated G&A expenses for tletguended June 12, 2010 was driven by the actaken as part of our U.S. Busin
transformation measures, partially offset by inseghlitigation costs.

The decrease in Unallocated G&A expenses for tlee y@ date ended June 12, 2010 was driven by ttienactaken as part of our U
Business transformation measures and lapping higteeitable contributions.

Worldwide Other (Income) Expense

Quarter ended Year to date ended

6/12/10 6/13/09 6/12/10 6/13/09
Equity income from investments in unconsolidatddiaties $ 8 $ 7 % 20 $ a7
Gain upon consolidation of former unconsolidatéfdiate in China(® — (68) — (68)
Foreign exchange net (gain) loss and other (2 — — 1
Other (income) expense $ (109 $ (75 $ 200 % (84)

(&) See Note 4 for further discussion of the consalidedf a former unconsolidated affiliate in Chi
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Worldwide Closure and Impairment Expense and Refrachising (Gain) Loss

See the Store Portfolio Strategy section for maiti of our refranchising activity and Note 4 foisummary of the components of fac
actions by reportable operating segment.

Operating Profit

Quarter ende Year to date ende
% %
6/12/10 6/13/09 B/(W) 6/12/10 6/13/09 B/(W)
China Division $ 13¢ $ 10t 33 $ 31t $ 23¢ 35
YRI 12z 10C 21 262 22€ 17
u.s. 184 16¢ 10 327 32¢€ 1
Unallocated Franchise and license fees and inc — (4) N/A — (31) N/A
Unallocated Occupancy and ott 3 — NM 3 — NM
Unallocated and corporate expen (37 (43 13 (70) (89) 21
Unallocated Other income (expen — 68 NM — 67 NM
Unallocated Refranchising gain (los 10 () NM (53 13 NM
Operating Profi $ 421 $ 394 7 $ 78t $ 745 5
U.S. operating margi 18.6% 15.3% 3.2 ppts. 17.0% 15.2% 1.8 ppts.
International Division operating marg 17.6% 15.4% 2.2 ppts. 18.8% 17.6% 1.2 ppts.

China Division Operating Profit increased 33% a®d63in the quarter and year to date ended June(®), 2Zespectively. These incree
were driven by the impact of higher restaurant nmaagd new unit development.

International Division Operating Profit increaset?®2 and 17% in the quarter and year to date endeel I8, 2010, respectively, includin
14% and 13% favorable impact from foreign currerianslation. Excluding the favorable impact fromreign currency translatic
International Division Operating Profit increased @and 4% in the quarter and year to date ended1ii&010, respectively. These incre
were driven by the impact of net unit developmemd sower Closure and impairment costs, partiallisetf by lower Company restaur
margin.

U.S. Operating Profit increased 10% in the quasteted June 12, 2010. The increase was drivenvilgr I€losure and impairment costs
improved restaurant margin.

U.S. Operating Profit increased 1% in the yearat@eénded June 12, 2010. The increase was driveawler Closure and impairment costs.
Unallocated refranchising gain (loss) for the yeadate ended June 12, 2010 includes a pre-taxcasim-impairment charge of $73 mill
related to our offer to refranchise a substanttatipn of our Company operated KFC restauranthéU.S. in the quarter ended March
2010.

Unallocated franchise and license fees and incamehke quarter and year to date ended June 13, 4@@ts our reimbursements to,
obligations to reimburse, KFC franchisees for ithst@mn costs of ovens for the national launch eniucky Grilled Chicken that has not b
allocated to the U.S. segment for performance taygppurposes.

Unallocated other income (expense) for the quaatel year to date ended June 13, 2009 includes ariB8n gain upon acquisition
additional ownership in, and consolidation of, émdity that operates KFCs in Shanghai, China.
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Interest Expense, Net

Quarter ende Year to date ende
6/12/10 6/13/09 % B/(W) 6/12/10 6/13/09 % B/(W)
Interest expens $ 45 $ 47 5 $ 88 % 10z 13
Interest income (3) (4) (D] (6) (7) (11
Interest expense, net $ 42 $ 43 5 $ 83 % 96 13

Interest expense, net decreased $1 million or 5%hi quarter ended June 12, 2010 and decreasethiith or 13% for the year to d¢
ended June 12, 2010. The quarter to date decwasserimarily driven by a decrease in our net beings, partially offset by an increase
interest rates on the variable portion of our défhie year to date decrease was primarily drivem ldecrease in our net borrowings ai
decrease in interest rates on the variable podiaur debt.

Income Taxes

Quarter ende Year to date ende
6/12/10 6/13/09 6/12/10 6/13/09
Income taxe: $ a0 $ 45 $ 16¢€ $ 124
Effective tax rate 23.¢% 12.£% 24.(% 19.1%

Our second quarter and year to date 2010 and X688iee tax rates were lower than the expected t&eral statutory rate of 35% prima
due to the majority of our income being earnedidetsf the U.S. where tax rates are generally Idvan the U.S. rate.

Our second quarter 2010 rate was higher than ibeyear primarily due to lapping certain itemsifr@009. These items include: the reve
of foreign valuation allowances associated withaiardeferred tax assets we now believe are mketylthan not to be utilized on future
returns; a ongime $68 million gain recognized upon our acquisitdf additional interest in, and consolidationtbg entity that operates
KFCs in Shanghai, China, which resulted in no egldbx expense; and adjustments to reserves iaircdéoreign jurisdictions and prior ye
foreign tax credit balances.

Year to date, our effective tax rate was highenttie prior year due to lapping 2009 items, as riteesd above. This was partially offset
the favorable impact of foreign and U.S. tax eSeatributable to ongoing foreign operations, idahg a recent foreign law change.

Consolidated Cash Flows

Net cash provided by operating activities was $88ion compared to $495 million in 2009. The imase was primarily driven by higl
operating profit before special items, lapping leighrior year pension contributions and the lapmhigher prior year payments relate
our U.S. business transformation measures, inausiaverance and investments in our U.S. brands.

Net cash used in investing activities was $239iomilversus $356 million in 2009. The decrease a@va®n by lapping the 2009 acquisitior
Little Sheep Group Limited and higher 2009 acqigisg of restaurants from franchisees, as well gsdri2010 proceeds from refranchisin
restaurants.

Net cash used in financing activities was $412ianilversus $82 million in 2009. The increase wageth by an increase in share repurch
and lower net borrowings.
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Consolidated Financial Condition

The increase in short-term borrowings was primadle to the classification of $650 million in Senidnsecured Notes as Shaeet
borrowings due to their April 2011 maturity date.

Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatestantial cash flows from the operations ofampany stores and from our substa
franchise operations which require a limited YUMa@éstment. In each of the last eight fiscal yeaes$,cash provided by operating activi
has exceeded $1.1 billion. We expect these lexfefet cash provided by operating activities tottzore in the foreseeable future. Howe
unforeseen downturns in our business could adweisglact our cash flows from operations from theels historically realized.

In the event our cash flows are negatively impadigdbusiness downturns, we believe we have thdtyahd temporarily reduce o
discretionary spending without significant impactaur longterm business prospects. Our discretionary spgndicludes capital spendi
for new restaurants, acquisitions of restaurarasnffranchisees, repurchases of shares of our ConBback and dividends paid to «
shareholders. As of June 12, 2010 we also hadbappately $1.3 billion in unused capacity underaleing credit facilities that expire
2012, primarily related to a domestic facility.

Currently our China Division and YRI represent mtinan 60% of the Compars/operating profit on an annual basis and both rgéme
significant amount of positive cash flows that wavé historically used to fund our international elepment. To the extent we have ne¢
to repatriate international cash to fund our U.iScrbtionary cash spending, including share re@ses$, dividends and debt repayments
have historically been able to do so in a tax effitmanner. As a result of our substantial irdéomal development a significant amour
non-cash undistributed earnings in our foreign subsigkais considered indefinitely reinvested as afeJd2, 2010. If we experience
unforeseen decrease in our cash flows from our buSiness or are unable to refinance future U.Bt omturities we may be requirec
repatriate future international earnings at taggdtigher than we have historically experienced.

We are currently managing our cash and debt pasitio order to maintain our current investment graatings from Standard & Poer’
Rating Services (BBB-) and MoodyInvestors Service (Baa3). As a commitment tota@iing our investment grade rating we improvet
capital structure by extending our scheduled de#tunties while reducing our debt outstanding dgrz009. In 2010 we have resur
repurchasing shares of our Common Stock, which alie\® we can do while maintaining a capital stucetthat allows us to remain
investment grade borrower. While we do not anéitépa downgrade in our credit rating, a downgradalevincrease the Compasycurren
borrowing costs and could impact the Compambility to access the credit markets if necessBgsed on the amount and compositia
our debt at June 12, 2010, which included no bomgss outstanding under our credit facilities, onterest expense would not materi
increase on a full year basis should we receiveealevel downgrade in our ratings.

Discretionary Spending

In the year to date ended June 12, 2010, we in¥ek3@7 million in capital spending, including apgroately $113 million in the Chir
Division, $112 million in the International Divisicand $102 million in the U.S.

In the year to date ended June 12, 2010, we repsechshares for $247 million excluding $5 milli@m §hare repurchases with settlen
dates subsequent to June 12, 2010. At June 1R, 2@lhad remaining capacity to repurchase up pocsgmately $48 million of outstandil
Common Stock (excluding applicable transaction f¢esough September 2010 under a September 200@ré@ation. In March 2010, o
Board of Directors authorized additional share repases through March 2011 of up to $300 milliorclieding applicable transaction fees
our outstanding Common Stock. No shares have temmchased under the March 2010 authorizatior dsre 12, 2010.

During the year to date ended June 12, 2010, weé qash dividends of $197 million. Additionally, &day 20, 2010 our Board of Directt

approved a cash dividend of $0.21 per share of Gam8tock, to be distributed on August 6, 2010 tarsholders of record at the clost
business on July 16, 2010. The Company is targetinongoing annual dividend payout ratio of 3588% of net income.
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Borrowing Capacity

Our primary bank credit agreement comprises a $iillidn syndicated senior unsecured revolving dréatility (the “Credit Facility”)which
matures in November 2012 and includes 23 partictigdianks with commitments ranging from $20 millitan$113 million. We believe tl
syndication reduces our dependency on any one bank.

Under the terms of the Credit Facility, we may barrup to the maximum borrowing limit, less outstiaugdletters of credit or banker’
acceptances, where applicable. At June 12, 200Oumused Credit Facility totaled $990 million métoutstanding letters of credit of $1
million. There were no borrowings outstanding unidte Credit Facility at June 12, 2010. The irgemate for borrowings under the Cr¢
Facility ranges from 0.25% to 1.25% over the Lontiterbank Offered Rate (“LIBOR)r is determined by an Alternate Base Rate, wtd
the greater of the Prime Rate or the Federal F&®Rads plus 0.50%. The exact spread over LIBOR erAternate Base Rate, as applice
depends on our performance under specified finhodigria. Interest on any outstanding borrowingsler the Credit Facility is payable
least quarterly.

We also have a $350 million, syndicated revolvingdd facility (the “International Credit Facilityor “ICF”) which matures in Novemk
2012 and includes 6 banks with commitments ranfimmg $35 million to $90 million. We believe therslication reduces our dependenc
any one bank. There were no outstanding borromimgker the ICF at June 12, 2010. The interestfoatborrowings under the ICF rang
from 0.31% to 1.50% over LIBOR or is determinedebZanadian Alternate Base Rate, which is the grete Citibank, N.A., Canadi
Branch’s publicly announced reference rate or tbarfadian Dollar Offered Ratg@lus 0.50%. The exact spread over LIBOR or thea@em
Alternate Base Rate, as applicable, depends upoM ¥UWperformance under specified financial criteriatefest on any outstandi
borrowings under the ICF is payable at least qusrte

The Credit Facility and the ICF are unconditionalyaranteed by our principal domestic subsidiarigdditionally, the ICF is unconditional
guaranteed by YUM. These agreements contain fiahoovenants relating to maintenance of leveragefixed charge coverage ratios
also contain affirmative and negative covenantfuging, among other things, limitations on certaitditional indebtedness and liens,
certain other transactions specified in the agreém@&iven the Compang’strong balance sheet and cash flows we weret@lslemply witt
all debt covenant requirements at June 12, 2019 avitonsiderable amount of cushion.

The majority of our remaining longrm debt primarily comprises Senior Unsecured Blotéh varying maturity dates from 2011 thro
2037 and interest rates ranging from 4.25% to 8.88%e Senior Unsecured Notes represent senioecunsd obligations and rank equall
right of payment with all of our existing and futuunsecured unsubordinated indebtedness. Amoutgganding under Senior Unsect
Notes were $2.9 billion at June 12, 2010, includb®$0 million that was reclassified to St-term borrowings in the quarter ended June
2010 to reflect the current maturities of our Setdasecured Notes due April 2011.

Our Senior Unsecured Notes, Credit Facility, ané BEll contain crosslefault provisions, whereby a default under anyheke agreemet
constitutes a default under each of the other aggats.

Recently Adopted Accounting Pronouncements

See Note 5 to the Condensed Consolidated Finar@talements of this report for further details otemtly adopted accounti
pronouncements.

New Accounting Pronouncements Not Yet Recognized
In January 2010, the Financial Accounting Stand&absrd (“FASB”)issued new guidelines and clarifications for impngvdisclosures aba
fair value measurements. This guidance requirésiresed disclosures for purchases, sales, issuamogssettiements on a gross basit

Level 3 fair value measurements. We do not ardteipthe adoption of this guidance to materially actpthe Company. These r
disclosures are effective for interim and annupbréing periods beginning after December 15, 2010.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
There were no material changes during the quandecJune 12, 2010 to the disclosures made in#ewf the Company’s 2009 Form 1Q-
Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

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

Changes in Internal Control

There were no significant changes with respechéio@ompanys internal control over financial reporting or ither factors that materia
affected, or are reasonably likely to materiallfeaf, internal control over financial reporting thg the quarter ended June 12, 2010.

Cautionary Note Regarding Forward-Looking Statemens$

From time to time, in both written reports and a®tements, we present “forward-looking statenientthin the meaning of Section 27A
the Securities Act of 1933, as amended, and Seeétidh of the Securities Exchange Act of 1934, asraleé. We intend such forward-
looking statements to be covered by the safe hgytmvisions of the Private Securities Litigationf&en Act of 1995, and we are includi
this statement for purposes of complying with theafe harbor provisions.

Forwardiooking statements can be identified by the faet they do not relate strictly to historical or @nt facts. These statements o
include words such as “may,” “will,” “estimate,” ifiend,” “seek,” “expect,” “project,” “anticipate,"believe,” “plan” or other simila
terminology. These forwarlboking statements are based on current expectatind assumptions and upon data available atrtteedf the
statements and are neither predictions nor guaardefuture events or circumstances. The fori@o#ling statements are subject to r
and uncertainties, which may cause actual resolt$iffer materially. Important factors that coutduse actual results and events to ¢
materially from our expectations and forwdomking statements include (i) the risks and uraieties described in the Risk Factors inclt
in Part Il, Item 1A of this report, (ii) the risled uncertainties described in Managengbiscussion and Analysis of Financial Conditiod
Results of Operations included in Part I, Item 2ro$ report, (iii) the risks and uncertainties a@sed in the Risk Factors included in Pa
Item 1A of our Form 10-K for the year ended Decenitg 2009 and (iv) the factors described in thexddgemens Discussion and Analy:
of Financial Condition and Results of Operationduded in Part I, ltem 7 of our Form Xfor the year ended December 26, 2009.
should not place undue reliance on forwkroking statements, which speak only as of the Hateof. In making these statements, we ar
undertaking to address or update any risk factoiostih herein, in future filings or communicatioreggarding our business results.
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Report of Independent Registered Public Accountindrirm

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

We have reviewed the accompanying condensed cdasadi balance sheet of YUM! Brands, Inc. and Sudnsés (“YUM”) as of June 1
2010 and the related condensed consolidated stateroBincome for the twelve and twerftyur weeks ended June 12, 2010 and Jun
2009 and the condensed consolidated statementasbf ftows for the twentfour weeks ended June 12, 2010 and June 13, 20a9k«
condensed consolidated financial statements anefiponsibility of YUM’s management.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigba8 (United States). A review
interim financial information consists principalbf applying analytical procedures and making inggirof persons responsible for finan
and accounting matters. It is substantially lessdape than an audit conducted in accordance Wwéhstandards of the Public Comp
Accounting Oversight Board (United States), theeotiye of which is the expression of an opinionareling the financial statements take
a whole. Accordingly, we do not express such aniopi

Based on our reviews, we are not aware of any mateodifications that should be made to the cosddrconsolidated financial statem:
referred to above for them to be in conformity witts. generally accepted accounting principles.

We have previously audited, in accordance with gtendards of the Public Company Accounting Ovetsi@bard (United States), t
consolidated balance sheet of YUM as of Decembegf@89, and the related consolidated statemeritecofme, cash flows and shareholders’
equity (deficit) and comprehensive income (loss)tfie year then ended (not presented herein); modri report dated February 17, 2010
expressed an unqualified opinion on those congeliiinancial statements. As discussed in NotetRhdse consolidated financial stateme

in 2009 YUM changed its method of reporting raamtrolling interests due to the adoption of newaamting requirements issued by
FASB. In our opinion, the information set forthtlre accompanying condensed consolidated balanet asef December 26, 2009, is fa
stated, in all material respects, in relation ® ¢bnsolidated balance sheet from which it has deered.

/s KPMG LLP

Louisville, Kentucky
July 20, 201(
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PART Il — Other Information and Signatures
Item 1. Legal Proceedings

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

Item 1A. Risk Factors
We face a variety of risks that are inherent in business and our industry, including operatiolegal, regulatory and product risks. S
risks could cause our actual results to differ miallg from our forwardlooking statements, expectations and historicadse The followin

are some of the more significant factors that cadidct our business and our results of operations:

. Foodborne illnesses (such as E. coli, hepatitis Achtriosis or salmonella) and food safety issues hase an adverse effect on
business

. A significant and growing number of our restauraams located in China, and our business is inangsiexposed to risk there. Th
risks include changes in economic conditions, &R, currency exchange rates, laws and consurafr@nces, as well as change
the regulatory environment and increased compati

. Our other foreign operations, which are significant increasing, subject us to risks that couldatiegly affect our business. Thi
risks, which can vary substantially by market, udg political instability, corruption, social antheic unrest, changes in econo
conditions, the regulatory environment, tax rated laws and consumer preferences, as well as chandbe laws that govern forei
investment in countries where our restaurants pegaded. In addition, our results of operationd tre value of our foreign assets
affected by fluctuations in foreign currency excpamates, which may favorably or adversely affeported earnings

. Changes in commodity and other operating costdcadVersely affect our results of operations;

. Shortages or interruptions in the availability alidery of food or other supplies or other supphait or business disruptions ca
adversely affect the availability, quality or co$titems we buy and the operations of our restaar

. Risks associated with the suppliers from whom awdpcts are sourced and the safety of those predimild adversely affect ¢
financial performance

. Our operating results are closely tied to the sssa&f our franchisees, and any significant ingbitif our franchisees to oper
successfully could adversely affect our operatesylts;

. Our results and financial condition could be aféelchy the success of our refranchising program;

. We could be party to litigation that could adveysaffect us by increasing our expenses or subjgaiito significant money dama
and other remedie

. Health concerns arising from outbreaks of virugestber diseases may have an adverse effect oousimess;
. We may not attain our target development goalschvlaire dependent upon our ability and the abilftypur franchisees to upgre
existing restaurants and open new restaurantsaaydew restaurants may not produce operatingtsesihilar to those of our existi

restaurants

. Our business may be adversely impacted by genepabenic conditions globally or in one or more o tharkets we serve;
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. Changes in governmental regulations, including ghaglaws relating to nutritional content, nutritel labeling, product safety a
menu labeling regulation, may adversely affectlmusiness operations; a

. The retail food industry in which we operate ishtjgcompetitive.

These risks are described in more detail underk’'Ractors” in Part I, Item 1A of our Form Ofor the year ended December 26, 2009.
encourage you to read these risk factors in theirety. These risks are not exclusive, and ouwgiriess and our actual results of opera
could also be affected by other risks that we caramticipate or that we do not consider to be nwtdrased on currently availal
information.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table provides information as of Jur 2010 with respect to shares of Common Stoglrchased by the Company during

quarter then ended:

Total number of shares Approximate dollar value of

purchased as part of shares that may yet be
Total number of Average price  publicly announced plar  purchased under the plans or

Fiscal Period: shares purchast paid per shar or programs programs

Period 4

3/21/10-4/17/10 737,964 $ 38.56 737,964 $ 434,860,71:

Period 5

4/18/10- 5/15/10 818,545 $ 41.91 818,545 $ 400,555,70¢

Period €

5/16/10- 6/12/10 1,282,86: $ 40.63 1,282,86: $ 348,431,59¢

Total 2,839,372 $ 40.46 2,839,372 $ 348,431,59¢

In September 2009, our Board of Directors authdrigigare repurchases, through September 2010, tof 8800 million (excluding applicak
transaction fees) of our outstanding Common Stde. the quarter ended June 12, 2010, approxim&tehjllion shares were repurcha
under this authorization.

In March 2010, our Board of Directors authorizedliidnal share repurchases through March 2011, ptai$300 million (excludin

applicable transaction fees) of our outstanding @om Stock. For the quarter ended June 12, 2016haie repurchases were made pur:
to this authorization.
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Item 6. Exhibits
(&) Exhibit Index
EXHIBITS

Exhibit 15

Exhibit 31.1

Exhibit 31.2

Exhibit 32.1

Exhibit 32.2

Exhibit 101.INS*
Exhibit 101.SCH*
Exhibit 101.CAL*
Exhibit 101.LAB*
Exhibit 101.PRE’

Exhibit 101.DEF*

Letter from KPMG LLP regarding Unaudited InterimnB&ncial Information (Acknowledgement of Indepen:
Registered Public Accounting Firn

Certification of the Chairman, i€hExecutive Officer and President pursuant toeRlBai4(a) of Securitie
Exchange Act of 1934, as adopted pursuant to Se80@ of the Sarban-Oxley Act of 2002

Certification of the Chief FinaakOfficer pursuant to Rule 13b4(a) of Securities Exchange Act of 1934
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of the Chairman, Chief Executive @#i and President pursuant to 18 U.S.C. Sectio®, 18k
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

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

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Label Linkbase Docum
XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definition Linkbase Docurh

* In accordance with Regulation S-T, the XBRL-relaitgfdrmation in Exhibit 101 to this Quarterly Repon Form 10Q shall be deemed
be*“furnishe¢’ and not*filed.”
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SIGNATURES

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

YUM! BRANDS, INC.
(Registrant’

Date: July 20, 2010 /sl Ted F. Knog

Senior Vice President of Finan
and Corporate Controll
(Principal Accounting Officer
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Exhibit 31.]
CERTIFICATION
I, David C. Novak, certify that:
1. | have reviewed this report on Form-Q of YUM! Brands, Inc.
2. Based on my knowledge, this report does not cormjnuntrue statement of a material fact or omgttte a material fact necess

to make the statements made, in light of the cistanmces under which such statements were madeyisi@ading with respect
the period covered by this repc

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant, as of, adthe periods presented in 1
report.

4, The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (

defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) designed such disclosure controls and proceduresaused such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

(b) designed such internal control over financial réipgr or caused such internal control over finahaporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting aride preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amitcguiures, as of the end of the period covered ks ridport based on s
evaluation; an

(d) disclosed in this report any change in thdastegnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodisical quarter in the case of amnual report) that has materially affected,
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registran$’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrver financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent function)

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

(b) any fraud, whether or not material, that ivesl management or other employees who have aisattifrole in the registrarst’
internal control over financial reportin

Date: July 20, 2010 /s/ David C. Noval
Chairman, Chief Executive Officer and Presic




Exhibit 31.z
CERTIFICATION
I, Richard T. Carucci, certify that:
1. | have reviewed this report on Form-Q of YUM! Brands, Inc.
2. Based on my knowledge, this report does not cormjnuntrue statement of a material fact or omgttte a material fact necess

to make the statements made, in light of the cistanmces under which such statements were madeyisi@ading with respect
the period covered by this repc

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant, as of, adthe periods presented in 1
report.

4, The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (

defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@) designed such disclosure controls and proceduresaused such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa

(b) designed such internal control over financial réipgr or caused such internal control over finahaporting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting aride preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions ab
the effectiveness of the disclosure controls amitcguiures, as of the end of the period covered ks ridport based on s
evaluation; an

(d) disclosed in this report any change in thdastegnt’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registranfburth fiscal quarter in the case of an annupbr that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registran$’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrver financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent function)

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

(b) any fraud, whether or not material, that ivesl management or other employees who have aisattifrole in the registrarst’
internal control over financial reportin

Date: July 20, 2010 /sl Richard T. Caruct
Chief Financial Officel




Exhibit 32.1

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

In connection with the Quarterly Report of YUM! Bids, Inc. (the “Company”) on Form X-for the quarter ended June 12, 2
as filed with the Securities and Exchange Commissin the date hereof (the “Periodic Report;)David C. Novak, Chairman, Ch
Executive Officer and President of the Companytifgerpursuant to 18 U.S.C. Section 1350, as adbmptersuant to Section 906 of
Sarbanes-Oxley Act of 2002, that:

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

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

Date: July 20, 2010 /s/ David C. Noval
Chairman, Chief Executive Officer and Presic

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




Exhibit 32.2

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

In connection with the Quarterly Report of YUM! Bids, Inc. (the “Company”) on Form I-for the quarter ended June 12, 2
as filed with the Securities and Exchange Commissin the date hereof (the “Periodic Report))Richard T. Carucci, Chief Financ

Officer of the Company, certify, pursuant to 18 ILSSection 1350, as adopted pursuant to Sectiérofthe Sarbane®xley Act of 200z
that:

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

Date: July 20, 2010 /sl Richard T. Caruct
Chief Financial Office

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




Acknowledgement of Independent Registered Public Aounting Firm

The Board of Directors
YUM! Brands, Inc.:

We hereby acknowledge our awareness of the userafeport dated July 20, 2010, included within @earterly Report on Form 1Q-of
YUM! Brands, Inc. for the twelve and twenfgur weeks ended June 12, 2010, and incorporatefieyence in the following Registrati
Statements:

Description Registration Statement Number

Form S-3 and $-3/A

Debt Securitie: 33:3-160941
YUM! Direct Stock Purchase Progre 333-46242
Form S-8s
Restaurant Deferred Compensation F 333-36877, 33-32050
Executive Income Deferral Progre 333-36955
YUM! Long-Term Incentive Plai 33:-36895, 33-85073, 33-32046
SharePower Stock Option PI 333-36961
YUM! Brands 401(k) Pla 33:-36893, 33-32048, 33-109300
YUM! Brands, Inc. Restaurant General Mana
Stock Option Pla 333-64547
YUM! Brands, Inc. Lon-Term Incentive Plal 333-32052, 33-109299

Pursuant to Rule 436(c) under the Securities AG9¥3 (the “Act”),such report is not considered part of a registnasiatement prepared
certified by an independent registered public antiog firm, or a report prepared or certified byiadependent registered public accour
firm within the meaning of Sections 7 and 11 of #wt.

/s KPMG LLP

Louisville, Kentucky
July 20, 201(




