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PART I - FINANCIAL INFORMATION

Item 1. Financial Statement:

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)

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

Quarter ended

Year to Date

Revenues 6/15/2013 6/16/2012 6/15/2013 6/16/2012
Company sales $ 2,47 $ 2,76: 457 % 5,10¢
Franchise and license fees and income 43C 40¢€ 86¢€ 80t
Total revenues 2,90¢ 3,16¢ 5,43¢ 5,911
Costs and Expenses, Net
Company restaurant expenses

Food and paper 80t 91€ 1,48¢ 1,68:

Payroll and employee benefits 59C 623 1,08( 1,13¢

Occupancy and other operating expenses 76¢ 80C 1,36t 1,42¢
Company restaurant expenses 2,16/ 2,33¢ 3,93( 4,247
General and administrative expenses 333 34¢€ 60¢€ 61€
Franchise and license expenses 34 26 64 52
Closures and impairment (income) expenses 6 4 10 5
Refranchising (gain) loss (32 (13 (49 (39
Other (income) expense 9 @) 1 (86)
Total costs and expenses, net 2,514 2,69 4,562 4,79%
Operating Profit 39C 472 871 1,11¢
Interest expense, net 32 38 63 75
Income Before Income Taxes 35¢ 43t 814 1,04:
Income tax provision 82 10z 20z 24¢
Net Income — including noncontrolling interests 27¢ 338 612 794
Net Income (loss) — noncontrolling interests (5) 2 (6) 5
Net Income — YUM! Brands, Inc. $ 281 % 331 61E $ 78¢
Basic Earnings Per Common Share $ 0.6z $ 0.71 1.3¢ $ 1.7C
Diluted Earnings Per Common Share $ 061 $ 0.6¢ 132 % 1.65
Dividends Declared Per Common Share $ 0.33t % 0.28¢ 067 $ 0.57

See accompanying Notes to Condensed Consolidateddial Statements.




CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

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

Quarter ended

Year to Date

Net Income - including noncontrolling interests $
Other comprehensive income (loss), net of tax

Translation adjustments and gains (losses) froma-int
entity transactions of a long-term investment ratur

Tax (expense) benefit

Reclassification of currency translation adjustraénto
Net Income

Tax expense (benefit)

Net unrealized gains (losses) arising during tres ya
pension and post-retirement plans

Tax (expense) benefit

Reclassification of pension and post-retiremendédsso
Net Income

Tax expense (benefit)
Net unrealized gain (loss) on derivative instruraent
Tax (expense) benefit

Other comprehensive income (loss), net of tax
Comprehensive Income - including noncontrollingenests
Comprehensive Income (loss) - noncontrolling intege

Comprehensive Income - YUM! Brands, Inc. $

6/15/201 6/16/201; 6/15/201 6/16/201;
27€ $ 33z $ 61z $ 794
8 (33) 3 (20)
(1) 2 6 —
— — — 3
8 - - —
©) — 2 —
14 16 39 31
®) (6) (19 12
1 1 2 —
(2) — (1) —
21 (20) 33 2
297 317 645 79€
©) — 4 3
30C $ 317 $ 64 $ 792

See accompanying Notes to Condensed Consolifataedcial Statements.




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

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

Cash Flows — Operating Activities

Net Income — including noncontrolling interests
Depreciation and amortization

Closures and impairment (income) expenses
Refranchising (gain) loss

Contributions to defined benefit pension plans

Gain upon acquisition of Little Sheep

Deferred income taxes

Equity income from investments in unconsolidatddiates
Distributions of income received from unconsolididfiliates
Excess tax benefits from share-based compensation
Share-based compensation expense

Changes in accounts and notes receivable

Changes in inventories

Changes in prepaid expenses and other currensasset
Changes in accounts payable and other currentitiedi
Changes in income taxes payable

Other, net

Net Cash Provided by Operating Activities

Cash Flows — Investing Activities

Capital spending

Proceeds from refranchising of restaurants
Acquisitions

Changes in restricted cash

Changes in short-term investments

Other, net

Net Cash Used in Investing Activities

Cash Flows — Financing Activities

Repayments of long-term debt

Short-term borrowings, more than three months, net
Repurchase shares of Common Stock

Excess tax benefits from share-based compensation
Employee stock option proceeds

Dividends paid on Common Stock

Other, net

Net Cash Used in Financing Activities

Effect of Exchange Rates on Cash and Cash Equivalisn
Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Period
Cash and Cash Equivalents - End of Period

Year to date

6/15/2013 6/16/2012
61z $ 794
30C 28t

10 5
(49) (39
®) (43
— (74
©) (10
4) (22)
12 15
(24) (46)
21 23
4 16

1 14
(€) €)
(229 (118
62 70
29 63
72¢ 924
(472) (406)
15¢ 132
(89) (542)
— 30C
2 (82
(6) 2
(410) (59€)
4) (19
55 —
(329) (289)
24 46
11 22
(302) (262)
(43) (41)
(587) (539)
(8) €)
(276) (214)
77€ 1,19¢
50C $ 984

See accompanying Notes to Condensed Consolidateddtal Statements.







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

ASSETS

Current Assets

Cash and cash equivalents

Accounts and notes receivable, net

Inventories

Prepaid expenses and other current assets

Deferred income taxes

Advertising cooperative assets, restricted
Total Current Assets

Property, plant and equipment, net
Goodwill

Intangible assets, net

Investments in unconsolidated affiliates
Other assets

Deferred income taxes

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable and other current liabilities
Income taxes payable
Short-term borrowings
Advertising cooperative liabilities

Total Current Liabilities

Long-term debt
Other liabilities and deferred credits
Total Liabilities

Redeemable noncontrolling interest

Shareholders’ Equity

Common Stock, no par value, 750 shares authoriz&tdiand 451 shares issued in 2013 and 2012,

respectively
Retained earnings
Accumulated other comprehensive income (loss)
Total Shareholders’ Equity — YUM! Brands, Inc.
Noncontrolling interests
Total Shareholders’ Equity

Total Liabilities, Redeemable Noncontrolling Interest and Shareholders’ Equity

(Unaudited)
6/15/2013 12/29/2012
$ 50C 77€
352 301
31¢ 31z
23¢ 27z
11F 127
81 13€
1,60¢ 1,92¢
4,25; 4,25(
1,11C 1,03¢
717 69C
29 72
571 57¢
48C 467
$ 8,76¢ 9,01z
$ 1,73¢ 2,03¢
10z 97
68 10
81 13¢
1,99( 2,27¢
2,91¢ 2,93:
1,512 1,49(
6,42( 6,701
59 59
2,32¢ 2,28¢
(107) (132)
2,227 2,15¢
62 99
2,28¢ 2,25¢
$ 8,76« 9,01

See accompanying Notes to Condensed Consolidatedi¢tal Statements.




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

Note 1 - Financial Statement Presentation

We have prepared our accompanying unaudited CoadeBsnsolidated Financial Statements (“Financiatéstents”)n accordance with ti
rules and regulations of the Securities and Excaagmmission (“SEC”"Jor interim financial information. Accordingly, €y do not includ
all of the information and footnotes required byn&glly Accepted Accounting Principles in the Uditgtates (“GAAP”for complete financi:
statements. Therefore, we suggest that the acaoiimga Financial Statements be read in conjunctidth whe Consolidated Financ
Statements included in our annual report on ForAK 0r the fiscal year ended December 29, 2012 1260rm 10-K”). Except as disclos:
herein, there has been no material change in fthemiation disclosed in our Consolidated Financiat@nents included in the 2012 Form 1C
K.

YUM! Brands, Inc. and Subsidiaries (collectivelyfaed to herein as “YUM” or the “Company§omprises primarily the worldwii
operations of KFC, Pizza Hut and Taco Bell (collesly the “Concepts”).References to YUM throughout these Notes to ouarkiia
Statements are made using the first person nosatibfwe,” “us” or “our.”

YUM's business consists of four reporting segmensiM Restaurants China (“China” or “China DivisignYUM Restaurants Internatior
(“YRI” or “International Division”), United States ("U.S." or "U.S. Division") and YUMeBRtaurants India ("India" or "India Division"). &
China Division includes mainland China, and theidridivision includes India, Bangladesh, Mauritibgpal and Sri Lanka. YRI includes
remainder of our international operations.

Our fiscal year ends on the last Saturday in Deegrahd, as a result, a 53veek is added every five or spears. The first three quarters
each fiscal year consist of 12 weeks and the fogutirter consists of 16 weeks in fiscal years WRhweeks and 1Wweeks in fiscal years wi
53 weeks. Our subsidiaries operate on similaafisalendars except that China, India and certirrdnternational subsidiaries operate
monthly calendar, and thus never have & &@ek, with two months in the first quarter, threentis in the second and third quarters fanad
months in the fourth quarter. YRI closes one mkgarlier to facilitate consolidated reporting.

At the beginning of fiscal 2013, we eliminated fheriod lag that we previously used to facilitate tieporting of our India Division's resu
Accordingly, the India Division's 2013 second gearesults include the months of March through NM&¢3 and the 2013 year to date re:
include the months of January through May 2013. Bu¢he immateriality of the India Division's resulwe did not restate the prior y
operating results for the elimination of this pdriag and therefore the 2012 second quarter resoftSnue to include the months of Febrt
through April 2012 and the 2012 year to date resualtlude the months of December 2011 through /A0il2.

Our preparation of the accompanying Financial &tatgs in conformity with GAAP requires us to makéiraates and assumptions that a
reported amounts of assets and liabilities, disek®f contingent assets and liabilities at the ddtthe Financial Statements, and the rep
amounts of revenues and expenses during the nregqrtiriod. Actual results could differ from theesgimates.

In our opinion, the accompanying Financial Statetménclude all normal and recurring adjustmentssatgred necessary to present fa
when read in conjunction with our 2012 Form 10-Kir dinancial position as of June 15, 201&nd the results of our operations
comprehensive income for the quarters and yeadat® ended June 15, 2013 and June 16, 2@h2 cash flows for the years to date e
June 15, 2013 and June 16, 2012ur results of operations, comprehensive incontkcash flows for these interim periods are noesearil’
indicative of the results to be expected for tHeyfear.

Our significant interim accounting policies inclutte recognition of certain advertising and mangtosts, generally in proportion to revel
and the recognition of income taxes using an estichannual effective tax rate.

We have reclassified certain items in the FinanStakements for the prior periods to be comparalfile the classification for the quarter ¢
year to date endeJune 15, 2013 . These reclassifications had netedfe previously reported Net Income - YUM! Brants;.
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Note 2 - Earnings Per Common Share (“EPS”)

Quarter ended Year to date

6/15/201:  6/16/201:  6/15/201: 6/16/201.
Net Income — YUM! Brands, Inc. $ 281 % 331 % 61 $ 78¢
Weighted-average common shares outstanding (fac bakulation) 454 46E 454 46E
Effect of dilutive share-based employee compensatio 10 12 10 13
Weighted-average common and dilutive potential comishares outstanding (for
diluted calculation) 464 471 464 47¢
Basic EPS $ 06z $ 071 % 13 $ 1.7C
Diluted EPS $ 061 $ 0.6 $ 132 § 1.65
Unexercised employee stock options and stock ajgi@t rights (in millions)
excluded from the diluted EPS computatfén 6.C 3.t 5.2 2.7
€)) These unexercised employee stock options and sigmieciation rights were not included in the corapah 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 taesyte date ended June 15, 2@t3
June 16, 2012, as indicated below. All amountdusbe applicable transaction fees.

Remaining Dolla
Value of Shares
Dollar Value of Shares that may be

Shares Repurchased (thousands) Repurchased Repurchased
Authorization
Authorization Date Expiration Date 2013 2012 2013 2012 2013
January 2011 June 2012 — 2,781 $ — $ 18¢ $ —
November 2011 May 2013 — 1,52¢ — 101 —
November 2012 May 2014 4,77¢ — 324 — 62¢
Total 4,77¢ @ 4,31¢ $ 324 @ § 28¢ $ 62¢

€) Amount excludes the effect of $20 million image repurchases ( 0.3 milli@shares) with trade dates prior to the 2012 fisealryen
but cash settlement dates subsequent to the 28d# fiear end and includes the effect of $15 millioshare repurchasef.@ million
shares) with trade dates prior to June 15, 2018dmh settlement dates subsequent to June 15, 2013.




Changes in accumulated other comprehensive inct@@l() are presented below.

Translation Adjustments
and Gains (Losses) From  Pension and Post-
Intra-Entity Transactions  Retirement Benefit Net Unrealized Loss ¢

of a Long-Term Nature Plan Losses (a) Derivative Instruments Total

Balance at December 29, 2012, net
of tax $ 16€ $ (286) $ 12 % (132)

Amounts classified into OClI,

net of tax 7 2 6 11

Amounts reclassified from

accumulated OCI, net of tax — 25 (5) 2C
OCl, net of tax 7 23 1 31
Balance at June 15, 2013, net of tay® 17 $ (26%) $ (1) $ (109)

(@) Amounts reclassified from accumulated OClgdension and post-retirement benefit plan lossdsdiecamortization of net losses $2¢
million , settlement charges of $10 million , anwmation of prior service cost of $1 million and thelated income tax benefit &fL4
million . See Note 10 Pension Benefits for furthiformation.




Note 4 - Items Affecting Comparability of Net Incore and/or Cash Flows

Little Sheep Acquisition

On February 1, 2012 we acquired an additional 668rést in Little Sheep Group Limited (“Little Shpk for $540 million, net of cas
acquired of $44 million , increasing our ownersti@P3%. The acquisition was driven by our strategy tddleading brands across Chine
every significant category. Prior to our acqudsitof this additional interest, our 27#Gerest in Little Sheep was accounted for underetjuity
method of accounting. As a result of the acquisitive obtained voting control of Little Sheep, ahds we began consolidating Little Sh
upon acquisition. As required by GAAP, we remeeduour previously held 27%wnership in Little Sheep, which had a recordedieay
$107 millionat the date of acquisition, at fair value based_itite Sheep's traded share price immediately pigoour offer to purchase t
business and recognized a non-cash gain of $74omill This gain, which resulted in no related incorae ¢€xpense, was recorded in O
(income) expense on our Condensed ConsolidatedrS¢at of Income during the quarter ended Marchi2R42 and was not allocated to
segment for performance reporting purposes.

Turkey Restaurant Acquisition

In April 2013, we acquired 65 KFC and 41 Pizza kagtaurants from an existing franchisee in Turlay$86 millionof cash and a potent
payment of up to $19 million to be made in 2016eblasn results of the business through 2015.

We recognized $85 millionf goodwill for the value expected to be generdteth the acquisition, primarily through net unitveéopment. Th
goodwill is not expected to be deductible for ineotax purposes and has been allocated to the Yé&htipg segment.

The impact of consolidating this business on akdtems within our Condensed Consolidated Statem&iamme was insignificant for tl
quarter and year to date ended June 15, 20h#& proforma impact on our results of operatibiise acquisition had been completed as o
beginning of 2012 would not have been significant.

Refranchising (Gain) Loss

The Refranchising (gain) loss by reportable segnemniresented below. We do not allocate such gair losses to our segments
performance reporting purposes.

Quarter ended Year to date

6/15/2013 6/16/2012 6/15/201. 6/16/201.
China $ 1 $ 2 $ @ $ 4
YRI @ (3) 2 (3) 19
u.s.® (28) 9) (45) (54)
India — — — —
Worldwide $ (32 % 13 $ (49 % (39)

€) During the fourth quarter of 2012, we refraseld our remaining 331 Company-owned Pizza Hut-@inestaurants in the Unit

Kingdom ("UK"). During the year to date ended Jii6e 2012 we recorded losses of $23 millchre to the then planned refranchis
of these restaurants.

(b) In the quarters and years to date ended Join2013 and June 16, 201P.S. Refranchising (gain) loss primarily relategains on th
sales of Taco Bell restaurants.
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Store Closure and Impairment Activity

Store closure (income) costs and Store impairmigatges by reportable segment are presented below.

Quarter ended June 15, 2013

China YRI uU.S. India Worldwide
Store closure (income) costs $ 2 $ — % 1 $ — % (3)
Store impairment charges 8 — 1 — 9
Closure and impairment (income) expenses $ 6 $ — § — 9 —  $ 6

Quarter ended June 16, 2012

China YRI u.S. India Worldwide
Store closure (income) costs $ 2 $ 2 $ 1 $ — (5)
Store impairment charges 4 1 4 — 9
Closure and impairment (income) expenses $ 2 9 1 $ 3 % — 3 4

Year to date ended June 15, 2013

China YRI U.S. India Worldwide
Store closure (income) costs $ 3 $ — % — $ — 3 (3)
Store impairment charges 11 — 1 1 13
Closure and impairment (income) expenses $ 8 % — $ 13 13 10

Year to date ended June 16, 2012

China YRI u.s. India Worldwide
Store closure (income) costs $ 2 $ 2 3 2 3 — $ (6)
Store impairment charges 5 2 4 — 11
Closure and impairment (income) expenses $ 3 % — 3 2 9 — $ 5
(a) Store closure (income) costs include the net gailogs on sales of real estate on which we formeplgrated a Company restau

that was closed, lease reserves established wherease using a property under an operating leages@rsequent adjustments
those reserves and other facility-related expefises previously closed stores.

Note 5 - Recently Adopted Accounting Pronouncements

In February 2013, the Financial Accounting Standddard (“FASB”) issued Accounting Standards Updéte 2013-2Reporting of Amoun
Reclassified Out of Accumulated Other Compreherisivseme(ASU 20132), that requires an organization to present thectf on the lin
items of net income of significant amounts reclésgiout of Accumulated OCI, but only if the iterctassified is required under U.S. GAAI
be reclassified to net income in its entirety i #ame reporting period. ASU 2023s effective for fiscal years beginning after Bewer 1t
2012. All necessary disclosures have been complitdin these Financial Statements.
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Note 6 - Other (Income) Expense

Quarter ended Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Equity (income) loss from investments in unconsatéd affiliates $ 3 % 9 $ 4 3% (22)
Gain upon acquisition of Little Sheep — — — (74
Foreign exchange net (gain) loss and ofher 6 2 5 10
Other (income) expense $ 9 % (" $ 1 % (86)
(a) The year to date ended June 16, 2012 inclb@esillion of deal costs related to the acquisitidriittle Sheep that were allocated to

the China Division for performance reporting pumgms
Note 7 - Supplemental Balance Sheet Information
Receivables
The Companys receivables are primarily generated as a refolhgoing business relationships with our franchgsand licensees as a resu
royalty and lease agreements. Trade receivablesisting of royalties from franchisees and licessaee generally due within 3tays of th

period in which the corresponding sales occur amdctassified as Accounts and notes receivable wnCondensed Consolidated Bals
Sheets.

6/15/2013 12/29/2012
Accounts and notes receivable $ 36 % 318
Allowance for doubtful accounts (13 (12
Accounts and notes receivable, net $ 352 % 301
Property, Plant and Equipment

6/15/2013 12/29/2012
Property, plant and equipment, gross $ 7471 % 7,38¢
Accumulated depreciation and amortization (3,225 (3,139
Property, plant and equipment, net $ 4,25; $ 4,25(

Assets held for sale at June 15, 2013 and DeceP®he2012 total $32 million and $56 millionrespectively, and are included in Pre|
expenses and other current assets in our Cond@weblidated Balance Sheets.

Noncontrolling Interest

A reconciliation of the beginning and ending camgyeamount of the equity attributable to nonconingllinterests is as follows:

Noncontrolling

Interests
Balance as of December 29, 2012 $ 9¢
Net Income (loss) — noncontrolling interests (6)
Acquisition of Little Sheep store-level non-conlirg interests (15)
Dividends declared (18
Cumulative translation adjustment arising during pleriod 2
Balance as of June 15, 2013 $ 62
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Note 8 - Income Taxes

Quarter ended Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Income taxes $ 82 $ 10z % 20z % 24¢
Effective tax rate 22. % 23. % 24.8% 23.%

Our effective tax rate was lower than the expetiesl federal statutory rate of 358timarily due to the majority of our income beingrmec
outside of the U.S. where tax rates are genemlet than the U.S. rate.

Our second quarter effective tax rate was lowen ttiee prior year primarily due to the favorable aopof the resolution of uncertain
positions in certain tax jurisdictions.

Year to date, our effective tax rate was highentthe prior year due to lapping the positive impzfcthe one-time $74 milliogain recognize
upon our acquisition of additional interest in latSheep, which resulted in no related tax expenkis. was partially offset by the favora
impact of the resolution of uncertain tax positiomsertain tax jurisdictions.

On June 23, 2010, the Company received a RevenamtAgeport (RAR) from the Internal Revenue Senite “IRS”) relating to it:
examination of our U.S. federal income tax retuiorsfiscal years 2004 through 2006. The IRS happsed an adjustment to increase
taxable value of rights to intangibles used outsigeU.S. that YUM transferred to certain of itsefign subsidiaries. The proposed adjust
would result in approximately $700 million of addial taxes plus net interest to date of approxafiya$235 million for fiscal years 2004-
2006. On January 9, 2013, the Company receiveBAR from the IRS for fiscal years 2007 and 2008.ekpected, the IRS proposed
adjustment similar to their proposal for 2004-2@®&t would result in approximately $270 milliof additional taxes plus net interest to dai
approximately $35 milliorfor fiscal years 2007 and 2008. Furthermore, then@any expects the IRS to make similar claims foars
subsequent to fiscal 2008. The potential additidaeds for 2009 through 2012, computed on a sinbi¢ais to the 2002008 additional taxe
would be approximately $130 million plus net in&r® date of approximately $5 million .

We believe that the Company has properly repodedhie income and paid taxes in accordance withicape laws and that the propo:
adjustments are inconsistent with applicable incdaxelaws, Treasury Regulations and relevant case We intend to defend our posit
vigorously and have filed a protest with the IR the final resolution of the proposed adjustmestmains uncertain, the Company '
continue to provide for its position in this mathersed 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 tesolof this issue will not exceed ¢
currently recorded reserve and such payments doald a material, adverse effect on our financiaitpm. Additionally, if increases to ¢
reserves are deemed necessary due to future devahip related to this issue, such increases caad b material, adverse effect on
results of operations as they are recorded. Thepaay does not expect resolution of this mattehiwitwelve months and cannot predict v
certainty the timing of such resolution.

Note 9 - Reportable Operating Segments

We identify our operating segments based on managerasponsibility. The China Division includesintand China and the India Divisi
includes India, Bangladesh, Mauritius, Nepal and_8nka. YRI includes the remainder of our inteioaal operations. We consider our KFC
U.S., Pizza Hut-U.S. and Taco BellS. operating segments to be similar and therdfaxe aggregated them into a single reportableatipe

segment.

The following tables summarize Revenues and Oprydtrofit for each of our reportable operating segts:

Quarter ended Year to date
Revenues 6/15/2013 6/16/2012 6/15/2013 6/16/2012
China $ 1,44¢ % 1,55¢ $ 2600 $ 2,77¢
YRI 71z 77C 1,382 1,47¢
u.s. 70¢ 81¢ 1,40¢ 1,61¢
India 33 24 53 41

$ 2,90/ % 3,16¢ $ 543¢ $ 5,911
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Quarter ended Year to date

Operating Profit (loss) 6/15/2013 6/16/2012 6/15/2013 6/16/2012
China® $ 68 $ 18z $ 22z % 43¢
YRI 1632 15C 362 31¢
United States 17z 16€ 33¢ 324
India 4 2 (6) Q)
Unallocated Occupancy and oti&p — 5 — 9
Unallocated and General and administrative expefises (47) (472) (87) (83
Unallocated Other income (expen&&) Q) — @ 74
Unallocated Refranchising gain (lo&&y) 32 13 49 39
Operating Profit $ 39C $ 47 $ 877 % 1,11¢
Interest expense, net (32 (38 (63) (75)
Income Before Income Taxes $ 356§ 43t § 814 § 1,04¢

(@)

(b)

(©)
(d)

()

Note 10

Includes equity loss from investments in ursmdidated affiliates of $3 million for the quartended June 15, 20E3d equity incorr
from investments in unconsolidated affiliates of @@llion for the quarter ended June 16, 201Mcludes equity income frc
investments in unconsolidated affiliates of $4 ioilland $22 million for the years to date endedeJus 2013 and June 16, 2012
respectively.

Amounts represent depreciation reduction as atre§umpairment losses recognized related to owisilens to refranchise Compe
operated Pizza Hut dine-in restaurants in the ¢ (Sote 4) and Company operated KFC restauratieib.S.

Represents gain upon acquisition of Little &hef $74 million for the year to date ended Jube2D12. See Note -

Includes U.S. refranchising gains of $28 railliand $9 million for the quarters ended June D332and June 16, 2012espectively
Includes U.S. refranchising gains of $45 millionda®54 million for the years to date ended June2®,3 and June 16, 2012
respectively, and losses of $23 million relatednt® planned refranchising of our Pizza Hut UK dindsusiness for the year to d

ended June 16, 2012 . See Note 4.

Amounts have not been allocated to any segmemteidormance reporting purpos

- Pension Benefits

We sponsor noncontributory defined benefit pengilams covering certain futime salaried and hourly U.S. employees. The raigstifican
of these plans, the YUM Retirement Plan (the “Plam funded while benefits from the other U.S. plae @aid by the Company
incurred. During 2001, the plans covering our W&aried employees were amended such that anyesaéanployee hired or rehired by YU
after September 30, 2001 is not eligible to pgrtite in those plans. We also sponsor various elgfioenefit pension plans covering certai

our non

-U.S. employees, the most significant ofalihéire in the UK. During the quarter ended MarchZ®BL3, one of our UK plans w

frozen such that existing participants can no lorggen future service credits. Our other UK plars\weeviously frozen to future service cre

in 2011.

The components of net periodic benefit cost astettiaith our U.S. pension plans and significantiinational pension plans are as follows:
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U.S. Pension Plans International Pension Plans

Quarter ended Quarter ended
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Service cost $ 5 % 6 $ — % 1
Interest cost 12 15 2 2
Expected return on plan assets (13 (16) 2 3
Amortization of net loss 12 14 — —
Amortization of prior service cost 1 — — —
Net periodic benefit cost $ 17 % 19 % — % —
Additional loss (gain) recognized due to:
Settlement $ — 3 —  $ —  $ —
Curtailment $ — — % — 3 —
U.S. Pension Plans International Pension Plans
Year to date Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Service cost $ 10 $ 12 % — % 1
Interest cost 25 30 4 4
Expected return on plan assets (27) (32 (5) (5)
Amortization of net loss 26 29 1 —
Amortization of prior service cost 1 — — —
Net periodic benefit cost $ 35 3 3% $ — 3 —
Additional loss (gain) recognized due to:
Settlement? $ 10 $ — 8 — % —
Curtailment® $ — 8 — 8 5 $ —
(a) Loss is a result of settlement transactioosfa non-funded plan which exceeded the sum ofarsmuvice and interest costs for that

plan. The loss was recorded in unallocated Gemahbdministrative expenses.

(b) Gain is a result of terminating future servimnefits for all participants in one of our UK ipda The gain was recorded in YRI's
General and administrative expenses.

We made no contributions to the Plan during the yeaate ended June 15, 201\8/hile we are not required to make any contrilngito thi
Plan in 2013, we may choose to make additionakéligmnary contributions as part of our overall ¢alstructure strategy. We do not anticij
making any significant contributions to any planside of the U.S. in 2013.

Note 11 - Derivative Instruments

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

We enter into interest rate swaps with the objectifreducing our exposure to interest rate risk lawering interest expense for a portiol
our fixed-rate debt. At June 15, 2013, our irgerate derivative instruments outstanding hadonaii amounts of $300 millioand have be¢
designated as fair value hedges of a portion ofdedt. These fair value hedges meet the shortethiad requirements and no ineffectivel
has been recorded.

We enter into foreign currency forward contractshwihe objective of reducing our exposure to cdstw fvolatility arising from foreig
currency fluctuations associated with certain fgmecurrency denominated intercompany shenta receivables and payables. The not
amount, maturity date, and currency of these cotdranatch those of the underlying receivables ofapkes. For those foreign curre
exchange forward contracts that we have desigrees@ash flow hedges, we measure
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ineffectiveness by comparing the cumulative changée fair value of the forward contract with tb@mulative change in the fair value of
hedged item. At June 15, 2013, foreign curremecwéard contracts outstanding had a total notionaant of $493 million .

The fair values of derivatives designated as haglgistruments as of June 15, 2013 and Decemb&(22, were:

6/15/2013 12/29/2012 Condensed Consolidated Balance Sheet Location
Interest Rate Swaps - Asset $ 2C % 24 Other assets
Foreign Currency Forwards - Asset 5 — Prepaid expenses and other current assets
Foreign Currency Forwards - Liability Q) (5) Accounts payable and other current liabilities
Total $ 24 $ 1¢

The unrealized gains associated with our interast swaps that hedge the interest rate risk fayreop of our debt have been reported a
addition of $18 million to Long-term debt at Jurle 2013 and as an addition of $22 million to Lorgst debt at December 29, 201Purinc
the quarter and year to date ended June 15, 2@i&rest expense, net was reduced by $2 million$&hdhillion, respectively, for recogniz
gains on interest rate swaps. During the quartdryaar to date ended June 16, 2012 , Interest sgpaet was reduced by $4 million b
million , respectively, for recognized gains ongéénterest rate swaps.

Changes in fair value of derivative instruments:

Year to date
6/15/2013 6/16/2012

Beginning of Year Balance $ 19 3 34
Changes in fair value recognized into OCI 9 11
Changes in fair value recognized into income (€N} 4
Cash receipts 3 (8)
Ending Balance $ R 41

For our foreign currency forward contracts thedwaling effective portions of gains and losses wereognized into Accumulated OCI ¢
reclassified into income from Accumulated OCI ie tjuarters and years to date ended June 15, 2d18iae 16, 2012 :

Quarter ended Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Gains (losses) recognized into Accumulated OCIofigdix $ 5 § 11 $ 6 3 7
Gains (losses) reclassified from Accumulated O@ income, net of tax $ 5 % 10 % 5 8 7

The gains/losses reclassified from Accumulated @€ income were recognized as Other income (ex@einsour Condensed Consolide
Statements of Income, largely offsetting foreignrency transaction losses/gains recorded when dlaed intercompany receivables

payables were adjusted for foreign currency fluttums. Changes in fair values of the foreign cucseforwards recognized directly in «
results of operations either from ineffectivenesexxlusion from effectiveness testing were indigant in the quarters and years to date e
June 15, 2013 and June 16, 2012 .

Additionally, we had a net deferred loss of $11liomil, net of tax, as of June 15, 20d8hin Accumulated OCI due primarily to treasurgks
and forwardstarting interest rate swaps that were cash settlpdor years. The majority of this loss arosmni the 2007 settlement of forwi
starting interest rate swaps entered into pricthtoissuance of our Senior Unsecured Notes du®37,2and is being recognized in inte
expense through 2037 consistent with interest paygnmade on the related Senior Unsecured Notethelmuarters and years to date el
June 15, 2013 and June 16, 2Q%h insignificant amount was reclassified from émeilated OCI to Interest expense, net as a refitftese
previously settled cash flow hedges.

As a result of the use of derivative instrument&e Company is exposed to risk that the countegsastiill fail to meet their contractt
obligations. To mitigate counterparty credit riske only enter into contracts with carefully seégtimajor financial institutions based u
their credit ratings and other factors, and corgilyuassess the creditworthiness of counterpartids.
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June 15, 2013 all of the counterparties to our interest rat@asvand foreign currency forwards had investmeadigratings according to
three major ratings agencies. To date, all copatéies have performed in accordance with theitrestual obligations.

Note 12 - Fair Value Measurements

At June 15, 2013 the carrying values of cash argh aaquivalents, shotérm investments, accounts receivable and accopaysble
approximated their fair values because of the steomh nature of these instruments. The fair valupates receivable net of allowances
lease guarantees less subsequent amortizationxépptes their carrying value. The Companylebt obligations, excluding capital lea
were estimated to have a fair value of $3.2 billjpevel 2), compared to their carrying value of8Billion . We estimated the fair value
debt using market quotes and calculations basedasket rates.

Recurring Fair Value Measurements

The following table presents the fair values farsh assets and liabilities measured at fair vatua ecurring basis and the level within the
value hierarchy in which the measurements fall. tldosfers among the levels within the fair valigrdrchy occurred during the year to ¢
ended June 15, 2013 .

Fair Value
Level 6/15/2013 12/29/2012
Foreign Currency Forwards, net 2 $ 4 $ (5)
Interest Rate Swaps, net 2 2C 24
Other Investments 1 18 17
Total $ 43 % 36

The fair value of the Comparg/foreign currency forwards and interest rate swape determined based on the present value ofceeg
future cash flows considering the risks involvat;luding nonperformance risk, and using discoutgsrappropriate for the duration ba
upon observable inputs. The other investmentfudiec investments in mutual funds, which are usedffset fluctuations in deferr
compensation liabilities where employees have amdseeinvest in phantom shares of a Stock Index Fon@&ond Index Fund. The otl
investments are classified as trading securitighimiOther assets on our Condensed ConsolidategnBalSheets and their fair value
determined based on the closing market priceseofdlpective mutual funds as of June 15, 2013 awember 29, 2012 .

Non-Recurring Fair Value Measurements

(Gains) losses recognized from all non-recurririgvalue measurements during the quarters and yeatste ended June 15, 2013 dode 1¢
2012:

Quarter ended
June 15, 2013 June 16, 2012
Restaurant-level impairment (Level 3) $ 5 $ 6
Total $ 5 $ 6

Year to date

June 15, 2013 June 16, 2012
Restaurant-level impairment (Level 3) $ 5 $ 6
Refranchising related impairment - Pizza Hut UK\&le2) @ — 20
Little Sheep acquisition gain (Level 9) — (74)
Total $ 5 $ (48)

(@) See Note 4 for further discussions of Pizza WK dine4in refranchising and the acquisition of Little Sp
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Restaurant-level impairment charges are record€ldsures and impairment (income) expenses andtedsiom our semannual impairmel
evaluation of londived assets of individual restaurants that wersnd@perated at the time of impairment and had bestn offered fc
refranchising. The fair value measurements usedhé@se impairment evaluations were based on disedunash flow estimates us

unobservable inputs (Level 3). The remaining natkbealue of these assets measured at fair valud dane 15, 2013 and June 16, 2
subsequent to these impairments was not significant

Note 13 - Guarantees, Commitments and Contingencies
Lease Guarantees

As a result of (a) assigning our interest in oliliyas under real estate leases as a conditioretoefinanchising of certain Company restauri
(b) contributing certain Company restaurants toowmsolidated affiliates; and (c) guaranteeing certaiher leases, we are freque
contingently liable on lease agreements. Thessete&ave varying terms, the latest of which expime2066 . As of June 15, 2013the
potential amount of undiscounted payments we cbaldequired to make in the event of nuayment by the primary lessees was approxim
$750 million . The present value of these potém#yments discounted at our pre-tax cost of deBuae 15, 2013 was approximat&i§7t
million . Our franchisees are the primary lessesder the vast majority of these leases. We glnédrave crosddefault provisions with the
franchisees that would put them in default of tHeinchise agreement in the event of non-paymedeuthe lease. We believe these cros
default provisions significantly reduce the riskttlive will be required to make payments under thesses. Accordingly, the liability recorc
for our probable exposure under such leases at1mr#13 was not material.

Franchise Loan Pool and Equipment Guarantees

We have agreed to provide financial support, iuiegf, to a variable interest entity that opera@&sanchisee lending program used primari
assist franchisees in the development of new remti#aiin the U.S. and, to a lesser extent, in cctiore with the Companyg' refranchisin
programs. We have provided guarantees of $37amilln support of the franchisee loan program aeJiF) 2013 Loans outstanding unc
the loan pool totaled $50 million at June 15, 20dth an additional $30 million available for lendirat June 15, 2013We have determin:
that we are not required to consolidate this eristyve share the power to direct this entity'sitenedctivity with other parties.

In addition to the guarantee program described @bdJM has provided guarantees of $52 million behalf of franchisees for sevt
financing programs related to specific initiativeEhe total loans outstanding under these finanpinograms were approximately $65 milliah
June 15, 2013 .

Insurance Programs

We are self-insured for a substantial portion of ourrent and prior years’ loss exposures includvaykers’ compensation, employme
practices liability, general liability, automobiliability, product liability and property losseso(tectively, “property and casualty losses™o
mitigate the cost of our exposures for certain prigpand casualty losses, we dafure the risks of loss up to defined maximumamaurrenc
retentions on a line-by-line basis. The Comparmgntipurchases insurance coverage, up to a certaity for losses that exceed the self
insurance per occurrence retention. The insureetimum aggregate loss limits are significantly \abour actuariallydetermined probak
losses; therefore, we believe the likelihood ob&ssexceeding the insurers’ maximum aggregatdifoss is remote As of June 15, 2018nc
December 29, 2012 , we had liabilities recordeds@f-insured property and casualty losses of $tBibon and $142 million , respectively.

In the U.S. and in certain other countries, we @ self-insured for healthcare claims and forgherm disability claims for eligib
participating employees subject to certain dediediland limitations. We have accounted for ousinetd liabilities for property and casu
losses, healthcare and lotegm disability claims, including both reported andurred but not reported claims, based on inféionaprovider
by independent actuaries.

Due to the inherent volatility of actuarialtietermined property and casualty loss estimatés,réasonably possible that we could experi
changes in estimated losses which could be mater@lir growth in quarterly and annual Net Incom@HM! Brands, Inc. We believe that
have recorded reserves for property and casuadgelat a level which has substantially mitigakted gotential negative impact of adve
developments and/or volatility.
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Legal Proceedings

We are subject to various claims and contingeneikded to lawsuits, real estate, environmental@hdr matters arising in the normal col
of business. An accrual is recorded with respeatlédms or contingencies for which a loss is deteed to be probable and reasoni
estimable.

Beginning on January 24, 2013, fquurported class actions were filed in the U.S. iiisCourt for the Central District of Californiaainst th
Company and certain of its executive officers. Thenplaints allege claims under sections 10(b) &(@)2of the Securities Exchange Ac
1934 on behalf of a purported class of all perswhs purchased or otherwise acquired the Companydigly traded securities betwe
October 9, 2012 and January 7, 2013 (the “clageqigr Plaintiffs allege that during the class period,ethefants purportedly made materi
false and misleading statements concerning the @oy'p current and future business and financiatlitiom, thereby inflating the prices
which the Company's securities traded. The comiglaseek damages in an undefined amount. On MarclP@B3, twoprospective lee
plaintiffs filed motions seeking consolidation dfet fouractions, appointment as lead plaintiff, and appr@faheir selection of counsel.
addition, on March 26, 2013, the Company filed diaroto transfer venue to the U.S. District Count the Western District of Kentucky. t
May 1, 2013, the court granted: (1) the Company$ian to transfer and (2) Frankfurt Trust Investin@&WBH's motions to be appointed l¢
plaintiff, for consolidation of the cases and f@peoval of its selection of class counsel. The sgsnding in the U.S. District Court for
Central District of California were therefore clds@nd the consolidated case is now pending ittBe District Court for the Western Disti
of Kentucky. The Company denies liability and irderio vigorously defend against all claims in thesmplaints. A reasonable estimate of
amount of any possible loss or range of loss cabashade at this time.

On January 24, 2013, a purported shareholder a€dmpany (Bert Bauman) submitted a letter demanttiagthe board of directors initiate
investigation of alleged breaches of fiduciary dsitby directors, officers and employees of the GongpThe breaches of fiduciary duties
alleged to have arisen primarily as a result offtikire to implement proper controls in connectieith the Company's purchases of pot
from suppliers to the Company's China operatiomsceSthat time, similar letters by other purporstireholders have been submitted. T
letters have been referred to a committee of therdof Directors for consideration. Mr. Bauman &dueently filed a putative derivative act
in Kentucky state court as described below.

On February 8, 2013, another purported shareholidére Company (Jennifer Zona) filed a putativeidgive action in the U.S. District Col
for the Central District of California against wvaus officers and directors of the Company assettigches of fiduciary duty in connect
with an alleged scheme to mislead investors abfmitCompany's growth prospects in China. The shitehglaintiff did not first submit
demand on the board of directors of the Companlriteg this action as required under North Carolaa, and on February 13, 2013,
shareholder plaintiff requested voluntary dismissfaihe complaint. The case has been designatéclased” on the court's docket. Ms. Zc
subsequently submitted a letter similar to theststdescribed in the prior paragraph and lated fle action in Federal court in Kentucky
described below.

On May 9, 2013, Mr. Bauman filed a putative deiivataction in Jefferson Circuit Court, CommonwealfiKentucky against various office
and directors of the Company asserting breachdslwtiary duty in connection with an alleged faduro implement proper controls in

Company's purchases of poultry from suppliers ®@mpany's China operations and with an alleghdrse to mislead investors about
Company's growth prospects in China. This actiocuisently stayed pending the completion of thesteration and inquiry of the commit
of the Board of Directors. A reasonable estimatdefamount of any possible loss or range of lassiot be made at this time.

On May 21, 2013, Ms. Zona filed a putative derivataction in the U.S. District Court for the Westd@istrict of Kentucky against vario
officers and directors of the Company assertingrdasimilar to those asserted by Mr. Bauman. Thégsasubmitted a motion to reassign
case to the same judge that the securities clagmas before, which was granted on June 18, 2@&fendants' answers or respon
pleadings are due on August 9, 2013. A reasonatilma&te of the amount of any possible loss or raridess cannot be made at this time.

Taco Bell was named as a defendant in a numbewuttipe class action suits filed in 2007, 2008, 2@hd 2010 alleging violations
California labor laws including unpaid overtimeildige to timely pay wages on termination, failuoggay accrued vacation wages, failure to
minimum wage, denial of meal and rest breaks, ip@rovage statements, unpaid business expensesgfwraermination, discriminatio
conversion and unfair or unlawful business prasticeviolation of California Business & Professioiede §17200. Some plaintiffs also s
penalties for alleged violations of California'shion Code under California's Private Attorneys Gahgct as well as statutory “waiting time”
penalties and allege violations of California's &lnBusiness Practices Act. Plaintiffs seek to espnt a California statgide class of hour
employees.

19




On May 19, 2009 the court granted Taco Bell's nmoti consolidate these matters, and the consotidzee is styleth Re Taco Bell Wac
and Hour Actions The In Re Taco Bell Wage and Hour Actigniaintiffs filed a consolidated complaint in Jun@0®2, and in March 2010 t
court approved the parties' stipulation to disnfiesCompany from the action. Plaintiffs filed theiption for class certification on the vaca
and final pay claims in December 2010, and on Seip¢e 26, 2011 the court issued its order denyiegectification of the vacation and fii
pay claims. Plaintiffs then sought to certify faaparate meal and rest break classes. On Janu20¢ 2, the District Court rejected threkthe
proposed classes but granted certification withbeesto the late meal break class.

Taco Bell denies liability and intends to vigorgudkefend against all claims in this lawsuit. A r@aable estimate of the amount of any pos
loss or range of loss cannot be made at this time.

On September 28, 2009, a putative class actioedtiylarisela Rosales v. Taco Bell Cowmas filed in Orange County Superior Court.

plaintiff, a former Taco Bell crew member, alledkat Taco Bell failed to timely pay her final waggson termination and seeks restitution
late payment penalties on behalf of herself andlaily situated employees. This case appears tdupdicative of theln Re Taco Bell Wac
and Hour Actionsase described above. Taco Bell filed a motionidmibs, stay or transfer the case to the samédafisturt as thén Re Taci
Bell Wage and Hour Actionsase. The state court granted Taco Bell's moticstap the Rosales case on May 28, 2010. After dpeBnbe
2011 denial of class certification in the In Re d&ell Wage and Hour Actionsthe court granted plaintiff leave to amend herslait, whict
plaintiff filed and served on January 4, 2012. T&ml filed its responsive pleading on February2812, and plaintiff has since filegvo
additional amended complaints. On May 22, 2013,phgies agreed to settle this matter. The pasdresin the process of submitting

settlement to the court for approval. The costscaged with the settlement were not material.

On December 17, 2002, Taco Bell was named as tlemdiznt in a class action lawsuit filed in the UDgstrict Court for the Northern Distri
of California styled Moeller, et al. v. Taco Belbfp. On August 4, 2003, plaintiffs filed an amended ctaimt alleging, among other thin
that Taco Bell has discriminated against the ctdgseople who use wheelchairs or scooters for ritplily failing to make its approximate
200 Companywned restaurants in California accessible to thesc Plaintiffs contend that queue rails and o#rehitectural and structu
elements of the Taco Bell restaurants relatingheogath of travel and use of the facilities by passwith mobilityrelated disabilities do n
comply with the U.S. Americans with Disabilities tAthe “ADA”), the Unruh Civil Rights Act (the “Unuh Act”), and the California Disabl
Persons Act (the “CDPA"PIaintiffs have requested: (a) an injunction frdra District Court ordering Taco Bell to comply withe ADA anc
its implementing regulations; (b) that the Distri@burt declare Taco Bell in violation of the ADAet Unruh Act, and the CDPA; and
monetary relief under the Unruh Act or CDPA. Pldist on behalf of the class, are seeking the mimmmstatutory damages per offens
either $4,000 under the Unruh Act or $1,00@er the CDPA for each aggrieved member of thesclBlaintiffs contend that there may b
excess of 100,00thdividuals in the class. In February 2004, thetiis Court granted plaintiffs' motion for classriigication. The clas
included claims for injunctive relief and minimurnatitory damages.

In May 2007, a hearing was held on plaintiffs' Matifor Partial Summary Judgment seeking judiciglaiation that Taco Bell was in violati
of accessibility laws as to threspecific issues: indoor seating, queue rails arat dpening force. In August 2007, the court grangkdntiffs'
motion in part with regard to dining room seatihgaddition, the court granted plaintiffs' motianpart with regard to door opening forc:
some restaurants (but not all) and denied the matith regard to queue lines.

On December 16, 2009, the court denied Taco Baligon for summary judgment on the ADA claims andesed plaintiffs to seleatne
restaurant to be the subject of a trial. The tigalthe exemplar restaurant began on June 6, 281d ,on October 5, 2011 the court is<
Findings of Fact and Conclusions of Law ruling tipdaintiffs established that classwide injunctivadief was warranted with regard
maintaining compliance as to corporate Taco Beitawgrants in California. The court declined to ormgunctive relief at the time, howev
citing the pendency of Taco Bell's motions to d#fyeboth the injunctive and damages class. Thetcalgo found that twelvepecific items ¢
the exemplar store were once out of compliance agtplicable state and/or federal accessibility ciaths.

Taco Bell filed a motion to decertify the classAingust 2011, and in July 2012, the court grantecoTBell's motion to decertify the previou
certified state law damages class but denied TadbsBnotion to decertify the ADA injunctive reliefass. On September 13, 2012, the ¢
set a discovery and briefing schedule concerniegrihls of the fouindividual plaintiffs’ state law damages claims,ieththe court stated w
be tried before holding further proceedings regagdhe possible issuance of an injunction. On Sepée 17, 2012, the court issued an ¢
modifying its October 2011 Findings of Facts andh€osions of Law deleting the statement that aongfion was warranted. Plainti
appealed that order, and on June 24, 2013 the Wiintliit Court of Appeals dismissed plaintiff's @b
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Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. TacellBhas taken steps to address pote
architectural and structural compliance issuesatéstaurants in accordance with applicable stadefederal disability access laws. The ¢
associated with addressing these issues havegmiticantly impacted our results of operations. Wave provided for a reasonable estima
the possible loss relating to this lawsuit. Howewerview of the inherent uncertainties of litigati there can be no assurance that this la
will not result in losses in excess of those cutyeprovided for in our Condensed Consolidated Raial Statements. A reasonable estima
the amount of any possible loss or range of lossxtess of that currently provided for in our Camekrl Consolidated Financial Statem
cannot be made at this time.

On July 9, 2009, a putative class action styleddV&mith v. Pizza Hut, Inavas filed in the U.S. District Court for the Distriof Colorado. Th
complaint alleged that Pizza Hut did not propedimburse its delivery drivers for various automelibsts, uniforms costs, and other jok
related expenses and seeks to represent a clasdivdry drivers nationwide under the Fair Laboartards Act (FLSA) and Colorado s
law. On January 4, 2010, plaintiffs filed a motifor conditional certification of a nationwide clae$ current and former Pizza Hut, |
delivery drivers. However, on March 11, 2010, toert granted Pizza Hut's pending motion to disrfasgailure to state a claim, with leave
amend. On March 31, 2010, plaintiffs filed an amsh@omplaint, which dropped the uniform claims botaddition to the federal FLS
claims, asserted state-law class action claims rutite laws of sixteemlifferent states. Pizza Hut filed a motion to dissnthe amend
complaint, and plaintiffs sought leave to amendrtbemplaint a second time. On August 9, 2010,dbert granted plaintiffs' motion to ame
Pizza Hut filed another motion to dismiss the SeicAmended Complaint. On July 15, 2011, the Cowahtgd Pizza Hut's motion with resg
to plaintiffs’ state law claims but allowed the FA_8laims to go forward. Plaintiffs filed their Main for Conditional Certification on Augt
31, 2011, and the Court granted plaintiffs' motigril 21, 2012. The opir period closed on August 23, 2012, and the padre working t
finalize the list of opt-ins. The final number ha to be determined but is expected to be apprateiy 6,000 .

Pizza Hut denies liability and intends to vigorqudéfend against all claims in this lawsuit. A r@a@asble estimate of the amount of any pos
loss or range of loss cannot be made at this time.

On August 6, 2010, a putative class action stylechuelyn Whittington v. Yum Brands, Inc., TacolRéIAmerica, Inc. and Taco Bell Co
was filed in the U.S. District Court for the Distriof Colorado. The plaintiff seeks to represemationwide class, with the exception
California, of salaried assistant managers who w#egedly misclassified and did not receive consagion for all hours worked and did
receive overtime pay after 4urs worked in a week. The Company has been disthisom the case without prejudice. Taco Belldfiie
answer on September 20, 2010, and the parties cooedelass discovery. On September 16, 2011, iffaifited their motion for condition
certification under the FLSA. The court heard piffist motion for conditional certification undehé FLSA on January 10, 2012, grat
conditional certification and ordered the noticetbé opt-in class be sent to the putative class Ineesn Approximately 488ndividuals
submitted opin forms. On June 14, 2013, the parties agreeetiteshis matter. The parties are in the procéssibmitting the settlement
the court for approval. The costs associated highsettlement were not material.
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:
Introduction and Overview

The following Management’s Discussion and AnalysMD&A”) should be read in conjunction with the unauditechdamsed Consolidat
Financial Statements (“Financial Statements”),@lagitionary Note Regarding Forward-Looking Statemeamid our annual report on Form 10
K for the fiscal year ended December 29, 2012 ((2Borm 10-K”). Throughout the MD&A, YUM! Brand#c. (“YUM” or the “Company)
makes reference to certain performance measumssasbed below.

. The Company provides the percentage changes ergltit impact of foreign currency translation (“Fo"“Forex”). These amoun
are derived by translating current year resuligriatr year average exchange rates. We believelitmnation of the foreign curren
translation impact provides better year-to-year garability without the distortion of foreign curmnfluctuations.

. System sales growth includes the results of alkatgants regardless of ownership, including Comgamged, franchis
unconsolidated affiliate and license restaurardas tiperate our concepts, except for non-compamyed restaurants for which we
not receive a saldsased royalty. Sales of franchise, unconsolidaffiiate and license restaurants generate ongbimchise an
license fees for the Company (typically at a rdtd% to 6% of sales). Franchise, unconsolidatéiizaé and license restaurant s:
are not included in Company sales on the Conde@sedolidated Statements of Income; however, thechize and license fees
included in the Compang’revenues. We believe system sales growth isilusefinvestors as a significant indicator of theexall
strength of our business as it incorporates albwf revenue drivers, Company and franchise ssioie sales as well as net |
development.

. Same-store sales is the estimated growth in sysédes of all restaurants that have been open atha ifUM system one year or
more.

. Company restaurant profit is defined as Compangssidss expenses incurred directly by our Compastaurants in generati
Company sales. Company restaurant margin as &mage of sales is defined as Company restaurafit gdivided by Compan
sales.

. Operating margin is defined as Operating Profitdéid by Total revenue

All Note references herein refer to the accompagpyiotes to the Financial Statements. Tabular atsoare displayed in millions of U,
dollars except per share and unit count amountas atherwise specifically identified. Percentagey not recompute due to rounding.

Description of Business

YUM is the world’s largest quickervice restaurant ("QSR") company in terms ofeystestaurants, with over 39,000 restaurants irertai
130 countries and territories operating primarihder the KFC, Pizza Hut or Taco Bell brands. Then@any’s primary restaurant brands
KFC, Pizza Hut and Taco Bell — are the global lead® the quick-service chicken, pizza and Mexistyle food categories, respectively.
the over 39,000 restaurants, 75% are operateddmncHisees and unconsolidated affiliates, 20% aezadepd by the Company and 5%
operated by licensees.

YUM'’s business consists of four reporting segmentstM China (“China” or “China Division”), YUM Resturants International (“YRIor
“International Division”), United States (“U.S&r "U.S. Division") and YUM Restaurants India ("ial or "India Division"). The Chir
Division includes mainland China and the India Bioh includes India, Bangladesh, Mauritius, Nepadl &ri Lanka. YRI includes tl
remainder of our international operations. Then@hDivision, YRI and Taco Bell-U.S. now represeppiximately 85% of the Comparsy’
segment operating profits.
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Strategies

The Company continues to focus on four key strategi

Build Leading Brands in China in Every Significant Category — The Company has developed the KFC and Pizza Hatlbriato the leadir
quick service and casual dining restaurant bramespectively, in mainland China. Additionally, tf@ompany owns and operates
distribution system for its restaurants in Chinaiclithwe believe provides a significant competitilvantage. Given this strong competi
position, a growing economy and a population of HilBon in mainland China, the Company is rapidlgding KFC and Pizza Hut Cas
Dining restaurants and testing the additional testat concepts of Pizza Hut Home Service (pizzévelsl) and East Dawning (Chine
food). Additionally, on February 1, 2012 we acediran additional 66% interest in Little Sheep Gratgh (“Little Sheep"), a leading cas
dining concept in China. This acquisition brought éotal ownership to approximately 93% of the besis. Our ongoing earnings gro
model in China includes double-digit percentaget gnowth, mid-teen system sales growth, mid-simgjlgit samestore sales growth a
moderate leverage of our General and Administrgti@&A”) infrastructure, which we expect to drivep@rating Profit growth of 15%.

Drive Aggressive International Expansion and BuildStrong Brands Everywhere— Outside the U.S. and China the Company an
franchisees opened over 1,000 new restaurantsli, 28presenting 13 straight years of opening @@€érrestaurants, and the Company is
of the leading international retail developers énnis of units opened. The Company expects to momtio experience strong growth
building out existing markets and growing in newrkeas including India, France, Germany, Russia arrss Africa. As of the year en
2012, the International Division’s Operating Prdids experienced a J@ar compound annual growth rate of 12%. Our amg@arning
growth model for YRI includes Operating Profit gritmof 10% driven by 3-4% unit growth, system sajeswth of 6%, at least 2-3% same:
store sales growth, margin improvement and levecdgerr G&A infrastructure.

Dramatically Improve U.S. Brand Positions, Consistecy and Returns— The Company continues to focus on improving its.Ux&sitior
through differentiated products and marketing amih@proved customer experience. The Company als@s to provide industrieading ne\
product innovation which adds sales layers and mopaay parts. We continue to evaluate our retangsownership positions with an earn
the-right-to-own philosophy on Company¥ned restaurants. Our ongoing earnings growtheiniod the U.S. calls for Operating Profit gro
of 5% driven by same-store sales growth of at [B&stmargin improvement and leverage of our G&Aasfructure.

Drive Industry-Leading, Long-Term Shareholder and Franchisee Value- The Company is focused on delivering high retumn returnin
substantial cash flows to its shareholders thradiglilends and share repurchases. The Companyriesfahe highest returns on inves
capital in the QSR industry. The Companyividend and share repurchase programs haveneetuwsver $3.0 billion and $8.0 billion
shareholders, respectively, since 2004. The Cognpangets an annual dividend payout ratio of 35%4Q@8&6 of net income and has incree
the quarterly dividend at a douhiigit percentage rate each year since first imitgata dividend in 2004. Shares are repurck
opportunistically as part of our regular capitalisture decisions.

The ongoing earnings growth rates referenced abepeesent our average annual targets for the remdral years. Consistent with th
ongoing earnings growth rates, in December 201ihdieated our expectation of at least 10% EPS dndatt 2013. We subsequently lowe
our 2013 full year expectations in February 2018 $he China Poultry Supply Incident and Avian $éation within the Significant Knov
Events, Trends or Uncertainties Impacting or Expaédd Impact Comparisons of Reported or Future FResaction of this MD&A for furthe
discussion.
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Quarter Endedune 15, 2018lighlights

Worldwide system sales grew 1%, prior to foreigrrency translation, including 6% at YRI and 2%tlie UU.S. Syster
sales declined 12% in China.

China Division sales and profits were significarittypacted by adverse publicity surrounding Avian fis well as th
residual effect of the December poultry supply decit. See our 2012 Form XOfor further discussion of tt
December poultry supply incident.

Same-store sales declined 20% in China. Same-sébes grew 1% at YRI and 1% in the U.S.
Total international development was 315 new restats; 76% of this development occurred in emeygiarkets.

Worldwide restaurant margin declined 2.7 percengagjats to 12.5%, including a decline of 5.0 petage points il
China. Restaurant margin increased 0.8 percenigésmat YRI and 0.8 percentage points in the U.S.

Worldwide operating profit declined 20%, prior toréign currency translation, including a 63% dexlin China
Operating profit grew 12% at YRI and 4% in the U.S.

Worldwide effective tax rate, prior to Special It@ndecreased to 22.1% from 23.9%. The decreaskeirtak rat
positively impacted year-over-year EPS results ipgZentage points.

All preceding comparisons are versus the same gherigear ago and exclude the impact of SpecialdteBee the Significant Known Evel
Trends or Uncertainties Impacting or Expected tpdot Comparisons of Reported or Future Resultsoseot this MD&A for a description «

Special ltems.

Results of Operations

Quarter ended

Year to date

6/15/2013  6/16/2012 % B/(W) 6/15/2013  6/16/2012 % B/(W)
Company sales $ 2472 $ 2,767 (20 $ 4577 $ 5,10¢ (10)
Franchise and license fees and income 43C 40€ 6 86¢€ 80t 8
Total revenues $ 290« $ 3,16¢ (8) $ 543 $ 50911 (8)
Company restaurant profit $ 31C 42: (27) $ 64z $ 867 (26)
% of Company sales 12.5% 15.2%  (2.8) ppts. 14.0% 16.% (2.9) ppts.
Operating Profit $ 39C $ 473 a7 $ 877 ¢ 1,11¢ (22)
Interest expense, net 32 38 13 63 75 15
Income tax provision 82 10z 21 20z 24¢ 19
Net Income — including noncontrolling interests ~ $ 27¢  $ 33< a7 $ 61z % 794 (23)
Net Income (loss) — noncontrolling interests (5) 2 NM (6) 5 NM
Net Income — YUM! Brands, Inc. $ 281 $ 331 (15) $ 61e % 78¢ (22)
Diluted earnings per shafe $ 061 $ 06 (13 $ 13 § 16t (19)
(a) See Note 2 for the number of shares used in tihisiledion

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

The following factors impacted comparability of ogiéng performance for the quarters and/or yeardate ended June 15, 2013 ahche 1€
2012 and/or could impact comparability with the e@mder of our results in 2048 beyond. Certain of these factors were previodicusse



in our 2012 Form 10-K.
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Special Iltems

In addition to the results provided in accordandth enerally Accepted Accounting Principles in tHaited States (“GAAP"above an
throughout this document, the Company has provitsdGAAP measurements which present operating resul®013 and 2012 on a be
before Special Items. Included in Special Itemesthe U.S. refranchising gain (loss), the gain uaoquisition of Little Sheep and the los
associated with the refranchising of the Pizza Hiitdine-in business. Other Special ltems Income (Expems2P1i2 includes the depreciat
reductions from Pizza Hut UK and KFC U.S. restatgampaired upon our decision or offer to refrasehihat remained Company stores
some or all of the periods presented, gains frogh estate sales related to our previously refraschMexico business and charges relatil
U.S. G&A productivity initiatives and realignment@sources.

The Company uses earnings before Special Items lesy gperformance measure of results of operatiamstie purpose of evaluati
performance internally and Special ltems are noluted in any of our segment results. This GWAP measurement is not intendec
replace the presentation of our financial resuit@aé¢cordance with GAAP. Rather, the Company betiethat the presentation of earn
before Special Items provides additional informatio investors to facilitate the comparison of psd present operations, excluding iten
the quarters and years to date ended June 15a2@fl3une 16, 201that the Company does not believe are indicativ@uofongoing operatio
due to their size and/or nature.

Quarter ended Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012

Detail of Special Items

U.S. Refranchising gain (loss) $ 28 % 9 $ 45 % 54
Gain upon acquisition of Little Sheep — — — 74
Losses associated with refranchising the PizzalHutline-in business — 2 — (23
Other Special Items — 7 — 10
Total Special Items Income (Expense) 28 14 45 11t
Tax Benefit (Expense) on Special Iteffis 9) @) (15) 9)
Special Items Income (Expense), net of tax $ 18 3 12 8 30 % 10¢
Average diluted shares outstanding 464 471 464 47¢
Special Items diluted EPS $ 0.0t $ 00z § 007 $ 0.2z

Reconciliation of Operating Profit Before Spectainhs to Reported Operating

Profit

Operating Profit before Special Items $ 362 % 45¢ $ 83z $  1,00¢
Special ltems Income (Expense) 28 14 45 11t
Reported Operating Profit $ 39C ¢ 47:% $ 877 $  1,11¢

Reconciliation of EPS Before Special Items to RegmhEPS

Diluted EPS before Special Items $ 0.5¢ % 0.67 $ 1.2¢ $ 1.4:
Special ltems EPS 0.0t 0.0z 0.07 0.22
Reported EPS $ 061 % 0.6¢ $ 132 ¢ 1.6t

Reconciliation of Effective Tax Rate Before Spetiains to Reported
Effective Tax Rate

Effective Tax Rate before Special Items 22.1% 23.£% 24.4% 25.C%
Impact on Tax Rate as a result of Special It€ms 0.€% (0.2)% 0.4% (2.0)

Reported Effective Tax Rate 22.1% 23.1% 24.&% 23.£%
€)) The tax benefit (expense) was determined based thgoimpact of the nature, as well as the jurisoiicof the respective individl

components within Special ltems.
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U.S. Refranchising Gain (Loss)

In the quarters ended June 15, 2013 and June 18,,20e recorded net ptex refranchising gains of $28 million and $9 noifli respectivel:
in the U.S., primarily related to Taco Bell. In thears to date ended June 15, 2013 and June 18,,204 recorded net ptex refranchisin
gains of $45 million and $54 million, respectively,the U.S., primarily related to Taco Bell. Refcaising activity is more fully discussec
Note 4 and the Store Portfolio Strategy Sectiothisf MD&A.

Little Sheep Acquisitio

On February 1, 2012 we acquired an additional 6@#rést in Little Sheep for $540 million, net osbaacquired of $44 million, increasing
ownership to 93%. The acquisition was driven by stuategy to build leading brands across Chinaviery significant category. Prior to «
acquisition of this additional interest, our 27%enest in Little Sheep was accounted for underetingty method of accounting. As a resu
the acquisition we obtained voting control of ldgttBheep, and thus we began consolidating LittleeShgon acquisition. As required
GAAP, we remeasured our previously held 27% ownprishithe entity, which had a recorded value of Bidillion at the date of acquisition,
fair value based on Little Sheep's traded shaeepmmediately prior to our offer to purchase thusibess and recognized a ntash gain ¢
$74 million, which resulted in no related income é&xpense.

Pizza Hut United Kingdom ("UK") Refranchisi

During the fourth quarter of 2012, we refranchised remaining 331 Company-owned Pizza Hut dmeestaurants in the UK. The franct
agreement for these stores allows the franchisgmyocontinuing franchise fees in the initial yeafsthe agreement at a reduced rate.
agreed to allow the franchisee to pay these reddeed in part as consideration for their assumptibnlease liabilities related
underperforming stores that we anticipate they wlifise that were part of the refranchising. We geixe the estimated value of term:
franchise agreements entered into concurrently witefranchising transaction that are not consistéth market terms as part of the upfr
refranchising gain (loss). Accordingly, upon thesihg of this refranchising in the fourth quart€r2612, we recognized a loss of $53 mil
representing the estimated value of these reducetincing fees. The associated deferred credieiagoamortized into YRI's Franchise i
license fees and income over the next 4 yearsudiay $3 million and $7 million in the quarter aydar to date ended June 15, 2013
respectively. For the quarter ended June 15, 2@48 refranchising of the Pizza Hut UK dimerestaurants decreased Company sales by
and increased Franchise and license fees and inanth®perating Profit by 2% and 3%, respectively tfie YRI Division. For the year to d
ended June 15, 2013 , the refranchising of theaPizt UK dinein restaurants decreased Company sales by 19%narehsed Franchise ¢
license fees and income and Operating Profit byaR®% 3%, respectively, for the YRI Division.

During the year to date ended June 16, 2012 weded@retax losses of $23 million and a $4 million relatedome tax benefit due to the tt
planned refranchising of the remaining Company-aiWR&zza Hut UK dine-in restaurants.

China Poultry Supply Incident and Avian Flu

In late December 2012 our KFC China sales begde toegatively impacted by intense media attentizrosnding the poultry supply incid¢
in China, as further described in our 2012 FornK1@®s a result our KFC China samsésre sales in the quarter ended March 23, 201Ri14
and February for the China Division) declined 24%C China sales were further negatively impactegir@ng in April by the intense mec
surrounding Avian Flu in China. The combinationtioé intense media surrounding Avian Flu and th&lues effect of the December poul
supply incident resulted in our second quarter @Wahrough May for the China Division) KFC Chinarsastore sales declining 26%. Larg
driven by the resulting sales tirerage, China Division restaurant margins dedlifd and 5.9 percentage points for the quarteryaad tc
date ended June 15, 2013, respectively. China iDivi@perating Profit also declined by 63% and 5@%agr to foreign currency translation,

the quarter and year to date ended June 15, 2648ectively. Given the significance of our ChinaiBibn results to our overall results,

EPS before Special Items declined 16% and 12%emtfarter and year to date ended June 15, 201&ataeely.

The extensive media surrounding Avian flu in Chireg now subsided and our KFC China satoee sales improved in June, declining '
compared to a 26% decline in the second quartesh 8uprovement was in line with our previous reagvestimates. While it is difficult -
forecast the timing and extent of any additionabkery for the balance of the year in our KFC Chéades, we continue to estimate that
China Division same-store sales will be positivetfe fourth quarter of 2013.

We previously estimated that EPS before Speciaidteould experience a miingle digit percentage decline in 2013. Our ERSits for thi

first two quarters of the year have been largelystzient with our expectations and our estimatéo&dance of year China Division sarsiere
sales remains unchanged. Accordingly, a mid-sidgji& percentage decline continues to be our b&tghate for our full year EPS.
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Little Sheep Results

We began consolidating Little Sheep in 2012 upaquaing an additional 66% interest in the businéssteasing our ownership to 93% fr
27%. Upon consolidation our balance sheet reflectetiLittle Sheep assets of $765 million, includisuwy indefinitelived trademark ar
goodwill of approximately $400 million and $375 hwh, respectively. The purchase price paid forabditional 66% interest and the resul
purchase price allocation reflected both same-stakes growth and neunit development for the brand that have not yetenlized to th
extent forecasted. Sales growth was negatively dteplinitially by a longer than expected purchgseraval and ownership transition ph:
More recently, negative publicity from quality i€suwith other hot pot concepts in China has furtignificantly impacted sales at Lit
Sheep, even though there never was an issue \eithulity of Little Sheep products.

Our accounting policy requires that we evaluatesfimiteived intangible assets and goodwill for impairmentan annual basis in the fot
quarter of each year, or more often if an eventior circumstances change that indicates impairméght exist. While we continue to h:
confidence in the longerm potential of Little Sheep, if the negative ibess trends continue it may result in a deterrionahat the fair valt
of the Little Sheep trademark, reporting unit, whincludes all of the aforementioned goodwill, attbare currently less than their carry
value. If such a determination were made, we gdtei that any nonash impairment would be recorded as a Special Wé&hin our financia
statements, consistent with the classificationhef $74 million gain that was recorded in 2012 (&ether discussion of this gain within 1
Special Iltems section of this MD&A).

Given the size of Little Sheep relative to our @ie€hina business, the Little Sheep ongoing ofrggatsults have not and are not expect
materially affect our ongoing financial results.

Turkey Restaurant Acquisition

In April 2013, we acquired 65 KFC and 41 Pizza Fagtaurants from an existing franchisee in Turlay$6 million of cash and a poten
payment of up to $19 million to be made in 2016eblasn results of the business through 2015.

Impact of Foreign Currency Translation on Operatngfit

Changes in foreign currency exchange rates pobitivgpacted the translation of our foreign currerdgnominated Operating Profit in
China Division by $1 million and $3 million for trguarter and year to date ended June 15, 268dspectively, while foreign currency excha
rates negatively impacted Operating profit in olIDivision by $5 million for both the quarter agdar to date ended June 15, 2013 .

Store Portfolio Strategy

From time to time we sell Company restaurants tstieg and new franchisees where geographic syegrgan be obtained or wh
franchisees’expertise can generally be leveraged to improve auarall operating performance, while retaining amquiring Compar
ownership of strategic U.S. and international mexrke which we choose to continue investing capital

The following table summarizes our worldwide refrhising activities:

Quarter ended Year to date
6/15/2013 6/16/2012 6/15/2013 6/16/2012
Number of units refranchised 69 61 161 20C
Refranchising proceeds, pre-tax $ 74 $ 30 $ 158 % 13z
Refranchising (gain) loss, pre-tax $ (32) % (13 % 49 $ (39)

Refranchisings reduce our reported revenues andurast profits and increase the importance ofesystales growth as a key performe
measure. Additionally, G&A expenses will declineda=ranchise and license expenses can increasdimeecas a result of these refranchit
activities. The timing of G&A declines will varynd often lag the actual refranchising activitiestss synergies are typically dependent t
the size and geography of the respective dealsA &&enses included in the tables below reflecy alilect G&A that we no longer incurr
as a result of stores that were operated by ualifor some portion of the respective comparablgogddan 2012 and were no longer operate:
us as of the last day of the respective currenttgua

The impact on Operating Profit arising from refraistng is the net of (a) the estimated reductionRéstaurant profit and G&A expenses
(b) the increase in franchise fees and expensesthe restaurants that have been refranchised.tafites presented below reflect the imp
on Total revenues and on Operating Profit fromestahat were operated by us for all or some portion
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of the respective prior year period and were na@ésnoperated by us as of the last day of the réispecurrent quarter. In these tab
Decreased Company sales and Decreased Restauddittrepresents the amount of Company sales oraRestt profit earned by t
refranchised restaurants during the period we owhenh in the prior year but did not own them in therent year. Increased Franchise
license fees and income represents the franchiddi@anse fees and rent income from the refrandhisstaurants that were recorded by
Company in the current year during periods in wHith restaurants were Company stores in the psgar.yincreased Franchise and lice
expenses represent primarily rent expense and dapom where we continue to own or lease the uyihey property for the refranchis
restaurants that were recorded by the Companyeieuirent year during periods in which the restatsravere Company stores in the prior y

The following tables summarize the impact of reffzising on Total revenues as described above:

Quarter ended 6/15/13

China YRI uU.S. India Worldwide
Decreased Company sales $ 14 $ (107) $ (12¢) % — (247)
Increased Franchise and license fees and income 2 5 9 — 1€
Decrease in Total revenues $ 12 $ (102) $ (117) $ — (231)

Year to date 6/15/13

China YRI u.S. India Worldwide
Decreased Company sales $ (26) $ (212) $ (262) % — (500)
Increased Franchise and license fees and income 3 10 18 — 31
Decrease in Total revenues $ (23 % (202) $ (244 % — 3 (469
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The following tables summarize the impact of reffa@iging on Operating Profit as described above:

Quarter ended 6/15/13

China YRI u.s. India Worldwide
Decreased Restaurant profit $ 1 $ 5 $ (1€) $ —  $ (22)
Increased Franchise and license fees and income 2 5 9 — 1€
Increased Franchise and license expenses Q) — Q) — 2
Decreased G&A — 5 2 — 7
(Decrease) Increase in Operating Profit $ — % 5 % 6 $ — ¢ D

Year to date 6/15/13

China YRI U.S. India Worldwide
Decreased Restaurant profit $ 3 $ 9 $ 29 ¢ — $ (42)
Increased Franchise and license fees and income 3 10 18 — 31
Increased Franchise and license expenses 2 D 2 — (5)
Decreased G&A — 10 4 — 14
(Decrease) Increase in Operating Profit $ 2 $ 10 % 9 $ — 3 (1)

Internal Revenue Service Proposed Adjustment

On June 23, 2010, the Company received a RevenamtAgeport (RAR) from the Internal Revenue Senfite “IRS”) relating to it
examination of our U.S. federal income tax retuiorsfiscal years 2004 through 2006. The IRS hayppsed an adjustment to increase
taxable value of rights to intangibles used outsigeU.S. that YUM transferred to certain of itsefign subsidiaries. The proposed adjust
would result in approximately $700 million of addial taxes plus net interest to date of approxafiya$235 million for fiscal years 2004-
2006. On January 9, 2013, the Company receiveBAR from the IRS for fiscal years 2007 and 2008.ekpected, the IRS proposed
adjustment similar to their proposal for 20Bd06 that would result in approximately $270 miiliof additional taxes plus net interest to da
approximately $35 million for fiscal years 2007 af@08. Furthermore, the Company expects the IR&age similar claims for yee
subsequent to fiscal 2008. The potential addititaeds for 2009 through 2012, computed on a sinbdeis to the 2002008 additional taxe
would be approximately $130 million plus net in&r® date of approximately $5 million.

We believe that the Company has properly repoidedhie income and paid taxes in accordance withicape laws and that the propo:
adjustments are inconsistent with applicable incdaxelaws, Treasury Regulations and relevant case We intend to defend our posit
vigorously and have filed a protest with the IR the final resolution of the proposed adjustmestmains uncertain, the Company '
continue to provide for its position in accordamdgéh GAAP. There can be no assurance that payntkrésupon final resolution of this is:
will not exceed our currently recorded reserve sunch payments could have a material, adverse effeotir financial position. Additionally,
increases to our reserves are deemed necessaty flitare developments related to this issue, socteases could have a material, adv
effect on our results of operations as they arerckxl. The Company does not expect resolutiohisfatter within twelve months and car
predict with certainty the timing of such resolutio

29




Restaurant Unit Activity

Worldwide
Beginning of year
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarter
% of Total

China

Beginning of year
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarter

% of Total

YRI

Beginning of year
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarter

% of Total

Total
Unconsolidated Excluding
Franchisees Company Affiliates Licensee®)
28,60¢ 7,57¢ 66(C 36,84¢
424 37z 24 821
(125 12t — —
161 (1617) — —
(284 (89 (5) (377)
6 — — 6
28,79( 7,827 67¢ 37,29¢
7% 21% 2% 10%
Total
Unconsolidated Excluding
Franchisees Company Affiliates Licensees
51¢ 4,547 66C 5,72¢
2 30c 24 32¢
6 (6) — —
14 (59) ®) (70)
51z 4,79( 67¢ 5,98:
9% 80% 11% 10%
Unconsolidated  Total Excluding
Franchisees Company Affiliates Licensee$®
13,32; 1,17¢ — 14,50(
311 41 — 352
(109) 10¢ — —
28 (28 — —
(177 (1€) — (187)
13,38: 1,28¢ — 14,66
91% 9% —% 100%
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Total

Unconsolidated Excluding
United States Franchisees Company Affiliates Licensee®)
Beginning of year 14,29 1,73: — 16,027
New Builds 99 27 — 12¢
Acquisitions (16) 16 — —
Refranchising 127 (127) — —
Closures (89) (18 — (107)
Other 6 — — 6
End of quarter 14,42: 1,631 — 16,05:
% of Total 90% 10% —% 10%

Total

Unconsolidated Excluding
India Franchisees Company Affiliates Licensees
Beginning of year 472 12C — 592
New Builds 12 5 — 17
Acquisitions — — — —
Refranchising — — — —
Closures (20 3 — (13
Other — — — —
End of quarter 47t 12z — 597
% of Total 8(% 20% —% 10%

(a) The Worldwide, YRI and U.S. totals exclude31,1127 and 2,004 licensed units, respectiveljuae 15, 2013 While there are r
licensed units in China, we have excluded fromWwarldwide and China totals 7 Compaawned units that are similar to licen
units. There are no licensed units in India. Thitsuexcluded offer limited menus and operate in-traditional locations like mall
airports, gasoline service stations, train staigubways, convenience stores, stadiums and amuosgrags where a full sc¢
traditional outlet would not be practical or eféot. As licensed units have lower average unégssablumes than our traditional ul
and our current strategy does not place a signifieenphasis on expanding our licensed units, weaddelieve that providing furth
detail of licensed unit activity provides signifidesor meaningful information at this time.

System Sales Growth
The following table details the key drivers of gtsales growth for each reportable segment fogtiaeter and year to date ended Jun

2013 vs. June 16, 2012. Net unit growth and otkpresents the net impact of actual system sal@stigrdue to new unit openings ¢
historical system sales lost due to closures akasedny necessary rounding.
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Quarter ended 6/15/13 vs. Quarter ended 6/16/12

China YRI u.S. India® Worldwide
Same-store sales growth (decline) (20)% 1% 1% 7% (2)%
Net unit growth and other 8 5 1 24 3
Foreign currency translation 2 (4) N/A (9) Q)
% Change (10)% 2% 2% 22% —%
% Change, excluding forex (12)% 6% N/A 31% 1%

Year to date 6/15/13 vs. Year to date 6/16/12

China YRI u.S. India® Worldwide
Same-store sales growth (decline) (20)% 1% 1% (2)% ()%
Net unit growth and other 10 4 1 21 4
Foreign currency translation 1 (2) N/A @) Q)
% Change (9)% 3% 2% 12% —%
% Change, excluding forex (10)% 5% N/A 19% 1%
(a) At the beginning of fiscal 2013, we eliminated fieriod lag that we previously used to facilitate teporting of our India Divisior

results. Accordingly, the India Division's 2013 eed quarter results include the months of Marcbugh May 2013 and the 2013 y
to date results include the months of January tiiraday 2013. Due to the immateriality of the Indéavision's results we did n
restate the prior year operating results for thmiahtion of this period lag and therefore the 2@&2ond quarter results continu
include the months of February through April 2012 ahe 2012 year to date results include the mooth3ecember 2011 throu
April 2012. Additionally, the table above compatasse months. If we had compared like months in32012012, India Divisio
system sales, excluding the impact of foreign ewyetranslation, and sanstere sales would have been lower by 7% and
respectively, for the quarter ended June 15, 20iBIndia Division system sales, excluding the iotd foreign currency translatic
and same-store sales would have been higher byn#%%, respectively for the year to date ended 1602013 .

Company Operated Store Results

The following tables detail the key drivers of tipgarter-over-quarter and year-owerar changes of Company sales and Restaurant for
each reportable segment.

Store portfolio actions represent the net impachefv unit openings, acquisitions, refranchisingd atore closures on Company sale
Restaurant profit. The impact of new unit openiagd acquisitions represent the actual Company saild Restaurant profit for the periods
Company operated the restaurants in the curremtbyealid not operate them in the prior year. Thpact of refranchisings and store clos
represent the actual Company sales and Restauddittfpr the periods in the prior year while the@pany operated the restaurants but di
operate them in the current year.

The impact on Company sales within the Other colpmmarily represents the impact of sastere sales. The impact on Cost of sales, Ci
labor and Occupancy and other within the Othermoluepresents the impact of sastere sales, as well as the impact of changessis coic
as inflation/deflation. The impact on costs frormsastore sales varies to the extent the sstmie sales change is due to a change in pr
the number of transactions or sales mix.
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The dollar changes in Company sales and Restaprrafitt were as follows:

China
Quarter ended

Store Portfolio
Income / (Expense) 6/16/2012 Actions Other FX 6/15/2013
Company sales $ 153t $ 132 % (26¢) $ 30 % 1,42¢
Cost of sales (536 (41) 11¢ (20 (469)
Cost of labor (293) (31 12 @) (319
Occupancy and other (46€) (59) 41 (a0) (489
Restaurant profit $ 24C % 6 $ 97 $ 3 % 152
Restaurant Margin 15.6% 10.€%

Year to date

Store Portfolio
Income / (Expense) 6/16/2012 Actions Other FX 6/15/2013
Company sales $ 2,73¢ % 286 % (503 $ 43 % 2,562
Cost of sales (949) (90 20¢ (14 (8449
Cost of labor (487) (68) 9 (20 (550
Occupancy and other (782) (109 77 (14 (828)
Restaurant profit $ 522 % 21 % (208) $ 5 % 34C
Restaurant Margin 19.1% 13.2%

In the quarter ended June 15, 2013, the increaShiima Company sales and Restaurant profit assalcwith store portfolio actions was driy
by newunit development, partially offset by restaurardscires. Significant other factors impacting Compaales and/or Restaurant pr
were Company same-store sales declines of 18%hanichpact of wage rate inflation.

In the year to date ended June 15, 2013, the iser@aChina Company sales and Restaurant proficaged with store portfolio actions v

driven by newdnit development and the 2012 acquisition of LitHeeep, partially offset by restaurant closuregniicant other factol
impacting Company sales and/or Restaurant profiev@@mpany same-store sales declines of 19% arichgeet of wage rate inflation.
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RI

Quarter ended

Store Portfolio

Income / (Expense) 6/16/2012 Actions Other FX 6/15/2013
Company sales $ 577  $ 69 $ 8 $ (10 $ 50€
Cost of sales (189 13 (4) 4 (17€)
Cost of labor (14%) 24 (€N} 2 (120
Occupancy and other (17%) 28 2 3 (14€)
Restaurant profit $ 68 $ 4 $ 1 3 1) $ 64
Restaurant Margin 11.8% 12.€%

Year to date

Store Portfolio

Income / (Expense) 6/16/2012 Actions Other FX 6/15/2013
Company sales $ 1,08 % (154 $ 23 % 5) $ 95C
Cost of sales (35€) 32 (8 3 (329
Cost of labor (27%) 51 2 1 (225)
Occupancy and other (325 62 (20 1 (272)
Restaurant profit $ 13C % 9 $ 3 3 — 3 124
Restaurant Margin 12.(% 13.1%

In the quarter and year to date ended June 15, 20&3lecrease in YRI Company sales and Restaprafit associated with store portfa
actions was driven by the refranchising of our rieing Company-owned Pizza Hut diimerestaurants in the UK in the fourth quarter 612
New-unit development partially offset the decline idesarelated to refranchising. Significant othertéas impacting Company sales an
Restaurant profit was Company sastere sales growth of 2% and 3% in the quarter yeat to date ended June 15, 2013, respect
partially offset by higher restaurant operatingtsos
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Quarter ended
Store Portfolio

Income / (Expense) 6/16/2012 Actions Other 6/15/2013
Company sales $ 63C $ (119 $ ® $ 51C
Cost of sales (182 35 — (147
Cost of labor (182 33 2 (147)
Occupancy and other (15€) 31 2 (123)
Restaurant profit $ 11C  $ (15) $ 2 $ 93
Restaurant Margin 17.5% 18.2%

Year to date
Store Portfolio

Income / (Expense) 6/16/2012 Actions Other 6/15/2013
Company sales $ 1252 % (23¢) $ 1 % 1,01¢
Cost of sales (364) 73 (@D} (292)
Cost of labor (375 73 4 (29¢)
Occupancy and other (319 66 — (247)
Restaurant profit $ 20C % (26) $ 4 3 17¢
Restaurant Margin 16.(% 17.€%

In the quarter and year to date ended June 15,,2B&3lecrease in U.S. Company sales and Restaundittassociated with store portfc
actions was driven by refranchising, partially eff9y new-unit development. Company sastwre sales declines of 1% also impa
Company sales in the quarter ended June 15, 2@iBp&any same-store sales were flat for the yeaat® ehded June 15, 2013.

Franchise and License Fees and Income

% Increase

% Increase (Decrease)
Quarter ended (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ 2 $ 21 9) (11)
YRI 207 19¢ 8 11
u.s. 19¢ 18¢ 6 N/A
India 4 4 12 20
Worldwide $ 43C % 40€ 6 8
% Increase
% Increase (Decrease)
Year to date (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ 38 % 40 (7) (8)
YRI 432 39z 10 12
u.s. 38¢ 36€ 6 N/A
India 7 7 8 15
Worldwide $ 86€ $ 80¢ 8 8
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China Franchise and license fees and income dedtebE% and 8% for the quarter and year to datededdee 15, 2013, respective
excluding the impact of foreign currency translatiorhe decreases were due to franchise ssore- sales declines partially offset
refranchising.

YRI Franchise and license fees and income incred$ee and 12% for the quarter and year to date edded 15, 2013, excluding the img
of foreign currency translation. The increases wdnigen by new-unit development, franchise sastore sales growth and refranchis
primarily the Pizza Hut UK diné@ business in the fourth quarter of 2012. The yeadate ended June 15, 2013 increase was alsendijy
transfer and renewal fees from a major franchiseership change in the first quarter of 2013.

U.S. Franchise and license fees and income inale@g¥efor the quarter and year to date ended Jun@E3. The increases were driver
refranchising and franchise same-store sales growth

General and Administrative Expenses

% Increase

% Increase (Decrease)
Quarter ended (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ PN % 81 9 7
YRI 96 10z (5) 3
u.s. 98 11€ (14) N/A
India 8 6 8 16
Unallocated 41 41 — N/A
Worldwide $ 33 % 34¢ (4) 4)
% Increase
% Increase (Decrease)
Year to date (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ 148 $ 12¢ 12 10
YRI 17¢ 184 (8) @)
u.s. 192 21z 9 N/A
India 12 10 16 23
Unallocated 87 83 6 N/A
Worldwide $ 60€ $ 61€ ) &)

China G&A expenses for the quarter ended June @53,2excluding the impact of foreign currency ttatien, increased due to increa
compensation costs due to higher headcount and infiggon.

China G&A expenses for the year to date ended 16n2013, excluding the impact of foreign curretranslation, increased due to incre:
compensation costs due to higher headcount and imflgéon and additional G&A as a result of condating Little Sheep beginning in 1
second quarter of 2012.

YRI G&A expenses for the quarter ended June 153284cluding the impact of foreign currency tratisia, decreased due to the refranchi
of our remaining Company-owned Pizza Hut UK dingestaurants in the fourth quarter of 2012 amupilag certain prior year headqua
restructuring costs, partially offset by higher éhe@unt in strategic growth markets.

YRI G&A expenses for the year to date ended June203%3, excluding the impact of foreign currencgnslation, decreased due to
refranchising of our remaining Company-owned Pidea UK dinein restaurants in the fourth quarter of 2012, sspencurtailment gain in tl
first quarter of 2013 related to one of our UK @amnd lapping certain prior year headquarter restring costs, partially offset by higt
headcount in strategic growth markets.
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U.S. G&A expenses for the quarter ended June 153 B@creased due to lapping legal settlement chaegerded in the quarter ended Jun:
2012, a reduction of incentive compensation castsrafranchising.

U.S. G&A expenses for the year to date ended J6n2013 decreased due to lapping legal settlenfearges recorded in the quarter er
June 16, 2012, refranchising and a reduction afritice compensation costs.

Unallocated G&A expenses for the quarter ended 157013 included higher legal and professionas feffset by a reduction of incent
compensation costs.

Unallocated G&A expenses for the year to date erdded 15, 2013 increased due to a pension settteczharge of $10 million in the fir
quarter of 2013, partially offset by a reductiorirafentive compensation costs and lower convergimhmeeting costs.

Franchise and License Expenses

% Increase

% Increase (Decrease)
Quarter ended (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ 3 % 2 46 43
YRI 12 11 17 22
u.s. 18 13 20 N/A
India 1 — NM NM
Worldwide $ 34 % 26 25 27
% Increase
% Increase (Decrease)
Year to date (Decrease) Excluding FX
6/15/2013 6/16/2012
China $ 5 % 3 48 46
YRI 24 21 14 15
u.s. 34 28 19 N/A
India 1 — NM NM
Worldwide $ 64 $ 52 21 21

China Franchise and license expenses for the guearteyear to date ended June 15, 2013, exclumgripact of foreign currency translati
increased due to higher franchise-related rentresgpand depreciation as a result of refranchising.

YRI Franchise and license expenses for the quartdryear to date ended June 15, 2013, excludingripact of foreign currency translati
increased due to higher franchise-related rentresgpand depreciation as a result of franchiseeurgindevelopment and refranchising.

U.S. Franchise and license expenses for the quamttyear to date ended June 15, 2013 increasedusi due to lapping a reduction in
provision for pastiue receivables and higher current year marketoggsc respectively. Other factors impacting therigmaand year to de
ended June 15, 2013 were higher current year fisgchlated rent expense and depreciation as # oésafranchising.
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Worldwide Other (Income) Expense

Quarter ended Year to date

6/15/2013 6/16/2012 6/15/2013 6/16/2012
Equity income from investments in unconsolidatddiafes @ $ 3 % 9 $ 4 $ (22
Gain upon acquisition of Little She&b — — — (74
Foreign exchange net (gain) loss and ofher 6 2 5 1C
Other (income) expense $ 9 % (M ¢ 19 (86)
(a) Declines from prior year are due to the impact Bf<sales declines in China on net income of ouonsalidated affiliate
(b) See Note 4 for further discussion of the acquisitbLittle Sheeg
(c) The year to date ended June 16, 2012 incl§@esillion of deal costs related to the acquisitidriittle Sheep that were allocated to

the China Division for performance reporting pugms
Worldwide Closure and Impairment Expense and Refrachising (Gain) Loss
See the Store Portfolio Strategy section for maitiof our refranchising activity and Note 4 foisummary of the Closure and impairn

(income) expenses and Refranchising (gain) losgpgrtable operating segment.
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Operating Profit

Quarter ended Year to date
% %
6/15/2013 6/16/2012 B/(W) 6/15/2013  6/16/2012 B/(W)
China $ 68 $ 182 (63) $ 222 $ 43¢ (49
YRI 163 15C 8 362 31¢ 14
u.s. 173 16€ 4 33¢ 324 4
India (4 (2 (64) (6) (1) NM
Unallocated and General and administrative
expenses (47) (47) — (87) (83 (6)
Unallocated Occupancy and other — 5 NM — 9 NM
Unallocated Other income (expense) (@0} — NM Q) 74 NM
Unallocated Refranchising gain (loss) 32 13 NM 49 39 27
Operating Profit $ 39C $ 47% (17 $ 877 $ 1,11¢ (22)
China Operating margin 4.7 % 11.€% (6.9) ppts. 8.5% 15.£% (7.5 ppts.
YRI Operating margin 22.£% 19.5% 3.3 ppts. 26.2% 21.5% 4.7 ppts.
U.S. Operating margin 24.5% 20.£% 4.1 ppts. 24.1% 20.1% 4.C ppts.
India Operating margin (11.% (9.59% (1.€) ppts. (11.9H% (3.2% (8.2) ppts.

China Division Operating Profit decreased 63% mdarter ended June 15, 2013. The decrease was tyf samestore sales declines as v
as higher G&A expenses, partially offset by the actpof newrinit development. Foreign currency had a negligifsipact on China operati
profit for the quarter ended June 15, 2013.

China Division Operating Profit decreased 49% i ykar to date ended June 15, 2013, including &V able impact from foreign currer
translation. Excluding foreign currency, the deseewas driven by sansere sales declines and higher G&A expenses afigrtiffset by th
impacts of new-unit development and the impactheiLittle Sheep acquisition.

YRI Division Operating Profit increased 8% in theagter ended June 15, 2013, including a 4% unfélerenpact from foreign curren
translation. The refranchising of our Pizza Hut dike4in business in the fourth quarter of 2012 favorabipacted Operating Profit by 3
Excluding foreign currency and the Pizza Hut UKraethising, the increase was driven by the imphsame-store sales growth and nemit
development, partially offset by higher restauigmarating costs.

YRI Division Operating Profit increased 14% in tywar to date ended June 15, 2013, including a 2&varable impact from foreign currer
translation. The refranchising of our Pizza Hut dike4in business in the fourth quarter of 2012 favorabipacted Operating Profit by 3
Excluding foreign currency and the Pizza Hut UKraethising, the increase was driven by the impacame-store sales growth, newvit
development, transfer and renewal fees from a nfegoichise ownership change in the first quarte2@f3 and a pension curtailment gai
the first quarter of 2013, partially offset by hégtrestaurant operating costs.

U.S. Operating Profit increased 4% in the quartedleel June 15, 2013. This increase included a hieokfl0% due to lapping of leg
settlement charges recorded in the quarter endeel 76, 2012. Refranchising unfavorably impacted r@peg Profit by 3%. Excluding tl
benefit from lapping legal settlement charges dredunfavorable impact from refranchising, the daseewas driven by higher Franchise
license expense, partially offset by net new-usitelopment.

U.S. Operating Profit increased 4% in the yeardtectended June 15, 2013. This increase includeghefib of 5% due to lapping of leg
settlement charges recorded in the year to datedefuhe 16, 2012. Refranchising unfavorably imgh€perating Profit by 3%. Excluding 1
benefit from lapping legal settlement charges dwedunfavorable impact from refranchising, the iasewas driven by sanstere sales grow
and net new-unit development.

Unallocated Other income (expense) for the yealate ended June 16, 2012 includes a cestt gain of $74 million related to our acquisi
of Little Sheep. See Note 4.

Unallocated Refranchising gain (loss) for the geraaind year to date ended June 15, 2013 incluégsygains of $28 million and $45 millic
respectively, related to our U.S. refranchisinge Sete 4.
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Unallocated Refranchising gain (loss) for the qeragind year to date ended June 16, 2012 incluggsupigains of $9 million and $54 millic
respectively, related to our U.S. refranchisingdiidnally, the year to date ended June 16, 20tRides losses of $23 million due to the 1
planned refranchising of our remaining Company-aivRezza Hut UK dine-in restaurants. See Note 4.

Interest Expense, Net

Quarter ended Year to date
6/15/2013  6/16/2012 % B/(W) 6/15/2013 6/16/2012 % B/(W)
Interest expense $ 35 % 42 15 $ 68 $ 82 17
Interest income 3 4) (36) (5) @) (39
Interest expense, net $ 32§ 38 13 $ 63 $ 75 15

Interest expense, net decreased 13% for the quantkrl5% for the year to date ended June 15, 2E3to lower average borrowir
outstanding compared to the prior quarter and i@date.

Income Taxes

Quarter ended Year to date
6/15/2013 6/16/2012  6/15/2013 6/16/2012
Income taxes $ 82 $ 10z $ 20z $ 24¢
Effective tax rate 22. % 23. % 24.8% 23.%

Our effective tax rate was lower than the expetiesl federal statutory rate of 35% primarily duehte majority of our income being earned
outside of the U.S. where tax rates are genemet than the U.S. rate.

Our second quarter effective tax rate was lowen ttiee prior year primarily due to the favorable aopof the resolution of uncertain
positions in certain tax jurisdictions.

Year to date, our effective tax rate was highentttee prior year due to lapping the impact of tir@ $nillion gain recognized upon ¢
acquisition of additional interest in Little She&ghich resulted in no related tax expense. This peasally offset by the favorable impact of
resolution of uncertain tax positions in certaix jizrisdictions.

Consolidated Cash Flows

Net cash provided by operating activitiesvas $729 million versus $924 million in 2012. Trecbase was primarily due to lower opere
profit before Special Items.

Net cash used in investing activitiesvas $410 million versus $596 million in 2012. Thecrease was primarily driven by lapping
acquisition of Little Sheep and release of relatsdricted cash. See Note 4.

Net cash used in financing activitiesvas $587 million versus $539 million in 2012. Tinerease was driven by increased share repurc
and dividends, partially offset by increased sltenta borrowings.

Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatestantial cash flows from the operations of @mpany stores and from our exten
franchise operations which require a limited YUMestment. Net cash provided by operating actwitias exceeded $1 billion in each of
last eleven fiscal years, including over $2 billionboth 2012 and 2011. We expect these levetebtash provided by operating activitie
continue in the foreseeable future. However, wegeen downturns in our business could adverselgdtrgur cash flows from operations fr
the levels historically realized.

In the event our cash flows are negatively impadigdbusiness downturns, we believe we have thetyahd temporarily reduce o
discretionary spending without significant impazour long-term business prospects. Our discratipapending includes
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capital spending for new restaurants, acquisitimhgestaurants from franchisees, repurchases oesta our Common Stock and divide
paid to our shareholders. As of June 15, 2@&3also had approximately $1.2 billion in unusepacity under our revolving credit facility tt
expires in November 2017.

China and YRI represented more than 70% of the @Gmyip segment operating profit in 2012 and both geeresasignificant amount
positive cash flows that we have historically ugedfund our international development. To the ektee have needed to repatr
international cash to fund our U.S. discretionasaslit spending, including share repurchases, dividlerd debt repayments, we h
historically been able to do so in a tax efficiardnner. If we experience an unforeseen decreasgr icash flows from our U.S. business ot
unable to refinance future U.S. debt maturities,may be required to repatriate future internaticreinings at tax rates higher than we |
historically experienced.

We currently have investment-grade ratings froon&ad & Poor’s Rating Services (BBB) and Moaynvestors Service (Baa3). While
do not anticipate a downgrade in our credit ratemglowngrade would increase the Compargtrrent borrowing costs and could impact
Company'’s ability to access the credit markets-effstctively, if necessary. Based on the amount eemposition of our debt alune 1£
2013, which included no borrowings outstanding underaredit facility, our interest expense would naiterially increase on a full year be
should we receive a one-level downgrade in oungati

Discretionary Spending

In the year to date ended June 15, 20%@ invested $472 million in capital spending,litng $285 million in China, $117 million in YF
$60 million in the U.S. and $10 million in India.

In the year to date ended June 15, 2013 , we repsed shares for $324 million. At June 15, 20%@ had remaining capacity to repurct
up to $629 million (excluding applicable transantii@es) of our outstanding Common Stock through M@¢4 under the November 2(
authorization. See Note 3.

During the year to date ended June 15, 2042 paid cash dividends of $301 million. Additadly, on May 15, 2013 our Board of Direct
approved a cash dividend of $0.335 per share of@amStock, to be distributed on August 2, 2013harsholders of record at the closi
business on July 12, 2013. The Company is tamge@tinongoing annual dividend payout ratio of 35%4Q@&6 of net income.

Borrowing Capacity

Our primary bank credit agreement comprises a Billisn syndicated senior unsecured revolving dréalcility (the "Credit Facility") whic
matures in March 2017 and includes 24 participabagks with commitments ranging from $23 million $&15 million. We believe tt
syndication reduces our dependency on any one bank.

Under the terms of the Credit Facility, we may barrup to the maximum borrowing limit, less outstizmgdletters of credit or banker’
acceptances, where applicable. At June 15, 204® unused Credit Facility totaled $1.2 billioetrof outstanding letters of credit of ¢
million and no outstanding borrowings. The intenege for most borrowings under the Credit Facitiypges from 1.00% to 1.75% over
“London Interbank Offered Rate” (“LIBOR")The exact spread over LIBOR under the Credit Rgiadill depend upon our performance ur
specified financial criteria. Interest on any oaigting borrowings under the Credit Facility is dalgaat least quarterly.

The Credit Facility is unconditionally guarantegddur principal domestic subsidiaries. This agreettontains financial covenants relatin
maintenance of leverage and fixeldarge coverage ratios and also contains affirrmaivd negative covenants including, among otheg#
limitations on certain additional indebtedness ks, and certain other transactions specifiethinagreement. Given the Compangtroni
balance sheet and cash flows we were able to comiphy all debt covenant requirements at June 18324ith a considerable amount
cushion. Additionally, the Credit Facility containsosseefault provisions whereby our failure to make aayment on our indebtedness
principal amount in excess of $125 million, or teceleration of the maturity of any such indebtsdnevill constitute a default under s
agreement.
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The majority of our remaining longrm debt primarily comprises Senior Unsecured Blatigh varying maturity dates from 2014 through Z
and interest rates ranging from 2.38% to 6.88%e $hnior Unsecured Notes represent senior, unskobimations and rank equally in rif
of payment with all of our existing and future uogeed unsubordinated indebtedness. Amounts odistarunder Senior Unsecured Nc
were $2.8 billion at June 15, 201®ur Senior Unsecured Notes provide that the acagbn of the maturity of any of our indebtedness
principal amount in excess of $50 million will cditste a default under the Senior Unsecured Ndtesdh acceleration is not annulled, or ¢
indebtedness is not discharged, within 30 days afitce.

Recently Adopted Accounting Pronouncements
See Note 5 for further details of recently adogtedounting pronouncements.
New Accounting Pronouncements Not Yet Adopted

In March 2013, the Financial Accounting Standaradmf8 (“FASB”) issued Accounting Standards Update R@13-05,Foreign Currenc
Matters, (Topic 830): Parent's Accounting for thenulative Translation Adjustment upon DerecognitidiCertain Subsidiaries or Groups
Assets within a Foreign Entity or of an Investmiand Foreign Entity(ASU 201305), to resolve a diversity in accounting for thenulative
translation adjustment of foreign currency uponedegnition of a foreign subsidiary or group of assASU 201395 requires the parent
apply the guidance in Subtopic 830-30 to releageralated cumulative translation adjustment intbineomew hen a reporting entity (pare
ceases to have a controlling financial interest Bubsidiary or group of assetghin a foreign entity. Accordingly, the cumulative tréat®n
adjustment should be released into net income ibrihe sale or transfer results in the completesastantially complete liquidation of 1
foreign entity in which the subsidiary or groupasfsets had resided. Further, ASU 2053larified that the parent should apply the gnadair
subtopic 810-10 if there is a sale of an investniresat foreign entity, including both (1) events thaguk in the loss of a controlling financ
interest in a foreign entity and (2) events thautein an acquirer obtaining control of an acaeirewhich it held an equity interest immedia
before the acquisition date. Accordingly, the cumtivk translation adjustment should be releasexiriat income upon the occurrence of tl
events. ASU 20185 is effective prospectively for the Company irr fitst quarter of fiscal 2014, with early adoptipermitted. We do n
believe the adoption of this standard will havégaificant impact on our consolidated financialtstaents.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

There were no material changes during the quanigec June 15, 2013 to the disclosures made in1#emwf the Company’s 2012 Form 10-K.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company has evaluated the effectiveness adeébign and operation of its disclosure controls pratedures pursuant to Rules 113ge’
and 15d15(e) under the Securities Exchange Act of 193dfdlse end of the period covered by this reporas@&l on the evaluation, perforr
under the supervision and with the participationtttd Companys management, including the Chairman and Chief &kex Officer (the
“CEQ”) and the Chief Financial Officer (the “CFO’the Company’s management, including the CEO an@,@Bncluded that the Companry’
disclosure controls and procedures were effectvef ahe end of the period covered by the report.

Changes in Internal Control

There were no significant changes with respech& @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 15, 2013 .
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Cautionary Note Regarding Forward-Looking Statemens

From time to time, in both written reports and asttements, we present “forward-looking stateniemtthin the meaning of Section 27A
the Securities Act of 1933, as amended, and Se2tiéof the Securities Exchange Act of 1934, asrateé. We intend all forwarkboking
statements to be covered by the safe harbor pomésif the Private Securities Litigation Reform A£11995.

Forwardiooking statements can be identified by the faet they do not relate strictly to historical or mnt facts. These statements @
include words such as “may,” “will,” “estimate,” fiend,” “seek,” “expect,” “project,” “anticipate,”believe,” “plan” or other simila
terminology. These forwardoking statements are based on current expectatiod assumptions and upon data available atrifeedf th
statements and are neither predictions nor guasrgkfuture events or performance. The forwlaoking statements are subject to risks
uncertainties, which may cause actual results fierdinaterially from those projected. Factors thauld cause actual results and even
differ materially from our expectations and forwdodking statements include (i) the risks and uraieties described in Manageme
Discussion and Analysis of Financial Condition d&ebults of Operations included in Part I, Item @ any Risk Factors in Part II, ltem 1A
this report, (ii) the risks and uncertainties ddwea in the Risk Factors included in Part I, lteth 4f our Form 10K for the year ende
December 29, 2012nd (iii) the factors described in the ManagemebBiscussion and Analysis of Financial Condition aRdsults c
Operations included in Part Il, Item 7 of our Fol-K for the year ended December 29, 201%ou should not place undue reliance
forward-looking statements, which speak only athefdate hereof. We are not undertaking to upalayeof these statements.
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Report of Independent Registered Public Accountindrirm

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

We have reviewed the accompanying condensed cdasadi balance sheet of YUM! Brands, Inc. and Sudosas (“YUM”) as of June 1
2013, the related condensed consolidated staterokimsome and comprehensive income for the twalvé twentyfour weeks ended June
2013 and June 16, 2012, and the related condemsstllated statements of cash flows for the twéody weeks ended June 15, 2013
June 16, 2012. These condensed consolidated falastatements are the responsibility of YUM's mamagnt.

We conducted our reviews in accordance with thedstads of the Public Company Accounting Oversigbafél (United States). A review
interim financial information consists principalhy applying analytical procedures and making inggiiof persons responsible for financial
accounting matters. It is substantially less inpgcthan an audit conducted in accordance withtdredards of the Public Company Accoun
Oversight Board (United States), the objective @ich is the expression of an opinion regarding fthancial statements taken as a wr
Accordingly, we do not express such an opinion.

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

We have previously audited, in accordance with stendards of the Public Company Accounting OvetsBbard (United States), t
consolidated balance sheet of YUM as of DecembefQ®2, and the related consolidated statemeritscofme, comprehensive income, ¢
flows and shareholders' equity (deficit) for thechl year then ended (not presented herein); amdiirreport dated February 19, 2013,
expressed an unqualified opinion on those condelléinancial statements. In our opinion, the infation set forth in the accompany
condensed consolidated balance sheet as of Dec&8p2012, is fairly stated, in all material reggedn relation to the consolidated bals
sheet from which it has been derived.

/sl KPMG LLP

Louisville, Kentucky
July 16, 2013
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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 Compsn@ondensed Consolidated Finar
Statements set forth in Part | of this report.

Iltem 1A. Risk Factors

We face a variety of risks that are inherent inlouginess and our industry, including operatiolegal, regulatory and product risks. Such 1
could cause our actual results to differ materi&gm our forwardiooking statements, expectations and historicaldse Other than the ri
noted below, there have been no material changesttne risk factors disclosed in Part I, Item 1As®RFactors’in our Annual Report on Fot
10-K for the year ended December 29, 2012 .

We could be required to recognize non-cash impaitrobarges relating to the Little Sheep businedhénfuture.

Upon our initial consolidation of Little Sheep oelfuary 1, 2012, our balance sheet reflected LEHeep assets of $765 million, including
indefinitedived trademark and goodwill of approximately $4@0lion and $375 million, respectively. The purchgwice paid and the result
purchase price allocation reflected both same-stakes growth and neunit development for the brand that have not yetenlized to th
extent forecasted. Our accounting policy requiheg we evaluate indefinitéred intangible assets and goodwill for impairmentan annu.
basis in the fourth quarter of each year, or mdtenaf an event occurs or circumstances changeitidécates impairment might exist. Wt
we continue to have confidence in the ldegn potential of Little Sheep, if the negative ibess trends continue it may result i
determination that the fair value of the Little 8perademark, reporting unit, which includes allthé aforementioned goodwill, or both
currently less than their carrying value. In themvof such a determination, we would be requitedetord a norash impairment on o
financial statements, which in turn could have dvease impact on our financial position and resoitsperations.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information as of Jurke 2013with respect to shares of Common Stock repurchbgdtie Company during t
quarter then ended:

Total number of shares Approximate dollar value
purchased as part of  of shares that may yet be

Total number of shares publicly announced plans purchased under the plans
purchased Average price paid per or programs or programs
Fiscal Periods (thousands) share (thousands) (millions)

Period 4

3/24/13-4/20/13 473 $66.20 473 $844
Period 5

4/21/13-5/18/13 1,721 $68.11 1,721 $726
Period 6

5/19/13-6/15/13 1,386 $70.22 1,386 $629

Total 3,580 $68.68 3,580 $629

In November 2012, our Board of Directors authorighdre repurchases through May 2014 of up to $ibrbilexcluding applicable transact
fees) of our outstanding Common Stock. For thetgu@nded June 15, 2013, all share repurchasesmaste under 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 Interimn&ncial Information (Acknowledgement of Indepenc
Registered Public Accounting Firm)

Certification of the Chairman and €Htxecutive Officer pursuant to Rule 1B4fa) of Securities Exchange /
of 1934, as adopted pursuant to Section 302 ob#rbanes-Oxley Act of 2002.

Certification of the Chief Financi@ifficer pursuant to Rule 13b4(a) of Securities Exchange Act of 1934
adopted pursuant to Section 302 of the SarbanesyQydt of 2002.

Certification of the Chairman and Chief Executivéfi€@r pursuant to 18 U.S.C. Section 1350, as aeft
pursuant to Section 906 of the Sarbanes-Oxley A2002.

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

XBRL Instance Document

XBRL Taxonomy Extension Schebmument

XBRL Taxonomy Extension Calctita Linkbase Document
XBRL Taxonomy Extension Labeihkbase Document
XBRL Taxonomy Extension Prea@ioh Linkbase Document

XBRL Taxonomy Extension Defioit Linkbase Document
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SIGNATURES

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

YUM! BRANDS, INC.
(Registrant)

Date:July 16, 2013 /sl David E. Russell
Vice President, Finance and Corporate Controller
(Principal Accounting Officer)
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Acknowledgement of Independent Registered Public Aounting Firm

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

We hereby acknowledge our awareness of the userofeport dated July 16, 2013, included within @earterly Report on Form 1Q- ol
YUM! Brands, Inc. for the twelve and twentyur weeks ended June 15, 2013, and incorporateckfigyence in the following Registrat

Statements:
Description Registration Statement Number
Form S-3
YUM! Direct Stock Purchase Program 333-46242
Debt Securities 333-188216
Form S-8
Restaurant Deferred Compensation Plan 333-36@88¢£32050
Executive Income Deferral Program 333-36955
YUM! Long-Term Incentive Plan 333-36895, 333-850333-32046
SharePower Stock Option Plan 333-36961
YUM! Brands 401(k) Plan 333-36893, 333-32048, 333-109300
YUM! Brands, Inc. Restaurant General Manager
Stock Option Plan 333-64547
YUM! Brands, Inc. Long-Term Incentive Plan 333-520333-109299, 333-170929

Pursuant to Rule 436(c) under the Securities Ad3#3 (the “Act”),such report is not considered part of a registnasimtement 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 #wet.

/sl KPMG LLP
Louisville, Kentucky

July 16, 2013



Exhibit 31.1
CERTIFICATION

I, David C. Novak, certify that:

1.

2.

(@)

(b)

(c)

(d)

(@)

(b)

| have reviewed this report on Form QMf YUM! Brands, Inc

Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, néauisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,adher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant, as of, amgdthe periods presented in this report

The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

designed such disclosure controls and proceduresawsed such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this report is being prepared;

designed such internal control over financial réipgt or caused such internal control over finahi@aorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

evaluated the effectiveness of the registsadisclosure controls and procedures and presémtdiks report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

disclosed in this report any change in theastegnt’s internal control over financial reportititat occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrans' other certifying officer and | have disclosedsédxh on our most recent evaluation of internal @brdwer financie
reporting, to the registrant’s auditors and theitasmmmittee of the registrastboard of directors (or persons performing thevedent
function):

all significant deficiencies and material weaknessethe design or operation of internal controkofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

any fraud, whether or not material, that imesl management or other employees who have ais@ntifrole in the registrarg’interna
control over financial reporting.

Date:July 16, 2013 /s/ David C. Novak

Chairman and Chief Executive Officer



Exhibit 31.Z

CERTIFICATION

I, Patrick J. Grismer, certify that:

1.

2.

(@)

(b)

(c)

(d)

(@)

(b)

| have reviewed this report on Form QMf YUM! Brands, Inc

Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, néauisg with respect to t
period covered by this report;

Based on my knowledge, the financial statementd,adher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant, as of, amgdthe periods presented in this report

The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

designed such disclosure controls and proceduresawsed such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this report is being prepared;

designed such internal control over financial répgr or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneeabepted accounting principles;

evaluated the effectiveness of the registsadisclosure controls and procedures and presémtdis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbm® that has materially affected, or is reasoy
likely to materially affect, the registrant’s intexl control over financial reporting; and

The registrant’ other certifying officer and | have disclosedsdih on our most recent evaluation of internal @brdver financie
reporting, to the registrant’s auditors and theitaemmmittee of the registrarstboard of directors (or persons performing thevedent
function):

all significant deficiencies and material weaknessgethe design or operation of internal controkiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

any fraud, whether or not material, that imeal management or other employees who have aisa@mtifrole in the registrargt’interna
control over financial reporting.

Date:July 16, 2013 /sl Patrick J. Grismer

Chief Financial Officer



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 10-Q for the qaaended June 15, 2013&s filec
with the Securities and Exchange Commission ordtite hereof (the “Periodic Reportl),David C. Novak, Chairman and Chief Execu
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Sectiéno®the Sarbane®xley Act of 200z
that:

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

2. the information contained in the Periodic Repoitifgresents, in all material respects, the finahcondition and results of operatic
of the Company.

Date:July 16, 2013 /s/ David C. Novak
Chairman and Chief Executive Officer

A signed original of this written statement reqdifey 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.

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 10-Q for the qaaended June 15, 2013&s filec
with the Securities and Exchange Commission ordtte hereof (the “Periodic Reportl),Patrick J. Grismer, Chief Financial Officer die
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

1. the Periodic Report fully complies with the requirents of Section 13(a) or 15(d) of the Securitieshiange Act of 1934; al

2. the information contained in the Periodic Repoitifgresents, in all material respects, the finahcondition and results of operatic
of the Company.

Date:July 16, 2013 /sl Patrick J. Grismer
Chief Financial Officer

A signed original of this written statement reqdifey 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.



