YUM BRANDS INC

FORM 10-12B/A

(Amended Registration Statement)

Filed 8/20/1997

Address

Telephone
CIK
Industry
Sector
Fiscal Year

1441 GARDINER LANE
LOUISVILLE, Kentucky 40213
502-874-8300

0001041061

Restaurants

Services

12/31

Generated by EDGAR Online Pro
http //pro edgar-enline com

EDGAR
[__Online’|

Contact EDGAR Online
Customer Semwice: 203-352-5666
Corporate Sales: 212-457-8200



No. 1-13163

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Amendment No. 2

FORM 10/A

GENERAL FORM FOR
REGISTRATION OF SECURITIES

Pursuant to Section 12(b) or (g) of
the Securities Exchange Act of 1934

TRICON GLOBAL RESTAURANTS, INC.

Incorporated in North Carolina

1441 Gardiner Lane
Louisville, Kentucky 40213

(502) 456-8300
(Address of Principal Executive Offices)

13-3951308
(I.R.S. Employer Identification No.)

Securities to be registered pursuant to Sectioh)12(
of the Securities Exchange Act of 1934:

Title of Each Class Name of Eac h Exchange on Which
to be so Registered Each Class is to be Registered
Common Stock, New Yor k Stock Exchange

(without par value)

Securities to be registered pursuant to Sectiog)1f(the Act: None



EXPLANATORY NOTE

This amended Form 10 Registration Statement has frepared on a prospective basis on the assuntpadramong other things, the
Distribution (as hereinafter defined) and the edaransactions contemplated to occur prior tcootemporaneously with the Distribution v
be consummated as contemplated by the Informatiatei@ent which is a part of this amended Registnefitatement. There can be no
assurance, however, that any or all of such traiogecwill occur or will occur as so contemplatéehy significant modifications or variations
in the transactions contemplated will be refledted further amendment or supplement to this ame:iREgistration Statemer



CROSS REFERENCE
TRICON GLOBAL RESTAURANTS, INC.

INFORMATION INCLUDED IN INFORMATION STATEMENT
AND INCORPORATED IN FORM 10 BY REFERENCE

CROSS-REFERENCE SHEET BETWEEN INFORMATION STATEMENT
AND ITEMS OF FORM 10

Iltem 1. Business.

The information required by this item is containgder the sections entitled "Introduction,” "Busis®f TRICON," "Selected Combined
Financial Data," "Management's Discussion and Agiga)y"Combined Financial Statements" and "Condei&embined Financial
Statements” in the Information Statement dated , 1997 attached hereto as Annex A (the "InféloneStatement") and such sections
are incorporated herein by reference.

Item 2. Financial Information.

The information required by this item is containgdler the sections entitled "Selected Combinedrf€iadData" and "Management's
Discussion and Analysis" in the Information Statatrend such sections are incorporated herein leyaete.

Item 3. Properties.

The information required by this item is containgdler the section entitled "Business of TRICON héDt in the Information Statement and
such section is incorporated herein by reference.

Item 4. Security Ownership of Certain Beneficial Omers and Management.

The information required by this item is containedier the sections entitled "Management of TRIC@bard Compensation and Benefits,
"Management of TRICON - Stock Ownership of Execaitdfficers and Directors," and "New Stock-Based kmeeéntive Plans of TRICON"
in the Information Statement and such sectionsr&x@porated herein by reference.

Iltem 5. Directors and Executive Officers.

The information required by this item is containedier the sections entitled "Management of TRICANrectors" and "Management of
TRICON - Executive Officers" in the Information Statementiauch sections are incorporated herein by reter



Item 6. Executive Compensation.

The information required by this item is containgdler the sections entitled "Management of TRICbard Compensation and Benefits,"
"Executive Compensation" and "New Stock-Based adritive Plans of TRICON" in the Information Stagsrhand such sections are
incorporated herein by reference.

Item 7. Certain Relationships and Related Transactins.

The information required by this item is containedier the sections entitled "The Distribution - &Hesof the Distribution," and "The
Distribution

- Relationship between PepsiCo and TRICON afteDtiséribution” in the Information Statement andIssections are incorporated herein by
reference.

Item 8. Legal Proceedings.

The information required by this item is containgdler the section entitled "Business of TRICON héDt in the Information Statement and
such section is incorporated herein by reference.

Item 9. Market Price of and Dividends on the Regisant's Common Equity and Related Stockholder Mattes.

The information required by this item is containgdler the sections entitled "Management of TRIC(tock Ownership of Executive
Officers and Directors," and "Description of TRIC@M¥pital Stock" in the Information Statement andhssections are incorporated hereit
reference.

Item 10. Recent Sales of Unregistered Securities.

On May 30, 1997, as part of its original incorpamat TRICON issued 100 shares of its Common Stfarka total consideration of $5.00, to
PepsiCo, which is and will be TRICON's sole shal@dountil the Distribution has been completed fahe Distribution Date as defined and
described in the section "The Distribution" of théormation Statement, which section is incorpaddterein by reference. Subsequent to the
Distribution, PepsiCo will hold no equity intereéstTRICON. However, immediately after the Distrilmrt Date, TRICON shares will be
owned by PepsiCo's pension trust on behalf of Bepsiemployees.

Item 11. Description of Registrant's Securities tte Registered.

The information required by this item is containgdier the section entitled "Description of TRICOBpRal Stock" in the Information
Statement and such section is incorporated hegeirference. Reference is also made to the Restatiies of Incorporation and Bylaws of
TRICON Global Restaurants, Inc. which are set fagtexhibits 3.01 and 3.02 hereto.

Iltem 12. Indemnification of Directors and Officers.

The information required by this item is containedier the section entitled "Indemnification of i@rs” in the Information Statement and
such section is incorporated herein by refere



Item 13. Financial Statements and other Supplementga Data.

The information required by this item is containgdler the sections entitled "Combined Financialedtants," "Condensed Combined
Financial Statements" and "Pro Forma Condensed @euli-inancial Statements" on pages F-1 through Bf3he Information Statement
and such sections are incorporated herein by medere

Item 14. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure.
Not Applicable.

Item 15. Financial Statements and Exhibits.

(a) Financial Statements.

The information required by this item is containedhe "Index to Financial Statements" on Pagedfthe Information Statement and such
information is incorporated herein by reference.

(b) Exhibits.
The following documents are filed as exhibits haret

Exhibit
No. Description Page Ni

2.01 Form of Separation Agreement ............

3.01 Restated Articles of Incorporation ......

3.02*  Bylaws ......ccccooiiiiiiiiiiieeee

10.01 Form of Tax Separation Agreement ........
10.02  Form of Employee Programs Agreement .....

10.03* Form of Telecommunications, Software and Computing

Services Agreement.....occccceeeenceees s
10.04** Employment Agreement between TRICON Globa | Restaurants, Inc. and

Andrall E. Pearson.......cccccoeeeeeeeees e
10.05** Sales and Distribution Agreement between PFS,

Pizza Hut, Taco Belland KFC.............. s
21.01** Active Subsidiaries of TRICON as of Octob er6,1997..............
27.01 Financial Data Schedule For Year-End 1996 ...

27.02  Financial Data Schedule For Second Quarte r1997...ccccviiiiinnnns

* Previously filed. ** Filed with this amendmer



SIGNATURES

Pursuant to the requirements of Section 12 of #wmufities Exchange Act of 1934, the registrantchdg caused this amendment to the
registration statement to be signed on its behathb undersigned, thereunto duly authorized.

TRICON GLOBAL RESTAURANTS, INC.

August 20, 1997 By ANDRA LL E. PEARSON
Andra Il E. Pearson
Chair

man of the Board



ANNEX A
SUBJECT TO COMPLETION DATED AUGUST 20, 1997
INFORMATION STATEMENT

TRICON GLOBAL RESTAURANTS, INC.
Common Stock
(without par value)

This Information Statement is being furnished bp$t€o, Inc. ("PepsiCo") in connection with the disition (the "Distribution”) to holders

of record of PepsiCo Capital Stock at the closbusiness on September 19, 1997 of one share of oarstack, without par value (the
"Common Stock"), of TRICON Global Restaurants, IfffRICON" or the "Company"), for every ten shacepsiCo Capital Stock held of
record as of that date. Fractional shares, otlzer those held by participants in certain Pepsi@aglwill be aggregated into whole shares of
TRICON Common Stock and sold on the open markehbyDistribution Agent (as hereinafter defined)thithe proceeds thereof distributed
to holders who would otherwise be entitled to reeeiuch fractional shares. See "The Distributidtanner of Effecting the Distribution.”

The Company is a wholly-owned subsidiary of Pepsi@a result of transactions entered into in catiog with the Distribution, as of
11:59:59 E.D.T. on October 6, 1997 (the "DistribatDate"), TRICON will own substantially all of theisinesses and assets of, and will be
responsible for substantially all of the liabilgiassociated with, PepsiCo's core restaurant tassne

The Distribution will be effective on the Distriboh Date. No consideration will be paid by PepssGhiareholders for shares of TRICON
Common Stock. There is no current public marketlier TRICON Common Stock, although it is expectet & "when issued" trading mar
will develop prior to the Record Date (as hereimaftefined). Application has been made to listitReCON Common Stock on the New Y¢
Stock Exchange (the "NYSE").

NO VOTE OF SHAREHOLDERS IS REQUIRED IN CONNECTION W ITH THIS
DISTRIBUTION. NO PROXIES ARE BEING SOLICITED, AND Y OU
ARE REQUESTED NOT TO SEND US A PROXY.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SEC URITIES
COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMM IS-
SION OR ANY STATE SECURITIES COMMISSION PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS INFORMATION
STATEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THIS INFORMATION STATEMENT DOES NOT CONSTITUTE AN O FFER TO SELL OR
THE SOLICITATION OF AN OFFER TO BUY ANY SECURITIES.

The date of this Information Statement is 971
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INFORMATION STATEMENT

This Information Statement is being furnished sotelprovide information to shareholders of Pepsi@®m will receive shares of TRICON
Common Stock in the Distribution. It is not, andhis to be construed as, an inducement or encomnegteto buy or sell any securities of
PepsiCo or TRICON. The information contained irs timformation Statement is believed to be accuaatef the date set forth on its cover.
Changes may occur after that date, and neitheii®eper TRICON will update the information exceptthe normal course of their
respective public disclosures.

SUMMARY

This summary is qualified by the more detailed infation set forth elsewhere in this Informationt&taent, which should be read in its
entirety. Unless the context otherwise requirggefierences in this Information Statement to Repshall include PepsiCo's subsidiaries, (ii)
references to TRICON or the Company shall incluBCON's subsidiaries, and (iii) references to TRNC@ the Company prior to the
Distribution Date shall refer to the core restaukarsinesses, KFC, Pizza Hut and Taco Bell, asatpaty PepsiCo.

THE DISTRIBUTION

Distributing Company............cccceeeeeuneenn. PepsiCo, Inc.
TRICON Global Restaurants, Inc................... TRICON Global Restaurants, Inc., a North Caroli na
corporation, is the world's largest quick servi ce

restaurant business in terms of the number of

units, with more than 29,000 KFC, Pizza Hut and

Taco Bell system units generating over $20 bill ion
in annual worldwide system sales.

Distribution Ratio..............cccocvvvvinnnns One share of TRICON Common Stock for every ten
shares of PepsiCo Capital Stock. Fractional sha res,
other than those held by participants in certai n
PepsiCo plans, will be aggregated into whole sh ares
of TRICON Common Stock and sold on the open mar ket
by the Distribution Agent, with the proceeds
thereof distributed to holders who would otherw ise
be entitled to receive such fractional shares. See
"The Distribution - Manner of Effecting the
Distribution." No payment need be made by Peps iCo
shareholders for the shares of TRICON Common St ock
to be received by them, nor will they be requir ed

to surrender or exchange



Shares to be Distributed.........................

Conditions to the Distribution...................

Trading Market and Symbol..............c.cc......

Record Date........

Distribution Agent

PepsiCo Capital Stock in order to receive TRICO
Common Stock.

Approximately 152 million shares of TRICON Comm
Stock, based on the number of shares of PepsiCo
Stock outstanding as of July 11, 1997. PepsiCo
retain no ownership in TRICON. However, immedi
after the Distribution Date, TRICON shares will

by PepsiCo's pension trust on behalf of PepsiCo
employees.

The Distribution is subject to a number of
conditions, including (i) a favorable ruling of
Internal Revenue Service concerning the tax-fre
nature of the Distribution, (ii) appropriate st
market conditions for the Distribution, (iii)
various regulatory approvals, and (iv) approval
PepsiCo's Board of Directors of the final terms
the Distribution, including, without limitation

the formal declaration of a dividend to PepsiCo
shareholders and other specific actions necessa
to the Distribution. The conditions in clauses
(ii) and (iv) above have been satisfied. The on
significant pending regulatory approval is the
declaration of the effectiveness of the Form 10
the PepsiCo Board of Directors does not intend
this condition. The PepsiCo Board of Directors
modify or abandon the Distribution at any time
the Distribution Date.

There is currently no public market for the TRI
Common Stock. Application has been made to

list the TRICON Common Stock on the NYSE under
the symbol "YUM". It is presently anticipated

the TRICON Common Stock will be approved for
listing on the NYSE prior to the Distribution D

and trading is expected to commence on a

"when issued" basis prior to the Record Date.

September 19, 1997.

BankBoston, N.A.
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Distribution Date..................

Tax Consequences.............

Reasons for the Distribution

October 6, 1997. PepsiCo will transfer shares
TRICON to the Distribution Agent for the benefi
the record holders of PepsiCo Capital Stock at
close of business on the Record Date. TRICON
will participate in the Direct Registration Sys

to effect the Distribution, and shares of TRICO
Common Stock will be distributed to PepsiCo sha
holders in book-entry form. Commencing on or a
the Distribution Date, the Distribution Agent w
begin mailing account statements reflecting own
of shares of TRICON Common Stock to such holder
record of PepsiCo Capital Stock. See "The Dist
Manner of Effecting the Distribution."

PepsiCo received a ruling from the Internal
Revenue Service to the effect that the Distribu
will be tax free to PepsiCo and its shareholder
for U.S. Federal income tax purposes. See "The
Distribution - Certain U.S. Federal Income

Tax Consequences of the Distribution" for a mor
detailed description of the Federal income tax
consequences of the Distribution.

PepsiCo's management and Board of Directors hav
concluded that the Distribution is in the best
interests of PepsiCo and its shareholders. The
believe that the Distribution will (i) help to

alleviate competitive barriers to expanding
PepsiCo's fountain beverage business, (ii) allo
PepsiCo to focus its attention on its packaged
goods businesses, Pepsi-Cola and Frito-Lay, by
creating a separate company focused on PepsiCo’
core restaurant businesses, and (iii) permit
PepsiCo and TRICON to offer management incentiv
more directly tied to the performance of their
respective businesses. PepsiCo management also
that a separate restaurant company with strateg
organizational goals and employee incentives mo
narrowly focused will be best able to maximize
financial performance.
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Relationship between PepsiCo and

TRICON after the Distribution.................... After the Distribution, PepsiCo will have no
ownership interest in TRICON, and TRICON will b e
an independent publicly-owned company. However ,
immediately after the Distribution Date, TRICON shares
will be owned by PepsiCo's pension trust on beh alf of
PepsiCo's employees. PepsiCo and TRICON will e nter

into certain agreements governing their

relationship subsequent to the Distribution.

The agreements will provide for each party to m ake
certain services, records and personnel availab le
to the other. They will also provide for

allocation of assets, liabilities and

responsibilities between them with respect to

employee benefits and compensation and for

allocation of tax and certain other liabilities

between them for periods prior to and after the

Distribution.

TRICON Dividend Policy...........ccceeerunnen. The payment and level of cash dividends by TRIC ON
after the Distribution will be subject to the
discretion of the TRICON Board of Directors.
Dividend decisions will be based on a nhumber of

factors including TRICON's operating results an d
financial requirements on a stand-alone basis

as well as credit agreement and legal restricti ons
relating thereto. See "Description of TRICON C apital

Stock - Dividends."

Principal Office of TRICON...................... 1441 Gardiner Lane
Louisville, KY 40213
(502) 456 - 8300

SHAREHOLDERS WITH QUESTIONS MAY CALL:
For questions relating to the Distribution anddaly of TRICON stock certificates, call BankBostdbhA. at:
(800) 226-0083
For other questions, call PepsiCo's Manager, SbitehRelations at:

(914) 253-3055



NO PERSON IS AUTHORIZED BY PEPSICO OR TRICON TO GAWNY INFORMATION OR TO MAKE ANY REPRESENTATIONS
OTHER THAN THOSE CONTAINED IN THIS INFORMATION STAEMENT, AND, IF GIVEN OR MADE, SUCH INFORMATION Ot
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVINCHEHEN AUTHORIZED.



INTRODUCTION

TRICON Global Restaurants, Inc., a North Carolingporation originally organized in May 1997, is mntly a wholly-owned subsidiary of
PepsiCo, Inc. The management and Board of DirectoPepsiCo, after careful review and analysisgheancluded that the Distribution is in
the best interests of PepsiCo and its shareholdibes; believe that the Distribution will (i) help &lleviate competitive barriers to expanding
PepsiCo's fountain beverage business, (ii) allopsio to focus its attention on its packaged gdngsnesses, Pepsi-Cola and Frito-Lay, by
creating a separate company focused on PepsiGe'sesiaurant businesses, and (iii) permit Pepai@TRICON to offer management
incentives more directly tied to the performancéheir respective businesses. PepsiCo managensenbealieves that a separate restaurant
company with strategies, organizational goals angleyee incentives more narrowly focused will bstkable to maximize its financial
performance. To effect the Distribution, PepsiC# distribute all the outstanding Common Stock &ICON to PepsiCo shareholders.

Merrill Lynch & Co. ("Merrill Lynch") has served dgancial advisor to PepsiCo's management in cotioe with the Distribution. Merrill
Lynch will receive customary fees including expenfi its services as financial advisor. PepsiCodiso agreed to indemnify Merrill Lynch
against certain liabilities and expenses in conaratith its services as financial advisor. In duufi, Merrill Lynch and its affiliates have
acted, and may in the future act, as an underwioteand have participated as members of undengrgtyndicates with respect to, offerings
of PepsiCo securities, and Merrill Lynch has effecsecurities transactions for Pepsico and perfdfinancial advisory services in
connection with certain acquisitions and disposiiby PepsiCo. Merrill Lynch has received fees fidapsiCo in the past for these services.
Merrill Lynch may in the future serve as an undétevrof TRICON securities.

Upon completion of the Distribution, TRICON will liee world's largest quick service restaurant ("Q®®@mpany based on units, with more
than 29,000 units in 95 countries and territorfdRICON will use three of the most recognized restaticoncepts, Pizza Hut, Taco Bell and
KFC, to sell its products through a system of Bottmpany-operated and franchised units. In 1996CTR's worldwide system sales
exceeded $20 billion. As one of only two major glbplayers, TRICON will have the advantage of digant scale in activities ranging from
purchasing to technology. In addition, the Comphay a solid track record of operating innovatidrgrey cash generation capabilities and
clear areas of growth potential.

TRICON's business, including background on the epts; its operating systems, management and ategir for managing the refranchising
of the store portfolio, is described below, follaWey a discussion of the industry and how TRICQHlifito the industry today, and then by a
discussion of the competitive advantages availebERICON. See "Business of TRICON."

From time to time, in both written and oral stateise TRICON and PepsiCo may discuss expectatiqzawdang TRICON's future
performance. These "forward-looking statements'baised on currently available competitive, finahared economic data and TRICON's
operating plans. They are also inherently uncedait



investors must recognize that actual results cturld out to be significantly different than whatswexpected. Among the many factors that
can cause actual results to differ are economigatitical conditions in the countries and terrigzrwhere TRICON operates, the impact of
such conditions on consumer spending, pricing pressresulting from competitive discounting, newdurct and concept development by
other food industry competitors, and fluctuatiomgedmmodity prices.

BUSINESS OF TRICON
Concepts

The TRICON organization is currently made up ofrfoperating divisions organized around its three amncepts, KFC, Pizza Hut and Taco
Bell. KFC is based in Louisville, Kentucky; Pizzaithnd TRICON Restaurants International ("TRICORtnational") are headquartered in
Dallas, Texas; and Taco Bell is based in Irvindjf@aia.

Each of TRICON's four operating divisions is enghgethe operation, development, franchising aoérising of a system of both traditional
and non-traditional QSR units. Non-traditional griiiclude express units and kiosks which have @nimited menu and operate in non-
traditional locations like airports, gas and corieane stores, stadiums, amusement parks and celledpere a full-scale traditional outlet
would not be practical or efficient. In additiohete are approximately 367 units housing more tmenconcept ("2nls"). Of these,
approximately 354 units offer both the full KFC noesnd a limited menu of Taco Bell products, andraxmately 13 units offer both the full
KFC menu and a limited menu of Pizza Hut products.

In each concept, consumers can either dine inroy cat food. In addition, Taco Bell and KFC offedrive-through option in many stores.
Pizza Hut and, on a much more limited basis, KH€rafelivery service.

Each concept has proprietary menu items and engasagie preparation of food with high quality irdjests as well as unique recipes and
special seasonings to provide appealing, tastyastrakctive food at competitive prices.

KFC

KFC operates in 74 countries and territories thhmug the world under the name "Kentucky Fried Caitkand/or "KFC." It was founded in
Corbin, Kentucky by Colonel Harland D. Sandersearly developer of the quick service food busirss$a pioneer of the restaurant
franchise concept. The Colonel perfected his sdxdestd of 11 herbs and spices for Kentucky Frie@kdn in 1939 and signed up his first
franchisee in 1952. By the time KFC was acquiredPbpsiCo in 1986, it had grown to approximately08,6nits in 55 countries and
territories.

KFC restaurants offer fried chicken products anmdealso offer non-fried chicken-on-the-bone produaith the principal entree items sold
in pieces under the names Original Recipe, ExtstyT@rispy and Tender Roast. Other principal ente¥as include Chunky Chicken Pot
Pies, Colonel's Crispy Strips, and various chic



sandwiches. KFC restaurants also offer a variesidd items, such as biscuits, mashed potatoegrang, cole slaw and corn, as well as
desserts and non-alcoholic beverages. Their deatraracterized by the image of the Colonel antihdis/e packaging includes the "Bucket"
of chicken.

In 1996, KFC's worldwide system sales of over $8obi grew faster than the industry average evengih the number of restaurants in its
global system did not materially increase. Thisgtowas largely due to the impact of new produstsi@aown by the fact that same store sales
in Company-operated stores in the U.S. increased®¥995, same store sales for Company-operabedssin the U.S. were also strong,
increasing 7%. For the first half of 1997, KFC sastmre sales growth for Company-operated uniteént.S. was consistently positive
resulting in a 4% growth rate for the 24 week pebridverage U.S. system-wide sales per traditionélio 1996 were $775,000.

Pizza Hut

Pizza Hut operates in 84 countries and territdhesughout the world under the name "Pizza Hut" f@adures a variety of pizzas with
different toppings as well as pasta, salads, safthgiand other food items and beverages. Thedistrdecor features a bright red roof.

The first Pizza Hut restaurant was opened in 185&/ichita, Kansas, and within a year, the firshfflaise unit was opened. By 1977, when
Pizza Hut was acquired by PepsiCo, its U.S. reatdigystem had grown to nearly 3,200 units. ToB#&za Hut is the largest restaurant chain
in the world specializing in the sale of ready-ti-pizza products. As of year-end 1996, the conlsagtgrown to more than 12,300 units.

In 1996, worldwide system sales exceeded $7.bbjllhowever, U.S. same store sales at Company-tegeuaits decreased 4% reflecting
fewer transactions. In contrast, U.S. same stdes s&e Company-operated units had increased a4#lith 1995 driven by the introduction of
new products, such as Stuffed Crust Pizza. IniteeHalf of 1997, same store sales at Companyateérunits in the U.S. declined 7% at
Pizza Hut. This reflects an 8% decline in the fipsarter and a 5% decline in the second. In tis¢ fiur weeks of the third quarter, however,
same store sales were once again achieving pogitoveth over the prior year. Average U.S. systerdengales per unit in 1996 were
$620,000.

For ten of the last twelve years, Pizza Hut wasewhBest Pizza Chain in America in the "Choice irai@h" national consumer survey
published annually by RESTAURANTS & INSTITUTIONS MBAZINE. Also, the January 1997 CONSUMER REPORTS edifizza Hut
as the best pizza chain in America.

Taco Bell

Taco Bell operates under the name "Taco Bell" aettislizes in Mexican style food products, includirarious types of tacos and burritos,
salads, nachos and other related items. The fast Bell restaurant was opened in 1962 by GleniBé&lowney, California, and in 1964 the
first Taco Bell franchise was sold. By 1978, whewas acquired by PepsiCo, the Taco Bell systemghean to approximately 1,000 uni



Today, Taco Bell dominates the U.S. Mexican QSRread. Taco Bell units feature a distinctive bejdoon their signage.

By year-end 1996, there were more than 6,800 TatlouBits in 17 countries and territories, with t®ya-wide sales of $4.7 billion. After
several years of having achieved above industryageegrowth rates, U.S. same store sales at Conggasmated Taco Bell units declined 2%
and 4% in 1996 and 1995, respectively, as a reiotwer transaction counts. For each of the fingi quarters of 1997, however, same store
sales growth for Company-operated units in the Wz positive resulting in a 3% growth rate for émtire 24 week period. Average U.S.
system-wide sales per unit in 1996 were $886,000.

Operating Structure

For all three of its concepts, TRICON structuré&sgales operations in two primary ways. The wiéseither owned and operated by the
Company or they are owned and operated by indepéfid@chisees which can range in size from indigid owning just a few units to large
publicly-traded companies. In addition, TRICON leasablished international joint ventures betweselfitand third parties. As of year-end
1996, 44% of TRICON's worldwide units were operdigdhe Company and joint ventures in which the @any participates, 45% by
franchisees, and 11% by licensees.

[GRAPHIC OMITTED] Pie chart showing the following:

TRICON's Worldwide System Units by Ownership a¥earEnd 1996 (1)

Company & Joint Venture 44%

Franchise 45%
License 11%

Company-

Operated

and Joint

Venture Franchised Licens ed Total
KFC 3,624 6,078 16 1 9,863
Pizza Hut 6,477 4,700 1,21 1 12,388
Taco Bell 2,782 2,288 1,77 5 6,845
Total 12,883 13,066 3,14 7 29,096

(1) Includes traditional and n-traditional units



Although the margins on the franchise side of thsitess are significantly higher than on the Comiggperated side of the business, the
owner-operator can also enjoy significant upsideoofunities when average sales per store are ggoWiRICON believes that one of the key
factors in driving up average sales per storeasathility of the restaurant general manager (tHeVR), whether a TRICON employee or a
franchisee, to remain close to his customer anddsigurant crew.

In order to ensure that RGMs can achieve thisgthes two important initiatives underway at TRICOMe first is a program to sell selected
Company-operated restaurants to franchisees (hrefising"). Two years ago it was determined thatélwas a need to rebalance the system
more toward franchisees. As of yesrd 1996, over 900 stores had been refranchisagbas of that program, the large majority to figisee
that were already in the TRICON system. The sedoitidtive, called "RGM is No. 1", is a programftwcus the Company-operated system to
more consciously support the effort of the RGM. S&gsiness of TRICON - Human Resources and Manageine

It is critical to TRICON to maintain strong and opelationships with its franchisees and their @gpntatives. To this end, TRICON invests a
significant amount of time working with the fransbe community and their representative organizsitionall aspects of the business, ran
from new products to new equipment to new managéteehniques. As the Company continues to refracBiompany-operated units and
franchisees play a larger and larger role in tlwevgin of the business, it is expected that thesegities will continue to grow in importance.

Human Resources and Management

Led by Andrall Pearson and David Novak, TRICON &atrong management team with a proven track rendtee food service industry.
Mr. Pearson most recently served as an operatinggyaf Clayton Dubilier & Rice where he playediamportant role in the performance
improvement of a number of portfolio companies.rf0O85 to 1993 Mr. Pearson was a tenured profegddarvard Business School and
from 1971 to 1984 he was President and Chief Ojpera&ifficer of PepsiCo where he was instrumentaldquiring and expanding the Pizza
Hut and Taco Bell restaurant chains.

David Novak most recently served as Group PresidedtChief Executive Officer of KFC and Pizza Huitere he led a significant
turnaround of KFC which has now had ten consecutiaters of same store sales growth at Compansatgzbunits. See "Management of
TRICON - Executive Officers" and "Management of TRIN - Senior Operating Management" for a descriptibthe experience of other
members of the TRICON management team.

TRICON believes that high quality, customer-focusestaurant management is critical to its long-tetmcess. It also believes that its
leadership position, strong results-oriented aedgaition culture, and various training and inceatprograms help attract and retain highly
motivated RGM's who are committed to providing sigrecustomer satisfaction and outstanding businesslts. The Company believes that
having a high quality restaurant manager in afania meaningful tenure is probably the single datdgactor in a unit's achieving excellent
results in the areas of sales, profits and ovgradkt satisfactior



The Company's restaurant management structuresuayieoncept and unit size. Generally, each restais led by an RGM, together with
one or more additional assistant managers, depgmdithe operating complexity and sales voluméefrestaurant. Each restaurant usually
has between 10 and 35 hourly employees, most oimawork part-time. The Company's four operating slmis each issue detailed manuals
covering all aspects of their respective operatioduding food handling and product preparatioocedures, safety and quality issues,
equipment maintenance, facility standards and atowoy procedures. The restaurant management te@mesponsible for the day-to-day
operation of each unit and for ensuring complianith operating standards. RGMs report to area mansagvho are each responsible for
approximately nine to eleven restaurants. The Coylpaestaurants are visited from time to time &siaus higher level supervisors within
their respective organizations to help ensure affverto system standards.

RGMs are required to attend and complete theireesge division's training programs. These prograorssist of initial training, as well as
additional continuing development and training pemgs that may be offered or required from timdrteet Initial manager training programs
generally last at least six weeks, and emphasadehship, business management, supervisory skitlkifling training, coaching, and
recruiting), product preparation and productiorfiesa quality control, customer service, labor mgeraent, and equipment maintenance.

At year-end 1996, TRICON employed approximately,888 persons, approximately 245,000 of whom weretpae employees.
Approximately 75% of TRICON's employees are emptbiyethe United States. The Company believes th@abvides working conditions

and compensation that compare favorably with tlodses principal competitors. Employees, other thestaurant management and corporate
management, are paid on an hourly basis. Lessli#taof TRICON's U.S. employees are covered by ctMedargaining agreements.
TRICON's non-U.S. employees are subject to numdeder council relationships which vary due to tlierse cultures in which the
Company operates. The Company considers its empl@jations to be good.

Industry Overview
Worldwide

The food service industry is defined as food fyligpared away from home. The categories includésimhis industry are QSRs, full
service restaurants, other commercial restaurantifing cafeterias) and non-commercial restagraoth as those in schools and hospitals.
In 1996, the QSR segment of the industry, whidhésone in which TRICON operates, was estimatdzet$160 billion.

TRICON is the world's leading restaurant companyriits and second in system-wide sales. Basedeonumber of units, TRICON's
worldwide system is about 40% larger than McDoisadalid more than three times the size of Burger 'Kirig 1996, TRICON's worldwide
system sales exceeded $20 billion, accounting3et bf the estimated $160 billion global QSR marketaddition, TRICON's brands are
leaders in units and sales in their respective fraddgories



[GRAPHIC OMITTED] Bar chart with the following pois:
Largest Worldwide Restaurant Systems

as of Year-End 1996

Units
TRICON.....covveeeee. 29,096
McDonald's............ 21,022
Subway................ 12,516
Burger King........... 7,874
Wendy's............... 6,343
Dairy Queen........... 5,665
Domino's.............. 5,460

Little Caesars........ 4,881

Source: Technomic

Worldwide Quick Service Restaurant Sales as of ¥t 1996

TRICON 13%
McDonald's 20%

Other 67%

Source: Technomic; PepsiCo; Euromonitor
United States

In the U.S., one of the most important factorsaffey the food service industry has been consurgersiing desire for meals that are quick,
easy and convenient, which often means food prdpard consumed outside of the home. According t&ikkey & Company, Inc., in the
U.S. today almost 45 cents of the consumer's fadldrdgoes to meals prepared and served readgteway from home, up from 38 cents
years ago. By ye-end 1996, the food service industry had reach@&d $dlion in sales. The QSR segment of the foaslise industry has
been growing rapidly, with a ten year compound ahguowth rate of more than 6%. The main drivegiwth over the last two years has
been new unit expansion, primarily on the parhefinajor chains, which increased at a rate of 46tialty .

[GRAPHIC OMITTED] Pie Chart showing the following:

1996 U.S. Food Service Industry System Sales:

Quick Service Restaurants  32%
Full Service Restaurants 29%
Non-Commercial 25%

Other Commercial 14%

Source: Technomic

As a result of new unit expansion in excess of jpatmn growth, the number of QSR restaurants hasased from 1 for every 1,672 people
in 1986 to 1 for every 1,343 people in 1996. Consudemand as measured by eating occasions h



kept pace with unit expansion which has resultegagr@ssure on same store sales. The competitiveg@§Rent of the food service industry
has therefore become increasingly challenging sore $evel margins are being pressured, not owonfthe lack of sales growth, but also
from increasing commaodity costs and higher wagesrdtie to low unemployment and increased minimugeg.a

In the United States, TRICON is the largest restaticompany in terms of number of units. It hasr &&000 system-wide units located in all
50 states. As of year-end 1996, the compositioadmecept was 25% KFC, 43% Pizza Hut and 32% Tacb Bgér the past five years,
TRICON's units in the U.S. and U.S. system-widesalave both grown at a compound annual growthofedeo.

[GRAPHIC OMITTED] Pie chart showing the following:
TRICON's U.S. System Units by Concept

as of Year-End 1996

Pizza Hut 43%
Taco Bell 32%
KFC 25%

The following table ranks the 10 largest QSR chaynd 996 United States system-wide sales. PizzaFaao Bell, and KFC rank 3,4, and 6,
respectively. Together, they are number two witBrdd13 billion in system-wide sales.

1996 1996 System
1996 System System Sales Per Unit

Rank  Restaurant Chain  Concept Sales ($MM) Units (1) (M) (1) (2)
1 McDonald's Sandwich 1 6,370 12,094 1,354

2 Burger King Sandwich 7,485 7,057 1,061

3 Pizza Hut Pizza 4,900 8,755 560

4 Taco Bell Mexican 4,600 6,642 693

5 Wendy's Sandwich 4,284 4,369 981

6 KFC Chicken 3,900 5,079 768

7 Hardee's Sandwich 2,989 3,225 927

8 Subway Sandwich 2,700 10,848 249

9 Dairy Queen Ice Cream 2,603 5,035 517

10 Domino's Pizza 2,300 4,300 535

Source: 1996 Technomic Top 100 and PepsiCo

(1) TRICON numbers include traditional and -traditional units where applicabl



(2) Excluding sales from non-traditional units, §38/stem sales per unit at Pizza Hut, Taco Bellkir@ were $620,000, $886,000 and
$775,000 respectively.

International

Outside the United States, sales in the QSR segofi¢é food service industry are estimated to &2 illion. Industry conditions vary by
country, with many local restaurants and fast foptions present, but on average competition isthees in the United States as
internationally branded competition is generaltygited to McDonald's and, in certain markets, Dorsn@/endy's and Burger King.

In addition, branded QSR units per population irstramuntries are generally well below that of theteld States.
[GRAPHIC OMITTED] Bar chart showing the followingomts:

TRICON Units per Million People
as of Year-End 1996
Selected Countries

Units

United States....... 78

Australia........... 47
Singapore........... 29
Canada.............. 19
UK. 14
Japan............... 10
South Korea......... 5
Thailand............ 4
Mexico.............. 3
France.............. 2
Germany............. 2
Brazil.............. 1
Argentina........... 1
Poland.............. 1
China.............. 0
India............... 0
Russia.............. 0

Source: PepsiCo; 1996 World Almanac

Reflecting the broad geographic consumer appeBROEON's concepts, over 35% of TRICON Internatiedstaurants are located in Asia
Pacific, followed by the Americas (Canada, the Qlzgan, Latin America and South America) with 29%xdpe with 19% and the South
Pacific with 16%



TRICON International System Units as of Year-En@@.¢1)

[GRAPHIC OMITTED] Pie charts showing the following:

Region

Joint Fran chised
Company Venture and Licensed Total
KFC 1,235 432 3 117 4,784
Pizza Hut 1,183 575 1 ,875 3,633
Taco Bell 95 - 108 203
Total 2,513 1,007 5 ,100 8,620
(1) Includes traditional and non-traditional units.

Concept

KFC 56%
Pizza Hut 42%
Taco Bell 2%

Ownership

Franchise/Licensed 59%
Company 29%
Joint Venture 12%

Asia Pacific 36%
Americas 29%
Europe 19%
S. Pacific  16%

Countries
and Territories

Since late 1994, the international operations ofGBRN's three restaurant concepts have been coasedidnto a separate international
division to improve focus and scale. TRICON Inté¢ior@al has redirected its focus to generate mostesy growth through franchisees and
concentrate its development of Company-operataésia those markets with sufficient scale. TRICIDMrnational has developed new
global systems and tools designed to improve miagxedperations consistency, product delivery, reagfanning and development, franct
support, and sto-level team building capability



Competitive Advantages
Global Scale

Powerful Concepts in Growing Food Categories. KPi2za Hut and Taco Bell are three of the most reizegl restaurant concepts, each
having significant value. Each is the U.S. leadeunits and sales in its respective food categtiRICON believes that the near universal
appeal of chicken and the enormous variety of gipravide a strong foundation for global concepamsion, and the emerging trend tow
Mexican-style foods may provide additional growtiportunities.

Worldwide Capabilities. TRICON has global scale aagabilities in marketing, advertising, purchasimgearch and development ("R&D"),
and site selection. TRICON believes that its worttwnetwork of Company and franchise operationsiges a strong foundation from whi
to expand in existing markets, enter new markatsjdh new products and marketing campaigns amatnte new concepts. In many
countries and regions TRICON has the scale to xiemsive television advertising, an important fagtoincreasing brand awareness.
TRICON's scale enables it to negotiate superioketarg promotions and real estate transactions epetbto many of its competitors.

Purchasing/Distribution. The Company is a subsahptirchaser of a number of food products, andliebes its scale purchasing capabilities
provide it with competitive advantages, such asaifiility to ensure a consistent supply of highligguéood, ingredients and other supplies at
competitive prices to all of its restaurant consefo ensure reliable sources, in 1996, the Compangolidated most of its worldwide food
and supply procurement activities under a new argdion called SmartSourcing, which sources, negedi and buys specified food and
supplies from hundreds of suppliers in over 70 ¢des and territories. The SmartSourcing staff ¢gyelong-term relationships or
partnerships with key vendors. They monitor matteids and seek to identify and capitalize on pasuig opportunities that will enhance
Company's competitive position. The principal pratdiypurchased include beef, cheese, chicken pradtmbking oils, corn, flour, lettuce,
pinto beans, pork, seasonings, tomato productspaper and packaging materials.

To ensure the wholesomeness of all food produstglrs are required to meet or exceed strictipuebntrol standards. Competitive bids,
long-term contracts and long-term vendor relatigpshave been used to ensure availability of prid(dRICON has also entered into
commodity futures contracts traded on national arges with the objective of reducing food costsilé%uch hedging activity has
historically been done on a limited basis, hedgiativity could increase in the future if TRICON iesles it would result in lower total costs.
The Company has not experienced any significantimoous shortages of supplies. Prices paid foretlsepplies may be subject to
fluctuation; when prices increase, the Company begble to pass on such increases to its custoaitvsugh there is no assurance this can
be done in the future.

Many food products, paper and packaging supplies eguipment used in the operation of the Compagagtaurants, have been distribute:
individual Compan-operated units by PFS, which had been PepsiCa&urast distributor operation. Pl



also sold and distributed these same items to rfranghised and licensed units that operate intireetrestaurant systems, though principally
to Pizza Hut and Taco Bell franchised/licensedsumitthe United States. In May 1997, KFC, Pizza &hd Taco Bell entered into a five year
Sales and Distribution Agreement with PFS to pusetthe majority of their food and supplies for Camyp-operated stores, subject to PFS
maintaining certain quality and performance lev&lse Sales and Distribution Agreement became éffecipon the closing of the sale by
PepsiCo of the assets and business of PFS to Aemee$ood Distribution, Inc. ("AmeriServe"), a sitiary of Holberg Industries, Inc.,
pursuant to a definitive agreement dated as of B&y1997, as amended. KFC, Pizza Hut and Taconael also entered into multi-year
agreements with Pepsi-Cola Company regarding tleeo§@epsi-Cola beverage products at U.S. Compaeyated units. See "The
Distribution - Relationship Between PepsiCo andd@N after the Distribution.”

Management Information Systems. TRICON consideedfii leader in the utilization of technology &fhmanage its restaurants. Systems
targeted at improving financial controls, cost ngeraent, product inventory, consumer service andayap effectiveness have been
implemented in all Company-operated units. In th8.lJcommunication networks transmit critical besis data to and from the Company-
operated units. These networks provide timely imation on daily business activity. The Company ymesgrietary software as well as
purchased software to simplify the restaurantggses and administrative requirements. The leweyad technology allows the RGMs to
focus on customers and operations.

Proven Operating Record

Core Competence in Marketing. TRICON has strongketarg teams and strong agencies as its partmef®96, TRICON and its franchise
invested more than $745 million in the U.S. andertban $310 million in international markets in adising and marketing programs.

TRICON believes that it has developed significathteatising capabilities, and has been able to geeeubstantial interest in and excitement
around its brands. Many of the Company's advegisampaigns have been recognized in the past witihds acknowledging their creativity,
execution or achievements in creating or maintgimirand awareness. The Company's size enablebétadeading advertiser in the food
service industry, which it can leverage to achiefficiency of national network television adventigi supplemented with local market
television advertising. TRICON's four operatingidions implement periodic promotions as they depprapriate or desirable in order to
maintain and increase their sales and unit profiey also rely on radio, newspaper and other pudnertising, in-store point of purchase
advertising, and direct mail and newspaper cougppiegrams, to attract customers and encourageutodase of their products. The
Company has developed and utilizes sophisticateletiag research techniques to measure custonisfagdibn and consumer trends.

Quality Assurance. The Quality Assurance Departsiaheach of TRICON's four operating divisions hafgure that the systems' restaurants
provide high quality, wholesome food products ieari and safe environments. The systems' restal



are required to buy food supplies, ingredientsseeiags, and equipment only from approved supplieh® are required to meet or exceed
system standards designed to ensure product gusdfisty and consistency. From time to time, thali@uAssurance Departments inspect
facilities of their suppliers and request samptesdsting and other quality control monitoring andasures. Many of these suppliers, such as
poultry producers, are also subject to some goventiinspection. In addition, representatives of@uality Assurance Departments visit
restaurants from time to time to ensure that feggroperly stored, handled and prepared in accoedaith prescribed standards and
specifications, as well as to provide trainingadod safety and sanitation measures to the restappanators. The Quality Assurance
Departments are also responsible for remainingeation issues related to food safety, and intargatiith regulatory agencies as may be
required or desirable on these matters.

Strong Free Cash Flow

TRICON has generated significant free cash flowuigh its operations and global refranchising proguader which it sells Company-
operated restaurants to current and new franchiSéese the strategy began in mid-1995, TRICONarethised 264 and 640 units in 1995
and 1996, respectively. In June 1997, TRICON Irggomal sold 77 KFCs, 43 Pizza Huts and two joifKand Pizza Hut delivery/carryout
units in New Zealand in an initial public offerings a result of TRICON's refranchising activity ugbed with new points of distribution

added by franchisees and licensees and the prdgrapgrade the asset portfolio by closing undefgoeiing stores, the Company's overall
ownership of total system units (i.e. Company-of@etand joint venture units in which the Companstipipates) declined six percentage
points in two years from 50% at year-end 1994 %44 year-end 1996. The refranchising program feeted to continue. However, the
continuation of the program depends on the Compaabylity to find qualified franchisees to purch&empany-operated restaurants at prices
considered by the Company to be appropriate.

TRICON's operations generated free cash flow obatr$465 million in 1996, allowing it to increass fate of investment in the following:
product innovation and quality; improved operatptatforms leading to improved service; store-lduainan resources including recruiting
and training; testing alternative modes of disthifi; and creative marketing programs. See "Manaye'siDiscussion and Analysis."

United States Growth Opportunities

TRICON believes it has many opportunities to achisame store sales growth at Company-operatediniiti$sU.S. business due to the
following:

Daypart Expansion. TRICON's strengths in marketaiesh and R&D, combined with underdeveloped dagparall three core concepts give
it an opportunity to increase the average salesipier According to CREST, in 1996 in the U.S. aintwo-thirds of KFC and approximately
three-quarters of Pizza Hut Company-operated s@les occurred during the dinner occasion. At Teelbapproximately half of U.S.
Company-operated store sales occurred during tiehlaccasion, with about 44% occurring at dinnef #ue remainder during snacking
hours.



Channel Expansion. TRICON's products, especialigkem and pizza, are well suited to delivery beeaheir relatively long holding times
allow them to be delivered hot and ready to eatlajp Pizza Hut has a well-developed delivery systachalmost 500 KFC units currently
offer some delivery services. In addition, the Campbelieves there is opportunity to innovate withpect to the type of unit that best meets
consumer needs. Some of the alternative chanralaith being developed include non-traditionalsusitch as Taco Bell Express in venues
like shopping malls, food courts, airports, gas emavenience stores and schools.

International Growth Opportunities

Underdeveloped Presence in Many Countries. AthatRICON has established a presence in many cosnthie majority of those countries
are still underpenetrated considering not only pefen size and growth but also in terms of periteapurchasing power. TRICON has
demonstrated considerable success in Asian emenggnkets with some of the largest stores in thddvam a sales per store basis being
operated by it in China. In countries which are endeveloped, the ratio of stores per million pedapkill far below that found in the U.S. ¢
there is still tremendous opportunity to leveragérereasing demand for convenient, fully prepdoexis.

Scale Advantages. TRICON has the ability to levenagt only the scale advantages of purchasing &dl IBut also the experience of its U
business to quickly identify new product opportigsitfor local markets. As of year-end 1996, TRIC®IiNternational system-wide sales
accounted for approximately 11% of all internaticQ&R sales.

Other
Properties

As of year-end 1996, KFC, Pizza Hut and Taco Bethed approximately 3,200 and leased approximat@@GGrestaurants, delivery/carryout
units and other food service units in the Uniteat&t; and TRICON International owned approximate®00 and leased approximately 1,500
additional units outside the United States. KF@z®&iHut and Taco Bell restaurants in the UnitedeStarhich are not owned are generally
leased for initial terms of 15 or 20 years, andeggelty have renewal options, while Pizza Hut dedpearryout units in the United States
generally are leased for significantly shorteriaiterms with short renewal options. Joint vensurewhich KFC, Pizza Hut or Taco Bell are
partners and other consolidated entities own @elegproximately 1,000 restaurants or units outsidéJnited States. TRICON leases Pizza
Hut's corporate headquarters in Dallas, Texas. Batldeases its corporate headquarters in In@aifornia and KFC owns its corporate
headquarters and a research facility in Louisvilentucky. In addition, TRICON owns major officecilities in Wichita, Kansas and leases
office facility for accounting services in Albugugre, New Mexico



Competition

The overall food service industry and the QSR setdraee intensely competitive with respect to foodldy, price, service, convenience,
restaurant location and concept. The restauraméssis often affected by changes in consumezgasational, regional or local economic
conditions; demographic trends; traffic patterhg; type, number and location of competing restasramd disposable purchasing power.
TRICON competes within each market with national eggional chains as well as locally-owned restatsranot only for customers, but also
for management and hourly personnel and suitablesstate sites. For additional information on cetitipn, see "Business of TRICON

- Industry Overview."

Trademarks

TRICON regards its Kentucky Fried Chicken (Regmstefrademark), KFC (Registered Trademark), Pizzia(Registered Trademark) and
Taco Bell (Registered Trademark) trademarks asigasignificant value and as being important in retirlg to consumers. The Company's
policy is to pursue registration of its importarsdemarks whenever possible and to oppose viggrams infringement of its trademarks. T
use of the foregoing trademarks by franchiseediaadsees has been authorized in KFC, Pizza HufTard Bell franchise and license
agreements. Under current law and with properthgeCompany's rights in its trademarks can lastfindely.

Government Regulation

United States. TRICON is subject to various Fedeatate and local laws affecting its business. Ed¢he Company's restaurants must
comply with licensing and regulation by a numbego¥ernmental authorities, which include healtitsdion, safety and fire agencies in the
state or municipality in which the restaurant isdted. To date, the Company has not been signiljcafiected by any difficulty, delay or
failure to obtain required licenses or approvals.

A small portion of Pizza Hut's net sales are attable to the sale of beer and wine. A licensedglired for each site that sells alcoholic
beverages (in most cases, on an annual basis)jcandés may be revoked or suspended for causg &ith@n Regulations governing the sale
of alcoholic beverages relate to many aspectsstueant operations, including the minimum ageatfgns and employees, hours of
operation, advertising, wholesale purchasing, itsgncontrol and handling, storage and dispensfrajamholic beverages. The failure of a
restaurant which sells alcoholic beverages to nhiaretain these licenses may adversely affedt sestaurant's operations.

The Company is also subject to Federal and statermaim wage laws governing such matters as overtimeredits and working conditions.
Since the bulk of the Company's employees are graigh hourly basis at rates related to the Fed@ramum wage, increases in the
minimum wage could significantly increase the Compmlabor costs.

The Company is also subject to Federal and stalek lebor laws which, among other things, prohthi¢ use of certain "hazardous equipm
by employees 18 yea



of age or younger. The Company has not to date imegerially adversely affected by such laws.

The Company is subject to Federal and state enwieotal regulations, but these rules have not hadtarial effect on the Company's

operations. The Company continues to monitor itdife@es for compliance with the Americans With Bislities Act ("ADA") in order to

conform to its requirements. Under the ADA, the @amy could be required to expend funds to mod#yestaurants to better provide
service to, or make reasonable accommodation éemhployment of, disabled persons.

International. Internationally, the Company's rastats are subject to national and local laws agdlations which are similar to those
affecting the Company's domestic restaurants, dietulaws and regulations concerning labor, heakinjtation and safety. The international
restaurants are also subject to tariffs and reiguisiton imported commodities and equipment and lagslating foreign investment.

Worldwide compliance with environmental regulatidras not had a material adverse effect on the Coygaarnings, capital expenditures
or competitive position.

Legal Proceedings

The Company is subject to various claims and cgeticies related to lawsuits, taxes, real estagegivironment and other matters arising
of the normal course of business. Management ledighat the ultimate liability, if any, in excedsamounts already provided for, is not
likely to have a material adverse effect on the Gany's annual results of operations or financialdioon.

Sale of Non-Core Concepts

In late 1996, TRICON set a strategy to focus huanashfinancial resources on growing the sales aafitgiility of its three core QSR
concepts

- KFC, Pizza Hut and Taco Bell. The non-core rastatbusinesses of Hot 'n Now

("HNN"), East Side Mario's ("ESM") and Chevys MexicRestaurants ("Chevys") were sold in 1997, amddtlier non-core restaurant
businesses, D'Angelo Sandwich Shops ("D'Angelot)) @alifornia Pizza Kitchen ("CPK"), are expected®osold prior to the Distribution
Date. These five "non-core" chains representedcqpately 4% of TRICON's worldwide sales at Compapgrated units in 1996. See
"Combined Financial Statements."

SELECTED COMBINED FINANCIAL DATA

For purposes of the following selected combinedriial data, TRICON includes the worldwide operatiof KFC, Pizza Hut and Taco Bell
(its core business), and its non-core U.S. busasetsough their respectice dates of disposal.

The following selected combined financial data BITON should be read in conjunction with, and isldied in its entirety by reference to,
the audited Combined Financial Statements andrihadited Condensed Combined Financial Statemedttharrelated notes thereto
included on pages-2 to F-29.



The pro forma selected financial data set fortlolwds derived from the unaudited Pro Forma Condg@&@mnbined Financial Information
included on pages F-30 to F-34. The pro forma da&s not purport to represent what TRICON's finarmosition or results of operations
would have been had it operated as a separatg@dandent company nor does it give effect to any ®vether than those discussed in the
related notes. The pro forma data also does ngbpito project TRICON's financial position or réswf operations as of any future date or
for any future period.

The capital structure that existed when the Comisdmysinesses operated as part of PepsiCo isleaarg because it does not reflect
TRICON's expected future capital structure as aisgp, independent company. Accordingly, per stlata for earnings and cash dividends
declared has not been presented except for prafeamings per share for the year-ended Decemh@®28 and the 24 weeks ended June
14, 1997, which was based on 155 million sharesegivalents.

Selected Combined Financial Data (Page 1 of 5)
(in millions except per share data, unaudited)
TRICON Global Restaurants, Inc.

Pro for ma
1996(a ) 1996(b)(c) 1995(c) 1994(c)(d)(e)
Summary of Operations
Revenues.........cooccevvieeeenns $9,838 10,232 10,250 9,565
Income/(loss) before cumulative effect
of accounting changes................. $ 131 (53) (132) 119
Cumulative effect of accounting
changes (N)......cccceevveevinnenns $ - - - (1)
Net income/(10SS) (i)...cceeveeeernnnn. $ 131 (53) (132) 118
Earnings per share (j)............... $0.85 N.R. N.R. N.R.
Balance Sheet
Total asSetS.....cccvvveveervereeanne. N.R. $6,520 6,908 7,387
Long-term debt (K)...........ccvven. N.R. $ 231 260 267
Investments by and advances
from PepsiCo.........ccceeeevinnnnn. N.R. $4,266 4,604 4,962

N.R. - Not Required



Selected Combined Financial Data (Page 2 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

1993(f) 1992

Summary of Operations

REVENUES.....cceeeeieeneeie e $ 8,462 7,335
Income before cumulative effect of

accounting changes..........cccccevvviieeeenns $ 238 245
Cumulative effect of accounting

changes (h).... $ - (29)
Net income (i)......ccovevveeeiieeiieeiieeens $ 238 226
Balance Sheet
Total aSSets......coovveiiiiiieiiieeieeciies $ 6,526 5,086
Long-term debt (k) $ 290 257
Investments by and advances from

PePSICO ..o $ 4,366 3,506



Selected Combined Financial Data
(in millions except per share data, unaudited)
TRICON Global Restaurants, Inc.

Summary of Operations
ReVeNUES........cccoiiiiiiiiiiiececeeeee
Net income (i)
Earnings per share (j)...ccccccceeeeeveiiinnns
Balance Sheet
Total aSSetS.....cceviiiiereiiiiiieeeeeee.
Long-term debt (K)......cceeeeiiiiiieiennnnes
Investments by and advances from
PepSiCo ...vevveieiiiieeeeeeeeeeii

N.R. - Not Required

(Page 3 of 5)

24 Weeks Ended(g)

Pro forma
6/14/97(a) 6/14/97  6/15/96

$ 4,399 4,590 4,655

$ 176 173 106
$ 114 N.R. N.R.
$5,976 6,107 N.R.
$4,674 186 N.R.
$ - 3,825 N.R.



Selected Combined Financial Data (Page 4 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

(a) Reflects the following pro forma adjustments:

1. Elimination of TRICON's non-core U.S. businesses disposed of or
expected to be disposed of in 1997;

2. Expected debt to be issued to fund repaym ent of certain amounts due to
PepsiCo and a dividend to PepsiCo;

3. Record TRICON's equity and shares outstandindj; a
4. Adjust interest expense to reflect expected datstanding as of the Distribution Date.

(b) Included unusual charges of $246 ($189 after+talated to the decision to dispose of TRICONB-oore U.S. businesses. See Note 3 to
the audited Combined Financial Statements on pabk RIso included the benefit of reduced deprémiaand amortization expense for the
first three quarters of 1996 of $40 ($26 after-@x)a result of the initial impact of adopting 8taent of Financial Accounting Standards No.

121 (SFAS 121), "Accounting for the Impairment afg-Lived Assets and for Longved Assets to Be Disposed Of," at the beginnifithe
fourth quarter of 1995. See (c) below.

(¢) Included net facility actions:

1996 1995 1994
Refranchising gains $139 $ 93 $ -
Store closure costs (40) (38) (20)
SFAS 121 impairment charges (62) (457)
Net gain/(loss) $37 $(402) $(10)
After-tax gain/(loss) $21 $(295) $ (6)

The initial, non-cash impairment charge of $4572&3after-tax) in 1995 was due to the adoption cASH21 at the beginning of the fourth
quarter. As a result of the reduced carrying amofinéstaurants to be held and used in the busidegseciation and amortization expense
the fourth quarter of 1995 was reduced by $17 @flex-tax). See Note 3 to the audited Combinedritiz Statements on page F-11.

(d) Included a benefit of changing to a preferab&thod for calculating the markegtated value of pension plan assets used in detiergrthe
return-on-asset component of annual pension expeitiseh reduced full-year pension expense in 1998%($3 after-tax).

(e) Fiscal year 1994 consisted of 53 weeks. Nogmédical years consist of 52 weeks; however, bsedhe fiscal year ends on the last
Saturday in December, a week is added every 5yenfs. The fifty-third week increased 1994 reverne$172 and earnings by
approximately $23 ($14 after-tax).

(f) Included a $7 charge to increase net defelagdiabilities as of the beginning of 1993 for a $tatutory income tax rate increase due to
1993 U.S. Federal tax legislation.



Selected Combined Financial Data (Page 5 of 5)
(in millions, unaudited)
TRICON Global Restaurants, Inc.

(9) Included unusual charges of $39 ($22 after-ta997 and $26 ($17 after-tax) in 1996 relatetheodisposal of TRICON's non-core U.S.
businesses. Also included net facility actions:

24 Weeks Ended

6/14/9 7 6/15/96
Refranchising gains $153 $ 88
Store closure costs (29 ) 4)
Recurring SFAS 121 impairment charges (39 ) (18)
Net gain 85 66
After-tax gain $ 56 $37
After-tax gain - Full Year* $87 $41

* Because TRICON allocates its income tax expeasetérim periods based on a forecasted full-y&factve tax rate, the tax attributes
associated with these net facility actions will ione to be recognized in TRICON's tax expense theebalance of the year. Accordingly,
after-tax gain recognized in the 24 weeks ended H9@ 1996 is lower than the full-year amount.

The 1997 full-year after-tax gain reflects the fis@e gain from the refranchising of TRICON's ressauts in New Zealand to a new,
independent publicly-traded company.

(h) Represented the cumulative effect of adopting994 Statement of Financial Accounting Standaldls112 (SFAS 112), "Employers'
Accounting for Postemployment Benefits," and chagdb a preferable method for calculating the miar&kated value of pension plan assets
used in determining the return-on-asset compornfesmimual pension expense and the cumulative netcognized gain or loss subject to
amortization (see Notes 13 and 11 to the auditediwed Financial Statements on page F-16) and eudpijot 1992 Statement of Financial
Accounting Standards No. 106 (SFAS 106), "Emplay&csounting for Postretirement Benefits Other TiRamsions" which reduced
earnings by $31 ($19 after-tax).

(i) For the historical results of operations nefdime included interest expense based upon Pepsi€mhted average borrowing rate applied
to the average balance of investments by and adganam PepsiCo to TRICON and interest on its ewiethird-party debt.

(j) Pro forma shares and equivalents of 155 millised to compute earnings per share was based?omillion shares of TRICON common
stock adjusted for the dilutive effect of stockiops. The 152 million shares reflected an estirohtée shares to be issued at the Distribution
Date based on a distribution ratio of one sharERICON Common Stock for every ten shares of Pep§i@pital Stock.

(k) Lonc-term debt represented external t-party debt



FINANCING

PepsiCo's general practice has been to incur délhe parent company level rather than the subrgidéxel, even when the funds obtained
from such borrowings have been used in the busisesfsits subsidiaries, except in the case of ahl@ases, assumed debt of acquired
businesses and certain international third parbt dénich generally have been incurred at the sidosidevel. Accordingly, the financing
requirements of the restaurant businesses genéally been funded through intercompany accountsRépsiCo.

Prior to the Distribution, TRICON will incur approwately $4.5 billion of debt obligations. Substafiii all of the proceeds of such debt
obligations will be transferred to PepsiCo as repayt of certain amounts due to PepsiCo from TRIGDMN a dividend. The remainder of
any investment in TRICON by PepsiCo will be recifisd from "Investment by and advances from Pepsi@dCommon Stock and surplus”
on the TRICON balance sheet. This remainder wilt@etributed by PepsiCo to its shareholders ifoh@ of TRICON Common Stock.
PepsiCo will retain no equity interest in TRICONowever, immediately after the Distribution Date,IT®RN shares will be owned by
PepsiCo's pension trust on behalf of PepsiCo's@repk.

TRICON has no assurance that, as an independemtacomit will be able to obtain financing upon teras favorable as those historically
experienced by PepsiCo.

Commercial Paper Program

TRICON is planning to establish a commercial pgpegram at such time as TRICON's management baliéveredit rating supports such a
program. Borrowings under this program may be ugdthance a base level of floating rate debt agabkenal borrowing needs.

Bank Credit Facilities

TRICON is planning to establish a senior, unsectikedyear term loan facility in the aggregate amioof $2 billion and a senior, unsecured
five-year revolving credit and multicurrency competitagvance facility in the aggregate amount of $3lBb. A portion of the latter facilit
will be available in the form of letters of creditterest rates are expected to be based on théobhanterbank offered rate ("LIBOR"). The
facilities are expected to have a quarterly faclite as well as a semi-annual administrative Teée. covenants in the facilities will be
carefully negotiated with respect to TRICON's dafd investment requirements. TRICON believes it hdve adequate flexibility under the
covenants and that they should not impose matesalictions on TRICON's operations.

Long-Term Debt

TRICON's management may refinance a portion ob#drgk borrowings with long-term financing when maréenditions are deemed
appropriate following the Distribution. TRICON méile a shelf registration statement with the Se@siand Exchange Commission
providing for the issuance of debt securities wilhious terms, conditions and maturities. Interatds would be expected to be based on
market



conditions at the time of the offerings. The coveran the indenture under which such debt seesritiould be issued would be carefully
negotiated with respect to TRICON's debt and investt requirements.

Derivative Instruments

TRICON is currently planning to enter into agreetsesith a selected number of creditworthy finanaiatitutions which will enable
TRICON to enter into interest rate swap agreemientsder to reduce its interest rate exposure. TRIGwill likely use interest rate swaps to
fix the interest rate on 50% to 80% of the amowntistanding under its bank facilities.

THE DISTRIBUTION
Reasons for the Distribution

PepsiCo's management has proposed the Distribtatiachieve three specific business objectivedo(8lleviate competitive barriers to
expanding its fountain beverage business; (iijlmmaPepsiCo to focus its attention on its packagedds businesses, Pepsi-Cola and Frito-
Lay; and (iii) to permit PepsiCo and TRICON to affeanagement incentives more directly tied to tadggmance of their respective
businesses. PepsiCo is distributing the shareREEDN to its shareholders based on its belief thatestaurant businesses, on the one hand
and PepsiCo's packaged goods businesses, on #rehatid, represent different business propositibnsy involve fundamentally different
growth opportunities, financial returns, investmegguirements, operating systems and people dysamépsiCo also believes that
corporations perform optimally when business sgaterganization and employee incentives are marsowly focused.

Accordingly, PepsiCo has concluded that the lomgitieiterests of both businesses are best servedghrthe creation of two separate,
independent and focused corporations, TRICON fatoserestaurants and a "new PepsiCo" focused draged goods.

Manner of Effecting the Distribution

On or before the Distribution Date, PepsiCo walrtsfer to BankBoston, N.A., as Distribution agéné (‘Distribution Agent"), for the benefit
of holders of record of PepsiCo Capital Stock atdlose of business on September 19, 1997 (theotBé&zate"), all shares of TRICON
Common Stock then owned by PepsiCo.

The Distribution will be made to holders of recafdPepsiCo Capital Stock at the close of businesthe Record Date, without any
consideration being paid by such holders, on thsésha one share of TRICON Common Stock for everyghares of PepsiCo Capital Stock
held on the Record Date. TRICON will participateahie Direct Registration System to effect the Glisition, and shares of TRICON
Common Stock will be distributed to PepsiCo shaledrs in book-entry form. Commencing on or aboetRhstribution Date, the
Distribution Agent will begin mailing account statents reflecting ownership of shares of TRICON Camr8tock to such holders of record
of PepsiCo Capital Stock. Any TRICON shareholdket tvould like to receive



certificate representing their shares may contacistribution Agent. The shares of TRICON Comnstock will be fully paid and
nonassessable and the holders thereof will nohbtidegl to preemptive rights. See "Description &ICON Capital Stock - TRICON
Common Stock."

No fractional shares will be distributed as parthef Distribution, other than fractional sharesahhwill be credited to the accounts
participants in certain PepsiCo plans as desctieéalv. The Distribution Agent will aggregate fractal shares, other than those held by
participants in such plans, into whole shares oiCiBN Common Stock and sell them on the open makptevailing prices on behalf of
holders who would otherwise be entitled to recasiveh fractional share interests. Any such persotiezl to receive at least $0.01 will
receive a cash payment for their portion of thaltsale proceeds. Any persons entitled to receise than $0.01 will have their fractional
shares canceled.

Distribution of TRICON Common Stock with respectRepsiCo Capital Stock held in the PepsiCo Cafitatk Purchase Plan, the PepsiCo
SaveUp Plan (formerly 401(k) or Long-Term Savindisg, PepsiCo Dividend Reinvestment Plan and theiBefEmployees' Stock
Ownership Plan will be credited to participantg£@mts. Fractional shares will be credited withpees to each of these plans other than the
PepsiCo Dividend Reinvestment Plan. Fractionaleshaiith respect to the PepsiCo Dividend Reinvestigam will be cashed out as
described in the previous paragraph.

The Distribution is subject to a number of condisipincluding (i) a favorable ruling of the Interfevenue Service concerning the tax-free
nature of the Distribution, (ii) appropriate stanlarket conditions for the Distribution, (iii) vatie regulatory approvals, and (iv) approval by
PepsiCo's Board of Directors of the final termshaf Distribution, including, without limitation, ¢hformal declaration of a dividend to
PepsiCo's shareholders and other specific actieosssary to the Distribution. The conditions irusks

(i), (ii) and (iv) above have been satisfied. Tidycsignificant pending regulatory approval is 8EC's declaration of the effectiveness of the
Form 10, and the PepsiCo Board of Directors do¢#nbend to waive this condition.

The PepsiCo Board of Directors may amend, modifglandon the Distribution at any time prior to Bistribution Date.
Results of the Distribution

Subsequent to the Distribution, which will be effee at 11:59:59
p.m. E.D.T. on the Distribution Date, TRICON wilberate as an independent restaurant company, g@siewill continue to conduct its
packaged goods businesses.

Relationship between PepsiCo and TRICON after tis¢ribution

After the Distribution, PepsiCo will have no ownlgigsinterest in TRICON, and TRICON will be an indegywlent, publicly-owned company.
However, immediately after the Distribution Dat&ITON shares will be owned by PepsiCo's pensicst tva behalf of PepsiCo's
employees. TRICON and PepsiCo will enter into ¢eré@greements, described below, governing theaticriship subsequent to the
Distribution and providing for the allocation oktand certain other liabilities ai



obligations arising from periods prior to and aftez Distribution. Copies of the forms of such &gnents are filed as exhibits to the
Registration Statement of which this Informatioat8ment is a part. The following summarizes theenmtterms of such agreements, but is
qualified by reference to the text of such agreesen

Separation Agreement

PepsiCo and TRICON will enter into a Separatione®gnent (the "Separation Agreement"), which willyide for, among other things,
certain services, records and personnel which Bepmnd TRICON will make available to each otheerafhe Distribution Date. To facilitate
an orderly transition, PepsiCo may continue to jameyfor up to 12 months, certain services to TRN;@ith the related costs and expenses
being paid by TRICON. TRICON will nonetheless haveutilize additional personnel to perform certa@ivices previously provided by
PepsiCo, such as treasury management and invetitions. The Separation Agreement also will previa the assumption by TRICON of
liabilities relating to PepsiCo's restaurant bus#ss and the indemnification of PepsiCo with resimesuch liabilities. At June 14, 1997, there
were approximately $2.35 billion of liabilities fe€ted on TRICON's balance sheet. The Separatioaehgent provides that, prior to the
Distribution, TRICON will pay to PepsiCo $4.5 bilhi as repayment of certain amounts due to Pepst@o TRICON and a dividend.

Tax Separation Agreement

PepsiCo and TRICON will enter into a Tax Separafigneement (the "Tax Separation Agreement"), orabfedf themselves and their
respective consolidated groups, that reflects eacty's rights and obligations with respect to pagta and refunds of taxes that are
attributable to periods beginning prior to and uthg the Distribution Date and taxes resultingrfrivansactions effected in connection with
the Distribution. The Tax Separation Agreement ablgoresses each party's intention with respecttimio tax attributes of TRICON after the
Distribution. The Tax Separation Agreement provifbepayments between the two companies for cetéairmdjustments made after the
Distribution that cover pre-Distribution tax liadi¢s. Other provisions cover the handling of asidsiettiements, stock options, elections,
accounting methods and return filing in cases wheth companies have an interest in the resultisasie activities.

Pursuant to the Tax Separation Agreement, TRICONagiee to refrain from engaging in certain trantigas for two years following the
Distribution Date without the prior written consaftPepsiCo. Transactions subject to this restmictvill include, among other things, the
liquidation, merger or consolidation with anothentpany, certain issuances and redemptions of TRICONmMon Stock, the granting of
stock options, the sale, refranchising, distributo other disposition of assets in a manner tltlavadversely affect the tax consequences of
the Distribution or any transaction effected inwection with the Distribution, and the discontinaatof certain businesse



Employee Programs Agreement

PepsiCo and TRICON will enter into an Employee Paaots Agreement (the "Employee Programs Agreemealiich allocates assets,
liabilities and responsibilities between them wigspect to certain employee compensation and ligat@fis and programs and certain other
related matters.

Telecommunications, Software and Computing Service&greement

PepsiCo and TRICON will also enter into a Telecominations, Software and Computing Services Agreértiba "TS&C Agreement")
setting forth the arrangements between the pasiiasrespect to internal software, third-party agrents, telecommunications services and
computing services.

Beverage Agreements

KFC, Pizza Hut and Taco Bell have each entereddantuilti-year agreement with Pepsi-Cola Compangngigg the sale of Pepsi-Cola
beverage products at U.S. Company-operated units.

Certain Letters of Credit, Guarantees and ContingetLiabilities

Pursuant to the Separation Agreement, TRICON \gjilka to use its best efforts to release, termioiateplace, prior to the Distribution Date,
all letters of credit, guarantees and contingettilities relating to PepsiCo's restaurant busieesmder which PepsiCo is liable. Neverthe
after the Distribution Date, PepsiCo may remaihléaon certain of such letters of credit, guaramtagd contingent liabilities which were not
able to be released, terminated or replaced mithvé Distribution Date. Pursuant to the Separatigreement, from and after the Distribution
Date TRICON will pay a fee to PepsiCo with respgeciny such letters of credit, guarantees and geiit liabilities until such time as they
are released, terminated or replaced by a qualdiger of credit with a maximum drawing amount algto the full amount of all remaining
obligations and foreseeable claims under suchréettecredit, guarantees and contingent liabilitésall times TRICON will be required to
indemnify PepsiCo with respect to such lettersreflit, guarantees and contingent liabilities.

Certain U.S. Federal Income Tax Consequences of tistribution

PepsiCo has received a ruling from the InternaléRere Service to the effect that the Distributiotl gquialify as a tax-free Distribution under
Sections 355 and 368 of the Internal Revenue Cbd686, as amended (the "Code"), and, accordirlght, (i) except as described below v
respect to fractional shares, PepsiCo's sharelsoldémot recognize income, gain or loss uponréeeipt of shares of TRICON Common
Stock; (ii) the aggregate tax basis of the shaf&epsiCo Capital Stock and TRICON Common Stocgliding any fractional share interests
to which a PepsiCo shareholder is entitled) held B®epsiCo shareholder after the Distribution balithe same as the tax basis of the shares
of PepsiCo Capital Stock held by such shareholderediately before the Distribution, and will beoatted between the shares of TRICON
Common Stock and PepsiCo Capital Stock in propottiictheir relative fair market values on the Dimition Date; (iii) the holding period of
the shares of TRICON Common Stc



received by a PepsiCo shareholder (including aagtivnal share interests to which a PepsiCo shitehis entitled) will include the holding
period of the shares of PepsiCo Capital Stock vafipect to which the Distribution was made, prodittet the shares of PepsiCo Capital
Stock are held as a capital asset by such shaetmidthe Distribution Date; and (iv) cash receiirelieu of fractional share interests in
TRICON Common Stock will give rise to gain or lesgual to the difference between the amount of caséived and the tax basis allocable
to such fractional share interests. Such gainss Vaill be capital gain or loss if the shares gf$t€o Capital Stock are held as a capital asset
on the Distribution Date.

U.S. Treasury regulations require each PepsiCaehblter that receives shares of TRICON Common Stotike Distribution to attach to the
holder's U.S. Federal income tax return for the yeavhich such stock is received a detailed statensetting forth such data as may be
appropriate in order to show the applicability ec8on 355 of the Code to the Distribution. Witkhineasonable time after the Distribution,
PepsiCo will provide each PepsiCo shareholderadnkas of the Record Date with the informationessary to comply with that
requirement, and will provide information regardihg allocation of basis described in clause fip\ee.

The foregoing is a summary of the material U.S.dfakincome tax consequences of the Distributiashenthe law in effect as of the date of
this Information Statement. IT DOES NOT PURPORT COVER ALL INCOME TAX CONSEQUENCES AND MAY NOT APPLYTO
SHAREHOLDERS WHO ACQUIRED THEIR PEPSICO SHARES IDENECTION WITH A GRANT OF SHARES AS
COMPENSATION, WHO ARE NOT CITIZENS OR RESIDENTS AHE UNITED STATES, OR WHO ARE OTHERWISE SUBJECT
TO SPECIAL TREATMENT UNDER THE CODE. All PepsiCoafeholders should consult their own tax advisogsurging the appropriate
income tax treatment of their receipt of TRICON Goam Stock, including the application of Federadjestlocal and foreign tax laws, and
effect of possible changes in tax law that maycffiee tax consequences described above.

MANAGEMENT OF TRICON
Directors

TRICON's Restated Articles of Incorporation provitat the number of Directors may be altered fronetto time, by resolution adopted by
the Company's Board of Directors. However, the nemath Directors may not be less than three nor ritaa fifteen.

Provided that the number of Directors equals oeers the number required under North Carolina loagtagger the terms of directors
(currently nine), from and after the Company's 188iual shareholders' meeting, the Board of Directball be divided into three classes, to
serve respectively until the annual meetings in819999 and 2000, and until their successors bleadlected and shall qualify. Thereafter,
their successors shall be elected for three yearstand until their successors shall be electedshall qualify.

The following individuals have agreed to serve agfors of TRICON following the Distribution. Isianticipated that additional persons
agree prior to th



Distribution Date to serve as Directors. These &oes will hold office until the first annual meetj of TRICON's shareholders after the
Distribution, which is expected to be held in M&998.

Andrall E. Pearson, age 72, has been elected atbirand Chairman of the Board of TRICON, and Wwélelected Chief Executive Officer
prior to the Distribution Date. Prior thereto, Nfearson served as an operating partner of Claialnilier & Rice, a leveraged buy-out firm.
He was PepsiCo's President and Chief Operating@ffrom 1971 through 1984 and served on PepsKi#sd of Directors for 26 years,
retiring in April 1996. From 1985 to 1993 he wateaured professor at Harvard Business School. Blargdn is Chairman of the Board of
Alliant Food Services, and a director of Kinko's.[nVlay Department Stores Company and Travelersiisro

David C. Novak, age 44, will be elected a Direciice Chairman of the Board and President of TRIC@MNr to the Distribution Date. Prior
thereto, Mr. Novak served as Group President anief@&xecutive Officer, KFC and Pizza Hut, a positite has held since August 1996. Mr.
Novak joined Pizza Hut in 1986 as Senior Vice Riesi, Marketing. In 1990, he became Executive Woesident, Marketing and Natior
Sales, for Pepsi-Cola Company. In 1992 he becanwf Operating Officer, Pepsi-Cola North America.1894 he became President and
Chief Executive Officer of KFC North America.

D. Ronald Daniel, age 67, will be elected to TRIC®Roard of Directors effective on the Distributibate. Mr. Daniel has been a director of
McKinsey & Company since 1968. He joined McKinseyC&mpany in 1957 and held various positions withftim, including Managing
Director from 1976 to 1988. Mr. Daniel is a membgthe Board of WNET/Thirteen, New York's publid¢etésion station.

James Dimon, age 41, will be elected to TRICON'arB®f Directors effective on the Distribution Dalidr. Dimon is President, Chief
Operating Officer and a director of Travelers Gradp was appointed President in 1991, and becaried Operating Officer in 1993.
Previously he had been Executive Vice PresidentGhidf Financial Officer of Primerica Corporatidhe predecessor company of Travelers
Group. He is also Chairman and Chief Executived@ffiof Smith Barney Inc., a subsidiary of Travel&rsup, and has held this position si
1996.

Massimo Ferragamo, age 39, will be elected to TRIGMoard of Directors effective on the DistributiDate. Mr. Ferragamo is President
and Vice Chairman of Moda Imports, Inc., a subsida Salvatore Ferragamo Italia, which controlesand distribution of Ferragamo
products in North America. Mr. Ferragamo has hbigl position since 1985.

Robert Holland, Jr., age 56, will be elected to CRN's Board of Directors effective on the DistribautDate. Mr. Holland is the owner and
Chief Executive Officer of WorkPlace Integratorsichigan's largest Steelcase office furniture de&eor to his current position, he was
President and Chief Executive Officer of Ben & yarHomemade, Inc. from 1995 through 1996. Froml1881984 and from 1991 to 1995,
Mr. Holland



served as Chairman and CEO of Rokher-J, Inc., whicticipates in business development projectspaoddes strategy development
assistance to senior management of major corpasatirom 1984 to 1987, he was Chairman and Chietiive Officer of City Marketing,

a beverage distribution company in Detroit, MiclmigBrom 1987 to 1990, he was Vice President, aom 1990 to 1994 he was Chairman, of
Gilreath Manufacturing, Inc., a full-service cust@astic injection molding company. Mr. Hollandaglirector of Mutual of New York,
TruMark Inc., Frontier Corporation, A C Nielsen @oration and Olin Corporation.

Kenneth G. Langone, age 61, will be elected to TBWS Board of Directors effective on the DistrilmutiDate. Mr. Langone is the founder,
and, since 1974, has been Chairman of the Boaiidf Ekecutive Officer and President, of Invemed dates, Inc., a New York Stock
Exchange firm engaged in investment banking anlldreme. He is a founder of Home Depot, Inc., ardidegen a director since 1978. He is
also a director of DBT Online, Inc., St. Jude Matli¢nc., Unifi, Inc. and United States SatelliteoBdcasting Co.

Jackie Trujillo, age 61, will be elected to TRIC@Moard of Directors effective on the Distributibate. Ms. Truijillo is Chairman of the
Board of Harman Management Corporation, one of KF&gest franchisees. She joined the KFC orgdoizat 1953 and held various
positions, becoming Executive Vice President of @pens in 1983, with responsibility for operatianfsK FC restaurants in Utah, Colorado,
Washington and Northern California. In 1987, shedbee Executive Vice Chairman of Harman Managemenp&@ation, assuming her
present position in 1995.

Robert J. Ulrich, age 54, will be elected to TRIC®Roard of Directors effective on the Distributibate. Mr. Ulrich is Chairman and Chief
Executive Officer of Dayton Hudson Corporation dradget Stores. He became President of Dayton HuBspartment Store Company in
1984, and President of Target Stores in late 198%ecame Chairman and Chief Executive Officerarfjét Stores in 1987, and assumed his
additional present position at Dayton Hudson Caafion in 1994. Mr. Ulrich is also a director of Dag Hudson Corporation.

Jeanette S. Wagner, age 68, will be elected to TRIS Board of Directors effective on the DistrilmutiDate. Ms. Wagner is President of
Estee Lauder International, Inc., the largest slisi of The Estee Lauder Companies Inc. Ms. Wdgmareer at Estee Lauder has included
marketing and general management assignments doatlgstnd internationally. She assumed her pregesition in 1986. Ms. Wagner is
also a director of American Greetings Corp. andi8tRite Corporation.

John L. Weinberg, age 72, will be elected to TRICOBbard of Directors effective on the DistributiDate. Mr. Weinberg is Senior
Chairman of Goldman, Sachs & Co., a position hehedd since 1990. Mr. Weinberg has served as astment banker with Goldman, Sa
& Co. since 1950. He became a Partner in 1956 08&artner and Co-Chairman of the Management Caoi@enih 1976, and was Senior
Partner and Chairman



the Management Committee from 1984 until 1990. ¢4 director of Champion International Corporatiénight-Ridder, Inc. and Providian
Financial Corp.

Board Compensation and Benefits

Employee Directors will not receive additional canpation for serving on the Board of Directors. Momployee Directors will receive an
annual cash retainer of $50,000 and an annual gfapitions to buy $50,000 worth of TRICON Commadnc. Non-employee Directors
will also receive a one-time stock grant of $25,0Q0n joining the Board, payment of which will befeired until termination from the
Board. Directors may also defer payment of theaainers. Deferrals may not be made for less thanyear. For the first year only, non-
employee Directors will receive a Board meetingdé&1,500 for each Board meeting in excess oftedghing such year and a Committee
meeting fee of $1,000 for each Committee meetingxiress of eight during such year. TRICON will gisy the premiums on directors' and
officers' liability and business travel accidergurance policies covering the Directors.

Committees of the Board

It is anticipated that TRICON will establish Audipmpensation and Nominating Committees of the @déais also anticipated that all
members will be non-employee Directors.

Audit Committee. The Audit Committee will: (i) reconend to the Board the selection, retention or itgation of TRICON's independent
auditors; (ii) approve the level of non-audit seesd provided by the independent auditors;

(iii) review the scope and results of the work &ICON's internal auditors;

(iv) review the scope and approve the estimatetiafdbe annual audit; (v) review the annual finahstatements and the results of the audit
with management and the independent auditorsrévigw with management and the independent audheradequacy of TRICON's system
of internal accounting controls; (vii) review withanagement and the independent auditors the signifrecommendations made by the
auditors with respect to changes in accountinggaoces and internal accounting controls; and (kéjport to the Board on the results of its
review and make such recommendations as it may d@gnopriate.

Compensation Committee. The Compensation Commitiiegi) administer TRICON's Long-Term Incentivda®, Executive Incentive
Compensation Plan and related plans; (ii) approvegfer to the Board of Directors for approvalanges in such plans and the compensation
programs to which they relate; and

(iii) review and approve the compensation of semia@cutives of TRICON.

Nominating Committee. The Nominating Committee w(ilj identify suitable candidates for Board menstdp; (ii) propose to the Boarc
slate of directors for election by the sharehol@tmrsach annual meeting; and (iii) propose candgittt fill vacancies on the Board based on
qualifications it determines to be appropri:



Executive Officers

In addition to Messrs. Pearson and Novak (see "ama&nt of TRICON - Directors"), the following persoare expected to serve as
executive officers of TRICON as of the DistributiDate:

Peter A. Bassi, age 48, will be elected Presidatdgrnational Restaurants prior to the Distributidate. Prior thereto, Mr. Bassi served as
Executive Vice President, Asia, of PepsiCo Restatarnternational, a position he assumed in 19%6jdihed Pepsi-Cola Company in 1972,
and served in various management positions at-E&ag Pizza Hut and PepsiCo Food Service InternatidHe served as Senior Vice
President, Finance and Chief Financial Officeratd Bell Corp. from 1987 to 1994. From 1995 to 1B8&erved as Senior Vice President
and Chief Financial Officer at PepsiCo Restaurénternational.

Robert C. Lowes, age 51, has been elected ChiahEial Officer of TRICON. Mr. Lowes is the formehief Executive Officer of Burger
King, a subsidiary of Grand Metropolitan, a foodlamonsumer products company. Before becoming Bukgey's Chief Executive Officer,
Mr. Lowes held several positions with Grand Metidpa, including Deputy Chief Financial Officer, & Financial Officer of its Food
Sector, and Chief Executive Officer of its Europ&aods division. Mr. Lowes joined Grand Metropalitaom Philip Morris and General
Foods, where he served in a number of senior fimaapacities, including Vice President, ContratiePhilip Morris, and Group Vice
President and Chief Financial Officer at Oscar Maye

Jeffrey A. Moody, age 39, will be elected Presidami Chief Concept Officer, KFC U.S.A., prior tetBistribution Date. Prior thereto, Mr.
Moody served as Senior Vice President, OperatimndepsiCo Restaurants International, a positmadssumed in 1996. Previously, he was
Vice President, Operations for PepsiCo Restautatesnational. Mr. Moody joined Pizza Hut in 19&nd held various management
positions prior to those mentioned above.

Michael S. Rawlings, age 42, will be elected Pressicand Chief Concept Officer, Pizza Hut U.S.Aigpto the Distribution Date. Prior
thereto, Mr. Rawlings served as Chairman, PresidedtChief Executive Officer of DDB Needham WorldeiDallas Group, a position he
held following the merger of Tracy-Locke, Inc. ifd®B Needham in 1992. Previously, Mr. Rawlings W&eneral Manager and Chief
Operating Officer of Tracy-Locke, Inc., a positibe assumed in 1989.

Peter C. Walller, age 43, will be elected Presidaat Chief Concept Officer, Taco Bell U.S.A., priorthe Distribution Date. Prior thereto,
Mr. Waller served as Senior Vice President of Mérigeof Taco Bell, a position he assumed in theifmigg of 1996, following 18 months .
a Senior Vice President of Marketing for KFC-US/e jéined PepsiCo in 1990 as Managing Director fast¥rn Europe, and subsequently
spent two years as Regional Marketing DirectorfBC for the South Pacific and South Africa.

Sandra S. Wijnberg, age 41, has been elected Terasful RICON. Prior thereto, she served as Seviioe President of Finance a



Chief Financial Officer of KFC, a position she heldce 1996. Ms. Wijnberg joined PepsiCo in 199l served as Vice President, Corporate
Finance and Assistant Treasurer until joining KB8e was previously a Principal, Investment Bankigsion, of Morgan Stanley & Co.,
and, prior to that, was an Associate, Corporatamée, at Shearson Lehman Brothers.

Senior Operating Management

Jonathan D. Blum, age 39, will be elected Seni@e\Rresident, Public Affairs, of TRICON prior tetBistribution Date. Prior thereto, Mr.
Blum served as Vice President of Public Affairs Tarco Bell Corp., a position he has held sinceipgiimaco Bell in 1993.

Thomas E. Davin, age 39, will be elected Chief @peg Officer, Taco Bell U.S.A. prior to the Diditition Date. Prior thereto, Mr. Davin
served as Vice President, Operations Servicessitigtohe assumed in 1996. Mr. Davin joined PepsiCtO91 as Director, Mergers and
Acquisitions. He served as a Zone Vice Presideiaab Bell from 1993 to 1996.

Gregg Dedrick, age 38, will be elected Chief Peapfigcer of TRICON prior to the Distribution DatBrior thereto, Mr. Dedrick served as
Senior Vice President, Human Resources, for Piz#eaHd KFC, a position he assumed in 1996. Mr. [Bkdoined Pepsi-Cola Company in
1981 and held various personnel-related positidts Repsi-Cola from 1981 to 1994. In 1994 he bec¥ine President, Human Resources,
Pizza Hut, and in 1995 he became Senior Vice Reasiduman Resources, KFC.

Aylwin B. Lewis, age 43, will be elected Chief Opeing Officer, Pizza Hut U.S.A., prior to the Dibuttion Date. Prior thereto, Mr. Lewis
served as Senior Vice President, Operations, diposie assumed in 1996. Mr. Lewis joined KFC i91%s a Regional General Manager
served in various positions at KFC, including Semmaector of Franchising and Vice President of fResant Support Services, becoming
Division Vice President, Operations in 1993, andi8eVice President, New Concepts, in 1995.

Charles E. Rawley, age 47, is Chief Operating @ffiKFC U.S.A., and will continue to hold that pgami at the Distribution Date. Mr.
Rawley joined KFC in 1985 as a Director of OpenagioHe served as Vice President of OperationdhBSbuthwest, West, Northeast, and
Mid-Atlantic Divisions from 1988 to 1994 when heclaene Senior Vice President, Concept DevelopmentRdwley assumed his current
position in 1995.

Stock Ownership of Executive Officers and Directors

The following table sets forth information concermithe TRICON Common Stock that is expected todreeficially owned by each of
TRICON's proposed directors, by each of the fiveed executive officers of TRICON and by all dirastand executive officers as a group.
The projections are based upon the number of slbfilespsiCo Capital Stock held by the individuald ¢he group at August 15, 1997, and
do not include any options granted under Pepsi@osplEffective on the Distribution Date, certaie@xtive officers of TRICON will have
certain PepsiCo stoc



options converted into options to acquire TRICONM@won Stock. See "PepsiCo Stock Option and Perfacem&hare Conversion." In
addition, certain executive officers of TRICON wik granted options to acquire TRICON Common Stockr about the Distribution Date.
These converted options and new grants are nectefl in this table. None of the following persauilshold in excess of 1% of TRICON
Common Stock.

Beneficial Owner Projected Number
of Shares
Andrall E. Pearson..........cccocceeeeiiiineeenn. .. 15,403

David C. NovaK.........ccocveveiiiiiiieiiinen. . 246
R. Ronald Daniel..........ccccocovvieiiiniecenne -0-

James DimoON.......ccoocvvveeiiiiiieeiiiieeee 0
Massimo Ferragamo..........ccoceeeviieeeeeiinnes 0
Robert Holland, Jr. ......cccccooiiiiiininenn. . -0-
Kenneth G. Langone.........cccccccvvveveeeennnnnn. . -0-
Jackie Trujillo.......cccoovviiiiiiiiiiiieeee. 4
Robert J. Ulrich........cccccooiiiiiiiinn. 0
Jeanette S. Wagner........cccccceeeviiiinniinnnne 0

John L. Weinberg.........cccccvvviivivinennennnn. .. 12,100
Peter A. BasSi.......ccoccvvveviiiiniieciiinenn. . 3
Peter C. Waller.........cccoovvieeeiiiiiieens . -0-
Sandra S. Wijnberg.....cccocvvvveiiniieeen L -0-

All Directors and Executive Officers as a Group fiEfsons) 28,662

(1) Ms. Trujillo shares voting and investment powsth respect to 4,800 shares of PepsiCo CapitadkSwith other members of the Board of
Trustees of Harman Cafes Employee Profit Sharingsfl



Summary Comp

Name and Principal
Position (1) Year Salary ($) Bon

Andrall E. Pearson 1996 --
Chairman of the

Board and Chief

Executive Officer

David C. Novak 1996 433,650
Vice Chairman of the
Board and President

Peter A. Bassi 1996 316,150
President, International

Restaurants

Peter C. Waller 1996 230,860

President and Chief
Concept Officer, Taco
Bell U.S.A.

Sandra S. Wijnberg 1996 224,660
Treasurer

EXECUTIVE COMPENSATION

ensation Table
Long-Term Compensatio
| Compensation

Awards Payouts

Securities
Other Annual Underlying Long-Term
Compensation Options (#) Incentive Pl

us (%) %) ) Payouts ($
515,200 9,068 888,861 0
297,210 8,840 114,130 0
114,180 7,384 111,125 0

132,190 58,771 64,126 0

All Other
an Compensation

) ¥

(1) The principal position set forth for each nameeédcutive officer reflects their position as of fdistribution Date. Compensation disclosed
in this table was paid by certain of TRICON's sdizsies during the relevant periods. Messrs. Peatlsowves and Rawlings were not
previously employed by TRICON or its subsidiarissg "Management of TRICON - Executive Officers"favgraphies of named executive
officers). Mr. Pearson served as a Director of Repi 1994, 1995 and 1996, and received an ametaher of $70,000 and an annual stock
grant with a value of $30,000 on the grant date9®4 and 1995. In 1996, Mr. Pearson received anamatainer of $70,000 until his

retirement in April 1996.

(2) The options listed in this column are Pepsi@tioms and do not reflect the adjustments discuss#ue section entitled "PepsiCo Stock

Option and Performance Share Conversi



PepsiCo Option Grants in Last Fiscal Year (1)

Potential Realizab le Value
at Assumed Annual Rates
of Stock Price Appre ciation for
Individual Grants Option Term

Name

Number of % of Tot
Securities ~ Options
Under- Granted
lying Employees
Options Fisca
Granted (#) Year

al

to Exercise

in or Base

| Price Expiration
($/Share)  Date

5% ($)(2)

10% ($)(2)

David C. Novak 1,749(3) 0.003 35.50 6/30/06 39,048 98,955
300,000(6) 0.590 29.46875 1/25/06 5,559,822 14,089,679
300,000(7) 0.590 29.46875 1/25/11 9,538,399 28,088,860
190,032(4) 0.374 29.46875 1/25/06 3,521,813 8,924,967
68,572(4) 0.135 28.4375 1/25/06 1,075,099 2,648,020
17,804(5) 0.035 28.4375 1/27/04 206,115 480,337
10,704(5) 0.021 28.03125 1/27/04 143,259 343,130
Peter A. Bassi 1,194(3) 0.002 35.50 6/30/06 26,657 67,554
11,840(4) 0.023 31.6875 1/25/06 228,540 575,027
6,080(5) 0.012 31.6875 1/27/04 88,536 210,600
95,016(4) 0.187 29.46875 1/25/06 1,760,907 4,462,483
Peter C. Waller 765(3) 0.001 35.50  6/30/06 17,079 43,282
95,016(4) 0.187 29.46875 1/25/06 1,760,907 4,462,483
15,344(5) 0.030 28.03125 1/27/04 205,359 491,871
Sandra S. Wijnberg 9,844(4) 0.019 35.56250 1/25/06 206,419 515,677
2,744(5) 0.005 35.56250 1/27/04 43,117 101,861
634(3) 0.001 35.50  6/30/06 14,155 35,870
50,904(4) 0.100 29.46875 1/25/06 943,391 2,390,737

(1) See "PepsiCo Stock Option and Performance SBameersion” for a discussion of the treatmenteke options as a result of the
Distribution. The options listed in this table dot meflect the adjustments discussed in such sectio

(2) The 5% and 10% rates of appreciation were wé¢hd Securities and Exchange Commission and drintemded to forecast future

appreciation, if any, of PepsiCo's stock. If Pep&Gtock does not increase in value, then the@wpggiants described in the table will be
valueless.

(3) Twenty percent of these options becomes exasldone year after the grant date, July 1, 1996 am additional twenty percent becomes
exercisable each year thereafter.

(4) These options become exercisable on Febru&9aQ.
(5) These options become exercisable on Februdr99s.

(6) These options become exercisable on Januar3QPA..



(7) These options become exercisable on Janua30Pb.,

Aggregated PepsiCo Option Exercises in Last Fiscal
and FiscaIYYe:a:r-End Option Va lues (1)
Shares Ac- Number of Securities Under-
quired on Value lying Unexercised Options at ~ Value of Unex ercised In-the-
Name Exercise(#) Realized Fiscal Year-End Money Options at FY-End(2)
B Exercisable Unexercisable Exercisable ““L-J-r-lg;(;;;:-isable

David C. Novak 60,000 $1,594,551 342,152 1,062,806 $6,036,052 $2,011,962
Peter A. Bassi 53,100 1,390,173 212,598 215,598 3,554,777 1,005,862
Peter C. Waller 0 0 41,526 169,747 493,177 736,550
Sandra S. Wijnberg 0 0 19,144 118,822 247,423 714,574

(1) See "PepsiCo Stock Option and Performance SBamgersion” regarding the effect of the Distribation PepsiCo stock options. The
options listed in this table do not reflect theustiinents discussed in such section.

(2) The closing price of PepsiCo Capital Stock @t&@mnber 27, 1996, the last trading day prior tosFps fiscal year-end, was $29.625.
Pension Plan Table

Many of TRICON's salaried employees have beengipatnts in PepsiCo's Salaried Employees Retirefkam and PepsiCo's Pension
Equalization Plan. On or prior to the DistributiDate, the Company and its participating subsidéaingnd to adopt a TRICON Salaried
Employees Retirement Plan and TRICON Pension Erptadn Plan on terms substantially similar to tbemparable PepsiCo plans. The
annual benefits payable under these two pensiars ptaemployees with five or more years of sergicage 65 are, for the first ten years of
credited service, 30% of the employee's highesseautive five-year average annual earnings plusdditional 1% of the employee's highest
consecutive five-year average annual earningsdoh additional year of credited service over tearyeless .43% of final average earnings
not to exceed Social Security covered compensatigltiplied by years of service (not to exceed 3arge

Under the TRICON plans, when an executive retitdeenormal retirement age (65), the approximateual benefits payable after Januar
1997 for the following pay classifications and yeaf service are expected to |



Remuneration Y ears of Service

25 30 35 40 45

$250,000 $109,280 $121,130 $132,990 $145,490 $160,790
$500,000 $221,780 $246,130 $270,490 $295,490 $329,540
$750,000 $334,280 $371,130 $407,990 $445,490 $498,290
$1,000,000 $446,780 $496,130 $545,490 $595,490 $667,040
$1,250,000 $559,280 $621,130 $682,990 $745,490 $835,790

The pay covered by the pension plans referred aweals based on the salary and bonus shown inuherary Compensation Table on page
42 for each of the named executive officers. Theryef credited service as of January 1, 1997heifallowing named executive officers are:
David C. Novak, 10 years; Peter A. Bassi, 24 ydaeser C. Waller, 6 years; and Sandra S. Wijniizsgars.

Employment Agreement

The Company has entered into an employment agreemignMr. Pearson under which he will serve asi@han of the Board and Chief
Executive Officer of TRICON until July 1, 2000. Thgreement provides for an annual salary of $9@0,80d annual incentive compensal
awards to be determined by the TRICON Board of @mes. However, the bonus for 1997 (payable in 1988 be $450,000. TRICON will
also pay Mr. Pearson, by year-end 1997, a onedtioneis of $850,000. In addition, TRICON will mak&5000,000 retirement payment to
Mr. Pearson at the end of his employment term.ocsmsas practicable after the Distribution Date, Riarson will be granted options to
purchase 1,050,000 shares of TRICON Common Stduk.ekercise price of these options will be basetherclosing price of TRICON
Common Stock for the fifth through the twentietading days after the Distribution. One third of tptions will vest on each of July 1, 1998,
July 1, 1999 and July 1, 2000. They will be exexble for a period of ten years from the grant date.

NEW STOCK-BASED AND INCENTIVE PLANS OF TRICON

TRICON Long-Term Incentive Plan

Generally. The TRICON Long-Term Incentive Plan (ti®ICON LTIP") is expected to be approved priotthe Distribution Date by the
TRICON Board of Directors and by PepsiCo as the sbhreholder of TRICON. The TRICON LTIP is expddie provide for the grant of
various types of long-term incentive awards to &mployees, consistent with the objectives and éitiihs of the TRICON LTIP. These
awards may include non-qualified options to purehstsares of TRICON Common Stock, performance unitgntive stock options, stock
appreciation rights and restricted stock grant& fBhim of the TRICON LTIP is expected to be tenryea

Administration. The TRICON LTIP is expected to vbsvad powers in the Compensation Committee (tlwri@nsation Committee") of
TRICON's Board of Directors to administer and iptet the TRICON LTIP. The Compensation Committpe\wers are expected to include
authority, within the limitations set forth in ti@&RICON LTIP, to select the persons to be grantedrds; to determine terms and condition
awards, including but not limited to the type, sir®l term of awards, to determine the time wherrdswaill be granted and any conditions
for receiving awards, to establish objectives amuditions for earning awards, to determine whe



such conditions have been met and whether paynfiem award will be made at the end of an awardodeor at the time of exercise, or
deferred, to determine whether payment of an awhodld be reduced or eliminated, and to determimeter such awards should be
intended to qualify, regardless of their amountjeductible for U.S. Federal income tax purposés. TRICON LTIP is also expected to
generally vest broad powers in the Compensationrfittee to amend and terminate the TRICON LTIP.

Eligibility. Key employees of TRICON and its divisis, subsidiaries and affiliates are expected teligible to be granted awards under the
TRICON LTIP. The Compensation Committee may alsmgawards to employees of a joint venture or dblusiness in which TRICON has
a substantial investment, and may make awardsrteerecutive employees who are in a position tordaute to the success of TRICON.

TRICON Executive Incentive Compensation Plan

Generally. TRICON's Executive Incentive Compensaitan (the "TRICON Incentive Plan") is expectedéoapproved prior to the
Distribution Date by the TRICON Board of Direct@sd by PepsiCo as the sole shareholder of TRICGN.TRICON Incentive Plan is
expected to provide for officers of TRICON anddtgisions and subsidiaries to be granted annudd teentive awards consistent with the
objectives and limitations of the TRICON IncentRkan. The term of the TRICON Incentive Plan is etged to be ten years.

Administration. The TRICON Incentive Plan is expegtto vest broad powers in the Compensation Comenitt administer and interpret the
TRICON Incentive Plan. The Compensation Committpeigers are expected to include authority, withi@ limitations set forth in the
TRICON Incentive Plan, to select the persons tgriaated awards, to determine the time when awaiitibevgranted, to determine and
certify whether objectives and conditions for eaghawards have been met, to determine whether p#yohan award will be made at the ¢
of an award period or deferred, and to determinetidr an award or payment of an award should hecegtlor eliminated. The TRICON
Incentive Plan is also expected to generally vesad powers in the Compensation Committee to araedderminate the TRICON Incentive
Plan.

Eligibility. At the discretion of the Compensati@ommittee, executive officers of TRICON are expddtebe granted, and other officers of
TRICON, its divisions and subsidiaries may be grdntinnual incentive awards under the TRICON IrnicerRRlan.

Successor Plans

On or prior to the Distribution Date, the Compantends to adopt plans with terms substantially lsintd the PepsiCo Stock Option Incen
Plan (the "PepsiCo SOIP") and the PepsiCo SharePstwek Option Plan ("PepsiCo SharePower") forgheose of continuing TRICON
stock options which were converted from optionsiwggd under such PepsiCo plans. See "PepsiCo StoiérCand Performance Share
Conversion." It has not yet been determined whethgmew grants will be made under these plansCTR stock options and performance
share units ("PSUs") which were converted fromanior PSUs, as the case may be, awarded und



PepsiCo Long-Term Incentive Plan ("PepsiCo LTIPIl) be considered to have been awarded under tHEDR LTIP described above.
PEPSICO STOCK OPTION AND PERFORMANCE SHARE CONVERSION

Effective on the Distribution Date, holders of datsling options to purchase PepsiCo Capital Stadkwlders of unvested PepsiCo PSUs
will have their interests adjusted as describedweThe Compensation Committee of PepsiCo's BobRirectors has approved formulas to
adjust the exercise price and award size of Pepsi@k options and PSUs pursuant to the terms andspons of each such grant and the
relevant plan. TRICON employees who hold PepsiCardwa/will receive either an award of TRICON stogkians or PSUs or an adjusted
PepsiCo award, in accordance with the formulasrdest below. The adjustment formulas are intendethaintain the value of the
outstanding PepsiCo stock options at the time pfstichent.

Stock Options. Employees of TRICON who receivedsifep stock options in connection with the 1996 tgamd any 1997 grants under the
PepsiCo LTIP and the PepsiCo SOIP, and employe€RIEON who received PepsiCo stock options und@sin SharePower which have
not become exercisable prior to the DistributioniedDahall have such PepsiCo stock options entaehywerted into TRICON stock options.
For these converted options, the exercise prieaoh such TRICON stock option shall equal the ésenarice of the corresponding PepsiCo
stock option prior to the Distribution, multipliéry a factor (the "TRICON Stock Conversion Ratio'here the numerator is the composite
volume weighted average price of the TRICON Comi&tuck for the trading days during a pricing periode determined at a future date
(the "Per Share TRICON Stock Price") and the denaior is the composite volume weighted averagemidepsiCo Capital Stock trading
with TRICON for the trading days during the pricipgriod (the "Per Share P8plit PepsiCo Stock Price"). The number of shaféeRICON
Common Stock subject to each such TRICON stocloopthall equal the number of shares subject tadh@sponding PepsiCo stock option
prior to the Distribution divided by the TRICON $toConversion Ratio. All other terms of such TRIC®t&ck options shall be the same as
the terms of the PepsiCo stock options from whidytwere converted.

Employees of TRICON who received PepsiCo stockomgtin connection with grants made prior to 199@aurthe PepsiCo LTIP and the
PepsiCo SOIP, and employees of TRICON who receRegusiCo stock options under PepsiCo SharePowehvhlaice become exercisable
prior to the Distribution Date, shall retain sugdtions to purchase PepsiCo Capital Stock, subjeitte following adjustments to the exercise
price and number of shares subject to each sudabnof@ach, an "Adjusted PepsiCo Stock Option"). €kercise price of each Adjusted
PepsiCo Stock Option shall be determined by muitigl the PepsiCo stock option exercise price gndhe Distribution by a factor (the
"PepsiCo Stock Conversion Ratio") where the nunoeiiatthe composite volume weighted average prideepsiCo Capital Stock trading
without TRICON for the trading days during the jmig period (the "Per Share P&plit PepsiCo Stock Price") and the denominattinésPe|
Share Pre-Split PepsiCo Stock Price. The numbsharfes of PepsiCo Capital Stock subject to eachsteljl PepsiCo Stock Option shall
equal the number of shares subject to such PesaChk option prior to the Distribution divided byetPepsiCo Stock Conversion Ratio. All
other



terms of the Adjusted PepsiCo Stock Options steathle same as the terms of the pre-adjustment@®egsick options.

Employees of PepsiCo who will continue to be emetbly PepsiCo after the Distribution Date and faolg PepsiCo stock options, and
holders of any PepsiCo stock options who retireawe retired from PepsiCo on or prior to the Disttion Date, regardless of whether such
holder has retired from PepsiCo's packaged goodsstaiurant businesses and regardless of whettieloptions were granted under the
PepsiCo LTIP, the PepsiCo SOIP, PepsiCo SharePavweherwise, shall retain such options to purchiEeesiCo Capital Stock, subject to
the adjustments to the exercise price and numbehnares subject to each such option describeciprévious paragraph. All other terms of
such Adjusted PepsiCo Stock Options shall be theesass the terms of the pre-adjustment PepsiCo sigtbns.

Performance Share Units. Performance share unésdad in 1994 will remain unchanged for employdeBRICON and post-split PepsiCo.
These awards will continue to earn out againsptieeestablished earnings per share target ("EPS") enexgpected to be paid out on sche
in 1998. EPS results will be measured on a cors@aibasis (including the restaurant businessem)dgh the end of 1997, provided that
forecasted restaurant earnings will be used fop#r®d between the Distribution Date and year4artie EPS calculation.

Performance share units awarded in 1996 will hbee target EPS adjusted, but vesting, the measneperiod and the payout date of such
awards will remain unchanged for employees of TRNC&Nd post-split PepsiCo. For TRICON employees,HRECON Board of Directors is
expected to determine the appropriate four yearutaime EPS target for such awards based on TRIG®Ukiness plans. For employees of
post-split PepsiCo, the current four year EPS tangiebe adjusted to reflect the exclusion of tiestaurant businesses while maintaining the
original annual growth rate amounts.

DESCRIPTION OF TRICON CAPITAL STOCK

Under TRICON's Restated Articles of Incorporatitre("TRICON Articles"), which have been filed asehibit to the Registration
Statement of which this Information Statement foammart, TRICON's authorized Capital Stock conséts,000,000,000 shares, without par
value, of which 750,000,000 shall be Common Stawk 260,000,000 shall be preferred stock ("Prefegtetk"). Based on 1.53 billion
shares of PepsiCo Capital Stock outstanding aglpfll, 1997, estimates of the number of shardzepiiCo Capital Stock which will be

(i) repurchased by PepsiCo prior to the Distributidate and (ii) issued upon the exercise of optmiar to the Distribution Date, and a
distribution ratio of one share of TRICON Commondkt for every ten shares of PepsiCo Capital Stibék ,expected that approximately 152
million shares of TRICON Common Stock will be dilstrted to holders of PepsiCo Capital Stock. No &refd Stock will be distributed to
PepsiCo shareholders in connection with the Digtidin.



TRICON Common Stock

The holders of TRICON Common Stock will be entittecbne vote for each share on all matters votellyoshareholders, including the
election of directors. Except as provided with extgo any series of Preferred Stock authorize@RMCON's Board of Directors, the
exclusive voting power with respect to all matteree voted on by shareholders shall be vestdukimolders of Common Stock. The
TRICON Articles do not provide for cumulative vagiin the election of directors. The holders of TRIE Common Stock will be entitled to
such dividends as may be declared from time to tiygnthe TRICON Board from funds available theretord upon liquidation will be entitle
to receive, pro rata, all the net assets of TRIGDAIlable for distribution to such holders. Alltbe shares of TRICON Common Stock
distributed by PepsiCo will be fully paid and nosessable. The holders of TRICON Common Stock vaehno preemptive right to
subscribe for or purchase any securities of ang kinclass of TRICON.

TRICON Preferred Stock

Under the TRICON Articles, the Company's Board @kbtors is empowered, subject to limitations prigsxl by North Carolina law, to
amend the TRICON Articles to authorize the issuarfdereferred Stock. The Preferred Stock may b&ldd/into two or more series, with
such preferences, limitations and relative riglstthe Board may determine. However, no holder efdPred Stock shall be authorized or
entitled to receive upon an involuntary liquidatmiithe Company an amount in excess of $100 peesiféPreferred Stock.

Dividends

The payment and level of cash dividends, if anglated by TRICON after the Distribution will be gebt to the discretion of the TRICON
Board. Dividend decisions will be based on a nunafdactors, including TRICON's operating resultsldinancial requirements on a stand-
alone basis as well as credit agreement and legtlations relating thereto.

Transfer Agent and Registrar

The Transfer Agent and Registrar for the TRICON @wn Stock will be BankBoston,N.A., P.O. Box 915%sBn, MA 02205-9155, (800)
226-0083.

Listing and Trading of TRICON Common Stock

Prior to the date hereof, there has not been aapleshed trading market for TRICON Common Stockphcation is expected to be made to
list the TRICON Common Stock on the NYSE undergimbol "YUM." It is presently anticipated that th&ICON Common Stock will be
approved for listing on the NYSE prior to the Distition Date, and trading is expected to commemca bvhen issued” basis prior to the
Record Date. The term "when issued" indicates ditional transaction in a security authorized fsuance but not as yet actually issued. All
"when issued" transactions are on an "if* basi®gsettled if and when the actual security isddsand the NYSE directs that the transactions
are to be settle



There can be no assurance as to the prices at WdachRICON Common Stock will trade before, on fieathe Distribution Date. Until the
TRICON Common Stock is fully distributed and anemty trading market develops in the TRICON CommawocE, the price at which such
stock trades may fluctuate significantly and maydveer or higher than the respective price thatlddoe expected for a fully distributed
issue. Prices for the TRICON Common Stock will letedmined in the marketplace and may be influefigeshany factors, including (i) the
depth and liquidity of the market for TRICON Comm®tock,

(i) developments affecting TRICON's business) (fivestor perception of TRICON, and (iv) generabreomic and market conditions. As of
August 15, 1997, there were 222,345 record holdePepsiCo Capital Stock, which approximates thmimer of prospective record holder
TRICON Common Stock.

Shares of TRICON Common Stock distributed in thstiibution will be freely transferable, except fmcurities received by persons who |
be deemed to be affiliates of TRICON ("Affiliatesifider the Securities Act of 1933, as amended'@keurities Act"). Affiliates would
generally include individuals or entities that cohtare controlled by, or are under common contritth TRICON and will include certain
officers and Directors of TRICON. Persons who affiliAtes of TRICON will be permitted to sell theshares of TRICON Common Stock
only pursuant to an effective registration stateinuemaer the Securities Act or an exemption fromrgstration requirements of the
Securities Act.

NORTH CAROLINA LAW - SHARE ACQUISITIONS

North Carolina law includes two provisions relatbagchanges in control of a public company as alte$ share acquisitions. The firstis T
North Carolina Control Share Acquisition Act, whigguires an acquiror to obtain the favorable wite company's other shareholders be

it is allowed to vote shares acquired in excesedfain statutory percentages. As permitted byAtttethe TRICON Articles provide that this
Act shall not be applicable to TRICON. The secanditie North Carolina Shareholder Protection Acticlvlestablishes minimum safeguards
for a company's public shareholders in the eveotrenm entity first acquires more than 20% of tleektand then wishes to accomplish a
second-step combination of the two businesses. Safelguards relate to the minimum value to be fmaitie company's remaining
shareholders in any such business combinationepraton of board of directors representation fiar publicly-owned shares and of the
dividend rate; limitations on certain intercorperatansactions prior to the consummation of sudin@ss combination; and requirements as
to disclosure to remaining shareholders in conoectiith any such proposed business combinatioredsénthese minimum safeguards are
observed, any such business combination would redué affirmative vote of the holders of 95% a thoting shares of a corporation.

INDEMNIFICATION OF DIRECTORS

A provision of the TRICON Articles (the "Provisignprovides that to the full extent from time to émermitted by law, no Director shall be
personally liable in any action for monetary dansafge breach of any duty as a Director, whethehsation is brought by or in the right of
the Company or otherwise. Neither the amendmentepwal of the Provision, nor adoption of any psai of the TRICON Articles which |



inconsistent with the Provision, shall eliminateeduce the protection afforded by the Provisiothwéspect to any matter which occurred, or
any cause of action, suit or claim which, but foe Provision would have accrued or arisen, pricguich amendment, repeal or adoption.

While the TRICON Atrticles provide Directors withgiection from awards for monetary damages for breaof their duty of care, they do
not eliminate such duty. Accordingly, the TRICONtigles will have no effect on the availability af@table remedies such as an injunction
or recission based on a Director's breach of hiseeoduty of care.

The TRICON Articles provide that the Company shiallthe fullest extent from time to time permitteglaw, indemnify its Directors and
officers against all liabilities and expenses iy anit or proceeding, whether civil, criminal, adstrative or investigative, and whether or
brought by or on behalf of the Company, includitigappeals therefrom, arising out of their statssach or their activities in any of the
foregoing capacities, unless the activities offieeson to be indemnified were at the time takernmwimor believed by him to be clearly in
conflict with the best interests of the Companye TTompany shall likewise and to the same extergnmify any person who, at the request
of the Company, is or was serving as a Directdicef, partner, trustee, employee or agent of asrdibreign or domestic corporation,
partnership, joint venture, trust or other entesgrior as a trustee or administrator under any@aplbenefit plan. The right to be indemnit
shall include, without limitation, the right of a@rctor or officer to be paid expenses in advarfabefinal disposition of any proceeding
upon receipt of an undertaking to repay such amoalass it shall ultimately be determined that hehe is entitled to be indemnified. A
person entitled to indemnification shall also balgaasonable costs, expenses and attorneys'ifedsd{ng expenses) in connection with the
enforcement of rights to the indemnification graht€he foregoing rights of indemnification shallt e exclusive of any other rights to wh
those seeking indemnification may be entitled arallsiot be limited by the provisions of the No@hrolina Business Corporation Act or &
successor statute. The Board of Directors maydakb action as it deems necessary or desirabkty cut the foregoing indemnification
provisions, including adopting procedures for deiaing and enforcing the rights guaranteed therahg,the Board of Directors is expressly
empowered to adopt, approve and amend from tinienosuch Bylaws, resolutions or contracts impletimgnsuch provisions or such furtr
indemnification arrangement as may be permittethtw Neither the amendment or repeal of the foneg@mdemnification provisions, nor t
adoption of any provision of the TRICON Articleconsistent with the foregoing indemnification pigighs, shall eliminate or reduce any
rights to indemnification afforded by the foregoingemnification provisions to any person with resfto their status or any activities in tt
official capacities prior to such amendment, repeaddoption.

1998 ANNUAL MEETING AND SHAREHOLDER PROPOSALS

TRICON's first annual shareholders meeting afterDistribution is expected to be held on May 138.9f a shareholder wishes to have a
proposal considered at the 1998 meeting and indludéhe Proxy Statement for that meeting, the psapmust be received by TRICON in
writing on or before November 30, 19¢



AVAILABLE INFORMATION

When this Form 10 becomes effective, TRICON willdodbject to the reporting requirements of the SgearExchange Act of 1934, as
amended, and, in accordance therewith, will filgorts, proxy statements and other information whth Securities and Exchange Commis:
(the "Commission"). Copies of the Form 10, inclglthe exhibits thereto, and the reports, proxyestents and other information filed by
TRICON with the Commission can then be inspectetlapied at the public reference facilities of @@mmission, 450 Fifth Street N.W.,
Room 1024, Washington D.C. 20549 and at the Comom'ssRegional Offices: 7 World Trade Center, 1fBtbr, New York, NY 10048 and
500 West Madison Street, Suite 1400, Chicago, 630 Copies of such material can be obtained acpieed rates from the Public
Reference Section of the Commission, 450 FifthestheW, Room 1024, Washington D.C. 20549. Copieg aiso be obtained from the
Commission's Web Site (http://www.sec.gov). Follegvihe listing of TRICON Common Stock on the NYSIRICON will be required to
file with that exchange copies of such reportsxprstatements and other information which thenlmamspected at the offices of such
exchange at 20 Broad Street, New York, NY 10005.

MANAGEMENT'S DISCUSSION AND ANALYSIS
Management's Discussion and Analysis
for Fiscal Years Ended December 28 1996, Decenmbel @5 and December 31, 1994

For purposes of this Management's Discussion aradyais, TRICON includes the worldwide operation&Ké&iC, Pizza Hut and Taco Bell (i
core businesses)and the non-core U.S. businesisefohdisposal: CPK, Chevys, D'Angelo, ESM and HNN

The following Management's Discussion and Analghisuld be read in conjunction with the audited Ciorath Financial Statements on pa
F-2 - F-24 and the Cautionary Statements on pagél@audited Combined Financial Statements indud®ein may not necessarily be
indicative of the results of operations, finangiakition and cash flows of TRICON in the futurehad it operated as a separate, independent
company during the periods presented. The auditedbthed Financial Statements included herein doeftdct any changes that may occur
in the financing and operations of TRICON as a ltesfithe Distribution.

This Management's Discussion and Analysis is ptesen five sections. The first section discussB$CION's ownership strategy and
portfolio management (pages 52-53). The secondibseahalyzes the combined results of operationspaoddes a perspective on operations
outside of the United States (pages 53-59). Thd #nd fourth sections address TRICON's combinsH laws (pages 59-61) and financial
condition (page 61), respectively. The final setBammarizes TRICON's use of derivatives (page 62).

Ownership Strategy and Portfolio Management

TRICON continues to execute the initiatives statteo years ago to reduce its percentage ownershigal system units by selling
Compan-operated restaurants



existing and new franchisees and closing underpaifi units. Although these initiatives reduce mnepd revenues, the refranchising
initiative is intended to improve returns by elimiimg the capital investment in units while genagafranchise fees. In addition, margins and
cash flows benefit from the one-time impact of aefrhising gains and the ongoing impact of closindeuperforming Company-operated
units. As a result of these initiatives, couplethwiet new points of distribution by TRICON's fraimees and licensees, TRICON's overall
ownership percentage (including joint venture yrofsits core businesses' total system units dedliny 2 percentage points to 48% at year-
end 1995 and 4 percentage points to 44% at yeal-29@| both driven by declines in the U.S. TRIC@f/anchised 264 and 640 Company-
operated units in 1995 and 1996, respectively.|Bystem units grew 6% and 4% in 1995 and 199@ems/ely, driven by net new points of
distribution by TRICON's franchisees and licenséggiear- end 1995 and 1996 TRICON had 293 and@@®&pany-operated non-core U.S.
restaurants, respectively.

Results of Operations
The table in Note 3 on page F-11 summarizes sgnifiitems impacting comparability.

Revenues declined $18 million in 1996. Company+ateel restaurants revenues decreased $75 milliafoomhe decrease was driven by
volume declines, partially due to lapping the srenlume increases in the second quarter of 198&use of the successful introduction of
Stuffed Crust Pizza in the U.S., and the unfavarabbpact of fewer net Company-operated units. Thieséines were partially offset by
higher effective net pricing and the consolidaidrCPK at the end of the second quarter of 1996 Kézte 16 on page F-20). The $57 million
or 13% increase in franchise and license fees pilynaflected new franchise and license units #relcontinuing franchise fees from
refranchised restaurants.

In 1996, same store sales for Company-operated ingiteased 6% at KFC U.S. due primarily to theaotf new products such as Tender
Roast Chicken, Colonel's Crispy Strips and Chunkicken Pot Pies. Same store sales for Company-gokuaits decreased 4% and 2% at
Pizza Hut U.S. and Taco Bell U.S., respectivelflenting fewer customer transaction counts.

Revenues increased $685 million or 7% in 1995. fifyethird week in 1994 (see Note 3 on page F-fejuced the 1995 revenue growth rate
by approximately 2 percentage points.Company-opdnastaurants revenues grew $643 million or 7%.growth reflected net additional
Company-operated units and higher effective neingi partially offset by a decline in volume. Fchise and license fees increased $42
million or 11%, primarily driven by the net new pts of distribution by TRICON's franchisees anetisees.

In 1995, same store sales for Company-operated ungiteased 4% and 7% at Pizza Hut U.S. and KFC t&§pectively, driven by new
product offerings. Same store sales for Companyadpeé units declined 4% at Taco Bell U.S. due teefecustomer transaction counts. Same
store sales growth has been adjusted to excludenghect of the fift--third week in 1994 (see Note 3 on pa¢-11).



Company-Operated Restaurant Margins and Profit

1996 1995 1994
Revenues from Company-
operated restaurants 100.0% 100.0% 100.0%
Food and paper 33.0% 33.1% 32.8%
Payroll and employee benefits 28.7%  28.4% 28.8%
Occupancy and other operating
expenses 27.8%  27.6% 27.4%
Margins 10.5%  10.9% 11.0%
Profit $1,019 $1,074 $1,012

In 1996, Companyperated restaurant margins declined .4 percepwigés. The decline primarily reflected an increaseperating costs as
percent of revenues due to lower revenues causdddrgased customer transaction counts in Pizz&JHutand Taco Bell U.S. (i.e.,
"deleveraging"). The margin decline was moderatethb fact that higher effective net pricing exaagéhcreases in the costs of labor, food
(led by cheese) and occupancy and other operatipgnses. The increased labor costs reflected isesda wage rates and benefits as well as
increased staffing due to TRICON's customer semig@ovement initiatives. Increased occupancy aheroperating expenses included
higher refurbishment expenses at Pizza Hut U.S.

Company-operated restaurant margins declined deptrge point in 1995. The deleveraging effecedficed revenues at Taco Bell U.S. due
to decreased customer transaction counts couplbdveireased occupancy and other operating expenwses substantially offset by reduced
food costs (led by beef), labor efficiencies raaglfrom reduced restaurant management staffinghégtter effective net pricing.

General, administrative and other expenses ("G&A&hprises general and administrative expensesr, mtb@me and expense and equity
income or loss from investments in unconsolidatétiaaes. The $75 million or 9% growth in G&A in9B6 reflected increased spending, led
by multiple U.S. initiatives to improve customensgee and to support international growth. Custosewice initiatives included expanding
the number and training of personnel supervisiegéstaurant managers, as well as project speadimigst market-related programs. These
increased expenses were offset by equity incom®96 compared to losses in 1995, due in part talisence of CPK's losses as a result of
its consolidation in 1996 (see Note 16 on page FF4B0L995, G&A grew $42 million or 5% primarily ftecting a $17 million charge in 1995
to move Pizza Hut's headquarters from Wichita tbd3aspending to support U.S. field operations iaternational development. Included in
G&A is an allocated amount reflecting TRICON's ghaf overhead costs related to PepsiCo's sharethiasthative expenses of $53 million,
$52 million and $50 million in 1996, 1995 and 198&pectively. The amounts allocated to TRICON wirged on the ratio of TRICON's
revenues to PepsiCo's revenues. They are not @eitggsdicative of the expenses that TRICON woldye incurred for these services had it
been a separate, independent comp



Net facility actions

(% in millions) 1996 1995 1994
Refranchising gains* $(139) $(93) $-
Store closure costs 40 38 10
SFAS 121 impairment

charges 62 457

Net (gains)/losses from
facility actions  $(37) $402 $10
After-tax $(21) $295 $6

* Included initial franchise fees of $22 and $8L@06 and 1995, respectively.

Net gains and losses from facility actions resuitrf TRICON executing its initiatives to refranchiggits and close underperforming un

and its impairment evaluations for restaurantsstaised in the business under SFAS 121. TRICON eddpted SFAS 121 as of the
beginning of the fourth quarter of 1995. The injtreoncash charge of $457 million in 1995, $120ioml of which related to the non- core
U.S. businesses, resulted from TRICON evaluatirmhraeasuring impairment of restaurants to be us#ukitusiness at the individual
restaurant level. Previously, impairment was eveldiand measured if a restaurant concept was inguperating losses and was expecte
incur operating losses in the future. Because @&thong operating profit history or prospectsdach concept, no impairment evaluation had
been required in 1994. The recurring SFAS 121 immpamt charge in 1996 resulted from the semi-animp&irment evaluations of each
restaurant to be used in the business that eitit&lly met TRICON's "two-year history of operagifosses" impairment indicator or was
previously evaluated for impairment and, due tonges in circumstances, a current forecast of futash flows would be expected to be
significantly lower than the forecast used in thiempevaluation.

Unusual disposal charges of $246 million ($189iorillafter-tax) in 1996 were associated with a fowgparter decision to dispose of
TRICON's remaining non-core U.S. businesses, CRt€vEs, D'Angelo and ESM, and a first quarter deciso dispose of the operating
assets of HNN. These charges were on top of the 8fition of impairment charges incurred for thésesinesses in 1995.

The additional impairment charges recognized ir6li@lect both a different assessment of the fupwospects of the businesses compared tc
1995 and the different requirements under SFASf@2determining impairment for assets to be so@P@Lbasis) compared to assets to be
held and used in the business (1995 basis). Fasset to be disposed of, SFAS 121 requires the¢ lassecorded at the lower of its carrying
amount or fair market value, i.e., the amount edtparty would be willing to pay, less costs td.debr an asset to be held and used, an asset
can not be impaired when the related estimated maimindiscounted future cash flows, before intemes income taxes, are equal to or
greater than the carrying amount of the asset., Tduasset to be held and used cannot be impaiegdteough its estimated future cash flc
may not provide a normal return on TRICON's invesitr



Reported operating profit increased $120 millior1@96. Ongoing operating profit, which was adjugtedxclude the unusual disposal
charges in 1996 and the initial impact of adop®fAS 121 in 1995 (see Note 3 on page F- 11), deede®91 million or 13%. The decline
reflected the increased G&A expenses and reduadd fsrom Company- operated restaurants, partiaffget by increased profit from
franchise and license fees.

Reported operating profit decreased $330 milliod985. Ongoing operating profit, which was adjudtedxclude the initial impact of
adopting SFAS 121 in 1995 (see Note 3 on page Fgtéyv $127 million or 22%. The fifty- third week 1994 (see Note 3 on page F-11)
reduced the ongoing operating profit growth ratapgroximately 5 percentage points. The increasedua to net refranchising gains in
1995, compared to store closure costs in 1994 ehigiofits from Company-operated restaurants aagased franchise and license fees.
These improvements were partially offset by inceelaS&A expenses.

Interest expense, net
% Growth Rates

(% in millions) 1996 1995 1994 1996 1995
PepsiCo allocation $(275) $(316) $(300) (13) 5
External debt (35) (52) (49) (33) 6
Interest expense (310) (368) (349) (16) 5
Interest income 10 13 8 (23) 63
Interest expense, net $(300) $(355) $(341) (15) 4

TRICON's operations have been financed througbp&sating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes anatltan of PepsiCo's interest expense (PepsiCoghiesl average interest rate applied to
the average balance of investments by and advdmresepsiCo to TRICON) and interest expense oextsrnal debt. TRICON's external
debt is primarily limited to capital lease obligais associated with real estate and, to a mucérleggent, assumed debt of acquired
businesses and international third-party debt. TRIGs expected to have a capital structure diffefiemm the capital structure in the
Combined Financial Statements (see Pro Forma Ceedebombined Balance Sheet on page F-32) and anglyrdnterest expense is not
necessarily indicative of the interest expense TRICON would have incurred as a separate, indegr@rncbmpany or will incur in future
periods.

Interest expense, net declined 15% in 1996 primeeilecting a lower average balance of net investi: by and advances from PepsiCo,
coupled with PepsiCo having a lower weighted aveliaterest rate. Interest expense, net in 199%asad 4%, reflecting an increase in
PepsiCo's weighted average interest rate, coupkbdashigher average balance of investments byaaivdnces from PepsiC



Income Taxes
($ in millions) 1996 1995 1994

Reported
Income Taxes $ 125 $ 29 $122
Effective Tax Rate 173.6% (28.2)% 50.6%

Ongoing*
Income Taxes $ 182 $ 162 $122
Effective Tax Rate 57.2% 45.8% 50.6%

* Adjusted to exclude the effects of the unusuapdsal charges in 1996 and the initial impact ojpgidg SFAS 121 in 1995 (See Note 3 on
page F-11).

The 1996, 1995 and 1994 reported effective taxsratre 173.6%, (28.2%) and 50.6%, respectively.féle@wing reconciles the U.S. Fede
statutory tax rate to TRICON's ongoing effectiveera

1996 1995 1994
U.S. Federal statutory tax rate  35.0% 35.0% 35.0%
State income tax, net of Federal
tax benefit 22% 2.1% 4.9%

Foreign and U.S. tax effects
attributable to foreign

operations 17.0% 7.1% 11.3%
Other, net 3.0% 1.6% (0.6)%
Ongoing effective tax rate 57.2% 45.8% 50.6%

The 1996 ongoing effective tax rate increased péréentage points to 57.2% while the 1995 ongoffegtve tax rate declined 4.8
percentage points to 45.8%. The effective tax a#ttébutable to foreign operations varied from y@myear but in each year was higher than
the U.S. Federal statutory tax rate. This was ilgndue to foreign tax rate differentials, inclagi foreign withholding tax paid without
benefit of the related foreign tax credit for Uilgcome tax purposes, and losses of foreign opersfior which no tax benefit could be
currently recognized.

The increase in the 1996 ongoing effective tax rali@ed to an increase in tax effects attributédl®reign operations, due in part to
adjustments related to prior tax years, and thebéshment of a valuation allowance due to a chamgedgment as to the expected realiza
of certain foreign deferred tax assets resultiogfia larger than expected net operating loss dd®®$ and forecasted continuing operating
losses for the next several years in a foreigrsgliction.

The decrease in the 1995 ongoing effective taxpateipally reflected a reduction in tax effecttriutable to foreign operations and redu
state income taxes.

Income tax expense was calculated as if TRICONM fileparate income tax returns. As PepsiCo mantegyisciposition on a consolidated
basis, which takes int



account the results of all of its businesses, TRIG®ffective tax rate in the future could varyrfrits historical effective tax rates. TRICOI
future effective tax rate will largely depend om structure and tax strategies as a separate,@ndept company.

(Loss)/Income Before Cumulative Effect of Accougti@hanges

% Gr owth Rates
($ in millions) 1996 1995 1994 1996 1995
Reported $(53) $(132) $119 (60 ) NM
Ongoing* $136 $192 $119 (29 ) 61

NM - Not Meaningful

* Adjusted to exclude the unusual disposal chamgd®996 and the initial impact of adopting SFAS 121995 (see Note 3 on page F-11).

International Operations

% G rowth Rates
(% in millions) 1996 1995 1994 1 996 1995
Revenues $2,308 $2,087 $1,794 11 16
Operating Profit*
Reported $ 144 $ (26) $ 79 NM NM
Ongoing** $ 144 $ 111 $ 79 30 41

NM - Not Meaningful

* Includes equity income/(loss) but excludes foreixchange gains/(losses). ** Adjusted to exclumeinitial impact of adopting SFAS 121
in 1995 (see Note 3 on page F-11).

In 1996, TRICON's international business represkatmut 20% of its revenues and its ongoing opegairofits. As currency exchange rates
change, translation of the income statements ofCTI's international operations into U.S. dollaraldaaffect year-over-year comparability
of operating results. To the extent that transteéfiects are material, they are discussed herein.

International Operations Review
1996 vs. 1995

Revenues increased $221 million driven by the fablerimpact of net additional Company-operatedsyhigher effective net pricing and
increased volume:



Reported operating profit increased $170 milliong@ing operating profit increased $33 million reflag increased franchise and license
due to new unit activity, net additional Companyeed units, increased volumes and profits frotrfawlity actions compared to losses in
1995 (see below). These benefits were partiallyetfby increased administrative costs for systaitiatives and standardization of
operational processes to support growth.

Net Facil ity Actions
($ in millions) 1996 1995
Refranchising gains $(5) $(4)
Store closure costs 5) 12
Recurring SFAS 121
impairment charges 8
Net (gains)/losses from facility actions $(2) $8

1995 vs. 1994

Revenues increased $293 million or 16%. The fifiiyet week in 1994 (see Note 3 on page F-11) redtteed 995 revenue growth rate by
approximately 2 percentage points. The revenuease primarily reflected additional Company-opetateits.

Reported operating profit decreased $105 milliong@ng operating profit increased $32 million o4 1The fifty-third week in 1994 (see
Note 3 on page-11) reduced the ongoing operating profit growte tay approximately 7 percentage points. The irswdangoing operating
profit reflected additional Company-operated unitsreased franchise and license fees primarilgnfn@t new units and a net favorable
currency translation impact. These gains were glribffset by increased administrative expensas&Bmillion of net facility losses in 19¢
A reduction in volume was substantially offset igher prices, which exceeded increased costs.

Combined Cash Flows

TRICON's capital investments and acquisitions Hasen financed by cash flow from operations, refnéging of restaurants, or investments
by and advances from PepsiCo. Under PepsiCo'satizett cash management system, PepsiCo depo3IRI@ON's bank accounts sufficie
cash to meet TRICON's daily obligations and witld@&xcess funds from those accounts. These tramssetre included in investments by
and advances from PepsiCo in the Combined BalaheetS

The debt levels prior to the Distribution are naticative of the debt levels of TRICON as a sepaiiadependent entity. As an independent
company, TRICON expects to obtain initial debt fumgdof approximately $4.5 billion through a $2 lmh senior, unsecured five-year term
loan facility and $2.5 billion under a senior, unsed five- year $3.5 billion revolving credit fii. A portion of the latter facility will be
available in the form of letters of credit. Intdrestes are expected to be based on LIBOR. Thétiesiare expected to have a quarterly
facility fee as well as a semi-annual administefiee. TRICON expects to use substantially alhefinitial debt proceeds to settle certain
amounts due to PepsiCo from TRICON and to declak



pay a dividend to PepsiCo just prior to the Disttibn. Management believes that cash flows fromefsanchising initiatives and from its
operating activities in excess of capital spendifigbe sufficient to fund its debt payments antufe growth.

Combined cash flow activity in 1996 reflected célstvs from operating activities of $713 million wdti, coupled with cash inflows from
refranchising of restaurants of $355 million, fuddmpital spending of $620 million and reduced streents by and advances from PepsiCo
by $285 million and third-party debt by $137 miilio

Net cash provided by operating activities decre&dé million or 12% to $713 million in 1996. Theatease was due to reduced ince
before noncash charges and credits of $76 millfmhlawer working capital cash inflows of $24 mitioThe decline in working capital cash
inflows was primarily due to an unfavorable swingricome taxes payable partially offset by fastemgh in accounts payable and other
current liabilities and a favorable swing in invemés. The change in accounts payable and othegrduiabilities was primarily due to timing
of payments.

Net cash provided by operating activities in 1986lthed $81 million or 9% versus 1994 to $813 roiili The decline primarily reflecte
lower working capital cash inflows in 1995 of $1hdlion partially offset by increased income befor@encash charges and credits of $32
million. The decline in working capital cash inflewas primarily due to a slower rate of growth égeaunts payable and other current
liabilities in 1995 partially offset by a favorabdaving in income taxes payable. The change in adsqayable and other current liabilities
primarily reflected timing of payments and a rediivel of purchases.

Net cash used for investing activities decrease® $8illion or 58% to $249 million in 1996 and $6#iillion or 53% to $597 million in 199:
The 1996 decline was principally due to increasedgeds from refranchising of restaurants, coupli#d reduced capital spending and the
absence of acquisitions. The 1995 decline was pilymdue to reduced capital spending and acquisi#j@roceeds from 1995 refranchisings
and reduced loans to unconsolidated affiliatesctviare classified in other, net.

The decreased capital spending of $81 million i86L&nd $337 million in 1995 primarily reflectedlave down of new unit development by
TRICON as part of its initiative to reduce its pamtage ownership of total system units. Capitahdpey outside of the U.S. represented 26%
of total capital spending in 1996 and 1995 and 32%994.

Net cash used for financing activities almost dedbh 1996 to $422 million primarily reflecting dgiayments in 1996 compared to proce
in 1995 and a greater decline in investments byaatvéinces from PepsiCo. Net cash used for finaragtigities of $218 million in 1995
compared to a cash inflow of $388 million in 19%4is change was primarily due to a swing in invesita by and advances from Pepsi



Free cash flow is the key internal measure usedatuate cash flow that investors may want to a®rsas an indication of cash available for
debt repayment and to fund additional investmédfrse cash flow is not a measure defined by geyemattepted accounting principles. This
measure is provided as a supplement, and not aléeainative to cash flows from operating, investamgl financing activities as defined by
generally accepted accounting principles.

(% in millions) 1996 1995 1994
Net cash provided by
operating activities $713 $813 $ 894
Investing activities
Capital spending (620) (701) ( 1,038)
Refranchising of
restaurants 355 165
Sales of property,
plant & equipment 45 43 21
Other, net (29) (38) (134)
$464 $282 $ (257)

In 1996, free cash flow increased $182 million 6%6to $464 million. The increase reflected the kigbroceeds from refranchising of
restaurants and lower capital spending, partigfised by reduced cash flow from operating actigtiln 1995, the favorable free cash flow
swing of $539 million was due primarily to lowerital spending, 1995 refranchising of restaurantstae reduced loans to unconsolidated
affiliates, which are classified in other, net. $aeash inflows were partially offset by reduceshciow from operating activities.

Combined Financial Condition

Assets at year-end 1996 decreased $388 milliodota6$6.5 billion. The decline reflected the impaftthe unusual disposal charges of $246
million (see Note 3 on page F-11). The increager@paid expenses, deferred income taxes and aihrent assets principally reflected a
reclassification of the reduced carrying amounti¢iwhieflects estimated fair market value) of the4ore U.S. restaurant assets which are
held for disposal and a related increase in cudeferred income tax assets.

TRICON's negative operating working capital positiavhich reflects the cash sales nature of TRIC@N&rations, effectively provides
additional capital for investment. Operating workitapital, which excludes short-term investments strortterm borrowings, was a negati
$445 million and negative $831 million at year-&#96 and 1995, respectively. The $386 million dasesin negative working capital in
1996 primarily reflected the reclassification o thon-core U.S. restaurant assets held for disposdher current assets and the increase in
current deferred income taxes.

See the Pro Forma Condensed Combined Balance &hpage -32, which gives effect to TRICON's anticipated talpstructure



Derivative Instruments

TRICON's policy prohibits the use of derivativetimsnents for trading purposes and TRICON has pnaaedin place to monitor and control
their use.

TRICON's use of derivative instruments is currefittyited to commodity futures contracts traded ational exchanges, which are entered
into with the objective of reducing food costs. Wtsuch hedging activity has historically been tedi hedging activity could increase in the
future if TRICON believes it would result in lowtstal costs. Open contracts and deferred gaindcmsés at year-end 1996 and 1995, as well
as gains and losses recognized as part of coataxf ;1 1996, 1995 and 1994, were not significant.

Management's Discussion and Analysis for the 122a&nd/eeks Ended June 14, 1997 and June 15, 1996

The following Management's Discussion and Analghisuld be read in conjunction with the unauditedidamsed Combined Financial
Statements on pages F-25 - F-29 and the Cauti@tatgments on page 69. For purposes of this Manamgignbiscussion and Analysis,
TRICON includes the worldwide operations of KFCz#i Hut and Taco Bell, its core businesses. Intaddithe U.S. information includes
TRICON's non-core businesses consisting of Chew88/, and HNN through their respective dates of aksh and CPK and D'Angelo,
which are held for disposal.

Ownership Initiatives

As a result of TRICON's initiative to refranchiseits and close underperforming units, coupled wihnew points of distribution by
TRICON's franchisees and licensees, TRICON's ovevalership percentage (including joint venturetsnof its core businesses' total sys
units since year-end 1996 declined 2% to 42% at ddn 1997, driven by declines in the U.S. TRIC@Manchised 261 and 355 Company-
operated units in the quarter and year-to-datpes/ely. Total system units declined less thdhadaercentage point from the end of 1996.
At June 14, 1997 and December 28, 1996 TRICON IB&dhd 296 Company-operated non-core U.S. restayraspectively.

Results of Operations

Revenues decreased $29 million in the quarter &dhdllion year-to-date, or 1% for both periods.n@zany- operated restaurants revenue
decreased $57 million or 3% in the quarter and $hdon or 2% year-to-date. The declines primarigflected fewer net Company-operated
units as a result of TRICON's initiatives to reditseownership of the restaurant system. In addljtibe decrease in sales was the result of
transaction declines primarily due to lapping ahHigvel of transactions in 1996 because of theesgfal introduction of Triple Decker Pizza.
These declines were partially offset by higheraffe net pricing and increased revenue from TRIGOMN-core U.S. businesses of $14
million and $50 million for the quarter and yeareate, respectively. The non-core increase wasayifyra result of the consolidation of CPK
at the end of the second quarter of 1996. The $fldmor 25% increase in the quarter and $40 willor 19% increase year-to-date in
franchise and license fi



revenues included $19 million of initial fees undespecial KFC franchise renewal program, whicth eahtinue into the third quarter.
Including the initial franchise renewal fees expédo be received in the third quarter, 96% of KH@inchisees are expected to renew their
franchise agreements during 1997, covering the 2@xtears. In addition, TRICON continues to berfedin net new points of distribution by
TRICON's franchisees and licensees and the congifuanchise fees from refranchised restaurants.

TRICON measures same store sales for U.S. Compgreyated units. Same store sales at Pizza Hutaksd &% for the quarter and 7%
yea-to-date reflecting fewer customer transaction ¢e@amd in the quarter, reduced pricing. At Tacd,Bame store sales increased 2% for
the quarter and 3% year-to-date reflecting mixtsthifto higher-priced products such as Border $&embos, Grilled Steak Tacos and Fajita
Wraps and higher pricing taken in late 1996. Tharyte-date same store sales growth benefited fhenvéry successful first quarter Star
Wars promotion. Same store sales at KFC increa%efbBthe quarter and 4% year-to-date due to adnighierage guest check, reflecting
both pricing and new products, as well as increasstbmer transactions.

Company-Operated Restaurant Margins and Profit

12 Weeks Ended 24 Wee ks Ended
(% in millions) 6/14/97 6/15/96 6/14/97 6/15/96
Revenues from Company-
operated restaurants 100.0% 100.0%  100.0 % 100.0%
Food and paper 325% 32.6% 32.4 % 32.7%
Payroll and employee
benefit 28.1% 28.3% 28.9 % 28.7%
Occupancy and other
operating expenses  26.8% 27.3% 26.8 % 27.6%
Margins 12.6% 11.8% 11.9 % 11.0%
Profit $ 280 $ 268 $ 514 $ 487

Company-operated restaurant margins increased alinpErcentage point in the quarter and year-te-gamarily due to higher effective
pricing in excess of cost increases and the favemdifects of net facility actions. These margipmovements were partially offset by an
increase in operating costs as a percent of regethue to the effects of decreased customer traosamunts at Pizza Hut U.S. and Taco Bell
U.S. The effects of the increase in the minimumevagre partially offset by favorable recurring actal adjustments to prior years' casualty
claim liabilities.

General, administrative and other expenses gremihdn in the quarter and $8 million year-to-date,2% for both periods. G&A comprises
general and administrative expenses, other incardeegpense and equity income or loss from investsnarunconsolidated affiliates.
Included in G&A is an allocated amount reflectinglCON's share of overhead costs related to Pegsgbared administrative expenses (see
below). The amounts allocated to TRICON were basethe ratio of TRICON's revenues to PepsiCo'simegs. They are not necessarily
indicative of the



expenses that TRICON would have incurred had ihlzeseparate, independent company.
Allocated G&A
($ in millions) 1997 1996 B/(W)

12 weeks ended $12 $12 $ -
24 weeks ended $24 $21 $(3)

Excluding the allocated G&A, G&A increased $5 naflior 2% in the quarter and $5 million or 1% yeadate. These increases reflected
increased field spending, the effect of consoliatCPK and increased foreign exchange lossesalhauifset by equity income from
TRICON's investments in unconsolidated affiliated997 compared to losses in 1996. Increasedddading primarily reflected continued
customer service improvement initiatives. The fabde swing in equity income primarily reflected titesence of CPK's losses due to its

consolidation.

Net facility actions

12 Weeks Ended 24 Weeks Ended

($ in millions) 6/14/97 6/15/96 6/ 14/97 6/15/96
Refranchising gains* $(137) $(42) $(153) $(88)
Store closure costs 25 4 29 4
SFAS 121 recurring impair-

ment charges 39 18 39 18
Net gains from facility

actions (73)  (20) (85) (66)
After-tax net gains $(53) $(11) $ (56) $(37)
After-tax net gains -

Full-Year** $(79) $(13) $ (87) $(41)

* Included initial franchise fees of $9 and $4 foe 12 weeks ended 6/14/97 and 6/15/96, respegtiamstl $12 and $9 for the 24 weeks ended
6/14/97 and 6/15/96, respectively. ** Because TRNC&locates its income tax expense to interim pkrioased on a forecasted full-year
effective tax rate, the tax attributes associatiél these net facility actions will continue to tezognized in TRICON's tax expense over the
balance of the year. Accordingly, the after-taxhgaicognized in the 12 and 24 week periods is Idhem the full- year amount. The 1997
full-year after-tax gain reflects the tax free gaimm the refranchising of TRICON's restaurantdlew Zealand to a new, independent
publicly-traded company.

Unusual disposal charges of $39 million ($22 millefter-tax) in the second quarter of 1997 andi$éon ($17 million aftertax) in the firsi
quarter of 1996 related to disposal of the non-thf® businesses. The 1997 charge adjusted thergpamount of the non-core U.S.
businesses to their estimated fair market valuedas the actual selling price of three busineaséscurrent negotiations with proba



buyers for the two remaining businesses. The 1886ge adjusted the carrying amount of HNN, a nare-thS. business, based upon a first
quarter 1996 decision to dispose of its operatsggpts. The adjustment was based on internal esgmat

Reported operating profit increased $49 millior2@% in the quarter and $65 million or 20% year-#bed Ongoing operating profit, which
was adjusted to exclude the unusual disposal chaimyereased $88 million or 48% in the quarter §n8 million or 22% year-to-date. The
increase in ongoing operating profit in the quapt@marily reflected the higher gains from net fligiactions and the increased franchise and
license fees, primarily driven by the initial KF@uhchise renewal fees. The year-to-date gain whbyéhe increased franchise and license
fees and profit growth from Company-operated restats.

Interest Expense, net

12 Weeks Ended 24 Weeks Ended
% %

(% in millions) 6/14/97 6/15/96 Change 6/14/97 6/15/96 Change
PepsiCo allocation $(58) $(63) (8) $(118) $(130) (9)
External debt 9 (8 13 @a7rn @7 -
Interest expense $(67) $(71) (6) $(135) $(147) (8)
Interest income 2 2 - 4 4 -
Interest expense, net  $(65) $(69) (6) $(131) $(143) (8)

TRICON's operations have been financed througbpesating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes anatllan of PepsiCo's interest expense (PepsiCoghiesl average interest rate applied to
the average balance of investments by and advérmresPepsiCo to TRICON) and interest expense oextsrnal debt. TRICON's external
debt is primarily limited to capital lease obligats associated with real estate and, to a mucérlestent, assumed debt of acquired
businesses and international third-party debt. TRIGs expected to have a capital structure diffefiemm the capital structure in the
Condensed Combined Financial Statements (see PneaFoondensed Combined Balance Sheet on page &@2ccordingly, the interest
expense is not necessarily indicative of the irsteegpense that TRICON would have incurred as araég independent company or will
incur in future periods. Interest expense, netidedl6% and 8% in the quarter and year-to-datpectvely, reflecting a lower average
balance of net investments by and advances frorsi€ep

Income Taxes

The 1997 reported effective tax rates of 27.5%edquarter and 34.2% year-to-date decreased 1dcérgage points and 8.8 percentage
points over 1996, respectively. The 1997 ongoirigatize tax rates of 30.4% in the quarter and 35y8%r-to-date decreased 12.2 percentage
points and 7.5 percentage points compared to tBé @Agoing effective tax rates. The decline indhgoing effective tax rate was primarily
due to the tax free gain from the refranchisingBfCON's restaurants in Ne



Zealand to a new, independent publicly-traded campjprawhich TRICON has no ownership interest. Edahg the New Zealand gain,
TRICON's ongoing effective tax rate would have b88r9% and 42.6% in the quarter and year-to-dagpectively.

Income tax expense was calculated as if TRICON fileparate income tax returns. As PepsiCo mantgsciposition on a consolidated
basis, which takes into account the results affalis businesses, TRICON's effective tax ratehimfuture could vary from its historical
effective tax rates. TRICON's future effective tate will largely depend on its structure and taategies as a separate, independent
company.

Net Income
12 Weeks Ended 24 Weeks Ended
% %
(% in millions) 6/14/97 6/15/96 Change 6/14/ 97 6/15/96 Change

Reported $121 $66 83 $173 $106 63 Ongoing* $143N@65195 $123 59

NM - Not Meaningful
* Adjusted to exclude the effect of the unusuapdisal charges described on page 64 - 65.

International Operations

12 Weeks Ended 24 Weeks Ended
% %
(% in millions) 6/14/97 6/15/96 Change 6/14/ 97 6/15/96 Change

Revenues $555 $526 6 $1,069 $1,023 4 Operating’pd®9 $ 26 NM $ 142 $ 60 NM

NM - Not Meaningful
* Includes equity income/(loss) but excludes fonegxchange gains/(losses).

Revenues increased $29 million for the quarter&t@imillion year-to-date. The growth was drivenrigf additional Company-operated units
and higher effective net pricing. These gains vpamially offset by the effects of unfavorable @ncy translation and year-to-date, one less
four-week accounting period for Canada and Koregaénfirst quarter of 1997. Canada and Korea conéal their reporting cycle to facilitate
the quarterly closing process.

Operating profit increased $73 million and $82 ioillfor the quarter and year-to-date, respectivEfye profit growth primarily reflected
increased net gains from facility actions as sunmadrbelow, driven by the refranchising of TRICOMstaurants in New Zealar



The positive impact of the higher effective netpry, the net additional Company-operated unitskdgter franchise fees was partially offset
by higher store operating costs, reflecting inceddacentive-based

compensation.

Net Facility Actions
12 Weeks Ended 24 Weeks Ended

(% in millions) 6/14/97 6/15/96 Change 6/14/97 6/15/96 Change
Refranchising gains $(89) $(89) $(89) $(2) $(87)
Store closure costs 22 22 23 (2) 25
Recurring impairment

charges 1 $2 (1) 1 2 O
Net (gains)/losses

from facility actions $(66) $2 $(68) $(65) $(2) $(63)

Combined Cash Flows

TRICON's capital investments and acquisitions Hasen financed by cash flow from operations, refnéing of restaurants, or investments
by and advances from PepsiCo. Under PepsiCo'satizett cash management system, PepsiCo depo3IRI@ON's bank accounts sufficie
cash to meet TRICON's daily obligations and witlds@&xcess funds from those accounts. These tramssetre included in investments by
and advances from PepsiCo in the Condensed ComBialadce Sheet.

The debt levels prior to the Distribution are naticative of the debt levels of TRICON as a segafiadependent company. As an
independent company, TRICON expects to obtainaindebt funding of approximately $4.5 billion thghua $2 billion senior, unsecured five-
year term loan facility and $2.5 billion under aise, unsecured fiv- year $3.5 billion revolving credit facility. A pton of the latter facility
will be available in the form of letters of creditterest rates are expected to be based on LIBGRfacilities are expected to have a quar
facility fee as well as a semi-annual administefiee. TRICON expects to use substantially alhefinitial debt proceeds to settle certain
amounts due to PepsiCo from TRICON and to decladepay a dividend to PepsiCo just prior to the iiistion. Management believes that
cash flows from its refranchising initiatives amdrfi its operating activities in excess of capidrading will be sufficient to fund its debt
payments and future growth.

Combined cash flow activity in 1997 primarily refted a greater reduction in investments by andrezbsafrom PepsiCo of $388 million and
reduced cash inflows from operating activities 64 $nillion, partially offset by increased cash geds from refranchising of restaurants of
$184 million, a favorable swing in net debt actestof $126 million, as well as proceeds of $91liotlfrom the sale of non-core businesses.

Net cash provided by operating activities decre&&million to $231 million in 1997. The decreagas due to increased working cap
cash outflows of $63 million. The increased workaagpital cash outflows primarily reflected an unfeable swing in accounts payable and
other current liabilities and increased cash outfloelated to prepaid expenses, deferred incones taxd other current asse



These cash outflows were partially offset by a fabte swing in income taxes payable. The unfaverabling in accounts payable and other
current liabilities was primarily due to the abset casualty insurance liabilities in 1997 resigtfrom a change to premiubased insuranc
in 1997 compared to being largely self-insured986. The increase in prepaid expenses, deferrednadaxes and other current assets
reflected a 1997 premium deposit for U.S. casualtyrance. A comparable premium deposit was noemmad996 because TRICON was
largely self-insured.

Net cash provided by investing activities increa$2€7 million to $315 million primarily reflectinmcreased proceeds from refranchising
restaurants, proceeds from the sale of non-coriedsses and reduced capital spending.

Net cash used for financing activities increaseg2¥aillion to $572 million in 1997. This reflectedgreater reduction in investments by .
advances from PepsiCo, partially offset by the fatate swing in net debt activities in 1997.

Free cash flow is the key internal measure usedatuate cash flow that investors may want to a®rsis an indication of cash available for
debt repayment and to fund additional investmdfrese cash flow is not a measure defined by geyematiepted accounting principles. This
measure is provided as a supplement, and not aléeainative to cash flows from operating, investamgl financing activities as defined by
generally accepted accounting principles.

24 Weeks Ended
(% in millions) 6/14/97  6/15/96

Net cash provided by

operating activities $231 $ 295
Investing activities

Capital spending (175) (206)

Refranchising of restaurants 384 200

Sale of non-core businesses 91

Sales of property, plant

and equipment 34 11
Other, net (29) 13
$546 $ 313

The increase in free cash flow primarily reflectld increased proceeds from refranchising of restds, the sale of non-core businesses in
1997 and reduced capital spending. These castasesavere partially offset by reduced cash provimjedperating activities.

Combined Financial Condition

TRICON's negative operating working capital positizhich reflects the cash sales nature of TRIC@&Etaurant operations, effectively
provides additional capital for investment. Opergtivorking capital, which excludes short- term isiveents and short-term borrowings, was
a negative $403 million and $445 million for 199%al 996, respectivel



The $42 million decrease primarily reflected a dexin accounts payable and other current liabgitind an increase in inventories partially
offset by reduced cash and cash equivalents angased income taxes payable. The lower accountbpmgnd other current liabilities was
due to a reduction in days payable outstandingtlamdale of non-core businesses, as well as lawerance accruals reflecting TRICON's
1997 decision to change to premium-based U.S. ttgsnaurance coverage compared to self-insurin9e6.

Prepaid expenses, deferred income taxes and athent assets declined slightly reflecting the sédlaree non-core U.S. businesses held for
disposal and a further reduction in the carryingoant of the two non-core businesses to be solds&ere partially offset by a
reclassification of amounts to prepaid taxes aedl®97 premium deposit for U.S. casualty insurance.

The declines in Property, Plant and Equipment atahgible Assets included the effects of facilityi@ns, in addition to depreciation and
amortization in excess of capital spending.

See the Pro Forma Condensed Combined Balance &nhpage F-32, which gives effect to TRICON's aptited capital structure.
Cautionary Statements

From time to time, in both written reports and @@tements, PepsiCo and TRICON may discuss exjmaegarding TRICON's future
performance. These "forward-looking statements'based on currently available competitive, finahared economic data and TRICON's
operating plans. They are also inherently uncedahinvestors must recognize that events coutddut to be significantly different than
what was expected. In addition, as discussed indgament's Discussion and Analysis:

- TRICON's ability to execute its refranchisingtiafives (pages 52-53 and 62) is subject to theicoed interest and ability of existing and
new franchisees to purchase TRICON's restauramiscatls TRICON considers appropriate.

- TRICON has never operated as a separate, indepeadtity and as a result, future performancelvglimpacted significantly by actions of
a newl-formed management team and the implementatiors striategic objective:



GLOSSARY

CONCEPTS - TRICON restaurant concepts, includirgftanchise business and Company-operated restawfakFC, Pizza Hut and Taco
Bell and the non-core U.S. businesses of CalifoRizaa Kitchen, Chevys Mexican Restaurants, D'Am@szndwich Shops, East Side Mario's
and Hot 'n Now.

CONTINUING FRANCHISE AND LICENSE FEES - Fees paidftanchisor/licensor by franchisee/licensee bagmuh a percentage of the
franchiseel/licensee's sales.

CORE RESTAURANT BUSINESSES - TRICON's worldwide KFC, Pizza
Hut and Taco Bell businesses.

EFFECTIVE NET PRICING - The change in sales or apirg profit due to price increases/decreasestaméffect of product and country
mix. It is not generally practicable to separaiegchanges from the effect of mix.

EQUITY INCOME/(LOSS) - TRICON's share of earningdasses from its investments in unconsolidateiiafs.
FRANCHISE RENEWAL FEE - A fee paid by a franchideghe franchisor upon renewal of an existing frase agreement.
INITIAL FRANCHISE/LICENSE FEE - One time fee paid franchisor/licensor by franchisee/licensee uppening of the unit.

LICENSING - Similar to a franchise arrangement gtdbat the contractual period is shorter, righésreot as broad, it may not require an
initial fee and the continuing fees are generailg higher rate. Licensing is used for non-tradiiopoints of distribution, e.g., airports,
schools, gas and convenience stores, hotels atidrsis In general, licensing arrangements do reptire payment of a marketing fee to the
national marketing fund.

NET FACILITY ACTIONS - The net gain/(loss) from refranchising gainsl{iding initial franchise fees), store closure castd SFAS 121
impairment charges for restaurants to be useckittisinesses.

NET REFRANCHISING GAINS/(LOSSES- Gains/losses from refranchising (including ififianchise fees) net of store closure costs.

NON-CORE U.S. BUSINESSES - California Pizza Kitchehg@ys Mexican Restaurants, D'Angelo Sandwich SHeast Side Mario's and
Hot 'n Now businesses in the U.S. which were orapected to be sold in 1997.

POINTS OF DISTRIBUTION - Traditional restaurant iia@s, including dine-in, delivery and take-oand non-traditional sites such as
airports, gas and convenience stores and schools.

REFRANCHISING GAINS - Gains arising from the safecCmmpany-operated restaurants to franchiseesydimg initial franchise fees.
RESTAURANTS, UNITS, STORES - Terms are interchaibiga

SAME STORE SALES - The average sales per storaileads using U.S. Company-operated stores that hese open for the past twelve
months.

STORE CLOSURE COSTS - The cost of writing-down ¢herying amount of a Comparoperated restaurant's assets to estimated fairet
value less costs of disposal, and the net presdné wf any remaining operating lease payments #ifteestimated closure dates net of
estimated sub-lease income.

SYSTEM-WIDE SALES - The combined sales of Compapg+ated, joint ventured, franchised and licenséts.un

VOLUME - Measured by the ye-ovel-year change in customer transaction counts of Cag-operated units
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F-1
Report of Independent Auditors

Board of Directors and Shareholders
TRICON Global Restaurants, Inc.

We have audited the accompanying combined baldrest 8f TRICON Global Restaurants, Inc. ("TRICOS)of December 28, 1996 and
December 30, 1995 and the related combined stateroBaperations, cash flows and shareholder'syépri each of the years in the three-
year period ended December 28, 1996. These combimettial statements are the responsibility of CTRN's management. O
responsibility is to express an opinion on thesalmoed financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statemerfenred to above present fairly, in all materiaects, the financial position of TRICON as
of December 28, 1996 and December 30, 1995, anab#héts of its operations and its cash flows feheof the years in the three-year period
ended December 28, 1996, in conformity with gemgdcepted accounting principles.

As discussed in Note 3 to the combined financitkeshents, TRICON in 1995 adopted the provisiontbefFinancial Accounting Standards
Board's Statement of Financial Accounting Standalals121, "Accounting for the Impairment of L¢-Lived Assets and for Loi-Lived



Assets to Be Disposed Of." As discussed in Notearntll13 to the combined financial statements, TRN@©1994 changed its method for
calculating the market-related value of pensiom glssets used in the determination of pension expaind adopted the provisions of the
Financial Accounting Standards Board's StatemeRira@ncial Accounting Standards No. 112, "EmployAczounting for Postemployment
Benefits," respectively.

KPMG Peat Marwick LLP
New York, New York
June 30, 1997
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Combined Statement of Operations
(in millions)
TRICON Global Restaurants, Inc.
Fiscal years ended December 28, 1996, Decembé936,
and December 31, 1994
1996 1995 1994
(52 Weeks) (52 Weeks) (53 Weeks)
REVENUES
Company-operated restaurants $9,738 $9,813 $9,170
Franchise and license fees 494 437 395
10,232 10,250 9,565
Costs and Expenses, net
Company-operated restaurants
Food and paper 3,215 3,242 3,009
Payroll and employee benefits 2,793 2,784 2,642
Occupancy and other operating
expenses 2,711 2,713 2,507
8,719 8,739 8,158
General, administrative and
other expenses 932 857 815
Net facility actions (37) 402 10
Unusual disposal charges 246 - -
Total costs and expenses 9,860 9,998 8,983
Operating Profit 372 252 582
Interest expense, net 300 355 341
Income/(Loss) Before Income Taxes and
Cumulative Effect of Accounting
Changes 72 (103) 241
Income Taxes 125 29 122

(Loss)/Income Before Cumulative Effect

of Accounting Changes (53) (132) 119
Cumulative Effect of Accounting Changes

Postemployment benefits (net of income

tax benefit of $3) - - 4

Pension assets (net of income tax

expense of $2) - - 3
Net(Loss)/Income $ (53) $ (132) $ 118

See accompanying Notes to Combined Financial Stattm
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Combined Statement of Cash Flows (page 1 of 2)

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembé936,

and December 31, 1994

1996 1995 1994
(52 Weeks) (52 Weeks) (53 Weeks)



Cash Flows - Operating Activities
(Loss)/income before cumulative effect
of accounting changes $ (53)
Adjustments to reconcile (loss)/income
before cumulative effect of
accounting changes to net cash
provided by operating activities
Depreciation and amortization 621
Impairment charges 62
Noncash portion of unusual
disposal charges 235
Deferred income taxes (150)
Other noncash charges and
credits, net (15)
Changes in operating working capital,
excluding effects of acquisitions
Accounts and notes receivable (16)
Inventories 27
Prepaid expenses, deferred income
taxes and other current assets 2)
Accounts payable and other
current liabilities 85
Income taxes payable (81)
Net change in operating
working capital 13
Net Cash Provided by Operating
Activities 713

Cash Flows - Investing Activities
Capital spending (620)
Acquisitions and investments

in unconsolidated affiliates -

Refranchising of restaurants 355
Sales of property, plant

and equipment 45
Other, net (29)

Net Cash Used for Investing

Activities (249)

$ (132) $119

671 622
457 -

(233)  (68)
13 71

(12) (%)

(22) (12)
10 (30)
25 228
36 (31)
37 150
813 894

(701)  (1,038)

(66)  (113)
165 -
43 21
(38)  (134)

(597)  (1,264)

(Continued on following page)

Combined Statement of Cash Flows (page 2 of 2)

(in millions)

TRICON Global Restaurants, Inc.

Fiscal years ended December 28, 1996, Decembdi988,

and December 31, 1994

1996
(52 Weeks)
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1995 1994

(52 Weeks) (53 Weeks)

Cash Flows - Financing Activities
(Decrease)/increase in investments by

and advances from PepsiCo (285) (226) 453
Payments of long-term debt (57) (17) (71)
Short-term borrowings-three months or
less, net (80) 25 6
Net Cash (Used for)/Provided by
Financing Activities (422) (218) 388
Effect of Exchange Rate Changes on
Cash and Cash Equivalents 1 2) 1
Net Increase/(Decrease) in Cash
and Cash Equivalents 43 4) 19
Cash and Cash Equivalents
- Beginning of Year 94 98 79
Cash and Cash Equivalents
- End of Year $ 137 $ 94 $ 98
Supplemental Cash Flow Information
Cash Flow Data
Interest paid $ 34 48 55
Income taxes paid $ 325 253 266

Schedule of Noncash Investing and



Financing Activity
Liabilities assumed in connection

with acquisitions $ 26 17 112
PepsiCo stock issued in connection
with acquisitions $ - - 25

See accompanying Notes to Combined Financial Staitsn

F-5
Combined Balance Sheet
(in millions)
TRICON Global Restaurants, Inc.
December 28, 1996 and December 30, 1995
1996 1995
ASSETS
Current Assets
Cash and cash equivalents $ 137 $ 94
Short-term investments, at cost 50 11
187 105
Accounts and notes receivable, less allowance
$9 in 1996 and $6 in 1995 125 121
Inventories 88 127
Prepaid expenses, deferred income taxes and
other current assets 562 161
Total Current Assets 962 514
Property, Plant and Equipment, net 4,050 4,448
Intangible Assets, net 1,100 1,386
Investments in Unconsolidated Affiliates 228 382
Other Assets 180 178
Total Assets $6,520  $6,908
LIABILITIES AND SHAREHOLDER'S EQUITY
Current Liabilities
Accounts payable and other current
liabilities $1,200  $1,099
Income taxes payable 157 235
Short-term borrowings 59 144
Total Current Liabilities 1,416 1,478
Long-term Debt 231 260
Other Liabilities 434 325
Deferred Income Taxes 200 270
Shareholder's Equity
Investments by and advances from PepsiCo 4,266 4,604
Currency translation adjustment (27) (29)
Total Shareholder's Equity 4,239 4,575
Total Liabilities and
Shareholder's Equity $6,520  $6,908
See accompanying Notes to Combined Financial Stattm
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Combined Statement of Shareholder's Equity
(in millions)
TRICON Global Restaurants, Inc.
Fiscal years ended December 28, 1996, Decembdi9886,
and December 31, 1994
Investments
by and ad- Cur rency
vances from Tra nslation
PepsiCo  Adj ustment Total
Shareholder's Equity,
December 25, 1993 $4,366 $ 12 $4,378
1994 Net income 118 - 118
Currency translation adjustment - 28 28

Net investments by and advances



from PepsiCo 478 - 478
Shareholder's Equity,

December 31, 1994 $4,962 $ 40 $5,002
1995 Net loss (132) - (132)
Currency translation adjustment - ( 69) (69)
Net investments by and advances

from PepsiCo (226) - (226)
Shareholder's Equity,

December 30, 1995 $4,604 $( 29) $4,575
1996 Net loss (53) - (53)
Currency translation adjustment - 2 2
Net investments by and advances

from PepsiCo (285) - (285)
Shareholder's Equity,

December 28, 1996 $4,266 $( 27)  $4,239

See accompanying Notes to Combined Financial Staitsn
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Notes to Combined Financial Stateme
(tabular dollars in millions)

Note 1 - PepsiCo, Inc.'s Proposed Spin-Off of itsé&taurant Businesses

In 1997, the Board of Directors of PepsiCo, In@gpsiCo") approved the spin-off of its core restatibusinesses to its shareholders as an
independent, publicly-traded company (the "Distiidmi’). The Distribution is subject to a tax rulibg the Internal Revenue Service that
would allow it to be tax-free to shareholders sabje U.S. Federal income taxes, various regulaapgyrovals, appropriate stock market
conditions and approval of a definitive plan by §i§o's Board of Directors. TRICON Global Restausafric. ("TRICON"), the new
company, is composed of the worldwide operationBinZa Hut, Taco Bell and KFC and the non-core BuSinesses held for disposal (see
Note 3 on page-11). Immediately following the Distribution, Pe@& will no longer have a financial investment inIC®N. However,
TRICON shares will be owned by PepsiCo's pensiast ivn behalf of PepsiCo's employees. PepsiCaevilain liable on certain existing
contingent liabilities relating to TRICON's busises which were not able to be released, termirategplaced prior to the Distribution Date
("unreleased contingent liabilities"). After thedribution, TRICON will pay a fee to PepsiCo folyamreleased contingent liabilities until
they are released or replaced by a qualified lefteredit. TRICON will also fully indemnify Peps@éCfor any payments made under the
unreleased contingent liabilities.

TRICON expects to obtain initial debt funding armksubstantially all of the proceeds to settleagedmounts due to PepsiCo from TRICON
and to declare and pay a dividend to PepsiCo jist fo the Distribution. In addition, TRICON anepsiCo will enter into several
agreements providing for the separation of the @igs and governing various relationships betwdRICDN and PepsiCo, including a
Separation Agreement, Tax Separation Agreement|@&me Programs Agreement and Telecommunicatiorfby&e and Computing
Services Agreement.

The Combined Financial Statements included heraiy not necessarily be indicative of the resultegdrations, financial position and cash
flows of TRICON in the future or had it operatedsaseparate, independent company during the pepiedented. The Combined Financial
Statements included herein do not reflect any chsitigat may occur in the financing and operatidriERICON as a result of the
Distribution.

Note 2 - Summary of Significant Accounting Policies

The preparation of the Combined Financial Statesientonformity with generally accepted accounfinigiciples requires management to
make estimates and assumptions that affect repanedints of assets and liabilities and disclosfimotingent assets and liabilities at the
date of the financial statements and the reponteoluats of revenues and expenses during the regqréiriod. Actual results could differ frc
those estimates.

Basis of Combination and Preparation. The accompgr@ombined Financial Statements of TRICON incltlteresults of operations and
assets and liabilities directly related to TRICObBP®rations. TRICON's intercompany accounts ants&retions have been eliminated.
Investments in unconsolidated affiliates in whidRITON exercises significant
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influence but not control are accounted for byehaity method and TRICON's share of the net incomless of its unconsolidated affiliates
is included in general, administrative and othgramses in the Combined Statement of Operations.

TRICON was allocated $53 million, $52 million anBiGmillion of overhead costs related to PepsiCoésed administrative functions in
1996, 1995 and 1994, respectively. The allocatias based on TRICON's revenue as a percent of Répsatal revenue and the allocated
costs are included in general, administrative ahdroexpenses in the Combined Statement of Opagtidanagement believes that such
allocation methodology is reasonable. The expeakesated to TRICON for these services are not seadly indicative of the expenses that
would have been incurred if TRICON had been a sgpaindependent entity and had otherwise mandmgpse functions. Subsequent to the
Distribution, TRICON will be required to manage skedunctions and will be responsible for the expsressociated with the management



public corporation.

TRICON's operations have been financed througbpesating cash flows, refranchising of restaurants investments by and advances from
PepsiCo. TRICON's interest expense includes aoatiin of PepsiCo's interest expense (PepsiCoghtexl average interest rate applied to
the average balance of investments by and advdrmresPepsiCo to TRICON) and interest expense oextsrnal debt. TRICON was
allocated $275 million, $316 million and $300 nahi of interest expense reflecting PepsiCo's averdageest rates of 6.2%, 6.6% and 6.49
1996, 1995 and 1994, respectively. TRICON's extataht is primarily limited to capital lease obltgams associated with real estate and, to a
much lesser extent, assumed debt of acquired ms&a@nd international third-party debt. TRICOHRXpected to have a capital structure
different from the capital structure in the Comhirignancial Statements and accordingly, interegeage is not necessarily indicative of the
interest expense that TRICON would have incurred separate, independent company.

Income tax expense was calculated as if TRICON fileparate income tax returns. As PepsiCo mantgesciposition on a consolidated
basis, which takes into account the results affalis businesses, TRICON's effective tax ratehimfuture could vary from its historical
effective tax rates. TRICON's future effective take will largely depend on its structure and ta@tegies as a separate, independent
company.

Fiscal Year. TRICON's fiscal year ends on the &surday in December and, as a result, a fiftydthieek is added every five or six years.
The fiscal year ending December 31, 1994 consst&d weeks.

Direct Marketing Costs. Direct marketing coststagorted in occupancy and other operating expangbe Combined Statement of
Operations and include costs of advertising andratiarketing activities. Direct marketing costs elnarged to expense ratably in relation to
revenues over the year in which incurred. Adverggxpenses were $571 million, $570 million and&bbllion in 1996, 1995 and 1994,
respectively.

Research and Development Expenses. Research agldgleent expenses, which are expensed as incwesd,$20 million, $17 million an
$22 million in 1996, 1995 and 1994, respectively.

Stock-Based Employee Compensation. TRICON meastwek-based employee compensation cost in accoedaitic APB Opinion No. 25,
"Accounting for Stock Issued to Employees," andélated interpretations. Accordingly, compensatioat for PepsiCo stock option
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grants to TRICON employees is measured as the exéehe quoted market price of PepsiCo's capiitaksat the grant date over the amount
the employee must pay for the stock. PepsiCo'spdito grant stock options at fair market valttha date of grant.

Derivative Instruments. Gains and losses on futooedracts that are designated and are effectihedges of future commodity purchases
deferred and included in the cost of the relatedmaaterials when purchased. Changes in the valfiguries contracts that TRICON uses to
hedge commodity purchases are highly correlatédet@hanges in the value of the purchased commadflitye degree of correlation between
the futures contracts and the purchase contrages twaliminish such that the two were no longersadered highly correlated, subsequent
changes in the value of the futures contracts wbaldecognized in income.

Cash Equivalents. Cash equivalents represent tiemasorarily invested (with original maturities rextceeding three months) as part of
managing day-to-day operating cash receipts armidiements.

Inventories. Inventories are valued at the lowerasdt (computed on the first-in, first-out methodhet realizable value.

Property, Plant and Equipment. Property, plantemndpment (PP&E) are stated at cost, except forlPf&t have been impaired, for which
the carrying amount is reduced to estimated faiketazalue. Depreciation is calculated on a straligle basis over the estimated useful lives
of the assets as follows: 5 to 25 years for bugdiand improvements and 3 to 20 years for machiaedyequipment. Depreciation expense
was $521 million, $555 million, and $519 million 11996, 1995 and 1994, respectively.

Intangible Assets. Intangible assets are amortired straight-line basis as follows: 20 years éarcquired franchise rights, 3 to 34 years for
trademarks and other identifiable intangibles abg&ars for goodwill. Amortization expense was $@ilion, $109 million and $103 million
in 1996, 1995 and 1994, respectively.

Recoverability of Long-Lived Assets to be Held asgkd in the Business. TRICON reviews its long-liesdets related to each restaurant to
be held and used in the business semi-annualiynfeairment, or whenever events or changes in cistantes indicate that the carrying
amount of a restaurant may not be recoverable. DRI@valuates restaurants using a "two-year histbpperating losses" as its primary
indicator of potential impairment. An impaired r@stant is written down to its estimated fair mankaue based on the best information
available. TRICON generally measures estimatedhfiairket value by discounting estimated future dbshs. Considerable management
judgment is necessary to estimate discounted futash flows. Accordingly, actual results could vsaignificantly from such estimate
TRICON's methodology for determining and measuingairment of its investments in unconsolidatediatés and enterprise-level
goodwill was changed in 1996 to conform with thettoelology it uses for its restaurants except (@)rétognition test for an investment in
unconsolidated affiliate compares the investment florecast of TRICON's share of the unconsolidafétiate’'s undiscounted cash flows
including interest and taxes, compared to undistmlioash flows before interest and taxes usedceftaurants and (b) enterprise-level
goodwill is evaluated at a country level insteadhpindividual restaurant. The change in methodpload no impact in 1996.

Pre-opening Costs. Costs associated with openirgyvarestaurant are expensed as incurred.
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Refranchising Gains. Refranchising gains includegian sales of Company-operated restaurants taanevexisting franchisees and the
related initial franchise fees. Gains on restauraftanchisings are recognized when the sale tcdiogecloses, the franchisee has a minimum
amount of the purchase price in at-risk equity aR4CON is satisfied that the franchisee can mesdiriancial obligations. Otherwise,
refranchising gains are deferred until those gatbave been met.

Store Closure Costs. Store closure costs are reztyjwhen a decision is made to close a restawisinin the next twelve months.

Store closure costs include the cost of writing-ddine carrying amount of a restaurant's assetstim&ted fair market value less costs of
disposal, and the net present value of any ren@inirerating lease payments after the expectedrelaate net of estimated sub-lease
income.

Franchise and License Fees. Franchise and licgmeeraents are executed for each point of distobugind provide the terms of t



arrangement between TRICON and the franchiseelex=nThe franchise and certain license agreementére the franchisee/licensee to pay
an initial, non-refundable fee. The agreements @dgaire continuing fees based upon a percentagele$. Subject to franchisor approval, a
franchise agreement may be renewed upon expiration.

Initial fees are recognized as revenue when TRIG@dIsubstantially performed all initial serviceguieed by the franchising/licensing
agreement, which is generally upon opening. Comtnéees are recognized as earned with an apptepravision for estimated

uncollectible amounts. Renewal fees are recognizedrnings when a renewal agreement becomesieéfect

Territorial franchise agreements stipulate the amaenber of restaurants and the time frame for ld@weent in exchange for a territorial
franchise fee. These fees are amortized on a ktrigig basis over the life of the territory agresm

Direct costs incurred to secure and perform theired services under the franchise and licensesagzats, which are not material, are
charged to expense as incurred.

Note 3 - Items Affecting Comparability of Income Béore Cumulative Effect of Accounting Changes

1996 1 995 1994
Pre- After- Pre- After- Pre- After-
Tax Tax Tax Tax Tax Tax
Disposal of non-core U.S.
businesses $246 $189
Net facility actions $(37) $(21) $402 $295 $10 $ 6
Reduced depreciation and
amortization $(40) $(26) $(17) $(12)
Fifty-third week - - - - $(23) $(14)

The non-core U.S. businesses charge of $246 milias a result of a fourth quarter 1996 decisiodispose of TRICON's remaining non-
core U.S. businesses: California Pizza Kitchen RGPChevys, D'Angelo Sandwich
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Shops ("D'Angelo"), and East Side Mario's ("ESMilla first quarter 1996 decision to dispose ofaperating assets of Hot 'n Now
("HNN™"). The charge represented a reduction ofcdueying amounts of the non-core U.S. businessesttmated fair market value, less costs
to sell. The estimated fair market value was deiteethby using estimated selling prices, based piiynapon the opinion of an investment
banking firm retained to assist in the selling\atti The remaining carrying amount of the noore U.S. restaurant assets of $333 million
included in prepaid expenses, deferred income tardther current assets in the 1996 CombinedhBal&heet. The non-core U.S.
businesses contributed $394 million, $297 millioxd 281 million to revenues in 1996, 1995 and 198dpectively. Excluding the unusual
disposal charges in 1996 and the $120 millionahithpact of adopting Statement of Financial AcamgStandard No. 121 ("SFAS 121"),
"Accounting for the Impairment of Long-Lived Assetsd for Long-Lived Assets to Be Disposed Of" i939the non-core U.S. businesses
incurred losses of $15 million ($12 million aftend), $45 million ($37 million after-tax) and $42lhkaon ($35 million after-tax) in 1996, 1995
and 1994, respectively.

Net facility actions reflected TRICON's initiativés reduce its percentage ownership of total systeits by selling Compal-operated
restaurants to new and existing franchisees argingainderperforming stores, and impairment chaugeler SFAS 121:

1996 1995 1994

U.s.
Refranchising gains* $(134) $(89) $ -
Store closure costs 45 26 10
SFAS 121 impairment charges 54 320 -
(Gains)/losses from

net facility actions $(35) $257 $ 10
International
Refranchising gains $G5) $@
Store closure costs 5) 12
SFAS 121 impairment charges 8 137
(Gains)/losses from

net facility actions $(2) $145
Worldwide
Refranchising gains* $(139) $(93) $ -
Store closure costs 40 38 10
SFAS 121 impairment charges 62 457 -
(Gains)/losses from

net facility actions $(37) $402 $ 10

* Included initial franchise fees for both the Uahd Worldwide of $22 million in 1996 and $8 milliacn 1995. See Note 4.

TRICON early adopted SFAS 121 as of the beginnith@®fourth quarter of 1995. The initial, noncastarge of $457 million ($324 millio



after-tax), $120 million ($82 million after-tax) efhich related to non- core U.S. businesses, redfitom TRICON evaluating and measuring
impairment of restaurants to be used in the busiaethe individual restaurant level. Previoustypairment was evaluated and
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measured if a restaurant concept was incurringadiperlosses and was expected to incur operatsgelin the future. Because of the strong
operating profit history or prospects for each @gicno impairment evaluation had been requireldiv.

As a result of the reduced carrying amount of restiats due to the adoption of SFAS 121, depreciatitd amortization expense was reduced
by $40 million for the first three quarters of 1986d by $17 million for the fourth quarter of 1995.

The recurring SFAS 121 impairment charge in 19%@lted from the semi-annual impairment evaluatiminsach restaurant to be used in the
business that either initially met the "two-yeastbry of operating losses" impairment indicatomas previously evaluated for impairment
and, due to changes in circumstances, a currestdst of future cash flows would be expected tsifpaificantly lower than the forecast used
in the prior evaluation.

The fifty-third week in 1994 increased 1994 revenaed operating profit by an estimated $172 milao $23 million, respectively.

Note 4 - Franchise and License Fees

Franchise and certain license arrangements for ORI€ traditional and non- traditional points oftdlsution, respectively, provide for initial
fees. The agreements also require continuing fassdupon a percentage of sales. Initial frandbise from refranchising activities arise
from an initiative adopted by TRICON in late 19®4réduce its percentage ownership of total systeits by selling Company-operated units
to new and existing franchisees. As disclosed iteNoon page F-10, initial franchise fees fromréfeanchising activities are included as part
of refranchising gains.

1996 1995 1 994

Initial fees $43 $28 $ 18
Initial franchise fees from
refranchising activities  (22) (8) -
21 20 18

Continuing fees 473 417 377
$494  $437 $ 395
Note 5 - Property, Plant and Equipment, net
1996 199 5
Land $ 933 $ 99 0
Buildings and improvements 3,394 345 2
Capital leases, primarily
buildings 206 30 9
Machinery and equipment 2,319 2,37 0
6,852 7,12 1
Accumulated depreciation (2,802) (2,67 3)
$4,050 $4,44 8
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Note 6 - Intangible Assets, net
1996 1995
Reacquired franchise rights $ 767 $ 817
Trademarks and other
identifiable intangibles 190 214
Goodwill 143 355
$1,100 $1,386

Identifiable intangible assets primarily arose frtira allocation of purchase prices of businessgaiged. Amounts assigned to such
identifiable intangibles were based on independgptaisals or internal estimates. Goodwill represtre residual purchase price after
allocation to all identifiable net assets.

Accumulated amortization, included in the amoutisve, was $603 million and $521 million at year-&886 and 1995, respectively.

Note 7 - Accounts Payable and Other Current Liabiliies

199 6 1995



Accounts payable $ 52 6 $ 516
Accrued compensation and benefits 26 1 243
Other accrued taxes 12 1 94
Other current liabilities 29 2 246
$1,20 0 $1,099
Note 8 - Short-term Borrowings and Long-term Debt
199 6 1995
Short-term Borrowings
Current maturities of long-term
debt issuances $2 6 $27
Other due 1997 3 3 117
$5 9 $144
Long-term Debt
Capital lease obligations
(see Note 9) $22 2 $246
Other, due 1997-2010 (8.2% and 8.1%) 3 5 41
25 7 287
Less current maturites of long-term
debt issuances (2 6) (27)
$23 1 $260

Interest expense includes an allocation of a pomioPepsiCo's interest expense. See Note 2.
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Note 9- Leases

TRICON has noncancellable commitments under bapitadeand long-term operating leases, primarily@@mpany-operated restaurants.
Capital and operating lease commitments expiraabdus dates through 2087 and, in many cases,qedor rent escalations and renewal
options. Most leases require payment of relatedueey costs, which include property taxes, maiate® and insurance.

Future minimum commitments and sublease receivalilder noncancelable leases are set forth below:

Commitments Sub lease Receivables
Capital Operating Direc t Operating
Financ ing
1997 $39 $ 258 $3 $14
1998 37 225 3 13
1999 34 194 2 11
2000 32 168 2 10
2001 30 150 2 8
Later years 231 930 17 44
$403 $1,925 $29 $100

At year-end 1996, the present value of minimum paytsunder capital leases was $222 million, afeiudting $181 million representing
imputed interest.

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

1996 1995 1994
Rental expense
Minimum $299 $309  $303
Contingent 25 27 32
$324 $336  $335
Minimum rental income $16 $8 $12

Contingent rentals are based on sales in excdssal$ stipulated in the lease agreements.
Note 10- Financial Instruments

Derivative Instrument



TRICON's policy prohibits the use of derivativetisnents for trading purposes and TRICON has pnaeedin place to monitor and control
their use.

TRICON's use of derivative instruments is curretithited to commaodity futures contracts traded ational exchanges, which are entered
into with the objective of reducing food costs. @pentracts and deferred gains and losses at yehat296 and 1995, as well as gains and
losses recognized as part of cost of sales in 1888, and 1994 were not significant.
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Fair Value

Except for guarantees issued by TRICON, the cagrgmounts of TRICON's financial instruments apprated market value. The fair value
of guarantees issued by TRICON was $13 million9868.and $1 million in 1995 compared to a carryimgpant of $0 for both years. The fair
values were estimated using market quotes andlatitms based on market rates.

Note 11 - Pension Plans

U.S. employees participate in PepsiCo sponsoredamtributory defined benefit pension plans whickerosubstantially all full-time salaried
employees, as well as certain hourly employeesefiisrgenerally are based on years of service antpensation or stated amounts for each
year of service. All plans but one are funded amtributions are made in amounts not less thanmmim statutory funding requirements 1
more than the maximum amount that can be deduoted.5. income tax purposes.

It is intended that TRICON will assume the existidefined benefit pension plan obligations for TRICOU.S. employees as of the
Distribution Date and trust assets from the funplaas will be transferred based upon actuarialrdetetions in accordance with regulatory
requirements.

Net periodic U.S. pension expense allocated to TRIQvas $10 million in 1996, $5 million in 1995 aff million in 1994. Net periodi
pension expense for the defined benefit pensiomspiar TRICON's foreign operations was not sigaifit TRICON will assume the foreign
defined benefit pension plan obligations as ofDisribution Date. Any related assets will be tifensed.

In 1994, PepsiCo changed the method for calculdbiegnarket-related value of plan assets usedterméing the return-on-assets
component of net periodic pension cost and the tatima net unrecognized gain or loss subject toréimadion. This change resulted in a
noncash benefit in 1994 for TRICON of $5 millior8(fhillion after-tax) representing the cumulativéeef of the change related to TRICON
for years prior to 1994.

Note 12 - Postretirement Benefits Other Than Pensis

TRICON provides postretirement health care ben#ditigible retired employees and their dependentacipally in the U.S. Salaried
retirees who have 10 years of service and attarbagare eligible to participate in the postretieatrbenefit plans. The plans are not funded
and since 1994 have included retiree cost shafiagtretirement benefit expense was $3 million i861%$2 million in 1995 and $3 million in
1994.

Note 13 - Postemployment Benefits Other Than to Rietes

Effective the beginning of 1994, TRICON adoptedt&teent of Financial Accounting Standards No. 1BFAS 112"), "Employers'
Accounting for Postemployment Benefits." The pnratieffect to TRICON resulted from accruing distpimedical benefits to be providec
employees upon the occurrence of an event. Prdyijdhese benefits were expensed when incurred clihaulative effect charge upon
adoption of SFAS 112, which relates to years pgoat994, was $7 million ($4 million after-tax).
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Note 14- Employee Stock Option Plans

TRICON employees were granted stock options undpsi€o's three long- term incentive plans - thee@&@Pawer Stock Option Plan
("SharePower"), the Long-Term Incentive Plan ("LTIRnd the Stock Option Incentive Plan ("SOIP'lioPto 1997, SharePower options
were granted annually to essentially all full-tieraployees. SharePower options generally becomeisabte ratably over 5 years from the
grant date and must be exercised within 10 years the grant date. Most LTIP options were grantetyeother year to senior management
employees. Most of these options become exercisditde4 years and must be exercised within 10sysam the grant date. In addition, the
LTIP allows for grants of performance share uiiBSU"s). The maximum value of a PSU is fixed atuakie of a share of PepsiCo stock at
the grant date and vests in 4 years from the glatet Payment of PSUs are made in cash and/or atmtihe payment amount is determined
based on the attainment of prescribed performaaaks gAmounts expensed for PSUs for TRICON emplsyeere $.9 million in 1996, $.6
million in 1995 and $1.8 million in 1994. SOIP apis are for middlenanagement employees and, prior to 1997, wereeagtartnually. SOI
options are exercisable after one year and muskéecised within 10 years after their grant datee #otal number of options granted to
TRICON employees under the PepsiCo stock optionspleas 13.4 million in 1996, 7.2 million in 1995dath4.1 million in 1994.

Immediately following the Distribution, nonvesteti&@ePower stock options and 1996 and 1997 optiantgunder LTIP and SOIP held by
TRICON employees will be replaced with TRICON stagition awards. The TRICON awards will have the saatio of the exercise price
per option to the market value per share, the seggeegate difference between market value and isegodce and the same vesting
provisions, option periods and other terms and itimms as the PepsiCo options they replace. VeStadePower options and options granted
under LTIP and SOIP before 1996 held by TRICON aygés will remain as PepsiCo stock options. Thelbmrof options and exercise
prices will be adjusted to compensate for the ntarikie of TRICON shares distributed to PepsiCaedmaiders. At December 28, 19¢



there were approximately 38 million PepsiCo stoptians held by TRICON employees. That amount inefudn aggregate of approximately
16 million options that are subject to replacenweitiht TRICON stock option awards. TRICON cannot eutty determine the number of
shares of its common stock that will be subjedutbstitute awards after the Distribution.

TRICON adopted the disclosure provisions of Stat@méFinancial Accounting Standards No. 123 (SHA&S), "Accounting for Stock-
Based Compensation," but continues to measure-s@ed compensation cost in accordance with AcamyRrinciples Board Opinion No.
25 and its related interpretations. If TRICON haglasured compensation cost for the PepsiCo stoadnspgranted to its employees in 1996
and 1995 under the fair value based method presthl SFAS 123, the net loss would have been claatogde pro forma amounts set forth
below:

1996 1995
Net Loss
Reported $53  $132
Pro forma $70 $136
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The fair value of PepsiCo stock options grantedR6CON employees used to compute pro forma netimecdisclosures were estimated on
the date of grant using the Black-Scholes optidoipy model based on the following weighted averaggumptions used by PepsiCo:

1996 1995

Risk free interest rate 6.0% 6.2%
Expected life 6 years 5 years
Expected volatility 20% 20%
Expected dividend yield 1.5% 1.75%

The weighted-average fair value of PepsiCo stotlonp granted to TRICON employees during 1996 waa8®&and during 1995 was $5.54.
The pro forma amounts above are not necessaritgseptative of the effects of stock-based awardsitome pro forma net income because
(1future grants of employee stock options by TRNC@anagement may not be comparable to awards mafagloyees while TRICON w
a part of PepsiCo,

(2) the assumptions used to compute the fair vallaay stock option awards will be specific to TRIS and therefore may not be
comparable to the PepsiCo assumptions used anide§Bexclude the pro forma compensation expenageckto unvested stock options
granted before 1995.

Note 15 - Income Taxes

The details of the provision for income taxes azoime before cumulative effect of accounting charagesset forth below:

1996 1995 1994

Current: Federal $154  $179 $134
Foreign 93 59 31
State 28 24 25

275 262 190

Deferred: Federal (127) (168) (50)
Foreign (5) (55) @)

State (18) (10) (11)

(150) (233) (68)

$125 $29 $122

U.S. and foreign income before income taxes andutativie effect of accounting changes are set foetlow:

1996 1995 1994
U.s. $(21) $ 72 $285
Foreign 93 (175) (44)
$72  $(103) $241
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A reconciliation of income taxes calculated atth8. Federal tax statutory rate to TRICON's prawrisior income taxes is set forth below:

1996 1995 1994

Income taxes computed at the U.S.
Federal statutory rate of 35% $25 $(36) $84
State income tax, net of Federal



tax benefit 7 7 12
Foreign and U.S. tax effects

attributable to foreign

operations 49 26 27
Adjustment to the beginning-of-
the-year foreign deferred tax

assets valuation allowance 5 1)
Effect of unusual disposal charges 28 -
Initial impact of adopting SFAS 121 - 28
Nondeductible amortization of

U.S. goodwill 9 11 4
Federal tax credits 2 (8 (14)
Equity (income)/loss of CPK 1 8 7
Other, net 3 (6) 2
Total income taxes $125 $29 $122
Effective income tax rate 173.6% (28.2) % 50.6%

The details of the 1996 and 1995 deferred taxliteds (assets) are set forth below:

1996 1 995

Intangible assets and property,
plant and equipment $222 % 392
Other 43 3
Gross deferred tax liabilities $265 $ 395
Net operating loss carryforwards $(111) $ (89)
Employee benefits (56) (46)
Casualty claims (69) 4an
Various liabilities and other (132) ( 134)
Gross deferred tax assets (368) ( 316)
Deferred tax assets valuation
allowance 138 82
Net deferred tax assets (230) ( 234)
Net deferred tax liability $3 $ 161
Included in
Prepaid expenses, deferred income
taxes and other current assets $(165) $( 109)
Deferred income taxes 200 270

$3 $ 161

The valuation allowance related to deferred taetmssicreased by $56 million in 1996 primarily daeadditions related to current year
operating losses and temporary differences in abenrof foreign and state jurisdictions.
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The determination of the unrecognized deferreditdnity for temporary differences related to irgments in foreign subsidiaries and fore
corporate joint ventures that are essentially paemain duration is not practicable.

Net operating loss carryforwards totaling $374 imrillat yea-end 1996 are available to reduce future tax da@esubsidiaries and are related
to a number of foreign and state jurisdictionsti@se carryforwards, $4 million expire in 1997, 63illion expire at various times between
1998 and 2010 and $54 million may be carried fodnadefinitely.

Note 16 - Business Segments

TRICON is engaged principally in developing, opergt franchising and licensing the worldwide Pithat, Taco Bell and KFC concepts.
TRICON also operates other non-core U.S. conceqptliding CPK, Chevys, D'Angelo, ESM and HNN, whighkre held for disposal at the
end of 1996 (see Note 3).

Pizza Hut, Taco Bell and KFC operate throughoutdtt® and in 83, 16 and 73 countries and terrisooigtside the U.S, respectively. Princ
international markets include Australia, CanadpadaKorea, Mexico, New Zealand, Spain and the Bi§ear-end 1996, TRICON has
investments in several unconsolidated affiliatetside the U.S. which operate KFC and Pizza Huargants, the most significant of which
are located in Japan and the U.K.

TRICON year-end investments in unconsolidatediafék totaled $228 million in 1996 and $382 milliarl995. The decrease in 1996
reflected the consolidation of CPK, previously axtansolidated equity investment, at the end ost#mnd quarter of 1996. CPK was
consolidated as a result of PepsiCo obtaining ritgjoontrol of CPK's Board of Directors at the esfdhe second quarter of 1996.
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GEOGRAPHIC AREAS

Revenue S



1996 1995 1994

International $2,308 $2,087 $1,794
United States 7,924 8,163 7,771
$10,232 $10,250 $9,565
Operating Profi t/(Loss)
1996(a) 1995( a) 1994
International 126 (26) 66
United States 286 354 578
Equity income/(loss) and
foreign exchange 13 (24) (12)
Allocation of PepsiCo shared
corporate expenses (53) (52) (50)
$ 372 $ 252 $ 582
Identifiable A ssets
1996 1995 1994
International $1,726 $1,643 $1,780
United States 4,566 4,883 5,211
Investments in Unconsolidated
Affiliates 228 382 396
$6,520 $6,908 $7,387
Depreciation and Amortization
1996 1995 1994
International $ 149 $ 152 $ 116
United States 472 519 506
$ 621 $ 671 $ 622
Capital Spe nding
1996 1995 1994
International $ 161 $ 184 $ 335
United States 466 530 714
$ 627 $ 714 $1,049

(&) The unusual disposal charge in 1996 of $24BearJnited States and the initial impact of adap®FAS 121 in 1995 of $457 (United
States
- $305, International - $135 and equity incomeK)osl7) reduced combined operating profit (seeeNbodn page F-11).
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Note 17- Related Party Transactions

TRICON purchases beverage products from the Pepisi-Company and equipment, food and paper fromiefsood Systems (PFS), both
operating divisions of PepsiCo. The amounts pumthas 1996, 1995 and 1994 were $2.5 billion, $2llibh and $2.6 billion, respectively. |
May 1997, TRICON entered into a five-year Sales Risdribution Agreement with PFS to purchase théonits of its food and supplies for
Company-operated stores, subject to PFS maintag@rtgin quality and service performance levele $hales and Distribution Agreement
becomes effective upon the closing of the saledpsio of the assets and business of PFS to Ammeei&®od Distribution, Inc.
("AmeriServe"), pursuant to a definitive agreemesaited as of May 23, 1997.

KFC, Pizza Hut and Taco Bell are each expectedter énto a multi- year agreement with Pepsi-Celgarding the sale of Pepsi-Cola's
brands of beverage products to TRICON's U.S. Cogyomerated units.

PepsiCo will remain liable on certain existing dngent liabilities relating to TRICON's businessd@sch were not able to be released,
terminated or replaced prior to the Distributiont®@'unreleased contingent liabilities"). After théstribution, TRICON will pay a fee to
PepsiCo for any unreleased contingent liabilitissl they are released or replaced by a qualifegtkt of credit. TRICON will also fully
indemnify PepsiCo for any payments made under tineleased contingent liabilities.

In contemplation of the Distribution, TRICON andpB&Co will enter into certain agreements providiogthe separation of the companies.
See Note 1 on page F-8.

Note 18 - Contingencies

TRICON is subject to various claims and contingescelated to lawsuits, taxes, environmental ahdranatters arising out of the normal
course of business. Management believes that timeaté liability, if any, in excess of amounts aldg recognized arising from such claims
contingencies is not likely to have a material adeesffect on TRICON's annual results of operatmminancial condition. TRICON was
directly or indirectly contingently liable under@antees for $150 million and $77 million at yeadd996 and 1995, respectively. At year-
end 1996, $74 million represented contingent lied to lessors as a result of TRICON assignigagniterest in and obligations under real
estate leases as a condition to the refranchisi@mpany-operated restaurants. The $74 millionesgnted the present value of the
minimum payments of the assigned leases, exclugliyzgenewal option periods, discounted at Pepsi@e'dax cost of debt. PepsiCo's pre-
tax cost of debt is not necessarily indicative BICON's pre-tax cost of debt as a separate, indkpgrcompany. On a nominal basis, the
contingent liability resulting from the assigneddes was $115 million. The balance of the contihligilities primarily reflected guarantees
to support financial arrangements of certain uncbidiated affiliates and other restaurant franctss
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Note 19- Selected Quarterly Financial Data

(unaudited)
First Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,171 2,090
Franchise and license fees $ 102 90
Operating profit related to:
Company-operated restaurants $ 219 189
Franchise and license fees $ 99 88
Unusual disposal charges(b) $ 26 -
Operating profit $ 146 114
Net income $ 40 16
Second Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,271 2,329
Franchise and license fees $ 111 101
Operating profit related to:
Company-operated restaurants $ 268 257
Franchise and license fees $ 108 98
Operating profit $ 183 146
Net income $ 66 36
Third Quarter
(12 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,329 2,383
Franchise and license fees $ 119 106
Operating profit related to:
Company-operated restaurants $ 259 295
Franchise and license fees $ 113 103
Operating profit $ 196 207
Net income $ 60 64
Fourth Quarter
(16 Weeks)
1 996(a) 1995(a)
Revenues:
Company-operated restaurants $ 2,967 3,011
Franchise and license fees $ 162 140
Operating profit related to:
Company-operated restaurants $ 273 333
Franchise and license fees $ 158 136
Unusual disposal charges(b) $ 220 -
Operating profit $ (153) (215)
Net loss $ (219) (248)
F-23
(unaudited)
Full Year
(52 Weeks)
1996(a) 1995(a)
Revenues:
Company-operated restaurants $ 9,738 9,813
Franchise and license fees $ 494 437
Operating profit related to:
Company-operated restaurants $ 1,019 1,074
Franchise and license fees $ 478 425
Unusual disposal charges(b) $ 246 -
Operating profit $ 372 252
Net loss $ (53) (132)

Notes:

(a) Operating profit included certain items affagtcomparability as summarized below. Net fac#itfions represent the net gains/(los:



from sales of restaurants to new and existing fimees, closing other restaurants and SFAS 121liimeat charges for restaurants to be t
in the business. The SFAS 121 impairment chargegesent the ongoing application of SFAS 121 in 1886 the initial impact of adopting it
in 1995 (see Note 3). The depreciation and amaitizaieduction for the first three quarters of 1296se from the adoption of SFAS 121 at
the beginning of the fourth quarter of 1995, whieuced the carrying amount of certain restaurant& held and used in the business.

1996 1995
Pre-  After- P re- After-
Tax Tax T ax Tax
Net facility actions
(gains/(losses))
First quarter $ 46 $28 $ 3 $ 2
Second quarter 20 13 - -
Third quarter 25 15 3) 2)
Fourth quarter (54) (35 ( 402) (295)
Full year $37 $21  ¥( 402) $(295)

Depreciation and amorti-

zation reduction

First quarter $13 $9
Second quarter 16 11
Third quarter 11 6
Full year $40 $26

(b)Included unusual disposal charges in 1996 (s#e B) as follows:

Pre- After-
Tax Tax
First quarter $ 26 $17
Fourth quarter 220 172
Full year $246 $189
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Condensed Combined Statement of Operations

(in millions, unaudited)
TRICON Global Restaurants, Inc.

12 and 24 weeks ended June 14, 1997 and June 9%, 19

12 Weeks Ended 24 Weeks Ended 6/14/97 6/15/96% BI15/96

REVENUES
Company-operated restaurants $2,214 $2, 271 $4,337 $4,442
Franchise and license fees 139 111 253 213
2,353 2, 382 4,590 4,655

Costs and Expenses, net
Company-operated restaurants
Food and paper 720 741 1,404 1,455
Payroll and employee benefits 622 641 1,255 1,275
Occupancy and other operating

expenses 592 621 1,164 1,225

1,934 2, 003 3,823 3,955

General, administrative and other

expenses 221 216 419 411
Net facility actions (73) (20) (85) (66)
Unusual disposal charges - 39 26
Total costs and expenses 2,121 2, 199 4,196 4,326
Operating Profit 232 183 394 329
Interest expense, net 65 69 131 143
Income Before Income Taxes 167 114 263 186
Income Taxes 46 48 90 80
Net Income $ 121 $ 66 $ 173 $ 106

See accompanying Notes to Unaudited Condensed @embBinancial Statements.
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Condensed Combined Statement of Cash Flows ( page 1 of 2)
(in millions, unaudited)

TRICON Global Restaurants, Inc.

24 Weeks ended June 14, 1997 and June 15, 1996

1997 1996

Cash Flows - Operating Activities

Net income $173 $ 106
Adjustments to reconcile net income

to net cash provided by operating

activities
Depreciation and amortization 257 288
Unusual disposal charges 39 26
Deferred income taxes (36) (15)
Other noncash charges and

credits, net (60) (31)

Changes in operating working capital,
excluding effects of acquisitions and

dispositions
Accounts and notes receivable 4 (8)
Inventories (18) 4
Prepaid expenses, deferred income
taxes and other current assets (88) (38)
Accounts payable and other
current liabilities (69) 12
Income taxes payable 29 (49)
Net change in operating
working capital (142) (79)
Net Cash Provided by Operating
Activities 231 295
Cash Flows - Investing Activities
Capital spending (175) (206)
Refranchising of restaurants 384 200
Sale of non-core businesses 91 -
Sales of property, plant
and equipment 34 11
Other, net (29) 13
Net Cash Provided by Investing
Activities 315 18

(Continued on following page)
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Condensed Combined Statement of Cash Flows (pag®®2)
(in millions, unaudited)
TRICON Global Restaurants, Inc.
24 Weeks ended June 14, 1997 and June 15, 1996
1997 1996
Cash Flows - Financing Activities
Short-term borrowings-three months
or less, net 52 (55)
Net proceeds from long-term debt (10) (29)
Decrease in investments by and
advances from PepsiCo (614) (226)
Net Cash Used for Financing
Activities (572) (310)
Effect of Exchange Rate Changes on
Cash and Cash Equivalents (2) 4)
Net Decrease in Cash
and Cash Equivalents 27) 2)
Cash and Cash Equivalents
- Beginning of Year 137 94
Cash and Cash Equivalents
- End of Quarter $ 110 $ 93

Supplemental Cash Flow Information

Cash Flow Data

Interest paid $ 14 $ 16
Income taxes paid $ 59 $173




See accompanying Notes to Unaudited Condensed @erhBinancial Statements.
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Condensed Combined Balance Sheet
(in millions)
TRICON Global Restaurants, Inc.
June 14, 1997 and December 28, 1996
6/14/97 (unaudited) 12/28/96 Historical Pro Forma
ASSETS
Current Assets
Cash and cash equivalents $ 110 $ 137
Short-term investments, at cost 47 50
157 187
Accounts and notes receivable,
less allowance:
$12in 1997 and $9 in 1996 131 125
Inventories 103 88
Prepaid expenses, deferred income taxes
and other current assets 559 562
Total Current Assets 950 962
Property, Plant and Equipment, net 3,780 4,050
Intangible Assets, net 982 1,100
Investments in Unconsolidated Affiliates 223 228
Other Assets 172 180
Total Assets $6,107 $6,520
LIABILITIES AND SHAREHOLDER'S EQUITY/
(DEFICIT)
Current Liabilities
Accounts payable and other current
liabilities $1,121 $1,200
Income taxes payable 185 157
Short-term borrowings 107 59
Total Current Liabilities 1,413 1,416
Long-term Debt 186 231
Other Liabilities 455 434
Deferred Income Taxes 295 200
Shareholder's Equity/Deficit
Investments by and advances from PepsiCo 3,825 $(675) 4,266
Currency translation adjustment (67) (67) (27)
Total Shareholder's Equity/(Deficit) 3,758 $(742) 4,239
Total Liabilities and
Shareholder's Equity/(Deficit)  $6,107 $6,520

See accompanying Notes to Unaudited Condensed @erhBinancial Statements.
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12 and 24 Weeks ended June 14, 1997 and June 96 NHes to Unaudited Condensed Combined FinaBtééments

1. The Condensed Combined Balance sheet at Jui®94,and the Condensed Combined Statements oafiper and Cash Flows for the
12 and 24 weeks ended June 14, 1997 and June 9% ha9e not been audited, but have been prepahformity with the accounting
principles applied in the TRICON audited combinedificial statements for the year ended Decembet@548. In the opinion of
management, this information includes all matea@justments necessary for a fair presentation.rédts for the 12 and 24 weeks are not
necessarily indicative of the results expectedHeryear.

2. During the first half of 1997, TRICON sold ES®hevys and HNN for $105 million, composed of $91liom in cash and a $14 million
note.

3. TRICON recorded an unusual charge of $39 mil{&22 after-tax) in the second quarter of 1997djost the carrying amounts of the non-
core U.S. businesses and $26 million ($17 milliiaratax) related to the first quarter 1996 deacisio dispose of HNN's operating assets. The
adjustment was based on the actual selling pritdedhree businesses and current negotiatiorrspritbable buyers for the two remaining
businesses, CPK and D'Angelo. As of June 14, 1i9@7carrying amount of the assets held for dispesal $131 million. We anticipate that
CPK and D'Angelo will be sold by the end of 1997.

Excluding the unusual charges of $39 million an€é 8#llion described above, the non-core U.S. bissiae sold or held for disposal
contributed the following:



12 Weeks Ended 24 Weeks Ended_

(% in millions) 6/14/97  6/15/96 6/1 4/97 6/15/96
Net Revenues $88 $74 $191 $141
Net Income/(Loss) $4 $(2) $6 $(7)

4. Included in net facility actions were recurringpairment charges of $39 million ($25 million aftax) and $18 million ($12 million after-
tax) in the second quarter of 1997 and 1996 toaede carrying amounts of certain restaurantetobddd and used. These charges resulted
from the semi-annual impairment evaluation of afitaurants that either initially met the "two-ybatory of operating losses" impairment
indicator that is used to identify potentially inmgal restaurants or were previously evaluatedrfgrairment and, due to changes in
circumstances, a current forecast of future cashsflwould be expected to be significantly lowemthize forecast used in the prior evaluat

5. The unaudited pro forma shareholder's equitfiffitegives effect to a $4.5 billion cash distriimn to PepsiCo in repayment of certain

amounts due and a dividend.
6. On August 14, 1997 PepsiCo, Inc. ("PepsiCo"pamged its Board of Directors approved a formahpgtaspin-off TRICON to
shareholders. PepsiCo also announced that it mdtaivuling from the Internal Revenue Service thatspin-off would be tax free to PepsiCo

and its shareholders.
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Pro Forma Condensed Combined Statement of Opesgation

(in millions except per share amounts, unaudited)

TRICON Global Restaurants, Inc.

Fiscal year ended December 28, 1996

Pro Forma Pro Forma
1996 Adjustments 1996
REVENUES
Company-operated restaurants $9,738 $(391)(a) $9,347
Franchise and license fees 494 3)(a) 491
10,232 (394)(a) 9,838
Costs and Expenses, net
Company-operated restaurants
Food and paper 3,215 (123)(a) 3,092
Payroll and employee benefits 2,793 (130)(a) 2,663
Occupancy and other operating
expenses 2,711 (112)(a) 2,599
8,719 (365) 8,354
General, administrative and
other expenses 932 (39)(a) 893
Net facility actions (37) - 37)
Unusual disposal charges 246 (246)(a) -
Total costs and expenses 9,860 (650)(a) 9,210
Operating Profit 372 256 (a) 628
Interest expense, net 300 (5)(a) 320
25 (b)

Income Before Income Taxes 72 236 308
Income Taxes 125 52 (c) 177
Net (Loss)/Income $ (53) $ 184 $ 131
Pro Forma Net Income Per Share $ - $0.85
Pro Forma shares and
equivalents (d) - 155

See accompanying Notes to Unaudited Pro Forma @sedeCombined Financial Statements.

F-30

Pro Forma Condensed Combined Statement of Opesgation
(in millions except per share amounts, unaudited)

TRICON Global Restaurants, Inc.



24 \Weeks ended June 14, 1997

Pro Forma Pro Forma

1997 Adjustments 1997
REVENUES
Company-operated restaurants $4,337 $(190)(a) $4,147
Franchise and license fees 253 1)(a) 252
4,590 (191)(a) 4,399

Costs and Expenses, net
Company-operated restaurants

Food and paper 1,404 (58)(a) 1,346
Payroll and employee benefits 1,255 (66)(a) 1,189
Occupancy and other operating

expenses 1,164 (4@ 1,123

3,823 (165)(a) 3,658

General, administrative and other

expenses 419 (16)(a) 403
Net facility actions (85) - (85)
Unusual disposal charges 39 (39) -
Total costs and expenses 4,196 (220)(a) 3,976
Operating Profit 394 29 (a) 423
Interest expense, net 131 (2)(a) 149

20 (b)

Income Before Income Taxes 263 11 274
Income Taxes 90 8 (c) 98
Net Income $ 173 $ 3 $ 176
Pro Forma Net Income Per Share $1.14

Pro Forma shares and
equivalents(d) 155

See accompanying Notes to Unaudited Pro Forma @sedeCombined Financial Statements.
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Pro Forma Condensed Combined Balance Sheet
(in millions except per share amount, unaudited)
TRICON Global Restaurants, Inc.
June 14, 1997
Pro Forma Pro Forma

1997 Adjustments 1997
ASSETS
Current Assets
Cash and cash equivalents $ 110 $ - $ 110
Short-term investments, at cost 47 - 47
157 - 157
Accounts and notes receivable, less
allowance: $12 131 - 131
Inventories 103 - 103
Prepaid expenses, deferred income taxes
and other current assets 559 (131)(a) 428
Total Current Assets 950 (131) 819
Property, Plant and Equipment, net 3,780 - 3,780
Intangible Assets, net 982 - 982
Investments in Unconsolidated Affiliates 223 - 223
Other Assets 172 - 172
Total Assets $6,107 $ (131) $5,976

LIABILITIES AND SHAREHOLDERS' EQUITY/
(DEFICIT)

Current Liabilities

Accounts payable and other current

liabilities $1,121 $ (24)(a) $1,097
Income taxes payable 185 (7)(b) 178
Short-term borrowings 107 - 107
Total Current Liabilities 1,413 (31) 1,382
Long-term Debt 186 (12)(a) 4,674
- 4,500 (b) -
Other Liabilities 455 - 455
Deferred Income Taxes 295 5() 300



Shareholder's Equity/(Deficit)
Investments by and advances from PepsiCo 3,825 (100)(a)
(4,500)(b)
775 (c)
Preferred stock, no par value.
authorized 250 shares
Common stock, no par value,
authorized 750 shares, issued 152 shares - -(c) -
Capital deficit - (768)(c) (768)

Currency translation adjustment (67) - (67)
Total Shareholder's Equity/(Deficit) 3,758 (4,593) (835)
Total Liabilities and
Shareholder's Equity/(Deficit)  $6,107 $ (131) $5,976

See accompanying Notes to Unaudited Pro Forma @sedeCombined Financial Statements.
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Notes to Unaudited Pro Forma Condensed CombinezhEial Statement

The historical combined financial statements refpeziods during which TRICON did not operate agparate, independent Company;
certain estimates, assumptions and allocations meade in preparing such financial statements. Toeresuch historical combined financial
statements do not necessarily reflect the comhiesdlts of operations or financial position thatuebhave existed had TRICON been a
separate, independent company.

The Pro Forma Condensed Combined Financial Statsrskould be read in conjunction with the histdramambined financial statements of
TRICON and the notes thereto contained in thisrimittion Statement. The pro forma condensed combinadcial information is presented
for informational purposes only and does not purfmreflect the results of operations or finangasition of TRICON or the results of
operations or financial position that would havewced had TRICON been operated as a separat@eandent company.

Note 1 - The pro forma adjustments to the accompaiiyg historical combined

statements of operations for the fiscal year erdlecember 28, 1996 and for the 24 weeks ended Y997 were:

(a) To eliminate the effect of TRICON's non-coré&lbusinesses composed of CPK, Chevys, D'Angelb] &8 HNN. TRICON has
disposed of or expects to dispose of these busiaéissl997.

(b) To record the net effect of eliminating the §iw interest expense allocation and recordingésteexpense based on $4.5 billion of
external debt TRICON expects to incur prior to Bistribution Date. TRICON's interest expense wdsuwdated using a weighted average
expected borrowing rate of 6.67%. The weighted ayeborrowing rate assumed approximately 40% obdmeowings were effectively
converted to fixed rate debt through interest sataps, with the balance indexed to LIBOR. TRICOd¢&ial borrowing rate may vary based
upon TRICON's credit rating, changes in marketsated potential long- term debt issuances. A 1/8queage point change in the assumed
financing rate would change interest expense b§ 8llion annually and $2.6 million for the 24 weeénded June 14, 1997.

(c) To reflect the estimated tax impact for the fmaona adjustments (a) and (b).

(d) Pro Forma shares and equivalents used to cenmpatforma net income per share was based upomilli@h shares of TRICON commt
stock adjusted for the dilutive effect of TRICOMGI options. The 152 million shares reflected aimege of the shares to be issued at the
Distribution Date based on a distribution raticook share of TRICON stock for every 10 shares psR®» stock.

Note 2 - The pro forma adjustments to the accompaiiyg historical combined

balance sheet at June 14, 1997 were:

(a) To eliminate the effect of TRICON's non-coré&lbusinesses held for disposal, composed of CEKD&hngelo. TRICON expects to
dispose of these businesses in 1997.

(b) To record the estimated $4.5 billion of extémebt TRICON expects to incur prior to the Distiion Date to fund a $4.5 billion cash

F-33

distribution to PepsiCo in repayment of certain ants due and a dividend. TRICON plans to estalali$@ billion senior, unsecured fiyea
term loan facility and $2.5 billion under a senionsecured five-year revolving credit facility. énést rates are expected to be based on
LIBOR. Income taxes payable reflects the estimggdmpact of interest expense described in Ndb¢ alfove.

(c) To record the issuance of 152 million shareSRFCON common stock with no par value (at a disttion ratio of one share of TRICON
stock for every 10 shares of PepsiCo stock heltherRecord Date) and the elimination of PepsiGo/estment.

F-34



EXHIBIT INDEX

2.01 Form of Separation Agreement ............

3.01 Restated Articles of Incorporation ......

3.02*  Bylaws ......ccccooiiiiiiiiiiiieeee

10.01 Form of Tax Separation Agreement ........

10.02 Form of Employee Programs Agreement .....

10.03* Form of Telecommunications, Software and
Services Agreement..........cccceeeenee

10.04** Employment Agreement between TRICON Globa
Andrall E. Pearson.............c.cc......

10.05** Sales and Distribution Agreement between
Pizza Hut, Taco Bell and KFC.............

21.01** Active Subsidiaries of TRICON as of Octob

27.01 Financial Data Schedule For Year-End 1996

27.02  Financial Data Schedule For Second Quarte

* Previously filed. ** Filed with this amendmer




Exhibit 2.01
SEPARATION AGREEMENT

SEPARATION AGREEMENT, dated as of __, lggramended, supplemented or otherwise modifiesl; Agreement"), by and
between PepsiCo, Inc., a North Carolina corporafiBepsiCo"), and TRICON Global Restaurants, lad\orth Carolina corporation
("TRICON") and, as of the date hereof, a wholly-@drsubsidiary of PepsiCo.

WITNESSETH:

WHEREAS, PepsiCo has engaged in the restauramdmssthrough various of its subsidiaries and afék (PepsiCo and its subsidiaries and
affiliates (other than the members of the TRICON@r (as such term is hereinafter defined)) areectillely referred to herein as the
"PepsiCo Group");

WHEREAS, PepsiCo has decided to consolidate tretsiasd operations of its worldwide KFC, Pizza biudl Taco Bell businesses
(collectively, the "Restaurant Businesses") intdG@N and TRICON's subsidiaries and affiliates (TRIC and its subsidiaries and affiliates
are collectively referred to herein as the "TRICGMup"), and to distribute the Common Stock of TRINCon a ten-for-one basis to the
holders of PepsiCo Capital Stock (the "Distributjpand

WHEREAS, on or before October 6, 1997 (the "Disttibn Date"), PepsiCo will transfer to the Agerd &uch term is hereinafter defined),
the benefit of the holders of record of PepsiCoitaaftock at the close of business on Septembget a9 (the "Record Date"), without any
consideration being paid by such holders, the shair@ RICON Common Stock then owned by PepsiCo;

NOW, THEREFORE, in consideration of the mutual pises contained herein, the Parties (as such tedefiised in Section 16 herec
hereby agree as follows:

Section 1. The Distribution. On or prior to the fiilsution Date, PepsiCo will transfer to BankBostbhA., as distribution agent (the
"Agent"), for the benefit of holders of record aéziCo Capital Stock at the close of business erRécord Date, the shares of TRICON
Common Stock then owned by PepsiCo, together witiiravocable voting rights proxy in favor of thgént. Prior to the Distribution Date,
the Parties shall take such action with respetttedl RICON Common Stock as is required to compleeDistribution on the basis of one
share of TRICON Common Stock for every ten shaféXepsiCo Capital Stock outstanding at the clodausiness on the Record Date.
PepsiCo shall instruct the Agent to distribute sUBHCON shares to the holders of record of Pep$i@pital Stock at the close of business
the Record Date. All of the shares of TRICON saéskshall be fully paid and nonassessable. TheiRisbn shall be effective as of
11:59:59 p.m. on the Distribution Date.

Section 2. Governance Documents. TRICON shall &dlkaction necessary such that, on the Distribubaie, the Restated Articles of
Incorporation and Bylaws of TRICON, and all benefdns of TRICON, shall be substantially in thenfisrfiled with the Securities and
Exchange Commission as exhibits to the Form 1Qingl@o the Distribution (as amended, supplementeatherwise modified, the "Form
10").

Section 3. Books, Records, Services and Accesgaonhation. (a) Except as otherwise provided inattachments hereto, for a period of up
to twelve months from and after the Distributiont®éor such shorter period as set forth on Schedliiereto), each Party shall make
available to the other, during normal business $iamd in a manner which will not unreasonably feterwith such Party's business, the
services set forth on Schedule A hereto (collettiVEransitional Services") to the extent that #ame are reasonably required to assist in
effecting an orderly transition following the Diftmtion. Except as otherwise provided in the attaehts hereto, the initial terms upon which
Transitional Services shall be provided to TRICONPepsiCo, as the case may be, are set forth cedBlehA hereto.

(b) From and after the Distribution Date, Pepsi@allsafford TRICON and its authorized employees eqtesentatives reasonable access
(including access to persons or firms possessiegast information and records) and reasonableickfpig rights during normal business
hours to, or, at PepsiCo's option, copies of,eabrds, books, contracts, instruments, data aret atformation (collectively, "Information")
within the PepsiCo Group's possession relatingiyoraember of the TRICON Group, insofar as such sgoe copies are reasonably required
by TRICON.

(c) TRICON shall afford to PepsiCo and its authedizmployees and representatives reasonable doudading access to persons or firms
possessing relevant information and records) aasbreable duplicating rights during normal busirfesg's to, or, at TRICON's option, cop
of, all Information within the TRICON Group's possen relating to any member of the PepsiCo Grmmgnfar as such access or copies are
reasonably required by PepsiCo.

(d) Within 45 days after the Distribution Date, lkead PepsiCo and TRICON shall provide the othehwsiich indices or descriptions of
Information as it may maintain relating to the atbethe other's subsidiaries or affiliates. Infatman may be required under this Section 3,
without limitation, for audit, accounting, clainigigation and tax purposes, as well as for purgasfeulfilling disclosure and reporting
obligations. In lieu of retaining any specific Infioation, either Party may, in writing, offer to telr such Information to the other Party. If
such offer is not accepted within 90 days, thermfation so offered shall be retained or destroyeaticordance with PepsiCo's Record
Retention Policy. If such offer is accepted, thetyaccepting delivery shall pay the reasonabl-of-pocket costs of the delivery. Each Pe



shall maintain the Information in accordance with ianner it treats similar material relating $odhgoing business.

(e) At all times from and after the Distribution teaeach Party will use its reasonable best effortaake available to the other, upon written
request, its officers, directors, employees anahesgas witnesses to the extent that the same raagmably be required in connection with
legal, administrative or other proceedings in witlod requesting Party may from time to time be ined.

(f) Except as otherwise specifically provided feréin, a Party providing Information, Transitioisarvices or witnesses to the other
hereunder shall be entitled to receive from th@ient, upon the presentation of appropriate inesitherefor, payments for such amounts
relating to supplies, disbursements, and such aitsts and out-gbocket expenses as are provided for on Schedukrétd) or which may t
reasonably incurred in providing such Informati®@ransitional Services or witnesses. Invoices dhalllue and payable within thirty (30) d
of receipt. Interest shall accrue on any unpaidwhat the rate of eight percent (8%) per annum.

(9) PepsiCo shall arrange for the transportatioexisting corporate records in its possessioningaxclusively to the Restaurant Businesses,
including original corporate minute books, stoatigers and certificates, and corporate seals of eagloration included in the group of

which TRICON is the parent corporation, and alhactgreements, deeds to real property, actigatiton files and filings with foreign
governments, if any, to TRICON's address set fiortBection 23 hereof. PepsiCo shall provide TRICit lists of trademarks, patents and
copyrights of TRICON and its subsidiaries.

Section 4. Confidentiality. Each member of the Rép<Group and the TRICON Group shall hold, and eazech of their respective officers,
employees, agents, consultants and advisors tq inadtrict confidence, all non-public Informatioconcerning the other Party furnished it by
such other Party or its representatives pursuathiscAgreement, unless compelled to disclose $ofciimation by judicial or administrative
process or, in the opinion of counsel, by otheui@ments of law (in which case such Party shaptly notify the other Party so that the
other Party may seek a protective or other appatsoremedy); and each Party shall not releasesolodie such Information to any other
person, except its auditors, attorneys, finandalsors, bankers and other consultants and adwsloosshall be bound by the provisions of
this

Section 4. Each Party shall be deemed to havdisdtits obligations hereunder with respect to aieritial Information supplied by the other
Party if it exercises the same care as it does n@thect to preserving the confidentiality of itgnosimilar information.

Section 5. Indemnification. (a) Effective on thesBibution Date, TRICON agrees to indemnify anddhehrmless each member of the
PepsiCo Group and each of their respective offjalirectors, employees and agents from and agaimysand all losses, liabilities, claims,
suits, damages, costs and expenses (includingoutitmitation, reasonable attorneys' fees andaard/all expenses reasonably incurred in
investigating, preparing or defending against agyding or seriously threatened litigation or cla{egllectively, "Losses") arising out of or
related in any manner to any item set forth on 8aleeB hereto. Similarly, effective on the Distrilain Date, except as otherwise provided in
the attachments hereto, PepsiCo agrees to indemmifyhold harmless each member of the TRICON Gamuabeach of their respective
officers, directors, employees and agents fromaaainst any and all Losses arising out of or rdlateany manner to any item set forth on
Schedule C hereto.

(b) If any action is brought or any claim is madgiast a Party or person in respect of which indgmmay be sought pursuant to subsection
5(a) above (the "Indemnitee”), the Indemnitee skathin ten days after the receipt of informatiadicating that an action or claim is likely,
notify in writing the Party from whom indemnificati is sought (the "Indemnitor") of the institutiohthe action or the making of the claim,
and the Indemnitor shall have the right, and atréggiest of the Indemnitee, shall have the obbgatio assume the defense of the action or
claim, including the employment of counsel. If thdemnitor assumes the defense of the action ancthe Indemnitor shall be entitled to
settle the action or claim on behalf of the Indesmmiwithout the prior written consent of the Indée unless such settlement would
materially affect the ongoing business or employneéithe Indemnitee.

(c) The Indemnitee shall have the right to empteyivn counsel, but the fees and expenses of thasel shall be the responsibility of the
Indemnitee unless (i) the employment of that cousisall have been authorized in writing by the imedtor in connection with the defense of
the action or claim; (ii) the Indemnitor shall i@ve employed counsel to have charge of the defd#frmech action or claim; or (iii) such
Indemnitee shall have reasonably concluded that tmay be defenses available to it which are diffefrom or additional to those available
to the Indemnitor (in which case the Indemnitorlishat have the right to direct any different dederof the action or claim on behalf of the
Indemnitee). The Indemnitee shall, in any evenkedya fully informed of the defense of any suchacor claim. Except as expressly
provided above, in the event that the Indemnitatistot previously have assumed the defense otaoreor claim, at such time as the
Indemnitor does assume the defense of the actiotaion, the Indemnitor shall not thereafter belkaio any Indemnitee for legal or other
expenses subsequently incurred by the Indemnitew/@stigating, preparing or defending against saction or claim.

(d) Anything in this Section 5 to the contrary nihgtanding, the Indemnitor shall not be liable oy settlement of any claim or action
effected without its written consent; provided, fewer, that if after due notice the Indemnitor refuso defend a claim or action, the
Indemnitee shall have the right to defend and/titeseuch claim or action, and the Indemnitee shatlbe precluded from making a claim
against the Indemnitor for reasonable expensediaritities resulting from such defense and/orleetent in accordance with this Section 5.

(e) Notwithstanding the foregoing provisions oktliection 5, there may be particular actions amslavhich reasonably could result in both
Parties being liable to the other under the indéiration provisions of this Agreement. In such egethe Parties shall endeavor, acting
reasonably and in good faith, to agree upon a masfrmonducting the defense and settlement of thiemor claim with a view to minimizin
the legal expenses and associated costs that otlygriwise be incurred by the Parties, such as,dyaf illustration only, agreeing to use the
same legal counse



(f) The indemnification provisions of this Sectibrshall not inure to the benefit of any third paBy way of illustration only, an insurer who
would otherwise be obligated to pay any claim shatlbe relieved of the responsibility with respigreto, or, solely by virtue of the
indemnification provisions hereof, have any subtiogerights with respect thereto, it being expressiderstood and agreed that no insurer or
any other third party shall be entitled to a "wigdlf(i.e., a benefit they would not be entitledréxeive in the absence of the indemnification
provisions) by virtue of these indemnification pigions.

Section 6. Taxes. PepsiCo and TRICON have entatediiTax Separation Agreement, substantially énfthm attached hereto as Attachn
1 (as amended, supplemented or otherwise modified;Tax Agreement"), regarding their respectights and obligations with respect to
taxes of the TRICON Group for all periods throula Distribution Date and certain other tax-relatetters. In the event of a conflict
between the terms of the Tax Agreement and thestefrthis Agreement, the terms of the Tax Agreenséatl govern.

Section 7. Employee Benefits. PepsiCo and TRICOM leantered into an Employee Programs Agreemenstaatially in the form attached
hereto as Attachment 2 (as amended, supplement#tiemvise modified, the "Employee Programs Agreagif)ewhich allocates assets,
liabilities and responsibilities between them wigspect to certain employee compensation and ligt@fis and programs and certain other
related matters. In the event of a conflict betwénenEmployee Programs Agreement and the termtsofAgreement, the terms of the
Employee Programs Agreement shall govern.

Section 8. Telecommunications, Software and Compuiervices. PepsiCo and TRICON have entered iffelecommunications, Software
and Computing Services Agreement, substantialthénform attached hereto as Attachment 3 (as andesdpplemented or otherwise
modified, the "T,S&C Agreement"), setting forth theangements between the Parties with respentdmil software, third party
agreements, telecommunications services and congpsiirvices. In the event of a conflict betweenTt}®8C Agreement and the terms of
this Agreement, the terms of the T,S&C Agreemeatlgjovern.

Section 9. Transfer of Entities, Operations, Assets Liabilities. (a) Except as set forth on Scheduhereto, prior to the Distribution Date,
PepsiCo and TRICON shall use reasonable effortatise the entities, operations, assets and corrgisigpliabilities of the Restaurant
Businesses to be included as part of the TRICONI@GrBoth Parties agree to take such action as mayebessary or appropriate, prior to the
Distribution Date, to cause all such restaurardtesl assets and liabilities (including, withoutitation, all agreements relating thereto),
except as provided on Schedule D hereto, to begpiyoponveyed or assigned to TRICON or the appedersubsidiary or affiliate of

TRICON. Except as otherwise provided in this Agreain(including, without limitation, the ScheduleslaAttachments hereto), PepsiCo s
bear the reasonable costs of such conveyances.

(b) Except as expressly provided herein, TRICONagto assume and pay all contracts, obligatioddialnilities of each member of the
PepsiCo Group associated in any way with the RestaBusinesses and/or the Casual Dining Busingasesuch term is hereinafter
defined), whether accrued, absolute, contingeotluerwise, and whether due or to become due, imduavithout limitation, all obligations
of any member of the PepsiCo Group acting as aagt@r of obligations associated in any way with ahthe Restaurant Businesses and/or
the Casual Dining Businesses, and all obligatiordeu leases and other executory contracts anditiiedi whether arising as a result of the
transactions contemplated hereby, existing on #te kereof, or based on facts or actions arisingragmior to the Distribution Date, whether
or not such obligations shall have been discloszdih, and whether or not reflected on the opehalgnce sheet of the TRICON Group
prepared pursuant to Section 13 hereof (the "OpeRalance Sheet"). For purposes of this Agreentkeatterm "Casual Dining Businesses"
shall mean California Pizza Kitchen, Chevys Mexi®astaurants, Chimayo Grill, D'Angelo Sandwich Shdgast Side Mario's and Hot 'n
Now.

(c) In the event that the transfer of all such tssard liabilities is not accomplished by the Disttion Date, the Parties agree that TRICON
shall have de facto control and equitable ownershipe entities, operations and assets, and de fasponsibility for the obligations and
liabilities, intended to be transferred to the TRIC Group; provided, however, that if any uncompdeteeps financially affect either PepsiCo
or TRICON, the Parties agree to use their respedtest efforts to equitably resolve any such firgnmpact.

(d) This Section 9 shall not inure to the beneffidioy third party.

Section 10. Letters of Credit, Guarantees and @gatit Liabilities.

(a) TRICON shall use its best efforts to causebiireeficiaries of all of the PepsiCo Group's lettdrsredit, guarantees and other contingent
liabilities relating to any of the Restaurant Biesises or the Casual Dining Businesses (includiitgput limitation, commercial letters of
credit, financing guarantees, performance guarantease guarantees, comfort letters, insurancevarkers' compensation liabilities, and
letters of credit, guarantees and other continfigbilities identified on Schedule E hereto) (cotigely, the "Restaurant Contingent
Liabilities") which will not have expired on or prito the Distribution Date, to release and ter@ral such Restaurant Contingent Liabilities
on or prior to the Distribution Date and, whereessary or appropriate, to accept substitute letfecsedit, guarantees or contingent liabilit
issued for the account of TRICON or to post sudfiticash collateral on behalf of TRICON. TRICONdi®r agrees to provide to PepsiCo,
prior to the Distribution Date, a schedule (the I'E¥éntingent Liability Schedule") listing all of Bia Hut, Inc.'s letters of credit, guarantees
and other contingent liabilities relating to anytleé Restaurant Businesses or the Casual Dininm8sses which have not been released,
terminated or replaced with a Qualified Letter oédlit (as such term is hereinafter defined). Thé ®€bhtingent Liability Schedule shall
supplement, and be incorporated by reference 8tbedule E hereto. From and after the Distribulate, TRICON will pay a fee based
upon the maximum exposure related to any Resta@amtingent Liabilities which were not releasedirtimated or replaced prior to the
Distribution Date. Such fee will be structured alfofws: (i) for the first year following the Distrution Date, the fee will be consistent with
pricing of TRICON's senior credit facility as infect from time to time and will be expressed agcentage of the value of the underlying
exposure, an



(i) thereafter, the fee will be equal to the cuatrenarket value, as determined by The Chase Mah&ink, for replacing all such Restaurant
Contingent Liabilities that have not yet been reézh terminated or replaced by a Qualified LetfeZredit. Such fee shall be payable mon

in advance until such time as each such Resta@amtingent Liability has been released, terminatextplaced by a Qualified Letter of
Credit (as such term is hereinafter defined). Ntftstanding the foregoing, TRICON shall at all tinledemnify and hold harmless each
member of the PepsiCo Group from and against sdids, liabilities and obligations incurred withpest to such Restaurant Contingent
Liabilities. Without limiting the foregoing, TRICONhall, upon demand, reimburse PepsiCo within ts dor any amounts actually paid by
any member of the PepsiCo Group with respect tosach Restaurant Contingent Liabilities.

(b) For purposes of this Agreement, the term "QigaliLetter of Credit" shall mean an irrevocabtansferable letter of credit issued to
PepsiCo or its relevant subsidiary or affiliatesblgank that is an A Credit (as such term is hefindefined), substantially in the form
attached as Schedule F hereto, with a term extgrdithe last possible expiration date of the Reatast Contingent Liabilities covered
thereby and with a maximum drawing amount thatlsalal the full amount of all remaining obligatfoand foreseeable claims under the
Restaurant Contingent Liabilities covered theredgs(gming the exercise of all extension options vafipect to the underlying obligations)
the event of any change in the law regarding Iettécredit generally that affects the language ualified Letter of Credit, TRICON shall,
at the request of PepsiCo, provide a new Qualifistitier of Credit containing modifying language apm@ved by PepsiCo. The language
contained in the form of letter of credit attactasdSchedule F hereto shall be deemed to be appbgviedpsiCo. For purposes of this
Agreement, the term "A Credit" shall mean a corpioreor banking association whose long-term deligabons are rated A+ or Al or better
by Standard & Poor's or by Moody's, respectivehtheir successors in interest that are "nationaltpgnized statistical rating organizatiot

(c) TRICON agrees that no member of the TRICON @rshiall modify, amend or extend (including, withémtitation, pursuant to any
existing option to extend) any of the leases fapprty of the TRICON Group which have been guaethtey a member of the PepsiCo Gr
(including, without limitation, the leases idergifi on Schedule G hereto) (collectively, the "Legsas as to increase or in any way enlarge
the duration of any of the obligations or liabégi of any member of the PepsiCo Group pursuahiofetguarantees without first obtaining
prior written approval of PepsiCo, which approvaynbe withheld by PepsiCo in its sole discretioRITON hereby agrees to provide to
PepsiCo, prior to the Distribution Date, a schedtiie "PHI Lease Schedule") listing each leas@foperty of the TRICON Group which has
been guaranteed by Pizza Hut, Inc. The PHI Leakedide shall supplement, and be incorporated leyeete into, Schedule G hereto.
TRICON further agrees that no member of the TRICGMdup shall default under or breach any of the ee@® as to cause or give rise to
claims, actions, suits or proceedings against aember of the PepsiCo Group arising out of suchantaes, and hereby agrees to indemnify
and hold harmless each member of the PepsiCo Groompand against all such liabilities, costs andemses (including, without limitation,
reasonable attorneys' fees and any and all expesaesnably incurred in investigating, preparingl@iending against any pending or
seriously threatened litigation or claim) assodateerewith in accordance with Section 5 hereofl®N shall immediately notify PepsiCo,
in writing, of any allegation or claim asserteddny person or entity which might give rise to aiapility or obligation of any member of the
PepsiCo Group under any such guarantee.

Section 11. Insurance. (a) All policies of lialilifire, workers' compensation and other formssfirance maintained by the PepsiCo Group
insuring the products, properties, assets and/eratipns of the TRICON Group shall continue in folice and effect up to and through the
Distribution Date, and except as set forth on SaleHl hereto, shall be terminated effective 11:9%5n. on the Distribution Date. Any
refunds of prepaid premiums with respect to suahiteated insurance shall be for PepsiCo's acc®epsiCo shall be responsible for
obtaining such initial insurance coverage for TRNCfBom and after the Distribution Date in such amisuas are agreed upon by the Parties.
TRICON shall be liable for payment of all premiumigh respect to such initial insurance coverage @ahgdubsequent coverage which
TRICON thereafter elects to obtain. For purposehisfSection, insurance coverage does not incdugansurance for plans described in the
Employee Programs Agreement, but does include ERiAity bonds and/or fiduciary insurance.

(b) With respect to any insurance programs relatingpe TRICON Group (including, without limitatipany casualty insurance programs
such as public and products liability insuranceuned or self-insured workers' compensation insigamd automobile liability insurance),
TRICON shall be liable for payment of all claimssarg out of incidents, known or unknown, reportedinreported, which occur prior to, on
or after the Distribution Date. Any reserves unith@se insurance programs relating to the TRICONu@for periods ending prior to, on or
after the Distribution Date shall be for the acdoafiTRICON. Such reserves shall be included dsilitees of TRICON, and any charge or
credit to the reserves shall be for TRICON's actoun

Section 12. Banking and Other Arrangements. Theoresibility for bank accounts used exclusively bg TRICON Group shall be
transferred from PepsiCo to TRICON on or priortte Distribution Date. Normal procedures will bddaled for receipts and disbursements
funding prior to the Distribution Date as set footh Schedule | hereto.

Section 13. Procedures for Closing and DeliverBadks and Balance Sheet and Payment of Certain Atada PepsiCo. Financial
statements of TRICON as of the Distribution Dathjck shall be summaries of the combined accounédgers of the TRICON Group as of
the close of the tenth accounting period of the7lf@gcal year, and which shall include an OpenirdpBce Sheet, shall be prepared by
PepsiCo within 45 days after the Distribution Daiel reviewed and agreed to by TRICON within 15 defter such financial statements are
prepared. Each Party shall bear its own expenseaninection with the preparation and review of sfiutancial statements. PepsiCo and
TRICON agree that the principles for determining @pening Balance Sheet are as follows:

(a) Total Assets shall be determined through thenabreporting process using U.S. generally acckateounting principles ("GAAP") as
applied on a basis substantially consistent withlthsis used in the preparation of the financé&estents of TRICON presented in the Form
10 and standard PepsiCo definitions and accouptiactice, consistently applie



(b) Non-Interest Bearing Liabilities shall be detéred through the normal reporting process usind\BAs applied on a basis substantially
consistent with the basis used in the preparatidheofinancial statements of TRICON presentechnfform 10 and standard PepsiCo
definitions and accounting practice, consistengiplied. Accrued tax liabilities shall be treatedattordance with the provisions of the Tax
Agreement.

(c) Net Assets is the sum of total assets lessimenest bearing liabilities. Net Assets shall le¢edmined in accordance with the following
capitalization procedure:

(i) Short and Long-Term Debt shall be determinedulyh the normal reporting process using GAAP adiegh on a basis substantially
consistent with the basis used in the preparatidgheofinancial statements of TRICON presentechinfform 10 and standard PepsiCo
definitions and accounting practice, consistengipleed. The Opening Balance Sheet will reflect $gilbon of debt obligations to be incurred
by TRICON on or prior to the Distribution Date. Aif the proceeds of such debt obligations will taasferred to PepsiCo prior to the
Distribution Date as repayment of certain amounis tth PepsiCo from the TRICON Group and a dividend.

(i) Stockholders' Equity of TRICON will equal thiifference between the total Net Assets less thwetSimd Long-Term Debt on TRICON's
Opening Balance Sheet as of the Distribution Date.

Any amounts due PepsiCo by the TRICON Group reltiadtercompany accounts (other than those acsounich are defined as
intercompany trade receivables and payables inrdanoe with PepsiCo financial policies) or othesrpissory notes in excess of the amount
set forth in (i) immediately above, which will cowepayment of certain amounts due to PepsiCo franTRICON Group, will be capitalize
by PepsiCo.

Section 14. Operation Until Closing. TRICON agrems pehalf of itself and each member of the TRICGMgup, that through the Distributi
Date the Restaurant Businesses shall be operatbd ordinary course of business, consistent wast practice.

Section 15. De-ldentification. As soon as practieatter the Distribution Date, and in no evenétahan 120 days after such Date, TRICON
shall eliminate all exterior and interior signagel ather identification in its possession or coh@ad cease using any letterhead, which
identifies TRICON or any other entity within the TBON Group as a subsidiary or affiliate of PepsiCo.

Section 16. Parties. As used in this Agreementtdira "Parties" shall include the PepsiCo Groupitsnduccessors, and the TRICON Group
and its successors. Each of PepsiCo and TRICONsagnat it shall cause each of its subsidiariesadiilthtes to comply fully with the terms
of this Agreement.

Section 17. Expenses. Except as set forth on Stdhddhereto or as otherwise provided in this Agreeinfincluding, without limitation, the
Schedules and Attachments hereto), all expensaaninection with the Distribution shall be borneRBpsiCo and all expenses in connection
with the ongoing operations and/or businesseseofRICON Group shall be borne by TRICON.

Section 18. Tax Gross-Up. If any amount paid by meynber of the PepsiCo Group or the TRICON Grogpha case may be, pursuant to
this Agreement results in any increased Tax lighdr reduction of any Tax Asset of the TRICON Quaar the PepsiCo Group, respectively,
then PepsiCo or TRICON, as appropriate, shall imiBnthe other Party and hold it harmless from agdinst any interest or penalty
attributable to such increased Tax liability or teduction of such Tax Asset and shall pay to theroParty, in addition to amounts otherwise
owed, the After-Tax Amount. Capitalized terms usethis

Section 18 but not otherwise defined in this Agreatrshall have the meanings assigned to such farthe Tax Agreement.

Section 19. Survival. All of the provisions of tiAgreement shall survive the Distribution Date.

Section 20. Other Provisions. This Agreement dimaljoverned by and construed in accordance withathe of the State of North Carolina,
may not be assigned by either Party without thét@riconsent of the other, and shall bind and itatee benefit of the Parties hereto and
their respective successors and permitted assighbssAgreement may not be amended, supplememtetherwise modified except by an
agreement in writing signed by PepsiCo and TRICDINs Agreement may be executed in counterpart$y ebwhich shall be deemed to be
an original and all of which together shall congétone and the same instrument.

Section 21. Arbitration. (a) Except as otherwisevied in the attachments hereto, any controvergyaim arising out of or relating to this
Agreement, or the breach hereof, shall be setiyeathitration in accordance with the then prevailltommercial Arbitration Rules of the
American Arbitration Association (the "AAA") as ducules may be modified herein.

(b) An award rendered in connection with an arbitrapursuant to this
Section shall be final and binding and judgmentrupach an award may be entered and enforced in@ny of competent jurisdiction.

(c) The forum for arbitration under this Sectiomklbe agreed upon by the Parties, or, failing sagteement, shall be New York, New York.

(d) Arbitration shall be conducted by a single &etor selected jointly by PepsiCo and TRICON. ithin 30 days after a demand for
arbitration is made, PepsiCo and TRICON are un@bégree on a single arbitrator, three arbitrasbied! be appointed. Within 30 days at



such inability to agree, PepsiCo and TRICON shadheselect one arbitrator and those two arbitratoadl then select a third arbitrator
unaffiliated with either Party. In connection witle selection of the third arbitrator, considenatihall be given to familiarity with corporate
divestiture transactions and experience in dispgelution between parties, as a judge or othenkfisiee arbitrators selected by PepsiCo and
TRICON cannot agree on the third arbitrator withirch 30 day period, they shall promptly therealftscuss the qualifications of such third
arbitrator with the AAA prior to selection of sueahbitrator, which selection shall be in accordanite the Commercial Arbitration Rules of
the AAA.

(e) If an arbitrator cannot continue to serve, @sasor to an arbitrator selected by PepsiCo o€TR|, as the case may be, also shall be
selected by the same Party, and a successor tethial arbitrator shall be selected as specifiezlbsection (d) of this Section. A full
rehearing will be held only if the neutral arbitiats unable to continue to serve or if the remajrarbitrators unanimously agree that such a
rehearing is appropriate.

(f) The arbitrator or arbitrators shall be guidbdt not bound, by the Federal Rules of Evidencelgrithe procedural rules, including
discovery provisions, of the Federal Rules of CRiibcedure. Any discovery shall be limited to imfation directly relevant to the controve
or claim in arbitration.

Section 22. Limitation on Subsequent Activitiesp§i€o agrees, without any separately bargaineddosideration, but rather as an integral
part of the transfer of the Restaurant Business#éset TRICON Group and the Distribution provided ifothis Agreement, that it shall not
directly, through a subsidiary or affiliate, or ettvise, through October 1, 2000, open anywherbkarlnited States or Canada a restaurant
substantially identical to the restaurant conceptrated by the TRICON Group at the opening ofrimss on the day following the
Distribution Date. PepsiCo acknowledges that tineedy at law for any breach of the foregoing covémauld be inadequate and in the e
of any such breach TRICON shall be entitled tonigfive relief.

Section 23. Notices. Any notice, demand, claimtbebpcommunication under this Agreement shall beriting and shall be deemed to have
been given

(i) upon the delivery thereof if delivered persdyndincluding, without limitation, by courier), jithree days after being sent by certified mail,
return receipt requested, postage prepaid, oufdign receipt of confirmation of a telecopy trarssion, in each case to the Parties at the
following addresses (or at such other addressRasty may specify by notice to the other):

If to PepsiCo:

PepsiCo, Inc.

700 Anderson Hill Road

Purchase, NY 10577-1444

Telecopy No.: (914) 253-3123 Attention: General @sml

If to TRICON:

TRICON Global Restaurants, Inc.
1441 Gardiner Lane
Louisville, KY 40213

Telecopy No.: (502) 456-8300 Attention: General @sml
IN WITNESS WHEREOF, each of the parties heretodsased this Agreement to be duly executed as afdteeand year first above written.
PepsiCo, Inc.

By

[Name and Title]
TRICON Global Restaurants, Inc.

By

[Name and Title
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Schedule A

TRANSITIONAL SERVICES

Expected
Department Date Service  Cost Estimate or
Providing Service Services Provided to TRICON Will Terminate  Billing Procedure
Treasury - Global Cash Desk and Operations train ing 10/31/97 T&E Expenses will be
Cash Management  for all software packages and daily charged to TRICON

and Operations transactional activity

Guarantee Tracking 10/31/97 N/A




SCHEDULE B
TRICON INDEMNIFICATION OBLIGATIONS
Items with respect to which TRICON will indemniflye PepsiCo Group in accordance with Section 5isfS8kparation Agreement:

(1) All Losses arising out of or related in any manto any of the Restaurant Businesses, as swihesses have been conducted in the past,
are currently conducted or may in the future bedooted, whether or not such Losses are assertadtprthe Distribution Date and whether
or not such Losses are based upon PepsiCo or atsysafbsidiaries or affiliates being a direct paa a transaction or agreement.

(2) All Losses arising out of or related in any manto any of the Casual Dining Businesses andfpiother restaurant business in which
PepsiCo or any of its subsidiaries or affiliates baen involved, as such businesses were condogtaay member of the PepsiCo Group or
the TRICON Group, whether or not such Losses agertedd prior to the Distribution Date and whethenat such Losses are based upon
PepsiCo or any of its subsidiaries or affiliatempea direct party to a transaction or agreement.

(3) All Losses arising out of or related in any manto any letters of credit, guarantees or costidjabilities relating to (i) any of the
Restaurant Businesses, the Casual Dining Businassksr any other restaurant business in whichiBeps any of its subsidiaries or
affiliates has been involved, or (ii) any obligaisoof any member of the TRICON Group (includingthwut limitation, commercial letters of
credit, financing guarantees, performance guarantease guarantees, comfort letters, and insui@mtevorkers' compensation liabilities),
whether or not such Losses are asserted prioet®igtribution Date.

(4) All Losses arising out of or related in any manto (i) the Borrower Receivable Purchase and 8gfteement, dated as of December 13,
1995, among Taco Bell Corp., as Seller, CorporaseAFunding Company, Inc., as Investor, and Cpitorth America, Inc., as Investor
Agent, or (ii) the Parent Undertaking Agreementedaas of December 13, 1995, related thereto.

(5) All Losses arising out of or related in any manto (i) the Commitment Letter, dated August1997 (the "Commitment Letter"), among
TRICON, PepsiCo, The Chase Manhattan Bank, Chasaries Inc., Citibank, N.A., Citicorp Securitidsc., Morgan Guaranty Trust
Company of New York, J.P. Morgan Securities, INationsbank, N.A., and Nationsbank Capital Markkts,, (i) the Summary of Terms
and Conditions referred to therein (the "Term Sheand/or (iii) any of the credit facilities refed to in the Commitment Letter and/or the
Term Sheet



Schedule C
PEPSICO INDEMNIFICATION OBLIGATIONS
Items with respect to which PepsiCo will indemrtifig TRICON Group in accordance with Section 5 & 8eparation Agreement:
(1) All Losses arising out of or related in any manto either of the Pepsi-Cola or Frito-Lay busses as such businesses have been
conducted in the past, are currently conducteday im the future be conducted, whether or not dundses are asserted prior to the

Distribution Date.

(2) All losses arising out of or related in any manto any contingent liabilities relating to (ij)her of the Pepsi-Cola or Frito-Lay businesses,

or
(i) any obligations of any member of the PepsiQoup, whether or not such losses are assertedtprtbe Distribution Date



Schedule D

RESTAURANT ENTITIES, OPERATIONS, ASSETS AND LIABILI TIES
NOT BEING TRANSFERRED TO THE TRICON GROUP

Entities

Pizza Hut, Inc., a Delaware corporation
Bell Taco Funding Syndicate, an Australian parthigr¢financing vehicle) PFS de Mexico S.A.de C&/corporation organized under the
laws of Mexico Kentucky Fried Chicken NederlandyBa corporation organized under the laws of tle¢hidrlands

Operations
None
Assets
None
Liabilities

None



Schedule E

LETTERS OF CREDIT, GUARANTEES AND OTHER CONTINGENT LIABILITIES ISSUED BY THE
PEPSICO GROUP

To Be Completed Prior to Execution
of this Agreemen



Schedule F

FORM OF QUALIFIED LETTER OF CREDIT

Date XXXXXXXX

Irrevocable Standby Our No.
Letter of Credit
XXXXXX
Advising Bank Applicant
Beneficiary Amount
XXXXXX XK prokksk
[PepsiCo, Inc.

700 Anderson Hill Road
Purchase, NY 10577-1444]

Expir
XXXXXXXFrxxx P

Gentlemen: We hereby issue in your favor our Iroadade Standby Letter of Credit No. XXXXX in an anmbunot to exceed in the aggregate
US $XXXXXXX, effective immediately, and expiring #ie office of [Insert name and address of bankfertion:
at our close of basiore XXXXXX.

This Letter of Credit is being issued to secureryahligations under those letter(s) of credit, gudee(s) and/or other contingent liabilit(ies)
which are listed on the attached Schedule 1, w8adtedule forms and integral part of this Lette€oddit.

Funds under this Letter of Credit are availabledi@wing on any Business Day subject to presemtasivthe Bank's office at the address set
forth below of the following documents:

1) A sight draft substantially in the form of Ann&hereto;

2) A drawing certificate executed by one of thedfemary's officials and substantially in the foomhAnnex 2 hereto, appropriately complet
and

3) The original of this Letter of Credit and anyemments thereto.

Such demand shall be dated no later than the @igtesentation and shall be made by delivery agateld below in the paragraph covering
notices. As used herein, "Business Day" shall neggnday other than a Saturday, Sunday or othepdayhich commercial banks in the
State of are authorized or required\wyor order to be closed.

Partial drawings are permitted.

It is a condition of this Letter of Credit thatsihall be reduced automatically and without amendyieom time to time in the following
manner:

A) By any amount claimed by you under this Lette€eedit; or

B) Upon our receipt of a written statement signgab officer of PepsiCo, Inc. stating that our eetf Credit can be reduced by a stated
amount, as a result of a cancellation of lettes{gredit, guarantee(s) or other contingent liafds) set forth on Schedule 1.

It is further a condition of this Letter of Credlitat it shall be automatically extended for an tiddal period of one year from the expiration
date hereof or any future expiration date, unlé$saest sixty (60) days prior to such date we sgmdwritten notice by certified mail, returned
receipt requested mail or hand delivery that weteiet to renew this Letter of Credit for any saititional period.

All notices, demands, presentations and other camwations (collectively, "Notices") to us in respet this Letter of Credit shall be
addressed and delivered as follows: [Insert nardeaddress of bank], Attention:

All Notices to you in respect of this Letter of @ieshall be addressed and delivered as followpsi&®, Inc., 700 Anderson Hill Road,
Purchase, NY 105-1444, Attention: XXXXX, or such other address as yoay from time to time designate by written noticess.



All Notices in respect of this Letter of Credit #Hze effective upon receipt.
Any and all banking charges associated with thiteref Credit are for the account of TRICON GloRastaurants, Inc.

This Letter of Credit sets forth in full the termfsour undertaking. Such undertaking shall notrig way be modified, amended or amplified
by reference to any document or instrument refetwdterein or in which this Letter of Credit iseafed to or to which this Letter of Credit
relates and any such reference shall not be detnirdorporate herein by reference any documentsirument.

We hereby undertake to promptly honor your sighftd(s) drawn on us, indicating our Letter of Ctédth. XXXXX, for all or any part of thi
Letter of Credit if presented at the office of gnsname and address of bank], Attention: on or before the expiration
date or any automatically extended expiry date.

This Letter of Credit is subject to the Uniform @ras and Practice for Documentary Credits (1993 $R@v) International Chamber of
Commerce Publication No. 500.

Should you have an occasion to communicate witlegarding this credit, kindly direct your commuriioa to the Attention of our
Department, ( ) - , making specific reference to our Letter ofdit No. XXXXX.

Authorized Signature



Schedule 1 to Irrevocable Standby Letter of Credit
No. XXXXX

L/C, Guarantee or
Contingent Obligation
Number Beneficiary Amount Expiry Da



Annex 1 to Irrevocable Standby Letter of Credit
No. XXXXX

Form of Sight Draft
[Insert date]
uss

Pay to the order of the undersigned the amount of $ drawn on [Insert name of bank] as isstierevocable Standby Letter of
Credit No. XXXXX, dated XXXXX, to Account No. , [Insert name of bank].

PepsiCo, Inc.

By:
Title:




Annex 2 to Irrevocable Standby Letter of Credit
No. XXXXX

Drawing Certificate

[Insert name of bank]
[Insert address of bank]

Attention:

Gentlemen:

The undersigned individual, a duly authorized @ffiof PepsiCo, Inc., hereby certifies as followthwespect to that certain Letter of Credit
No. XXXXX ("L/C") dated XXXXXX issued by [Insert n@me and address of bank] in favor of PepsiCo, |

The amount of this drawing represents funds dusiBep Inc. as reimbursement for the drawing(s) utlde following letter(s) of credit,
guarantee(s) or other contingent liabilit(ies)feeth on Schedule "1" to Letter of Credit No. XXXXahd PepsiCo, Inc. is entitled to receive
the amount of the sight draft accompanying thisifieate:

L/C, Guarantee or
Contingent Obligation
Number Beneficiary Amount Expiry Da

[Insert relevant information]
In witness whereof, the beneficiary has executetidmtivered this Certificate as of the day-ef—--, ----.
PepsiCo, Inc.

By:

Title:



Schedule G

RESTAURANT LEASES WHICH HAVE BEEN
GUARANTEED BY THE PEPSICO GROUP

Guarantee Maturity Effective Lessee Number Seq Date Lessor

KFC of California 211 1 10/28/11 10/28/91 SolomoneRl Estate

- 20 Hempstead Ave., Hempstead, NY, Nassau County

- 210 E. Main St, Montauk Hwy, Bayshore, NY, SufioCounty
- 479 N. Main St., Freeport, NY, Nassau County

- 1164 Jericho Tnpk, Commack (Smithtown, NY), SlkfGounty
- 508 E. Main St., Patchogue, NY, Suffok County

- 5002 Hempstead Tnpk, Farmingdale, NY, Nassau §oun

- 155 W. Suffolk Ave., Central Islip, NY, SuffolkaCinty

- 1453 Forest Park Ave., Staten Island, NY, RichdyatY

- 56 Glen Cove Rd., Greenvale, NY, Nassau County

- 221 Jericho Tnpk, Huntington, NY, Suffolk County

- 705 Old Country Road, Westbury, LI, Nassau County

- 910 Broadway, Amityville, NY, Suffolk County

- 1617 Deer Park Ave., Deer Park, NY, Suffolk Cqunt

- 1550 Straight Path, Nyandanch, NY, Suffolk County

Nudelmacher GmbH 1260 3 10/21/97 10/21/96 VolksHamkwigsburg eC-Friedrich-Ebert-Str. 120, 45473 Mulheim, Germany

Pizza Hut of Cincinnati 87 1 6/30/04 1/25/90 NEKtRars
- 8341 Beechmont Ave., Anderson Township, Hamilfmunty, Ohio

Pizza Hut of Cincinnati 203 1 3/25/05 2 /1/92 Anthony J. Nickert
and Joan A. Nickert

Pizza Hut of Cincinnati 90 1 3/31/09 1 /25/90 Patrician Center
Associates

- K Mart, Edgewood, KY

Pizza Hut of Cincinnati 86 1 3/31/14 1 /25/90 NEK Partners

- Eight Mile Rd., Anderson Township, Hamilton Coyn®hio



Guarantee Maturity Effective Lessee Number Seq Date Lessor
Pizza Hut of Cincinnati 91 1 8/31/14 1/25/90 NEKtRars - Sharon Rd., Sharronville, Hamilton Cou{ 45241
Pizza Hut of Cincinnati 85 1 3/31/15 1/25/90 NEKtRars - 9115 Winton Rd., Cincinnati, Ohio 45231190 Ohio Pike, Amelia, Ohio 45102

Pizza Hut of Cincinnati 94 1 3/31/15 1/25/90 A.BNJ.K. Realty - 108 Brookwood Ave., Hamilton, OHi5150 - 9920 Colerain Ave.,
Cincinnati, Ohio 45239

Pizza Hut of Cincinnati 93 1 3/31/15 1/25/90 NEKtRars
- 801 Main St., Milford, Ohio

Pizza Hut of Cincinnati 89 1 3/31/15 1/25/90 NEKtRars - 5444 North Bend Rd., Cincinnati, Ohio 4523
Pizza Hut of Cincinnati 96 1 3/31/15 1/25/90 Antiaah Nickert and Joan A. Nickert - 12037 Sheratand, Springdale, Ohio

Pizza Hut of Cincinnati 95 1 3/31/15 1/25/90 A.BND.K. Realty - 1709 Monmouth St., New Port, KY 4106 1571 West Galbrath Rd.,
Cincinnati, Ohio 45239 - 3061 Dixie Highway, EdgemlpKY 41017 - 5365 Ridge Rd., Cincinnati, Ohio 482 8365 Colerain Ave.,
Cincinnati, Ohio 45231

Pizza Hut of Cincinnati 92 1 8/31/20 1/25/90 NEKtRars
- Zayre Plaza, Fort Wright, KY

Pizza Hut, Inc. 1083 1 12/31/99 2/15/94 NorwestiBan

PRI 1265 4 10/21/97 10/21/96 Dresdner Bank A.G.
- 4330 Mulheim An Der Ruhr 3, Leineweber Strassern@ny



Guarantee Maturity Effective Lessee Number Seq Date Lessor

Taco Bell Corp. 401 1 2/15/99 3/15/79 First NatidRealty
- Hilltop Plaza, Bolingbrook, Il



Schedule H

RESTAURANT INSURANCE WHICH WILL NOT BE
TERMINATED AS OF THE DISTRIBUTION DATE

Insured  Policy Type Insurance Company Po licy Number Policy Term

Taco Bell Contaminated National Union Fire 64 9-6350 2/1/97-2/28/98
Products Insurance

Taco Bell Surety Bond Travelers/Aetna 86 S100605626  Continuous

KFC Surety Bond Federal Insurance All Surety Bond<Continuous

Pizza Hut Surety Bond Firemans Fund All Surety Bond Continuous



Schedule |

RESTAURANT FUNDING STRUCTURE
PRIOR TO THE DISTRIBUTION DATE

[Graphic material omitted] Organizational chartd®ncing restaurant funding structure prior to th&ribution Date:
Current Funding Structure:
PepsiCo funds all restaurant disbursements andatslall restaurant sales via the following mecrasi

1. Cash is automatically collected from restaudmgository accounts into a Concentration Accouneéxh concept. Money is then moved
automatically to PepsiCo's Master Concentrationodiot via PepsiCo's cash concentration system aawiddwn wires.

2. Cash required to fund payroll and accounts paydisbursements on behalf of the restaurantsnidefd by wire transfer from PepsiCo's
Master Concentration Account into a PepsiCo Madtsbursement Funding Account on a daily basis. FepsiCo Master Disbursement
Funding Account will then automatically fund cheekisich have been written off restaurant controtié&zbursement accounts.

Funding Structure Just Prior to Distribution Date (on or about 9/22/97):
PepsiCo funds all restaurant disbursements andatslall restaurant sales via the following mecrasi

1. Cash is automatically collected from restaudapository accounts into a Concentration Accounefch concept. Money is then moved
automatically to TRICON's Master Concentration Aacbvia PepsiCo's cash concentration system anvaddran wires and then
automatically to PepsiCo's Master Concentrationodiot via zero balance accounts.

2. Cash required to fund payroll and accounts paydisbursements on behalf of the restaurants isethautomatically to TRICON's Master
Concentration Account via zero balance accountdfaerlis funded by wire transfer from TRICON's MasEoncentration Account into a
TRICON Master Disbursement Funding Account on dydaasis. The TRICON Master Disbursement FundingaAmt will then
automatically fund checks which have been writtmrastaurant controlled disbursement accounts.

Anticipated Funding Structure Post Distribution Date:
TRICON funds all restaurant disbursements and cwllall restaurant sales via the following mechasis

1. Cash is automatically collected from restaudmgository accounts into a Concentration Accouneéxh concept. Money is then moved
automatically to TRICON's Master Concentration Aaebvia ACH Debits and drawdown wires.

2. Cash required to fund payroll and accounts paydisbursements on behalf of the restaurantsnded by wire transfer from TRICON's
Master Concentration Account into a TRICON Maste&tiDrsement Funding Account on a daily basis. TREICDN Master Disbursement
Funding Account will then automatically fund cheelisich have been written off restaurant controtiexbursement accoun



Schedule J
EXPENSES
TRICON shall bear the following expenses in conioectvith the Distribution:

1. The fees in connection with the TRICON bank triagtilities.

2. Special management incentive arrangements {gy#R&rformance bonuses) for the management of RE2a Hut, Taco Bell and PRI
which are incremental to the regular division bawu



Exhibit 3.01
RESTATED ARTICLES OF INCORPORATION
OF
TRICON Global Restaurants, Inc.
FIRST: The name of the corporation is TRICON GldRaktaurants, Inc., hereinafter referred to as@oeporation”.

SECOND: The Corporation shall have authority taiés$,000,000,000 shares, without par value, of k0,000,000 shall be Common
Shares, and of which 250,000,000 shares shalldferired Shares, with the following powers, prefeesnand rights, and qualifications,
limitations and restrictions:

(a) Except as otherwise provided by law, each Com8iware shall have one vote, and, except as otbeprovided in respect of any serie:
Preferred Shares hereafter classified or reclassithe exclusive voting power for all purposedidf®@vested in the holders of the Common
Shares. In the event of any liquidation, dissolutio winding up of the Corporation, whether voluwtar involuntary, the holders of the
Common Shares shall be entitled, after paymentarigion for payment of the debts and other lidieii of the Corporation and the amoun
which the holders of any series of Preferred Shiagesafter classified or reclassified having agnefice on distribution in the liquidation,
dissolution or winding up of the Corporation shadl entitled, to share ratably in the remainingassets of the Corporation.

(b) The Board of Directors is authorized, subjediritations prescribed by the North Carolina Buesis Corporation Act ("NCBCA") and
these Articles of Incorporation, to adopt and fitem time to time articles of amendment that auttethe issuance of Preferred Shares which
may be divided into two or more series with sudf@mrences, limitations, and relative rights asBbard of Directors may determine;
provided, however, that no holder of any Prefe@&dre shall be authorized or entitled to receivanupe involuntary liquidation of the
Corporation an amount in excess of $100.00 perehedf Share.

THIRD: The address of the registered office of @wporation in the State of North Carolina is 228sHorough Street, Raleigh, Wake
County, North Carolina 27603; and the name ofnit$al registered agent at such address is CT Catjom System.

FOURTH: No holder of any share of the Corporatiwhether now or hereinafter authorized, shall hawegaeemptive right to subscribe for
or to purchase any shares or other securitieseo€tirporation, nor have any right to cumulate loi®s for the election of Directors. At all
meetings of the Shareholders of the Corporatiaquaum being present, all matters (other than kbetion of Directors) shall be decided by
the vote of the holders of a majority of the sto€khe Corporation, present in person or by pr@nd entitled to vote thereat.

FIFTH: The following provisions are intended foetmanagement of the business and for the regulafitire affairs of the Corporation, and
it is expressly provided that the same are inteiddxt in furtherance and not in limitation of ff@vers conferred by statute:

(a) The Board of Directors shall have the exclugigerer and authority to direct management of tharass and affairs of the Corporation
and shall exercise all corporate powers, and pssdkauthority, necessary or appropriate to cautthe intent of this provision, and which
are customarily exercised by the board of direaddies public company. In furtherance of the foregpibut without limitation, the Board of
Directors shall have the exclusive power and aittht: (a) elect all executive officers of the @oration as the Board may deem necessary
or desirable from time to time, to serve at thegplae of the Board; (b) fix the compensation ohsofficers;

(c) fix the compensation of Directors; and (d) deti@e the time and place of all meetings of therBax Directors and Shareholders of the
Corporation. A scheduled meeting of Shareholderg Inegpostponed by the Board of Directors by pulditice given at or prior to the time of
the meeting.

(b) The number of Directors constituting the Boaf@irectors shall not be less than three nor ntleaa fifteen, as may be fixed from time to
time by resolution duly adopted by the Board ofddtors. Provided that the number of members oBthead of Directors equals or exceeds
the number required under the NCBCA to staggetdiras of Directors, from and after the first annBhbreholders’ meeting, the Board of
Directors shall be divided into three classes,esslg equal in number as may be possible, to sesectively until the annual meetings in
1998, 1999, and 2000 in the classes designateldebshtareholder of the Corporation at the 1997 Ahkiegting, and until their successors
shall be elected and shall qualify, and theredlfftersuccessors shall be elected to serve for tefithsee years and until their successors shall
be elected and shall qualify. In the event of amyease or decrease in the number of Directorsgdb#ional or eliminated directorships shall
be so classified or chosen such that all classBsre€tors shall remain or become equal in numagnearly as may be possible.

(c) A vacancy occurring on the Board of Directangjuding, without limitation, a vacancy resultifrpm an increase in the number of
Directors or from the failure by Shareholders & @orporation to elect the full authorized numbf@Divectors, may only be filled by a
majority of the remaining Directors or by the smenaining Director in office. In the event of theath, resignation, retirement, removal or
disqualification of a Director during his electexdirh of office, his successor shall serve untilribgt Shareholders' meeting at which Directors
are elected. Directors may be removed from offitly €or cause.

(d) The Board of Directors may adopt, amend orakflee Corporation's Bylaws, in whole or in pangluding amendment or repeal of any
Bylaw adopted by the Shareholders of the Corpana



(e) The Corporation may in its Bylaws confer updrebtors powers additional to the foregoing andpbwers and authorities conferred upon
them by statute.

(f) The Corporation reserves the right to amentrathange, or repeal any provision herein coethim the manner now or hereafter
prescribed by law, and all the rights conferredrubareholders hereunder are granted, and areheltb@nd enjoyed, subject to such rights
of amendment, alteration, change or repeal.

(9) The only qualifications for Directors of the oration shall be those set forth in these AridéIncorporation. Directors need not be
residents of the State of North Carolina or Shaddsrs of the Corporation.

(h) The Board of Directors may create and make mppents to one or more committees of the Boardm@sad exclusively of Directors w!
will serve at the pleasure of the Board and who heaye and exercise such powers of the Board irtitigethe management of the business
and affairs of the Corporation as the Board maggkete, in its sole discretion, consistent withpghevisions of the NCBCA and these Articles
of Incorporation. The Board of Directors may nofegate its authority over the expenditure of funfithe Corporation except to a committee
of the Board and except to one or more officerthefCorporation elected by the Board. No committa@prised of persons other than
members of the Board of Directors shall possegxercise any authority in the management of thénkeas and affairs of the Corporation.

SIXTH: (a) The Corporation shall, to the fullestent from time to time permitted by law, indemnify Directors and officers against all
liabilities and expenses in any suit or proceedimdeether civil, criminal, administrative or invegitive, and whether or not brought by or on
behalf of the Corporation, including all appealsréfrom, arising our of their status as such oir gwtivities in any of the foregoing
capacities, unless the activities of the persdmetindemnified were at the time taken known orew&ld by such Director or officer to be
clearly in conflict with the best interests of fBerporation. The Corporation shall likewise andhi® same extent indemnify any person who,
at the request of the Corporation, is or was sgrama Director, officer, partner, trustee, empéogeagent of another foreign or domestic
corporation, partnership, joint venture, trust threw enterprise, or as a trustee or administratdeuany employee benefit plan.

(b) The right to be indemnified hereunder shallude, without limitation, the right of a Director officer to be paid expenses in advance of
the final disposition of any proceedings upon rgef an undertaking to repay such amount unlesisall ultimately be determined that he or
she is entitled to be indemnified hereunder.

(c) A person entitled to indemnification hereunsdiall also be paid reasonable costs, expensedtandeys' fees (including expenses) in
connection with the enforcement of rights to theeimnification granted hereunder.

(d) The foregoing rights of indemnification shatltrbe exclusive of any other rights to which theseking indemnification may be entitled
and shall not be limited by the provisions of Satt5-8-51 of the NCBCA or any successor statute.

(e) The Board of Directors may take such actioit dsems necessary or desirable to carry out tinelennification provisions, including
adopting procedures for determining and enforcirggrights guaranteed hereunder, and the Boardret@rs is expressly empowered to
adopt, approve and amend from time to time suclaBy] resolutions or contracts implementing suclipians or such further
indemnification arrangement as may be permittethiwy

(f) Neither the amendment or repeal of this Articler the adoption of any provision of these Ag&bf Incorporation inconsistent with this
Article, shall eliminate or reduce any right to é@manification afforded by this Article to any persweith respect to their status or any activities
in their official capacities prior to such amendmeapeal or adoption.

SEVENTH: To the full extent from time to time petted by law, no person who is serving or who hagezbas a Director of the Corporation
shall be personally liable in any action for momgt@amages for breach of any duty as a Directogtiadr such action is brought by or in the
right of the Corporation or otherwise. Neither #reendment or repeal of this Article, nor the adwptf any provision of these Articles of
Incorporation inconsistent with this Article, shaliminate or reduce the protection afforded by thiticle to a Director of the Corporation
with respect to any matter which occurred, or ig @ause of action, suit or claim which but for tAiticle would have accrued or arisen, pi
to such amendment, repeal or adoption.

EIGHTH: The provisions of Article 9A of the NCBCAall not be applicable to the Corporation.

NINTH: Except as may be otherwise determined byBbard of Directors, the Shareholders of the Cafion shall have access as a matt
right only to the books and records of the Corporaas may be required to be made available tafeedhibhareholders by the NCBCA.

TENTH: To the extent that there ever may be incsinsicy between these Articles of Incorporation taedBylaws of the Corporation as may
be adopted or amended from time to time, the Agsidf Incorporation shall always contr
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TAX SEPARATION AGREEMENT

This Agreement is entered into as of the [ ] daj]pfL997 between PepsiCo, Inc. ("PepsiCo"), ath@arolina corporation, on behalf of its
and the members of the PepsiCo Group, and TRICQMabRestaurants, Inc. ("TRICON"), a North Carolamaporation, on behalf of itself
and the members of the TRICON Group.

WITNESSETH:

WHEREAS, pursuant to the tax laws of various judgdns, certain members of the TRICON Group, &med below, presently file certain
tax returns on an affiliated, consolidated, combjneitary, fiscal unity or other group basis (uihg as permitted by Section 1501 of the

Internal Revenue Code of 1986, as amended (thee'QJodith certain members of the PepsiCo Groupgedged below (each such group, a
"Consolidated Group");

WHEREAS, PepsiCo and TRICON intend to enter inBeaaration Agreement dated as of [ ], 1997 (thg@d8sion Agreement"), providing
for the distribution by PepsiCo to its shareholdrall of the common stock of TRICON that is helg PepsiCo (the "Distribution”) and
certain other matters;

WHEREAS, PepsiCo and TRICON desire to set fortlir thgreement on the rights and obligations of FeépsTRICON and the members of
the PepsiCo Group and the TRICON Group, respegtivdth respect to the handling and allocationexfdral, state, local and foreign Taxes
incurred in Taxable periods beginning prior to Bistribution Date, Taxes resulting from transacti@ffected in connection with the
Distribution including but not limited to the didtution of certain borrowing proceeds by TRICONRepsiCo (the "Restructuring™) and
various other Tax matters;

NOW, THEREFORE, in consideration of the mutual ctavets and agreements hereinafter set forth, theepagree as follow:
1. Definitions
(&) As used in this Agreement:

"Affiliate" of any Person shall mean (i) any indival, corporation, partnership or other entity cliseor indirectly owning more than 50
percent (by vote or value) of, owned more than &e@gnt (by vote or value) by, or under more thap&@ent (by vote or value) common
ownership with, such Person, and (ii) any entigt ik entitled to the benefit of any Tax Assetudls Person under applicable law, any entity
with any Tax Asset to which such Person is entittethe benefit of under applicable law, or anyitgnwhich is entitled or required to transfer
or assign income, revenues, receipts, or gaingdie Berson under applicable law.

"After-Tax Amount" shall mean an additional amounetessary to reflect the hypothetical Tax consetpsenf the receipt or accrual of any
payment, using the maximum statutory rate (or ratethe case of an item that affects more thanTane applicable to the recipient of such
payment for the relevant year, reflecting for extanthe effect of the deductions available foriegt paid or accrued and for Taxes such as
state and local income Taxes.

"Consolidated Group" shall have the meaning asdribet in the first "whereas" clause in this Agment; provided, however, that
"Consolidated Group" shall also include (i) anyilidte of PepsiCo that filed (or will file) any Riistribution Period Returns that reflect the
income, assets or operations of a Restaurant Bassarad (ii) any Affiliate of TRICON that filed (avill file) any Pre-Distribution Period
Returns that reflect the income, assets or opersid a Non-Restaurant Business.

"Distribution” shall mean the distribution by Pepsiof all of the common stock of TRICON that ischbly PepsiCo to PepsiCo's shareholi
pursuant to the Separation Agreement.

"Distribution Date" shall mean the date on whicé Bistribution shall be effected.
"Federal Tax" shall mean any Tax imposed underiaist of the Code and any related penalty impaseder Subtitle F of the Code.

"Final Determination” shall mean (i) with respeztRederal Taxes, (A) a "determination” as defime8ection 1313(a) of the Code, or (B) the
date of acceptance by or on behalf of the IRS ofR870-AD (or any successor form thereto), as al fiesolution of Tax liability for any
Taxable period, except that a Form 870-AD (or sssoeform thereto) that reserves the right of &xpayer to file a claim for refund or the
right of the IRS to assert a further deficiencylshat constitute a Final Determination with respiecthe item or items so reserved; (ii) with
respect to Taxes other than Federal Taxes, anlyd@tarmination of liability in respect of a Taxathunder applicable law, is not subject to
further appeal, review or modification through predings or otherwise; (iii) any final disposition feason of the expiration of the applicable
statute of limitations; or (iv) the payment of Tlax PepsiCo, TRICON, or any member of the PepsiGm@or the TRICON Group,
whichever is responsible for payment of such Tadeurapplicable law, with respect to any item dma#d or adjusted by a Taxing Authority,
provided that the provisions of Section 8 hereafehlbeen complied with, or, if such section is inagable, that the party responsible under
the terms of this Agreement for such Tax is ndditiy the party paying such Tax that it has deteeahithat no action should be taken to
recoup such disallowed item, and the other pantgegwith such determinatic



"IRS" shall mean the Internal Revenue Service.

"LIBOR" shall be determined on the basis of theedtl rates for deposits in U.S. Dollars for a penb30 days which appear on the Reuters
Screen LIBO Page as of 11:00 a.m., London timat léast two rates appear on the Reuters Screed Pi&je, the rate will be the arithmetic
mean of such rates.

"Non-Restaurant Business" shall mean any busirtbes than a Restaurant Business.

"PepsiCo Group" shall mean, with respect to anyabéxperiod, PepsiCo and its Affiliates (includithgir predecessors and successors) ¢
time prior to the Distribution other than those ildites comprising the TRICON Group.

"PepsiCo Tax Liability" shall mean, with respectiny Consolidated Group and any Taxable periodP#msiCo Group's share of the Tax
liability of such Consolidated Group, computedfabé relevant members of the PepsiCo Group wetamd never were part of such
Consolidated Group, but rather were a separatés#fi group of corporations filing a similar groRgturn (provided, however, that
transactions with any member of the TRICON Growgiuded in such Consolidated Group shall not bertaki account until the first
Taxable period in which such transaction is reqlitebe taken into account for Tax purposes unppliGable law). Such computation shall
be made (A) without regard to the income, dedusti@mcluding net operating loss and capital lostudéons) and credits in any year of any
member of the TRICON Group, except to the exteat shpayment was made to any member of the TRIC@Ni3with respect thereto, (B)
by taking account of any Tax Asset of the Pepsi@au@, (C) with regard to net operating loss andtahfwss carryforwards and carrybacks
and minimum Tax credits from earlier years of tiep$Co Group and without reduction for any suckdss carryforwards, carrybacks or
credits used by any member of the TRICON Group,bpapplying the maximum applicable statutory Taterin effect under applicable law
during the relevant year, and (E) reflecting theifians, elections and accounting methods usetiéybnsolidated Group in preparing the
relevant Return for the Consolidated Group.

"PepsiCo Vice President, Tax" shall include anycsssor position or title.
"Person” shall have the meaning ascribed to itictiBn 7701(a)(1) of the Code.
"Post-Distribution Period" shall mean any taxabdeigd (or portion thereof) beginning after the elag business on the Distribution Date.

"Pre-Distribution Period" shall mean any Taxablegeending on or before the close of businessherDistribution Date; provided that if a
Taxable period ending after the Distribution Datetains any days which fall prior to or on the Blmition Date, any portion of such Taxal
period up to and including the Distribution Datallalso be included in the Pre-Distribution Period

"Prime" shall mean the rate announced from timtnte as "prime" by Chase Manhattan Bank as its @niate with respect to the applicable
currency.

"Restaurant Business" shall mean any businesdtgassociated with the operation, developmentdhésing and licensing of restaurants
(including the casual dining restaurants and Pep&iabd Systems), as determined by the PepsiCoRfiegident, Tax in accordance with
practice.

"Return” shall mean any Tax return, statement, ntefimrm, election, claim or surrender (includirgtimated Tax returns and reports,
extension requests and forms, and information metand reports) required to be filed with any Tgxuthority.

"Tax" (and the correlative meaning, "Taxes," "TaKiand "Taxable") shall mean (A) any tax imposedarSubtitle A of the Code, or any
income, gross income, gross receipts, alternatiwad-on minimum, sales, use, business and ocoupatilue-added, trade, goods and
services, ad valorem, franchise, profits, licelmsesiness royalty, withholding, payroll, employmes#pital, excise, transfer, recording,
severance, stamp, occupation, premium, propersgtasal estate acquisition, environmental, cugtaty, or other tax, governmental fee or
other like assessment or charge of any kind whae&pegether with any interest and any penaltgjtamh to tax or additional amount
imposed by a Taxing Authority; (B) any liability afmember of the PepsiCo Group or the TRICON Graafhe case may be, for the
payment of any amounts of the type described insegA) for any Taxable period resulting from saodmber being a part of a Consolidated
Group pursuant to the application of Treasury Ratijph Section 1.1508-or any similar provision applicable under stédeal or foreign law
or (C) any liability of a member of the PepsiCo @vmr the TRICON Group for the payment of any antsulescribed in clause (A) as a
result of any express or implied obligation to imotéfy any other party.

"Tax Asset" shall mean any net operating losscapttal loss, investment Tax credit, foreign Taadit, target jobs Tax credit, low income
housing credit, research and experimentation greldiritable deduction, or any other loss, credifax attribute, including additions to basis
of property and attributes which reduce or offsdtie-added Tax liability, which could reduce anyx T@omestic or foreign), including,
without limitation, deductions, credits, or altetima minimum net operating loss carryforwards retato alternative minimum Taxes.

"Tax Packages" shall mean one or more packagegarhiation that are (i) reasonably necessary ferpilrpose of preparing Returns of any
Consolidated Group with respect to a Pre-Distrirut?eriod and (ii) completed in all material regpéic accordance with the standards that
PepsiCo has established for its subsidiaries \eitpect to the relevant I-Distribution Period



"Tax Proceeding" shall mean any Tax audit, disputeroceeding (whether administrative or judicial).

"Taxing Authority" shall mean any governmental awity (domestic or foreign), including, without litation, any state, municipality,
political subdivision or governmental agency, raspble for the imposition of any Tax.

"TRICON Group" shall mean TRICON and its Affiliataamediately after the Distribution Date, includiagy predecessors thereto; provic
however, that for purposes of determining whetlmeertity is a member of the TRICON Group, a tranefeébeneficial ownership of an entity
shall be treated as a transfer of title, regarddésghether title has actually passed; providethien, that to the extent that an affiliate of
PepsiCo or TRICON conducted both a Restaurant Basiand a Non-Restaurant Business, the RestawraimeBs shall be treated for
purposes of this Agreement as a separate corporthiid is a member of the TRICON Group and the Restaurant Business shall be treated
for purposes of this Agreement as a separate catiparthat is a member of the PepsiCo Group; pexvidirther, that if with respect to any
PreDistribution Period (or portion thereof) any Aftie of PepsiCo was involved solely in the condtiet Bestaurant Business, such men
shall be treated as a member of the TRICON Groupuoh Pre-Distribution Period (or portion thereaf)d provided further, that if with
respect to any Pre-Distribution Period (or portibareof) any Affiliate of TRICON was not involved the conduct of a Restaurant Business,
such member shall not be treated as a member GRHEON Group for such Pre-Distribution Period fartion thereof).

"TRICON Tax Liability" shall mean, with respectamy Consolidated Group and any Taxable periodTERECON Group's share of the Tax
liability of such Consolidated Group, computedfabeé relevant members of the TRICON Group wereamat never were part of such
Consolidated Group, but rather were a separatiéatdfi group of corporations filing a similar groRgturn (provided, however, that
transactions with any member of the PepsiCo Groaluded in such Consolidated Group shall not benakto account until the first Taxal
period in which such transaction is required taaken into account for Tax purposes under appleil). Such computation shall be made
(A) without regard to the income, deductions (imthg net operating loss and capital loss deduc}tiand credits in any year of any member
of the PepsiCo Group, except to the extent thayangnt was made to any member of the PepsiCo Gvdhpespect thereto, (B) by taking
account of any Tax Asset of the TRICON Group, idaolg net operating loss and capital loss carryfods@nd carrybacks and minimum Tax
credits from earlier years of the TRICON Group tde the extent that such losses, carryforwaraisybacks or credits have been used by
any member of the PepsiCo Group, (C) by applyirgntfaximum applicable statutory Tax rate in effaader applicable law during the
relevant year, and (D) reflecting the positionsctbns and accounting methods used by the CoagetidGroup in preparing the relevant
Return for the Consolidated Group.

(b) Any term used in this Agreement which is ndimked in this Agreement shall, to the extent thateat requires, have the meaning assig
to it in the Code or the applicable Treasury retyofes thereunder (as interpreted in administragprenouncements and judicial decisions) «
comparable provisions of applicable law.

2. Administrative and Compliance Matters.

(a) Sole Tax Sharing Agreement. Any and all exgsfiilax sharing agreements or arrangements, writtemwritten, between any member of
the PepsiCo Group and any member of the TRICON @Gshiall be or shall have been terminated as ofiéle of this Agreement. As of the
date of this Agreement, neither the members offfRECON Group nor the members of the PepsiCo Grdwafl have any further rights or
liabilities thereunder, and this Agreement shaltlesole Tax sharing agreement between the merab#re TRICON Group and the
members of the PepsiCo Group. Notwithstanding éhegoing, if any such termination is not bindingasty Taxing Authority, the TRICON
Group shall hold the affected member of the Pep§&@mp harmless against any adverse effect whialidiwave been avoided if such
termination had been given effect by such TaxinghArity.

(b) Designation of Agent. TRICON and each membehefTRICON Group, and PepsiCo and each membéedPepsiCo Group, as the ¢
may be, in each case with respect to any Consetidatoup of which such Person is a member, heredyoicably authorize PepsiCo or
TRICON, as the case may be, and consistent withgpastice and applicable law, to designate a memb#he PepsiCo Group or the
TRICON Group, as appropriate, or a successor df suember, as its agent, coordinator, and admimisiréor the purpose of taking any and
all actions (including the execution of waiversapplicable statutes of limitation) necessary oidental to the filing of any Return, any
amended Return, or any claim for refund (even whergem or Tax Asset giving rise to an amendediRetr refund claim arises in a Post-
Distribution Period), credit or offset of Tax oryaother proceedings, and for the purpose of makagnents to, or collecting refunds from,
any Taxing Authority, in each case relating onlyatty Pre-Distribution Period. Such designated merabthe PepsiCo Group or the
TRICON Group, as the case may be, as agent, coteetaMRICON or PepsiCo, respectively, that it Ehalresponsible to see that all such
administrative matters relating thereto shall bedied promptly and appropriately.

(c) Pre-Distribution Period Returns. With respecatConsolidated Group, the member of the Pepsi@apsor the TRICON Group, as
applicable, that is required by applicable lawil® the Returns for all Pre-Distribution Perioddlyprepare such Returns with the assistance of
the TRICON Group or the PepsiCo Group, respectivdligh respect to each Consolidated Group, eitheember of the PepsiCo Group or a
member of the TRICON Group, as consistent with pesttice and applicable law, will file the Pre-Dilsution Period Returns for such
Consolidated Group. PepsiCo and the members d?¢psiCo Group shall have the right with respeeirtyp Consolidated Group Returns to
determine (x) the manner in which such returnsudwnts or statements shall be prepared and filetliding, without limitation, the manner
in which any item of income, gain, loss, deductiorcredit shall be reported, (y) whether any extarsshould be requested, and

(2) the elections, including claims and surrendierd).K. group relief and any similar foreign offsag procedures, that will be made by any
member of the PepsiCo Group or the TRICON Grouddition, with respect to all Pre-Distribution Pels, except as provided in Section 8
(b), PepsiCo and the members of the PepsiCo Gtaaiptgave the right to (i) contest, compromiseaitls any adjustment or deficiency
proposed, asserted or assessed as a result ofidihpBany consolidated return filed by the Peps@oup or the TRICON Group, (ii) filt



prosecute, compromise or settle any claim for réfiiii) determine whether any refunds to which BepsiCo Group may be entitled shall be
received by way of refund or credited against theliability of the PepsiCo Group and (iv) determinhether a deposit will be made with a
Taxing Authority to stop the running of interestitirespect to the 1997 Tax year, TRICON and thenb®r's of the TRICON Group shall
prepare and deliver to PepsiCo all Tax Packagdemii20 days after the Distribution Date, regarslieSwhether the member's Taxable year
ends on the Distribution Date.

3. Tax Sharing.

(a) General. For each Taxable period of each Catatetd Group during which income, profits, gainst worth, receipts, sales, loss or credit
against Tax of at least one member of each of RKCDN Group and the PepsiCo Group are includible Return of such Consolidated
Group, the TRICON Group or the PepsiCo Group, gsgpiate, shall pay, as provided in this Sectipto3he PepsiCo Group or the

TRICON Group, respectively, an amount equal toftRéCON Tax Liability or the PepsiCo Tax Liabilitgs appropriate, for such Taxable
period, if any. Any Return filed by an entity debed in clause (i) of the definition of Consolidat&roup shall be treated as required to be
filed by the PepsiCo Group and any payment made pithe Distribution with respect to such Retshall be treated as having been mac
the PepsiCo Group. Any Return filed by an entitgatiébed in clause (ii) of the definition of Conslalted Group shall be treated as required to
be filed by the TRICON Group and any payment maia po the Distribution with respect to such Retghall be treated as having been
made by the TRICON Group.

(b) Estimated Payments. Not later than 3 days aftaember of the PepsiCo Group or a member of RIEDN Group, as the case may be,
makes an estimated Tax payment with respect toxabla period of a Consolidated Group, whether @rsmoh payment is made prior to the
Distribution, the PepsiCo Group shall (i) in goaitli determine the amount of the TRICON Tax Lidpitr the PepsiCo Tax Liability, as
appropriate, pursuant to this Agreement and (iivdea written statement to TRICON reflecting tthetermination described above. Not later
than three days after receipt of such statemeaffRICON Group shall pay to the PepsiCo Group erRRepsiCo Group shall pay to the
TRICON Group, as appropriate, the amount so detexthin accordance with

Section 9 hereof.

(c) Payment of Taxes at Year-End.

(i) Not later than 5 business days before a mermbtre PepsiCo Group or a member of the TRICON @ras the case may be, is require
file a Return (after taking extensions into accyuvith respect to any Consolidated Group for whpayments are to be made under this
Agreement, whether or not such Return is filed pacthe Distribution, the PepsiCo Group shalldglito the TRICON Group a written
statement setting forth the difference betweerh&)TRICON Tax Liability or the PepsiCo Tax Liabjli as appropriate, for such Return, and
(y) the aggregate amount of payments with respeittd TRICON Tax Liability or the PepsiCo Tax Libitlyi, as appropriate, for such year
made pursuant to Section 3(b). Not later than #ie duch Return is required to be filed, the TRICGMgup shall pay to the PepsiCo Group
or the PepsiCo Group shall pay to the TRICON Graspappropriate, in accordance with Section 9 lieamoamount equal to such differer

if any; provided, however, that to the extent spagment is to be made to the TRICON Group andiibatable to a claim for refund of
Taxes previously paid to a Taxing Authority, theg§i€o Group will not be required to make such payne the TRICON Group.

(if) With respect to each Return described in $2c8(a) above and previously filed by a Consolida®eoup, and for which the TRICON Tax
Liability or the PepsiCo Tax Liability, as the casay be, has not been satisfied in full or for vishise TRICON Group has not paid the
PepsiCo Group in full for a benefit derived frone tise of a Tax Asset of the PepsiCo Group, the TRIGroup shall pay to the PepsiCo
Group or the PepsiCo Group shall pay to the TRIG&Nup, as appropriate, within 30 days of demancefbe, the amount in respect of such
Return as determined by the PepsiCo Vice Presidert,

(d) Certain Other Matters.

(i) With respect to each Consolidated Group, théCKBN Group shall pay to the PepsiCo Group the ddtemefit received by such
Consolidated Group from the use of any Tax Ass¢th@fPepsiCo Group or any Tax Asset attributabthedRestaurant Business which is
reattributed to PepsiCo pursuant to Treasury Réigualas.1.1502-20(g) or any comparable provisioapylicable law, whether arising in a
Pre-Distribution Period or a Post-Distribution PeliSuch benefit shall be considered equal toxbess of the amount of Tax that would
have been payable to a Taxing Authority (or of Tha refund that would have been receivable) by Stmhsolidated Group in the absence of
such Tax Asset over the amount of Tax actually ply a Taxing Authority (or of the Tax refund aaily receivable) by such Consolidated
Group. Payment of the amount of such benefit dimthade within 30 days of the receipt by any membére TRICON Group of any

refund, credit or other offset attributable therfetam the relevant Taxing Authority and the futieturns of the PepsiCo Group shall be
adjusted to reflect such use.

(ii) If, subsequent to the payment by the TRICON @ to the PepsiCo Group of any amount referred 8ection 3(d)(i) above, there shall
be (A) a Final Determination which results in aafl@wance or a reduction of the Tax Asset so usd@)a reduction in the amount of the
benefit realized by the TRICON Group from such Paset as a result of a Final Determination or the ly the TRICON Group of a Tax
Asset of a member of the TRICON Group, the Pep$@mp shall repay to the TRICON Group the amouritivkvould not have been
payable to the PepsiCo Group pursuant to Sectid)fiBbiad the amount of the benefit been determindigjht of such event. In addition, the
PepsiCo Group shall hold each member of the TRI@DdUp harmless for any penalty or interest paybplany member of the TRICON
Group as a result of any such event referred tbdrpreceding sentence, unless such event isw#bile to any action of any member of the
TRICON Group. Any amounts payable under this Secsi@)(ii) shall be paid by the PepsiCo Group witBD days after receipt of written
notice from the TRICON Grou|



(e) Treatment of Adjustments.

(i) Except as provided in clause (iii) below if aagjustment is made in, or if a Taxing Authoritg@sses any deficiency with respect to, a
Return of a Consolidated Group filed by a membeahefTRICON Group which would have increased thesReo Tax Liability under
Section 3(c)(i), then within 30 days after a FiDatermination of the adjustment, the PepsiCo Ghail pay to the TRICON Group the
difference between all payments actually made under

Section 3(c)(i) and all payments that would havenbemade under Section 3(c)(i) taking such adjustimém account.

(i) If any adjustment is made in, or if a Taxingithority assesses any deficiency with respect Retarn of a Consolidated Group filed by a
member of the PepsiCo Group which would have irsgrddahe TRICON Tax Liability under Section 3(c){ijen within 30 days after any
member of the PepsiCo Group makes a payment txiad Authority or makes a deposit with a Taxing Battity to stop the running of
interest with respect to such adjustment, the TRIG&oup shall pay to the PepsiCo Group the diffeedmetween all payments actually m
under Section 3(c)(i) and all payments that wowdehbeen made under Section 3(c)(i) taking sualsadent into account.

(iii) If any adjustment made in, or any deficieragsessed with respect to, a Return of a Consdlidateup results in a reduction in the
amount of the benefit realized by the PepsiCo Gfoump a Tax Asset of the TRICON Group (whether ot the TRICON Group was paid in
respect of such benefit), the TRICON Group shalthiw 30 days after receipt of written notice frahe PepsiCo Group, pay to the PepsiCo
Group the amount of such reduction. In additior, TRICON Group shall hold each member of the Pep&&@up harmless for any penalty
or interest payable by any member of the TRICONuBras a result of any such reduction.

(iv) Any refunds or credits of Tax (including awet of a deposit described in Section 3(e)(ii))eieed by a member of the TRICON Group
relating to a Pre-Distribution Period, shall bedoay such member of the TRICON Group to the Pep§@up within 30 days of receipt;
provided that no such payment shall be requirateaextent such refund or credit is attributablédoa Tax Asset of the PepsiCo Group for
which payment has previously been made by the TRIGDoup, or (y) an adjustment for which paymentdaspect thereof has previously
been made pursuant to Section 3(e)(i) or 3(e)(ii).

4. Certain Representations and Covenants.

(@) (i) TRICON Representations. TRICON and each tramof the TRICON Group represent that as of the Hareof, and covenants that on
the Distribution Date, there is no plan or intent{@) to liquidate TRICON or to merge or consolel@RICON, or any member of the
TRICON Group conducting an active trade or busimebsd upon in connection with the Restructurimghee Distribution, with any other
person subsequent to the Distribution, (B) to seftanchise or otherwise dispose of any assefloge any restaurant unit, of TRICON or any
member of the TRICON Group subsequent to the Distidn, in a manner that would result in any insexhTax liability or reduction of any
Tax Asset of the PepsiCo Group or any member tfigf@pto take any action inconsistent with theoimmhiation and representations furnished
to the IRS or any other Taxing Authority in connestwith the request for a private letter ruling émy comparable pronouncement by a
Taxing Authority under applicable law) with respéxthe Distribution or the Restructuring, regasdlef whether such information and
representations were included in the ruling or prortement issued by the IRS or other Taxing AutiofiD) to enter into any negotiations,
agreements, or arrangements with respect to traosaor events (including stock issuances, pursitaihe exercise of options or otherwise,
option grants, capital contributions, or acquisi§pbut not including the Distribution) which, ieated as consummated before the proposed
distribution, would result in PepsiCo not havingtitrol" of TRICON within the meaning of sections5§&)(1)(A) and 368(c) of the Code at
the time of the Distribution, (E) to make any chaimg equity structure that would result in Pepsit@b having such "control" (except for the
Distribution), (F) to repurchase stock of TRICONaimanner contrary to the requirements of RevemoecBure 96-30 or in a manner
contrary to the representations made in connegtitinthe request for a private letter ruling wittspect to the Distribution, (G) to take any
action that contravenes any existing gain recogmigigreement or other agreement with a Taxing Aitthto which any member of the
TRICON Group or the PepsiCo Group is a party ort@Hgnter into any negotiations, agreements, @angements with respect to transactions
or events (including stock issuances, pursuaridekercise of options or otherwise, option grazgpjtal contributions, or acquisitions, but
not including the Distribution) which may cause istribution to be treated as part of a plan parguo which one or more Persons acquire
directly or indirectly TRICON stock representings®-percent or greater interest" within the mearoh&ection 355(d)(4) of the Code.

(i) TRICON and PepsiCo Representations. Each dCTRN, PepsiCo and the members of the TRICON Graupthe PepsiCo Group,
respectively, represents that as of the date hemadfcovenants that on the Distribution Date heeiT RICON, PepsiCo nor the members of
the TRICON Group or PepsiCo Group, respectivelyafgsicable), is aware of any present plan or itwarby the current shareholders of
PepsiCo to sell, exchange, transfer by gift, oentlise dispose of any of their stock in, or se@sibf, PepsiCo or TRICON subsequent to the
Distribution. In making this representation, thetigs hereto recognize that the shares of Pepsi€aad the shares of TRICON will be, lis

on certain stock exchanges and regular publicriganti such shares can be expected.

(b) TRICON Covenants. TRICON covenants to Pepsi@d, twvithout the prior written consent of the P&usVice President, Tax, (i) during
the two-year period following the Distribution Dateither TRICON, nor any member of the TRICON Greoopducting an active trade or
business relied upon in connection with the Restrimy or the Distribution, will liquidate, merge oonsolidate with any other person, (ii)
during the two-year period following the Distribai Date TRICON will not sell, refranchise exchangjstribute or otherwise dispose of its
assets or those of any member of the TRICON Grouplose any of its restaurant units or those gfraember of the TRICON Group, in a
manner that would result in any increased Tax litgtor reduction of any Tax Asset of the PepsiGo@p or any member thereof, (iii)
following the Distribution, TRICON will, for a mimhum of two years, continue the active conduct eftistoric business conducted by
TRICON throughout the five year period prior to Distribution, (iv) during the two-year period foWing the Distribution Date TRICON
will not enter into any transaction affecting, bat could affect, the ownership of the equity iests in TRICON, or make any change ir



equity structure (including stock issuances, purstmthe exercise of options or otherwise, opticents, the adoption of, or authorization of
shares under, a stock option plan, capital cortidhs, or acquisitions, but not including the Dilstition), (v) TRICON will not, nor will it
permit any member of the TRICON Group to, take acijon inconsistent with the information and repreations furnished to the IRS or any
other Taxing Authority in connection with the requéor a private letter ruling (or any comparablerpuncement by a Taxing Authority
under applicable law) with respect to the Distribator the Restructuring, regardless of whethehsaoformation and representations were
included in the ruling or pronouncement issuedheyIRS or other Taxing Authority, (vi) TRICON willot take any action that contravenes
any existing gain recognition agreement or otheeagent with a Taxing Authority to which any membéthe TRICON Group or the
PepsiCo Group is a party, (vii) TRICON will not tephase stock of TRICON in a manner contrary tordugiirements of Revenue Procedure
96-30 or in a manner contrary to the representatinade in connection with the request for a priletter ruling with respect to the
Distribution, (viii) on or after the Distributionde TRICON will not, nor will it permit any membef the TRICON Group to, make or char
any accounting method, amend any Return or takeraryposition on any Return, take any other actionit to take any action or enter into
any transaction that results in any increased iBdlity or reduction of any Tax Asset of the P&psiGroup or any member thereof in respect
of any Pre-Distribution Period, and (ix) during tygplicable period provided in

Section 355(e)(2)(B) of the Code with respect @ Histribution, it will not enter into any transect or make any change equity structure
(including stock issuances, pursuant to the exem@i®ptions, option grants or otherwise, capitaitdbutions, or acquisitions, but not
including the Distribution) which may cause thetBisition to be treated as part of a plan purstamthich one or more Persons acquire
directly or indirectly TRICON stock representings®-percent or greater interest” within the mearoh&ection 355(d)(4) of the Code.
TRICON agrees that PepsiCo is to have no liabitityany tax resulting from any action referredridhe preceding sentence and agrees to
indemnify and hold harmless the PepsiCo Group atjaimy such tax. TRICON shall also bear all castsiired by PepsiCo in connection
with PepsiCo's determination of whether or notrieng any written consent required under this Sadtig). In no event will TRICON enter
into any transaction or make any change in eqtitictire (including stock issuances, pursuant ¢oetkercise of options or otherwise, option
grants, capital contributions, or acquisitions, boitt including the Distribution) during the two ygeeriod following the Distribution which, if
treated as consummated before the Distributiom|tresPepsiCo not having "control” of TRICON withihe meaning of Sections 355(a)(a)
(A) and 368(c) of the Code at the time of Distrimrt. For purposes of the preceding sentence, ptigroauthorized under a stock option
will be treated as having been granted. TRICONIghravide to PepsiCo, on the first business dagvafry month, commencing on November
3, 1997, a certificate describing any transactioohange in equity structure described in claugeatbove which occurred during the
preceding month.

(c) Deductions and Certain Taxes Related to Optidhe PepsiCo Vice President, Tax shall determihether the PepsiCo Group or the
TRICON Group shall file Returns claiming (x) thexT@eductions attributable to the exercise of oggtitmpurchase stock of PepsiCo which
are held by employees or former employees of theCORI Group and (y) any other similar compensatiglated Tax deductions. If it is
determined that the PepsiCo Group shall claimwualhsTax deductions, (i) the PepsiCo Group shaditéled to any such Tax Deductions,
the Returns of the PepsiCo Group and the TRICONi@ahall reflect the entitlement of the PepsiCouprto such deductions, (iii) to the
extent any such deductions are disallowed, the TRIGroup shall pay to the PepsiCo Group an amogurildo the Tax paid by the Peps
Group as a result of such disallowance, (iv)withiday of the exercise of any option described ausé (x) of the preceding sentence, and
within 1 day of any other event that would resolaicompensation related Tax deduction, as themagebe, the TRICON Group will pay to
the PepsiCo Group an amount equal to the lialolitthe PepsiCo Group under the Federal Insurancgri®ations Act, the Federal
Unemployment Tax Act or any state employment taxitaconnection with the exercise of such an optetept to the extent such Tax is
withheld from a payment to the employee and rewhitbea Taxing Authority on the employee's behdlit is determined that the TRICON
Group shall claim all such Tax deductions, (i) Beturns of the PepsiCo Group and the TRICON Growall seflect such determination, (ii)
within 1 day of the exercise of any such optiontha occurrence of any other event that would reéswdtcompensation related Tax deduction,
as the case may be, the TRICON Group shall payet@epsiCo Group an amount equal to the produbiecdmount of the related deduction
and the PepsiCo Group's effective Tax rate fordfmvant Taxable period, as determined by the Bep¥ice President, Tax, (iii) TRICON
and each member of the TRICON Group will indemtlifg PepsiCo Group against any Tax liability of BepsiCo Group under the Federal
Insurance Contributions Act or the Federal Unemmplegit Tax Act incurred in connection with the exsecdf such an option or the
occurrence of any other event resulting in a corapon related Tax deduction, as the case mayxibepeto the extent such Tax is withheld
from a payment to the employee and remitted toxanfeAuthority on the employee's behalf, and (w}the extent such deduction is
disallowed, and if the PepsiCo Vice President, datermines that the PepsiCo Group should file aenal|ed Return claiming such deducti
the PepsiCo Group shall pay to the TRICON Groupattteal benefit received by the PepsiCo Groupspeet of such deduction. For
purposes of the immediately preceding clause §iii;h benefit shall be considered equal to thessxakthe amount of Tax that would have
been payable to a Taxing Authority (or of the Tafund that would have been receivable) by the Bep&iroup in the absence of such
deduction over the amount of Tax actually payable Taxing Authority (or of the Tax refund actualgceivable) by the PepsiCo Group.
Payment of the amount of such benefit shall be mattén 30 days of the receipt by any member ofPlepsiCo Group of any refund, credit
or other offset attributable thereto from the relevTaxing Authority.

5. Indemnities.

() TRICON Indemnity. TRICON and each member of IRFRCON Group will jointly and severally indemniepsiCo and the members of
the PepsiCo Group that were members of a Consetidatoup that included such TRICON Affiliate agaiasd hold them harmless from:

(i) any Tax liability of the TRICON Group and anwX liability attributable to the Restructuring;

(i) any liability or damage resulting from a bréday TRICON or any member of the TRICON Group of agpresentation or covenant made
by TRICON herein;

(iii) any Tax liability resulting from the Distriiion and attributable to any action of TRICON oy anember of the TRICON Group, witha



regard to whether the PepsiCo Vice President, Baxclonsented to such action;

(iv) any Tax liability resulting from the recaptumgursuant to
Section 904(f) of the Code, of an overall foreigad for a Pre-Distribution Period to the extent tha PepsiCo Vice President, Tax
determines that such loss is attributable to ofmraibf the Restaurant Business in a Pre-Distrilnueriod; and

(v) all liabilities, costs, expenses (includingthaut limitation, reasonable expenses of investigaand attorneys' fees and expenses), losses,
damages, assessments, settlements or judgmeirtg &g of or incident to the imposition, assesshwgrassertion of any Tax liability or
damage described in (i), (ii), (iii), or (iv) inaing those incurred in the contest in good faithppropriate proceedings relating to the
imposition, assessment or assertion of any suchliednlity or damage.

(b) PepsiCo Indemnity. PepsiCo and each membéreoPepsiCo Group will jointly and severally indefyriiRICON and the members of t
TRICON Group that were members of a Consolidatezli@that included such PepsiCo Affiliate against hald them harmless from:

(i) any Tax Liability of the PepsiCo Group and argx liability resulting from the Distribution, othéhan any such liabilities described in
Section 5(a);

(i) any liability or damage resulting from a bréday PepsiCo or any member of the PepsiCo Grogmpfrepresentation or covenant made
by PepsiCo herein; and

(iii) all liabilities, costs, expenses (includingithout limitation, reasonable expenses of invedtan and attorneys' fees and expenses), losses
damages, assessments, settlements or judgmeirtg &g of or incident to the imposition, assesshwgrassertion of any Tax liability or
damage described in (i) or (ii) including thoseurred in the contest in good faith in appropriatecgedings relating to the imposition,
assessment or assertion of any such Tax, lialbligamage.

If a member of the PepsiCo Group ceases to be filiafef of PepsiCo as a result of a sale of itekttm a third party (whether or not treatec
a sale or exchange of stock for Tax purposes), smahber of the PepsiCo Group shall be released ifsabligations under this Agreement
upon such sale and neither PepsiCo nor any menfiltiee ®epsiCo Group shall have any obligation tiemnify TRICON or any member of
the TRICON Group under Section 5(b)(iii) for angHility or damage attributable to actions takersbgh Affiliate after such sale.

(c) Discharge of Indemnity. TRICON, PepsiCo andritembers of the TRICON Group and PepsiCo Groupgctis/ely, shall discharge their
obligations under Sections 5(a) and 5(b) heresfheetively, by paying the relevant amount withind2®s of demand therefor. The PepsiCo
Group shall be entitled to make such a demandyaticue after a member of the PepsiCo Group makmsyenent or deposit in respect of a
Tax for which any member of the TRICON Group ha®hligation under Section 5(a). The TRICON Grouglkbe entitled to make such a
demand at any time after a Final Determinationmbhligation of any member of the PepsiCo Groupeni@Eection 5(b). Any such demand
shall include a statement showing the amount ddemu8ection 5(a) or

5(b), as the case may be. Calculation mechaniasnglto items described in

Section 5(a)(i) and 5(b)(i) are set forth in Seetdfc). Notwithstanding the foregoing, if either [@ON, PepsiCo or any member of the
TRICON Group or PepsiCo Group disputes in goodhfie fact or the amount of its obligation undecti®® 5(a) or Section 5(b), then no
payment of the amount in dispute shall be requirgd any such good faith dispute is resolved inomdance with Section 16 hereof;
provided, however, that any amount not paid wibndays of demand therefor shall bear interest@agded in Section 9.

(d) Tax Benefits. If an indemnification obligatiofiany member of the PepsiCo Group or any memb#reof RICON Group, as the case n
be, under this Section 5 with respect to a Conat#idl Group arises in respect of an adjustmennthéts allowable to a member of the
TRICON Group or a member of the PepsiCo Group,aethely, any deduction, amortization, exclusiamnirincome or other allowance (a
"Tax Benefit") which would not, but for such adjosnt, be allowable, then any payment by any membtre PepsiCo Group or any
member of the TRICON Group, respectively, purstarhis Section 5 shall be an amount equal tol@)amount otherwise due but for this
subsection (d), minus (y) the present value opfeeluct of the Tax Benefit multiplied (i) by the ximmum applicable federal, foreign or state,
as the case may be, corporate tax rate in efféhedtme such Tax Benefit becomes allowable teeaber of the TRICON Group or a
member of the PepsiCo Group (as the case may l{&) iarthe case of a credit, by 100 percent. Phesent value of such product shall be
determined by discounting such product from thestthre Tax Benefit becomes allowable at a rate gqutime.

(e) For purposes of this Section 5, in the casEaaEs that are imposed on a periodic basis angagr@ble for a Tax period that includes (but
does not end on) the Distribution Date, the portibauch Tax related to the portion of such Taxqgeeending on the Distribution Date shall

(x) in the case of any Taxes other than Taxes baged or related to income, sales, gross recei@atges, capital expenditures or expenses, be
deemed to be the amount of such Tax for the ef#ireperiod multiplied by a fraction the numeratbémich is the number of days in the 1
period ending on the Distribution Date and the deinator of which is the number of days in the enfiax period, and

(y) in the case of any Tax based upon or relateddmme, sales, gross receipts, wages, capitaheifpees or expenses, be deemed equal to
the amount which would be payable if the relevaanst period ended on the Distribution Date.

6. Guarantees. PepsiCo or TRICON, as the case mahhll guarantee the obligations of each memiiied®epsiCo Group or the TRICON
Group, respectively, under this Agreement.

7. Communication and Cooperatic



(a) Consult and Cooperate. TRICON and PepsiCo shaBult and cooperate (and shall cause each meshtier TRICON Group or the
PepsiCo Group, respectively, to cooperate) fullyuath time and to the extent reasonably requestéaebother party in connection with all
matters subject to this Agreement. Such cooperatiatl include, without limitation,

(i) the retention and provision on reasonable regakany and all information including all booksgords, documentation or other
information pertaining to Tax matters relating te PepsiCo Group and the TRICON Group, any negessatanations of information, and
access to personnel, until one year after the atipir of the applicable statute of limitation (gigieffect to any extension, waiver, or
mitigation thereof);

(i) the execution of any document that may be seagy or helpful in connection with any requireduRe or in connection with any audit,
proceeding, suit or action; and

(iii) the use of the parties' best efforts to obtany documentation from a governmental authority third party that may be necessary or
helpful in connection with the foregoing.

(b) Provide Information. PepsiCo and TRICON shak each other fully informed with respect to araterial development relating to the
matters subject to this Agreement.

(c) Tax Attribute Matters. PepsiCo and TRICON sipatimptly advise each other with respect to anppsed Tax adjustments relating to a
Consolidated Group, which are the subject of aritamdnvestigation, or are the subject of any @ding or litigation, and which may affect
any Tax liability or any Tax attribute of Pepsidd&ICON, the PepsiCo Group, the TRICON Group or am@mber of the TRICON Group or
the PepsiCo Group (including, but not limited tasis in an asset or the amount of earnings anégrof

8. Audits and Contest.

(a) Notwithstanding anything in this Agreementhe tontrary, PepsiCo shall have full control oMematters relating to any Return or any
Tax Proceeding relating to any Tax matters of aslene member of the PepsiCo Group. Except asdawin Section 8(b), PepsiCo shall
have absolute discretion with respect to any dacssto be made, or the nature of any action t@akent, with respect to any matter described
in the preceding sentence.

(b)() No settlement of any Tax Proceeding relatmgny matter which would cause a payment oblgatinder Sections 5(a) or 5(b) shall be
accepted or entered into by or on behalf of théypamtitled to receive a payment under either $adhi(a) or 5(b), whichever is applicable,
unless the party ultimately responsible for suggmpent under either Section 5(a) or 5(b), whichesapplicable (the "Indemnitor"), consents
thereto in writing (which consent shall not be @s@nably withheld or delayed); provided, howeussif tnotwithstanding anything to the
contrary in this Agreement, PepsiCo may settle ey Proceeding if it determines, in its sole judgméhat TRICON is not cooperating in
such Tax Proceeding. If the Indemnitor does ngiard to the indemnified party's request for consétiiin 30 days, the Indemnitor will be
deemed to have consented to the settlement.

(i) Upon request, during the course of any Taxceealing relating to a Tax liability or damage disamt in Section 5(a), TRICON shall from
time to time furnish PepsiCo with evidence reastnsatisfactory to PepsiCo of TRICON's ability taypthe amount for which it is
responsible pursuant to Sectioin 5(a). If at ametduring such Tax Proceeding PepsiCo determirsRICON could not pay such amount,
then TRICON shall be required to furnish a guarammeperformance bond satisfactory to PepsiCo iaraount equal to the amount for wh
TRICON is responsible pursuant to Secton 5(a) RfAON fails to furnish such guarantee or bond, Repsnay settle the Tax proceeding
without TRICON's consent, and TRICON shall remaitigated to indemnify PepsiCo pursuant to Secti@).5

(c) The indemnified party agrees to give noticéh Indemnitor of the assertion of any claim, @& dommencement of any suit, action or
proceeding in respect of which indemnity may begébiereunder within 30 days of such assertioroorraencement, or such earlier time
that would allow the Indemnitor to timely respowdsuch claim, suit action or proceeding.

(d) With respect to Returns relating to Taxes goddributable to the TRICON Group, TRICON and thembers of the TRICON Group shall
have full control over all matters relating to argx Proceeding in connection therewith. TRICON #relmembers of the TRICON Group
shall have absolute discretion with respect todenisions to be made, or the nature of any actidrettaken, with respect to any matter
described in the preceding sentence.

9. Payments. All payments to be made hereunderishahade in immediately available funds. Exceptthgrwise provided, all payments
required to be made pursuant to this Agreementheilllue 30 days after the receipt of notice of asghment or, where no notice is required,
30 days after the fixing of liability or the restihn of a dispute. Payments shall be deemed maeéa wdceived. Any payment that is not m
by the PepsiCo Group when due shall bear intetddB®R minus 10 basis points, as quoted from tim&me, for each day until paid. Any
payment that is not made by the TRICON Group whenghall bear interest at LIBOR plus 75 basis gois$ quoted from time to time, for
each day until paid. If, pursuant to a Final Deteation, any amount paid by PepsiCo or the membfetise PepsiCo Group or TRICON or
the members of the TRICON Group, as the case magursuant to this Agreement results in any ina@dasax liability or reduction of any
Tax Asset of TRICON or any member of the TRICON @rar PepsiCo or any member of the PepsiCo Gragpectively, then PepsiCo or
TRICON, as appropriate, shall indemnify the othartypand hold it harmless from any interest or [itgrattributable to such increased Tax
liability or the reduction of such Tax Asset ana@lspay to the other party, in addition to amouttserwise owed, the Aft-Tax Amount.



With respect to any payment required to be madeutids Agreement, the PepsiCo Vice President,hEsxthe right to designate, by written
notice to TRICON, which member of the TRICON Grauphe PepsiCo Group, as the case may be, will rnakeceive such payment and in
which currency such payment will be made.

10. Notices. Any notice, demand, claim, or othanownication under this Agreement shall be in wgtand shall be deemed to have been
given upon the delivery or mailing thereof, as thse may be, if delivered personally or sent bifet mail, return receipt requested,
postage prepaid, to the parties at the followindreslses (or at such other address as a party reaifyspy notice to the other):

If to PepsiCo or the PepsiCo Group, to:

Matthew McKenna

Vice President, Tax

PepsiCo, Inc.

700 Anderson Hill Road
Purchase, New York 10577-1444

If to TRICON or the TRICON Group, to:

[name]
[address]

11. Costs and Expenses.

(i) Except as expressly set forth in this Agreemeath party shall bear its own costs and expeéneaged pursuant to this Agreement. For
purposes of this Agreement, costs and expensdsstiatie, but not be limited to, reasonable atyrfees, accountant fees and other related
professional fees and disbursements. Notwithstgnalitything to the contrary in this Agreement, tiRTON Group will be responsible for

its allocable portion, as determined by the Pepaice President, Tax, of (i) all costs and experaa#butable to filing any Return that
reflects the income, assets or operations of the€CORI Group and any Return required to be filedanmection with the Restructuring, and
(i) all costs and expenses incurred by PepsiGmimplying with the provisions of Section 7 of tiigreement.

(if) With respect to all Tax Proceedings, includipending litigation with any Taxing Authority, cesthall be allocated in good faith by the
PepsiCo Vice President, Tax. Each party heretd bkedlable for its allocable portion of such coatsprovided in Section 5.

12. Effectiveness; Termination and Survival. Thirdement shall become effective upon the consuromatithe Distribution. All rights an
obligations arising hereunder with respect to aBistribution Tax Period shall survive until thesedully effectuated or performed and,
provided, further, that notwithstanding anythinghis Agreement to the contrary, this Agreementlskenain in effect and its provisions s
survive for one year after the full period of ghidicable statutes of limitation (giving effectanoy extension, waiver or mitigation thereof)
and, with respect to any claim hereunder initigtedr to the end of such period, until such claias lbeen satisfied or otherwise resolved.

13. Section Headings. The headings contained snAbreement are inserted for convenience only &all sot constitute a part hereof or in
any way affect the meaning or interpretation of thgreement.

14. Entire Agreement; Amendments and Waivers.

(a) Entire Agreement. This Agreement contains titeeeunderstanding of the parties hereto with eesfo the subject matter contained
herein. No alteration, amendment, modificationwaiver of any of the terms of this Agreement shallvalid unless made by an instrument
signed by an authorized officer of each of PepsiG® TRICON, or in the case of a waiver, by theyagainst whom the waiver is to be
effective.

(b) Amendments and Waivers. No failure or delayahy party in exercising any right, power or prigéehereunder shall operate as a waiver
hereof nor shall any single or partial exercisegb&preclude any other or further exercise theoedhe exercise of any right, power or
privilege. This Agreement shall not be waived, adezhor otherwise modified except in writing, dukeeuted by all of the parties hereto.

15. Governing Law and Interpretation. This Agreetsdmall be construed and enforced in accordandetivit laws of the State of North
Carolina without giving effect to laws and prin@plrelating to conflicts of law.

16. Dispute Resolution. If the parties hereto ar@ble to resolve any disagreement or dispute ngldti this Agreement, including but not
limited to whether a transaction is part of thetReguring and whether a Tax liability is a Pepsiax Liability or a TRICON Tax Liability,
such dispute shall be resolved in good faith byRépsiCo Vice President, Tax.

17. Counterparts. This Agreement may be executadymumber of counterparts, each of which shatldemed an original, but all of which
together shall constitute one and the same Agree!



18. Assignments; Third Party Beneficiaries. Exapprovided below, this Agreement shall be bindipgn and shall inure only to the ben
of the parties hereto and their respective successul assigns, by merger, acquisition of assettherwise (including but not limited to any
successor of a party hereto succeeding to the fiidxudes of such party under applicable law). Thigeement is not intended to benefit any
person other than the parties hereto and such ssmseand assigns, and no such other person shalihird party beneficiary hereof. If,
during the period beginning on the Distribution ®and ending upon the expiration of the survivaiqueset forth in Section 12, any
corporation becomes an Affiliate of TRICON, sucHilkdte shall be bound by the terms of this Agreetemd TRICON shall provide
evidence to PepsiCo of such Affiliate's agreemertet bound by the terms of this Agreement.

19. Authorization, etc. Each of the parties heteteby represents and warrants that it has the maweeauthority to execute, deliver and
perform this Agreement, that this Agreement haslokay authorized by all necessary corporate actiothe part of such party, that this
Agreement constitutes a legal, valid and bindinfigation of each such party, and that the execuftietivery and performance of this
Agreement by such party does not contravene olicowfith any provision or law or of its charter bylaws or any agreement, instrument or
order binding on such part



IN WITNESS WHEREOF, the parties have executed alidered this Agreement as of the day and yeatrviirgten above.
PepsiCo on its own behalf and on behalf of the nembf the PepsiCo Group.

By:

Title:

TRICON on its own behalf and on behalf of the merslwé the TRICON Group.

By:

Title:
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EMPLOYEE PROGRAMS AGREEMENT

This EMPLOYEE PROGRAMS AGREEMENT, dated as of , 1997, is by and between PepsiCo, Inc.,réhNZarolina
corporation ("PepsiCo"), and TRICON Global Restatsalnc., a North Carolina corporation ("TRICON").

WHEREAS, PepsiCo has decided to consolidate tretsiasd operations of its worldwide KFC, Pizza biudl Taco Bell businesses
(collectively, the "Restaurant Businesses") intd@@N and TRICON's subsidiaries and affiliates amdistribute the Common Stock of
TRICON to the holders of PepsiCo Capital Stock (fhistribution™); and

WHEREAS, PepsiCo and TRICON have entered into a@&#ipn Agreement, dated as of the date of thisexgent (the "Separation
Agreement"), and certain other agreements thatgeillern certain matters relating to the Distribntand the relationship of PepsiCo and
TRICON and their respective Subsidiaries followthg Distribution; and

WHEREAS, pursuant to the Separation Agreement,iBepand TRICON have agreed to enter into this Agrexst for the purpose of
allocating assets, liabilities, and responsib#itigith respect to certain employee compensatiorbanéfit plans and programs between them;

NOW, THEREFORE, in consideration of the mutual pis#s contained herein and in the Separation Agregrnie Parties (as that termr
defined in the Separation Agreement) agree aswsllo

ARTICLE

DEFINITIONS AND REFERENCES
1.1 DEFINITIONS

For purposes of this Agreement, capitalized tersegi(other than the formal names of PepsiCo Pisddfined below)) and not otherwise
defined shall have the respective meanings assigniagém below or as assigned to them in the SéparAgreement (as defined above):

(@) 414(1)(2) Amount

"414(1)(1) Amount" means, the minimum amount neagg$o fund vested benefits under the PepsiCo Beri&an and the TRICON Pension
Plan on a "termination basis" (as that term israfiin Treas. Reg. Sec. 1.414(1)-1(b)(5)) in acanoe with the actuarial assumptions
described in

Section 3.3.

(b) Action

"Action” means any demand, action, cause of actait, countersuit, arbitration, inquiry, proceeglior investigation by or before any
Governmental Authority or any arbitration or medtiattribunal, pending or threatened, known or unkno

(c) Agreement
"Agreement" means this Employee Programs Agreenrasitiding all the attached Appendices.
(d) ASO Contract

"ASO Contract" means an administrative servicey oohtract, related prior practice, or related ustdnding with a third-party administrator
that pertains to any PepsiCo Health and Welfara,apsiCo Restaurants Health and Welfare PIaRR&CON Health and Welfare Plan.

(e) Award

"Award" means an award under a Long-Term Incerfiilam or a Short-Term Incentive Plan or, as theedrtr facts may require, any other
award under another incentive or special bonugniiee, or award program or arrangement.

(f) Casual Dining Businesses
"Casual Dining Businesses" has the meaning givantémm under the Separation Agreement.

(9) Bulk Asset Transfe



"Bulk Asset Transfer" is defined in Section 3.3@))(
(h) Close of the Distribution Date

"Close of the Distribution Date" means 11:59:59 R.Eastern Standard Time or Eastern Daylight Tiw@dchever shall then be in effect), on
the Distribution Date.

(i) Code

"Code" means the Internal Revenue Code of 198&nended, or any successor federal income tax lafer&nce to a specific Code
provision also includes any proposed, temporaryinat regulation in force under that provision.

() Conversion Formula

"Conversion Formula" means the appropriate fornlelscribed in the Form 10, filed with the Securidaesl Exchange Commission by
PepsiCo in connection with the Distribution, whigtall be applied for adjusting the exercise privg award size of PepsiCo stock options
under the PepsiCo Long-Term Incentive Plan, PepSitarePower Plan and PepsiCo Stock Option InceRtave or for determining the
exercise price and number of TRICON stock opti@ssiéd as a result of the conversion of PepsiComptiranted under the PepsiCo Long-
Term Incentive Plan, the PepsiCo Stock Option ItieerPlan and the PepsiCo SharePower Plan, ascapidi

(k) Deferral Programs

"Deferral Programs,” when immediately precededPgpsiCo" or when the applicable Hiring Company rierFCompany is a member of the
PepsiCo Group, means the PepsiCo, Inc. Executn@nie Deferral Program, the PepsiCo, Inc. Perform&tware Unit Deferral Program, ¢
the PepsiCo, Inc. Option Gains Deferral Programekiimmediately preceded by "TRICON" or when theligpple Hiring Company or Pric
Company is a member of the TRICON Group, "Defelflah” means the executive income deferral progparfprmance share unit deferral
program and the option gains deferral program tedtablished by TRICON pursuant to Section 2.3.

() Distribution

"Distribution” has the meaning given that term unithe Separation Agreement.

(m) Distribution Date

"Distribution Date" has the meaning given that tenmder the Separation Agreement.
(n) DRIP

"DRIP," when immediately preceded by "PepsiCo" tiew the applicable Hiring Company or Prior Compiny member of the PepsiCo
Group, means the PepsiCo Dividend Reinvestment M&en immediately preceded by "TRICON" or whenapelicable Hiring Company
or Prior Company is a member of the TRICON GroljRIP" means the dividend reinvestment plan or mogto be established by
TRICON.

(0) ERISA

"ERISA" means the Employee Retirement Income Sgcit of 1974, as amended. Reference to a spamifizision of ERISA also include
any proposed, temporary, or final regulation ircéounder that provision.

(p) Executive Programs

"Executive Programs,” when immediately precedetiRgpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the executive benefihandualified plans, programs, and arrangementslédiad, maintained, agreed upon, or
assumed by a member of the PepsiCo Group for thefivef employees and former employees of membgtise PepsiCo Group before the
Close of the Distribution Date, including the plaml programs listed in Appendix A. When immediafgieceded by "TRICON" or when t
applicable Hiring Company or Prior Company is a rhenof the TRICON Group, "Executive Programs" mehesexecutive benefit plans
and programs to be established by TRICON purswa8ettion 2.3 that correspond to the respectivsiBepExecutive Programs including
those plans and programs listed in Appendix

A.

(q) Foreign Plan

"Foreign Plan,"” when immediately preceded by "Pépsi means a Plan maintained by the PepsiCo Growten immediately preceded



"TRICON," a plan maintained by the TRICON Groupeither case for the benefit of employees who arepensated under a payroll which
is administered outside the 50 United Stateseitstories and possessions, and the District ofi@dlia.

(r) Governmental Authority

"Governmental Authority" means any federal, stiteal, foreign, or international court, governmedgpartment, commission, board, bureau,
agency, official, or other regulatory, administvati or governmental authority, including the Depatt of Labor, the Internal Revenue
Service, and the Pension Benefit Guaranty Corpmrati

(s) Group Insurance Policy

"Group Insurance Policy" means a group insurandieypissued in connection with any PepsiCo Heaitt ®elfare Plan, PepsiCo
Restaurants Health and Welfare Plan, or any TRIG{®@HIth and Welfare Plan, as applicable.

(t) Health and Welfare Plans

"Health and Welfare Plans," when immediately preceby "PepsiCo" or when the applicable Hiring Comypar Prior Company is a memtk

of the PepsiCo Group, means the health and wdikemefit plans, programs, and policies which arenspred by PepsiCo. When immediately
preceded by "PepsiCo Restaurant,” "Health and WWeRtans" means the benefit plans, programs arcdigmlisted in the first part of
Appendix B to this Agreement that are sponsored byember of the TRICON Group for periods immedjabsifore the Close of the
Distribution Date, and such other welfare planprmgrams as may apply to any such member's em@pyetrees and dependents for such
periods. When immediately preceded by "TRICON" dew the applicable Hiring Company or Prior Company member of the TRICON
Group, "Health and Welfare Plans" means benefitqglarograms, and policies listed in the secontigfakppendix B to this Agreement
which are sponsored by a member of the TRICON Gfouperiods Immediately after the Distribution Pat

(u) Hiring Company

"Hiring Company," with respect to a Transition Ividiual described in
Section 1.1(ddd)(1) or (4), means a member of #EsiCo Group, and, with respect to a Transitionviddal described in Section 1.1(ddd)
or (3), means a member of the TRICON Group.

(v) HMO

"HMO" means a health maintenance organizationghatides benefits under the PepsiCo Health and ak&ePlans, PepsiCo Restaurants
Health and Welfare Plans, or the TRICON Health Arelfare Plans, as applicable.

(w) HMO Agreements

"HMO Agreements" means contracts, letter agreememastices, and understandings with HMOs thatigewmedical services under the
PepsiCo Health and Welfare Plans, PepsiCo Restaurkalth and Welfare Plans, and TRICON Health\&taetfare Plans, as applicable.

(x) Immediately after the Distribution Date

"Immediately after the Distribution Date" meansA®A.M., Eastern Standard Time or Eastern Daylighte (whichever shall then be in
effect), on the day after the Distribution Date.

(y) Individual Agreement

"Individual Agreement" means an individual contracagreement (whether written or unwritten) erdento between a member of the
PepsiCo Group or a member of the TRICON Group awydemnployee that establishes the right of suchviddal to special compensation or
benefits, special bonuses, supplemental pensiogfibgrhiring bonuses, loans, guaranteed paymspegial allowances, tax equalization
payments, special expatriate compensation paymaigtyility benefits, or share units granted (aaggble in the form of cash or otherwise)
under individual phantom share agreements, omtteatides benefits similar to those identified inpemdix A.

(2) Indemnitor
“Indemnitor" is defined in Section 9.18.
(aa) Initial Asset Transfer

"Initial Asset Transfer" is defined in Section HER).



(bb) Liabilities

"Liabilities" means any and all losses, claims,rglea, debts, demands, actions, costs and expénslkesling administrative and related costs
and expenses of any Plan, program, or arrangentdrathyy nature whatsoever, whether absolute orirogent, matured or unmatured,
liquidated or unliquidated, accrued or unaccrueaykn or unknown, whenever arising.

(cc) Long-Term Incentive Plan

"Long-Term Incentive Plan," when immediately presedby "PepsiCo" or when the applicable Hiring Comypar Prior Company is a
member of the PepsiCo Group, means the PepsiCol38d Long-Term Incentive Plan, the PepsiCo, 1884 Long-Term Incentive Plan,
and any other long-term incentive or stdzdsed incentive plans assumed by a member of {&@@®eGroup by reason of merger, acquisit
or otherwise. When immediately preceded by "TRIC@N{vhen the applicable Hiring Company or Prior @amy is a member of the
TRICON Group, "Long-Term Incentive Plan" means lth&g-term incentive plan to be established by TR @ursuant to Section 2.3.

(dd) LTD VEBA

"LTD VEBA," when immediately preceded by "PepsiCmeans the PepsiCo Long Term Disability BenefitstrMVhen immediately
preceded by "TRICON," "LTD VEBA" means the welfdrenefit fund to be established by TRICON pursuant t
Section 5.2 that corresponds to the PepsiCo LTD AEB

(ee) Master Trust

"Master Trust," when immediately preceded by "P@p%j means the master trusts evidenced by the ®eplic. Master Trust Agreement
dated February 1, 1978 and the PepsiCo, Inc. Spdeister Trust Agreement dated September 11, 1&8&mended from time to time, and
currently associated with, among other plans, #esiCo Pension Plan and the Pizza Hut Pension ®iaan immediately preceded by
"TRICON," "Master Trust" means the master trustgshe established by TRICON pursuant to Sectiortt®at corresponds to the PepsiCo
Master Trust.

(ff) Material Feature

"Material Feature" means any feature of a Plandbatd reasonably be expected to be of materiabitapce to the sponsoring employer or
the participants and beneficiaries of the Plancitiould include, depending on the type and purpbsiee particular Plan, the class or cla:

of employees eligible to participate in such Pthe, nature, type, form, source, and level of beéagfiovided by the employer under such Plan
and the amount or level of contributions, if argquired to be made by participants (or their depatglor beneficiaries) to such Plan.

(gg) Participating Company

"Participating Company" means any Person (other #maindividual) that is participating in a Plarospored by a member of the PepsiCo
Group or a member of the TRICON Group, as the comezjuires.

(hh) Pension Equalization Plan

"Pension Equalization Plan,” when immediately pdeckby "PepsiCo" or when the applicable Hiring Camypor Prior Company is a
member of the PepsiCo Group, means the PepsiCaoRdbgualization Plan. When immediately preceded®ICON" or when the
applicable Hiring Company or Prior Company is a rhenof the TRICON Group, "Pension Equalization Plaeans the plan to be
established by TRICON pursuant to Section 2.3¢hatesponds to the PepsiCo Pension Equalizatian Pla

(i) Pension Plan

"Pension Plan," when immediately preceded by "Rapsor when the applicable Hiring Company or P@@mpany is a member of the
PepsiCo Group, means the PepsiCo Salaried Empl®etgement Plan. When immediately preceded by G®RN" or when the applicable
Hiring Company or Prior Company is a member of IRRCON Group, "Pension Plan" means the plan tostelbdished by TRICON pursuant
to Section 2.3 that corresponds to the PepsiCoi&eR$an. When immediately preceded by "Pizza HIR¢nsion Plan" means the Pizza Hut
Hourly Employees Pension Plan.

(i) PepsiCo Capital Stock
"PepsiCo Capital Stock" has the meaning giventdrat in the Separation Agreement.
(kk) PepsiCo Executive

"PepsiCo Executive" means an employee or formed@rep of a member of the PepsiCo Group or a mewibéie TRICON Group, wh



immediately before the Close of the Distributiont®is or was eligible to participate in or receabenefit under any PepsiCo Executive
Program.

(Il) PepsiCo Group
"PepsiCo Group" has the meaning given that terneutite Separation Agreement.
(mm) PepsiCo Leave of Absence Programs

"PepsiCo Leave of Absence Programs" means the Haalesence programs offered from time to time umigke personnel policies and
practices of PepsiCo and leaves offered in accarlaith the Family and Medical Leave Act of 1998 amended.

(nn) Person

"Person" means an individual, a general or limgadnership, a corporation, a trust, a joint vestan unincorporated organization, a limited
liability entity, any other entity, and any Goveraental Authority.

(o0) Plan

"Plan,"” when immediately preceded by "PepsiCo"TdRICON," means any plan, policy, program, payrefigtice, on-going arrangement,
contract, trust, insurance policy or other agredmefunding vehicle, whether written or unwrittgmpviding benefits to employees, or fort
employees of the PepsiCo Group or the TRICON Grasm@pplicable.

(pp) Prior Company

"Prior Company," with respect to a Transition Iridival described in
Section 1.1(ddd)(1) or (4), means a member of RECON Group and, with respect to a Transition lidiiaal described in Section 1.1(ddd)
(2) or (3), means a member of the PepsiCo Group.

(qq) Record Date
"Record Date" has the meaning given that term utideBeparation Agreement.
(rr) Reimbursement Plans

"Reimbursement Plans," when immediately precedetPbpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the PepsiCo Inc. Heald Reimbursement account plan that is part of #siZo Employees Health Care
Program and the PepsiCo, Inc. Dependent Care Resament Account Plan, as applicable. When immdgiateceded by "TRICON" or
when the applicable Hiring Company or Prior Comp&ng member of the TRICON Group, "Reimbursemertodait Plans" means the
corresponding health care reimbursement accountapid the dependent care reimbursement accountglamestablished by TRICON
pursuant to Section 2.3.

(ss) Restaurant Businesses
"Restaurant Businesses" is defined in the secorabpaph of the preamble of this Agreement.
(tt) Salaried Employee

"Salaried Employee" means any individual who ishgible employee within the meaning of the PepsiRémsion Plan or the TRICON
Pension Plan, as applicable.

(uu) Savings Plan

"Savings Plan," when immediately preceded by "Regsor when the applicable Hiring Company or P@@mpany is a member of the
PepsiCo Group, means the PepsiCo Long Term Salragggam. When immediately preceded by "TRICON" bewthe applicable Hiring
Company or Prior Company is a member of the TRIG&MNup, "Savings Plan" means the TRICON Long Terwirsgg Program to be
established by TRICON pursuant to Section 2.3.

(vv) Separation Agreement

"Separation Agreement" is defined in the third gaaah of the preamble of this Agreeme



(ww) SharePower Plan

"SharePower Plan," when immediately preceded bpsi&m" or when the applicable Hiring Company ooPZompany is a member of the
PepsiCo Group, means the PepsiCo SharePower Smima@lan. When immediately preceded by "TRICONWhen the applicable Hiring
Company or Prior Company is a member of the TRIG&Nup, "SharePower Plan" means the stock optiamtplde established by TRIC(
pursuant to Section 2.3.

(xx) Short-Term Incentive Plan

"Short-Term Incentive Plan," when immediately passt by "PepsiCo," means the PepsiCo, Inc. 1994 Eixecincentive Compensation
Plan, the PepsiCo, Inc. Executive Incentive Plaa Middle Management Incentive Compensation Plad,amy other special compensation,
bonus and incentive compensation programs. Wheretfiately preceded by "TRICON," "Short-Term InceatRlan" means the executive
incentive compensation plan, executive incentiampthe middle management compensation plan andtary special compensation, bonus
and incentive compensation programs to be estalibly TRICON pursuant to

Section 2.3.

(yy) Stock Option Incentive Plan

"Stock Option Incentive Plan" when immediately meed by "PepsiCo" or when the applicable Hiring @any or Prior Company is a
member of the PepsiCo Group, means the "Pepsi€01895 Stock Option Incentive Plan" and any predser plans. When immediately
preceded by "TRICON" or when the applicable Hir®gmpany or Prior Company is a member of the TRIG&Nup, "Stock Option
Incentive Plan" means the stock option incentianm@stablished by TRICON pursuant to Section 2.3.

(zz) Stock Purchase Plan

"Stock Purchase Plan," when immediately precedetPbpsiCo" or when the applicable Hiring Companydor Company is a member of
the PepsiCo Group, means the PepsiCo Capital Roathase Plan. When immediately preceded by "TRIC@Nvhen the applicable Hirir
Company or Prior Company is a member of the TRIG&MNup, "Stock Purchase Plan" means the employe& ptarchase plan to be
established by TRICON pursuant to Section 2.3.

(aaa) Subsequent Asset Transfer
"Subsequent Asset Transfer" is defined in Secti8(b3(2).
(bbb) Subsidiary

"Subsidiary" of any Person means any corporatiostieer organization whether incorporated or unipooated of which at least a majority of
the securities or interests having by the termeetifeordinary voting power to elect at least a migjmf the board of directors or others
performing similar functions with respect to sudnporation or other organization is directly orinedtly owned or controlled by such Person
or by any one or more of its Subsidiaries, or bghsBerson and one or more of its Subsidiaries;igealy however, that no Person that is not
directly or indirectly wholly owned by any otherrBen shall be a Subsidiary of such other Persosssrduch other Person controls, or has the
right, power, or ability to control, that Person.

(ccc) Transferred Individual

"Transferred Individual" means any individual wlag, of the Close of the Distribution Date: (1) iher then actively employed by, or then on
a leave of absence from, a member of the TRICONu@ror (2) is neither then actively employed by, tieen on a leave of absence from, a
member of the TRICON Group, but (A) whose most né€hrough the Close of the Distribution Date)iazemployment with PepsiCo or a
past or present affiliate of PepsiCo was with atityenr a corporate division of the Restaurant Besses, the Casual Dining Businesses, and
the predecessors of any such entities, to the st information is available, and who has nat &ia intervening period of employment
covered by an agreement under which assets anlitiéghbwith respect to the individual were or @oebe transferred from a PepsiCo Pension
Plan, or (B) who otherwise is identified pursuanatmethodology approved by PepsiCo and TRICONghvhiethodology shall be consistent
with the intent of the parties that former emplayyeéPepsiCo or a past or present affiliate of Rapsvill be aligned with the entity for whic
they most recently (through the Close of the Distiion Date) worked and based upon the businesgabf entity. An alternate payee under a
qualified domestic relations order (within the miegnof Code Sec. 414(p) and ERISA Sec. 206(d)radtte recipient under a qualified
medical child support order (within the meaninde&ISA Sec.

609(a)), beneficiary or covered dependent, in easke, of an employee or former employee describétl)ior (2) above shall also be a
Transferred Individual with respect to that empkggeor former employee's benefit under the applcBlans. Such an alternate payee,
alternate recipient, beneficiary, or covered depeahdhall not otherwise be considered a Transféndigtidual with respect to his or her own
benefits under any applicable Plans unless heeissh Transferred Individual by virtue of eithétlee first two sentences of this definition.

In addition, PepsiCo, in its sole discretion, magignate any other individuals, or group of indiats, as Transferred Individuals. An
individual may be a Transferred Individual pursutanthis definition regardless of whether suchwidlial is, as of the Distribution Date,
alive, actively employed, on a temporary leavelisfieance from active employment, on layoff, termiddtem employment, retired or on any
other type of employment or p-employment status relative to a PepsiCo or TRIC® Rand regardless of whether, as of the Closkea



Distribution Date, such individual is then receiyiany benefits from a PepsiCo or TRICON Plan. Temead Individual includes any
individual who is on an international assignmengetiier paid on a U.S. payroll or a payroll outsige ©).S. if such individual otherwise falls
within any of the above categories.

(ddd) Transition Individual
"Transition Individual" means any individual who:

(1) is a Transferred Individual who during the Ts#tion Period becomes an employee of a memberedP#psiCo Group, without an
intervening period of employment, as a result afisfer arranged by PepsiCo and TRICON; or

(2) is an employee of a member of the PepsiCo Gasupf the Distribution Date (and is not a Transf®@findividual) who during the
Transition Period becomes an employee of a menflitbed RICON Group, without an intervening periddemployment, as a result of a
transfer arranged by PepsiCo and TRICON; or

(3) is a Transferred Individual who during the Ts#ion Period
(A) becomes an employee of a member of the PepSiGap, and (B) subsequently becomes an employaaramber of the TRICON
Group, in each case without an intervening perioghaployment and as a result of a transfer arrahgdéepsiCo and TRICON; or

(4) is an employee of a member of the PepsiCo Gasupf the Distribution Date (and is not a Transf@idndividual) who during the
Transition Period (A) becomes an employee of a megrabthe TRICON Group, and (B) subsequently becareemployee of a member of
the PepsiCo Group, in each case without an intémggreriod of employment and as a result of a feareranged by PepsiCo and TRICON.

An alternate payee under a qualified domesticitelatorder, (within the meaning of Code Sec. 414(m ERISA Sec. 206(d)), alternate
recipient under a qualified medical child suppodes, (within the meaning of ERISA Sec.

609(a)), beneficiary or covered dependent, in easke, of an individual described in clause (1), @), or (4) of this definition shall also be a
Transition Individual with respect to that indivils benefit under the applicable Plans. Such tenrate payee, alternate recipient,
beneficiary, and covered dependent shall not otisertbe considered a Transition Individual with exgfio his or her own benefits under any
applicable Plans, unless he or she is a Tranditidividual by virtue of clause (1), (2), (3), or) @f this definition.

(eee) Transition Period

"Transition Period" means the period beginning Idiaely after the Distribution Date and ending cecBmber 31, 1998.
(fff) TRICON Common Stock

"TRICON Common Stock" has the meaning given thahte the Separation Agreement.

(ggg) TRICON Group

"TRICON Group" has the meaning given that term uride Separation Agreement.

1.2 REFERENCES

Unless the context clearly indicates otherwisesnerice to a particular Article, Section, or suliseaneans the Article, Section, or subsection
so delineated in this Agreeme



ARTICLE

GENERAL PRINCIPLES
2.1 ASSUMPTION OF LIABILITIES

TRICON hereby assumes and agrees to pay, perfaffitl, and discharge, in accordance with theimestive terms, all of the following
(regardless of when or where such Liabilities ammsarise or were or are incurred): (i) all Liatids to or relating to Transferred Individuals
arising out of or resulting from employment by amteer of the PepsiCo Group before becoming Trareddndividuals (including Liabilities
under PepsiCo Plans and TRICON Plans); (ii) aleothiabilities to or relating to Transferred Indivials and other employees or former
employees of a member of the TRICON Group, and ttepiendents and beneficiaries, to the extentimgléd, arising out of or resulting fro
future, present or former employment with a menmdighe TRICON Group (including Liabilities undergzCo Plans and TRICON Plans);
(iii) all Liabilities relating to, arising out ofyr resulting from any other actual or alleged emppient relationship with the TRICON Group;
(iv) all Liabilities under any Individual Agreementelating to Transferred Individuals; and (v)aher Liabilities relating to, arising out of,
resulting from obligations, liabilities, and resgdsilities expressly assumed or retained by a membine TRICON Group, or a TRICON
Plan pursuant to this Agreement. TRICON shall hessumed all such Liabilities described in this A&gnent, unless the Liability is explicitly
retained in writing by PepsiCo or excluded in vagtiby PepsiCo from those being assumed by TRICON.

2.2 TRICON PARTICIPATION IN PEPSICO PLANS
(a) Participation in PepsiCo Plans and PepsiCoarestt Health and Welfare Plans

Subject to the terms and conditions of this Agresmeach member of the TRICON Group that is, ab@fdate of this Agreement, a
Participating Company in any of the PepsiCo Plarth® PepsiCo Restaurant Health and Welfare Plaads continue as such through the
Close of the Distribution Date. Effective as of atate before the Distribution Date, a member of tRECON Group not described in the
preceding sentence may, at its request and withahsent of PepsiCo (which shall not be unreasgnaithheld), become a Participating
Company in any or all of the PepsiCo Plans (apple#o Transferred Individuals) or PepsiCo Restauealth and Welfare Plans.

(b) PepsiCo's General Obligations as Plan Sponsor

PepsiCo shall continue through the Close of thériDigtion Date to administer, or cause to be adstémed, in accordance with their terms
applicable law, the PepsiCo Plans and the Peps#&StaRrant Health and Welfare Plans; provided, hewehiat effective September 1, 1997
through the Close of the Distribution Date (unlBspsiCo directs otherwise, in its sole discreti@d®|CON shall be responsible, subject to
the direction and control of PepsiCo, for adminisig, or causing to be administered, in accordavite their terms and applicable law, the
PepsiCo Restaurant Health and Welfare Plans ardmartion of the PepsiCo Plans as PepsiCo shatméte in its sole discretion. Through
the Close of the Distribution Date, PepsiCo shalléehthe sole discretion and authority to interfitetPepsiCo Plans and the PepsiCo
Restaurant Health and Welfare Plans as set foetteiti

(c) TRICON's General Obligations as Participatimanpany

TRICON shall perform with respect to its participatin the PepsiCo Plans and PepsiCo Restaurartth-eesd Welfare Plans, and shall cause
each other member of the TRICON Group that is &idh@ating Company in any PepsiCo Plan or Pepsi€st&urant Health and Welfare P

to perform the duties of a Participating Compangetdorth in such Plans or any procedures adgpiesliant thereto, including: (i) assisting
in the administration of claims, to the extent regped by the claims administrator or plan admiaistrof the applicable PepsiCo Plan or
PepsiCo Restaurant Health and Welfare Plan; (dpeaating fully with PepsiCo Plan or PepsiCo RestauHealth and Welfare Plan auditc
benefit personnel and benefit vendors; (iii) preser the confidentiality of all financial arrangente PepsiCo has or may have with any
vendors, claims administrators, trustees or angrathtity or individual with whom PepsiCo has eatkinto an agreement relating to the
PepsiCo Plans or PepsiCo Restaurant Health ancaWdtans; and (iv) preserving the confidentiaditparticipant health information
(including health information in relation to leawasder the Family and Medical Leave Act of 1993aaended).

(d) Termination of Participating Company Status

Effective as of the Close of the Distribution DAIRICON and each other member of the TRICON Grdwgil £ease to be a Participating
Company in the PepsiCo Plans.

2.3 ESTABLISHMENT OF TRICON PLANS

Effective Immediately after the Distribution Datmless otherwise provided, TRICON shall have adbpie shall have caused to be adopted,
before the Close of the Distribution Date, the TRXCPension Plan, the TRICON Pension EqualizatiamPhe TRICON Savings Plan, the
TRICON SharePower Plan, the TRICON Stock Purchéase, Bnd the TRICON Executive Programs for the bieaETransferred Individuals
and other current, future, and former employeab®fTRICON Group. Before the Close of the DistribntDate, to the extent that it has |



already occurred, TRICON shall have adopted, olt Baae caused to be adopted, effective Immediatér the Distribution Date, the
TRICON Health and Welfare Plans listed in the secpart of Appendix B to this Agreement, and it §kabstitute itself or another member
of the TRICON Group as the plan sponsor and adimaiis’ of the TRICON Health and Welfare Plans.Ha tontext of TRICON's adoption
of the TRICON Health and Welfare Plans, TRICON khklo take such steps as may be necessary to addghall assume all Liabilities
with respect to the PepsiCo Restaurant Health aelflavé Plans and those plans and programs und@ep&iCo Health and Welfare Plans in
which Transferred Individuals participate as of @lese of the Distribution Date. TRICON shall cortvaich PepsiCo Restaurant Health and
Welfare Plan, along with any PepsiCo Health andfévelPlans in which Transferred Individuals papiate as of the Close of the Distribut
Date, to TRICON Health and Welfare Plans effectmenediately after the Distribution Date. Except floe TRICON Stock Option Incentive
Plan, the TRICON Long-Term Incentive Plan, the TRNCSharePower Plan, and the TRICON Stock Purchiase, Bhe foregoing TRICON
Plans as in effect Inmediately after the DistribntDate shall be substantially identical in all Bté&l Features to the corresponding PepsiCo
Plans as in effect as of the Close of the DistiidruDate. The TRICON Stock Option Incentive Pldre TRICON Long-Term Incentive Plan,
the TRICON SharePower Plan, and the TRICON Stockhaise Plan shall be adopted by TRICON and apprbydepsiCo as sole
shareholder of TRICON, before the Close of theriligtion Date, to become effective Immediately afte Distribution Date; provided,
however, that during the two year period followthg Distribution, TRICON shall in no event autheriar grant a number of options under
the terms of the TRICON Stock Option Incentive Pliwe TRICON Long-Term Incentive Plan, the TRICOMa&Power Plan or any other
TRICON stock option plan or program, which in tlggeegate would result in PepsiCo not having "cdhttbTRICON within the meaning «
Sections 355(a)(1)(a) and 368(c) of the Code atithe of the Distribution. The exact aggregate nantdf options which may be authorized
or granted by TRICON pursuant to the precedingesarg shall be determined by PepsiCo in its solaetion and shall be communicated to
TRICON in writing no later than October 6, 1997 .n@aencing on November 3, 1997, TRICON shall prov@PepsiCo, on the first busine
day of every month, a certificate specifying thentuer of options authorized or granted during thezeding month.

2.4 TERMS OF PARTICIPATION BY TRANSFERRED INDIVIDUIAS

The TRICON Plans shall be, with respect to Tramsfeindividuals, in all respects the successoisterest to, shall recognize all rights and
entitlements as of the Close of the Distributioriecdander, and shall not provide benefits that aapdi benefits provided by, the correspon
PepsiCo Plans for such Transferred IndividualssRapand TRICON shall agree on methods and proesdincluding amending the
respective Plan documents, to prevent Transfer@diuals from receiving duplicative benefits frahe PepsiCo Plans and the TRICON
Plans. TRICON shall not permit any TRICON Plan éonenence benefit payments to any Transferred Indalidntil it receives notice from
PepsiCo regarding the date on which payments uhdesorresponding PepsiCo Plan shall cease. Wattert to Transferred Individuals, e
TRICON Plan shall provide that all service, all gmnsation, and all other benefit-affecting deteations that, as of the Close of the
Distribution Date, were recognized under the cquesling PepsiCo Plan (including the PepsiCo Reatdiiealth and Welfare Plans) (for
periods immediately before the Close of the Distiitn Date) shall, as of Immediately after the Digttion Date, receive full recognition,
credit, and validity and be taken into account ursdeech TRICON Plan to the same extent as if sierhstoccurred under such TRICON Plan,
except to the extent that duplication of benefitaild result. The provisions of this Agreement foe transfer of assets from certain trusts
relating to PepsiCo Plans (including Foreign Plaoghe corresponding trusts relating to TRICONnBIéncluding Foreign Plans) are based
upon the understanding of the parties that eadh SRECON Plan will assume all Liabilities of theroesponding PepsiCo Plan to or relating
to Transferred Individuals, as provided for herdfithere are any legal or other authoritative o@esthat any such Liabilities are not
effectively assumed by the appropriate TRICON Piaen the amount of assets transferred to therteleging to such TRICON Plan from the
trust relating to the corresponding PepsiCo Platl §ie recomputed, ab initio, as set forth belowthling into account the retention of such
Liabilities by such PepsiCo Plan, and assets &iealtansferred by the trust relating to such TRIC®ah to the trust relating to such PepsiCo
Plan so as to place each such trust in the positisould have been in, had the initial asset tianiseen made in accordance with such
recomputed amount of assets.

2.5 RESTRICTION ON PLAN AMENDMENTS

During the Transition Period, neither PepsiCo netQON shall adopt any amendment, or allow any amnd to be adopted, to any of their
respective Pension Plans or Savings Plans th#teiopinion of counsel acceptable to both Pepsit@ioTd&RICON, would violate Code Sec.
411(d)(6) or that would create an optional fornbehefit subject to Code Sec. 411(d)(6). DuringTrensition Period, TRICON shall not
eliminate any investment option available underiReéCON Savings Plan as of Immediately after thstiibution Date



ARTICLE
3
DEFINED BENEFIT PLANS
3.1 ESTABLISHMENT OF MIRROR PENSION TRUSTS

Effective Immediately after the Distribution DafieRICON shall establish, or cause to be establistiedTRICON Master Trust which shall
be qualified under Code Sec. 401(a), exempt fromtitan under Code Sec.
501(a)(1), and forming part of the TRICON PensitemRand the Pizza Hut Pension Plan.

3.2 PIZZA HUT PENSION PLANS

TRICON shall continue to be responsible for allliidgies relating to the Pizza Hut Pension PlarfeEtive no later than the Close of the
Distribution Date, TRICON shall substitute itseffanother member of the TRICON Group for PepsiCthaglan sponsor and administrator
of the Pizza Hut Pension Plan.

3.3 ASSUMPTION OF PENSION PLAN AND PENSION EQUALIZAON PLAN LIABILITIES AND ALLOCATION OF INTERESTS
IN THE PEPSICO PENSION TRUST

(a) Assumption of Liabilities by TRICON Pension Rla

Immediately after the Distribution Date all Liakigis to or relating to Transferred Individuals untlee PepsiCo Pension Plan and the PepsiCc
Pension Equalization Plan shall cease to be Ltaslbf the PepsiCo Pension Plan and the Pepsi@sidPeEqualization Plan, as applicable,
and shall be assumed in full and in all respectthbyTRICON Pension Plan and the TRICON Pensiorakzption Plan, respectively.

(b) Asset Allocations and Transfers
(1) Calculation of Pension Plan Asset Allocation

(A) As soon as practicable after the Close of tisribution Date, PepsiCo shall cause to be caledlthe 414(1)(1) Amount for the PepsiCo
Pension Plan and the TRICON Pension Plan as cElitwe of the Distribution Date. The assumptionglisaletermining the 414(1)(1)
Amount for each Pension Plan shall be as follows:

(i) As if each plan were terminating as of the @lo$ the Distribution Date and with 100% of papmnts who are active employees,
employees on leave of absence, or former employéhsights to a future deferred vested pensiomiagsl to elect a lump sum distribution
of the value of the pension benefit accrued ab@fQlose of the Distribution Date.

(if) For purposes of calculating the lump sum présalue, mortality rates shall be based on théiegdgde mortality table under Code Sec. 417
(©)(3)(A)(ii)(1) as specified in Rev. Rul. 95-6 amderest calculated based on the annual ratetefast on 30-year Treasury securities for the
second month preceding the month of the CloseeoDiktribution Date.

(iii) For retired participants or former employeaeseiving benefits as of the Close of the DistiitnuDate, the lump sum present value of the
form of benefit currently elected shall be valuadhie same manner and using the same assumptioms as

(i) and (ii) above. For active participants who aligible to retire as of the Close of the Disttibn Date, the lump sum benefit shall be based
on the accrued benefit payable at the current efecting appropriate early retirement reductionder the plan. For all other participants, the
lump sum value is the present value of the acchesefit commencing at normal retirement age. Batiyement subsidies shall be considi
only for those participants who are retired orieligyto retire as of the Close of the DistributiDate.

(B) If the aggregate amount of the assets of thesi@® Pension Plan, determined as of the CloskeeoDistribution Date, is not less than the
sum of the 414(1)(1) Amounts for the PepsiCo Pamsitan and the TRICON Pension Plan determineddnrdance with (A) above, then
such assets shall be allocated between the Pepgi@ion Plan and the TRICON Pension Plan in prigootod the 414(1)(1) Amounts of each
plan.

(C) If the aggregate amount of the assets of tipsiEe Pension Plan, determined as of the CloskeeobDistribution Date is less than the sum
of the 414(1)(1) Amounts for the PepsiCo PensianRind the TRICON Pension Plan, then such assatdshallocated between the PepsiCo
Pension Plan and the TRICON Pension Plan propatiéiyto each priority category as specified urelRISA Sec. 4044, using the
assumptions specified in (A) above.

(2) Transfer of Assets to TRICON Pension Trt



Effective Immediately after the Distribution DaRgpsiCo shall cause to be transferred from thei®epdaster Trust to the TRICON Master
Trust an initial amount of assets in cash ("th&dhAsset Transfer"). The amount of the Initials&és Transfer shall be an estimate, determined
by PepsiCo in its sole discretion, of the cash ireguby the TRICON Pension Plan and Pizza Hut PenBlan to make payment of benefits
and appropriate expenses from the TRICON MastestTinuaccordance with the plans from Immediatetgrahe Distribution Date to the tir

of the Bulk Asset Transfer, described below. Ingkient that the Initial Asset Transfer providesuffisient cash for this purpose and upon
TRICON's written request therefor, PepsiCo willgato be transferred other amounts of assets m(t&absequent Asset Transfer"), but
only to the extent required to make cash paymentieacribed above.

As soon as practicable after the calculation ohgdan's interest in the Master Trust pursuantactisn 3.3(b)(1), but in no event before
PepsiCo (or its authorized representative) detegmihat the calculation and the data on whichbased are acceptably complete, accurate,
and consistent, PepsiCo will cause the appropaiateunt of assets to be transferred from the Pepdi@ter Trust to the TRICON Master
Trust (the "Bulk Asset Transfer"). The amount dfeds to be transferred in the Bulk Asset Trandiall $e equal to the aggregate of interests
of the TRICON Pension Plan determined pursuanetdi@n 3.3(b)(1) and the Pizza Hut Pension Plajuséed by PepsiCo as of the date of
the Bulk Asset Transfer to the extent necessagppropriate to reasonably and appropriately refidditional pension contributions, actual
investment gains and losses experienced in thé@®ep&aster Trust, benefit payments, expenses,riti@ll Asset Transfer, Subsequent Asset
Transfers, data corrections, enhancements, andutatignal refinements from Immediately after thatfibution Date through the date of the
actual asset transfer of such assets.

The specific assets to be transferred from theiBepdaster Trust to the TRICON Master Trust in Bidk Asset Transfer shall represent a
reasonable cross-section of the asset classes PefisiCo Master Trust consistent with the objeativenabling TRICON to implement an
investment program for the TRICON Master Trust, inuto event shall PepsiCo or the PepsiCo MastastTe required to incur
unreasonable transaction costs in the procesamgfarring assets and subsequently re-balancingbstment portfolio held by the PepsiCo
Master Trust. Furthermore, PepsiCo shall not temafiy shares of PepsiCo or TRICON stock or argrésts in group annuity contracts held
by the PepsiCo Master Trust unless specificallpested by TRICON in writing, and PepsiCo shall betequired to transfer any specific
asset, any portion of any specific fund or investtmaanager account, or any specific portion of ggcific asset, fund or investment
manager account. In transferring specific assefssi€o makes no representation as to the apprepeiss of the resulting asset allocation or
investment performance resulting from the speeifisets transferred. By accepting the assets treedf@ RICON acknowledges that it and
not PepsiCo is serving as the fiduciary for the &N Master Trust with respect to the determinatiod actual transfer of assets from the
PepsiCo Master Trust and that, acting as fidudiarghe TRICON Pension Plan and Pizza Hut Penslan,ARICON further acknowledges
that it is able to change the asset allocatiot dsems appropriate at any time. Once the asse¢sheen transferred to and received by the
TRICON Master Trust, such event shall fully andafiy foreclose any issue or matter of any naturatatever by TRICON, the TRICON
Master Trust, the TRICON Pension Plan, and theaPihzt Pension Plan or any other trust(s) relatexhith plans against PepsiCo, the
PepsiCo Master Trust, the PepsiCo Pension Plaamybother trust(s) related to such plans relatinpé condition, identity, or value of such
assets and TRICON shall fully indemnify PepsiCs gitnployees, officers, directors, and the Pepsig@mien Plan and the PepsiCo Master
Trust regarding any Liability or regulatory issufeany nature with respect thereto.

3.4 ACTION IN EVENT OF PBGC INTERVENTION

Notwithstanding any provision of this Agreementtie contrary, in the event that at any time thesRenBenefit Guaranty Corporatis
("PBGC") asserts that the Distribution may provjigstification for PBGC to seek termination of thepRBiCo Pension Plan pursuant to ERISA
Sec. 4042 or otherwise asserts that the transatiignincrease unreasonably the long-run loss t@B@C (within the meaning of ERISA
Sec. 4042(a)(4)) with respect to the PepsiCo PariRlian, PepsiCo may, in its sole discretion (iqiretll assets and Liabilities with respect to
Transferred Individuals and Transition Individuateler the PepsiCo Pension Plan and/or the Pep&@sidh Equalization Plan and require
TRICON to provide equivalent benefits under plar@ntained by it with an offset for any benefits ttoned to be provided under the
PepsiCo Pension Plan and/or the PepsiCo PensiaaliEafion Plan, (i) enter into negotiations wittetPBGC to resolve these issues and,
upon satisfactorily resolving such issues, TRICOHIISfully comply with the terms of this Articley diii) reach such other agreement as may
be satisfactory to PepsiCo and TRICON. In any easknotwithstanding any other provision of this @égment, TRICON shall be fully
responsible and liable for any obligation to, agrest with, or undertaking (on behalf of or relatioghe TRICON Pension Plan) to the
PBGC and shall hold PepsiCo free from and fullyeimaify it against any such obligation, agreementiraertaking. For purposes of this
Section 3.4, reference to the PepsiCo Pensioneaf RICON Pension Plan, as applicable, shall medrirariude the Pizza Hut Pension Plan.
If PepsiCo retains any liability of any Transferledividual under the PepsiCo Pension Equalizafitan, TRICON shall fully reimburse
PepsiCo for the full cash costs of, including adgnaistrative expenses relating to, any such ligbi



ARTICLE
4
DEFINED CONTRIBUTION PLANS
4.1 SAVINGS PLAN
(a) Savings Plan Trust

Effective Immediately after the Distribution DalieRICON shall establish, or cause to be establishédjst qualified under Code Sec. 401(a),
exempt from taxation under Code Sec. 501(a)(1) farrding part of the TRICON Savings Plan.

(b) Assumption of Liabilities and Transfer of Asset

Effective Immediately after the Distribution Da{:the TRICON Savings Plan shall assume and balysaésponsible for all Liabilities
(including any amounts attributable to additionahtributions with respect to Transferred Individiequired pursuant to negotiations with
the Internal Revenue Service that began befor®i$teibution Date) to or relating to Transferredlividuals under the PepsiCo Savings Plan;
(il) the TRICON Savings Plan shall assume and tedyscesponsible for all ongoing rights of or réhat to Transferred Individuals for future
participation (including the right to make contritmns through payroll deductions) in the TRICON Bag Plan; and (iii) PepsiCo shall cause
the accounts of the Transferred Individuals underRepsiCo Savings Plan which are held by itsaélatist as of the Close of the
Distribution Date to be transferred to the TRICO&/Bgs Plan and its related trust, and TRICON stwllse such transferred accounts to be
accepted by such plan and trust. Effective no kit@n Immediately after the Distribution Date, TRIR shall use its reasonable best effori
enter into such agreements to accomplish such gtgurs and transfers, the maintenance of the nageparticipant records, the appointrr

of State Street Bank and Trust Company as initistée under the TRICON Savings Plan, and the emgeit of State Street Bank and Trust
Company as initial recordkeeper under such plassobn as practicable after the Close of the Distion Date, assets related to the acco

of all Transferred Individuals shall be transferfemin the PepsiCo Savings Plan to the TRICON Savfgn in cash or in kind, at PepsiCo's
discretion, and to the extent practicable, shalhested in comparable investment options in tR€CION Savings Plan as such accounts
were invested immediately before the Close of thsdriDution Date.

(c) Non-Employer Stock Funds

Effective Immediately after the Distribution DateTRICON common stock fund shall be added as agstnvent option to the PepsiCo
Savings Plan and the TRICON Savings Plan shalligeofor both a PepsiCo capital stock fund and aO®MN common stock fund as
investment options. The TRICON common stock funthePepsiCo Savings Plan and the PepsiCo capitd fund in the TRICON Savings
Plan are each referred to as a "Non-Employer Stocid" with respect to the applicable plan. Each{Ramployer Stock Fund shall be
maintained under the respective Plan at least gir@ecember 31, 1998. The PepsiCo Savings PlathentRICON Savings Plan shall each
provide that, after the Distribution Date, no neatibutions may be invested in, and no amounts beatyansferred from other investment
options to the Non-Employer Stock Fund under tlspeetive Plan. The PepsiCo Savings Plan shall geeaiat no earnings or dividends
under its Non-Employer Stock Fund may be reinvestedRICON Common Stock and the TRICON Savings Rlaall provide that no
earnings or dividends under its Non-Employer Steakd may be reinvested in PepsiCo Capital Stock.

(d) Miscellaneous Funds

In the event that PepsiCo determines that it ifemdible or appropriate to transfer in-kind theeds of a particular investment fund from the
PepsiCo Savings Plan to the TRICON Savings Plam the value of the assets, as of the close ohéssion the Distribution Date (plus
earnings attributable to such amount from the ibistion Date to the date the assets are actualhsferred) shall be transferred in cash to the
TRICON Savings Plan and TRICON shall invest sug@hda its plan and trust in the same manner anggetion as it was invested in the
PepsiCo Savings Plan or otherwise at the directff@ach affected participant.

4.2 ESOP

At PepsiCo's election and as soon as reasonaldjigable after the Distribution Date with respeacitansferred Individuals and Transition
Individuals, after transfer to TRICON, the accounttsll Transferred Individuals and Transition iduals (described in Section 1.1(ddd)(2)
or (3)) shall either be (i) retained under the RépEmployee Stock Ownership Plan and such indadgighall not be considered to have
terminated service for any purposes under the Blafii) shall be transferred to the TRICON Savifian and invested in the PepsiCo or
TRICON stock funds, as applicable, under the TRIC&Nings Plan or, if such is not possible, in suctd or funds as otherwise determined
by TRICON or, at TRICON's election, as directeddagh such Transferred Individual or Transition Widlial, respectively. If the accounts of
Transferred Individuals and Transition Individuate retained under the PepsiCo Employee Stock GivipePlan, TRICON will undertake
inform PepsiCo of any change in employment statueng relevant information about TRICON employed®wave balances in the PepsiCo
Employee Stock Ownership Ple



ARTICLE
5
HEALTH AND WELFARE PLANS
5.1 ASSUMPTION OF HEALTH AND WELFARE PLAN LIABILITES

Immediately after the Distribution Date, all Liab#és for or relating to Transferred Individualsdan the PepsiCo Health and Welfare Plans,
PepsiCo Restaurant Health and Welfare Plans or DRIElealth and Welfare Plans shall cease to be litiakiof PepsiCo or the PepsiCo
Plans and shall be assumed by TRICON and the TRIE@&ith and Welfare Plans. Thus, TRICON shall lspoesible for all Liabilities that
pertain to Transferred Individuals, including aported claims that are unpaid, all incurred buatraported claims as of the Close of the
Distribution Date, and all future claims that pertep Transferred Individuals under the PepsiColtheend Welfare Plans, PepsiCo Restat
Health and Welfare Plans and the TRICON Health\Wietfare Plans. TRICON shall be required to makajiments due or payable to
Transferred Individuals under the TRICON Health &velfare Plans for the period beginning Immediatdigr the Distribution Date,
including incurred but not reported claims. Alldtments which have been prertified for or are being provided to a Transfdrhedividual a:
of the Close of the Distribution Date shall congrto be provided without interruption under therappiate TRICON Health and Welfare
Plan and TRICON shall continue to be responsibiaficLiabilities relating to, arising out of, oesulting from such on-going treatments as of
the Close of the Distribution Date. Unless otheenspecifically set forth in writing, TRICON shalbhbe entitled to assets associated with
PepsiCo Health and Welfare Plan, PepsiCo Restabieaith and Welfare Plan, or TRICON Health and \WefPlan including, but not
limited to, premium stabilization reserves, conti@cplan surpluses, any other reserve, prior intenpany assessments or premiums, any
prior per-capita inter-company rate payments, reirsément for charges or premiums previously caléar any other payment or credit, of
any nature whatsoever, from PepsiCo, any trustcésea with any plan or program or from any thi@Hy vendor.

5.2 ESTABLISHMENT OF MIRROR LTD VEBA

On or before the Distribution Date, TRICON shatbddish, or cause to be established, the TRICON VHBA, for the purpose of funding
long-term disability benefits under the TRICON Hband Welfare Plans. Such trust shall constitutelantary employees' beneficiary
association under Code Sec.501(c)(9) which is exérmom the imposition of federal income tax undede Sec.501(a).

5.3 LTD VEBA ASSET TRANSFERS

This Section 5.3 shall govern the transfer of asffetm the PepsiCo LTD VEBA to the TRICON LTD VEBASs soon as practicable after the
Close of the Distribution Date, PepsiCo shall detee the aggregate present value, as of the Clabe ®istribution Date, of the future
benefit obligations of each PepsiCo Plan fundethkyPepsiCo LTD VEBA (separately with respect tari&ferred Individuals who are
eligible to receive benefits under the PepsiCo IMEBA as of the Close of the Distribution Date, awith respect to other individuals who
are not Transferred Individuals who are eligiblesach benefits). The future benefit obligationd i determined by the actuary appointed
by PepsiCo, for purposes of providing necessanyaaiel services for the PepsiCo LTD VEBA, in théddwing manner: the disabled life
reserve (exclusive of the incurred but not repot&E8INR") reserve) will be calculated as of the &oof the Distribution Date using
September 1, 1997 census information requestedtherthird-party administrator (Aetna). The reseiethe lives that will be transferred to
TRICON will be calculated separately. The actuaneasis for the disabled life reserve will be cadtet! using the following assumptions:
interest at 7% compounded annually; terminatiodisdbility based on rates of recovery and mortalgyeloped from the 1975 study of the
Society of Actuaries of experience under Group Ldlicies for durations of disablement of three gearless. For durations of disablement
in excess of three years, assumed terminationisased on a modification of the 1952 Disability Stulls soon as practicable after such
determination is made, there shall be transfeme the PepsiCo LTD VEBA to the TRICON LTD VEBA amount having a fair market
value on the date of transfer equal to the amaailcutated as [(A)/(B)] x (C), where "(A)" is thesdibled life reserve as of the Close of the
Distribution Date for the lives that will be trapsfed to TRICON using September 1, 1997 censusnr#tion; "(B)" is the disabled life
reserve for all lives under the PepsiCo LTD VEBAohshe Close of the Distribution Date using Sepieml, 1997 census information; and
"(C)" is the market value of the PepsiCo LTD VEB#sats on the date of transfer. PepsiCo shall dinedrustee of the PepsiCo LTD VEBA
to transfer cash to the trustee of the TRICON LTBBA in the amount determined above and TRICON gtiedict the trustee of the
TRICON LTD VEBA to accept such cash transfer.

5.4 CONTRIBUTIONS TO, INVESTMENTS OF, AND DISTRIBUDNS FROM VEBAS

Before the Close of the Distribution Date, PepséBall have sole authority to direct the trustethefPepsiCo LTD VEBA, and any other
VEBA sponsored by PepsiCo, as to the timing andrmaaof any contributions, if any, to the PepsiCALVYEBA, and any other VEBA
sponsored by PepsiCo, the investment of any tes#ta, and the distributions and/or transfersust tssets to PepsiCo, TRICON, any
Participating Company in the trusts, any payingnégany successor trustee, or any other Person.

5.5 VENDOR CONTRACTS
(a) ASO Contracts, Group Insurance Policies, HM@e&ments and Letters of Understanding

(1) Before the Distribution Date, PepsiCo shalliténsole discretion, take such steps as are remgegsder each ASO Contract, Grc



Insurance Policy, HMO Agreement and letters of usidading and arrangements in existence as ofateeal this Agreement to permit
TRICON to participate in the terms and conditiohsuch ASO Contract, Group Insurance Policy, HMO&&gment or letters of
understanding and arrangements from Immediatedy #ie Distribution Date through December 31, 1¥3hsiCo, in its sole discretion, may
cause one or more of its ASO Contracts, Group brste Policies, HMO Agreements and letters of udeding and arrangements into
which PepsiCo enters after the date of this Agregnimit before the Close of the Distribution Dateallow TRICON to participate in the
terms and conditions thereof. Nothing containethis Section 5.5(a) shall preclude PepsiCo fromoshw to enter into ASO Contracts,
Group Insurance Policies, HMO Agreements or otbgtets of understandings and arrangements withanalifferent vendors.

(2) PepsiCo shall have the right to determine, stral promptly notify TRICON of, the manner in whi#RICON's participation in the terms
and conditions of ASO Contracts, Group Insurandeiges, HMO Agreements, letters of understanding arrangements as set forth above
shall be effectuated. The permissible ways in wHIBIRCON's participation may be effectuated incluol, are not limited to, automatically
making TRICON a party to the ASO Contracts, Graugurance Policies, HMO Agreement or letters of ustdading and arrangements or
obligating the third party to enter into a separa®0 Contract, Group Insurance Policy, or HMO Agneat or letters of understanding and
arrangements with TRICON providing (to the extersigticable and agreeable to such third party)Hersame terms and conditions as are
contained in the ASO Contracts, Group Insuranceigs] HMO Agreements and letters of understandimgjarrangements to which PepsiCo
is a party. Such terms and conditions shall inclindefinancial and termination provisions, perfonm@ standards, methodology, auditing
policies, quality measures, reporting requiremants target claims. TRICON hereby authorizes PepgGat on its behalf to extend to
TRICON the terms and conditions of the ASO CongaGtroup Insurance Policies, HMO Agreements andrietf understanding and
arrangements. TRICON shall fully cooperate with$¥€p in such efforts, and, for periods through Delser 31, 1998, TRICON shall not
perform any act, including discussing any alter@atirrangements with any third party, that woulejyutice PepsiCo's efforts.

(b) Effect of Change in Rates

PepsiCo and TRICON shall use their reasonabledffests to cause each of the insurance companig€)${ paid provider organizations and
third-party administrators providing services amaéfits under the PepsiCo Health and Welfare Rladshe TRICON Health and Welfare
Plans to maintain the premium and/or administratates based on the aggregate number of partisirmbioth the PepsiCo Health and
Welfare Plans, after the Close of the Distributidate, and the TRICON Health and Welfare Plans thindDecember 31, 1998, separately
rated or adjusted for the demographics, experiencther relevant factors related to the coveratigiants of PepsiCo and TRICON,
respectively. To the extent they are not succegsfslich efforts, PepsiCo and TRICON shall eachr trearevised premium or administrative
rates for health and welfare benefits attributablthe individuals covered by their respective Blan

(c) Management of the ASO Contracts, Group Inswealicies, HMO Agreements, Letters of Understagdind other Vendor Contracts

From September 1, 1997 through the Close of th&ibugion Date, TRICON shall be responsible, subjedhe direction and control of
PepsiCo, for the management of the existing cotuah@nd other arrangements pertaining to the aidtration of the PepsiCo Restaurant
Health and Welfare Plans. Immediately after theribistion Date, TRICON shall be responsible for theanagement and control of the ASO
contracts, Group Insurance Policies, HMO Agreemedetters of understanding, arrangements and e#redlor contracts and relationships to
the extent such contracts, policies and agreenagmily to the TRICON Health and Welfare Plans. Ntistanding the foregoing, nothing
contained in this Section 5.5(c) shall permit TRIKC® direct any insurance carrier, third-party vendr claims administrator with respect to
any contractual arrangement, policy or agreemenéainéng to or impacting any PepsiCo Health and féfel Plan.

5.6 PEPSICO SALARY CONTINUATION

PepsiCo shall be responsible for the administratioelaims incurred under the PepsiCo Salary Caoatiion Plan by Transferred Individuals,
and other employees and former employees of th€DRI Group before the Close of the Distribution Dat®vided, however, that effective
September 1, 1997 (unless PepsiCo directs othemvisgsole discretion), TRICON shall be respotesisubject to the direction and control
of PepsiCo, for administering or causing to be anilstered in accordance with its terms and appletdd, the TRICON Salary Continuation
Plan. Any determination made or settlements entietedoy PepsiCo with respect to such claims dhallinal and binding. PepsiCo shall
transfer to TRICON, effective Immediately after Bistribution Date, and TRICON shall assume resiility for (i) administering all claim
incurred by Transferred Individuals and other emeés and former employees of the TRICON Group leetfoe Close of the Distribution
Date that are administered by PepsiCo as of theeGdd the Distribution Date, and (ii) all Liabibt for Transferred Individuals as of the Cl
of the Distribution Date, in the same manner, asidgithe same methods and procedures, as Pep®@anudetermining and paying such
claims. As of the Close of the Distribution Dat&ITON shall have sole discretionary authority tckenany necessary determinations with
respect to such claims, including entering intdleetents with respect to such claims, and shadidbely responsible for any costs, liabilities
or related expenses of any nature whatsoever delateuch claims, payments or obligations.

5.7 POSTRETIREMENT HEALTH AND LIFE INSURANCE BENEFS

As soon as practicable after the Distribution DaR|CON shall determine all Transferred Individuadso are, to the best knowledge of
TRICON, eligible to receive retiree medical coveragd/or postretirement life insurance coverageutite PepsiCo Health and Welfare
Plans or PepsiCo Restaurant Health and WelfaresRlaiof the Close of the Distribution Date, andtyipe of retiree medical coverage and
level of life insurance coverage for which they aligible, as applicable. With respect to Transfdrindividuals receiving postretirement
health benefits or postretirement life insurancedfiégs under the PepsiCo Health and Welfare PlaiepsiCo Restaurant Health and Wel
Plans as of the Close of the Distribution Date, BN agrees to provide substantially the same pastnreent health and postretirement life
insurance benefits Immediately after the DistribntDate. To the extent a claim or cause of actgseded by or on behalf of any Transfer



Individual or any Liabilities arise at any time lfmling the Close of the Distribution Date in conti@c with such postretirement health or
postretirement life insurance benefits, TRICON Ebalsolely responsible for such Liabilities andlshold each member of the PepsiCo
Group and their respective directors, officers amgployees and the PepsiCo Plans harmless fordlllsabilities.

5.8 COBRA AND HIPAA

For periods prior to September 1, 1997, PepsiClh sbaesponsible for administering compliance vtk continuation coverage
requirements for "group health plans" under TitlefXhe Consolidated Omnibus Budget Reconciliafdahof 1985, as amended, and the
portability requirements under the Health InsuraRogability and Accountability Act of 1996 withggect to Transferred Individuals and
other employees and former employees of the TRI@DduUp and beneficiaries and dependents thereofren@RICON Group shall be
responsible for filing all necessary employee cleamgtices with respect to these persons in accoedaith applicable PepsiCo policies and
procedures. Effective September 1, 1997 and theredRICON shall be solely responsible for admnterisig compliance with such health
care continuation coverage and portability requéets with respect to these persons.

5.9 LEAVE OF ABSENCE PROGRAMS

TRICON shall be responsible for the administratimd compliance of all leaves of absences and tefategrams (including compliance with
the Family and Medical Leave Act) affecting Tramsdd Individuals for the period Immediately afteetClosing Date.

5.10 PEPSICO WORKERS' COMPENSATION PROGRAM

Notwithstanding any other provision of this Agreerner the Separation Agreement, effective Immedtiiaéer the Distribution Date
TRICON shall assume all Liabilities for Transferdedividuals related to any and all workers' conrgaion matters under any law of any
state, territory, or possession of the U.S. oMtstrict of Columbia and TRICON shall be fully resysible for the administration of all such
claims. If TRICON is unable to assume any such ilitgtor the administration of any such claim besawf the operation of applicable state
law or for any other reason, TRICON shall fully @mdnify PepsiCo for all such Liabilities, includitize costs of any administration that
TRICON has not been able to assume.

5.11 PEPSICO PRIVATE LINE EMPLOYEE ASSISTANCE PRO&R

Effective Immediately after the Distribution DaeRICON shall be responsible for the TRICON Priviaiee Employee Assistance Program
which is the employee assistance plan componeiieof RICON Employees Health Care Program with resfpeTransferred Individuals.

5.12 POST-DISTRIBUTION TRANSITIONAL ARRANGEMENTS
(a) Continuance of Elections, Co-Payments and MarirBenefits

............... (1) TRICON shall cause the TRICONaHie and Welfare Plans to recognize and maintdicoalerage and contribution elections
made by Transferred Individuals under the Pepsi€st&urant Health and Welfare Plans in effect fergariod immediately prior to the
Distribution Date and shall apply such electiondernthe TRICON Health and Welfare Plans for theaiwher of the period or periods for
which such elections are by their terms applicable.

............... (2) TRICON shall cause the TRICONaHile and Welfare Plans to recognize and give cffeditA) all amounts applied to
deductibles, out-of-pocket maximums, and otheriapgple benefit coverage limits with respect to sagpenses which have been incurred by
Transferred Individuals under the PepsiCo Restautanlth and Welfare Plans (or other PepsiCo Pliotghe remainder of the benefit limit
year in which the Distribution occurs, and (B)ahefits paid to Transferred Individuals underRepsiCo Restaurant Health and Well
Plans, (or other PepsiCo Plans) during and pridhedoenefit limit year in which the Distributioceurs, for purposes of determining when
such persons have reached their lifetime maximunefits under the TRICON Health and Welfare Plans.

(3) Subject to Section 5.8, TRICON shall recograind cover under the TRICON Health and Welfare Pilareugh December 31, 1998 all
eligible populations covered by the PepsiCo Heaftth Welfare Plans (pertaining to Transferred Irdiiails) and the PepsiCo Restaurant
Health and Welfare Plans on the Close of the Digtibn Date (determined under the applicable Ptauthents), including term and
temporary employees and all categories of part-emeloyees (which are fully and partially eligilite employer contributions).

(4) TRICON shall (A) provide coverage to Transferfedividuals under the TRICON Health and WelfatanB without the need to underg
physical examination or otherwise provide evideoicisurability, and (B) recognize and maintainiakvocable assignments and elections
made by Transferred Individuals in connection wfithir life insurance coverage under the PepsiCddresnt Health and Welfare Plans and
any predecessor plans.

(b) Administration

(1) Coordination of Benefits for Spouses and Depeis



Effective as of the first January 1 or change mifg status (within the meaning of the Code andligpple regulations) that occurs
Immediately after the Distribution Date, TRICON Bltause the TRICON Health and Welfare Plans taniteeligible Transferred Individua
to cover their lawful spouses as dependents if fawful spouses are active or retired PepsiCo eyegs (but were not otherwise covered
dependent under the PepsiCo Restaurant Health aifdré/Plans or other PepsiCo Plans due to theurigus status as both employee and
dependent of a PepsiCo employee). As of the faistidry 1 or change in family status (within the mieg of the Code and applicable
regulations) that occurs Immediately after the fiistion Date, PepsiCo shall cause the PepsiCothaad Welfare Plans to permit eligible
PepsiCo Group employees to cover their lawful spsas dependents if such lawful spouses are awtinatired TRICON employees. All
benefits provided under any such plans to a lagfioluse dependent of the other company's emplofieéide coordinated pursuant to the
terms and conditions of the applicable PepsiCoTdRICON Plans.

(2) Health Care Financing Administration Data Match

Immediately after the Distribution Date, TRICON Blessume all Liabilities relating to, arising aiftor resulting from claims verified by
PepsiCo or TRICON under the Health Care Financidgistration data match reports that relate ton$farred Individuals. TRICON and
PepsiCo shall share all information necessary tidyealth Care Financing Administration data nrateports regarding Transferred
Individuals. TRICON shall not change any employaentification numbers assigned by PepsiCo withotifying PepsiCo of the change and
the new Employee Identification Number.

(c) Other Post-Distribution Transitional Rules
(1) PepsiCo Reimbursement Plans

To the extent any Transferred Individual contriloutte an account under the TRICON Health Care Reisdment Plan or PepsiCo Depent
Care Reimbursement Plan during the calendar yaaintbludes the Distribution Date, effective ashaf Close of the Distribution Date,
TRICON shall be solely responsible for the accdaatinces of Transferred Individuals for such cadengar under the TRICON Health Care
Reimbursement Plan or TRICON Dependent Care Reiselpuent Plan.

(2) Health and Welfare Plans Subrogation Recovery

If TRICON recovers any amounts through subrogatioatherwise for claims incurred by or reimburse@mployees and former employees
of the PepsiCo Group and their respective benefgsand dependents (other than Transferred Inagi®), TRICON shall pay such amounts
to PepsiCo.

5.13 APPLICATION OF ARTICLE 5 TO THE TRICON GROUP

Any reference in this Article 5 to "TRICON" shatidlude a reference to another member of the TRIGDdIp when and to the extent
TRICON has caused the other member of the TRICOOUBto (a) become a party to a vendor contractymimesurance contract, HMO
agreement, letter of understanding or arrangenssacéated with a TRICON Health and Welfare Plapp@zome a self-insured entity for the
purposes of one or more TRICON Health and Welfdaes$? (c) assume all or a portion of the Liabititar administrative responsibilities for
benefits which arose before the Close of the Mustion Date under a PepsiCo Restaurant Health agléhv® Plan and which were expressly
assumed by TRICON pursuant to this Agreement, ptafce any other action, extend any coverage, assuny other Liability or fulfill any
other responsibility that TRICON would otherwiserequired to take under the terms of this ArticleiBless it is clear from the context that
the particular reference is not intended to incladether member of the TRICON Group. In all sudtances in which a reference in this
Article 5 to "TRICON" includes a reference to armtmember of the TRICON Group, TRICON shall be oesible to PepsiCo for ensuring
that the other member of the TRICON Group comphigh the applicable terms of this Agreement andThensferred Individuals allocated
such member of the TRICON Group shall have the séghés and entitlements to benefits under theiapple TRICON Health and Welfare
Plans that the Transferred Individual would have ti&e or she had instead been allocated to TRIC



ARTICLE
6
EXECUTIVE PROGRAMS
6.1 ASSUMPTION OF OBLIGATIONS

Effective Immediately after the Distribution Datee TRICON Group shall assume and be solely rediplerfer all Liabilities to or relating to
Transferred Individuals under all PepsiCo ExecuBvegrams. TRICON shall be solely responsible fiosuech Liabilities notwithstanding a
failure by TRICON to complete its obligations undeis Article 6.

SHORT-TERM INCENTIVE PLANS

With respect to all Awards that would otherwisepagable under a Short-Term Incentive Plan to Teansél Individuals for the 1997
performance year, TRICON shall be responsible &enining (a) the extent to which establishedqrenince criteria have been met, anc
the payment level for each Transferred Individaalthe 1997 performance year, and TRICON shalldbel\sresponsible for paying all such
Awards. Nothing contained in this Section 6.2 skaltitle PepsiCo or TRICON to any contributions &y Short-Term Incentive Plan
payment made by the other under this Section.

6.3 LONG-TERM INCENTIVE PLAN AND STOCK OPTION INCENVE PLAN

PepsiCo and TRICON shall use their reasonabledffests to take all actions necessary or appropsatthat each outstanding Award gral
under any PepsiCo Long-Term Incentive Plan or RapSitock Option Incentive Plan held by any Transféindividual shall be converted,
as set forth in this Section 6.3, to an Award urtHerTRICON Long¥erm Incentive Plan or TRICON Stock Option InceatRlan, whicheve
is applicable, as provided below. References taRapand its affiliates under the PepsiCo Long-Taroentive Plan and the PepsiCo Stock
Option Incentive Plan shall be amended to ref@R&CON and its affiliates.

The treatment of outstanding Awards described beloall also apply to Transferred Individuals whe eompensated under a payroll which
is administered outside the 50 United Stateseititdries and possessions, and the District oti@dbiia; provided, however, if such treatment
is not legally permitted, or results in adversessmuence for PepsiCo or the Transferred Indivicagatietermined by PepsiCo in its sole
discretion, PepsiCo may determine in its sole dismn, a different treatment.

(a) Transferred Individuals Who Are Active Emploged TRICON
(1) Before 1996 Award Year Stock Options

Effective Immediately after the Distribution Dagach Award or grant consisting of an option basedrdncluded in an award year before
1996, regardless of the date granted, that isandgtg under the PepsiCo Stock Option Incentiva BtaPepsiCo Long-Term Incentive Plan
as of the Close of the Distribution Date for Tramsdd Individuals shall continue to be held as ptioa for PepsiCo Capital Stock. At
PepsiCo's election, such Award or grant shall eifheemain, and recordkeeping accounts shall batained, under the PepsiCo Stock
Option Incentive Plan or PepsiCo Long-Term Incenflan, whichever is applicable, after the DistifiuDate and, at PepsiCo's further
election, TRICON shall be fully responsible for ddistering and providing for the recordkeeping $ach PepsiCo options under the Pep:
Stock Option Incentive Plan or PepsiCo Long-Tergehtive Plan in a manner consistent with provisioinsuch plans, or (ii) be held and
treated, and recordkeeping accounts shall be niaéatdy TRICON, under the TRICON Stock Option Inibem Plan or TRICON Long-Term
Incentive Plan. As soon as practicable after tharbution Date, the number of options and the @serprice for such options which shall
continue to be held as options for PepsiCo Cafitatk shall be adjusted, as of the Close of th&ribigion Date, by a Conversion Formula.
The determination of which company shall be erdite any tax deduction and any other treatmenteelto any such tax deduction (federal
and state) with respect to the exercise of suclsiBepstock options shall be made in accordance aytiicable provisions of the Tax
Separation Agreement. TRICON shall be solely resitda for all recordkeeping, plan maintenance aidinistrative costs and fees
associated with such PepsiCo options.

(2) 1996 or Later Award Year Stock Options

Effective Immediately after the Distribution Da&ach Award or grant consisting of an option basedrdncluded in an award year of 1996,
regardless of the date of the grant, under thei@epdsong-Term Incentive Plan or PepsiCo Stock Qptitrcentive Plan that is outstanding as
of the Close of the Distribution Date for all suttansferred Individuals shall be converted to amiéor TRICON Common Stock under the
TRICON Long-Term Incentive Plan or TRICON Stock ©ptincentive Plan, whichever is applicable, andlldbe transferred to the
recordkeeper of the TRICON Long-Term Incentive RlaTRICON Stock Option Incentive Plan, as apprateri As soon as practicable after
the Distribution Date, the number of options arglelxercise price for such options converted tooogtfor TRICON Common Stock shall be
determined, as of the Close of the DistributionedD@t accordance with a Conversion Formula. Sudveded TRICON stock option grants
shall continue to vest and become exercisable uhéeFRICON Stock Option Incentive Plan or TRICObNg-Term Incentive Plan in
accordance with the terms of the original grantarrie PepsiCo Stock Option Incentive Plan or Rapsiong-Term Incentive Plan,
whichever is applicable. TRICON shall be the ohbligdth respect to such options. TRICON shall beelyotesponsible for all stock optic



grants and payments under the TRICON Stock Optioaritive Plan or TRICON Long-Term Incentive Plaithwespect to, but not limited
to, recordkeeping, administrative costs and felas, maintenance, option exercise and related liagdi.

(3) Performance Units
............... (i) 1994 Award Year

PepsiCo shall cause each Award under the Pepsi@g-Term Incentive Plan consisting of PepsiCo penfionce unit awards based on the
1994 award year that is (A) outstanding as of tles€of the Distribution Date, and (B) is held byransferred Individual who, as of the
Distribution Date, is an active employee of, oreave of absence from, the TRICON Group, to remaaimutstanding Award under the
PepsiCo Long-Term Incentive Plan under its origteains and conditions; provided, however, that(gnsferred Individuals shall not be
deemed to have terminated employment under tha@®eheng-Term Incentive Plan until such time asythave terminated employment
from TRICON, and (ii) PepsiCo ,in its sole discoeti shall determine the administration and relatedrkeeping with respect to Awards for
Transferred Individuals, including transfer of i@lated recordkeeping and administration to TRIC@btwithstanding the foregoing, for
purposes of determining whether any performancetargets have been attained for Awards from tt#li@8vard year, performance shall be
measured based on the consolidated performanoepsi®o and TRICON for the 1994 through 1997 perforce period. TRICON agrees to
furnish PepsiCo with such data and information ag ive necessary for PepsiCo to determine consetigagrformance results for the
applicable performance period and PepsiCo, inoits discretion, shall determine whether and to vexént performance criteria or targets
have been attained.

(i) 1996 Award Year

To the extent a Transferred Individual has an Awarder the PepsiCo Long-Term Incentive Plan cangisif PepsiCo performance units
from the 1996 award year or later that is (A) aansling as of the Close of the Distribution Date] é8) held by a Transferred Individual w!
as of the Distribution Date, is an active emplog&eor on leave of absence from, the TRICON GrdatRlCON agrees to assume such Award
under the TRICON Long-Term Incentive Plan, effeetimmediately after the Distribution Date. The nembf TRICON performance units
shall be adjusted as determined by PepsiCo imlésdiscretion. Each such Award assumed by TRICEB®I stherwise have the same terms
and conditions as were applicable to the correspgridlepsiCo Award as of the Close of the DistrimutDate, except that references to
PepsiCo and its affiliates shall be amended ta tef@ RICON and its affiliates. For purposes ofaigtining whether a performance unit
target has been attained for the 1996 award yehaay subsequent year Awards, TRICON shall be requd measure its performance
period based solely on TRICON's performance andiBepshall have no responsibility, financial orethise, to Transferred Individuals for
these 1996 or later Awards. To the extent any Avedigerformance units has been assumed by TRICOWslaares distributable by reaso
such Awards shall be in the form of TRICON Commadoc®. TRICON shall be solely responsible for altlsiLiabilities notwithstanding any
failure by TRICON to complete its obligations undeis Article 6.

(b) Transferred Individuals Who Are Not Active Erapées of TRICON

Each outstanding Award under the PepsiCo Long-Tlaoantive Plan and each grant under the PepsiGzk 8ption Incentive Plan that is
held by a Transferred Individual who, as of thegglof the Distribution Date, is not an active emgpbof, or on leave of absence from, the
TRICON Group shall remain outstanding Immediatdtgrathe Distribution Date in accordance with gsms as applicable as of the Close of
the Distribution Date, subject to such adjustmeastmay be applicable to outstanding Awards helmhiyiduals who remain active
employees of, or on leave of absence from, theiepSroup after the Distribution Date.

6.4 DEFERRAL PROGRAMS
(a) PepsiCo Executive Income Deferral Program

Immediately after the Distribution Date, the lidyilwith respect to the balance of any Transfetretividual in an account under the PepsiCo
Executive Income Deferral Program as of the Cldda@Distribution Date shall be transferred to TRICON Executive Income Deferral
Program. TRICON agrees to maintain and adminiseMRICON Executive Income Deferral Program (1asdo continue all elections by
Transferred Individuals under the PepsiCo Executiceme Deferral Program, and (2) in a mannerwhihensure that as of the Close of
Distribution Date, the investment choices will he same; provided , however, that TRICON may,drsdle discretion amend, modify or
terminate investment alternatives after the Distitn Date. Account balances invested in wholengrart in PepsiCo phantom shares as of
the Close of the Distribution Date, shall be cote@ito investments in phantom shares of PepsiCa&@ON in a manner consistent with
the treatment of employer securities in the Pep8i@vings Plan and the TRICON Savings Plan, asrdéted in PepsiCo's sole discretion.
After the Close of the Distribution Date, TRICONa#ithave the right to amend or modify such investhaptions.

(b) PepsiCo Performance Share Unit Deferral Program

Immediately after the Distribution Date, any obtigas or Liabilities with respect to the balanceaaly Transferred Individual in an account
under the PepsiCo Performance Share Unit DeferogrBm as of the Close of the Distribution Dateldbatransferred to and assumed by
TRICON Performance Share Unit Deferral Program.

TRICON agrees to maintain and continue all electioy Transferred Individuals under the PepsiCodPerince Share Unit Defert



Program, and to provide, as of the Close of théribigion Date, the same investment choices asigeohvby this Program.; provided,
however, that deferrals credited to the phantoroksitovestment account shall be converted to investmin phantom shares of PepsiCo and
TRICON in a manner consistent with the treatmerdgroployer securities in the PepsiCo Savings Planttaa TRICON Savings Plan, as
determined in PepsiCo's sole discretion. AfterGlase of the Distribution Date, TRICON shall hake tight to amend or modify such
investment options.

(c) PepsiCo Option Gains Deferral Program

Effective as of the Close of the Distribution Datay obligations or Liabilities with respect to thalance of any Transferred Individual under
the PepsiCo Option Gains Deferral Program shaltdesferred to and assumed by TRICON. TRICON agieesaintain and administer the
current deferrals under the PepsiCo Option Gairferite Program, as of the Close of the Distributiate, so as to maintain and continue all
elections by Transferred Individuals under the Rep®ption Gains Deferral Program; provided, howetleat Transferred Individuals shall
not be permitted to defer any gains by reasonegttercise of any option after the Close of theribigtion Date under the PepsiCo Long-
Term Incentive Plan and Transferred Individualdisiat be credited with any phantom PepsiCo stetdck units, or dividend equivalents
under the TRICON Option Gains Deferral Programdiwihg the Close of the Distribution Date.

6.5 RESTAURANT DEFERRED COMPENSATION PLAN

Effective Immediately after the Distribution DafeRICON shall have established the TRICON Restaupaférred Compensation Plan and
shall have assumed all Liabilities under the Resta#Deferred Compensation Plan. Effective Immedjafter the Distribution Date,
TRICON shall cause such TRICON Restaurant Defe@rathpensation Plan to have the same investmentngpdiod phase-out of investment
features as TRICON will apply to the TRICON Savifijan. PepsiCo shall not transfer any assets t&€DORI in connection with the
Restaurant Deferred Compensation Plan.

6.6 EXECUTIVE LOAN PROGRAM

Effective Immediately after the Distribution Da#RICON shall assume, accept the assignment ofparsiblely responsible for all loans
extended to Transferred Individuals under the Rap&ixecutive Loan Program. TRICON agrees to exesuth documents as may be
necessary to effect the assignment of any outsigridans and any related security for such loadsagmees to guarantee all such loan
repayments to the applicable lender and to holagiRepharmless for any amounts due and owing on kmaets with respect to Transferred
Individuals.

6.7 STOCK OPTION INCENTIVE PLAN RECORDKEEPING ACCOITS

PepsiCo and TRICON shall make their reasonabledfésts to provide accurate, timely informatiorthviespect to stock options granted
Transferred Individuals under the PepsiCo Stockdddnhcentive Plan and PepsiCo Lomigrm Incentive Plan and the TRICON Stock Op
Incentive Plan and TRICON Long-Term Incentive PMfhichever of PepsiCo or TRICON controls, and spansible for providing, the
information to a recordkeeper, may take such ac®is necessary to effectuate a correction okammneous or inaccurate information
provided to the recordkeepers of the TRICON Stopkidd Incentive Plan or the TRICON Long-Term IndeetPlan and the PepsiCo Stock
Option Incentive Plan or the PepsiCo Long-Term itive Plan, respectively. On or after the Clos¢hefDistribution Date, PepsiCo shall be
under no obligation to accept any data correctidah vespect to any TRICON employee's eligibility fiock option grants. TRICON agrees
that in the event that any stock option is incdfyear erroneously exercised under the PepsiCokSByation Incentive Plan or the PepsiCo
Long-Term Incentive Plan, due to the untimely @dcurate transmission of data to the recordkedpied?epsiCo Stock Option Incentive
Plan or the PepsiCo Long-Term Incentive Plan, TRNCGShall indemnify PepsiCo and hold PepsiCo andiiesctors, officers, employees and
the Plans harmless for any Liabilities arising assalt of such transaction, including reimburditepsiCo for amounts paid to any individual
by reason of the improper exercise of an option.

TRICON shall be responsible for the integrity ofatata or information that it provides to the retiaeper of the PepsiCo Stock Option
Incentive Plan or the PepsiCo Long-Term IncentilPTRICON agrees to provide to PepsiCo unlimdedess to records in its possession
which may be relevant to eligibility, vesting, egise or other aspects of the PepsiCo Stock Optioaritive Plan or the PepsiCo Long-Term
Incentive Plan with respect to any TransferredMittlial or Transition Individual.

TRICON shall provide or cause to be provided atlrsinformation as may be reasonably necessarygoiiredl by PepsiCo, in its sole
discretion, to prepare any financial returns, rdsar reports and shall provide such informatioradimely basis sufficiently far in advance
permit the orderly preparation and filing of suaiahcial returns, records and repo



ARTICLE

MISCELLANEOUS BENEFITS
7.1 SHAREPOWER PLAN
(a) Treatment of Outstanding Grants Under Pepsi@oelower Plan

Effective Immediately after the Distribution Datdl, outstanding vested stock option grants undePbpsiCo SharePower Plan as of the
Close of the Distribution Date of all Transferrediividuals shall continue to be held as optionsfepsiCo Capital Stock and, at PepsiCo's
election, shall either

(1) remain, and recordkeeping accounts shall bataiaed, under the PepsiCo SharePower Plan aédbidtribution Date and, at PepsiCo's
further election, TRICON shall be fully responsilide administering and providing for the recordkiegpfor such PepsiCo options under the
PepsiCo SharePower Plan in a manner consistenpwathsions of such plan, or (2) be held and treaéd recordkeeping accounts shall be
maintained, under the TRICON SharePower Plan. As 88 practicable after the Distribution Date,ribienber of options and the exercise
price for such options which shall continue to letdtas options for PepsiCo Capital Stock shalldjasded, as of the Close of the Distribution
Date, by a Conversion Formula. The determinatiowldth company shall be entitled to any tax deducdnd any other treatment related to
any such tax deduction (federal and state) withaessto the exercise of such PepsiCo stock opsba#i be made in accordance with
applicable provisions of the Tax Separation Agresimigffective Immediately after the Distribution @aall outstanding nonvested stock
option grants under the PepsiCo SharePower Plahthe Close of the Distribution Date of all suatafisferred Individuals shall be conver
to options for TRICON Common Stock under the TRICSINarePower Plan and shall be transferred to tteedkeeper of the TRICON
SharePower Plan. The number of options and theciseegprice for such TRICON options shall be deteediin accordance with the
Conversion Formula. Such converted, transferredCTIN stock option grants shall continue to vest lacbme exercisable under the
TRICON SharePower Plan in accordance with the témneffect as of the date of the original grant emthe PepsiCo SharePower Plan.
TRICON shall be the obligor with respect to suckiaps. TRICON shall be solely responsible for alpacts of the stock option grants under
the TRICON SharePower Plan, including, but nottéaito, recordkeeping, administrative costs and,fpkan maintenance, option exercise
and related tax filings.

The foregoing shall apply to Transferred Individuaho are compensated under a payroll which is midtered outside the 50 United States,
its territories and possessions, and the Distfi@alumbia; provided, however, if such treatmentds legally permitted, or results in adverse
consequences for PepsiCo or the Transferred IndiVigs determined by PepsiCo in its sole disaneti@psiCo may determine in its sole
discretion, a different treatment.

(b) Recordkeeping Accounts

PepsiCo and TRICON shall make their reasonabledfésts to provide accurate, timely informatiorthviespect to stock options granted
Transferred Individuals under the PepsiCo ShareP&tem. Whichever of PepsiCo or TRICON controlg] @responsible for providing, the
information to a recordkeeper, may take such acm®is necessary to effectuate a correction ofamneous or inaccurate information
provided to the recordkeepers of the TRICON ShareP®@lan or the PepsiCo SharePower Plan, respbct®a or after the Close of the
Distribution Date, PepsiCo shall be under no olligeto accept any data correction with respeetrtp TRICON employee's eligibility for
stock option grants. TRICON agrees that in the etheat any stock option is incorrectly or errondguexercised under the PepsiCo
SharePower Plan, due to the untimely or inaccuratessmission of data to the recordkeeper, TRICOMNI #demnify PepsiCo and hold
PepsiCo and its directors, officers, employeesthad’lans harmless for any Liabilities arising assalt of such transaction, including
reimbursing PepsiCo for amounts paid to any indigldy reason of the improper exercise of an option

TRICON shall be responsible for the integrity ofatata or information that it provides to the rettageper. TRICON agrees to provide to
PepsiCo unlimited access to records in its possesghich may be relevant to eligibility, vestingeecise or other aspects of the PepsiCo
SharePower Plan with respect to any Transferreitheal or Transition Individual.

TRICON shall provide or cause to be provided atltsinformation as may be reasonably necessaryqoiired by PepsiCo, in its sole
discretion, to prepare any financial returns, rdsar reports and shall provide such informatioradimely basis sufficiently far in advance
permit the orderly preparation and filing of suaiahcial returns, records and reports.

7.2 STOCK PURCHASE PLAN
(a) Transfer of PepsiCo Capital Stock

With respect to all Transferred Individuals who &doeneficial ownership of PepsiCo Capital StocthmPepsiCo Stock Purchase Plan, as of
the Close of the Distribution Date, PepsiCo shadhte individual accounts under the PepsiCo DRiB,shall transfer such PepsiCo Capital
Stock to those accounts, as of the Close of theibusion Date or as soon as practicable thereafter

(b) Transfer of TRICON Common Sto



With respect to all Transferred Individuals who ta@e beneficial owners of TRICON Common Stock reegiunder the PepsiCo Stock
Purchase Plan, as a result of the Distribution, OB\ shall create individual accounts under the TBNCStock Purchase Plan for the purg
of receiving such TRICON Common Stock which shaltiansferred by PepsiCo, as of the Close of tis&ribution Date or as soon as

practicable thereafter.

With respect to all employees or former employdab® PepsiCo Group who become beneficial owne/BRICON Common Stock received
under the PepsiCo Stock Purchase Plan, as a oési# Distribution, TRICON shall create individuedcounts under the TRICON DRIP, for
the purpose of receiving such TRICON Common Stoblciwshall be transferred by PepsiCo, as of the€af the Distribution Date or as

soon as practicable thereaft



ARTICLE
8
TRANSITIONAL ARRANGEMENTS
8.1 TRANSITION INDIVIDUALS/RECOGNITION OF SERVICE

The parties intend that, for the duration of thangition Period, the respective Plans of Pepsi@ol&ICON shall mutually recognize
service, compensation, and other benefit determifantors (except as otherwise provided herein wagipect to stock options) with respect to
Transition Individuals as if the Transition Indivial's service recognized by either the PepsiCo Gorihe TRICON Group, respectively, |
been performed entirely for the Hiring CompanytHis regard, in determining a Transition Individeaervice under the Hiring Company's
Pension Plan, Pension Equalization Plan, Savirgs, BharePower Plan, Stock Purchase Plan, Healtlivaifare Plans, Executive Progral
vacation and payroll practices, and other PlaresHining Company shall grant full credit for an@ognition of the Transition Individual's
service as such may be recognized under the abemtaned plans and programs.

8.2 PENSION PLANS
(a) Assumption of Liabilities/Noncommencement oh&iens

Effective as of the date a Transition Individualransferred to a Hiring Company: (i) the Hiringr@eany's Pension Plan shall assume and be
solely responsible for all Liabilities to or relagi to the Transition Individual under the Prior G@any's Pension Plan; and (ii) no pension
benefits with respect to the Transition Individéraim a Prior Company's Pension Plan or Pension legtian Plan shall commence while he
or she is employed by the Hiring Company.

(b) Asset/Liability Allocations and Transfers

PepsiCo or TRICON, as applicable, shall arrangeatasfer assets and liabilities relating to thedfi¢iof each Transition Individual under the
Prior Company Pension Plan to the Hiring Companysia Plan. The liability related to each such Eion Individual shall be calculated
accordance with the same procedures and assumptisngbed in Section 3.3(b) effective as of thie dlae Transition Individual is
transferred to the Hiring Company. The transfeassfets relating to such liability shall occur asrsas practicable after the Transition Period
and a single net aggregate transfer shall takepfaaccordance with the procedures describedeiiafowing paragraph.

The amount of assets related to each Transitiowithehl shall be 100% of the benefit liability calated at the effective date of the transfer,
adjusted to reflect interest at a rate equal toytblel on the Northern Trust Collective Short-Temaestment Fund from the effective date of
the transfer to the date the assets are transféfhedamount of assets so calculated shall be ggtge for all Transition Individuals
transferring from PepsiCo to TRICON and for all As@ion Individuals transferring from TRICON to RB&po. The company with the greater
aggregate amount of assets shall substract the athgany's aggregate amount of assets, and stallge to transfer the net aggregate
amount so calculated from its plan and trust todther company's plan and trust.

8.3 SAVINGS PLAN

Upon a Transition Individual's transfer to a Hiri@@mpany (i) the Prior Company shall cause the @utsoof the Transition Individual under
the Prior Company's Savings Plan which are helthby related trusts to be transferred to the spwading Hiring Company's Savings Plan
and their related trusts as soon as practicalde gif¢ Transition Individual's date of transferg &ii) the Hiring Company shall cause the
transferred accounts to be accepted by its plashdrasts; and (iii) as soon as the assets reladinige Transition Individual's account have
been transferred, the Hiring Company's Savings shail assume and be solely responsible for abiliiees to or relating to the Transition
Individual under the corresponding Prior Compa®gsings Plan. Assets may be transferred from tloe EBompany Savings Plan to the
Hiring Company Savings Plan in cash or in kind @odhe extent practicable, the Transition Indidtisiaccounts shall be invested in
comparable investment options under the Hiring CamypSavings Plan as his or her accounts were iedestder the Prior Company Savit
Plan immediately before the transfer.

8.4 HEALTH AND WELFARE PLANS
(a) Continuance of Elections, Co-Payments, and Maxi Benefits.

Each of PepsiCo and TRICON shall cause the Healthvdgelfare Plans of itself and its affiliates teognize and maintain all coverage and
contribution elections made by Transition Indivituander the Health and Welfare Plans of the atberpany and its affiliates. Each Hiring
Company shall apply such elections under its Hemlth Welfare Plans for the remainder of the peoiopleriods for which the elections are
their terms originally applicable; provided, howetlgat Hiring Company shall cause the Hiring CompHiealth and Welfare Plans to permit
new coverage and contribution elections by Tramsithdividuals in the same manner as such electia@re permitted by PepsiCo for
transfers between its divisions before the DistidouDate.



PepsiCo Health and Welfare Plans and TRICON HeadthWelfare Plans shall recognize and give crediall amounts applied to
deductibles, out-of-pocket maximums, and otheriapgple benefit coverage limits with respect to ¢herent year.

(b) Reimbursement Plans

To the extent any Transition Individual contributedan account under a Prior Company's ReimburseRlan during a calendar year falling
within the Transition Period, the Prior Companylktransfer to the Hiring Company (a) the liabilfir such account balances for that
calendar year and (b) an equal amount of cashvercuch liability.

8.5 EXECUTIVE PROGRAMS
(a) Long-Term Incentive Plan and Stock Option Iriz@nPlan

Effective as of the date a Transition Individualremsferred to a Hiring Company, the Transitiodividual shall retain such stock options,
phantom shares, and performance units as wereegrantawarded and in effect as of the effective d@atransfer under the Prior Company
Plans. Service with the Prior Company and the lgi@@ompany shall be mutually recognized under eaafipany's LongFerm Incentive Pla
and Stock Option Incentive Plan.

(b) Restaurant Deferred Compensation Plan

To the extent the Transition Individual is a pap#mnt in the Restaurant Deferred Compensation Riaah s transferred from TRICON to
PepsiCo, TRICON shall retain all Liabilities withgard to such Transition Individual under the Rastat Deferred Compensation Plan.
TRICON will amend its plan to preclude distributiban account of termination of employment priottte Transition Individual's termination
of employment from PepsiCo or TRICON.

(c) Deferral Programs

Effective as of the date a Transition Individualremsferred to a Hiring Company, the Transitiodividual's account balance under the
Deferral Programs of the Prior Company shall reneaithe books and records of the Prior Company.Traasition Individual shall not be
entitled to a distribution from such Deferral Praxgs at the Prior Company by reason of the transfer.

8.6 SHAREPOWER PLANS

Effective as of the date a Transition Individualransferred to a Hiring Company, the Transitiodividual shall retain such stock options as
were granted or awarded and in effect as of thectife date of transfer under the Prior Company&Pawer Plan. Service with the Prior
Company and the Hiring Company shall be mutualkbpgmized under each company's SharePower Plans.

8.7 STOCK PURCHASE PLANS

As soon as practicable after a Transiton Individsidlansferred to a Hiring Company, the Prior Campshall determine whether the
Transition Individual has a beneficial interesaimy stock (PepsiCo Capital Stock or TRICON Commturtl§ as applicable) purchased under
the Prior Company Stock Purchase Plan. In the @han& Transition Individual has a beneficial et in any stock (PepsiCo Capital Stock
or TRICON Common Stock, as applicable) purchasetbuthe Prior Company Stock Purchase Plan, the Eompany shall transfer such
stock to an individual account established undeDRIP for the benefit of such Transition Indivitlua

8.8 SHORT-TERM INCENTIVE PLAN

To the extent a Transition Individual is hired ehired by a Hiring Company during the Transitiomi& the payment of any Award under
the PepsiCo Short-Term Incentive Plan or TRICONrgherm Incentive Plan or any comparable or otherritige or award program shall
paid for in its entirety by the entity (PepsiCoT®®ICON) on whose payroll the Transition Individueds employed on December 31, 1997
(for the 1997 performance year) or December 318189 the 1998 performance year) and shall bedasehe Transition Individual's peri
of employment with both the Hiring Company and Fhér Company during the performance year in qoastNeither PepsiCo nor TRICON
shall be entitled to any reimbursement from theptbr payments under this Secti



ARTICLE
9
GENERAL
9.1 PAYMENT OF AND ACCOUNTING TREATMENT FOR EXPENSEAND BALANCE SHEET AMOUNTS
(a) Expenses

All expenses (and the accounting treatment reldtekbto) through the Close of the Distribution Daggarding matters addressed herein shall
be handled and administered by PepsiCo and TRIGCA¢¢ordance with past PepsiCo accounting anddiabpractices and procedures
pertaining to such matters. To the extent expeasesnpaid as of the Close of the Distribution Dbt pertain to Transferred Individuals,
TRICON or any member of the TRICON Group, TRICONIlsbe solely responsible for such payment, withegiard to any accounting
treatment to be accorded such expense by PepsiTRIGON on their respective books and records. d¢eunting treatment to be accorded
all such expenses, whether such expenses arep&iedsiCo or TRICON, shall be determined by PepiGts sole discretion.

(b) Balance Sheet Amounts

TRICON shall assume any balance sheet liabilityafoy Liability assumed by it under this Agreemenbéthe Close of the Distribution Date
or thereafter, with respect to any Transferredvidial or Transition Individual. The determinatiohany balance sheet liability as of the
Close of the Distribution Date shall be determibgdPepsiCo in its sole discretion consistent wabt@ccounting practices, consistently
applied.

9.2 SHARING OF PARTICIPANT INFORMATION

PepsiCo and TRICON shall share, PepsiCo shall caarsie applicable member of the PepsiCo Group teeshad TRICON shall cause each
applicable member of the TRICON Group to shareh wich other and their respective agents and veifaithout obtaining releases) all
participant information necessary for the efficiant accurate administration of each of the PepBi@os and the TRICON Plans during the
Transition Period. PepsiCo and TRICON and theipeetive authorized agents shall, subject to apipléckaws on confidentiality, be given
reasonable and timely access to, and may makescofiall information relating to the subjects loistAgreement in the custody of the other
party, to the extent necessary for such administratintil the Close of the Distribution Date, plrticipant information shall be provided in
the manner and medium applicable to Participatiogn@anies in the PepsiCo Plans generally, and thiereatil December 31, 1998, all
participant information shall be provided in a manand medium that is compatible with the data @semg systems of PepsiCo as in effect
of the Close of the Distribution Date, unless otfise agreed to by PepsiCo and TRICON.

9.3 RESTRICTIONS ON EXTENSION OF OPTION EXERCISERBEDS, AMENDMENT OR MODIFICATION OF OPTION TERMS
AND CONDITIONS

TRICON agrees that, without the prior written cantsaf PepsiCo, neither TRICON nor any of its affiis shall take any action to extend the
exercise period of or to provide for additional tveg with respect to any PepsiCo options for Transfd or Transition Individuals, including,
but not limited to, providing such Transferred eaisition Individuals with leaves of absences @t termination or severance
arrangements. Neither TRICON nor any of its affd&amay in any way or for any purpose modify, atéenend or terminate any terms or
conditions with respect to any PepsiCo option.

9.4 NON-SOLICITATION OF EMPLOYEES

For a period of two years from the Close of thetfilistion Date, TRICON and its affiliates will nakithout the prior written consent of
PepsiCo, and PepsiCo and its affiliates will nathaut the prior written consent of TRICON, whetlagmectly or indirectly, solicit (in writing
or orally) for employment or other services, whethg an employee, officer, director, agent, coastilbr independent contractor, any person
who or which is at the time of such solicitationeanployee, agent, representative, officer or dineot the other party; provided, however,
that this covenant shall continue to apply in theecof Persons who have left the employ of eithetypvithin a thirty day period prior to
being solicited by the other party.

9.5 REPORTING AND DISCLOSURE AND COMMUNICATIONS TOARTICIPANTS

While TRICON is a Participating Company in the R€psPlans, TRICON shall take, and shall cause etloér applicable member of the
TRICON Group to take, all actions necessary or aypate to facilitate the distribution of all Pe@si Plan-related communications and
materials to employees, participants and benei@gaincluding summary plan descriptions and relstenmaries of material modification,
summary annual reports, investment informationspeatuses, notices and enroliment material foTfRECON Plans. TRICON shall assist,
and TRICON shall cause each other applicable mewfttbe TRICON Group to assist, PepsiCo in commgwiith all reporting and
disclosure requirements of ERISA, including thepgamation of Form 5500 annual reports for the Pep$tains, where applicabl



9.6 PLAN AUDITS
(a) Audit Rights with Respect to the AllocationTmansfer of Plan Assets

The allocation of Pension Plan assets and liadsliiursuant to

Section 3.2 and the transfer of assets from PepgEEBAs pursuant to Section 5.2, shall, at the @acdf TRICON, be audited on behalf of
both PepsiCo and TRICON by an actuarial and begefisulting firm mutually selected by the partiese scope of such audit shall be
limited to the accuracy of the data and the acguofithe computation and adherence to the methggddpecified in this Agreement and
except as set forth in the penultimate sententei®f

Section 9.6(a), such audit shall not be bindinghenparties. The actuarial and benefit consultimg Ehall provide its report to both PepsiCo
and TRICON. No other audit shall be conducted wépect to the transfer or allocation of Plan &saetl no issue of any nature whatsoever
may be raised by TRICON once the allocation has lediected. TRICON shall pay or shall be respomsibt the payment of the full costs of
such audit. To the extent such audit recommendsage to the value of assets allocated to a TRIG@N of less than 5%, the original
determination shall be binding on the parties drall :10t be subject to the dispute resolution pseqaovided under the Separation
Agreement. To the extent such audit recommends autiange of 5% or more, any unresolved disputedmat the parties as to whether and
how to make any change in response to such recodatien shall be subject to the dispute resolutiamt@ss provided under the Separation
Agreement.

(b) Audit Rights With Respect to Information Proedl

(1) Each of PepsiCo and TRICON, and their duly arfed representatives, shall have the right taloohaudits at any time upon reasonable
prior notice, at their own expense, with respecltinformation provided to it or to any Plan redkeeper or third party administrator by the
other party; provided, however, that PepsiCo oaitthorized representatives may, at TRICON's exparsduct audits at any time with
respect to any information related to PepsiCo ogtigranted to Transferred Individuals or Transitindividuals. The party conducting the
audit shall have the sole discretion to determtirregrocedures and guidelines for conducting aadlitsthe selection of audit representatives
under this Section 9.6(b); provided, that audithwespect to the allocation or transfer of Plasetsand liabilities shall be subject only to
Section 9.6(a). The auditing party shall have thbtrto make copies of any records at its expesiggject to the confidentiality provisions set
forth in the Separation Agreement, which are inocafed by reference herein. The party being auditadl provide the auditing party's
representatives with reasonable access during héwums@ness hours to its operations, computer syst@md paper and electronic files, and
provide workspace to its representatives. After amgit is completed, the party being audited dielle the right to review a draft of the audit
findings and to comment on those findings in watimithin five business days after receiving suciftdr

(2) The auditing party's audit rights under thist®m 9.6(b) shall include the right to audit, @rficipate in an audit facilitated by the party
being audited, of any Subsidiaries and affiliatethe party being audited and of any benefit prevédand third parties with whom the party
being audited has a relationship, or agents of pacty, to the extent any such persons are affdpent addressed in this Agreement
(collectively, the "Non-parties"). The party beiagdited shall, upon written request from the andifparty, provide an individual (at the
auditing party's expense) to supervise any audingfsuch benefit provider or third party. The &éindiparty shall be responsible for
supplying, at its expense, additional personndiceht to complete the audit in a reasonably tiyrmeknner.

(c) Audits Regarding Vendor Contracts

From Immediately after the Distribution Date thraugecember 31, 1998, PepsiCo and TRICON and thiyralithorized representatives
shall have the right to conduct joint audits wigspect to any vendor contracts that relate to thatiPepsiCo Health and Welfare Plans an
TRICON Health and Welfare Plans. The scope of sutits shall encompass the review of all corresponoéd, account records, claim forms,
canceled drafts (unless retained by the bank),igeowills, medical records submitted with clairbgling corrections, vendor's internal
corrections of previous errors and any other doeuser instruments relating to the services peréatiny the vendor under the applicable
vendor contracts. PepsiCo and TRICON shall agreth@performance standards, audit methodologytiagdiolicy and quality measures
and reporting requirements relating to the auddscdbed in this Section 9.6 and the manner in wbasts incurred in connection with such
audits will be shared.

9.7 BENEFICIARY DESIGNATIONS

All beneficiary designations made by Transferredividuals for PepsiCo Plans shall be transferreait be in full force and effect under the
corresponding TRICON Plans until such beneficiaagignations are replaced or revoked by the Tramsféndividual who made the
beneficiary designation. All beneficiary designaganade by Transition Individuals for Prior Compdigns shall be transferred to and be in
full force and effect under the corresponding Hjr@ompany Plans until such beneficiary designatareseplaced or revoked by the
Transition Individual who made the beneficiary desition.

9.8 REQUESTS FOR INTERNAL REVENUE SERVICE RULING®NA UNITED STATES DEPARTMENT OF LABOR OPINIONS
(a) Cooperation

TRICON shall cooperate fully with PepsiCo on arguis relating to the transactions contemplated isyAgreement for which PepsiCo elects
to seek a determination letter or private lettéingufrom the Internal Revenue Service or an adyigpinion from the United Stat:



Department of Labor. PepsiCo shall cooperate fulth TRICON with respect to any request for a deii@ation letter or private letter ruling
from the Internal Revenue Service or advisory apirfrom the United States Department of Labor wéttpect to any of the TRICON Plans
relating to the transactions contemplated by thgse&ment.

(b) Applications

PepsiCo and TRICON shall make such applicatiomedalatory agencies, including the Internal ReveBervice and the United States
Department of Labor, as may be necessary to etisarany transfers of assets from the PepsiCo LHBA to the TRICON LTD VEBA

will neither (i) result in any adverse tax, legalffiduciary consequences to PepsiCo and TRICONP#siCo LTD VEBA, the TRICON LT
VEBA, any participant therein or beneficiaries #wf; , any successor welfare benefit funds estaddivy or on behalf of TRICON, or the
trustees of such trusts, nor (ii) contravene aagugt, regulation or technical pronouncement issyyeany regulatory agency. Before the Cl
of the Distribution Date, TRICON shall preparefalims required to obtain favorable determinatidtels from the Internal Revenue Service
with respect to the tagxempt status of the TRICON LTD VEBA. TRICON ancpBi€o agree to cooperate with each other to fafily filing
and/or regulatory reporting obligations with redpecsuch transfers.

9.9 FIDUCIARY AND RELATED MATTERS

The Parties acknowledge that PepsiCo will not Bduiary with respect to the TRICON Plans and thetCON will not be a fiduciary with
respect to the PepsiCo Plans. TRICON also ackn@ekethat PepsiCo shall not be deemed to be intMnolaf this Agreement if it fails to
comply with any provisions hereof based upon itsdyfaith determination that to do so would violatey applicable fiduciary duties or
standards of conduct under ERISA or other appleetdl. Notwithstanding any other provision in thigreement, the Parties may take such
actions as necessary or appropriate to effecthateetms and provisions of this Agreement.

9.10 NON-TERMINATION OF EMPLOYMENT; NO THIRD-PARTBENEFICIARIES

No provision of this Agreement or the Separatiome®gnent shall be construed to create any rigtdgcoelerate entitlement, to a
compensation or benefit whatsoever on the parhgflaansferred Individual or other future, presemtformer employee of the PepsiCo
Group or the TRICON Group under any PepsiCo PlaiRICON Plan or otherwise. Without limiting the geality of the foregoing, except
as expressly provided in this Agreement: (i) neithe Distribution nor the termination of the Peipiating Company status of a member of
TRICON Group shall cause any employee to be de@mbadve incurred a termination of employment wheakitles such individual to the
commencement of benefits under any of the Pepsl@tsPany of the TRICON Plans, or any of the Indlindl Agreements; and (ii) nothing in
this Agreement other than those provisions spetdificet forth herein to the contrary shall preeddRRICON, at any time after the Close of
the Distribution Date, from amending, merging, nfigidig, terminating, eliminating, reducing, or othése altering in any respect any
TRICON Plan, any benefit under any Plan or anyttiasurance policy or funding vehicle related iy #RICON Plan.

9.11 COLLECTIVE BARGAINING

To the extent any provision of this Agreement iatcary to the provisions of any applicable colleetbargaining agreement to which Peps

or any affiliate of PepsiCo is a party, the terrhsuxh collective bargaining agreement shall pile&iould any provisions of this Agreement
be deemed to relate to a topic determined by aroappte authority to be a mandatory subject ofemtive bargaining, PepsiCo or TRICON
may be obligated to bargain with the union représgraffected employees concerning those subjbleiher party will agree to a

modification of any applicable collective bargaimiagreement without the consent of the other. éretient a force surplus affecting members
of a bargaining unit in both the PepsiCo Grouptfeone hand) and the TRICON Group (on the othedhdirectly results, due to the
provisions of such a collective bargaining agreetriaran employee involuntarily leaving the payrmafithe party not declaring the surplus,
then the party declaring the surplus shall beactst of any severance payable to such employee.

9.12 CONSENT OF THIRD PARTIES

If any provision of this Agreement is dependentlos consent of any third party (such as a vendarwrion) and such consent is withheld,
PepsiCo and TRICON shall use their reasonabledffests to implement the applicable provisionsha§tAgreement to the full extent
practicable. If any provision of this Agreement ganbe implemented due to the failure of such tpady to consent, PepsiCo and TRICON
shall negotiate in good faith to implement the jsmn in a mutually satisfactory manner. The phrasasonable best efforts” as used in this
Agreement shall not be construed to require therienice of any non-routine or unreasonable expenkability or the waiver of any right.

9.13 FOREIGN PLANS

As soon as practicable after the date of this Apeze, PepsiCo and TRICON shall enter into an ages¢megarding the treatment of Foreign
Plans consistent with the principles set forth ppandix C.

9.14 EFFECT IF DISTRIBUTION DOES NOT OCCUR

If the Distribution does not occur, then all acgand events that are, under this Agreement, takes or occur effective as of the Close of
the Distribution Date, Immediately after the Distriion Date, or otherwise in connection with thetbibution, shall not be taken or occur
except to the extent specifically agreed by TRIC&MN PepsiCc



9.15 RELATIONSHIP OF PARTIES

Nothing in this Agreement shall be deemed or comstiby the parties or any third party as creatiegrélationship of principal and age
partnership or joint venture between the partidseing understood and agreed that no provisiotagoed herein, and no act of the parties,
shall be deemed to create any relationship betweeparties other than the relationship set foetteim.

9.16 AFFILIATES

Each of PepsiCo and TRICON shall cause to be peddr and hereby guarantees the performance afctidins, agreements and obligations
set forth in this Agreement to be performed by meralof the PepsiCo Group or members of the TRICQbU, respectively, where
relevant.

9.17 ARBITRATION

Any controversy or claim arising out of or relatitagthis Agreement, or the breach hereof, shafidided by arbitration in accordance with
then prevailing Commercial Arbitration Rules of thmerican Arbitration Association (the "AAA") as&urules may be modified herein.

An award rendered in connection with an arbitraponsuant to this
Section shall be final and binding and judgmentrupaech an award may be entered and enforced in@ny of competent jurisdiction.

The forum for arbitration under this Section shelagreed upon by the Parties, or, failing suckergent, shall be New York, New York.

Arbitration shall be conducted by a single arbdratelected jointly by PepsiCo and TRICON. If witl80 days after a demand for arbitration
is made, PepsiCo and TRICON are unable to agreesimgle arbitrator, three arbitrators shall becaped. Within 30 days after such
inability to agree, PepsiCo and TRICON shall ealbcat one arbitrator and those two arbitratorsighah select a third arbitrator unaffiliated
with either Party. In connection with the selectafrthe third arbitrator, consideration shall beegio familiarity with employee benefit plans
and programs and related matters and experierdispate resolution between parties, as a judgeharwise. If the arbitrators selected by
PepsiCo and TRICON cannot agree on the third atbitiwithin such 30 day period, they shall disahgsqualifications of such third
arbitrator with the AAA prior to selection of suahbitrator, which selection shall be in accordawite the Commercial Arbitration Rules of
the AAA.

If an arbitrator cannot continue to serve, a susme® an arbitrator selected by PepsiCo or TRIC&\the case may be, also shall be selectec
by the same Party, and a successor to the nedbitbtor shall be selected as specified aboveuliréhearing will be held only if the neutral
arbitrator is unable to continue to serve or if thaining arbitrators unanimously agree that sugkhearing is appropriate.

The arbitrator or arbitrators shall be guided, fttbound, by the Federal Rules of Evidence anthéyrocedural rules, including discovery
provisions, of the Federal Rules of Civil Proceduéxry discovery shall be limited to information elitly relevant to the controversy or claim
in arbitration.

9.18 INDEMNIFICATION

Effective on the Distribution Date, TRICON agreesrtdemnify and hold harmless each member of tipsiEe Group and each of their
respective officers, directors, employees and agaemil the PepsiCo Plans from and against any alo$sés, Liabilities, claims, suits,
damages, costs and expenses (including withoutaliron, reasonable attorneys' fees and any arkpdnses reasonably incurred in
investigating, preparing or defending against a@yding or seriously threatened litigation or claarising out of or related in any manner to
Transferred Individuals and Transition Individudésscribed in

Section 1.1(ddd)(2) and (3). Similarly, effective thie Distribution Date, PepsiCo agrees to indeyranifd hold harmless each member of the
TRICON Group and each of their respective officdigctors, employees and agents and the TRICONsPtam and against any and all
losses, Liabilities, claims, suits, damages, castbexpenses (including, without, limitation reasuge attorneys' fees and any and all expe
reasonably incurred in investigating, preparingleiending against any pending or seriously threstditigation or claim) arising out of or
related in any manner to Transferred Individuald @ransition Individuals described in Section 1ddj{1) and (4).

If any action is brought or any claim is made agamParty or person in respect of which indemmigy be sought pursuant to this Section
9.18 (the "Indemnitee"), the Indemnitee shall, witten days after the receipt of information indiieg that an action or claim is likely, notify
in writing the Party from whom indemnification iswgght (the "Indemnitor”) of the institution of thetion or the making of the claim, and the
Indemnitor shall have the right, and at the reqoé#te Indemnitee, shall have the obligation,d4sume the defense of the action or claim,
including the employment of counsel. If the Indetanassumes the defense of the action or claiminiemnitor shall be entitled to settle the
action or claim on behalf of the Indemnitee withthe prior written consent of the Indemnitee unkssh settlement would, in addition to the
payment of money, materially affect the ongoingibess or employment of the Indemnitee.

The Indemnitee shall have the right to employ vt:m @ounsel, but the fees and expenses of that ebshall be the responsibility of the
Indemnitee unless (i) the employment of that cousisall have been authorized in writing by the imedtor in connection with the defense of
the action or claim; (ii) the Indemnitor shall i@ve employed counsel to have charge of the def#rmech action or claim; or (i) such
Indemnitee shall have reasonably concluded that tmay be defenses available to it which are diffefrom or additional to those availal



to the Indemnitor (in which case the Indemnitorlishat have the right to direct any different dederof the action or claim on behalf of the
Indemnitee). The Indemnitee shall, in any evenkedya fully informed of the defense of any suchacor claim. Except as expressly
provided above, in the event that the Indemnitaidistot previously have assumed the defense ottoraor claim, at such time as the
Indemnitor does assume the defense of the actiotaion, the Indemnitor shall not thereafter belkatio any Indemnitee for legal or other
expenses subsequently incurred by the Indemnites/@stigating, preparing or defending against sactfon or claim.

Anything in this Section 9.18 to the contrary ndhstanding, the Indemnitor shall not be liableday settlement of any claim or action
effected without its written consent; provided, fewer, that if after due notice the Indemnitor refiso defend a claim or action, the
Indemnitee shall have the right to defend and/titessuch action, and the Indemnitee shall notrdeelpded from making a claim against the
Indemnitor for reasonable expenses and liabiliéssilting from such defense and/or settlement @o@tance with this Section 9.18.

Notwithstanding the foregoing provisions of thicfen 9.18, there may be particular actions omataihich reasonably could result in b
Parties being liable to the other under the indéiration provisions of this Agreement. In such egethe Parties shall endeavor, acting
reasonably and in good faith, to agree upon a mrasfrmonducting the defense and settlement of thieraor claim with a view to minimizin
the legal expenses and associated costs that otlygrwvise be incurred by the Parties, such as,dyaf illustration only, agreeing to use the
same legal counsel.

The indemnification provisions of this Section 9stll not inure to the benefit of any third paBy. way of illustration only, an insurer who
would otherwise be obligated to pay any claim shatlbe relieved of the responsibility with respiagtreto, or, solely by virtue of the
indemnification provisions, hereof, have any subtam rights with respect thereto, it being expseasderstood and agreed that no insure
any other third party shall be entitled to a "wigdf(i.e., a benefit they would not be entitledréxeive in the absence of the indemnification
provisions) by virtue of these indemnification pigions.

9.19 NOTICES

Any notice, demand, claim, or other communicatiader this Agreement shall be in writing and shaleg in accordance with the provisions
for giving notice under the Separation Agreement.

9.20 INTERPRETATION

Words in the singular shall be held to includegheal and vice versa and words of one gender Slealield to include the other genders a:
context requires. The terms "hereof," "herein," d&mefewith" and words of similar import shall, usdeotherwise stated, be construed to refer
to this Agreement as a whole (including all Exhsliiereto) and not to any particular provision @€ thgreement. The word "including” and
words of similar import when used in this Agreemstmll mean "including, without limitation," unlef®e context otherwise requires or un
otherwise specified. The word "or" shall not belasive.

9.21 GOVERNING LAW/EXECUTION

This Agreement shall be governed by and constmedd¢ordance with the laws of the State of Northolliza, may not be assigned by either
Party without the written consent of the other, ahdll bind and inure to the benefit of the Partieseto and their respective successors and
permitted assignees. This Agreement may not be deteor supplemented except by an agreement imgsigned by PepsiCo and
TRICON. This Agreement may be executed in countéspaach of which shall be deemed an originalahaof which together shall
constitute one and the same instrument.

IN WITNESS WHEREOF, the parties have caused thiplayee Programs Agreement to be duly executed eealay and year first above
written.

PepsiCo, Inc.

By:
Name:
Title:
TRICON, Inc.
By:
Name:

Title:



APPENDIX A
PEPSICO EXECUTIVE PROGRAMS

PepsiCo, Inc. Executive Income Deferral Progransiap Inc. Performance Share Unit Deferral ProgPepsiCo, Inc. 1994 Executive
Incentive Compensation Plan PepsiCo, Inc. Optioim&Beferral Program Middle Management Incentivenpensation Plan PepsiCo Inc.
Executive Incentive Plan

PepsiCo, Inc. 1987 Long-Term Incentive Plan Pepsifm 1995 Stock Option Incentive Plan PepsiCo, 994 Long-Term Incentive Plan
Financial Planning (including tax planning and ratpreparation) Country Club Program

Split-Dollar Life Insurance

Executive Automobile Program

Executive Loan Program

Individual Agreements (including employment, sefiareand consulting agreements, special bonus geraents, leave of absence
agreements and commitments made in the contextyofr@rger, acquisition or similar activity) Restantr Deferred Compensation P!



APPENDIX B
HEALTH AND WELFARE PLANS
Part One: PepsiCo Restaurant Health and Welfare Plas

Health Plan:

Restaurant Employees Health Care Program (whidhdas medical, post-retirement medical, dentalsgription drug, mental
health/substance abuse, various HMOs and OSCeniligiaring, LensCrafters vision, health care reirsdment, and employee assistance
benefits).

Group Insurance Plan:
Restaurant Employees Group Insurance Program (vitébldes basic and optional life, accidental deatti dismemberment, and business
travel accident insurance benefits).

Disability Plans:
PepsiCo Long Term Disability Plan
PepsiCo Salary Continuation Plan (short-term digglglan) Salary Continuation Plan for Employeesiing in States other than California

Combination Plan (Health and Cafeteria):

Taco Bell Pre-Tax Elective Benefits Plan

Severance Plans:

Pizza Hut Severance Plan
KFC Severance Plan
Taco Bell Severance Plan

Miscellaneous Plans (ERISA):
PepsiCo Group Legal Services Plan
PepsiCo Vacation Plan for Hourly Crew Employees

Cafeteria Plans (non-ERISA):

Pizza Hut Benefits Plus

Pizza Hut Pre-Tax Crew Benefits Plan KFC Benefits P
PepsiCo One + Plus (KFC hourly plan) Taco Bell Besa®Ilus

Miscellaneous Plans (non-ERISA):
PepsiCo Dependent Care Reimbursement Plan
PepsiCo Educational Assistance Program
Part Two: TRICON Health and Welfare Plans

Health Plan:
TRICON Employees Health Care Program (which inctuaedical, postetirement medical, dental, prescription drug, raknealth/substan
abuse, various HMOs and OSCs, vision/hearing, Leaf€s vision, health care reimbursement, and eyeg assistance benefits).

Group Insurance Plan:
TRICON Employees Group Insurance Program (whicluthes basic and optional life, accidental deathdiscthemberment, and employee
assistance benefits).

Disability Plans:

TRICON Long Term Disability Pla



TRICON Salary Continuation Plan (Short-Term disaépiplan) TRICON Salary Continuation Plan for Emyées Working in States other
than California

Combination Plan (Health and Cafeteria):

Taco Bell Pre-Tax Elective Benefits Plan

Severance Plans:

Pizza Hut Severance Plan
KFC Severance Plan
Taco Bell Severance Plan

Miscellaneous Plans (ERISA):
TRICON Group Legal Services Plan
TRICON Vacation Plan for Hourly Crew Employees

Cafeteria Plan (non-ERISA):

Pizza Hut Benefits Plus

Pizza Hut Pre-Tax Crew Benefits Plan KFC BenefitsP
KFC One + Plus

Taco Bell Benefits Plan

Miscellaneous Plans (non-ERISA):
TRICON Dependent Care Reimbursement Plan

TRICON Educational Assistance Progr



APPENDIX C
FOREIGN PLANS

This Appendix C describes the principles under Wikoreign Plans shall be treated. For purposdsi®fppendix, outside the U.S. means
outside the 50 United States, its territories amgspssions, and the District of Columbia, and eygol@utside the U.S. means compensated
under a payroll which is administered outside ths.U

C.1 Plans Covering only Employees of PepsiCo or TRION

Effective as of the Close of the Distribution Datesuch later date as may be required by applidalleunion, or works council agreement,
any Foreign Plan that covers only individuals emptboutside the U.S. by the PepsiCo Group shatéeole responsibility of the PepsiCo
Group and no member of the TRICON Group shall leaweLiability with respect to such a Plan; and &ayeign Plan that covers only
individuals employed outside the U.S. by the TRICGMup shall be the sole responsibility of the TRNCGroup and no member of the
PepsiCo Group shall have any Liability with respgecsuch a Plan.

C.2 Plans Covering Employees of Both PepsiCo and TRON
(a) Termination of Participation

Effective as of the Close of the Distribution Dafdegally permitted, or as soon as possible tattee, TRICON and each other applicable
member of the TRICON Group shall cease to be adjmting Company in each Foreign Plan maintaingthle PepsiCo Group and PepsiCo
and each other applicable member of the PepsiCapsball cease to be a Participating Company ih Eaceign Plan maintained by the
TRICON Group.

(b) Mirror Plans

(1) Effective Immediately after the Distribution 2aTRICON shall adopt, or cause to be adoptecgiforPlans for the benefit of employees
of the TRICON Group employed outside the Unitede¥tavho are eligible to participate in PepsiCo kprélans and shall cause such
TRICON Foreign Plans to be substantially identinall Material Features to the corresponding Reépdgtoreign Plans as in effect on the
Distribution Date; provided, however, that TRICOMyrsatisfy this requirement by extending coveragsuch individuals under a Foreign
Plan of the TRICON Group which was in effect beftire Distribution Date.

(2) Effective Immediately after the Distribution aPepsiCo shall adopt, or cause to be adoptadskbr the benefit of employees of the
PepsiCo Group employed outside the United Statesam eligible to participate in Plans and shaliseasuch Plans to be substantially
identical in all Material Features to the corresfing TRICON Foreign Plans as in effect on the Ohsttion Date; provided, however, that
PepsiCo may satisfy this requirement by extendimgpatinuing coverage to such individuals undeepdfCo Foreign Plan of the PepsiCo
Group which was in effect before the Distributioat®.

(3) The continuation by PepsiCo or TRICON of sepmeamployment terms and conditions for employeesipusly covered by the other
entity's Plans shall not continue beyond the tiegally required.

(c) Transfer of Assets

As of the Close of the Distribution Date, Pepsi@d aRICON will use their reasonable best effortensure that, to the extent legally
permitted:

(i) Liabilities of the Foreign Plans of PepsiCoatatg to Transferred Individuals shall be assumethb appropriate Foreign Plans of
TRICON; and

(i) a portion of any assets of the Foreign PlaihBepsiCo shall be transferred to the appropriateign Plans of TRICON, and vice versa.

C.3 Severance Issues

If under applicable law, any Transferred Individeaiployed outside the U.S. is deemed to have iadwartermination of employment as a
result of the Distribution or any other transactoammtemplated by the Separation Agreement or thieément, which entitles such individual
to receive any payment or benefit under any ForBigm, governmental plan or arrangement or purdiseamy law or regulation, including
severance benefits, notwithstanding such individu@intinued employment by the TRICON Group, th&idON shall be liable for any su
payment or benefit and, notwithstanding any othievigion hereof, to the extent legally permitteppeopriate adjustments shall be made to
the treatment of such individual during such camtithemployment, including not giving such indivitloeedit for prior service and/or treati
such individual as having been newly hired immesljahfter such deemed termination, for purposedlafpplicable Foreign Plans. Liability
with respect to such payments shall be the respitihsof TRICON.

C.4 Legally Permitted



For purposes of this Appendix C, "legally permitteteans permitted under the laws of the country labhor union, works council, or
collective agreement without adverse consequerncesfisiCo, TRICON or Transferred Individuals, atedrined by PepsiCo, in its sole
discretion, including mandated waiting periods bef@hich working conditions (including benefitsheet be changed, and upon receiving
required agreement from individual employees anBlan trustees, foundation boards and membersamndther organizations having a
recognized right to determine or affect benefitd/anfunding of the Plan.

C.5 Multinational Pooling

PepsiCo and TRICON shall keep their existing mational pooling arrangements intact through Decear8lhe1997. If there is any dividend
payable from the consolidated pooling arrangemeiitsrespect to the 1997 pool accounting year, dhdtiend will be allocated between
PepsiCo and TRICON proportionately, based on timéritution to the overall surplus of the poolingeargements by the PepsiCo Group and
the TRICON Group, respectively. Alternatively, amst deficits incurred under any one (or all) coitadkd pooling arrangement(s) will be
apportioned back to the entity which incurred tkeéait proportionately based on each entities' Gbation to the net deficit.

Any potential additions (local insurance contrattshhe consolidated pooling arrangement during¢neainder of the 1997 international
accounting period will be mutually agreed upon hesgtw PepsiCo and TRICO



Exhibit 10.04
TRICON Global Restaurants, Inc.
June 25, 1997

Mr. Andrall E. Pearson
Clayton Dubilier & Rice, Inc.
375 Park Avenue, 18th Floor
New York, New York 1015:

Dear Andy:

This letter agreement (the "Agreement") confirmes tdrms and conditions of your employment as Chairand Chief Executive Officer of
TRICON Global Restaurants, Inc. ("TRICON"), a nedidymed North Carolina corporation and wholly owrsedbsidiary of PepsiCo, Inc.
("PepsiCo"). TRICON was formed to be the parent gany for PepsiCo's quick service restaurant buseessSubject to certain conditions, in
October 1997, PepsiCo intends to spin off TRICORépsiCo's shareholders (the "Spin-off").

1. Employment and Term. You are hereby employe@rasrman and Chief Executive Officer of TRICON #oterm of three years,
commencing July 1, 1997. Such term may, howevemabaified pursuant to Paragraph 5 hereof.

2. Duties. Prior to the Spin-off, you shall be msgible for assisting with and facilitating the &oiff, including, without limitation, matters
relating to TRICON's capital structure, staffingyéstor relations, public relations, benefits, cemgation and operating structure. You will
perform such duties consistent with the directind decisions of PepsiCo's Board of Directors amibsenanagement.

At and after the Spin-off, you shall have supeprisdf the policies, business and affairs of TRIC@Ng such other powers and duties as are
commonly incident to the offices of Chairman andeCExecutive Officer.

3. Compensation. As compensation for your serviegsunder, you shall be paid a salary of $900,@§ear, in equal bi-weekly
installments.

You shall also receive annual incentive compensati@amounts to be determined by the Compensatmnriittee (the "Committee") of the

TRICON Board of Directors based on performance ahbjes established by the Committee. The targedritice compensation for each year
of this Agreement is $900,000 and bonus awardsnarage from zero to 200% of such target. However bibnus for 1997 (payable in early
1998) shall be $450,000. In addition, you shalpbil, by year end 1997, a one-time bonus of $880,00

4. Long-Term Incentives. As soon as practicablerdfte Spin-off, the Committee shall grant to yptians to purchase 1,050,000 shares of
TRICON Common Stock, par value $.05 per share"@ptions"). Such grant shall be made pursuantdeparate option agreement (the
"Option Agreement"), the form of which is annexestdio as Exhibit A. Subject to the terms and camtt of the Option Agreement, 350,C
Options shall vest on each of July 1, 1998, Juli/9B9 and July 1, 2000, and, once vested, shakbecisable for a period of ten years from
the date of grant. The exercise price for all Qmishall be the mean of the closing prices for TRIGCommon Stock for the fifth through 1
twentieth trading day after the Spin-off.

5. Modification of Term. You agree that, in orderefffect an early succession plan, the Committeg r@duce the term of your employment
hereunder and, in connection therewith, have thereiion to vest all unvested Options granted nsto the Option Agreement, and pay
100% of the special retirement payment providedrfd®aragraph 6 hereof.

6. Special Retirement Payment. TRICON shall makpegial $1,000,000 retirement payment to you att@imelusion of your three-year
employment term hereunder or such shorter termagstra determined by the Committee pursuant to Paphdb. In the event of death or
total disability (as determined by the Committg@)y, your designated beneficiary or estate sha#ive a retirement payment which is in
proportion to your service during the term of tAgreement.

7. Benefits and Perquisites.
a. TRICON shall reimburse you for dues, initiatfees and capital or other special assessmentsaatrary club of your choice.
b. TRICON shall reimburse you for expenses, naxiteed $5,000 per year, for personal financialrpten

c. TRICON shall provide you with the use of an exe® automobile, and reimburse expenses relateddb automobile consistent with the
PepsiCo executive car program for its most seniecatives.

d. You may participate in any income deferral asmtgtterm savings (401(k)) plans, as well as anyicagddental, life insurance, disability
insurance or other benefit or welfare plans adopie@@RICON with respect to its fi-time employees



8. Death or Disability. In the event of your deattdisability (as determined by the Committee) additional amounts shall be due or payable
hereunder except as provided in Paragraph 6 aypauinOption Agreement, and except for payments um&CON's insurance programs.

9. Non-Competition. You agree that, while emplopgdlrRICON, and for a period of two years followitige end of such employment, you
shall not directly or indirectly participate or le®ny interest in, or own, manage, operate or ohrar otherwise engage, invest or participate
in any business that is competitive with the bussneonducted by TRICON or any of its subsidiarieaffiliates. The provisions of this
Paragraph 9 shall not apply to stock ownershippalalicly traded company which is not in exces8%f of that company's outstanding equity
securities.

10. Notices. All notices, requests, demands andrabmmunications hereunder shall be in writing simall be telecopied, delivered by
overnight delivery service or mailed to the intethdecipient at the address specified below, oueh ®ther address as either party may
hereafter designate to the other.

a. If to Mr. Pearson, to:
Mr. Andrall E. Pearson 41 Meadow Wood Drive GrearyiCT 06830
b. If to TRICON, to:

TRICON Global Restaurants, Inc. c/o PepsiCo, Inc.
700 Anderson Hill Road Purchase, New York 1057 2wtibn: Secretary

11. Entire Agreement. This Agreement containstelunderstandings and representations betweenngbliRICON concerning your
employment, and supersedes all agreements andstiznaidings, whether oral or written, between TRIC&M you with respect to such
matters.

12. Binding Agreement. This Agreement shall be tsigdipon and shall be for the benefit of TRICON,sticcessors and assigns, and you
and, in the event of your death, your estate allegpresentative. No rights or obligations untiés Agreement can be assigned or transferrec
by you without the express prior written consenTBICON.

13. Amendment; Waiver. No provision of this Agreeinmay be amended, modified, supplemented or waiméess such amendment,
modification, supplement or waiver is agreed taviiting, and signed by you and an authorized enmgéogf TRICON. TRICON is not
authorized to amend this Agreement in any materainer except as directed by the Committee.

14. Governing Law. This Agreement is deemed a eshimade under, and for all purposes to be govdrgeohd construed in accordance
with, the laws of the State of New York, withouteence to principles of conflicts of laws.

Please indicate your understanding and acceptdrnbesd\greement by signing as indicated below.
Very truly yours,
TRICON Global Restaurants, Inc.

By /s/Lawrence F. Dickie

Lawrence F. Dickie
Vice President & Secretary

AGREED TO AND ACCEPTED:

/s/ Andrall E. Pearson

Andrall E. Pearson



Exhibit 10.08
SALES AND DISTRIBUTION AGREEMENT

This Sales and Distribution Agreement dated ab@th day of May, 1997, by and among PFS ("PR8i"ynincorporated division of
PepsiCo, Inc., a North Carolina corporation, Pidzd, Inc., a Delaware corporation ("Pizza Hut")c@®dell Corp., a California corporation
("Taco Bell"), Kentucky Fried Chicken CorporatianDelaware corporation, and Kentucky Fried Chickk@alifornia, Inc., a Delaware
corporation (Kentucky Fried Chicken Corporation &mwhtucky Fried Chicken of California, Inc. are ébiger referred to herein as "KFCC");
(Pizza Hut, Taco Bell and KFCC are collectivelyereéd to herein as the "Customer").

WHEREAS, PFS is an approved distributor of all pretary and non-proprietary food, supplies, equipmsmallwares, uniforms, beverages,
promotional items and point of purchase materiald © Pizza Hut, Taco Bell and KFC company owned frianchised (including licensed)
restaurants; and

WHEREAS, the Customer desires to appoint PFS, &8ldesires to act, as the exclusive distributaeofain proprietary and non propriet:
food, supplies and smallwares (but not restaurquipenent, uniforms, beverages, promotional itemgaint of purchase materials) sold to
company owned Pizza Hut, Taco Bell and KFC restaaraf the Customer within the continental Unitedt&s, all on the terms and
conditions set forth herein;

NOW, THEREFORE, the parties hereto agree as folli
1. Appointment as Approved Distributor of all Compawned and Franchised Restaurants.

(a) The Customer hereby appoints PFS as an appdistitbutor during the term of this Agreement loé Restaurant Products (defined bel
sold to all Pizza Hut, Taco Bell and KFC restausanthether franchised or owned by the Customeisaubsidiaries or affiliates, in the
United States (including Hawaii and Alaska), Canadd the countries where PFS currently exportsaResint Products from its distribution
centers in the United States, which countriesiated in Exhibit A attached hereto (the "Export @wies"). PFS understands that the
appointment contained in this Section 1 is notesigke and that PFS shall only have the exclusistidution rights for the restaurants and
products described in Section 2 bel



(b) For purposes of this Agreement, the term "Resta Products" shall mean all of the proprietargt aon-proprietary food, equipment,
supplies, smallwares (pans, brooms, cutting kn#aki,and pepper shakers, etc.), uniforms, beveragemotional items (basketballs, pupr.
movies, etc.) and point of purchase materials étédnts, door hangers, etc.) currently or in thereuapproved by the respective Customer for
purchase by any Pizza Hut, Taco Bell or KFC compamged or franchised restaurants. For purpose&ofy; smallwares, as generally
known, are reusable items with small dollar valsiesh as the ones described above which are uskd aperation of the business and (i)
expensed under the Customer's current accountawjiges when they are for replacements and (iifal@ed under the Customer's current
accounting practice when they are purchased a®panmew restaurant opening or a major rollout oew Restaurant Product. In contrast,
equipment items are always capitalized under th&d@uer's current accounting practice (whetherm@smaor replacement item) and food and
suppliers are always expensed.

(c) All suppliers and specifications for all Pizdat, Taco Bell and KFC Restaurant Products puradhagePFS must be approved in advance
in writing by Pizza Hut, Taco Bell and KFCC, resipegly. PFS hereby acknowledges that it shall haweole in the process of approving ¢
supplier or the specifications for the RestaurantiBcts. PFS understands that Pizza Hut has simedclusive agreement with Leprino
Foods Company to buy 100% of the cheese used aagiy the Pizza Hut restaurants within the Un8tdes which are owned by Pizza Hut
and its subsidiaries. As a result, unless otheplgng are specifically approved in writing by Razdut, Leprino Foods Company will be the
sole designated supplier of such cheese purchasBiba Hut restaurants within the United Statesh lsompany owned and franchised. As
described in Section 7 below, the Customer's S8autcing division or other equivalent purchasingction ("Smart Sourcing") shall
negotiate the price and other purchase terms &edtaurant Products sold by PFS to the ExclusaestadRirants (defined below) and certain
franchised Pizza Hut, Taco Bell and KFC restaursiittsin the United States. PFS agrees that it st@lpurchase Restaurant Products under
agreements negotiated by Smart Sourcing for anypmess other than Pizza Hut, Taco Bell or KFC nastats without the prior written
approval of Smart Sourcing. Any breach of the pdewg sentence by PFS shall constitute a mater@dbr of this Agreement.

(d) As described in this Section 1, PFS is an agaalistributor for all Pizza Hut, Taco Bell and GFestaurants throughout the United
States, Canada and the Export Countries. All Sestid this Agreement after this

Section 1 shall, however, only describe the refetiip between the Customer and PFS with respegrtain Pizza Hut, Taco Bell and KFC
restaurants within the 48 contiguous States ofthiged States of America (the "Continental Unitddt&s"). To the extent that PFS sells
Restaurant Products to Pizza Hut, Taco Bell or K&Taurants outside of the Continental United Stdke Customer and PFS shall
separately agree on the terms of their relationfadrithese restaurants.

2. Appointment as Exclusive Distributor of Compabyned Restaurants.

(a) The Customer hereby appoints PFS as the exeldstributor during the term of this Agreementhu "Exclusive Restaurant

Products" (defined below) purchased by (i) the ®idut, Taco Bell and KFC restaurants (traditiomal aontraditional units) within the
Continental United States which are owned by thst@uer on the Closing Date (as defined in Sectibrléw) or any of its Subsidiaries
(defined below), except for Restaurants Under Didfin Contract (defined below) and the 53 Exclu#@tC Restaurants (defined below) or
(if) any additional Pizza Hut, Taco Bell or KFC tagrants (traditional and nontraditional) withire tBontinental United States which are
acquired or built by the Customer or its Subsi@isuduring the term of this Agreement (the "ExcladRestaurants"). The term "Restaurants
Under Definitive Contract” shall mean any Pizza Higco Bell or KFC restaurants owned by the Customieéch the Customer has agreed to
sell pursuant to a definitive agreement signechleyparties thereto prior to the Closing Date. Emt"Excluded KFC Restaurants” shall
mean the 53 KFC restaurants currently owned by WNMIORporation, a subsidiary of KFCC, or hereafteitttmr acquired by WMCR
Corporation in any of the four States where it ently operates, lllinois, Indiana, Michigan and @desin. During the term of this Agreeme
the Customer and its Subsidiaries shall purchamkP#&S agrees to sell, 100% of the Exclusive RemtéiProducts required by the Exclusive
Restaurants, except incidental purchases in emeyggtuations. The Customer agrees that duringeihme of this Agreement no supplier or
distributor other than PFS shall sell the ExcludRestaurant Products to the Exclusive Restaurpragjded, however, that if PFS for any
reason fails to deliver any Exclusive RestaurantiBcts on a scheduled delivery date which was edteithin the time required for ordering
as described in subsection 5(c) hereof, the ExauRiestaurant shall be permitted to purchase syclugive Restaurant Products from
another source or sources to meet its requirenfleatonly for such order and not for any futureess), and no such purchase shall be
construed as a breach of the Customer's obligatiprexjuire additional compensation to PFS. Tha téxclusive Restaurants shall include
types of nontraditional restaurants including kmstarts, delivery units and restaurants in hoselsools, airports and hospitals but it shall not
include any restaurants owned, acquired or buithleyCustomer which are not Pizza Hut, Taco BeKIB€ restaurants. To the extent the
Customer owns, acquires or builds other concepauesnts, they will only be considered Exclusivestaarants under this Agreement if the
Customer and PFS specifically agree in writingidude them under this Agreement.

(b) For purposes of this Agreement, the term "Esiolel Restaurant Products” shall mean all propsiedad nonproprietary food (except fre:
chicken and fresh produce), restaurant supplietu@ing, without limitation, all paper products)dasmallwares currently or in the future
approved by the respective Customer for purchasmiyExclusive Restaurant. Fresh chicken, fresdyre, equipment, uniforms, beverac
promotional items and point of purchase materiadd| 10t be within the definition of Exclusive Rastant Products. As a result, PFS shall be
an approved distributor as described in

Section 1 above (but not an exclusive distributdll such nonexclusive Restaurant Products whrehexcluded from the definition of
Excluded Restaurant Products. The above defindfdexclusive Restaurants Products may be changgdgnwritten agreement of the
Customer and PFS.

(c) For purposes of this Agreement, the term "Silibges" shall mean the companies, partnershipghar entities in which the Customer
owns at least a majority of the total equity ingtse For purposes of convenience only, the numesabsidiaries of the Customer who own
the Exclusive Restaurants are not signing this &gent. The Customer hereby unconditionally guaesntiee full performance of the
obligations of its Subsidiaries who own the ExohesRestaurants during the term of this Agreemedtthe fact that such Subsidiaries are



signing this Agreement shall not affect in any vtlag rights or obligations of the Customer or PF8aurthis Agreement.

(d) A list of the Exclusive Restaurants on the @lgDate will be provided by the Customer to PFStanClosing Date, which list will be the
initial list of the Exclusive Restaurants. If dugithe term of this Agreement the Customer or anysdbubsidiaries acquires or builds any
additional Pizza Hut, Taco Bell or KFC restaurattie, Customer shall so notify PFS and such additicestaurants shall be added to the list
of Exclusive Restaurants and become subject ttetings of this Agreement for the remaining periodhis Agreement. If the Customer or :
of its Subsidiaries sell, or enters into a defugitagreement to sell, any Pizza Hut or Taco Betllsive Restaurants during the term of this
Agreement, and the buyer of such Exclusive Restasiia or becomes a Pizza Hut or Taco Bell frarsghias the case may be, the buyer of
such Exclusive Restaurants shall be required prisuch sale to enter into a Sales and Distributigreement with PFS with respect to such
purchased Exclusive Restaurants on substantialgadime terms and conditions as this Agreement antr$o which PFS will continue to be
the exclusive distributor of the Exclusive Restatigroducts for such newly franchised Exclusivet®asmnts for a term equal to the
remaining term of this Agreement. As a result, BR&II continue to be the exclusive distributorhe Exclusive Restaurant Products during
the remaining period of the five year term of thggeement for any Exclusive Restaurant sold byGhstomer or its Subsidiaries as a
franchised Pizza Hut or Taco Bell restaurant. Gnaeh buyer enters into such a Sales and Distribtgreement with PFS with respect to
such purchased Exclusive Restaurants, the Custsimaérhave no further obligations under this Agreatrwith respect to such purchased
Exclusive Restaurants and the Customer shall rexagtiee in any way the payment or other obligatadrsich buyer to PFS. If the buyer of
such Exclusive Restaurant already owns other fiaadhPizza Hut or Taco Bell restaurants, such asaurants owned by such buyer shall
not be required to become Exclusive Restauranfgsiuio the terms of this Agreement. The requirentiesit refranchised Pizza Hut and Taco
Bell Exclusive Restaurants must continue to be lisiee Restaurants under this Agreement shall nayyap KFC Exclusive Restaurants sold
by the Customer or its Subsidiaries during the tefithis Agreement. If a KFC Exclusive Restaurargald by the Customer or its
Subsidiaries during the term of this Agreement lb@cbmes a franchised KFC restaurant, the ternfisoAgreement shall not apply to said
KFC restaurant which will be removed from the 66Exclusive Restaurants.

3. Prices For Exclusive Restaurant Products

(a) The prices to be paid by the Exclusive Restaarir the Exclusive Restaurant Products purchfreed PFS during the term of this
Agreement shall be equal to (x) the "Landed Ca$tfiGed below) of the Exclusive Restaurant Prodphts an average mark up described in
Exhibit B above as a percentage of the Landed @faat Exclusive Restaurant Products plus (y) thsts of Smart Sourcing allocated to the
Exclusive Restaurant Products and charged to PE8s&sibed in Section 7 below. As described in Bittd, the mark up will be different fc
the different restaurant chains, Pizza Hut, Taclh & KFC.

(b) The term "Landed Cost" shall mean the F.O.Repto purchase the Exclusive Restaurant Prodtms the vendor, net of all related
allowances, discounts, rebates, or other paymédrmtsyokind from the vendor to PFS or the Customdri¢h will be fully passed through),
plus the actual inbound freight costs to ship thellisive Restaurant Products to the distributiontees of PFS. Landed Costs shall include
costs incurred by PFS in transferring the Exclugtestaurant Products between distribution centagsibthese transfers are for cross
docking or break bulk purposes, where the shiprfrent the vendor to the final distribution centeplanned to go through other distribution
centers of PFS. Any costs incurred by PFS in teanisfy the Exclusive Restaurant Products betweedistribution centers as a result of out
of stocks (or equivalent circumstances), howevsll $1ot be considered Landed Cost but instead Badlorne by PFS. All cash or early pay
discounts which are received by PFS (whether nagatiby Smart Sourcing or PFS) for paying the vendbthe Exclusive Restaurant
Products before the payment due date negotiat&ihtart Sourcing will not reduce or otherwise bedead into the calculation of the Landed
Costs. As described in Section 7 below, the inbdugidht costs to ship the Exclusive RestaurantiBets to PFS's distribution centers will
managed by PFS unless Smart Sourcing decides asigeand all of PFS's costs of such inbound freightbe subject to review by Smart
Sourcing.

(c) The parties will agree on the specific methbdilling the Exclusive Restaurants (e.qg., elecirdsilling, faxed invoice or other format) a
whenever possible electronic billing will be us&tie parties understand that at the time it segrites lists PFS will only be able to
approximate the Landed Costs of the Exclusive Reata Products sold to each of the respective RizzaTaco Bell and KFC Exclusive
Restaurants. PFS agrees to make a good faith éstohauch Landed Costs at the time it sets itedists and to make appropriate
adjustments to subsequent invoices to make upfpireccuracies in the estimates. In additionhatlieginning of each month during the
term of this Agreement PFS and the Customer stiallly review PFS's records relating to the Lan@edts of all Exclusive Restaurants
Products sold to each of the respective PizzaFadp Bell and KFC Exclusive Restaurants duringptier month and shall agree on the
appropriate adjustments to the subsequent invéiceske up for any inaccuracies in the estimatesmRime to time during the term of this
Agreement, the Customer shall have the right teerewall financial and business records of PFS whiehreasonably requested by the
Customer to determine the Landed Costs of the Bk@WRestaurant Products sold to the Exclusivedresits. Within 90 days after the end
of each calendar year, PFS shall provide to thedbuer a calculation by a major independent intéonat public accounting firm, agreed
upon by PFS and the Customer, of the Landed Cési$ Bxclusive Restaurant Products sold to eacthefrespective Pizza Hut, Taco Bell
and KFC Exclusive Restaurants during that calegdar (which shall be during the stub period from @losing Date to December 31, 1997
for the 1997 calendar year). Within 30 days aféeeipt by the Customer of such calculation of thaded Costs, PFS or the Customer, as the
case may be, shall make an adjusting payment totttee party to reflect the difference betweenahmunts actually charged to the Custo
for the Exclusive Restaurant Products and the atsaunich should have been charged based on suidedesalculation of the Landed Cos
PFS shall make available to the independent actmufitm all financial records necessary to makehscalculation. The costs of the
independent accounting firm shall be shared eqimgiithe Customer and PFS (50% by each).

(d) The prices described in paragraphs (a), (b)(@ndbove shall apply only to the Exclusive RestatiProducts. For all Restaurant Products
which are not included within the definition of Husive Restaurant Products (e.g., fresh chickeshfiproduce, equipment, uniforms,
beverages, promotional items and point of purcinaaserials), the prices will be negotiated from titne¢ime by PFS and the Custom



(e) Notwithstanding the foregoing, the parties egreat the prices of the Restaurant Products wdnielfood, paper products and similar
restaurant supplies purchased by all Pizza Huaueshts within the Continental United States (lRitza Hut Exclusive Restaurants and F
Hut franchised restaurants) will continue during term of this Agreement to be subject to the 2n&¥gpre-tax profit margin limit set forth in
clause D (ii) of Section 8.3 of the standard Pidza Franchise Agreement, a copy of which is attddiereto as Exhibit C. PFS agrees to
maintain during the term of this Agreement the telpgogram for this 2.5% net pre-tax profit mariyinit for Pizza Hut restaurants in the
same manner as the program has been administettel frast, including maintaining the current bésisallocating costs (including, without
limitation, the current method of charging a hymtital interest cost) and providing to Pizza Hul &@s Pizza Hut franchisees the audit of all
allocated costs and the rebate payments providadhfter Section 8.3 of the standard Pizza Hut HriaecAgreement.

4. Payment Terms for the Restaurant Products

(a) The Customer shall pay to PFS the purchase foiche Restaurant Products delivered to andpaedey the Customer within 30 calen
days after the date of invoice (which invoice Wi the same day as delivery). Notwithstanding ¢ihegoing, if any Exclusive Restaurant
which is not owned by the Customer does not palivthe required payment terms, such Exclusive ®eant may be placed by PFS on a
cash-on-delivery (C.0.D.) basis or required to mesecurity or collateral for amounts owed to PE&yment to PFS shall be made (i) in the
case of the Exclusive Restaurants owned by theoBiest by wire transfer of funds and (ii) in the ea$ the Exclusive Restaurants which are
not owned by the Customer, upon receipt on theddte by PFS of a check in PFS's lock box or by traesfer of funds. No interest shall be
charged to the Customer with respect to paymentieroa or before the due date. Early pay discoifrasy, will be negotiated by the
Customer and PFS from time to time during the tefithis Agreement.

(b) If any amounts due to PFS are not paid in atamre with the payment terms when due as desdnb&esection 4(a) above, a service
charge shall be added to the sums due, which clstakebe equal to the lesser of (i) an intereargh determined by applying to the
delinquent balance an interest rate equal to timeeprate of interest of Citibank N.A. (as publisiezm time to time) plus 2% per annum or
(i) the amount determined by applying the maxinmate permitted to be charged under applicable &ate

(c) If PFS decides to extend credit to any Exclegtestaurant which is not owned by the Customeh stedit extension shall be subject to
the condition that such franchised Exclusive Rastats provides (i) evidence of continued finanaiaility to pay its debts and (ii) adequate
security or collateral as requested by PFS.

5. Deliveries and Orders of the Restaurant Procexthiding Equipment

(a) The provisions of this Section 5 describe tleemanics and procedures for ordering and delivaaihof the Restaurant Products
distributed and sold by PFS to the Exclusive Reatats except for the new and replacement equiparahfurnishings which PFS sells to the
Exclusive Restaurants through its equipment busiaad certain smallware items which are not detidehrough the PFS distribution centers
(the "Non Fleet Smallwares"). The Restaurant Prisjexcluding equipment and furnishings and the Nieet Smallwares, is hereinafter
referred to as the "F & S Restaurant Products”. Spfeeific mechanics and procedures for orderingdatisiering of equipment, furnishings
and the Non Fleet Smallwares is not describedinAgreement and will be subject to the agreeméRtHS and the Exclusive Restaurants
from time to time.

(b) Deliveries of the F & S Restaurant Productdldleamade twice a week to the Exclusive Restagrdfithe Customer desires to have more
than two deliveries per week for any particular lgsive Restaurants, the Customer will be requicepay an additional charge to PFS in an
amount to be negotiated and agreed upon by PFghartiustomer. PFS will offer to the Customer aalist off the purchase price of the F

S Restaurant Products (in an amount determined=8y P an Exclusive Restaurant agrees to reduceuhgoer of its scheduled deliveries to
less than two deliveries per week. Notwithstandirgforegoing, the Exclusive Restaurants whichently receive three deliveries per week
shall continue to receive three deliveries per weithout additional charge. PFS may deliver theeoed F & S Restaurant Products to the
Exclusive Restaurant at any time during which thellisive Restaurant is open for business excephiblack out periods described in
Exhibit D attached hereto, or such other blackpmutods which are agreed upon by PFS and the Exel&Restaurants. Before the beginning
of each such black out period PFS's drivers musipdete their deliveries and be out of the Exclustestaurant and failure to do so will not
be considered as an on time delivery. PFS agrestartiodeliveries within one hour (before or affrjhe expected delivery time that PFS
notifies an Exclusive Restaurant. As examplesf {)e expected delivery time is 9:00am and PF8iedstarts the delivery between 8:00am
and 10:00am, the delivery will be on time but ifithe expected delivery time is 11:00am for a T&all restaurant and PFS's driver starts the
delivery at 11:00am but does not complete the dgliby 11:30am, the delivery will not be on tim&3Pwill notify the Exclusive Restaurants
of the expected delivery time no later than the pl@ceding the date of delivery. If the deliveryigat be started within such two hour period
(one hour before and one hour after the schedwdidedy time), PFS will notify the Exclusive Restant in advance but the delivery will still
be made the same day. PFS will be allowed to detheeF & S Restaurant Products when the ExcluRiestaurant is closed (so called "key"
deliveries) only with the prior written approval af officer of the Customer (or other appropriatesl employee of the Exclusive Restaurants
as designated by the Customer). If PFS's driverafétan alarm at a key delivery (other than beedhe Exclusive Restaurant did not provide
the correct alarm code) and there are chargesragtioy the Exclusive Restaurant as a result of alarimn, PFS will reimburse the Exclusive
Restaurant for such charges. Delivery days andstimik be scheduled so as to cause as little inpion to the operation of the Exclusive
Restaurants as is practical under the circumstances

(c) Orders by the Customer for the F & S RestauPaatiucts must be made to PFS no later than 5:@0ptine day which is two days prior to
the scheduled delivery date; provided, howevet, filveExclusive Restaurants which are not closa tlistribution center of PFS (not within
one day normal driving time from PFS's distributaanter), PFS may require that these orders be mabser than 5:00pm on the day which
is three days prior to the scheduled delivery datbaere are any exceptional cases where PFS wigheeceive orders four days prior to



scheduled delivery date, they must be approveditmgy by the local manager of the affected ExaledrRestaurant. PFS agrees to continue to
maintain the "Sourcelink" electronic ordering syst@r equivalent up to date electronic orderingesys which currently allows the Exclusi
Restaurants to make electronic orders for the FRReStaurant Products. If the Sourcelink ordersateeceived within two hours before the
5:00pm order deadline, PFS will call the restaubagibre the order deadline in order to try to reeehe order. If the distribution center of

PFS is still unable to receive an order from anlisige Restaurant prior to the 5:00pm order deadR+S shall automatically order for the
Exclusive Restaurant the exact same order it reddior the same day of the previous week (excludingllwares) and the Exclusive
Restaurant will be required to accept such delivamngn made. To the extent the Exclusive Restausdate in ordering or changes its order
after the 5:00pm order deadline, PFS is not redumeaccept such late or changed order. If PFSldedb accept such late or changed order,
PFS may charge the Customer a special deliverygettarbe negotiated by PFS and the Customer.

(d) Deliveries shall be to such location on thelksiwe Restaurant premises as the Exclusive Restiushall reasonably direct. F & S
Restaurant Products shall be deemed delivered atteally placed in the storage areas of the ExoduRBiestaurant (including the tempera
controlled compartments in the case of the frozerefrigerated F & S Restaurant Products) by PE®rs, as reasonably directed by
employees of the Exclusive Restaurant. PFS's driwél not be required to stock shelves or rotheE & S Restaurant Products. The
Exclusive Restaurants will be responsible to kéepbiack door and aisle free of debris for PFSigedsito deliver the F & S Restaurant
Products to the storage areas. To the extent paddti, deliveries by PFS shall have unloading ftyiaver all other vendors. The Exclusive
Restaurants shall assign and make available aroge®br employees to accept delivery, subjectéddhms of paragraph (f) below, of F &
Restaurant Products, and to sign the invoice dontingereceipt of the ordered F & S Restaurant Petl(to the extent received and not
damaged).

(e) PFS will only deliver the F & S Restaurant Rrod specified by the Customer and shall not switstproducts for the F & S Restaurant
Products; provided, however, that the delivery nindrequent basis of F & S Restaurant Productsdifferent size than ordered shall not be
considered a substitute if the total quantity & Eh& S Restaurant Products is the amount ordexgd, @elivery of two 12 ounce jars instead
of four 6 ounce jars). PFS agrees to comply wiklgyality assurance programs and guidelines reduiyethe Customer from time to time
during the term of this Agreement to ensure thatghality of the F & S Restaurant Products is naéieid while the Restaurant Product is
being stored, handled and transported by PFS. Gilierd quality assurance programs and guidelinesdii of Pizza Hut, Taco Bell and KFC
have been provided to PFS prior to the date hereof.

(f) If ordered F & S Restaurant Products are néivdeed by PFS on the scheduled delivery date \(uliclg key deliveries), or are delivered
damaged or not meeting the required specificatibthe request of the Exclusive Restaurant, PFiSwaike a special delivery to redeliver the
F & S Restaurant Products as quickly as possibladtition, PFS shall take back all F & S RestatiPaaducts which are damaged or out of
specification and give a credit to the Exclusivestaarant for the purchase price charged by PFSet&xclusive Restaurant for that produc
the F & S Restaurant Products were out of spetificar the damages were internal and not visiblEES upon receiving delivery of the F &
S Restaurant Products from the vendor, the vertdal Ise responsible to PFS for all costs relatmgtking such special deliveries and to
take back damaged or out of specification F & St&Reant Products. The Customer and PFS each agtese ttheir respective best efforts to
collect such costs from the vendors.

(9) If the Customer decides to return any nonpabshF & S Restaurant Products ordered by the Gwestand delivered to it within
specification, not damaged and on the schedulededgldate, PFS shall charge the Customer for tpkieck such F & S Restaurant Product
an amount equal to 15% of the invoice price of dJaéhS Restaurant Product (as a restocking fee).

(h) Title and risk of loss for the F & S RestaurBnbducts purchased by the Exclusive Restauramts RFS shall pass to the Exclusive
Restaurants upon delivery by PFS inside the ExagduRiestaurant. In the event that any F & S Restaanducts are delivered and
subsequently returned or rejected by an Exclusesgt&irant, title and risk of loss shall revert ESRipon the physical transfer of possession
of the F & S Restaurant Products back to PFS.

(i) The Customer acknowledges and agrees that BE uH discretion to direct all deliveries fromyadistribution center which PFS operates,
and to make such changes to the routing proceB5&sin its sole discretion, determines appropria@vided, however, that PFS shall notify
the affected Pizza Hut, Taco Bell and KFC restaisrahany changes in its routes. In addition, thist@mer acknowledges and agrees that
PFS's fleet may not be solely dedicated to theibligton of F & S Restaurant Products to Pizza Hai;o Bell and KFC restaurants. As a
result, PFS's fleet which distribute the F & S Rastnt Products to Pizza Hut, Taco Bell and KF@argants may also carry other products
for delivery to other customers (including compegtaustomers) on the same routes so long as thaptda any way damage, contaminate or
adversely affect the quality of the F & S RestatiRnoducts during the delivery or adversely affésliveries to the Exclusive Restaurants.

()) Management of the inventory levels in the disition centers of PFS will be the responsibilifyP&S except that PFS agrees that it will
buy any F & S Restaurant Products which PFS expedtsep in inventory for more than 60 days withitigt consent of the Customer. PFS
agrees to provide to the extent practicable wekfgrmation to the Customer by distribution cerdéits inventory levels of the F & S
Restaurant Products. PFS shall not be requiredy@iomotional items or new or test market F & Staarant Products until it first receives
a firm commitment from the Customer and, in theecafssuch promotional items or new or test mark&t¥% Restaurant Products which are
for sale to franchised Pizza Hut, Taco Bell or KféStaurants, until it first receives a firm commgtm from such franchisees to purchase such
promotional items or new or test market F & S Rastat Products. If any promotional items or anyeoth & S Restaurant Products which
unique to the Customer's operations are purchas®#B based on the Customer's projections andis8cB Restaurant Products remain in
PFS's inventory for more than 90 days after Custenpeojected need, however, PFS may charge the@es a storage and handling charge
equal to 1 % of the Landed Cost of such F & S Reatat Products per month until such F & S RestauPaoducts are delivered to the
Customer. Each month during the term of this Agreetnthe Customer and PFS shall meet to reviewrtteuat of promotional items or oth
unique F & S Restaurant Products which have rerda@méventory for more than 90 days after Custdsngojected need and use tt



respective best efforts to agree on a schedulédiorery of such excess inventory to the ExclusRestaurants as quickly as possible and in
any event not more than an additional 90 days atteh initial 90 day period. At the end of suchitiddal 90 day period, PFS may require
Customer to either order such excess inventoryrectdPFS to dispose of such excess inventoryea€Cilistomer's cost. Unless either (i) an F
& S Restaurant Product is discontinued by the Gustoor (ii) the Customer approves an AlIP (authtigrefor inventory purchase) for F & S
Restaurant Products ordered by franchised PizzaTrdigb Bell or KFC restaurants, the Customer siatlbe responsible to PFS for any
storage charges or purchase commitments of angHised Pizza Hut, Taco Bell or KFC restaurants.

(k) In the event the Customer decides to recallRestaurant Product, PFS agrees to assist ther@eistto the extent reasonably requeste
the Customer, in its recall efforts, including, atit limitation, promptly assisting the Customedatermining exactly which Pizza Hut, Taco
Bell or KFC restaurants may need to be natified pfoduct recall. Unless such recall was neededrasult of any action or omission to act
by PFS, the Customer (or the vendor at the Custsrdiection) shall reimburse PFS for all additiocmsts incurred by PFS (e.g., labor, fuel,
etc.) in such recall efforts, to the extent suadalenas requested by the Customer.

() PFS warrants that all F & S Restaurant Prodtactse distributed by it to Pizza Hut, Taco BellkdfC restaurants shall be inspected,
handled, stored, shipped and sold by PFS in switipliance with all applicable (i) federal and stitws (ii) rules and regulations of all
governmental agencies having jurisdiction and fipnicipal ordinances. Upon its receipt of anytmtaissued by any governmental or
regulatory authority which might result in the imteption in PFS's distribution service to any Pikig, Taco Bell or KFC restaurant
customers, PFS shall promptly notify such customdrs may be affected.

(m) PFS agrees to use its best efforts to takeesmbnd to emergency calls from the Exclusive Reatds for delivery of F & S Restaurant
Products. PFS and the Exclusive Restaurants willeagpon the additional charges to be paid to BFSgecial deliveries needed to respond
to such emergency calls.

6. Minimum Service Levels.

(a) PFS agrees to maintain during the term ofAlgieement, on a total basis for all Exclusive Restats serviced by PFS, each of the
following monthly service levels:

() The actual number of Perfect Orders (defineldwiof the F & S Restaurant Products which aréveedd to the Exclusive Restaurants
during each month as a percentage of the total ruwftdeliveries of the F & S Restaurant Productieied shall not be less than 85%; and

(i) The number of deliveries of the F & S Restaiif@roducts during any month which are on timel{imibne hour before or after the
scheduled delivery time as described in Sectioh &fove) shall not be less than 80%.

The above service levels shall be measured orabldasis for all distribution centers of PFS togetfmot separately for each individual
distribution center). Key deliveries will not becfared in any way into the measurement of on tielevdries described in (ii) above.

If PFS fails to achieve either of such service Igwdiring any three months of any calendar yeainduthe term of this Agreement
(commencing in 1998), this failure shall constitatmaterial breach of this Agreement entitling Ghestomer to terminate this Agreement
upon notice to PFS as described in Section 10 below

(b) PFS agrees to maintain during the term of Algiseement, for the Exclusive Restaurants servigeedeh distribution center of PFS, the
following monthly service level:

The actual number of Perfect Orders of the F & St&eant Products which are delivered to the ExigduRestaurants from that distribution
center during each month as a percentage of tAerntoinber of deliveries of the F & S RestaurandBods ordered shall not be less than 75%.

The above service level shall be measured sepafatetach distribution center of PFS which delg/tr the Exclusive Restaurants.

If PFS fails to achieve the above service levelrdpany three months of any calendar year duriegehm of this Agreement (commencing in
1998), the Customer shall have the right upon rdbdPFS to remove the Exclusive Restaurants whée serviced by such distribution
center from the list of Exclusive Restaurants. Aesult, if the Customer gives such notice, PF$lusk the exclusive right under this
Agreement to deliver the Exclusive Restaurant Petdto the Exclusive Restaurants which were custewfesuch underperforming
distribution center.

(c) The term "Perfect Order" shall mean a deliwghere 100% of the cases of the delivered F & Sd&eaht Products are (i) exactly the it
ordered by the Exclusive Restaurant, (ii) not dagdaand (iii) within specification.

If PFS does not deliver a F & S Restaurant Prodacause the vendor was not able to supply a F &s$aRrant Product ordered by PFS,:
failure shall not be counted against the servieeltedescribed in paragraphs (a) and
(b) above.

Promptly after the end of each month PFS shalfyntiie Customer of its service levels describegddaragraphs (a) and (b) above for 1



month and, at the request of the Customer, PF$melalik available to the Customer all of its recomthéch support its determination of the
service levels and such other records reasonaflyested by the Customer.

7. Smart Sourcing.

(a) PFS and Smart Sourcing intend that their @atiip will be based on a spirit of cooperation rehtbey will support each other whenever
possible. During the term of this Agreement, Sraircing will negotiate with the vendors all prared other purchase terms for all
Restaurant Products which are distributed andlsplEFS to any Exclusive Restaurants and such pritesonstitute, together with inbound
freight, the Landed Costs of the Exclusive RestatuPaoducts as described in Section 3 above. Themtment by PFS to exclusively buy
under terms and agreements negotiated by SmartiSguail Restaurant Products sold to the ExcluBlestaurants is subject to the exception
that if PFS is able to buy such Restaurant Prodacthie Exclusive Restaurants on terms more fehlerto the Exclusive Restaurants than
those negotiated by Smart Sourcing, PFS will natify Customer of such better terms and offer thet@uer the opportunity to buy such
Restaurant Products on such better terms negotigt@FS. For the Pizza Hut, Taco Bell or KFC fraset restaurants which are customers
of PFS, other than the Exclusive Restaurants wdieHfranchised, PFS shall be required to purchas®éestaurant Products sold to such
franchised Pizza Hut and Taco Bell restaurants wilhgeterms and agreements which are negotiat&himgrt Sourcing for the Exclusive
Restaurants owned by the Customer but PFS mayt, ¢hall not be required to, purchase the RestatReoducts sold to such franchised KFC
restaurants under prices and other terms whichegetiated by Smart Sourcing. As a result, PFS beadommitted to exclusively buy
through Smart Sourcing terms and agreements #ileoRestaurant Products it sells to franchisedaPthzt and Taco Bell restaurants but PFS
shall not be committed to exclusively buy througha$t Sourcing terms all of the Restaurant Proditistslls to the franchised KFC
restaurants which are not Exclusive RestaurantartSsourcing shall have the right to allocate amiwvmor more vendors the total purcha
of the Restaurant Products purchased under terchagreements negotiated by Smart Sourcing. Iniaddi®mart Sourcing shall have the
right to determine which vendors will supply thesRairant Products purchased under terms and agneenegotiated by Smart Sourcing to
each of the respective distribution centers of PIF®. Customer agrees that the "Weighted AveragenBayTerm" (defined below) for the
Restaurant Products purchased during any calengatey by PFS and negotiated through Smart Souwithipe no less than 15 calendar
days. For purposes of this Agreement, the term tted Average Payment Term" shall mean the avaragwer of days after invoice whi
the suppliers of the Restaurant Products purchissedgh Smart Sourcing require for payment by R##Sghted by the Dollar volumes for
the different items of the Restaurant Productstaadlifferent required terms for payment. Notwidmsting the foregoing, Smart Sourcing
may negotiate payment terms for Restaurant Progucthased by PFS for sale to the Exclusive Remtésiowned by the Customer (not
franchised Exclusive Restaurants) which resultVWWeaghted Average Payment Term for such Restaleorducts below 15 calendar days so
long as there is an equivalent reduction in theixeble payment terms for such Exclusive Restaarantully compensate PFS for paying
earlier than a Weighted Average Payment Term afays. As described in Section 3(b) above, PFS beatntitled to receive all early pay
discounts and such discounts shall not reducertfwaiat of the Landed Costs. Smart Sourcing shak hlag right to negotiate early pay
discounts which PFS will receive so long as thedghfeid Average Payment Term, after taking into anteuch discounts, is not less than 15
calendar days as described above. Smart Sourciegsathat PFS shall have the right to receivead émbhount of early pay discounts equal to
at least $10,600,000 per year (commencing in 198#)put any reduction in the Weighted Average Pagbirerm below 15 days. If PFS
does not have the right to receive at least $10080@0early pay discounts during any calendar yaand the term of this Agreement
(commencing in 1998) without reducing the Weightegtrage Payment Term below 15 days, Smart Soustiayj pay to PFS the amount of
such shortfall within 30 days after the end of soalendar year. In addition, Smart Sourcing mayotiate payment terms which include an
interest charge for late payments by PFS to thplmrpequal to the lesser of: (i) the prime raténdérest of Citibank N.A. (as published from
time to time) plus 2% per annum or (ii) the maximrate permitted to be charged under applicables $aa.

(b) Except as described below, all inbound freifithe Restaurant Products to the distribution eendf PFS, including the selection of the
carriers and the negotiation of the freight charget be managed by and incurred by PFS as paisafistribution services provided under
this Agreement (without any additional fee to thes@mer). PFS agrees to use its best efforts taceeits inbound freight costs and whenever
possible arrange for deliveries of the Restauramdircts in full truckloads. If Smart Sourcing reqtse PFS shall be required to obtain Smart
Sourcing's approval of all deliveries which areslt#gan full truckloads; provided, however, that 8n®urcing will bear all additional costs
comply with this approval process. PFS shall makalable to Smart Sourcing, at such intervals gsiested by Smart Sourcing, all of the
records of PFS relating to its inbound freight sdet the Restaurant Products. Smart Sourcing bhat the right at any time and in its
discretion to require PFS to receive prior apprdrah Smart Sourcing for all inbound freight chasdmefore they are incurred; provided,
however, that Smart Sourcing will bear all additiboosts to comply with this approval process.ddition, Smart Sourcing shall also have
the right at any time and in its discretion to taker the inbound freight function from PFS, indhglthe selection of carriers and negotiation
of rates.

(c) In addition to and separate from PFS's appantras the exclusive distributor of the Exclusivesfaurant Products to the Exclusive
Restaurants as described in Section 2 hereof, ik@er agrees that, during the term of this Age@ptmart Sourcing will not allow
another distributor other than PFS to distribuge Restaurant Products to any Pizza Hut, Taco B&FE franchised restaurant within the
Continental United States under the prices andr @hechase terms negotiated by Smart Sourcingtheravords, in addition to the Exclusive
Restaurants, PFS will also be the exclusive distoibduring the term of this Agreement for franelis?izza Hut, Taco Bell and KFC
restaurants which purchase the Restaurant Prothwotsggh Smart Sourcing terms. Notwithstanding tiregoing, if KFC National Purchasi
Cooperative, Inc. purchases, or arranges for thehpge of, Restaurant Products for franchised Kd#staurants under prices and other
purchase terms negotiated by Smart Sourcing, ingions of this paragraph (c) shall not apply witpect to the Restaurant Products so
purchased and the distributor of such Restaurattuets may be a firm other than PFS.

(d) The Customer shall charge PFS a fee for proyithe services of its Smart Sourcing division étma/2 % of the F.O.B. price of the
vendors of the Restaurant Products which are pesechby PFS under terms and agreements negotiatechast Sourcing. PFS shall pass on
this fee to its Pizza Hut, Taco Bell and KFC custesn(including the Exclusive Restaurants and atidhised restaurants) within t



Continental United States, as described in Se@fahin the case of Exclusive Restaurant Produwidtste the Exclusive Restaurants. The
proportion of the total Smart Sourcing costs whach allocated to the Restaurant Products soldet&xelusive Restaurants cannot exceed the
percentage of the total purchases by PFS of atiallemnt Products under terms and agreements negbbg Smart Sourcing which is
represented by the total purchases by PFS of tha®ant Products sold to the Exclusive RestaurBntenptly after the end of each month
during the term of this Agreement the Customerldwald to PFS an invoice for its Smart Sourcingfée¢hat month which invoice will be

due within 15 days after receipt. PFS shall haeerigiht to require Smart Sourcing to provide evikereasonably acceptable to PFS which
supports Smart Sourcing's calculation of its fee.

8. Continuation of Equipment Business

Although the equipment products of PFS are notgfatte Exclusive Restaurant Products sold to tk&duSive Restaurants, PFS currently
plans to maintain the equipment business and tenfakequipment products available for purchasthéyizza Hut, Taco Bell and KFC
restaurant customers of PFS. PFS agrees to pravitie Customer and its other Pizza Hut, Taco &l KFC franchised restaurant
customers at least six months prior notice befdree

(i) any significant reduction by PFS in the distition services it offers for equipment productgidPFS sells the equipment business. The
Customer agrees to provide to PFS at least sixmsguior notice before the Exclusive Restaurantseaaby the Customer purchase in any
calendar year during the term of this Agreemententban 20% of their total purchases of equipmendyets from companies other than P

9. Term

This Agreement shall not apply or go into effectiluthe closing date (the "Closing Date") of theramtly proposed sale of PFS by PepsiCo,
Inc. (estimated to occur at the end of June, 19875 Agreement shall be for a term of five yeasmmencing on the Closing Date, unless
earlier terminated as provided in Section 10 her€is Agreement shall automatically terminate raftgch term unless the Customer and PFS
expressly agree in writing to extend such termafoadditional period.

10. Termination

This Agreement may be terminated prior to the drntti@term hereof, without affecting the rightsatrligations of either party with respect to
the Restaurant Products already delivered by Ps-f)laws:

(@) In the event that the other party breachesegrial term of this Agreement, and such breaeli stmain unremedied for a period of
thirty calendar days after written notice of sucaath from the non-breaching party, the non-bregcharty may terminate this Agreement
upon written notice to the breaching party.

(b) If PFS is in material breach of this Agreentemtfailure to maintain either of the service leveescribed in Section 6(a) hereof for any
three months of any calendar year during the tdrthi® Agreement (commencing in 1998), the Customay terminate this Agreement upon
written notice to PFS at any time during the 90 dasiod after the end the third month in whichaitdd to meet such service level.

(c) In the event that either party (i) makes angassent for the benefit of its creditors, (ii) hapetition initiating a proceeding under
applicable bankruptcy laws filed against it andhspetition is not set aside within 60 days aftetsfiling, (iii) files any voluntary petition for
bankruptcy, liquidation or dissolution or has agiger, trustee or custodian appointed for all ot phits assets or (iv) seeks to make an
adjustment, settlement or extension of its debl ité# creditors generally, the other party may feate this Agreement upon written notice to
such party.

11. Insurance

Each party shall obtain and maintain compreherg@reeral liability insurance (including productsiigy) in amounts equal to at least Ten
Million Dollars ($10,000,000) combined single liniitr death, personal injury, and property damagd,\aorker's compensation insurance as
required by law. Each party shall file with the etlecertificates evidencing such insurance and giathptly pay all premiums on said polic
as and when the same become due. In additionpelaes shall contain a provision requiring thidgys prior written notice to the other of
any proposed cancellation or termination of insaeahe insurance requirements set forth abovenareum coverage requirements and
not to be construed in any way as a limitationability under this Agreement.

12. Trademarks

(a) Neither the Customer nor PFS shall acquirereyhy or interest in the trademarks or trade naofeke other party pursuant to this
Agreement. Except as specifically set forth here@ither the Customer nor PFS shall use the nartteeafther or any part of any trademar
trade name of the other party without the exprestsen permission of such other party.

(b) PFS may continue to display the Pizza Hut, TBelb and KFC trademarks on its delivery fleetlie same manner as such trademarks are
currently displayed. Any change in the way suctdraarks are displayed on PFS's delivery fleet sbqliire the prior written approval of the
Customer. The Customer may, in its discretion egiff) require PFS, at the Customer's cost (uridé<3 is refurbishing its fleet pursuant to a
normal maintenance schedule), to change the wakiza Hut, Taco Bell and KFC trademarks are disggaon the fleet of PFS in order to
update the logos for any changes in the way saeteinarks are generally displayed by the Customgi) oequire PFS to remove su



trademarks from its fleet at any time, at the Corgtds cost. PFS further agrees that, without thed@uer's prior written consent, PFS's
delivery trucks which display the Pizza Hut, TacgllBind KFC trademarks will not be used for anyw@les to any customers of PFS other
than Pizza Hut, Taco Bell and KFC restaurants. il not be required, however, to continue toldisthe Pizza Hut, Taco Bell and KFC
trademarks on it delivery fleet and shall be figets discretion, to remove such trademarks attang. PFS agrees that its delivery fleet
which deliver the Restaurant Products to any Piaza Taco Bell or KFC restaurants (the Exclusivestaarants or any franchised Pizza Hut,
Taco Bell or KFC restaurants) shall not displayttlaelemarks of any other restaurant customer of PFS

13. Confidentiality by PFS

(a) PFS acknowledges the Customer's need to mathiiconfidentiality of certain proprietary infoation disclosed by the Customer to PFS.
All information communicated by the Customer to Ri#8ch contains vendor pricing information negaby Smart Sourcing, marketing
and restaurant data, new product information ogmitiformation specifically relating to the Custaraéusiness shall be kept confidential

not used or disclosed by PFS to any third partyyioled, however, that the foregoing restrictionlishet apply to the Landed Cost

information which PFS is required to provide to ihéependent international public accounting firendascribed in subsection 3(c) hereof
(but only to the extent so provided). Such conft@dginformation shall not include information (Bhich becomes generally known to the
public through no disclosure by PFS, (ii) which Rié® show was known by it prior to disclosure toyithe Customer or (iii) which is
required by law to be disclosed. PFS shall infaisremployees of the confidential nature of all infation provided by the Customers which
is confidential pursuant to the terms of this Secti3 and PFS shall be fully responsible for amabh by its employees of the terms of this
Section 13.

(b) Each party hereto agree to keep the termsioftpreement confidential and not disclose therarty third party without the prior written
consent of the other parties hereto, except texient such disclosure is required by law.

14. Indemnity

(a) PFS shall indemnify and hold the Customer, el & the Customer's parents, subsidiaries, &##gi, successors and assigns, and each of
their respective officers, directors, and employdasmless from and against any and all loss, ltigpclaims, demands or suits (including,
without limitation, reasonable attorneys' fees arplenses) which arise out of:

(i) the breach of any of the representations, wdiga or agreements made by PFS in this Agreenmaitiding, without limitation, damages
caused by any violations of law by PFS or recalssed by PFS); or

(il) the warehousing, delivery, storage, handlingransporting of any Restaurant Products whilesuride care, custody, or control of PFS.

(b) The Customer shall indemnify PFS, as well aS'®parents, subsidiaries, affiliates, successataasigns, and each of their respective
officers, directors and employees, harmless frothagainst any and all loss, liability, claims, degsor suits (including, without limitation,
reasonable attorneys' fees and expenses) whieh@riof:

(i) the breach of any of the representations, wdiga or agreements made by the Customer in thieekgent; or
(i) the operations or business of the Customanliing, without limitation, Smart Sourcing) anctkxclusive Restaurants.
15. No Franchise or Agency

Nothing in this Agreement shall be deemed to métkeeparty the agent or representative of the rgplaety for any purpose whatsoev
Nothing provided in this Agreement shall be deeteegrant either party any right or authority towasg, create or expand any obligatior
responsibility, express or implied, on behalf ofrothe name of the other party, or to bind thesottarty in any manner or matter whatsoever.
Neither party to this Agreement shall have any auity1to employ any person as agent or employe®fan behalf of the other party to tl
Agreement for any purpose. It is the express ifaridf the parties that each party hold the ottagtypharmless from and against any and all
claims, liability and expense arising out of anyuthorized act of its respective employees andtagen

16. General Provisions

(a) Appointment of Executive Officers of Customuring the term of this Agreement Pizza Hut, Ta@al Bnd KFCC shall notify PFS in
writing of the names of the executive officers vdhall have the authority to bind all three compsniRizza Hut, Taco Bell and KFCC and act
on behalf of the Customer, in connection with argttar relating to this Agreement, including, withéimitation, amending the terms of this
Agreement as described in Section 16(e) below.

(b) Dispute Resolution. Each of the Customer anfl §tkall appoint one or more employees who will mé#t each other on a regular basis
to review the performance by each party pursuatitederms of this Agreement. The Customer and $#a8 each appoint an executive
officer to meet for the purpose of resolving argirdl, dispute and/or controversy arising out ofedating to the performance of this
Agreement. If the dispute is not resolved by negimn within thirty (30) days, the parties shaltdeavor to settle the dispute by mediation
under the then current Center For Public Resoyf€R") Model Procedure for Mediation of Businesspites. The neutral third party w



be selected from the CPR panel of neutrals, wighatbsistance of CPR, unless the parties agreenadietn the event that the parties are
unsuccessful in resolving the dispute via mediatiba parties agree promptly to resolve any suaimgldispute and/or controversy through
binding confidential arbitration conducted in Louiie, Kentucky, in accordance with the then cutnaies of the American Arbitration
Association ("AAA"). The parties irrevocably consém such jurisdiction for purposes of the arbitat and judgment may be entered ther

in any state or federal court in the same mannérths parties were residents of the state of faldgistrict in which said judgment is sough

be entered. The arbitrator shall not make any awactcision that is not consistent with applicdble. In any action between the parties, the
prevailing party in such action shall recover ibsts and expenses, including reasonable attormsy fimm the non-prevailing party. All
applicable statutes of limitations and defensesdapon the passage of time shall be tolled whaeréquirements of this Section 16(b) are
being followed.

(c) Access to Distribution Centers. During the terithis Agreement the Customer shall have thet iginspect at any time during the term
of this Agreement the distribution centers, alivisty trucks and any other facility of PFS whichrgahe Restaurant Products.

(d) Assignment. This Agreement shall be bindingruph of the parties hereto and upon all of thegpective heirs, successors and permitted
assigns. The Customer understands that PFS istlyrire the process of being sold by PepsiCo, RIES shall have the right to assign its
rights and obligations under this Agreement to @mnporation, partnership, firm or other entity whiouys substantially all of PFS's assets
upon such assignment (i) such buyer shall assuinoé RFS's obligations under this Agreement ane thie place of PFS for all purposes of
this Agreement and (ii) PepsiCo, Inc. shall havdunther obligations hereunder. Except for the ged assignment by PFS as described
above, this Agreement shall not, however, be aabignor transferable, in whole or in part, by aayty except upon the express prior written
consent of all of the other parties. Any attempadgsign or otherwise transfer this Agreement orraghits or obligations hereunder in violat

of the foregoing shall be void.

(e) Amendments. This Agreement shall not be ameededpt in writing signed by all parties hereto.

(f) Natices. All notices, demands, consents or otoenmunications required or permitted hereundal &te in writing and personally
delivered or sent by overnight air courier, addedsas follows: if to the Customer to each of (9zai Hut, Inc., 14841 Dallas Parkway, Dall
Texas 75240, Attn:

President, (ii) Taco Bell Corp., 17901 Von Karmbwine, California 92714, Attn: President and (KiFC Corporation, 1441 Gardiner Lane,
Louisville, Kentucky 40213, Attn: President; anddfPFS, to PFS 14841 Dallas Parkway, Dallas, Tés240, Attn: President; or to such
other address as may hereafter be furnished iingtiov the other party in the manner described abswy notice, demand, consent or
communication given hereunder in the manner desdritbove shall be deemed to have been effecteckaaived as of the date hand
delivered or as of the date received if sent byrmgét air courier.

(g) Force Majeure. No party shall be responsibtedgays or defaults under this Agreement if suelayl or default is occasioned by war,
strikes, fire, an act of God or other causes beyumth party's control.

(h) Waiver. No provision, requirement, or breachhi$ Agreement may be waived by any party exaeptriting. If any party fails to enforce
any right or remedy available under this Agreemtratt failure shall not be construed as a waivearyf right or remedy with respect to any
other breach or failure by the other parties. ISR&ils to maintain the service levels describe8éwctions 6 hereof during any three months of
any calendar year during the term of this Agreenf@minmencing in 1998) and the Customer does natiseeits right to terminate this
Agreement as described in Section 10(b) hereofinv@B days after the third such month, the Custoshatl waive any right to terminate this
Agreement with respect to the low service levelsrdusuch three months but shall not waive anytrigherminate this Agreement as a result
of low service levels during any months after stioke months.

(i) Captions. The captions used herein are insandylas a matter of convenience and for referameckin no way define, limit, or describe
scope or the intent of any section or paragrapbdier

()) Governing Law and Forum. This Agreement shalkhil respects be construed in accordance wittgardrned by the substantive laws of
the State of Kentucky without giving effect to ttenflicts of laws principles thereof.

(k) Severability. If any one or more of the prowiss contained in this Agreement shall for any redsheld to be invalid, illegal, or
unenforceable in any respect, such invalidityggility, or unenforceability shall not affect anyet provision hereof, and this Agreement ¢
be construed as if such invalid, illegal, or uneoéable provision had never been contained herein.

() Other Documents. The terms, conditions and jsioxs of any invoice, billing statement, confirioat, or other similar document relating

to the services rendered in connection with thise&gent shall be subject and subordinate to thestgerovisions and conditions of this
Agreement and, in the event of a conflict betwdenterms, conditions and provisions of any suchudwnt and of this Agreement, the terms,
conditions and provisions of this Agreement shallayn.

(m) Survival of Obligations. The obligations of apgrty under this Agreement, which by their natuoaild continue beyond expiration or
termination of this Agreemer



including, without limitation, indemnification byush party as provided in
Section 14 hereof, shall survive the expiratioteomination of this Agreement.

IN WITNESS WHEREOF, the parties hereto have dulgceed this Agreement as of the date first sehfabove.
PFS, a division of PepsiCo, Inc.

By:

Pizza Hut, Inc.

By:
David Novak
President, Chief Executive
Officer
Taco Bell Corp.
By:

John Antioco
President, Chief Executive
Officer

Kentucky Fried Chicken Corporation

By:
David Novak
President, Chief Executive
Officer

Kentucky Fried Chicken of
California, Inc.

By:

David Novak
President, Chief Executive
Officer

AMENDMENT AGREEMENT

Amendment Agreement dated as of May 29, 1997 aréi®) an unincorporated division of PepsiCo, In&Npah Carolina corporation,
Pizza Hut, Inc., a Delaware corporation, Taco Belip., a California corporation, Kentucky Fried €i¢gn Corporation, a Delaware
corporation, and Kentucky Fried Chicken of Califasinc., a Delaware corporation.

WHEREAS, the parties hereto are parties to thesSaie Distribution Agreement dated as of May 6,71@8e "Distribution Agreement")
pursuant to which PFS has been appointed as ttasese distributor of certain food, supplies andaflmares sold to company owned Pizza
Hut, Taco Bell and KFC Restaurants in the contiaednited States; and

WHEREAS, the parties hereto desire to amend thiibBigion Agreement on the terms set forth herein.
NOW, THEREFORE, the parties hereto hereby agrdellasvs:
(1) Section 9 of the Distribution Agreement is iiyramended by adding the following sentence teetitbof such Section:

"Notwithstanding anything to the contrary hereire termination of this Agreement at the expirattbsuch term or otherwise shall not
operate to terminate the appointment of PFS approged distributor of the Restaurant Products solll Pizza Hut, Taco Bell and KFC
restaurants pursuant to

Section 1 hereof."

(2) Other than as specifically set forth hereir, Blistribution Agreement shall remain in full foraed effect, without amendment,
modification or waiver



IN WITNESS WHEREOF, the parties hereto have dulyoexed this Agreement as of the date first sehfabove.

PFS, a division of PepsiCo, Inc.

By:

Pizza Hut, Inc.
By:

David Novak
President, Chief Executive
Officer

Taco Bell Corp.

By:

John Antioco
President, Chief Executive
Officer

Kentucky Fried Chicken Corporation

By:
David Novak
President, Chief Executive
Officer

Kentucky Fried Chicken of
California, Inc.

By:

David Novak
President, Chief Executive
Officer



ACTIVE SUBSIDIARIES OF TR
AS OF OCTOBER 6, 1997(

Name of Subsidiary

A & M Food Services, Inc.
El KrAm, Inc.
Pizza Huts of the Northwest, Inc.
Kentucky Fried Chicken of California, Inc.
Tricon Global Restaurants (Canada), Ltd.
KFCC/PepsiCo Holdings Ltd.
KFC Management Ltd.
Internaticional Restaurants do Brasil Ltda.
Prestige Holdings Ltd.
Restaurant Holdings Ltd.
Kentucky Fried Chicken (Great Britain) Limited
Pizza Hut (U.K.) Ltd.
Pizza Hut International (UK) Ltd.
KFC International (Thailand) Ltd.
Corporativo International S.A. de C.V.

Kentucky Fried Chicken de Mexico, S.A. de C.V.

Kentucky Fried Chicken Caribbean Holdings, Inc.

Kentucky Fried Chicken Corporate Holdings, Ltd.

KFC France SAS

Kentucky Fried Chicken Japan Ltd.

Kentucky Fried Chicken International Holdings
Kentucky Fried Chicken Espana, S.L.
Kentucky Fried Chicken Global Il B.V.

PepsiCo Restaurants International Ltd. &
PepsiCo Eurasia Limited
Kentucky Fried Chicken Worldwide B.V.
PepsiCo Holdings, B.V.
PepsiCo Restaurants International (Taiwan)
Pizza Gida Isletmeleri A.S.
Pizza Hut Korea Co., Ltd.
PepsiCo (Southern Africa) Pty. Ltd.
Kentucky Fried Chicken Global B.V.
PepsiCo Poland sp.zo.o.
PepsiCo Restaurants International S.A.
Global Restaurants Inc.

PepsiCo Restaurants International (India
Pizza Belgium B.V.B.A.

Kentucky Fried Chicken Singapore Holdings P

Pizza Hut Singapore Pte. Ltd.

PCNZ Ltd.

PCNZ Investments Ltd.
PepsiCo Finance B.V.

Kentucky Fried Chicken of Southern California, In
PepsiCo Restaurant Services Group, Inc.
Pizza Hut, Inc.

PepsiCo Australia Pty., Ltd.

Kentucky Fried Chicken Pty. Ltd.

Pizza Hut of America, Inc.

Pizza Management, Inc.
NKFC, Inc.

QSR, Inc.

KFC Enterprises, Inc.
Kentucky Fried Chicken Corporation
KFC Corporation
KFC National Management Company

Taco Bell Corp.

Calny, Inc.

Taco Bell of California, Inc

Taco Bell Royalty Company

Taco Caliente, Inc.
Taco Del Sur, Inc.
Tenga Taco, Inc.

Taco Enterprises, Inc.

TBLD Corp.

Upper Midwest Pizza Hut, Inc.
Von Karman Leasing Corp.

EXHIBIT 21.01

ICON
1)
Percentage of
Voting Securities State or
Owned By Country of
Tricon Parent  Incorporation
100 Nevada
100 lowa
100 Minnesota
100 Delaware
100 Canada
100 Canada
50 Singapore (2
100 Brazil
100 Trinidad
100 Unitied King
100 United Kingd
50 United Kingd
100 United Kingd
100 Thailand
100 Mexico
100 Mexico
100 Delaware
92 Delaware (4)
100 France
31 Japan (5)
, Inc. 100 Delaware
100 Spain
100 Netherlands
Co. K.G. 100 Germany
100 Delaware
100 Netherlands
100 Netherlands
Co. Ltd. 100 Taiwan
100 Turkey
100 Korea
100 South Africa
100 Netherlands
100 Poland
100 Spain
100 Mauritius
) Pvt. Ltd. 100 India
100 Belgium
te. Ltd. 100 Singapore
100 Singapore
100 Mauritius
100 Mauritius
100 Netherlands
c. 100 California
100 Delaware
100 California

60 Australia (6
100 Australia

100 Delaware
100 Texas
100 Delaware
100 Delaware
100 Delaware
100 Delaware
100 Delaware
100 Delaware
100 California
100 Delaware

100 California
100 California
100 Arizona
100 Georgia
100 Florida
100 Michigan
100 California
100 Delaware
100 Delaware

dom
om
om(3)
om



Notes:

(1) This Schedule lists the entities that are etqubto be active subsidiaries of TRICON as of Oetdhy 1997 based upon the reorganization
transactions that are in progress. Omitted fromatimve list are approximately 73 insignificantmeigtive subsidiaries which, if considered in
the aggregate as a single subsidiary, would naititate a significant subsidiary. The list also ledes approximately 77 subsidiaries of Pizza
Hut, Inc., most of which operate restaurants inUt®., and approximately 33 subsidiaries of Kenyueked Chicken Corporation and
Kentucky Fried Chicken of California, Inc., mostwlfiich operate restaurants outside the U.S.

(2) Kentucky Fried Chicken Singapore Holdings Ptd. owns 50% of this subsidiary.
(3) An outside shareholder owns 50% of this subsydi

(4) Kentucky Fried Chicken Corporation owns 8%loétsubsidiary.

(5) Outside shareholders owns 69% of this subsidiar

(6) Each of the following companies (on insignifitéist) owns the percentage listed of this sulasidiPepsiCo Capital Ptd. Limited 10%,
PepsiCo Australia Finance Pte. Ltd. 15%, and PthzisAustralia Finance Pte. Ltd. 15



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM TRICON GLOBAL RESTAURANTS,
INC. COMBINED FINANCIAL STATEMENTS FOR THE 52 WEEK&NDED DECEMBER 28, 1996 AND IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000,000

PERIOD TYPE Yeal
FISCAL YEAR END Dec 28 199
PERIOD END Dec 28 199
CASH 137
SECURITIES 50
RECEIVABLES 134
ALLOWANCES 9
INVENTORY 88
CURRENT ASSETS 962
PP&E 6,85:
DEPRECIATION 2,80z
TOTAL ASSETS 6,52(
CURRENT LIABILITIES 1,41€
BONDS 231
COMMON 0
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 4,23¢
TOTAL LIABILITY AND EQUITY 6,52(
SALES 9,73¢
TOTAL REVENUES 10,23:
CGS 6,00¢
TOTAL COSTS 8,71¢
OTHER EXPENSE 0
LOSS PROVISION 4
INTEREST EXPENSE 30¢
INCOME PRETAX 72
INCOME TAX 12t
INCOME CONTINUING (53)
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (53)
EPS PRIMARY 0.0C
EPS DILUTED 0.0C



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM TRICON GLOBAL RESTAURANTS,
INC. CONDENSED COMBINED FINANCIAL STATEMENTS FOR TH 24 WEEKS ENDED JUNE 14, 1997 AND IS QUALIFIED IN
ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMETS.

MULTIPLIER: 1,000,000

FISCAL YEAR END Dec 27 199
PERIOD END Jun 14 199
PERIOD TYPE 6 MOS
CASH 11C
SECURITIES 47
RECEIVABLES 142
ALLOWANCES 12
INVENTORY 102
CURRENT ASSET¢ 95(C
PP&E 6,60
DEPRECIATION 2,822
TOTAL ASSETS 6,107
CURRENT LIABILITIES 1,41:
BONDS 18€
COMMON 0
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 3,75¢
TOTAL LIABILITY AND EQUITY 6,107
SALES 4,337
TOTAL REVENUES 4,59(
CGS 2,65¢
TOTAL COSTS 3,82
OTHER EXPENSE¢ 0
LOSS PROVISION 3
INTEREST EXPENSE 131
INCOME PRETAX 263
INCOME TAX 90
INCOME CONTINUING 172
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 172
EPS PRIMARY 0.0
EPS DILUTED 0.0
End of Filing
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