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PART |

ltem 1. Business.

TRICON Global Restaurants, Inc. (referred ¢oelin as "Tricon" or the "Company") was incorpodatmder the laws of the state of Nc
Carolina in 1997. The principal executive officdsToicon are located at 1441 Gardiner Lane, LoldlisyKentucky 40213, and its telephc
number at that location is (502) 874-8300.

Tricon, the registrant, together with its eestint operating companies and other subsidiasiesferred to in this Form 1KR-annual repo
("Form 10K") as the Company. Prior to October 6, 1997, thsifess of the Company was conducted by Pepsi€o("IrepsiCo") throug
various subsidiaries and divisions.

This Form 10-K should be read in conjunctiathvthe Cautionary Statements on pages 36 throdgh 3
A. General Development of Business

In January 1997, PepsiCo announced its decigiospin-off its restaurant businesses to shadehsbhs an independent put
company (the "Spiff"). Effective as of October 6, 1997, PepsiCopdised of its restaurant businesses by distribuaih@f the
outstanding shares of common stock of Tricon tosktareholders. Tricon's Common Stock began tradmghe New York Stoc
Exchange on October 7, 1997 under the symbol "YUMrfor to that date, from September 17, 1997 thhoDctober 6, 1997, Tricol
Common Stock was traded on the New York Stock Emghaon a "when-issued" basis). As used in this FbOK, references 1
Tricon or the Company include the historical opetesults of the businesses and operations gemesfto the Company in the Spin-
off. Additionally, throughout this Form 10-K, thertns "restaurants," "stores" and "units" are usgt¢hangeably.

B. Financial Information about Operating Segments

Tricon consists of four operating segments:CKRPizza Hut, Taco Bell and TRICON Restaurants riatonal ("TRI" o
"International"). For financial reporting purposesanagement considers the three U.S. operatingesggno be similar and, therefc
has aggregated them into a single reportable dpgrs¢gment. Operating segment information forytbers ended December 30, 2(
December 25, 1999 and December 26, 1998 is includéthnagement's Discussion and Analysis of Fireln€ondition and Resu
of Operations ("MD&A") and the related Consolidateidancial Statements and footnotes in Part ImI#%& pages 18 through 37; ¢
Part Il, Item 8, pages 38 through 75, respectivefiyhis Form 10-K.

C. Narrative Description of Business
General

Tricon is the world's largest quick servicstaairant ("QSR") company based on number of systeits, with more than 30,4
units in over 100 countries and territories. Thidm organization is currently made up of four @telg companies organized arol
its three core concepts; KFC, Pizza Hut and Tadb(Be "Concepts"). The four operating companies IeFC, Pizza Hut, Taco B
and Tricon Restaurants International. KFC is basdduisville, Kentucky; Pizza Hut and Tricon Restants International are ba:
in Dallas, Texas; and Taco Bell is based in Irvidalifornia.

Restaurant Concepts

Through its three widelsecognized Concepts, the Company develops, operfatexhises and licenses a worldwide syste
restaurants which prepare, package and sell a wietampetitively priced food items. These restatgame operated by the Comp
or, under the terms of franchise or license agreg¢méy franchisees or licensees who are indepeillied parties, or by internatior
affiliates in which we own a n«-controlling equity interest ("Unconsolidated Aféites").



In each Concept, consumers can dine in arwdfioy out food. In addition, Taco Bell and KFC offe drivethru option in man
stores, and Pizza Hut offers a driveu option on a much more limited basis. Pizza &hd, on a much more limited basis, KFC ¢
delivery service.

Each Concept has proprietary menu items anghasizes the preparation of food with high quallitgredients as well as unic
recipes and special seasonings to provide appeddisty and attractive food at competitive prices.

The franchise program of the Company is desigto assure consistency and quality. The Companselective in grantir
franchises and is not in the practice of franclgsio investor groups or passive investors. Underdtandard franchise agreem
franchisees supply capitalitially by paying a franchise fee to Tricon, phasing or leasing the land and building and puiiciy
equipment, signs, seating, inventories and suppiied over the longer term, by reinvesting in thsihess. Franchisees then contri
to the Company's revenues through the paymentyafties based on a percentage of sales.

The Company believes that it is important &@intain strong and open relationships with its ¢fasees and their representatives
this end, the Company invests a significant amaafitime working with the franchisee community artkit representati
organizations on all aspects of the business, ngnfgom new products to new equipment to new mamage techniques.

The Company is actively pursuing the stratefiymultibranding, where two or more of its Conceptg operated in a sin
restaurant unit. By combining two or more of itsn€epts in one location, particularly those thaten@emplementary dayp
strengths, the Company believes it can generateehigales volumes from such units, significantlypiave returns on per u
investment, and enhance its ability to penetrageeater number of trade areas throughout the Unh&.irgernationally. Through tl
consolidation of market planning initiatives acraedighree of its Concepts, the Company has estaddi multiyear development pla
by trade area to optimize franchise and compansgtpation of all three Concepts and to improve megwon its existing asset base.
development of these multibranded units may betdidhiin some instances, by prior development anidioitory rights granted
franchisees.

As of yearend 2000, there were 1,195 units in the worldwigitesn housing more than one Concept. Of thesep1yh8s offe
food products from two of the Concepts (a "2n1¥)d &5 units offer food products from each of then€apts (a "3n1"). On a mu
more limited basis, the Company is testing miofaind options involving one of the Concepts andsiaurant concept not owned b'
affiliated with the Company.

Restaurant Operations

Through its Concepts, Tricon develops, opstate@nchises and licenses a system of both toaditiand nortraditional QSH
restaurants. Traditional units feature dine-inngaut and, in some instances, drive-thru or dejiveervices. Noriraditional units
which are typically licensed outlets, include exgsreinits and kiosks which have a more limited mamad operate in notraditiona
locations like airports, gasoline service
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stations, convenience stores, stadiums, amuseragtg and colleges, where a full-scale traditionalet would not be practical or
efficient.

The Company's restaurant management struetures by concept and unit size. Generally, eacim@zmy restaurant is led b
restaurant general manager ("RGM"), together with or more assistant managers, depending on thatmgecomplexity and sal
volume of the restaurant. Each restaurant usually lietween 10 and 35 hourly employees, most of whomk parttime. The
Company's four operating companies each issueleltaianuals covering all aspects of their respeatigerations, including for
handling and product preparation procedures, saaty quality issues, equipment maintenance, facslibndards and account
control procedures. The restaurant management t@aensesponsible for the day-day operation of each unit and for ensu
compliance with operating standards. RGMs' effaressmonitored by area managers or market coacheswerk with approximate
nine to eleven restaurants. The Company's rest@uaa@ visited from time to time by various seroperators within their respecti
organizations to help ensure adherence to systamlatds.

RGMs attend and complete their respective aipgy company's required training programs. Thesgrams consist of initi
training, as well as additional continuing devel@mand training programs that may be offered quired from time to time. Initii
manager training programs generally last at leastweeks and emphasize leadership, business maweagesupervisory skil
(including training, coaching, and recruiting), guat preparation and production, safety, qualitytom, customer service, lat
management, and equipment maintenance.

Following is a brief description of each Copice
KF

KFC was founded in Corbin, Kentucky, by ColbHarland D. Sanders, an early developer of thelgservice food business an



pioneer of the restaurant franchise concept. THer@bperfected his secret blend of 11 herbs afmksgor Kentucky Fried Chicken
1939 and signed up his first franchisee in 1952CKiew has more than 5,300 units in the U.S., amobsi 6,000 units in 84 countr
and territories outside the U.S. Approximately 25gent of the U.S. units and 19 percent of the Wdh- units are operated by
Company.

While product offerings vary throughout therndavide system, all KFC restaurants offer friedaigin products and many also o
non-fried chicken-on-théone products. These products are primarily madkateler the names Original Recipe, Extra Tastyp@
and Tender Roast. Other principal entree itemsudelchicken sandwiches and Colonel's Crispy Stdapsl, seasonally, Chun
Chicken Pot Pies. KFC restaurants also offer atanf side items, such as biscuits, mashed patatoéd gravy, coleslaw, corn, Pol
Wedges (in the U.S.) and french fries (outsideh&f U.S.), as well as desserts and atmoholic beverages. Restaurant dec
characterized by the image of the Colonel, and KBGtinctive packaging includes the "Bucket" oicken.

As of yearend 2000, KFC was the leader in the U.S. chickeR @&gment among companies featuring chicken as ghieiary
product offering, with a 53 percent market sharthat segment which is almost 6 times that oflds&st national competitor.

Pizza Hut

Pizza Hut operates in 88 countries and tereisothroughout the world and features a varietpintas, which may include The [
New Yorker, Pan Pizza, Thin 'n Crispy, Pizzeriafféth Crust, Hand Tossed, Sicilian and The Insidech offered with a variety
different toppings. Pizza Hut also features bevesag
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and, in some restaurants, breadsticks, pastassafmdsandwiches. The distinctive Pizza Hut imggeally features a bright red roof.

The first Pizza Hut restaurant was opened®i8lin Wichita, Kansas, and within a year, thet firanchise unit was opened. Toc
Pizza Hut is the largest restaurant chain in thddvepecializing in the sale of ready-to-eat pipzaducts. As of yeaend 2000, th
Concept had almost 8,000 units in the U.S., andertizain 4,100 units outside of the U.S. Approxima&38 percent of the U.S. ur
and 16 percent of the non-U.S. units are operaggtidoCompany.

As of yearend 2000, Pizza Hut was the leader in the U.SapiZ3R segment, with a 22 percent market shareatrsdgment whic
is double its closest national competitor.

Taco Bell

Taco Bell operates in 14 countries and taratthroughout the world and specializes in Menxistyle food products, includii
various types of tacos, burritos, Gorditas, Chaypalads, nachos and other related items. TadouBigs feature a distinctive b
logo on their signage.

The first Taco Bell restaurant was openeddié2lby Glen Bell in Downey, California, and in 19@de first Taco Bell franchise w
sold. By yearend 2000, there were more than 6,700 Taco Belbumithin the U.S., and approximately 250 units wmlef the U.S
Approximately 17 percent of the U.S. units and &&pnt of the non-U.S. units are operated by thafgzmy.

As of yearend 2000, Taco Bell was the leader in the U.S. BEXIQSR segment, with a market share in that seigph@2 percent
Inter national

The international operations of the three dmi€oncepts are consolidated into a separate apg@mpany, which has directed
focus toward franchise system growth and conceatraif Company development in those markets in tvitie Company believ
sufficient scale is achievable. Tricon Restaurdmisrnational has developed global systems and tbesigned to improve marketi
operations consistency, product delivery, markatping and development and franchise support clitgabi

As of yearend 2000, the Company had almost 10,400 unitsdarsyistem outside of the U.S. Approximately 18 petroé the tote
non-U.S. units are operated by the Company. In 2000,aERounted for 35 percent of the Company's totstiesn sales and 29 perc
of the Company's total revenues.

Operating Structure

In all three of its Concepts, the Company ezitbperates units or they are operated by indepeérfd@nchisees or license
Franchisees can range in size from individuals agmust a few units to large publicly traded companin addition, the Compa
owns non-controlling interests in Unconsolidatedilistes who operate as franchisees. As of yeai-2000, approximately 20 perc
of Tricon's worldwide units were operated by thenfpany, approximately 63 percent by franchiseesraqipately 11 percent |
licensees and approximately 6 percent by Uncorasi@dAffiliates.



Refranchising

Beginning in 1995, the Company began rebatantie system toward more franchisee ownershipdad its resources on whe
believes are high growth potential markets wheoaiit more efficiently leverage its
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scale. Since the strategy began, the Company Fasichised 5,895 units: 757 units in 2000, 1,43&sun 1999, 1,373 units in 19¢
1,407 units in 1997, 659 units in 1996 and 264sumit1995. As a result of the Company's refranngisictivity, coupled with ne
points of distribution added by franchisees andrigees and the program to upgrade the asset pitfolclosing underperformit
stores, the Company's overall ownership of totatesy units declined 27 percentage points in sixsylam 47 percent at yeanc
1994 to 20 percent at yeand 2000. The refranchising program is expecteoetsubstantially completed in 2001. In the futdhe
Company may sell additional stores to, or purclsasees from, franchise or license operators asehts appropriate.

Supply and Distribution

The Company is a substantial purchaser ofraben of food and paper products, equipment and odstaurant supplies. In 19
to ensure reliable sources, the Company consotidaiest of its worldwide food and supply procuremactivities under an interr
organization now called Supply Chain Managemenftgchvisources, negotiates contracts and buys spedified and supplies fra
hundreds of suppliers in a significant number afrddes and territories. Supply Chain Managementitocs market trends and se
to identify and capitalize on purchasing opportiesitthat will enhance the Company's competitiveitipes The principal produc
purchased include beef, cheese, chicken produmtkirgy oils, corn, flour, lettuce, paper and padékggnaterials, pinto beans, pc
seasonings, soft drink beverage products and toprathucts.

Effective as of March 1, 1999, the Compangnglwith the KFC National Purchasing Cooperative, bnd representatives of
Company's KFC, Pizza Hut and Taco Bell franchisergs, formed the Unified FoodService Purchasingo@oLLC (the "Unifiec
Co-op") for the purpose of purchasing certain rastat products and equipment in the U.S. The cassian of the Unified C@p is tc
provide the lowest possible sustainable stiglivered prices for restaurant products and eqeigmThis arrangement combines
purchasing power of the Company and franchiseauwestts in the U.S., which the Company believekfuither leverage the systel
scale to drive cost savings and effectiveness énpirchasing function. In 2000, purchasing voluroe the Unified Cosp wa:
approximately $3.6 billion, making it the largestrghasing cooperative of its kind in the QSR industhe Company also beliey
that the Unified Cap has resulted (and should continue to resul@nireven closer alignment of interests and a strorajationshi
with its franchisee community.

To ensure the wholesomeness of all food prisdstippliers are required to meet or exceed sjtiatity control standards. Long-
term contracts and longrm vendor relationships have been used to emsaitability of products. The Company has not eiqarec
any significant continuous shortages of suppliesl, @ternative sources for most of these produetgyanerally available. Prices p
for these supplies may be subject to fluctuatiorheW prices increase, the Company may be able ® @asuch increases to
customers, although there is no assurance thibeaone in the future.

Historically, many food products, paper andkaaing supplies, and equipment used in the operati the Company's restaure
were distributed to individual Company units by 8i@o Food Services ("PFS"), which was PepsiCotaueant distribution operatir
prior to its disposition in 1997 as described bel®¥S also sold and distributed these same itemsatty franchisees and licens
that operate in the three restaurant systems, thptigcipally to Pizza Hut and Taco Bell franchi8egnsed units in the U.S. In M
1997, KFC, Pizza Hut and Taco Bell entered intiva-year Sales and Distribution Agreement with PFSistridute the majority ¢
their food and supplies for Company stores, subjecPFS maintaining certain performance levels. Bades and Distributic
Agreement became effective upon the closing of ghke by PepsiCo of the distribution business of R&FRmeriServe Foc
Distribution, Inc. ("AmeriServe"), a subsidiary ldblberg Industries, Inc., pursuant to a definitagreement dated as of May 23, 1!
as amended.
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Effective as of November 1, 1998, Tricon, KH@izza Hut and Taco Bell entered into an amendet] rastated Sales a
Distribution Agreement with AmeriServe (the "Amedd@&meriServe Agreement”) which provided for a twodaonehalf yea
extension of the term of the original agreemenhWES through January 2005, as well as an additiameand onehalf year renew:
option that could extend the contract, based orketaates, through July 2007. The Amended Ameri&égreement substantia
modified the way in which distribution fees areatdted, and included incentives for utilizing meféicient distribution practices |
both parties. Under the terms of the Amended Aneeri& Agreement, Company KFC, Pizza Hut and TacbrBstaurants in the U.
could generally not use alternative distributors.

On January 31, 2000, AmeriServe filed for ectibpn under Chapter 11 of the U.S. Bankruptcy Cédplan of reorganization f
AmeriServe (the "POR") was approved by the U.S.kBaptcy Court on November 28, 2000. The POR pravifte the sale of tt
AmeriServe U.S. distribution business to McLane @any, Inc., a subsidiary of Walart ("McLane"), effective on November :
2000. In connection with this sale, the Companyedrto, among other things, an extension of therieé AmeriServe Agreeme
through October 31, 2010. Beginning on November28M0, McLane assumed all supply and distributesponsibilities under tl



Amended AmeriServe Agreement, as well as underiluligsion agreements covering a substantial portibthe Pizza Hut and Ta
Bell franchise system, and, to a lesser extentK#@ franchise system.

A discussion of the impact of the AmeriSenamkruptcy on the Company is contained in Note 2fh&oConsolidated Financ
Statements on pages 69 through 71.

Tricon, KFC, Pizza Hut, Taco Bell and TRI haleo entered into multi-year agreements with P€aséd Company regarding t
sale of Pepsi-Cola beverage products at Compangssto

Sale of Non-Core Concepts

In late 1996, the Company set a strategy tofchuman and financial resources on growing thes snd profitability of its col
Concepts. As a result, the noare restaurant businesses of California Pizzahkiic Chevys Mexican Restaurant, D'Ange
Sandwich Shops, East Side Mario's and Hot 'n Nadigctively, the "Noneore Businesses") were sold in 1997. The operatid
these Non-core Businesses were not material togheations of Tricon.

Trademarks and Patents

The Company has numerous registered traderaackservice marks. The Company believes that méthyese marks, including
Kentucky Fried Chicken®, KFC®, Pizza Hut® and T&elI® trademarks, have significant value and are matgriaportant to it:
business. The Company's policy is to pursue registr of its important trademarks whenever feasild to oppose vigorously
infringement of its trademarks. The use of the Canys trademarks by franchisees and licenseesd@asduthorized in KFC, Piz
Hut and Taco Bell franchise and license agreemeéhtder current law and with proper use, the Comjzanghts in its trademarks ¢
generally last indefinitely. The Company also hagain patents on restaurant equipment, which,emraluable, are not material to
business.

Working Capital

Information about the Company's working cdpgancluded in MD&A in Part Il, Item 7, pages i®rough 37 of this Form 1K-
and the Consolidated Statements of Cash FlowsrinlPdem 8, pages 38 through 75 of this FormKLO-
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Customers
The Company's business is not dependent uporgke customer or small group of customers.
Seasonal Operations
The Company does not consider its operatiofetseasonal to any material degree.
Backlog Orders
Company restaurants have no backlog orders.
Government Contracts

No material portion of the Company's busiriessibject to renegotiation of profits or termioatiof contracts or subcontracts at
election of the U.S. government.

Competition

The overall food service industry and the Q&Rment are intensely competitive with respectomdfquality, price, servic
convenience, restaurant location and concept. &staurant business is often affected by changesrnisumer tastes; national, regic
or local economic conditions; currency fluctuatipdemographic trends; traffic patterns; the typember and location of competi
restaurants; and disposable purchasing power. Bhep@ny competes within each market with nationdl rgional chains as well
locally-owned restaurants, not only for customers, but faismanagement and hourly personnel, suitableegtalte sites and qualifi
franchisees.

Research and Development ("R&D")

The Company operates R&D facilities in LoulgyiKentucky; Dallas, Texas; and Irvine, Calif@nirhe Company expensed :



million in both 2000 and 1999 and $21 million in9Bfor R&D activities. From time to time, independeuppliers also condt
research and development activities for the beoéfite Tricon restaurant system.

Environmental Matters

The Company is not aware of any federal, statecal environmental laws or regulations thall miaterially affect its earnings
competitive position, or result in material capiédpenditures. However, the Company cannot preleteffect on its operations
possible future environmental legislation or regjoles. During 2000, there were no material captgbenditures for environmen
control facilities and no such material expendisusee anticipated.

Government Regulation

U.S The Company is subject to various federal, statelacal laws affecting its business. Each of thenfany's restaurants m
comply with licensing and regulation by a numbego¥ernmental authorities, which include healtmjtsdion, safety and fire agenc
in the state or municipality in which the restaursnlocated. In addition, each of the Tricon opiegcompanies must comply w
various state laws that regulate the franchisoréinésee relationship. To date, the Company hadeen significantly affected by a
difficulty, delay or failure to obtain required éinses or approvals.
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A small portion of Pizza Hut's net sales isilaitable to the sale of beer and wine. A liceisseequired in most cases for each
that sells alcoholic beverages (in most cases,noanmual basis) and licenses may be revoked oresdsgd for cause at any tir
Regulations governing the sale of alcoholic bevesaglate to many aspects of restaurant operatiocisding the minimum age
patrons and employees, hours of operation, adirggtisvholesale purchasing, inventory control anddiiag, storage and dispens
of alcoholic beverages.

The Company is also subject to federal anig $@vs governing such matters as employment apgzactices, overtime, tip crec
and working conditions. The bulk of the Companyisppyees are paid on an hourly basis at ratesecklat the federal minimu
wage.

The Company is also subject to federal anig sthild labor laws which, among other things, jiodtthe use of certain "hazardc
equipment” by employees 18 years of age or youriger.Company has not to date been materially adleasfected by such laws.

The Company continues to monitor its facifitior compliance with the Americans With Disabdgi Act ("ADA") in order ti
conform to its requirements. Under the ADA, the @amy could be required to expend funds to modffyestaurants to better prov
service to, or make reasonable accommodation frethployment of, disabled persons. We believe ¢kpenditures, if require
would not have a material adverse effect on the @amy's operations.

International. Internationally, the Company's restaurants areestittp national and local laws and regulations White similar t
those affecting the Company's U.S. restaurantdudimg laws and regulations concerning labor, teanitation and safety. T
international restaurants are also subject tofsaaifid regulations on imported commodities and@gent and laws regulating fore
investment. International compliance with enviromtad requirements has not had a material advefeetedn the Company's rest
of operations, capital expenditures or competifigsition.

Employees

As of year-end 2000, the Company employed @@€;000 persons, approximately 70 percent of whare partime employee:
Over 65 percent of the Company's employees areagreghlin the U.S. The Company believes that it mtesiworking conditions a
compensation that compare favorably with thoseopiincipal competitors. Most Company employees @aid on an hourly bas
The Company's nokkS. employees are subject to numerous labor cbrelationships that vary due to the diverse celuin whicl
the Company operates. The Company considers itfogegrelations to be good.

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

Financial information about International abdS. markets is incorporated herein by referencenfiSelected Financial Da
MD&A and the related Consolidated Financial Statetaeand footnotes in Part Il, Item 6, page 17; Raftem 7, pages 18 throu
37; and Part Il, Iltem 8, pages 38 through 75, retsay, of this Form 10-K.

Item 2. Properties.

As of yearend 2000, Tricon Concepts owned approximately 1,800 leased approximately 2,700 units in the Ua8d TRI owne
approximately 400 and leased approximately 1,406 wutside the U.S. Company restaurants in the Wtfich are not owned are gener
leased for initial terms of 15 or 20 years and galhehave renewal options; however, Pizza Hutwagli/carryout units in the U.S. generi



are leased for significantly shorter initial termigh short renewal options. Pizza Hut leases T&id Pizza Hut's corporate
9

headquarters in Dallas, Texas. Taco Bell leaseifsorate headquarters in Irvine, California arflCKowns its corporate headquarters a
research facility in Louisville, Kentucky. In adidib, Tricon leases office facilities for accountisgrvices in both Louisville, Kentucky, &
Albuquerque, New Mexico. Additional information alidche Company's properties is included in the Glidated Financial Statements
footnotes in Part Il, Item 8, pages 38 throughofhis Form 10-K.

The Company believes that its properties ametplly in good operating condition and are sigtdbr the purposes for which they
being used.

Item 3. Legal Proceedings.

The Company is subject to various claims amttingencies related to lawsuits, taxes, real estatvironmental and other matters arisir
the normal course of business. The following igiafldescription of the more significant of theseegories of lawsuits and other matt
Except as stated below, the Company believes higatitimate liability, if any, in excess of amouaiseady provided for in these matter:
not likely to have a material adverse effect onGloenpany's annual results of operations, finarcoallition or cash flows.

Franchising

A substantial number of the restaurants ohediche Concepts are franchised to independerihésses operating under arrangements
the Concepts. In the course of the franchise meiatiip, occasional disputes arise between the Coyrguad its franchisees relating to a br
range of subjects, including, without limitatioryality, service, and cleanliness issues, contestiegarding grants, transfers or terminat
of franchises, territorial disputes and delinquestments.

Suppliers

The Company, through approved distributorscipases food, paper, equipment and other restasugpiies from numerous indepenc
suppliers throughout the world. These suppliersragrired to meet and maintain the Company's stdedind specifications. On occas
disputes arise between the Company and its supptiara number of issues, including, but not limited compliance with produ
specifications and the Company's business reldtipngith suppliers.

Employees

At any given time, the Company employs hundrefithousands of persons, primarily in its resiats. In addition, thousands of pers
from time to time, seek employment with the Compamgl its restaurants. From time to time, disputéseaegarding employee hirir
compensation, termination and promotion practices.

Like some other retail employers, Pizza Hut @aco Bell recently have been faced in a few stafiéh allegations of purported classéde
wage and hour violations.

On May 11, 1998, a purported class action latnagyainst Pizza Hut, Inc., and one of its frasebs, PacPizza, LLC, entitidduardo, et a
v. Pizza Hut, Inc., et al.("Aguardo") was filed in the Superior Court oktiState of California of the County of San Franzisthe lawsu
was filed by three former Pizza Hut restaurant ganeanagers purporting to represent approximated@0 current and former Califor
restaurant general managers of Pizza Hut and PacRirC. The lawsuit alleges violations of stategeaand hour laws involving unpi
overtime wages and vacation pay and seeks an ufisdeamount in damages. On January 12, 2000, thartCcertified a class
approximately 1,300 current and former restauramegal managers. The Court amended the class enlJi#000 to include approximat
150 additional current and former restaurant gdnera
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managers. This lawsuit is in the early discoverggeh and no trial date has been set.

On August 29, 1997, a class action lawsuifregal aco Bell Corp., entitled Bravo, et al. v. ®d8ell Corp., ("Bravo") was filed in th
Circuit Court of the State of Oregon of the CouatyMultnomah. The lawsuit was filed by two formeacb Bell shift managers purporting
represent approximately 17,000 current and fornoerlli employees statewide. The lawsuit allegesafiohs of state wage and hour la
principally involving unpaid wages including ovent, and rest and meal period violations, and saeksnspecified amount in damag
Under Oregon class action procedures, Taco Bellallasved an opportunity to "cure" the unpaid wage &our allegations by openiny
claims process to all putative class members poicertification of the class. In this cure progégaco Bell has currently paid out less tha
million. On January 26, 1999, the Court certifiedass of all current and former shift managers et members who claim one or mor
the alleged violations. A trial date of Novembed 299 was set. However, on November 1, 1999, thetG@ssued a proposed order postpo
the trial and establishing a |-trial claims process. The final order regarding ¢fems process was entered on January 14, 20@0. Bel




moved for certification of an immediate appeallué Courterdered claims process and requested a stay @réioeedings. This motion w
denied on February 8, 2000. Taco Bell appealeddhddsion to the Supreme Court of Oregon and thertCdenied Taco Bell's Writ
Mandamus on March 21, 2000. A Coapproved notice and claim form was mailed to apipnakely 14,500 class members on Januar
2000. A Court ordered preral claims process went forward, and hearingsewseld for claimants employed or previously emptbym
selected Taco Bell restaurants. After the initiehtings, the damage claims hearings were discattintrial began on January 4, 2001.
March 9, 2001, the jury reached verdicts on thestrtiive issues in this matter. A number of themelicts were in favor of the Taco E
position; however, certain issues were decidecworf of the plaintiffs. A number of procedural issuincluding possible appeals, remai
determine the ultimate damages in this matter.

We have provided for the estimated costs efAQuardo and Bravo litigations, based on a prameodf eligible claims (including clain
filed to date, where applicable), the cost of eabiible claim, the estimated legal fees incurrgdptaintiffs and the results of settlem
negotiations in these and other wage and houatitig matters. Although the outcome of these latsstannot be determined at this time
believe the ultimate cost of these cases in excksise amounts already provided will not be mateigaour annual results of operatic
financial condition or cash flows. Any provisionave been recorded in unusual items.

On October 2, 1996, a class action lawsuitreyd aco Bell Corp., entitled Mynaf, et al. v. BaBell Corp.was filed in the Superior Col
of the State of California of the County of Santar@. The lawsuit was filed by two former restatrganeral managers and two fori
assistant restaurant general managers purportimgpi@sent all current and former Taco Bell restatigeneral managers and assi
restaurant general managers in California. The Uévedleged violations of California wage and hdaws involving unpaid overtime wag
and violations of the State Labor Code's redardping requirements. The complaint also includedr#air business practices claim. Plain
claimed individual damages ranging from $10,008160,000 each. On September 17, 1998, the cotifieda class of approximately 3,C
current and former assistant restaurant generahgeana and restaurant general managers. Taco Biglbped the appellate court to review
trial court's certification order. The petition wdsnied on December 31, 1998. Taco Bell then fdqzktition for review with the Califorr
Supreme Court, and the petition was subsequentiiedeClass notices were mailed on August 31, 1898ver 3,400 class members. T
began on January 29, 2001. Before conclusion ofrtak the parties reached an agreement to dbidematter, and entered into a stipula
of discontinuance of the case. This settlementeageat is subject to approval by the court of tengeand conditions of the agreement
notice to the class with an opportunity to objead &e heard. We have provided for the costs ofsistitement in unusual items.
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Customers

The Company's restaurants serve a large amdséi crossection of the public and in the course of sengngnany people, disputes a
regarding products, service, accidents and othéensaypical of large restaurant systems suchasetof the Company.

Intellectual Property

The Company has registered trademarks andceemarks, many of which are of material importateehe Company's business. Fi
time to time, the Company may become involvedtigdition to defend and protect its use of suchsteged marks.

Other Litigation

In 1993, C&F Meat Packing Co., Inc., a Chicageat packing company ("C&F"), filed an action agaiPizza Hut in the United Sta
District court for the Northern District of lllinsi entitled C&F Packing Co., Inc. v. Pizza Hut, Ifdis lawsuit alleges that Pizza t
misappropriated various trade secrets relating&®&'€ alleged process for manufacturing a precodkaihn sausage pizza topping. C&
trade secret claims against Pizza Hut were orilyindismissed by the trial court on statute of latibns grounds. That ruling was le
overturned by the U.S. Court of Appeals for the @fatl Circuit in August 2000 and the case was remdrd the trial court for furth
proceedings. On remand, Pizza Hut moved for sumruattgment on its statute of limitations defenseafTimotion was denied in Janu
2001. This lawsuit is in the discovery phase andriabdate has been set. Similar trade secretnsl@igainst another defendant were tried
jury in late 1998 and the jury returned a verdat €&F. Judgment on that verdict was affirmed by thS. Court of Appeals for the Fed:
Circuit in August 2000.

The Company believes that C&F's claims aréhaut merit and is vigorously defending the caseweler, in view of the inhere
uncertainties of litigation, the outcome of thisseacannot be predicted at this time. Likewise, dheunt of any potential loss cannot
reasonably estimated.

Item 4. Submission of Matters to a Vote d@ecurity Holders.
None.
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Executive Officers of the Registrani



The executive officers of the Company as ofdfidl9, 2001, and their ages and current positsndf that date are as follows:

Name Age Position
David C. Novak 48 Chairman of the Board and Chief Executive Offi
David J. Denc 43 Chief Financial Officel
Gregg G. Dedricl 41 Executive Vice President, People and Shared Ser
Aylwin B. Lewis 46 Executive Vice President, Operations and New Bussiizevelopmer
Christian L. Campbe 50 Senior Vice President, General Counsel and Segr
Jonathan D. Blur 42 Senior Vice Presider- Public Affairs
Charles E. Rawley, I 50 Chief Development Office
Brent A. Woodforc 38 Vice President and Controll
Peter A. Bass 51 President, Tricon Restaurants Internatic
Cheryl A. Bachelde 44 President and Chief Concept Officer, K
Michael S. Rawling: 46 President and Chief Concept Officer, Pizza
Emil J. Brolick 53 President and Chief Concept Officer, Taco |
Peter R. Heal 49 Executive Vice President, Tricon Restaurants Irstgonal
Mark S. Coshby 42 Chief Operating Officer, KF(
Michael A. Miles, Jr 39 Chief Operating Officer, Pizza H
Robert T. Nilser 41 Chief Operating Officer, Taco Be

David C. Novakis Chairman of the Board and Chief Executive OffigETricon. He has served in this position sinaauhry 2001. Fro
December 1999 to January 2001, Mr. Novak servedies Chairman of the Board, Chief Executive Offi@erd President of Tricon. Fr¢
October 1997 to December 1999, he served as Viedn@an and President of Tricon. Mr. Novak previgustrved as Group President
Chief Executive Officer, KFC and Pizza Hut from Awsf) 1996 to July 1997. Mr. Novak joined Pizza HutlB86 as Senior Vice Presidt
Marketing. In 1990, he became Executive Vice PedidMarketing and National Sales, for Pepsla Company. In 1992 he became C
Operating Officer, Pepsi-Cola North America, and 894 he became President and Chief Executive @fiEKFC North America.

David J. Denois Chief Financial Officer of Tricon. He has seniadhis position since November 1999. From AudiL897 to Novemb
1999, Mr. Deno served as Senior Vice PresidentGinidf Financial Officer of Tricon Restaurants Imational. From August 1996 to Aug
1997, Mr. Deno served as Senior Vice PresidentGinidf Financial Officer for Pizza Hut. From 1994Aagust 1996, Mr. Deno was Divisi
Vice President for the Southeast Division of Piklzd. Mr. Deno joined Pizza Hut in 1991 as Vice Rtest and Controller.
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Gregg R. Dedrickis Executive Vice President, People and Sharedi&er¥or Tricon. From July 1997 to November 1998 skerved ¢
Senior Vice President and Chief People Officer. Dledrick previously served as Senior Vice Presiddnman Resources, for Pizza Hut
KFC, a position he assumed in 1996. Mr. Dedrickgdi Pepsi-Cola Company in 1981 and held variousopeel-related positions with Pepsi-
Cola from 1981 to 1994. In 1994, he became a ViesiBent, Human Resources for Pizza Hut, and ifb T1@8became Senior Vice Presic
of Human Resources for KFC.

Aylwin B. Lewis is Executive Vice President, Operations and Newirgiss Development for Tricon. From July 1997 to &aber 199¢
he served as Chief Operating Officer of Pizza WMut. Lewis previously served as Senior Vice Presid®perations for Pizza Hut, a posit
he assumed in 1996. He served in various positiwhd=C, including Senior Director of Franchisingdaviice President of restaurant Sup



Services, becoming Division Vice President, Operetifor KFC in 1993, and Senior Vice President, Newncepts for KFC in 1995. N
Lewis joined KFC in 1991 as a Regional General Mjna

Christian L. Campbell is Senior Vice President, General Counsel and &agref Tricon. He has served in this position silseptemb
1997. From 1995 to September 1997, Mr. Campbelleserns Senior Vice President, General Counsel atdetary of Owens Corning
building products company. Before joining Owensiiog, Mr. Campbell served as Vice President, Gdr@oansel and Secretary of Na
Chemical Company in Naperville, lllinois, from 1980ough 1994.

Jonathan D. Blum is Senior Vice President of Public Affairs for Toit. He has served in this position since July 19@7. Blum
previously served as Vice President of Public Affdor Taco Bell, a position that he held sincaijog Taco Bell in 1993.

Charles E. Rawley, Ill is Chief Development Officer of Tricon. He has shin this position since January 2001. From 1@9&anuar
2001, he served as President and Chief Operatifigepbf KFC, and from 1995 to 1998, he served h&f0Operating Officer of KFC. M
Rawley joined KFC in 1985 as a Director of OpernagioHe served as Vice President of Operationshi®rSouthwest, West, Northeast,
Mid-Atlantic Divisions from 1988 to 1994, when hedame Senior Vice President, Concept DevelopmeFe.

Brent A. Woodford is Vice President and Controller of Tricon. He basved in this position since April 2000. Mr. Woodf previousl:
served as Controller of Tricon Restaurants Intéonat from March 1998 to April 2000. From Octobe&d9¥ to March 1998, he served
Assistant Controller of Tricon Restaurants Inteioral. From 1993 until October 1997, he held vasifimance positions with PepsiCo
KFC's International Restaurant Division. Priordmjng the Company in 1993, Mr. Woodford was emphbypy KPMG LLP, A.G. Edwards
Sons, Inc. and Coopers and Lybrand.

Peter A. Bassiis President of Tricon Restaurants Internationa. Hds served in this position since July 1997. Bassi served i
Executive Vice President, Asia, of PepsiCo Restasrinternational from February 1996 to July 199fm 1995 to 1996 he served as Se
Vice President and Chief Financial Officer at P€gsiRestaurants International. He served as Senime President, Finance and Cl
Financial Officer at Taco Bell from 1987 to 1994e fbined Pepstola Company in 1972 and served in various managepsitions ¢
Frito-Lay, Pizza Hut and PepsiCo Food Service hdgonal.

Cheryl A. Bachelderis President and Chief Concept Officer of KFC. 8hs served in this position since January 200Dr Ri joining
KFC, Ms. Bachelder served as Executive Vice Presjdguild the Brand for Domino's Pizza LLC from &uh995 to December 2000. ¢
joined Domino's in May 1995 as Executive Vice Riesi of Marketing and Product Development. From2l&@May 1995, Ms. Bachelc
served as President of Bachelder & Associates, magement consulting firm which she founded. Fror@41® 1992, Ms. Bachelder h
various positions with the Nabisco Foods Group dRRNabisco, Inc., including Vice President and Gan®lanager of the LifeSave
Division.
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Michael S. Rawlingsis President and Chief Concept Officer of Pizza.Hté has served in this position since July 199@nF1991 t
1996, Mr. Rawlings served as Chairman, PresidethiGirief Executive Officer of DDB Needham WorldwiDellas Group, a position he h
following the merger of Tracyocke, Inc. into DDB Needham. Previously, Mr. Rawgls was General Manager and Chief Operating O
of Tracy-Locke, Inc., a position he assumed in 1989

Emil J. Brolick is President and Chief Concept Officer of Taco Beé# has served in this position since July 200@rRo joining Tact
Bell, Mr. Brolick served as Vice President of Newo®uct Marketing, Research & Strategic Planning\Wendy's International, Inc. frc
1995 to July 2000. From 1988 to 1995, he held waripositions at Wendy's including Manager, Plan@ing Evaluation and Vice Presid
Strategic Planning and Research.

Peter R. Hearlis Executive Vice President of Tricon Restauranterhational. He has served in this position sibeeember 1998. Pri
to that, he was Region Vice President for TricostRerants International in Asia Pacific, a positi@assumed in October 1997. From M
1996 to September 1997, Mr. Hearl was Regional Woesident for Tricon Restaurants Internationahweésponsibility for Australia, Ne
Zealand and South Africa. Prior to that, he wasi®& Vice President for KFC with responsibilityrfthe United Kingdom, Ireland a
South Africa, a position he assumed in January 1B8&m September 1993 to December 1994, Mr. Head Regional Vice President
KFC Europe.

Mark S. Cosby is Chief Operating Officer of KFC. He has servedhis position since January 2001. From SeptemB@7 1o Janual
2001, Mr. Coshy served as Chief Development OffafeFricon. From August 1996 to September 1997, Grsby was Senior Vice Presid
Operations Development for KFC. From March 1992\tyust 1996, he held various positions at KFC idilg Vice President of Plannir
Vice President of Purchasing, and Vice Presider®pérations for the North Central Division. Mr. ®ggoined PepsiCo with Taco Bell
1988.

Michael A. Miles, Jr. is Chief Operating Officer of Pizza Hut. He hasvserin this position since January 2000. From Mag6l tc
December 1999, Mr. Miles served as Senior ViceiBees, Concept Development and Franchise. From mbee 1994 to April 1996, he w
Division Vice President for Pizza Hut. Mr. Milesijed PepsiCo in May 1993 as Director of Stratedgmfing.



Robert T. Nilsen is Chief Operating Officer of Taco Bell. He hasv&at in this position since January 2000. From Jana899 tc
December 1999, he was Senior Vice President ancaifliag Director of Tricon Restaurants Internatiobiends in the South Pacific. Fr
October 1997 to January 1999, he served as Vicgderg and Managing Director of Tricon Restaurdntsrnational brands in the So
Pacific. From April 1996 to October 1997, Mr. Nifsevas Region Vice President of Tricon Restauramtsrhational with responsibility f
franchise operations across South Asia, the Mid@idist and Hawaii. From 1995 to April 1996, he wasitging Director for KFC and Piz
Hut in Southern Africa.

Executive officers are elected by and sentbatiscretion of the Board of Directors.
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PART Il

Item 5. Market for the Registrant's CommonStock and Related Stockholder Matters.

The Company's Common Stock trades under tibglyYUM and is listed on the New York Stock Excgan("NYSE"). The followin
sets forth the high and low NYSE composite closialg prices by quarter of the Company's CommonkStoc

2000 1999
Quarter High Low High Low
First $ 38.63 $ 25.69 $ 69.50 $ 46.00
Second 35.56 29.00 73.50 50.25
Third 32.38 23.75 56.38 35.75
Fourth 37.38 26.50 45.13 37.69

The approximate number of shareholders ofrcteobthe Company's common stock as of March 10.120@as 144,000.

The Company does not presently intend to pagehds on its common stock.
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ltem 6. Selected Financial Data.
Selected Financial Data
TRICON Global Restaurants, Inc. and Subsidiaries
(in millions, except per share and unit amounts)
Fiscal Year
200 0 1999 1998 1997 1996
Summary of Operations
System sales (a)
U.S. $ 14,5 14 $ 14516 $ 14,013 $ 13,502 $ 13,388
International 7,6 45 7,246 6,607 6,963 6,892
Total 22,1 59 21,762 20,620 20,465 20,280
Revenues
Company sales(b) 6,3 05 7,099 7,852 9,112 9,738
Franchise and license fees 7 88 723 627 578 494
Total 7,0 93 7,822 8,479 9,690 10,232

Facility actions net gain (loss)(c) 1 76 381 275 (247) 37



Unusual items(d) (2 04) (51) (15) (184) (246

Operating profit 8 60 1,240 1,028 241 372
Interest expense, net 1 76 202 272 276 300
Income (loss) before income taxes 6 84 1,038 756 (35) 72
Net income (loss) 4 13 627 445 (112) (53
Basic earnings per common share(e) 2. 81 4.09 2.92 N/A N/A
Diluted earnings per common share(e) 2. 77 3.92 2.84 N/A N/A
Cash Flow Data
Provided by operating activities $ 4 91 $ 565 $ 674 $ 810 $ 713
Capital spending 5 72 470 460 541 620
Proceeds from refranchising of restaurants 3 81 916 784 770 355
Balance Sheet
Total assets $ 41 49 $ 3,961 $ 4531 $ 5,114 $ 6,520
Operating working capital deficit (6 34) (832) (960) (1,073) (915
Long- term debt 2,397 2,391 3,436 4,551 231
Total debt 2,4 87 2,508 3,632 4,675 290
Investments by and advances from PepsiCo - - - - 4,2¢
Other Data
Number of stores at year end(a)
Company 6,1 23 6,981 8,397 10,117 11,876
Unconsolidated Affiliates 1,8 44 1,178 1,120 1,090 1,007
Franchisees 19,2 87 18,414 16,650 15,097 13,066
Licensees 3.1 63 3,409 3,596 3,408 3,147
System 30,4 17 29,982 29,763 29,712 29,096
U.S. Company same store sales growth(a)
KFC 3 )% 2% 3% 2% 6%
Pizza Hut 1% 9% 6% (1)% (4)%
Taco Bell 5 )% - 3% 2% (2)%
Blended (2 )% 4% 4% 1% N/A
Shares outstanding at year end (in millions) 1 a7 151 153 152 N/A
Market price per share at year end $ 33 00 $ 3794 $ 4763 $ 2831 N/A

N/A - Not Applicable.

TRICON Global Restaurants, Inc. and Subsidiari@g®R(CON") became an independent, publicly owned camypon October 6, 1997 throt
the spineff of the restaurant operations of its former par@epsiCo, Inc. ("PepsiCo"), to its sharehold&he historical consolidated financ
data for 1997 and 1996 was prepared as if we hat & independent, publicly owned company for thesgods. To facilitate th
presentation, PepsiCo made certain allocationssagbprieviously unallocated interest and general ahdinistrative expenses as well as
forma computations, to the extent possible, of spancome tax provisions for its restaurant segmeiscal year 2000 includes 53 we:
Fiscal years 1996 to 1999 include 52 weeks. Thected financial data should be read in conjunctigih the Consolidated Financ
Statements and the Notes thereto.

Excludes Non-core Businesses.

Declining company sales are largely the resutiwfrefranchising initiatives.

1999 and 1998 include $13 million ($10 millioteaftax) and $54 million ($33 million after-taxgapectively, of favorable
adjustments to our 1997 fourth quarter charge whiak $410 million ($300 million after-tax).

See Note 5 to the Consolidated Financial Statésrfena description of unusual items in 2000, 1888 1998. 1997 includes $120
million ($125 million after-tax) related to our 1B%ourth quarter charge and an additional $54 aril(i$34 million after-tax) related to
the 1997 disposal of the Non-core Businesses. i9%6des a $246 million ($189 million after-tax)it@down of our Non-core
Businesses. 1999 and 1998 included favorable ad@rgs to our 1997 fourth quarter charge of $1liomil($10 million after-tax) and
$11 million ($7 million after-tax), respectively.

E. EPS data has been omitted for 1997 and 1996rasapital structure as an independent, publicly @dvoompany did not exist.

O ow»
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Item 7. Management's Discussion and Analysof Financial Condition and Results of
Operations.



Introduction

TRICON Global Restaurants, Inc. and Subsid&(collectively referred to as "TRICON" or the 'f@pany") is comprised of the worldwi
operations of KFC, Pizza Hut and Taco Bell ("then€apts") and is the world's largest quick servestaurant ("QSR") company based or
number of system units. Separately, each brandsrianthe top ten among QSR chains in U.S. systdas sad units. Our 10,400 internatic
units make us the second largest QSR company eutised U.S. TRICON became an independent, publialgesl company on October
1997 (the "Spin-off Date") via a tax free distrilout of our Common Stock (the "Distribution” or "8piff") to the shareholders of our forn
parent, PepsiCo, Inc. ("PepsiCo").

Throughout Management's Discussion and Anal{$iD&A"), we make reference to ongoing operatipgfit which represents o
operating profit excluding the impact of facilitgtaons net gain, unusual items and our accountimylmuman resources policy change
1999 (collectively, the "1999 accounting changeS8e Note 5 to the Consolidated Financial Statesnfemta detailed discussion of th
exclusions. We use ongoing operating profit asyagerformance measure of our results of operationpurposes of evaluating performa
internally and as the base to forecast future perdoce. Ongoing operating profit is not a measefindd in accounting principles gener:
accepted in the U.S. and should not be considerébiation or as a substitution for measures ofopmance in accordance with accoun
principles generally accepted in the U.S.

In 2000, our international business, Tricorst&arants International ("TRI" or "Internationafigcounted for 35% of system sales, 29¢
total revenues and 29% of ongoing operating pefdluding unallocated and corporate expenses amtjfoexchange gains and losses.
anticipate that, despite the inherent risks anétally higher general and administrative expenseglired by international operations, we
continue to invest in key international marketswatibstantial growth potential.

This MD&A should be read in conjunction witkiroConsolidated Financial Statements on page®538nd the Cautionary Statement:
pages 36-37. All Note references herein refer & Notes to the Consolidated Financial Statementpages 435. Tabular amounts ¢
displayed in millions except per share and unitnt@mounts, or as otherwise specifically identified

Factors Affecting Comparability of 2000 Results tdl999

Impact of AmeriServe Bankruptcy ReorganizafRyocess

See Note 21 for a complete discussion of tiygaict of the AmeriServe Food Distribution, Inc. flAriServe") bankruptcy reorganizat
process on the Company.

Kraft Taco Shell Recall

In the fourth quarter of 2000, allegations everade by a public environmental advocacy grouptésting of corn taco shells, sold by K
Foods, Inc. ("Kraft") in grocery stores under &fise to use the Taco Bell brand name, had indidghteghresence of genetically modi
("GM™) corn which had only been approved by thelaple U.S. governmental agencies for animal corgtion. In light of the allegatior
Kraft recalled this product line. We are not awaf@ny evidence that suggests that the GM corssaiei presents any significant health ris
humans. Nonetheless, consistent with our overallityuassurance procedures, we have taken signffiaetions to ensure that our restat
supply chain is free of products containing the @n in question, and we will continue to take velvatr actions are prudent or appropria
this regard.
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Although we are unable to estimate the amowstbelieve that our Taco Bell restaurants haveeegpced a negative impact on s
following the allegations and the Kraft recall. \& not currently believe this sales impact willdustained over the long term.

Franchisee Financial Condition

Like others in the QSR industry, from timetiime, some of our franchise operators experienanttial difficulties with respect to th
franchise operations. At present, certain of oanc¢hise operators, principally in the Taco Belltsys are facing varying degrees of finan
problems, primarily as a result of declines in steales in the Taco Bell system, which we beliesreehbeen exacerbated by the gro
product recalls of corn taco shells by Kraft in fbarth quarter of 2000.

Depending upon the facts and circumstanceadf situation, and in the absence of an improvemesusiness trends, there are a nur
of potential resolutions of these financial issuesluding a sale of some or all of the operat@&aurants to us or a third party, a restruct
of the operator's business and/or finances, dhdrmore unusual cases, bankruptcy of the operatsrour practice to proactively work w
financially troubled franchise operators in anm@ipeto positively resolve their issues.

Taco Bell has established a $15 million loamgpam for those franchisees in need of skent assistance due to the recent sales de
in the Taco Bell system. Through February 200X ginogram has aided approximately 75 franchiseesriwy approximately 1,500 Taco E
restaurants. Additionally, Taco Bell is in variosigges of discussions with a number of other Taelb fBanchisees and their lenders.



believe that many of these franchisees will requiagious types of business and/or financial restmimy. Based on currently availa
information, we believe that this group of franes represents approximately 1,000 Taco Bell remtiial

In 2000, we charged approximately $26 millionongoing operating profit for expenses relatedh financial situation of certain Te
Bell franchisees. These expenses, which relategpilynto allowances for doubtful franchise and tise fee receivables, were reporte
general and administrative expenses. On an ondodsis, we assess our exposure from frandieisged risks which include estima
uncollectibility of accounts receivable relateditanchise and license fees, contingent lease ili@si| guarantees to support certain third
financial arrangements with franchisees and paikwtaims by franchisees. The contingent leasdlili@s and guarantees are more fi
discussed in the Contingent Liabilities sectioNote 21. Although the ultimate impact of these étane financial issues cannot be predi
with certainty at this time, we have provided far gurrent estimate of the probable exposure tdhmpany as of December 30, 2000.
reasonably possible that there will be additiorsits which could be material to quarterly or anmaaults of operations, financial conditior
cash flows.

Based on the information currently availaldeus, we have budgeted for an estimate of expesmsg<apital expenditures that may
required to address this situation. However, theoTRell franchise financial situation poses certagks and uncertainties to us. The n
significant of these risks and uncertainties arscdbed below. Significant adverse developmentthis situation, or in any of these risks
uncertainties, could have a material adverse impaaciur quarterly or annual results of operatidinsincial condition or cash flows.

We intend to continue to proactively work withancially troubled franchise operators in areaipt to positively resolve their issL
However, there can be no assurance that the nuaflfesinchise operators or restaurants experienfivencial difficulties will not chang
from our current estimates. Nor can there be asyrasce that we will be successful in resolvingificial issues relating to any spec
franchise operator. Additionally, there can be ssuaance that resolution of these financial issu#snot result in Taco Bell purchasing
significant number of restaurants from financiatlyubled Taco Bell franchise operators.
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Unusual ltems

We recorded unusual items of $204 million @haillion after-tax), $51 million ($29 million afteaax) and $15 million ($3 million after-
tax) in 2000, 1999 and 1998, respectively. See Bdtz a detailed discussion of our unusual items.

Fifty-third Week in 2000

Our fiscal calendar results in a fifty-thirce®k every 5 or 6 years. Fiscal year 2000 includéttyathird week in the fourth quarter. T
following table summarizes the estimated impadheffifty-third week on system sales, revenuesa@rgbing operating profit:

u.s. Inter national Unallocated Total
System sales $ 230 $ 65 $ - $ 295
Revenues
Company sales $ 58 $ 18 $ - $ 76
Franchise fees 9 2 - 11
Total Revenues $ 67 $ 20 $ - $ 87

Ongoing operating profit

Franchise fees $ 9 % 2 $ - $ 1
Restaurant margin 11 4 - 15
General and administrative

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

The estimated favorable impact in net inconas $10 million or $0.07 per diluted share.

Store Portfolio Strategy

Beginning in 1995, we have been strategiaatjucing our share of total system units by sel@mgnpany restaurants to existing and
franchisees where their expertise can generallyieberaged to improve our overall operating perfarogg while retaining Compa
ownership of key U.S. and International marketsisTgortfolic-balancing activity has reduced, and will continoeréduce, our report



revenues and restaurant profits and has incre&sethiportance of system sales as a key performamasure. We expect to substanti
complete our refranchising program in 2001.

The following table summarizes our refranaigsactivities for the last three years:

2000 1999 1998
Number of units refranchised 757 1,435 1,373
Refranchising proceeds, pre-tax $ 381 $ 916 $ 784
Refranchising net gains, pre-tax $ 200 $ 422 $ 279

In addition to our refranchising program, wavé been closing restaurants over the past seyeaas. Restaurants closed include |
performing restaurants, restaurants that are reddda a new site within the
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same trade area or U.S. Pizza Hut delivery unibsalidated with a new or existing dine-in tradistore within the same trade area.
The following table summarizes Company stdoswre activities for the last three years:

2000 1999 1998

Number of units closed 208 301 572
Store closure costs (credits)(a) $ 10 $ 13 $ (27)
Impairment charges for stores to be closed in t hefuture $ 6 $ 12 $ 6

A. Includes favorable adjustments to our 1997 foguthrter charge of $9 million in 1999 and $56 roiilin 1998.

The impact on ongoing operating profit arisfrgm our refranchising and store closure initiaivas well as the contribution of Comp
stores to a new unconsolidated affiliate as desdrib the Impact of New Unconsolidated Affiliatec8on (the "Portfolio Effect”), represe
the net of (a) the estimated reduction in Compagss restaurant margin and general and adminigrakpenses ("G&A"), (b) the estima
increase in franchise fees and (c) the equity iredhoss) from investments in unconsolidated aféa("equity income"). The amou
presented below reflect the estimated impact fromnes that were operated by us for all or someigorwf the comparable period in -
respective previous year and were no longer opgtatels as of the last day of the respective year.

The following table summarizes the estimagagnue impact of the Portfolio Effect:

2 000
US. Inter national Worldwide
Reduced sales é _-(-8-58) $ (246) $(1084)
Increased franchise fees 39 13 52
Reduction in total revenues $ (799) $ (233) $(1032)
1 999
US. Inter national Worldwide
Reduced sales :$ (-1065) $ (201) $(1266)
Increased franchise fees 51 9 60

Reduction in total revenues  $ (1,014) $ (192) $ (1,206)
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The following table summarizes the estimategddct on ongoing operating profit of the Portfdifiect:

2 000
U.S. Inter national Worldwide
Decreased restaurant margin =~ $ (90) $ (25) $ (115)
Increased franchise fees 39 13 52
Decreased G&A 11 6 17
Equity income (loss) - (1) (1)
(Decrease) in ongoing operating
profit $ (40) $ 7 $ @7
1 999
U.S. Inter national Worldwide
Decreased restaurant margin ~ $ (108) $ (18) $ (126)
Increased franchise fees 51 9 60
Decreased G&A 17 10 27

(Decrease) increase in ongoing
operating profit $ (40) $ 1 $ (39

The estimated interest savings resulting ftbm reduction of average debt with the net afi@rcash proceeds from our refranchi:
activities largely mitigated the above reductioroilgoing operating profit.

Results of Operations

Worldwide Results of Operations

% B( W) % B(W)

2000 VS. 1999 1999 vs. 1998
System sales(a) $ 22,159 2 $ 21,762 6
Revenues
Company sales $ 6,305 ( 11) $ 7,099 (10)
Franchise and license fees 788 9 723 15
Total Revenues $ 7,093 9) $ 7,822 (8)
Company restaurant margin $ 954 ( 13) $ 1,001 3
% of sales 15.1% (0.3) ppts. 15.4% 1.9 ppts.
Ongoing operating profit $ 888 1 $ 881 15
Accounting changes(b) - NM 29 NM
Facility actions net gain 176 ( 54) 381 38
Unusual items (204) NM (51) NM
Operating Profit 860 ( 31) 1,240 21
Interest expense, net 176 13 202 26
Income Tax Provision 271 34 411 (32)
Net Income $ 413 ( 34) $ 627 41

Diluted Earnings Per Share $ 2.77 ( 29) $ 3.92 38



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

B. See Note 5 for a discussion of the 1999 accogmiranges.
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Worldwide Restaurant Unit Activity
Unconsolid ated
Company  Affiliat es Franchisees Licensees Total
Balance at Dec. 26, 1998 8,397 1,120 16,650 3,596 29,763
Openings & Acquisitions 323 83 858 586 1,850
Refranchising & Licensing  (1,435) (5) 1,443 3) -
Closures (301) (20) (434) (646) (1,401)
Other (3) - (103) (124) (230)
Balance at Dec. 25, 1999 6,981 1,178 18,414 3,409 29,982
Openings & Acquisitions 370 108 960 324 1,762
Refranchising & Licensing (757) (9) 775 9) -
Closures (208) (53) (505) (561) (1,327)
Other(a) (263) 620 (357) - -
Balance at Dec. 30, 2000(b) 6,123 1,844 19,287 3,163 30,417
% of total 20.1% 6.1% 63.4% 10.4% 100.0%

A. Primarily includes 320 Company units and 329 Ehasee units contributed in connection with thexfation of a new unconsolidated
affiliate in Canada as well as 57 units acquiredhgyCompany from Unconsolidated Affiliates andrietasees.

B. Includes 38 Company units approved for closureniotiyet closed at December 30, 2000.

Worldwide System Sales

System sales increased $397 million or 2% 0002 after a 1% unfavorable impact from foreignrency translation. Excluding t
negative impact of foreign currency translation #mel favorable impact of the fiftshird week, system sales increased 1%. This ineress
driven by new unit development, partially offsetdigre closures and same store sales declines.

In 1999, system sales increased $1.1 billio6%. The improvement was driven by new unit deprlent and same store sales gro
U.S. development was primarily at Taco Bell whitkéernational development was primarily in Asia. Tierease was partially offset by st
closures.

Worldwide Revenues

Company sales decreased $794 million or 112000. As expected, the decline in Company salesprienarily due to the Portfolio Effe
partially offset by the favorable impact from theyf third week in 2000. Excluding these items, Compsalgs increased 4%. This incre
was primarily due to new unit development and fabée Effective Net Pricing, partially offset by vohe declines. Effective Net Prici
includes increases or decreases in price and fibet ef changes in product mix.

Franchise and license fees increased approedyn®65 million or 9% in 2000. The increase waweln by units acquired from us and r
unit development, partially offset by store closuaid franchisee same store sales declines in.BieTe negative impact of foreign curre
translation was essentially offset by the favorafpact from the fift-third week in 2000



Company sales decreased $753 million or 109%49@9. As expected, the decline in Company sales duee to the Portfolio Effe
Excluding the Portfolio Effect, Company sales irmsed 8%. The increase was
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primarily due to new unit development, favorabléeEfive Net Pricing and volume increases in the. @il International. The volume
increase in the U.S. was led by the launch of "BigeNew Yorker" pizza.

Franchise and license fees grew $96 milliorls¥ in 1999. The growth was primarily driven byitaracquired from us and new t
development, primarily in Asia and at Taco Beltlie U.S., partially offset by store closures bynfifsisees and licensees.

Worldwide Company Restaurant Margin

2000 1999 1998
Company sales 100.0% 100.0% 100.0%
Food and paper 30.8 315 32.1
Payroll and employee benefits 27.7 27.6 28.6
Occupancy and other operating expenses 26.4 25.5 25.8
Restaurant margin 15.1% 15.4% 13.5%

Restaurant margin as a percentage of salesabmrl approximately 25 basis points in 2000, @iolythe unfavorable impact of 15 bz
points from lapping the 1999 accounting changestd&eant margin included 70 basis points relateitheécfavorable impact of the Portfc
Effect. Excluding the net effect of these itemsr base restaurant margin declined approximatelp&gs points. Approximately 40 be
points of this decrease resulted from the favoraBl@9 U.S. insuranceelated adjustments of $30 million, which are miully discussed i
Note 21. The remaining decrease was primarily duwedecline in U.S. restaurant margin, as discusstite U.S. Restaurant Margin secti

In 1999, our restaurant margin as a percertgales increased approximately 190 basis paliis.Portfolio Effect contributed nearly
basis points and accounting changes contributetbginpately 15 basis points to our improvement. Baalg these items, our base restat
margin increased approximately 125 basis pointss fhprovement was primarily attributable to Efiget Net Pricing in excess of ci
increases (primarily higher wage rates) in the lR&staurant margin also benefited from improvedifand paper cost management in
the U.S. and certain key International equity mexk€olume increases at Pizza Hut in the U.S. anzkrtain key International equity mark
were fully offset by volume declines at Taco Belbahe unfavorable impact of the introduction ofiés margin chicken sandwiches at K
in the U.S.

Worldwide General & Administrative Expenses

G&A declined $41 million or 4% in 2000. Excind the benefit from lapping the 1999 accountingraies, ongoing G&A decreased
million or 6%. The decrease was primarily due wwdoincentive compensation expense and Year 20618 es well as the favorable impac
the Portfolio Effect. Reduced spending on confeesralso contributed to the decline. The decreasepatially offset by higher franchise-
related expenses, primarily allowances for doulftichise and license fee receivables, as mokhg didcussed in the Franchisee Finar
Condition section. G&A included Year 2000 spendifigpproximately $2 million in 2000 as compare@pproximately $30 million in 1999.

In 1999, G&A decreased $21 million or 2%. Extihg the $18 million favorable impact of the 198&ounting changes, G&A decrea
$3 million. The favorable impacts of the Portfolidfect, our fourth quarter 1998 decision to stréamlour international business and
absence of costs associated with relocating cesfa@nations from Wichita, Kansas in 1998 were pHytioffset by higher strategic and other
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corporate expenses. In addition, higher spendingparferences and the absence of favorable costepcagreements with AmeriServe and
PepsiCo also partially offset the decreases discuakove.

Worldwide Other (Income) Expense

2000 1999 1998

Equity income $ (25) % (19) $ (18)
Foreign exchange net loss (gain) - 3 (6)




Other (income) expense $ (25 % (16) $ (24)

Other (income) expense increased $9 millioB5%6 in 2000. The increase in equity income wasarily due to improved results of ¢
unconsolidated affiliates in Japan, the United Kimg and China.

In 1999, other (income) expense declined #8amior 31%. The decline was primarily due to figreexchange losses in 1999 versus ¢
in 1998 related to U.S. dollar denominated shartitmmvestments in Canada.

Worldwide Facility Actions Net Gain

We recorded facility actions net gain of $1#élion in 2000, $381 million in 1999 and $275 ol in 1998. See the Store Portft
Strategy section for more details regarding ourarethising and closure activities and Note 5 fauemmary of the components of faci
actions net gain by operating segment.

Impairment charges for stores that will conérto be used in the business were $8 million B02€bmpared to $16 million in 1999 ¢
$25 million in 1998 reflecting fewer underperformistores. As a result of the adoption of the SEH@&pretation of Statement of Finan
Accounting Standards No. 121 "Accounting for thepiinment of Long-ived Assets" ("SFAS 121") in 1998, we perform inrpeen
evaluations when we expect to actually close aesbmyond the quarter in which our closure decis®omade. This change resultec
additional impairment charges of $6 million in 20&12 million in 1999 and $6 million in 1998. Undeur prior accounting policy, the
impairment charges would have been included irestlosure costs in the quarter in which the closi@@sion was made.

Worldwide Ongoing Operating Profit

% B(W) % B(W)
2000 vs. 1999 1999  vs. 1998

U.S. ongoing operating profit $ 742 9) $ 813 10
International ongoing operating profit 309 16 265 39
Foreign exchange net loss - NM 3) NM
Ongoing unallocated and corporate

expenses (163 ) 16 (194) (14)
Ongoing operating profit $ 888 1 $ 881 15

The changes in U.S. and International ongojmeyating profit for 2000 and 1999 are discussdtiérrespective sections below.

Ongoing unallocated and corporate expenseseased $31 million or 16% in 2000. The decline wamarily due to lower Year 20l
spending and lower incentive compensation expense.
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In 1999, ongoing unallocated and corporateengps increased $25 million or 14%. The increasedsigen by higher strategic and ot
corporate spending, system standardization invedtspending and the absence of favorable cost eegagreements from AmeriServe .
PepsiCo. These increases were partially offsehbyabsence of costs associated with relocatinginest our operations from Wichita, Kan
in 1998.

Worldwide Interest Expense, Net

2000 1999 1998
Interest expense $ 190 $ 218 $ 201
Interest income (14) (16) (29)
Interest expense,net $ 176 $ 202 $ 272

Our net interest expense decreased $26 mitiol3%. The decline was due to a lower average aefstanding in 2000 as compare!



1999, partially offset by an increase in intereges on our variable rate debt. As discussed ire 124t the interest expense on increms
borrowings related to the AmeriServe bankruptcyganization process of $9 million has been incluieghusual items.

In 1999, our net interest expense decreasedriion or 26%. The decline was primarily duethe reduction of debt through use of after-
tax cash proceeds from our refranchising activitied cash from operations.

Worldwide Income Taxes

2000 1999 1998
Reported
Income taxes $ 271 $ 411 $ 311
Effective tax rate 39.6% 39.5% 41.1%
Ongoing(a)
Income taxes $ 268 $ 267 $ 210
Effective tax rate 37.7% 39.3% 42.3%

A. Excludes the effects of facility actions net gainusual items and the 1999 accounting changesNSt& 5 for a discussion of these
exclusions.

The following table reconciles the U.S. fedistatutory tax rate to our ongoing effective tater

200 0 1999 1998
U.S. federal statutory tax rate 35. 0% 35.0% 35.0%
State income tax, net of federal tax benefit 2. 2 23 28
Foreign and U.S. tax effects attributable to
foreign operations (1. 0) 15 6.3
Adjustments relating to prior years 1. 3 08 (1.7
Other, net 0. 2 (0.3) (0.1)
Ongoing effective tax rate 37. 7% 39.3% 42.3%

The 2000 ongoing effective tax rate decreds6gercentage points to 37.7%. The decrease iartheing effective tax rate was prima
due to a reduction in the tax on our internati@m@rations, including the initial benefits of bedngeligible in 2000 to claim substantially
of our available foreign income tax credits fordign taxes paid in 2000 against our U.S. incomelitdility. This decrease was partic
offset by adjustments relating to prior years.
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In 2000, the effective tax rate attributaldefdareign operations was lower than the U.S. fddeietutory rate due to our ability to cle
foreign taxes paid against our U.S. income taxilligb The effective tax rate attributable to fogai operations in 1999 and 1998 was hi
than the U.S. federal statutory tax rate. This pr@®arily due to foreign tax rate differentialscinding foreign withholding tax paid withc
benefit of the related foreign tax credit for UiBcome tax purposes and losses of foreign opemation which no tax benefit could
currently recognized.

The 1999 ongoing effective tax rate decre&s@gercentage points to 39.3%. The decrease iartheing effective tax rate was prima
due to a ongime favorable international benefit in Mexico. Titeeent pattern of profitability in Mexico and expations of future profitabilit
have allowed us to reverse a previous valuatimwahce against deferred tax assets. This will @nablto reduce future cash tax paymer
Mexico.

Diluted Earnings Per Share

The components of diluted earnings per comsiane ("EPS") were as follow



2000(a) 1999(a)

Diluted B asic Diluted Basic
Ongoing operating earnings $ 298 $ 302 $ 258 $ 2.69
Accounting changes - - 0.11 0.12
Facility actions net gain(b) 0.66 0.67 1.41 1.47
Unusual items(c) (0.87) (0.88) (0.18) (0.19)
Total $ 277 $ 281 $ 392 $ 4.09

A. See Note 4 for the number of shares used in tbaselations.
B. Includes favorable adjustments to our 1997 foqgrtarter charge of $0.06 per diluted share in 1999.
C. Includes favorable adjustments to our 1997 foqutarter charge of $0.07 per diluted share in 1999.

U.S. Results of Operations

% B (W) % B(W)
2000 vs. 1 999 1999  vs. 1998
System sales $ 14,514 - $ 14,516 4
Revenues
Company sales $ 4,533 1 4) $ 5,253 (13)
Franchise and license fees 529 7 495 16
Total Revenues $ 5,062 (1 2) $ 5,748 (11)
Company restaurant margin ~ $ 687 (1 7 $ 825 1
% of sales 15.2% (0.5 0p pts. 15.7% 2.1 ppts
Ongoing operating profit $ 742 ( 99 $ 813 10
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U.S. Restaurant Unit Activity

Company Franc hisees Licensees Total
Balance at Dec. 26, 1998 6,232 10, 862 3,275 20,369
Openings & Acquisitions 155 432 539 1,126
Refranchising & Licensing (3,270) 1, 167 3 -
Closures (230) ( 248) (593) (1,071)
Other 3) ( 103) (124) (230)
Balance at Dec. 25, 1999 4,984 12, 110 3,100 20,194
Openings & Acquisitions 143 366 303 812
Refranchising & Licensing (672) 681 9) -
Closures (153) ( 295) (521) (969)
Balance at Dec. 30, 2000(a) 4,302 12, 862 2,873 20,037
% of total 21.5% 6 4.2% 14.3% 100.0%

A. Includes 37 Company units approved for closure niotityet closed at December 30, 20



U.S. System Sales

System sales were essentially flat in 200@Idding the favorable impact of the fifthird week in 2000, system sales decreased 2%
decrease was due to same stores sales declinas@Bell and KFC as well as store closures, prtidfset by new unit development.

In 1999, system sales increased $503 millioA%. The improvement was driven by new unit deplent and same store sales gro
These increases were partially offset by storeuckss

U.S. Revenues

Company sales decreased $720 million or 148@expected, the decline in Company sales was dile tBortfolio Effect partially offset |
the favorable impact from the fiftfhird week in 2000. Excluding these items, Compaaies increased 1% in 2000. This increase
primarily due to new unit development and favordbfiective Net Pricing almost fully offset by volendeclines.

In 2000, U.S. blended Company same store $aiesur three Concepts decreased 2%. The dediirteansactions of 4% was parti
offset by favorable Effective Net Pricing of 2%.n%a store sales at Pizza Hut increased 1%. FavoEdfdetive Net Pricing of 3% wi
partially offset by transaction declines of 2%. ®astore sales at KFC decreased 3%, primarily daeabsaction declines. Same store sall
Taco Bell decreased 5% as a result of transactctings.

Franchise and license fees grew $34 milliod%rin 2000. Excluding the favorable impact frore fity-third week in 2000, franchise a
license fees increased 5%. The increase was dboyamits acquired from us and new unit developmeattially offset by franchisee sa
store sales declines and store closures.

In 1999, Company sales declined $760 millionl8%. As expected, the decline in Company sales éwe to the Portfolio Effe
Excluding the Portfolio Effect, Company sales irmsed 6%. This increase was primarily due to newdevelopment, favorable Effective !
Pricing and volume increases led by the launchTbog"Big New Yorker" pizza.
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In 1999, U.S. blended same stores sales fothoee Concepts increased 4%. Favorable EffettitePricing of 5% was partially offset
a 1% decline in transactions. Same store saleszaa Piut increased 9% in 1999. The improvement prasarily driven by an increase
transactions of over 5%, resulting from the lauothThe Big New Yorker." The growth at Pizza Hutsvalso aided by Effective Net Pric
of over 3%. Same store sales at KFC grew 2%. Ttrease was almost equally driven by Effective Natifg and transaction growth. Sa
store sales at Taco Bell were flat as an increag&dfective Net Pricing of approximately 4% wasyuwffset by transaction declines.

Franchise and license fees increased $6%midr 16% in 1999. The increase was driven by wgtalired from us, new unit developrr
and franchisee same store sales growth, primaryzza Hut. These increases were partially offgestore closures.

U.S. Company Restaurant Margin

2000 1999 1998
Company sales 100.0 % 100.0% 100.0%
Food and paper 28.6 30.0 31.0
Payroll and employee benefits 30.8 29.8 30.4
Occupancy and other operating expenses 25.4 245 25.0
Restaurant margin 15.2 % 15.7% 13.6%

Restaurant margin as a percentage of salesassxl approximately 55 basis points in 2000, diotythe unfavorable impact of nearly
basis points from lapping the 1999 accounting changrestaurant margin included 70 basis pointsetlto the favorable impact of !
Portfolio Effect. Excluding these items, our basstaurant margin declined approximately 100 basisit. This decrease incluc
approximately 60 basis points resulting from theemlze of favorable 1999 insurametated adjustments of $30 million, which are mioréy
discussed in Note 21. The remaining decrease wasodal shift to lower margin chicken sandwicheKB€ and volume declines at Taco B
partially offset by Effective Net Pricing. Favoralidommodity costs, primarily cheese, were almdst fffset by higher occupancy and ot
costs as well as increased wage rates.

In 1999, our restaurant margin as a percentdgsales increased approximately 210 basis poifit® Portfolio Effect contribute



approximately 45 basis points and accounting cteegatributed nearly 25 basis points to the impnoset. Excluding these items, our b
restaurant margin grew approximately 140 basistpoifhe increase was primarily attributable to fabde Effective Net Pricing. Labor ci
increases, primarily driven by higher wage ratesrenalmost fully offset by lower food and paperts@s improved product cost manager
resulted in lower overall beverage and distributasts. The improvement also included approximaldélybasis points from retroact
beverage rebates related to 1998 recognized in. 18%&idition, an increase in favorable insurarelated adjustments over 1998 contribi
approximately 10 basis points to our improvemept Sote 21 for additional information regarding msurancerelated adjustments. All
these improvements were partially offset by voludeelines at Taco Bell and the unfavorable impacthef introduction of lower marg
chicken sandwiches at KFC.

U.S. Ongoing Operating Profit

Ongoing operating profit declined $71 million 9% in 2000. Excluding the negative impact of Bartfolio Effect and the favorat
impact from the fiftythird week in 2000, ongoing operating profit desezhapproximately 6%. The decrease was primarigytdwa 100 bas
point decline in base restaurant margin and lonarchise and license fees (excluding the Portfeffect), partially offset by reduced G&
The decrease in G&A was largely due to lower ineentompensation, decreased professional feesoavet spending at Pizza Hut and T
Bell on conferences. The G&A declines were pastiaifset by higher
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franchiserelated expenses, primarily allowances for douldtfathchise and license fee receivables, as mohe didcussed in the Franchit
Financial Condition section.

In 1999, ongoing operating profit increase® $Tillion or 10%. Excluding the negative impacttbé Portfolio Effect, ongoing operati
profit increased 15%. The increase was due to festaurant margin improvement of 140 basis pointstagher franchise fees primarily fre
new unit development, partially offset by higher &&net of field G&A savings from the Portfolio Effe This increase in G&A was largs
due to higher spending on conferences at PizzahktifTaco Bell.

International Results of Operations

% B(W ) % B(W)
2000 vs. 19 99 1999 vs. 1998
System sales $ 7,645 6 $ 7,246 10
Revenues
Company sales $ 1,772 (4 ) $ 1,846 -
Franchise and license fees 259 14 228 13
Total Revenues $ 2,031 (2 ) $ 2,074 2
Company restaurant margin $ 267 - $ 266 11
% of sales 15.1% 0.7 pp ts. 14.4% 1.4 ppts.
Ongoing operating profit $ 309 16 $ 265 39

International Restaurant Unit Activity

Unconso lidated
Company  Affil iates Franchisees Licensees Total
Balance at Dec. 26, 1998 2,165 11 20 5,788 321 9,394
Openings & Acquisitions 168 83 426 a7 724
Refranchising & Licensing (265) (5) 276 (6) -
Closures (72) ( 20) (186) (53) (330)

Balance at Dec. 25, 1999 1,997 1,1 78 6,304 309 9,788




Openings 227 1 08 594 21 950

Refranchising & Licensing (85) 9) 94 - -

Closures (55) ( 53) (210) (40)  (358)
Other(a) (263) 6 20 (357) - -
Balance at Dec. 30, 2000(b) 1,821 1,8 44 6,425 290 10,380

% of Total 17.5% 17. 8% 61.9% 2.8% 100.0%

A. Primarily includes 320 Company units and 329 Ehagee units contributed in connection with thexfation of a new unconsolidated
affiliate in Canada as well as 57 units acquiredHeyCompany from Unconsolidated Affiliates andrietasees.
B. Includes 1 Company unit approved for closure,mityet closed at December 30, 2000.
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International System Sales

System sales increased $399 million or 6% 0002 after a 2% unfavorable impact from foreignrency translation. Excluding t
negative impact of foreign currency translation d@hel favorable impact of the fift§rird week in 2000, system sales increased 7%.
increase was driven by new unit development, le€bina, Korea and Japan and same store sales grolglincrease was partially offset
store closures.

In 1999, system sales increased $639 millioh08%6, including a 2% favorable impact from foreigmrency translation. This increase
largely driven by strong performance in Asia, whgystem sales increased $426 million or 19%, inolmd 10% favorable impact of forei
currency translation. In 1999, the economy in Amgan to show signs of a steady recovery afteotkeeall economic turmoil and weaken
of local currencies against the U.S. dollar thadwein late 1997. The increase in system salesia Was driven by new unit development
same store sales growth. Outside of Asia, the irgnent was driven by new unit development and ssiore sales growth. The incree
were partially offset by store closures primarifyfbanchisees in Canada, Latin America and Japan.

International Revenues

Company sales decreased $74 million or 4%0@02 after a 3% unfavorable impact from foreignrency translation. As expected,
decline in Company sales was primarily due to thef8lio Effect partially offset by the favorablenpact from the fiftythird week in 200(
Excluding all three of these items, Company saleseased 11% primarily due to new unit developraautfavorable Effective Net Pricing.

Franchise and license fees increased approeiyn@31 million or 14% in 2000, after a 3% unfaable impact from foreign curren
translation. Excluding the negative impact of fgrecurrency translation and the favorable impamtfthe fiftythird week in 2000, franchi
and license fees increased 16%. The increase viendoy new unit development, units acquired fromamd franchisee same store <
growth. These increases were partially offset byestlosures.

Company sales increased less than 1% in 189uding the Portfolio Effect, Company sales irmed 13% largely driven by the st
performance in Asia. The increase was primarily ueew unit development, favorable Effective NgtiRg and volume increases.

Franchise and license fees rose $27 millioh386 in 1999. The increase in franchise and licéess was driven by new unit developm
franchisee same store sales growth and units actjfiom us. New unit development was primarily isigd These increases were parti
offset by store closures.

International Company Restaurant Margin

2000 1999 1998
Company sales 100.0% 100.0% 100.0%
Food and paper 36.5 36.0 35.8
Payroll and employee benefits 19.5 21.0 226
Occupancy and other operating expenses 28.9 28.6 28.6

Restaurant margin 15.1% 14.4% 13.0%




Restaurant margin as a percentage of salesased approximately 65 basis points in 2000. Eetuthe Portfolio Effect of approximate
70 basis points, base restaurant margin was eatgffitt.

Restaurant margin as a percentage of salesaised approximately 140 basis points in 1999. Ugkeg the favorable impact of forei
currency translation, restaurant margin increaggicximately 130 basis
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points. Portfolio Effect contributed approximat& basis points. Excluding these items, our bastaueant margin grew approximately
basis points. The improvement was driven by volimeeeases in China, Korea and Australia and faverkffective Net Pricing in excess
cost increases, primarily in the United KingdomeRo Rico and Korea. Our growth in 1999 was padytiaffset by volume decreases
Taiwan and Poland. In addition to the factors dbscdr above, restaurant margin benefited from imedogost management, primarily
China.

International Ongoing Operating Profit

Ongoing operating profit grew $44 million d8% in 2000, after a 2% unfavorable impact from iigmecurrency translation. Excluding
negative impacts of the Portfolio Effect and foreurrency translation and the favorable impaatfitbe fifty-third week in 2000, ongoit
operating profit grew 19%. Higher franchise anéiise fees and Company new unit development dreviatinease.

In 1999, ongoing operating profit grew $74 lioil or 39%, including a 3% favorable impact fromrdign currency translation. T
increase in operating profit was driven by our basegin improvement of approximately 80 basis mihtgher franchise and license fees
a decline in G&A. Ongoing operating profit benedittom the economic recovery in Asia. Operatingfipia Asia increased $55 million
84%, including a 12% favorable impact from foreigarrency translation. Additionally, ongoing openatiprofit included benefits
approximately $15 million principally from our 1998urth quarter decision to streamline our inteioval infrastructure in Asia, Europe ¢
Latin America.

Consolidated Cash Flows

Net cash provided by operating activitiesddecreased $74 million to $491 million primarily dteeunusual charges associated witt
AmeriServe bankruptcy reorganization process. Casuig operating working capital reflected a net efseash of $207 million. The prime
drivers of the net use were receivables from theeABerve bankruptcy estate and franchisee recaisabising from the Company's prog
to temporarily purchase food and supply inventodesctly from third party suppliers for the TRICOgystem and sell a portion of th
supplies to franchisees and licensees (the "Temp@riaect Purchase Program”) related to the Amexi€dankruptcy reorganization proct
These items resulted in a net cash usage of appatefy $135 million of working capital. See Note 3t a discussion of the AmeriSe
bankruptcy reorganization process.

Excluding the AmeriServielated items noted above, our operating workingitab deficit reflects a decrease of $63 millionrsues
decrease of $128 million in the prior year. Ourragiag working capital deficit, which excludes cashort-term investments and shtata
borrowings, is typical of restaurant operations sehthe majority of sales are for cash while payntersuppliers carry longer payment ter
generally from 10 days. The lower working capital deficit reduntio 2000 is the result of refranchising signifidtgrfewer restaurants
2000 versus 1999, as well as a change in paymans i@ our distribution agreement from 30 to 15gay

In 1999, net cash provided by operating attisidecreased $109 million to $565 million. Theloee was primarily due to a $128 milli
decrease in our working capital deficit. This dasewas driven by our portfolio activities whickukted in a significant reduction in accot
payable and other accrued liabilities partiallyseffby higher accounts receivable.

Net cash used in investing activitiesvas $237 million in 2000, compared to net cash idiexy by investing activities of $522 million
1999. The decline in cash flow from investing aiti®¢ was primarily due to lower gross refranchisproceeds as a result of selling fe
restaurants to franchisees in 2000 versus
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1999, increased capital spending related to dewsdop and funding of AmeriServe during its bankrypteorganization process.

In 1999, net cash provided by investing atiigiincreased $220 million to $522 million. Thejondy of the increase is due to higher gi
refranchising proceeds and proceeds from the shlmternational short-term investments in connectiwith a planned taefficient
repatriation to the U.S.

Although we report gross proceeds in our Chdated Statements of Cash Flows, we also consafeanchising proceeds on an "aftax’
basis. We define aftdax proceeds as gross refranchising proceedshessettlement of working capital liabilities (pririlg accounts payab
and property taxes) related to the units reframchend payment of taxes on the gains. The #dteproceeds can be used to pay down de
repurchase shares. Al-tax proceeds were approximately $261 million in @®ich reflects a 62% decrease from 1999. Thisedse we



due to the refranchising of significantly fewerteegants in 2000. Aftefax proceeds were approximately $683 million in 9,99 13% increa
versus 1998. The increase was principally duedeeater number of units refranchised as well agrilxeof restaurants sold and the leve
taxable gains from each refranchising.

Net cash used in financing activitiesvas $207 million compared to $1.1 billion last ydagss cash was available for financing activ
in 2000 due to a net cash use from investing digts/as described above, and a use of cash toifierebsed share repurchases as more
discussed in Note 18. Accordingly, we repaid lesist gh 2000 than 1999.

In 1999, net cash used in financing activities essentially unchanged versus 1998 at $1lidrbilPayments on our unsecured Term L
Facility and our unsecured Revolving Credit Fagildtaled $1.0 billion.

In 1999, our Board of Directors authorized thpurchase of up to $350 million of our outstagd@®ommon Stock, excluding applica
transaction fees. This Share Repurchase Programcempleted in 2000. During 2000, we repurchasedr @@ million shares fi
approximately $216 million. During 1999, we repuashd over 3.3 million shares for approximately $a84ion. See Note 18.

On February 14, 2001, our Board of Directartharized a new Share Repurchase Program, as mibreléscribed in Note 18. The n
Share Repurchase Program authorizes us to reperchasr the next two years, up to $300 million of @utstanding Common Sto
excluding applicable transaction fees. We haveemirchased any shares under this Program as @h\8a2001.

Financing Activities

Our primary bank credit agreement, as amem@@00 and 1999, is comprised of a senior, ungetlierm Loan Facility and a $3 billi
senior unsecured Revolving Credit Facility (colieely referred to as the "Credit Facilities"), bathh which mature on October 2, 20
Amounts outstanding under our Revolving Credit Rgcare expected to fluctuate, but Term Loan Hgcileductions may not be reborrow
At December 30, 2000, we had unused Revolving Cfeatility borrowings available aggregating $1.8idm, net of outstanding letters
credit of $190 million. We believe that we will lable to refinance a portion of our Credit Facititigith publicly issued bonds within the n
twelve months. As a result of this refinancing, ave likely to experience an increase in our inter@es, subject to rates available at the
of refinancing. We also believe we will be ableréplace or refinance the remaining Credit Facdifieior to maturity with new borrowin
which will reflect the market conditions or termsaéable at that time.

The Credit Facilities subject us to significamerest expense and principal repayment obbgati which are limited in the near term
prepayment events as defined in the credit agreernmtarest on the Credit
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Facilities is based principally on the London Ibmk Offered Rate ("LIBOR") plus a variable mardactor as defined in the cre
agreement. Therefore, our future borrowing costg fluetuate depending upon the volatility in LIBOR/e currently mitigate a portion of ¢
interest rate risk through the use of derivativaficial instruments. See Notes 11 and 13 and otketidsk discussion for further discussi
of our interest rate risk.

Consolidated Financial Condition

Assetsincreased $188 million or 5% to $4.1 billion. Threriease is primarily attributable to the increaseeiceivables arising from t
impact of the AmeriServe bankruptcy reorganizapioocess as more fully discussed in Note 21.

Liabilities decreased $50 million or 1% to $4.5 billion.

Excluding the impact of the aforementionedéase in accounts receivable arising from the Ag®xie bankruptcy reorganization proc
our working capital deficit decreased 8% to apprately $769 million at December 30, 2000 from $83fion at December 25, 1999. T
decline was primarily due to a reduction in acceyrdyable related to fewer Company restaurantsesudt of our portfolio actions, a chai
in payment terms to our new primary U.S. distributd food and paper and a reduction in accrued emsation. These decreases \
partially offset by an increase in accrued incomes.

We believe the Company has adequate finaresalurces to meet its requirements in 2001 andrizeyo

Other Significant Known Events, Trends or Uncertairties Expected to Impact 2001 Ongoing Operating
Profit Comparisons with 2000

Impact of New Unconsolidated Affiliates

Consistent with our strategy to focus our @pin key international markets, we entered imagreement in 1999 to form a new ven
during 2000 in Canada with our largest franchisethat market. During the third quarter of 2000, eeatributed 320 restaurants in exche



for a 50% equity interest in the venture. Theseestoepresented approximately 16% of the totakiattonal Company restaurants at the
of the formation of the new venture. Including 8teres contributed by our partner, the new venlaik approximately 650 restaurants a
time of formation. We did not record any gain agdmn the transfer of assets to this new venture.

Previously, the results from the restaurantscantributed to the Canadian venture were corsiglid The impact of this transaction
operating results is similar to the Portfolio Effef our refranchising activities. Consequentlisttransaction will result in a decline in 1
Company sales, restaurant margin dollars and G&pgempsges as well as higher franchise fees and eiqaityne. In addition to the Portfo
Effect, franchise fees will be higher since thealtyrate was increased for those stores contribbiyeour partner to this venture. The ove
impact from the formation of this venture on 200fgoing operating profit was slightly favorable. Htds venture been formed at
beginning of 2000, our International Company salesld have declined approximately 10% comparecdésoreported decline of 4% for 1
year ended December 30, 20

In addition, we anticipate contributing ab& restaurants to a new venture in Poland to baddrin 2001. We believe the impact
ongoing operating profit from the formation of thenture will not be significant.
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Impact of the Consolidation of an UnconsdkdiAffiliate

Beginning in fiscal 2001, we will consolidaiereviously unconsolidated affiliate in our Comdaled Financial Statements as a result
change in our intent to temporarily retain contrbthis affiliate. While we believe that the oveérahpact on our ongoing operating profit v
not be significant, this change is expected toltésthigher Company sales, restaurant margin doad G&A as well as decreased franc
fees and equity income. Had this change occurrethatbeginning of 2000, our International Compamyes would have increas
approximately 2% compared to the reported declfiofor the year ended December 30, 2000.

Change in Casualty Loss Estimates

Due to the inherent volatility of our actudlsiadetermined casualty loss estimates, it is reasgnaissible that we will experience char
in estimated losses which could be material togsawth in ongoing operating profit in 2001. See &21 for a discussion of our casualty
programs and estimates.

Euro Conversion

On January 1, 1999, eleven of the fifteen memgbuntries of the European Economic and Mondtiaign ("EMU") adopted the Euro a
common legal currency and fixed conversion ratesevestablished. Greece has since adopted the singkency on January 1, 2001, tak
the total adopting countries to twelve. From Januar1999 through no later than February 28, 2@0I2adopting countries will maintair
period of dual currency, where both legacy currenend the Euro can be used in dagag-credit transactions. Beginning January 1, Z
new Eurodenominated bills and coins will be issued, andhasition period of up to two months will begin ohgr which local currencies w
be removed from circulation.

We have Company and franchised businessesenatiopting member countries, which are preparorgttie conversion. To da
expenditures associated with our conversion effoaitse been relatively insignificant, totaling un&@rmillion. These expenditures have
concentrated mainly on consulting expenses foiaininpact studies and head office accounting systéNe currently estimate that the t
spending over the transition period will be appnoiely $5 million related to the conversion in 881U member countries in which
operate stores. This is a reduction from our previestimate of $10 million, primarily due to thdéramchising of Company stores in cer
EMU countries. Approximately 45% of these expendisurelate to capital expenditures for new poirsale and back-afestaurant hardwa
and software to accommodate Ewenominated transactions. We believe that adoptibrthe Euro by the United Kingdom wol
significantly increase this estimate due to the sizour businesses there relative to our aggrdgatimesses in the adopting member cour
in which we operate.

The pace of ultimate consumer acceptanceaban competitors' responses to the Euro are dlyrenknown and may impact our exist
plans. However, we know that, from a competitivespective, we will be required to assess the ingpattproduct price transparen
potentially revise product bundling strategies areate Eurdriendly price points prior to 2002. We do not el that these activities v
have sustained adverse impacts on our businesibsugh the Euro does offer certain benefits to ineasury and procurement activit
these are not currently anticipated to be significa

We currently anticipate that our suppliers digdributors will continue to invoice us in loaalrrencies until late 2001. We expect to b
dual pricing in our restaurants in late 2001. Wpe=t to compensate employees in Euros beginni2@@®2. We believe that the most criti
activity regarding the conversion for our businessethe completion of the rollout of Euro-readynpaf-sale equipment and software by
end of 2001. Our current plans should enable letBuroeompliant prior to the requirements for these cleand\ny delays in our ability
complete our plans, or in the ability of our keyppliers to be Eur@ompliant, could have a material adverse impacibon results ¢
operations, financial condition or cash flows.
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Quantitative and Qualitative Disclosures About Market Risk of Financial Instruments

Market Risk of Financial Instruments

Our primary market risk exposure with regardihancial instruments is to changes in interes¢s, principally in the United States.
attempt to minimize this risk and lower our ovetadirrowing costs through utilization of derivatiirestruments such as interest rate sw
collars and forward rate agreements.

We are also exposed to the impact of foreigmency rate fluctuations. We attempt to minimile tisk exposure to foreign currency
fluctuations on our investments in foreign openagidy financing those investments with local cucyedebt when practical. We also
forward contracts on a limited basis to reduce exposure to foreign currency rate fluctuations oreign currency denominated finan
instruments and significant foreign currency derated cash flows. Additionally, certain foreign murcy denominated cash, c
equivalents and shotérm investments are subject to tax consideratmmsliocal regulatory restrictions which limit owiléty to utilize thes
funds outside the country in which they are held.

At December 30, 2000, a hypothetical 100 bpsist increase in shoterm interest rates would result in a reductior$d® million ir
annual income before income taxes. The estimatddction is based upon the unhedged portion of awiakle rate debt and assume:
change in the volume or composition of debt at Ddwer 30, 2000. In addition, the fair value of ooterest rate derivative contracts wc
decrease approximately $11 million in value to aisd the fair value of our Senior Unsecured Notesltvalecrease approximately ¢
million. Fair value was determined by discountihg projected cash flows.

New Accounting Pronouncement

See Note 2.

Cautionary Statements

From time to time, in both written reports amdl statements, we present "forwdmdking statements" within the meaning of Sectigi
of the Securities Act of 1933, as amended, andi@e2tLE of the Securities Exchange Act of 1934amended. The statements include tl
identified by such words as "may," "will," "expéctanticipate,” "believe," "plan" and other simil&grminology. These "forwarkboking
statements" reflect our current expectations aedbased upon data available at the time of therstits. Actual results involve risks
uncertainties, including both those specific to @@npany and those specific to the industry, anddcdiffer materially from expectations.

Company risks and uncertainties include, latreot limited to, potentially substantial tax dogencies related to the Spafif, which, if
they occur, require us to indemnify PepsiCo, o, substantial debt leverage and the attendaengat restriction on our ability to borre
in the future, as well as our substantial inteegiense and principal repayment obligations; ouiityalo replace or refinance the Cre
Facilities at reasonable rates; potential unfavierahriances between estimated and actual ligsliticluding the liabilities related to the ¢
of the noneore businesses; the ongoing business viabilitpusfkey distributor of restaurant products and pougint in the U.S. and ¢
ability to ensure adequate supply of restaurandyets and equipment in our stores; our abilitydmplete our Euro conversion plans or
ability of our key suppliers to be Eummmpliant; the ongoing financial viability of ourahchisees and licensees, our potential inabidi
identify qualified franchisees to purchase restaisrat prices we consider appropriate under oategly to reduce the percentage of sy
units we operate; volatility of actuarially determad casualty loss estimates and adoption of newhanges in accounting policies
practices.
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Industry risks and uncertainties include, &g not limited to, global and local business, ecoic and political conditions; legislation ¢
governmental regulation; competition; success @rafing initiatives and advertising and promotioatibrts; volatility of commodity cos
and increases in minimum wage and other operatisgsg availability and cost of land and construgtioonsumer preferences, spen:
patterns and demographic trends; political or endnonstability in local markets and currency exehe rates.
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Consolidated Statements of Income

TRICON Global Restaurants, Inc. and Subsidiaries

Fiscal years ended December 30, 2000, Decembdi928,and December 26, 1998
(in millions, except per share amounts)

2000 1999 1998
Revenues
Company sales $ 6,305 $ 7,099 $ 7,852
Franchise and license fees 788 723 627
7,093 7,822 8,479
Costs and Expenses, net
Company restaurants
Food and paper 1,942 2,238 2,521
Payroll and employee benefits 1,744 1,956 2,243
Occupancy and other operating expenses 1,665 1,814 2,030
5,351 6,008 6,794
General and administrative expenses 879 920 941
Other (income) expense (25 ) (16) (24)
Facility actions net (gain) (176 ) (381) (275)
Unusual items 204 51 15
Total costs and expenses, net 6,233 6,582 7,451
Operating Profit 860 1,240 1,028

Interest expense, net 176 202 272



Income Before Income Taxes 684 1,038 756
Income Tax Provision 271 411 311
Net Income $ 413 $ 627 $ 445
Basic Earnings Per Common Share $ 281 $ 409 $ 292
Diluted Earnings Per Common Share $ 2.77 $ 392 $ 284
See accompanying Notes to Consolidated Financi®ents.
Consolidated Statements of Cash Flows
TRICON Global Restaurants, Inc. and Subsidiaries
Fiscal years ended December 30, 2000, Decembdi929,and December 26, 1998
(in millions)
2000 1999 1998

Cash Flows - Operating Activities
Net income
Adjustments to reconcile net income
to net cash provided by operating activities:
Depreciation and amortization
Facility actions net gain
Unusual items
Other liabilities and deferred credits
Deferred income taxes
Other non-cash charges and credits, net
Changes in operating working capital,
excluding effects of acquisitions and disposition
Accounts and notes receivable
Inventories
Prepaid expenses and other current assets
Accounts payable and other current liabilities
Income taxes payable

Net change in operating working capital
Net Cash Provided by Operating Activities

Cash Flows - Investing Activities

Capital spending

Proceeds from refranchising of restaurants
Acquisition of restaurants

AmeriServe funding, net

Short-term investments

Sales of property, plant and equipment
Other, net

Net Cash (Used in) Provided
by Investing Activities (237)

$ 413 $ 627 $ 445

354 386 417
(176)  (381)  (275)

120 45 15
(5) 65 58
(51)  (16) 3
43 66 117
S.
(161) (28) (8)
11 6 4
) (13) (20)
(94)  (215) 10
40 23 (92)
(207)  (227)  (106)
491 565 674
(572)  (470)  (460)
381 916 784
(24) (6) -
(70) - -
(21) 39 (57)
64 51 58
5 @)  (23)

522

302



Cash Flows - Financing Activities
Proceeds from Notes
Revolving Credit Facility activity,
by original maturity
More than three months - proceeds
More than three months - payments
Three months or less, net
Proceeds from long-term debt
Payments of long-term debt
Short-term borrowings-three months or less, net
Repurchase shares of common stock
Other, net

Net Cash Used in Financing Activities

Effect of Exchange Rate Changes on Cash
and Cash Equivalents 3)

Net Increase (Decrease) in Cash
and Cash Equivalents 44
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

Supplemental Cash Flow Information
Interest paid
Income taxes paid

Significant Non-Cash Investing and
Financing Activities

Issuance of promissory note to acquire
an unconsolidated affiliate

Contribution of non-cash net assets to
an unconsolidated affiliate

See accompanying Notes to Consolidated Financial St

604

400
(900)
(120)
4

82 (é60)
- 4
(99)  (180)  (1,068)
(11) 21 (53)
(216)  (134) -
37 30 13

(207) (1,119) (1,12

(32)

89 121 268

$ 133 $ 89 $ 121

®3)

(147)

$ 194 $
252

212 $
340

303
310

$ 25 - -

67 - -

atements.
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Consolidated Balance Sheets

TRICON Global Restaurants, Inc. and Subsidiaries
December 30, 2000 and December 25, 1999

(in millions)

ASSET¢

Current Assets

Cash and cash equivalents

Short-term investments, at cost

Accounts and notes receivable, less allowance:
$82 in 2000 and $13 in 1999

Inventories

Prepaid expenses and other current assets

Deferred income tax assets

Total Current Assets 688

Property, Plant and Equipment, net

Intangible Assets, net

2000 1999

$ 133 $ 89
63 48

302 161
47 61
68 68
75 59

486

2,540

419 527



Investments in Unconsolidated Affiliates 257 170
Other Assets 245 247

Total Assets $ 4149 $ 3,961

LIABILITIES AND SHAREHOLDERS' DEFICIT
Current Liabilities

Accounts payable and other current liabilities $ 978 $1,085

Income taxes payable 148 96

Short-term borrowings 90 117

Total Current Liabilities 1,216 1,298

Long-term Debt 2,397 2,391
Other Liabilities and Deferred Credits 848 825

Deferred Income Taxes 10 7
Total Liabilities 4,471 4,52 1

Shareholders' Deficit
Preferred stock, no par value, 250 shares authorize d;

no shares issued - -
Common stock, no par value, 750 shares authorized,;

147 and 151 shares issued in 2000 and 1999, respe ctively 1,133 1,264
Accumulated deficit (1,278)  (1,691)
Accumulated other comprehensive income a77) (133)
Total Shareholders' Deficit (322) (560)

Total Liabilities and Shareholders' Deficit $ 4,149 $3,961

See accompanying Notes to Consolidated Financa®ents.
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Consolidated Statements of Shareholders' Deficit ahComprehensive Income
TRICON Global Restaurants, Inc. and Subsidiaries
Fiscal years ended December 30, 2000, Decembdi929,and December 26, 1998

(in millions)
Iss ued Accumulated
Common Stock Other
————————————————— Accumulated Comprehensive
Shares Amount  Deficit Income Total
Balance at December 27, 1997 152 $1,271 $(2,763) $ (128)
Net income 445 445
Foreign currency translation adjustment (20) (20)
Minimum pension liability adjustment
(includes tax of $1 million) (2) 2)
Comprehensive Income 423
Adjustment to opening equity related to
net advances from PepsiCo 12 12

Stock option exercises (includes tax
benefits of $3 million) 1 22 22

$ (1,620)



Balance at December 26, 1998 153 $1,305 $(2,318) $ (150) $(1,163)

Net income 627 627
Foreign currency translation adjustment 15 15
Minimum pension liability adjustment
(includes tax of $1 million) 2 2
Comprehensive Income 644
Adjustment to opening equity related to
net advances from PepsiCo 7 7
Repurchase of shares of common stock 3) (134) (134)
Stock option exercises (includes tax
benefits of $14 million) 1 39 39
Compensation- related events 47 a7
Balance at December 25, 1999 151 $1264 $(1,691) $ (133) $ (560)
Net income 413 413
Foreign currency translation adjustment (44) (44)
Comprehensive Income 369
Repurchase of shares of common stock (6) (216) (216)
Stock option exercises (includes tax
benefits of $5 million) 2 46 46
Compensation- related events 39 39
Balance at December 30, 2000 147 $1,133 $(1,278) $ 177) $ (322

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

Note 1 - Description of Business

TRICON Global Restaurants, Inc. and Subsid&(collectively referred to as "TRICON" or the 'f@pany") is comprised of the worldwi
operations of KFC, Pizza Hut and Taco Bell (the ri€epts") and is the world's largest quick servestaurant company based on the nui
of system units, with over 30,000 units in over D@Qintries and territories. Approximately 34% of gystem units are located outside
U.S. References to TRICON throughout these Cora@dl Financial Statements are made using thepinston notations of "we," "us '
"our." Through our widely-recognized Concepts, TRIT develops, operates, franchises and licensestamnsyof both traditional and non-
traditional quick service restaurants. Our tradidibrestaurants feature dine-in, carryout andpmesinstances, drivéwu or delivery servic
Non-traditional units, which are principally licensedtlets, include express units and kiosks which heweore limited menu and operat:
non-traditional locations like airports, gasolire\sce stations, convenience stores, stadiums, amerst parks and colleges, where a $al¢
traditional outlet would not be practical or eféat. Each Concept has proprietary menu items arghasives the preparation of food v
high quality ingredients as well as unique recipegd special seasonings to provide appealing, tagtyattractive food at competitive prices.

We also previously operated other restaurasinesses which were disposed of in 1997, whicludez] California Pizza Kitchen, Chey
Mexican Restaurant, D'Angelo's Sandwich Shops, &ialst Mario's and Hot 'n Now (collectively, the 'INoore Businesses").

Note 2 - Summary of Significant Accounting Policies

Our preparation of the accompanying Consatiddtinancial Statements in conformity with accaumtprinciples generally accepted in
U.S. requires us to make estimates and assumptiansffect reported amounts of assets and lisdslidisclosure of contingent assets
liabilities at the date of the financial statemeiatsd the reported amounts of revenues and expdasieg the reporting period. Actual resi
could differ from the estimate



Principles of Consolidation and Basis of Preparatin. TRICON was created as an independent, publicly owamnpany on October
1997 (the "Spin-off Date") via a tdkee distribution by our former parent, PepsiCog.Iif"PepsiCo"), of our Common Stock (
"Distribution” or "Spineff") to its shareholders. Intercompany accounts tansactions have been eliminated. Investmentisidonsolidate
affiliates in which we exercise significant influmbut do not control are accounted for by thetgquiethod. Our share of the net incom
loss of those unconsolidated affiliates and netifpr exchange gains or losses are included in ¢ith@rme) expense.

Internal Development Costs and Abandoned Site Cost8Ve capitalize direct costs associated with the asitguisition and constructi
of a Company unit on that site, including dire¢emal payroll and payroll-related costs and diedernal costs. Only those sipecific cost
incurred subsequent to the time that the site a@topn is considered probable are capitalized. \Wesier acquisition probable upon final
approval. If we subsequently make a determinatian & site for which internal development costsehlasen capitalized will not be acqui
or developed, any previously capitalized internalelopment costs are expensed at this date anddextlin general and administra
expenses.

Fiscal Year. Our fiscal year ends on the last Saturday in Deegnabnd, as a result, a fiftiird week is added every five or six ye
Fiscal year 2000 included 53 weeks. Fiscal yea®® Ehd 1998 included 52 weeks. The first threetgumiof each fiscal year consist of
weeks and the fourth quarter consists of 17
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weeks in fiscal years with 53 weeks and 16 weekfistal years with 52 weeks. Our subsidiaries ojgetan similar fiscal calendars w
period end dates suited to their businesses. Pendddates are within one week of TRICON's period date with the exception of «
international businesses, which close one periathermonth earlier to facilitate consolidated répgr

Direct Marketing Costs. We report substantially all of our direct marketitwsts in occupancy and other operating expensesch&rg
direct marketing costs to expense ratably in r@tatd revenues over the year in which incurred anthe case of advertising production cc
in the year first shown. Deferred direct marketaagts, which are classified as prepaid expensesistoof media and related advertis
production costs which will generally be used foe first time in the next fiscal year. To the extese participate in independent advertis
cooperatives, we expense our contributions as ieduAt the end of 2000 and 1999, we had deferracketing costs of $8 million and
million, respectively. Our advertising expensesev$825 million, $385 million and $435 million in @0, 1999 and 1998, respectively.
decline in our advertising expense is primarily tuéewer Company stores as a result of our refraiteg program.

Research and Development ExpenseResearch and development expenses, which we expsnseurred, were $24 million in b
2000 and 1999 and $21 million in 1998.

Stock-Based Employee CompensatioiWe measure stockased employee compensation cost for financiakmstamt purposes
accordance with Accounting Principles Board Opinim 25, "Accounting for Stock Issued to Employeesd its related interpretations. '
include pro forma information in Note 15 as reqditegy Statement of Financial Accounting Standar@®&F&S") No. 123, "Accounting fi
StockBased Compensation” ("SFAS 123"). Accordingly, weasure compensation cost for the stock option granthe employees as
excess of the average market price of the CommockSit the grant date over the amount the employest pay for the stock. Our policy
to generally grant stock options at the average&etaurice of the underlying Common Stock at theeddtgrant.

Derivative Instruments. As discussed in the New Accounting Pronouncemerit\éo Adopted section which follows, we have not
adopted SFAS No. 133 "Accounting for Derivativettnments and Hedging Activities," ("SFAS 133") dDecember 30, 2000. In all ye
presented, our treatment of derivative instrumenés follows.

We utilize interest rate swaps, collars anavérd rate agreements to hedge our exposure ttuéltions in interest rates. We recognize
interest differential to be paid or received oreisst rate swap and forward rate agreements agljastraent to interest expense as
differential occurs. We recognize the interestatiéhtial to be paid or received on an interest catlar as an adjustment to interest exp
when the interest rate falls below or rises abtneecdollared range. We reflect the recognized istedéferential not yet settled in cash in
accompanying Consolidated Balance Sheets as antugeeivable or payable. If we terminate an irderate swap, collar or forward r
position, any gain or loss realized upon termimatioould be deferred and amortized to interest expasver the remaining term of
underlying debt instrument it was intended to mpdif would be recognized immediately if the undiedydebt instrument was settled prio
maturity.

Each period, we recognize in income foreigohexge gains and losses on forward contracts thatesignated and effective as hedgt
foreign currency receivables or payables as thHeréifitial occurs. These gains or losses are lamgfébet by the corresponding gain or |
recognized in income on the currency translatiothefreceivable or payable, as both amounts aredbagon the same exchange rates
reflect the recognized foreign currency differehf@ forward contracts not yet settled in cashtbe accompanying Consolidated Bale
Sheets each period as a current receivable or [gay@dch period, we recognize in income the chandair value of foreign exchange ga
and losses on forward contracts that are entetedonmitigate the foreign exchange risk of certairecasted foreign currency denomin:
royalty receipts. We
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reflect the fair value of these forward contracts yet settled on the Consolidated Balance Sheets eurrent receivable or payable.
foreign currency forward contract is terminatedoprio maturity, the gain or loss recognized upommieation would be immediate
recognized in income.

We defer gains and losses on futures and mptiontracts that are designated and effectiveedgds of future commodity purchases
include them in the cost of the related raw makerdnen purchased. Changes in the value of futamesoptions contracts that we use to h
components of our commodity purchases are highiietadied to changes in the value of the purchasethwdity attributable to the hedc
component. If the degree of correlation were toidish such that the two were no longer consideighiy correlated, we would immediat:
recognize subsequent changes in the value of theeBiand option contracts in income.

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

Inventories. We value our inventories at the lower of cost (cated on the first-in, first-out method) or net izable value.

Property, Plant and Equipment. We state property, plant and equipment ("P&E")astdess accumulated depreciation and amortizi
impairment writedowns and valuation allowances. d&leulate depreciation and amortization on a ditdige basis over the estimated us
lives of the assets as follows: 5 to 25 years faldings and improvements, 3 to 20 years for maafyirand equipment and 3 to 7 years
capitalized software costs. As discussed furthévibewe suspend depreciation and amortization setaselated to restaurants that are
for disposal. Our depreciation and amortization emge was $319 million, $345 million and $372 milliicn 2000, 1999 and 19¢
respectively.

Intangible Assets.Intangible assets include both identifiable intéhes and goodwill arising from the allocation ofrghase prices
businesses acquired. Where appropriate, intangisets are allocated to individual restauranthatitme of acquisition. We base amol
assigned to identifiable intangibles on independmyiraisals or internal estimates. Goodwill repnesehe residual purchase price ¢
allocation to all identifiable net assets. Our ng#le assets are stated at historical allocatetlless accumulated amortization and impair
writedowns. We amortize intangible assets on agstrdine basis as follows: up to 20 years for reacgliranchise rights, 3 to 34 years
trademarks and other identifiable intangibles apdta 20 years for goodwill. As discussed furthetole we suspend amortization
intangible assets allocated to restaurants thaheltefor disposal. Our amortization expense wa 1B8lion, $44 million and $52 million i
2000, 1999 and 1998, respectively.

Franchise and License FeedlVe execute franchise or license agreements for paictt of distribution which sets out the termsoui
arrangement with the franchisee or licensee. Canchiise and certain license agreements requiréadhehisee or licensee to pay an ini
non+efundable fee and continuing fees based upon @ptage of sales. Subject to our approval and palyofea renewal fee, a franchit
may generally renew its agreement upon its expinatOur direct costs of the sales and servicingraichise and license agreements
charged to general and administrative expensagasréd.

We recognize initial fees as revenue when aeehperformed substantially all initial servicegjuged by the franchise or licer
agreement, which is generally upon opening of aestd/e recognize continuing fees as earned withppropriate provision for estima
uncollectible amounts, which is included in geneaall administrative expenses. We recognize renéyed in income when a rene)
agreement becomes effective. We include initia$ fealected upon the sale of a restaurant to affiaee in refranchising gains (losses). |
for development rights are capitalized and amaitizeer the life of the development agreement.

45

Refranchising Gains (Losses)Refranchising gains (losses) includes the gainbsses from the sales of our restaurants to nev
existing franchisees and the related initial frasehfees, reduced by transaction costs and didmirgstrative costs of refranchising.
executing our refranchising initiatives, we modteafoffer groups of restaurants. We recognize gamsestaurant refranchisings when
sale transaction closes, the franchisee has a mmiamount of the purchase price irrigk equity and we are satisfied that the franchisa
meet its financial obligations. Otherwise, we defdranchising gains until those criteria have beet. We only consider the stores in
group "held for disposal" when the group is expgdtebe sold at a loss. We recognize estimatees$oss restaurants to be refranchisec
suspend depreciation and amortization when: (ajnake a decision to refranchise stores; (b) thenastid fair value less costs to sell is
than the carrying amount of the stores; and (c)sthees can be immediately removed from operatidftseen we make a decision to reta
store previously held for refranchising, we revailue store at the lower of its net book value atarginal disposal decision date less nol
depreciation and amortization during the perioditiet disposal or its current fair market valueisitalue becomes the store's new cost t
We charge (or credit) any difference between tbeel carrying amount and its new cost basis tamehising gains (losses). When we n
a decision to close a store previously held forarthising, we reverse any previously recognizé@mehising loss and then record the <
closure costs as described below. For groups dhuemnts expected to be sold at a gain, we tygial not suspend depreciation
amortization until the sale is probable. For pi@tpurposes, we treat the closing date as thd pbimhich the sale is probable. Refranchi
gains (losses) also include charges for estimatpdstires related to those partial guarantees atffiaee loan pools and contingent ¢
liabilities which arose from refranchising actiesi. These exposures are more fully discussed ia Rt

Store Closure CostsEffective for closure decisions made on or subsegteeApril 23, 1998, we recognize the cost of imgtdown th
carrying amount of a restaurant's assets as stosere costs when we have closed or replaced #tawgant within the same quarter
decision is made. Store closure costs also inctudts of disposing of the assets as well as otglity-related expenses from previot



closed stores. These costs are expensed as incAddiionally, we record a liability for the netgsent value of any remaining opera
lease obligations after the expected closure datepf estimated sublease income, if any, at the i@ closure is considered probable.

Considerable management judgment is necessastimate future cash flows. Accordingly, actasults could vary significantly from t
estimates.

Impairment of Long-Lived Assets. We review our londived assets related to each restaurant to be dmddused in the busine
including any allocated intangible assets, samually for impairment, or whenever events or ¢gesnin circumstances indicate that
carrying amount of a restaurant may not be rectler&Ve evaluate restaurants using a "gas history of operating losses" as our prir
indicator of potential impairment. Based on thetlieformation available, we write down an impainegtaurant to its estimated fair mal
value, which becomes its new cost basis. We gdparsdasure estimated fair market value by discognéstimated future cash flows.
addition, after April 23, 1998, when we decide tose a store beyond the quarter in which the closigcision is made, it is reviewed
impairment and depreciable lives are adjusted. ifripairment evaluation is based on the estimated flas/s from continuing use until t
expected disposal date plus the expected termalaéyv

Considerable management judgment is necessastimate future cash flows. Accordingly, actsults could vary significantly from ¢
estimates.

Impairment of Investments in Unconsolidated Affilistes and Enterprise-Level Goodwill. Our methodology for determining &
measuring impairment of our investments in uncadattd affiliates and enterprisevel goodwill is similar to the methodology we use
our restaurants except: (a) the recognition
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test for an investment in an unconsolidated aféliasompares the carrying amount of our investmena tforecast of our share of
unconsolidated affiliate's undiscounted cash flaftsr interest and taxes instead of undiscountet laws before interest and taxes usel
our restaurants; and (b) enterpriseel goodwill is generally evaluated at a couréyel instead of by individual restaurant. Also, reeorc
impairment charges related to investments in urdateted affiliates whenever other circumstanceficiate that a decrease in the value ¢
investment has occurred which is other than temgora

Considerable management judgment is necessastimate future cash flows. Accordingly, actsults could vary significantly from ¢
estimates.

New Accounting Pronouncement Not Yet Adoptedin June 1998, the Financial Accounting Standardsr@¢the "FASB") issued SF/
133. SFAS 133 establishes accounting and repostagdards requiring that every derivative instruméncluding certain derivati
instruments embedded in other contracts) be redardéhe balance sheet as either an asset orityabikasured at its fair value. SFAS !
requires that changes in the derivative's fair &dda recognized currently in earnings unless spduifdge accounting criteria are met. Spt
accounting for qualifying hedges allows a derivaivgains and losses to offset the related chandgiri value on the hedged item in
Consolidated Statements of Income or be deferremligin Accumulated Other Comprehensive Income antiedged forecasted transac
affects earnings. SFAS 133 requires that a comfamyally document, designate and assess the eféegss of transactions to receive he
accounting treatment. In June 2000, the FASB issiedS No. 138, "Accounting for Certain Derivativestruments and Certain Hedg
Activities," which amended certain provisions ofAS-133.

As required, we adopted these statements eeriger 31, 2000, which is the beginning of our 2fi€dal year. The transition adjustme
resulting from the adoption of SFAS 133 were ngnsicant. In addition, the adoption of these statats could increase volatility in ¢
earnings and other comprehensive income.

Note 3 - Comprehensive Income

Accumulated Other Comprehensive Income of $iilfion and $133 million as of December 30, 2008d eDecember 25, 19¢
respectively, consisted entirely of foreign curnetranslation adjustment.

The changes in foreign currency translatignstchent are as follows:

2000 1999 1998

Foreign currency translation adjustment

arising during the period $ (44) $ 15 $ (21)
Less: Foreign currency translation adjustment
included in net income - - 1

Net foreign currency translation adjustment $ (44 $ 15 $ (20
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Note 4 - Earnings Per Common Share ("EPS")

2000 1999 1998

Net income $ 413 $ 627 $ 445
Basic EPS:
Weighted-average common shares outstanding 147 153 153
Basic EPS $ 281 $ 409 $ 292
Diluted EPS:
Weighted-average common shares outstanding 147 153 153
Shares assumed issued on exercise of dilutive

share equivalents 19 24 20
Shares assumed purchased with proceeds of dilutive

share equivalents a7 a7 a7
Shares applicable to diluted earnings 149 160 156
Diluted EPS $ 277 $ 392 $ 284

Unexercised employee stock options to purclaggeoximately 10.8 million, 2.5 million and 1.0lhain shares of our Common Stock
the years ended December 30, 2000, December 28,aribDecember 26, 1998, respectively, were ndidecl in the computation of dilut
EPS because their exercise prices were greatethibaaverage market price of our Common Stock dutie year.

Note 5 - Items Affecting Comparability of Net Incorre

Accounting Changes

In 1998 and 1999, we adopted several accayatid human resource policy changes (collectithly,'accounting changes") that impax
our 1999 operating profit. These changes, whictbelieve are material in the aggregate, fall inte¢hcategories:

e required changes in accounting principles geneeadbepted in the U.S. ("GAAP"),
e discretionary methodology changes implemented teeraocurately measure certain liabilities and
e policy changes driven by our human resource anduating standardization programs.

Required Changes in GAAPEffective December 27, 1998, we adopted StateroERwosition 98-1 ("SOP 98%), "Accounting for th
Costs of Computer Software Developed or Obtainedriternal Use." SOP 98-1 identifies the charast®s of internalise software ar
specifies that once the preliminary project stayeomplete, direct external costs, certain diretrnal payroll and payrolelated costs ai
interest costs incurred during the developmentarhputer software for internal use should be capédl and amortized. Previously,
expensed all software development and procurenusts @s incurred. In 1999, we capitalized approtétyes13 million of internal softwa
development costs and third party software costswhe would have previously expensed. The amoitizaif computer software assets
became ready for their intended use in 1999 wagriificant.

In addition, we adopted Emerging Issues Tasicé- Issue No. 97-11 ("EITF 9rt"), "Accounting for Internal Costs Relating todl
Estate Property Acquisitions," upon its issuancMarch 1998. EITF 92-1 limits the capitalization of internal real estaicquisition costs
those sitespecific costs incurred subsequent to the time tthatreal estate acquisition is probable. We cansatquisition of the prope!
probable upon final site approval. In the first daaof 1999, we also made a discretionary politgrge limiting the types of costs eligible
capitalization to those direct cost types descrixedapitalizable under SOP 98-1. Prior to
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the adoption of EITF 97-11, all peequisition real estate activities were consideguitalizable. This change unfavorably impacted 128¢
operating profit by approximately $3 million.

To conform to the Securities and Exchange Csion's April 23, 1998 interpretation of SFAS N@1, "Accounting for the Impairme
of Long-Lived Assets and for Lonigved Assets to Be Disposed Of," our store cloaareounting policy was changed in 1998. Effectiw
closure decisions made on or subsequent to Aprill298, we recognize store closure costs when we bised the restaurant within
same quarter the closure decision is made. Whetewigle to close a restaurant beyond the quartehich the closure decision is made,



reviewed for impairment. The impairment evaluatierbased on the estimated cash flows from contguise until the expected date
disposal plus the expected terminal value. If thgtaurant is not fully impaired, we continue to réefate the assets over their estim
remaining useful life. Prior to April 23, 1998, wecognized store closure costs and generally sdspledepreciation and amortization w
we decided to close a restaurant within the nexva months. In fiscal year 1999, this change teduin additional depreciation &
amortization of approximately $3 million through @23, 1999.

Discretionary Methodology Changet 1999, the methodology used by our independetutaay was refined and enhanced to provi
more reliable estimate of the sé@lsured portion of our current and prior yearsimdite loss projections related to workers' compims,
general liability and automobile liability insuranprograms (collectively "casualty loss(es)"). @tior practice was to apply a fixed facto
increase our independent actuary's ultimate logggions which was at the 51% confidence leveleach year to approximate our targ:
75% confidence level. Confidence level means t&liliood that our actual casualty losses will beado or below those estimates. Base
our independent actuary's opinion, our prior pcacproduced a very conservative confidence fadtarlavel higher than our target of 7:
Our actuary now provides an actuarial estimateuatargeted 75% confidence level in the aggregatalf selfinsured years. The change
methodology resulted in a one-time increase iN1®99 operating profit of over $8 million.

At the end of 1998, we changed our methodetéminining the pension discount rate to betteeotflhe assumed investment strategie
would most likely use to invest any sheetm cash surpluses. Accounting for pensions requils to develop an assumed interest ra
securities with which the pension liabilities coudd effectively settled. In estimating this discotete, we look at rates of return on high-
quality corporate fixed income securities curremlailable and expected to be available duringpiréod to maturity of the pension bene
As it is impractical to find an investment portfolivhich exactly matches the estimated paymentrstfahe pension benefits, we often h
projected short-term cash surpluses. Previouslyassemed that all sharm cash surpluses would be invested in U.S. gorent securitie
Our new methodology assumes that our investmeaitegiies would be equally divided between U.S. guwent securities and higiuality
corporate fixed income securities. The pensionadiat methodology change resulted in a tinee increase in our 1999 operating profi
approximately $6 million.

Human Resource and Accounting Standardiza®imgrams- In 1999, our vacation policies were conformedatoalendarear basel
earn-as-you-go, use-or-lose policy. The changeigeava ondime favorable increase in our 1999 operating profiapproximately $
million. Other accounting policy standardizationaniges by our three U.S. Concepts provided atiome-favorable increase in our 1¢
operating profit of approximately $1 million.
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Our 1999 operating results included the fablerampact of approximately $29 million ($18 milticaftertax or $0.11 per diluted sha
from these accounting changes. The estimated inipaaimmarized below:

199 9
Restaurant Operating
Margin G &A Profit
u.S. $ 11 % 4 $ 15
Unallocated - 14 14
Total $ 11 % 18 $ 29

1997 Fourth Quarter Charge

In the fourth quarter of 1997, we recordeds58@million unusual charge ($425 million afterc). The charge included estimates fol
costs of closing stores, primarily at Pizza Hut @nidon Restaurants International; (b) reductian&ir market value, less costs to sell, of
carrying amounts of certain restaurants we interide@franchise; (c) impairments of certain restats intended to be used in the busir
(d) impairments of certain investments in uncortsikd affiliates to be retained; and (e) costsetdted personnel reductions. Below
summary of the 1999 and 1998 activity related toamset valuation allowances and liabilities redogph as a result of the 1997 fourth que
charge:

Asset

Valuation

Allowances Liab ilities Total
Balance at December 27,1997 $ 261 $ 129 $ 390

Amounts used (131) (54) (185)



(Income) expense impacts:

Completed transactions 27)
Decision changes (22)
Estimate changes 15
Other 1
Balance at December 26, 1998 97
Amounts used (87)
(Income) expense impacts:
Completed transactions (5)
Decision changes 1
Estimate changes (7
Other 1

Balance at December 25, 1999 $ -

During 1999 and 1998, we continued teevaluate our prior estimates of the fair marketgadf units to be refranchised or closed
other liabilities arising from the charge. In 199& recorded favorable adjustments of $13 milli®h0 million aftertax) and $11 million ($1
million aftertax) included in facility actions net gain and umalsitems, respectively. In 1998, favorable adjwsite of $54 million ($3
million after-tax) and $11 million ($7 million aftéax) were included in facility actions net gain amiisual items, respectively. The 1999
1998 adjustments primarily related to decisionsetain certain stores originally expected to beaked of, lower-thaexpected losses frc
stores disposed of, favorable lease settlemenksasitain lessors related to stores closed andgelsan estimated costs.

Our operating profit reflects the benefit frahe suspension of depreciation and amortizatioapgroximately $12 million ($7 millic
after-tax) and $33 million ($21 million aftéax) in 1999 and 1998, respectively, for storesl et disposal. The benefits from the susper
of depreciation and amortization related to stdies were operating at the end of the respectivéoq® ceased when the stores v

(7) (34)
(17) (39)
@) 8
- 1
4 14
(32)  (119)
- (5)
(3) (2)
9) (16)
- 1
-0 -

refranchised or closed or a subsequent decisiomvaale to retain the stores.

Facility Actions Net Gain

Facility actions net gain consists of thremponents as described in Note 2:

e Refranchising gains (losses),
e Store closure costs (credits), and

e Impairment of long-lived assets for restaurantsmtend to continue to use in the business andesipril 23, 1998, restaurants we

intend to close beyond the quarter in which theule decision is made.

The components of facility actions net gainZ600, 1999 and 1998 were as follows:

u.S.

Refranchising net gains(a) $ (202) $ (

Store closure costs (credits) 6
Impairment charges for stores

that will continue to be used

in the business 3
Impairment charges for stores

to be closed in the future 5

Facility actions net gain (188) (

1999 1998
(Excluding (Excluding
1997 4th Qtr. 1997 4th Qtr.
Charge Charge

tal Adjustments) Total Adjustments)

405) $ (396) $(275) $  (249)

5 15 9) 27
6 6 23 23
9 9 5 5

385) (366)  (256) (194)




International
Refranchising net (gains)

losses(a) 2 a7 (22) (4) (32)
Store closure costs (credits) 4 8 7 (18) 2
Impairment charges for stores

that will continue to be used

in the business 5 10 10 2 2
Impairment charges for stores

to be closed in the future 1 3 3 1 1
Facility actions net (gain) loss 12 4 (2) (19) (27)
Worldwide
Refranchising net gains(a) (200) ( 422) (418) (279) (281)
Store closure costs (credits) 10 13 22 (27) 29

Impairment charges for stores
that will continue to be used

in the business(b) 8 16 16 25 25
Impairment charges for stores
to be closed in the future(b) 6 12 12 6 6
Facility actions net gain $ (176) $ ( 381) $ (368) $ (275) $ (221)
Facility actions net gain,
after- tax $ (98) $ (226) $ (216) $ (162) $ (129)
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A. Includes initial franchise fees in the U.S. of $iillion in 2000, $38 million in 1999 and $39 millidn 1998, and in International of
million, $7 million and $5 million in 2000, 1999 dr1998, respectively. See Note 6.
B. Impairment charges for 2000 and 1999 were recbadminst the following asset categories:

2 000 1999
Property, plant and equipment $ 12 ¢ 25
Intangible assets:
Goodwill - 1
Reacquired franchise rights 2 2
Total impairment $ 14 $ 28

The following table summarizes the 2000 anfl918ctivity related to all stores disposed of oldHer disposal including the stores t
were covered by the fourth quarter 1997 chargeb@ieve that the remaining carrying amounts argaate to complete our disposal actic

Asset
Impairment
Allowances Liabilities
Carrying amount at December 26, 1998 $ 127 $ 77
Amounts used (100) (36)
(Income) expense impact:
New decisions 9 15
Estimate/decision changes (20) 15
Other 4 -
Carrying amount at December 25,1999 $ 20 $ 71
Amounts used (10) (22)

(Income) expense impact:



New decisions 14 5

Estimate/decision changes 4) @)
Other - 3
Carrying amount at December 30, 2000 $ 20 $ 50

The carrying values of assets held for dislagaich were all located in the U.S., were $2 iailland $40 million at December 30, 2!
and December 25, 1999, respectively. These ass#tgled restaurants and in 1999, our idle procgdsicility in Wichita, Kansas, which w
sold in 2000 for its approximate net book value.

The following table summarizes Company sates r@staurant margin related to stores held fgrasial at December 30, 2000 or dispe
of through refranchising or closure during 200099%nd 1998. Restaurant margin represents Compdey less the cost of food and pa
payroll and employee benefits and occupancy
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and other operating expenses. These amounts doahade the impact of Company stores that have loeere expected to be contribute:
new unconsolidated affiliates.

2000 1999 1998

Stores held for disposal or disposed of in 2000:

Sales $ 408 $ 750 $ 690

Restaurant margin 55 97 92
Stores disposed of in 1999 and 1998:

Sales $ 659 $ 1,825

Restaurant margin 66 192

The margin reported above reflects a benadinfthe suspension of depreciation and amortizaifampproximately $2 million, $9 millic
and $32 million in 2000, 1999 and 1998, respedgfivEhe loss of restaurant margin from the dispo$ahese stores was largely mitigatec
(a) increased franchise fees from stores refraadhi®) lower field general and administrative enges; and (c) the estimated interest sa
from the reduction of average debt with net after+efranchising proceeds.

Unusual Items

2000 1999 1998
u.S. $ 29 $ 13 $ 12
International 8 3 4
Unallocated 1 67 35 ()
Worldwide $ 2 04 $ 51 $ 15
After-tax $ 1 29 $ 29 $ 3

Unusual items in 2000 included: (a) $170 milliof charges and direct incremental costs relatede AmeriServe Food Distribution, |
("AmeriServe") bankruptcy reorganization proce$d;dn increase in the estimated costs of settlewfecgrtain wage and hour litigation ¢
associated defense costs incurred in 2000; (¢} exstociated with the formation of an unconsoliiafliate in Canada; and (d) the reve
of excess provisions arising from the resolutiom afispute associated with the disposition of oandsiore Businesses. See Note 21 for ful
discussion of the AmeriServe bankruptcy reorgaiongbrocess and wage and hour litigation.

Unusual items in 1999 included: (a) the wofBof approximately $41 million owed to us by Anfgerve at the AmeriServe bankrug
petition date; (b) an increase in the estimatedscof settlement of certain wage and hour litigatemd associated defense and other
incurred in 1999; (c) favorable adjustments to D887 fourth quarter charge; (d) the w-down to estimated fair market value less cost Kk



of our idle Wichita processing facility; (e) cosissociated with the formation of unconsolidatedliatés in Canada and Poland; (f)
impairment of enterpriskevel goodwill in one of our international businessand (g) severance and other exit costs retatedrategi
decisions to streamline the infrastructure of eterinational business.

Unusual items in 1998 included: (a) an inceemsthe estimated costs of settlement of certaigevand hour litigation and associt
defense and other costs incurred in 1998; (b) sewerand other exit costs related to strategicsbets to streamline the infrastructure of
international businesses; (c) favorable adjustmieneair 1997 fourth quarter charge related to grdied actions that were not taken, prim:
severance; (d) the writedown to estimated fair riralue less costs to sell our minority interestiprivately held Nomore Busines
previously carried at cost; and (e) reversals dage impairment allowances and
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lease liabilities relating to better-thaxpected proceeds from the sale of properties ettiémment of lease liabilities associated with paries
retained upon the sale of a Non-core Business.

Note 6 - Franchise and License Fees

2000 1999 1998
Initial fees, including renewal fees $ 48 $ 71 $ 67
Initial franchise fees included in
refranchising gains (20) (45) (44)
28 26 23
Continuing fees 760 697 604
$ 788 $ 723 $ 627

Note 7 - Other (Income) Expense

2000 1999 1998

Equity income from investments in
unconsolidated affiliates $ 25) $ (199 $ (18
- 3

Foreign exchange net loss (gain) (6)
$ 25 $ (160 $ (29
Note 8 - Property, Plant and Equipment, net
2000 1999
Land $ 543 $ 572
Buildings and improvements 2,469 2,553
Capital leases, primarily buildings 82 102
Machinery and equipment 1,522 1,598
4,616 4,825
Accumulated depreciation and amortization (2,056) (2,279)
Impairment allowances (20) (15)
$ 2,540 $ 2,531

Note 9 - Intangible Assets, net



Reacquired franchise rights $ 264 $ 326

Trademarks and other identifiable intangibles 102 124
Goodwill 53 77
$ 419 $ 527

In determining the above amounts, we haveraatetd accumulated amortization of $415 million20600 and $456 million for 1999.
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Note 10 - Accounts Payable and Other Current Liabities
2000 1999
Accounts payable $ 326 $ 375
Accrued compensation and benefits 209 281
Other current liabilities 443 429
$ 978 $ 1,085
Note 11 -Short-term Borrowings and Long-term Debt
2000 1999
Short-term Borrowings
Current maturities of long-term debt $ 10 $ a7
International lines of credit 68 45
Other 12 25
$ 90 $ 117
Long-term Debt
Senior, unsecured Term Loan Facility,
due October 2002 $ 689 $ 774
Senior, unsecured Revolving Credit Facility,
expires October 2002 1,037 955
Senior, Unsecured Notes, due May 2005 (7.45%) 351 352
Senior, Unsecured Notes, due May 2008 (7.65%) 251 251
Capital lease obligations (see Note 12) 74 97
Other, due through 2010 (6% - 11%) 5 9
2,407 2,438
Less current maturities of long-term debt (20) 47
$ 2,397 $ 2,391

Our primary bank credit agreement, as ameml@@00 and 1999, is comprised of a senior, ungetlierm Loan Facility and a $3 billi
senior unsecured Revolving Credit Facility (colieely referred to as the "Credit Facilities") badii which mature on October 2, 20
Amounts outstanding under our Revolving Credit lgcare expected to fluctuate, but Term Loan Rgcieductions may not be reborrowed.

The Credit Facilities are subject to varioogenants including financial covenants relatingrntaintenance of specific leverage and fi
charge coverage ratios. In addition, the Creditlifi@s contain affirmative and negative covenaintduding, among other things, limitatic
on certain additional indebtedness, guaranteesdebitedness, cash dividends, aggregatelh8ninvestment and certain other transactior
defined in the agreement. The Credit Facilitiesumegprepayment of a portion of the proceeds frartain capital market transactions
refranchising of restaurants.

Interest on amounts borrowed is payable aitlgaarterly at variable rates, based principaltytioe London Interbank Offered R



("LIBOR") plus a variable margin factor. At Decemt0, 2000 and December 25, 1999, the weightedageeinterest rate on our varia
rate debt was 7.2% and 6.6%, respectively, whicludtes the effects of associated interest rate sw#ge Note 13 for a discussion of our
of derivative instruments, our management of cregk inherent in derivative instruments and fa@ue information related to debt ¢
interest rate swaps.

At December 30, 2000, we had unused borrowmgslable under the Revolving Credit Facility qgfpaoximately $1.8 billion, net
outstanding letters of credit of $190 million. Undlee terms of the
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Revolving Credit Facility, we may borrow up to $illion less outstanding letters of credit. We m@afacility fee on the Revolving Cre
Facility. The facility fee rate and the aforementd variable margin factor are determined basetti®more favorable of our leverage rati
third-party senior debt ratings as defined in theeament.

In 1997, we filed a shelf registration statetneith the Securities and Exchange Commission vé#ipect to offerings of up to $2 billion
senior unsecured debt. In May 1998, we issued $38®n 7.45% Unsecured Notes due May 15, 2005 $260 million 7.65% Unsecur
Notes due May 15, 2008 (collectively referred totfas "Notes"). Interest commenced on November 988land is payable se-annually
thereafter. The effective interest rate on the 200&s and the 2008 Notes is 7.6% and 7.8%, rasphct

Interest expense on the short-term borrowargslongterm debt was $190 million, $218 million and $29illion in 2000, 1999 and 19¢
respectively. As more fully discussed in Note 2iteiest expense of $9 million on incremental bomgs related to the AmeriSel
bankruptcy reorganization process has been inclidedusual items.

The annual maturities of long-term debt thto@§05 and thereafter, excluding capital leasegahitins, are 2001 - $2.4 million; 2002 -
$1.7 billion; 2003 - $1 million; 2004 - $0.2 millip 2005 - $352 million and $251 million thereafter.

Note 12 -Leases

We have non-cancelable commitments under laftital and longerm operating leases, primarily for our restawar@apital an
operating lease commitments expire at various datesigh 2087 and, in many cases, provide for esnalations and renewal options. N
leases require us to pay related executory costishvinclude property taxes, maintenance and imsera

Future minimum commitments and sublease rabé#g under non-cancelable leases are set forwvbel

Commitments Su blease Receivables
Dire ct
Capital  Operating Finan cing Operating

2001 $ 12 $ 194 $ 2 $ 10
2002 12 176 2 9
2003 11 154 1 8
2004 11 137 1 7
2005 10 127 1 6
Thereafter 94 630 9 37

$ 150 $ 1,418 $ 16 $ 77

At year-end 2000, the present value of mininpayments under capital leases was $74 million.
56
The details of rental expense and income etréosth below:

2000 1999 1998

Rental expense
Minimum $ 253 $ 263 $ 308



Contingent 28 28 25

Contingent rentals are generally based orsdalels in excess of stipulated amounts contaimélae lease agreements.
Note 13 - Financial Instruments

Derivative Instruments

Our policy prohibits the use of derivativetimsnents for trading purposes, and we have proesdur place to monitor and control tt
use. Our use of derivative instruments has includtstest rate swaps, collars and forward rateeagests. In addition, we utilize on a limi
basis, foreign currency forward contracts and coditgofutures and options contracts. Our interes¢ r@and foreign currency derivat
contracts are entered into with financial instiug while our commodity contracts are generallyhexge traded.

We enter into interest rate swaps, collard, fanward rate agreements with the objective ofioily our exposure to interest rate risk f
portion of our debt and to lower our overall borimogvcosts. Reset dates and the floating rate isdicethe swaps and forward rate agreen
match those of the underlying bank debt. Accordinghy change in market value associated with Weps and forward rate agreemen
offset by the opposite market impact on the relalelot. At December 30, 2000 and December 25, M8%ad outstanding pdixed interes
rate swaps with notional amounts of $450 millior &800 million, respectively. At December 30, 2088 also had outstanding pagriable
interest rate swaps with notional amounts of $380om. Under the contracts, we agree with othertipa to exchange, at specified interv
the difference between variable rate and fixed aam@unts calculated on a notional principal amoW#. had an aggregate receivable u
the related swaps of $0.9 million and $0.4 millanDecember 30, 2000 and December 25, 1999, résplgciThe swaps mature at varis
dates through 2005.

During 2000 and 1999, we entered into interatt collars to reduce interest rate sensitivityaoportion of our variable rate bank d
Interest rate collars effectively lock in a randeénterest rates by establishing a cap and floesdR dates and the floating index on the cc
match those of the underlying bank debt. If interates remain within the collared cap and floar payments are made. If rates rise abov
cap level, we receive a payment. If rates fall vetloe floor level, we make a payment. At DecemhirZ®00 and December 25, 1999, we
not have any outstanding interest rate collars.

We enter into foreign currency exchange catsravith the objective of reducing our exposureetrnings and cash flow volatil
associated with foreign currency fluctuations. 00@ and 1999, we entered into forward contractsetdge our exposure related to cel
foreign currency receivables and payables. Thenatiamount and maturity dates of these contraatshmthose of the underlying receival
or payables. Accordingly, any change in market @adssociated with the forward contracts is offgeth® opposite market impact on
related receivables or payables. At December 300 2bid December 25, 1999, we had outstanding fdra@mtracts related to certain fore
currency receivables and payables with notional
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amounts of $13 million and $9 million, respectiveQur net receivable under the related forward emgents, all of which terminate in 20
was insignificant at December 30, 2000 and Decerabet 999.

In 2000, we entered into forward contractseiduce our exposure to cash flow volatility asseciavith certain forecasted foreign curre
denominated royalties. These forward contractsshmrtierm in nature, with termination dates matchingattyy payments forecasted to
received within the next twelve months. At Decem®@y 2000, we had outstanding forward contractecated with forecasted royalty ci
flows with notional amounts of $3 million. Our netceivable for these contracts as of December @) Yas insignificant.

Our credit risk from the interest rate swagljar and forward rate agreements and foreign exghacontracts is dependent both or
movement in interest and currency rates and pdisgibif nonpayment by counterparties. We mitigate credit tigkentering into the:
agreements with highuality counterparties, netting swap and forware g@ayments within contracts and limiting paymeadsociated wi
the collars to differences outside the collaredjean

Open commodity future and option contracts deferred gains and losses at yead 2000 and 1999, as well as gains and |
recognized as part of cost of sales in 2000, 19@91898, were not significant.

Concentrations of Credit Risk

Accounts receivable consists primarily of amtswdue from franchisees and licensees. Concegatif credit risk with respect to accot
receivable generally are limited due to a large Ineimof franchisees and licensees. At December 300,2accounts receivable inclut



amounts due from franchisees related to the tempdigect purchase program, which is more fullya#ésed in Note 21.
Fair Value

Excluding the financial instruments includedtie table below, the carrying amounts of our offr@ncial instruments approximate |
value.

The carrying amounts and fair values of TRICOfishancial instruments are as follows:
2000 1999

Carr ying  Fair

Carrying  Fair

Am ount  Value Amount  Value

Debt

Short-term borrowings and long-term debt,

excluding capital leases $ 2 413 ¢ 2393 $ 2411 $ 2,377

Debt-related derivative instruments

Open contracts in an asset position - (24) - 3)
Debt, excluding capital leases $ 2 413 $ 2369 $ 2411 $ 2,374
Guarantees and letters of credit $ - $ 51 % - $ 27

We estimated the fair value of debt, dedtted derivative instruments, guarantees anertettf credit using market quotes and calcula
based on market rates. See Note 2 for recentlgdsaacounting pronouncements relating to derivdinancial instruments.
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Note 14 - Pension and Postretirement Medical Ben&di
Pension Benefits

We sponsor noncontributory defined benefitgo@m plans covering substantially all ftithe U.S. salaried employees, certain hc
employees and certain international employees. fisra@e based on years of service and earninggated amounts for each year of service.

Postretirement Medical Benefits

Our postretirement plans provide health caeefits, principally to U.S. retirees and their élegents. These plans include retiree
sharing provisions. Employees are eligible for igné they meet age and service requirementscaradify for retirement benefits.

The components of net periodic benefit costsat forth below:

Pension Benefits

2000 1999 1998

Service cost $ 19 $ 20 $ 21
Interest cost 24 22 20
Expected return on plan assets (25) (24) (22)
Amortization of prior service cost 1 1 -
Amortization of transition (asset) obligation - - (2)
Recognized actuarial loss - - 2
Net periodic benefit cost $ 19 $ 19 $ 20
Additional (gain) loss recognized due to:

Curtailment $ @ $ @4 s -

Special termination benefits - - 3

Postretirement Medical Benefits



2000 1999 1998

Service cost $ 2 3 2 $ 2
Interest cost 3 3 3
Amortization of prior service cost Q) (2) (2)
Net periodic benefit cost $ 4 $ 3 $ 3
Additional (gain) loss recognized due to:
Curtailment $ @) $ @O 3$ @
Special termination benefits - - 1

Prior service costs are amortized on a sttdigh basis over the average remaining service getioemployees expected to rece
benefits. Curtailment gains have generally beeageized in facility actions net gain.
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The change in benefit obligation and plan tssared reconciliation of funded status is as folow

Postretirement

Pension Benefits Medical Benefits
2000 1999 2000 1999
Change in benefit obligation
Benefit obligation at beginning of year  $ 315 $ 315 $ 45 $ 38
Service cost 19 20 2 2
Interest cost 24 22 3 3
Plan amendments - 6 -
Curtailment (gain) (5) (5) (2) Q)
Benefits and expenses paid (29) (24) 3) (2)
Actuarial loss (gain) 17 (29) 3 5
Benefit obligation at end of year $ 351 $ 315 $ 48 $ 45
Change in plan assets
Fair value of plan assets at beginning
of year $ 290 $ 259
Actual return on plan assets 39 51
Employer contributions 4 5
Benefits paid (29) (23)
Administrative expenses Q) (2)
Fair value of plan assets at end of year $ 313 $ 290
Reconciliation of funded status
Funded status $ (38) $ (25 $ (48) $ (45
Unrecognized actuarial (gain) loss (30) (35) 5 3
Unrecognized prior service costs 5 7 Q) (2)
Accrued benefit liability at year- end $ 63) $ (53) $ 49 $ (44)
Other comprehensive income attributable
to change in additional minimum liability
recognition $ - $ (3

Additional year -end information for
pension plans with benefit obligations in
excess of plan assets
Benefit obligation $ 42 $ 31
Fair value of plan assets - -



Additional year -end information for pension
plans with accumulated benefit obligations in
excess of plan assets
Benefit obligation $ 42 $ 31
Accumulated benefit obligation 21 12
Fair value of plan assets - -

60

The assumptions used to compute the informationehbee set forth below:

Pension Ben efits Postretirement Medical Benefits
2000 1999 1998 2000 1999 1998
Discount rate 8.0% 7.8% 6.8% 8.3% 7.6% 7.0%
Long-term rate of return on plan
assets 10.0% 10.0% 10.0% - - -
Rate of compensation increase 50% 5.5% 4.5% 5.0% 5.5% 4.5%

We have assumed the annual increase in cosbsifetirement medical benefits was 8.0% in 2000 will be 7.5% in 2001. We &
assuming the rate will decrease to an ultimate sat&5% by 2007 and remain at that level thereafthere is a cap on our medical liabi
for certain retirees, which is expected to be reddbetween the years 2001-2004; at that point astrfor a retiree will not increase.

Assumed health care cost trend rates havgrafisant effect on the amounts reported for oustpetirement health care plans. A
percent increase in the assumed health care cawd mates would have increased our accumulatedepiosient benefit obligation
December 30, 2000 by $2.7 million. The impact on2000 benefit expense would not have been sigmific

Note 15 - Employee Stock-Based Compensation

At year-end 2000, we had four stock optiomplan effect: the TRICON Global Restaurants, Ineng-Term Incentive Plan ("1999 LTIP'
the 1997 LongFerm Incentive Plan ("1997 LTIP"), the TRICON GlbbRestaurants, Inc. Restaurant General Managerk Shmtion Pla
("YUMBUCKS") and the TRICON Global Restaurants, I&harePower Plan ("SharePower").

We may grant options to purchase up to 7.8aniand 22.5 million shares of stock under the8%IP and 1997 LTIP, respectively, ¢
price equal to or greater than the average maried pf the stock on the date of grant. New opgieants can have varying vesting provisi
and exercise periods. Previously granted optioss meperiods ranging from immediate to 2006 angirexten to fifteen years after gre
Potential awards to employees and momployee directors under the 1999 LTIP include kstoptions, incentive stock options, st
appreciation rights, restricted stock, stock unitstricted stock units, performance shares andogmeance units. Potential awards
employees and noamployee directors under the 1997 LTIP includelstations, incentive stock options, stock appréaimtights, restricte
stock and performance restricted stock units. Weshissued only stock options and performance wo#sttistock units under the 1997 L
and have issued only stock options under the 199P.L

We may grant options to purchase up to 7.%ianilshares of stock under YUMBUCKS at a price dduaor greater than the aver:
market price of the stock on the date of grant. YBIMCKS options granted have a four year vestinggoeand expire ten years after gr
We do not anticipate that any further SharePowantgrwill be made although options previously gedrtould be outstanding through 2006.

At the Spineff Date, we converted certain of the unvestedamstito purchase PepsiCo stock that were held bgmptoyees to TRICO
stock options under either the 1997 LTIP or Shane?oWe converted the options at amounts and eseeqmices that maintained the amc
of unrealized stock appreciation that existed imiatetly prior to the Spimff. The vesting dates and exercise periods obfiteons were n
affected by the conversion. Based on their origigphsiCo grant date, our converted options vegeiiods ranging from one to ten years
expire ten to fifteen years after grant.
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The following table reflects pro forma netaonee and earnings per common share had we electatbfi the fair value approach of SF
123.

2000 1999 1998

Net Income



As reported $ 413 $ 627 $ 445

Pro forma 379 597 425
Basic Earnings per Common Share

As reported $ 281 $ 409 $ 292

Pro forma 2.58 3.90 2.79
Diluted Earnings per Common Share

As reported $ 277 $ 392 $ 284

Pro forma 2.55 3.73 2.72

The effects of applying SFAS 123 in the prorfa disclosures are not likely to be representaifvibe effects on pro forma net income
future years because variables such as the nuriibgtion grants, exercises and stock price votgtilicluded in these disclosures may nc
indicative of future activity.

We estimated the fair value of each optiomgraade during 2000, 1999 and 1998 as of the dageant using the Blackcholes optio
pricing model with the following weighted averagsamptions:

2000 1999 1998
Risk-free interest rate 6.4% 4.9% 5.5%
Expected life (years) 6.0 6.0 6.0
Expected volatility 32.6% 29.7%  28.8%
Expected dividend yield 0.0% 0.0% 0.0%

A summary of the status of all options grartieémployees and namployee directors as of December 30, 2000, Decehel 999 an
December 26, 1998, and changes during the yearsetiged is presented below (tabular options inghnds):

December 30, 200 0 December 25, 1999 December 26, 1998
wtd. Avg. Wtd. Avg. Wt. Avg
Exerc ise Exercise Exercis
Options  Pri ce  Options Price.  Options  Price
Outstanding at beginning of year 24,166 $ 3 118 22,699 $ 26.16 15,245 $ 23.0
Granted at price equal to average
market price 7,860 3 0.33 5,709 49.07 12,084 29.3
Exercised (1,829) 2 1.84 (1,273) 19.51 (962) 18.9
Forfeited (3,518) 3 3.99 (2,969) 31.94 (3,668) 25.6
Outstanding at end of year 26,679 $ 3 1.20 24,166 $ 31.18 22,699 $ 26.1
Exercisable at end of year 7622 $ 2 459 3,665 $ 22.44 3,006 $ 21.1
Weighted average fair value
of options at date of grant  $ 13.48 $ 19.20 $ 11.65
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The following table summarizes information abstock options outstanding and exercisable ateBwer 30, 2000 (tabular options
thousands):



Options Outstanding Options Exercisable

wtd. Avg.
Remaining W td. Avg. witd. Avg.
Range of Contractual E xercise Exericse
Exercise Prices Options Life Price  Options Price
$0.01 - 17.80 1,395 3.91 $ 1522 1,394 $15.22
22.02 - 29.84 9,692 6.23 25.74 4,659 24.38
30.28 - 34.47 10,799 8.44 30.97 1,292 31.47
35.13 - 46.97 4,307 8.16 44.53 272 42.71
72.75 486 8.26 72.75 5 72.75
26,679 7,622

In November 1997, we granted two awards ofgoerance restricted stock units of TRICON's Comn&iock to our Chief Executi
Officer ("CEQ"). The awards were made under the71291P and may be paid in Common Stock or cashhat discretion of tr
Compensation Committee of the Board of Directoeyrifents of the awards of $2.7 million and $3.6 ioillare contingent upon the CE
continued employment through January 25, 2001 &@®,2respectively, and our attainment of certamgsatablished earnings thresholds
defined. We expense these awards over the perfeenaeriods stipulated above. The annual amountdecl in earnings for 2000, 1999 .
1998 was $1.3 million.

During 2000 and 1999, modifications were méaleertain 1997 LTIP and Sharepower options helddmgninated employees. Th
modifications resulted in additional compensatigpense of an insignificant amount in 2000 and $bilion in 1999 with a correspondil
increase in our Common Stock account.

Note 16 -Other Compensation and Benefit Programs

We sponsor two deferred compensation benefignams, the Executive Income Deferral Program #mel Restaurant Deferr
Compensation Plan (the "EID Plan" and the "RDC Plaespectively) for eligible employees and remployee directors. The EID P
allows participants to defer receipt of all or atfwm of their annual salary and incentive compéinga The RDC Plan allows participants
defer a portion of their annual salary. As definBdthe benefit programs, we credit the amountsrdedewith earnings based on cer
investment options selected by the participants.

The EID Plan includes an investment optiont gilwws participants to defer certain incentivenp@nsation to purchase phantom shar
our Common Stock at a 25% discount from the averageket price at the date of deferral (the "Disddstock Account). Participants b
the risk of forfeiture of both the discount and amgounts deferred if they voluntarily separate fremployment during the two year vest
period. We expense the intrinsic value of the disc@ver the vesting period.

We phased in certain program changes to tii Ban during 1999 and 2000. These changes incllidgting investment option
primarily to phantom shares of our Common Stock] saquiring the distribution of investments in fRRICON Common Stock investme
options to be paid in shares of our Common Stoake B these changes, in 1998 we agreed to cremliteatime premium to participe
accounts on January 1, 2000. The premium totalpcoapnately $3 million and was equal to 10% of fragticipants' account balances a
December 31, 1999, excluding (a) investments irDiseount Stock Account and (b) deferrals made9@9al
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Prior to January 1, 1999, we recognized aspemsation expense all investment appreciation qredéation within the EID Pla
Subsequent to January 1, 1999, we no longer rezegas compensation expense the appreciation oedaton, if any, attributable
investments in the Discount Stock Account sinceghiavestments can only be settled in shares o€ourmon Stock. For 1998, we exper
$9 million related to appreciation attributableit@estments in the Discount Stock Account. We atstuced our liabilities by $21 millic
related to investments in the Discount Stock Act@nd increased the Common Stock Account by theesamount at January 1, 1999.

Subsequent to January 1, 2000, we no longegrezed as compensation expense the appreciatidepoeciation, if any, attributable
investments in the phantom shares of our CommookS&ince these investments can only be settleshames of our Common Stock.
1999, we recorded a benefit of $3 million relateddepreciation of investments in phantom sharesuofCommon Stock impacted by
January 2000 plan amendment. We also reduced ahilities by $12 million related to investmentstire phantom shares of our Comr
Stock and increased the Common Stock Account bgdahge amount at January 1, 2000.

Our obligations under the EID Plan as of timel ® 2000 and 1999 were $27 million and $50 millisespectively. We recogniz
compensation expense of $6 million in both 2000 B8@9 and $20 million in 1998 for the EID Pl



Investment options in the RDC Plan consispledintom shares of various mutual funds and TRIC@M@on Stock. During 1998, RL
participants also became eligible to purchase mmanghares of our Common Stock under YUMSOP as egfioelow. We recogni
compensation expense for the appreciation or digtiae, if any, attributable to all investmentstire RDC Plan as well as for our matct
contribution. Our obligations under the RDC programof the end of 2000 and 1999 were $10 milliod 6 million, respectively. W
recognized annual compensation expense of $1 mii2000, 1999 and 1998 for the RDC Plan.

We sponsor a contributory plan to provideregtient benefits under the provisions of SectionK0df the Internal Revenue Code (401
Plan") for eligible fulltime U.S. salaried and certain hourly employeestid@ants may elect to contribute up to 15% ofirthedigible
compensation on a ptax basis. We are not required to make contribstimnthe Plan. In 1998, a Stock Ownership Prograftdi1SOP")
was added to the TRICON Common Stock investmerniboptnder YUMSOP, we make a partial discretionaugtching contribution equ
to a predetermined percentage of each participeotigibution to the TRICON Common Stock Fund. VWWedmine our percentage matc
the beginning of each year based on the immedi&te year performance of our Concepts. We recogha®e compensation expense our
matching contribution of $4 million in both 2000cah999 and $1 million in 1998.

Note 17 - Shareholders' Rights Plan

On July 21, 1998, our Board of Directors destliaa dividend distribution of one right for ead¢tage of Common Stock outstanding a
August 3, 1998 (the "Record Date"). Each rightiatly entitles the registered holder to purchasei consisting of one ontrousandth of
share (a "Unit") of Series A Junior Participatingferred Stock, without par value, at a purchasee@f $130 per Unit, subject to adjustm
The rights, which do not have voting rights, wiledome exercisable for our Common Stock ten busitiess following a publi
announcement that a person or group has acquiré@dsccommenced or intends to commence a tendarfoff 15% or more, or 20% or mu
if such person or group owned 10% or more on tlopthoh date of this plan, of our Common Stock.He event the rights become exercis
for Common Stock, each right will entitle its haldether than the Acquiring Person as defined & Algreement) to purchase, at the rig
then<current exercise price, TRICON Common Stock hawdneplue of twice the exercise price of the rightthe event the rights beco
exercisable for Common Stock and thereafter we are
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acquired in a merger or other business combinagach right will entitle its holder to purchase,tla¢ right's thercurrent exercise pric
common stock of the acquiring company having aealutwice the exercise price of the right.

We can redeem the rights in their entiretypmpio becoming exercisable, at $0.01 per rightasnzkrtain specified conditions. The ric
expire on July 21, 2008, unless we extend that alavee have earlier redeemed or exchanged thesraghprovided in the Agreement.

This description of the rights is qualifiedita entirety by reference to the Rights Agreentmtiveen TRICON and BankBoston, N.A.
Rights Agent, dated as of July 21, 1998 (includimg exhibits thereto).

Note 18 - Share Repurchase Program

In 1999, our Board of Directors authorized thpurchase of up to $350 million of our outstagd@®ommon Stock, excluding applica
transaction fees. This Share Repurchase Programceapleted in 2000. During 2000, we repurchasedr @@ million shares ft
approximately $216 million at an average price gfa@are of $34. During 1999, we repurchased ovem@ll®n shares for approximately $1
million at an average price of $40 per share. talfave repurchased approximately 9.8 million skaan average price of $36.

On February 14, 2001, our Board of Directartharized a new Share Repurchase Program. The hare epurchase Program authol
us to repurchase, over a twear period, up to $300 million of our outstand®gmmon Stock, excluding applicable transaction.fBesed o
market conditions and other factors, repurchaseg bga made from time to time in the open market oodugh privately negotiati
transactions, at the discretion of the Company.

Note 19 - Income Taxes

The details of our income tax provision (béjefre set forth below:

2000 199 9 1998

Current: Federal $ 215 $ 3 42  $ 231
Foreign 66 46 55
State 41 39 22
322 4 27 308
Deferred: Federal (12) ( 18) (2)
Foreign (9) 17 10

State (31) ( 15) )



Taxes payable were reduced by $5 million, $filion, and $3 million in 2000, 1999 and 1998, pestively, as a result of stock opt
exercises. In addition, goodwill and other intamegbwere reduced by $2 million and $22 million BOR and 1999, respectively, as a rest
the settlement of a disputed claim with the IntefRavenue Service relating to the deductibilityrefcquired franchise rights and o
intangibles. These reductions were offset by rédnstin deferred and accrued taxes payable.

In 2000, valuation allowances that relate éfedred tax assets in certain states and foreigmtoes were reduced by $35 million (¢
million, net of federal tax) and $6 million, respigely, as a result of making a
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determination that it is more likely than not tifa¢se assets will be utilized in the current aridriuyears. In 1999, valuation allowances
related to deferred tax assets in certain foremmtries were reduced by $13 million as a resuistéblishing a pattern of profitability.

U.S. and foreign income before income taxesset forth below:

2000 1999 1998
u.s. $ 518 $ 876 $ 617
Foreign 166 162 139

$ 684 $ 1038 $ 756

The reconciliation of income taxes calculaaethe U.S. federal tax statutory rate to our ¢ifectax rate is set forth below:

2000 1999 1998

U.S. federal statutory rate 35.0% 35.0% 35.0%
State income tax, net of federal tax benefit 3.7 3.0 2.8
Foreign and U.S. tax effects attributable to

foreign operations (04) 17 4.4
Effect of unusual items (0.5 (0.5) (0.6)
Adjustments relating to prior years 1.6 04 (1.2)
Other, net 0.2 (0.1) 0.6
Effective income tax rate 39.6% 39.5% 41.1%

The details of 2000 and 1999 deferred taxlitas (assets) are set forth below:

2000 1999
Intangible assets and property, plant and equipment $ 184 $ 170
Other 35 25
Gross deferred tax liabilities $ 219 $ 195
Net operating loss and tax credit carryforwards $ (137) $ (140)
Employee benefits (82) (91)
Self-insured casualty claims (55) (38)
Stores held for disposal - (12)
Various liabilities and other (219) (178)
Gross deferred tax assets (493) (459)

Deferred tax assets valuation allowances 132 173



Net deferred tax assets (361) (286)

Net deferred tax (assets) liabilities $ (142) $ (91)
Reported in Consolidated Balance Sheets as:
Deferred income tax assets $ (75 $ (59)
Other assets (78) (51)
Accounts payable and other current liabilities 1 12
Deferred income taxes 10 7

$ (142) $ (91)
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Our valuation allowance related to deferredassets decreased by $41 million in 2000 primatilg to the previously discussed chang
circumstances related to deferred tax assets faicestates and foreign countries.

A determination of the unrecognized deferd ltability for temporary differences related taranvestments in foreign subsidiaries
investments in foreign unconsolidated affiliatestthre essentially permanent in duration is nottarable.

We have available net operating loss and taxit carryforwards totaling $856 million at Deceent80, 2000 to reduce future tax
TRICON and certain subsidiaries. The carryforwaads related to a number of foreign and state jigtigohs. Of these carryforwards, §
million expire in 2001 and $760 million expire arious times between 2002 and 2020. The remair@3gndillion of carryforwards do n
expire.

Note 20 -Reportable Operating Segments

We are engaged principally in developing, afieg, franchising and licensing the worldwide KH&zza Hut and Taco Bell conce|
KFC, Pizza Hut and Taco Bell operate throughoutUtte and in 84, 87 and 13 countries and terrigooigtside the U.S., respectively. Our
largest international markets based on ongoing adipgr profit in 2000 are Australia, China, Japamréa and the United Kingdom.
December 30, 2000, we had 10 investments in untidased affiliates outside the U.S. whioperate KFC and/or Pizza Hut restaurants
most significant of which are operating in Canaligpan and the United Kingdom.

We identify our operating segments based onagement responsibility within the U.S. and Intéiorel. For purposes of applying SF
No. 131 "Disclosure About Segments of An Enterpard Related Information” we consider our three. @&ncept operating segments t
similar and therefore have aggregated them intoglesreportable operating segment. Other tharlkl&, no individual country represen
10% or more of our total revenues, profits or asset

Re venues
2000 1999 1998
United States $ 5062 $ 5748 $ 6,439
International 2,031 2,074 2,040
$ 7,093 $ 7,822 $ 8,479
Operating Profi t; Interest Expense, Net;
and Income Before Income Taxes
2000 1999 1998
United States $ 742 $ 828 $ 740
International(a) 309 265 191
Foreign exchange (loss) gain - 3) 6
Unallocated and corporate expenses (163) (180) (169)
Facility actions net gain (b) 176 381 275
Unusual items(b) (204) (51) (15)
Total Operating Profit 860 1,240 1,028

Interest expense, net 176 202 272



$ 684 $ 1,038 $ 756
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Deprecia tion and Amortization
2000 1999 1998
United States $ 231 $ 266 $ 300
International 110 110 104
Corporate 13 10 13
$ 354 $ 386 $ 417
Capi tal Spending
2000 1999 1998
United States $ 370 $ 315 $ 305
International 192 139 150
Corporate 10 16 5
$ 572 % 470 $ 460
Identifiable Assets
2000 1999
United States $ 2,400 $ 2,444
International(c) 1,501 1,367
Corporate(d) 248 150
$ 4149 $ 3,961
Long-Lived A ssets(e)
2000 1999
United States $ 2,101 $ 2,143
International 828 874
Corporate 30 41
$ 2959 $ 3,058
A. Includes equity income of unconsolidated afféigbf $25 million, $22 million and $18 million i®A0, 1999 and 1998, respectively.
B. See Note 5 for a discussion by reportable opegaegment of facility actions net gain and unugeats.
C. Includes investment in unconsolidated affiliad€$257 million and $170 million for 2000 and 1998spectively.
D.

Primarily includes accounts receivable arisirapfrthe AmeriServe bankruptcy reorganization proessirther discussed in Note 21,
PP&E related to our office facilities and restritash.

Includes PP&E, net and Intangible Assets, net.

m

See Note 5 for additional operating segmesttldsures related to impairment and the carryinguarnof assets held for disposal.
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Note 21- Commitments and Contingencie:



Impact of AmeriServe Bankruptcy Reorganization Pro@ss

Overview

We and our franchisees and licensees are deptmn frequent replenishment of food ingredieartd paper supplies required by
restaurants. We and a large number of our franebis@d licensees operated under nydéf contracts, which have now been assumi
McLane Company, Inc. ("McLane"), which required thee of AmeriServe to purchase and make delivesfesiost of these suppli
AmeriServe filed for protection under Chapter 11the# U.S. Bankruptcy Code on January 31, 2000.ak pff reorganization for AmeriSel
(the "POR") was approved by the U.S. Bankruptcyr€on November 28, 2000.

During the AmeriServe bankruptcy reorganizatprocess, we took a number of actions to ensunérneed supply to our system. Th
actions, which are described below, have resuea total net expense of $170 million in 2000, whias been recorded as unusual it
Based upon the actions contemplated by the PORhwidue been completed to date and other currewdlyadle information, we believe t
ultimate cost of the AmeriServe bankruptcy reorgation process will not materially exceed the anteatready provided. A summary of
expense is as follows:

DIP Facility $ 70
Gross Settlement Amount 246
Less: Dismissed Payables (101)
Residual Assets (86)

Net Settlement Amount 59

TDPP and Other 41

Bankruptcy Causes of Action -

Each of the amounts in this table is moreyfdéscribed below.

DIP Facility

On February 2, 2000, AmeriServe was providét e $150 million interim debtor-ipossession ("DIP") revolving credit facility (thBIP
Facility"). Through a series of transactions, offecive net commitment under the DIP Facility wia& million. At November 30, 2000, t
total DIP commitment had essentially been funded.

Replacement Lien

During the bankruptcy reorganization process,consented to a cash collateral order by the Baskruptcy Court under which the pre-
petition secured lenders of AmeriServe agreedltwatertain AmeriServe prpetition collateral (principally inventory and récables) to b
used in the normal course of business. In exchamgeagreed to grant a lien ("Replacement Lien"jh@se lenders on inventory that
purchased and the receivables resulting from tleecddhis inventory under the Temporary Direct ¢hase Program described below.
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AmeriServe POR

The POR provided for the sale of the Ameri®dwvS. distribution business to McLane effectiveNmvember 30, 2000. In connection v
this sale, we have agreed to (a) an extension efstties and distribution agreement for U.S. Comymaviyed stores (the "Distributi
Agreement") through October 31, 2010; (b) a finereent increase in distribution fees under theériisgtion Agreement; and (c) a reductiol
our payment terms for supplies from 30 to 15 d&eginning on November 30, 2000 (the closing dat¢hef sale), McLane assumed
supply and distribution responsibilities under ddistribution Agreement, as well as under the disttion agreements of most of
franchisees and licensees previously serviced bgriServe.

Under the terms of the POR, TRICON providedragimately $246 million to AmeriServe (the "Grd3sttlement Amount") to facilitate
global settlement with holders of allowed secured administrative priority claims in the bankrupttly exchange, TRICON will receive 1
proceeds from the liquidation of AmeriServe's ramma inventory, accounts receivable and certaireiotissets (the "Residual Assets").
have currently estimated these proceeds to be xippately $86 million and have recorded a receivdbben the AmeriServe bankrupt
estate in this amount. We expect that these preceddbe primarily realized over the next twelvenths. Through March 9, 2001, we h
collected approximately $29 million.

The POR also released us from any furthemgabbns or claims under the Replacement Lien andiged for the dismissal of the le



action filed by AmeriServe against TRICON seekiryment of the $101 million in preetition trade accounts payable to AmeriServe
"Dismissed Payables"). As previously disclosedhae accrued for, but withheld payment of the DismisPayables.

In addition, the POR grants TRICON a prionityht to proceeds (up to a maximum of $220 millidrgm certain litigation claims ai
causes of action held by the AmeriServe bankrupttgite, including certain avoidance and preferactiens (collectively, the "Bankrupt
Causes of Action"). We expect that any such progetite potential amounts of which are not yet reably estimable, will be primari
realized over the next twelve to twenty-four monthisese recoveries, if any, will be recorded assuatitems as they are realized.

Temporary Direct Purchase Program

During the bankruptcy reorganization procésshelp ensure that our supply chain remained openpurchased supplies directly fr
suppliers for use in our restaurants, as well asdsale to our franchisees and licensees who quisli purchased supplies from AmeriSe
(the "Temporary Direct Purchase Program" or "TDPReriServe agreed, for the same fee in effearpid the bankruptcy filing, -
continue to be responsible for distributing supplie us and our participating franchisee and lieengstaurants. Operations under the T
ceased on November 30, 2000, the date on which Meparchased AmeriServe's U.S. distribution busines

In connection with the TDPP, we incurred apprately $41 million of costs, principally relatéd allowances for estimated uncollect
receivables from our franchisees and licenseestla@dncremental interest cost arising from the tolddl debt required to finance ¢
inventory purchases and the receivables arising fsoipply sales to our franchisees and licenseesseTlleosts also included invent
obsolescence and certain general and administratpenses. Under SFAS No. 45, "Accounting for Fn&e Fee Revenue," the result:
these agency distribution activities are reporte@ met basis in the Consolidated Statement ofnheco
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At December 30, 2000, our remaining receivalilem franchisees and licensees for sales of mgphder the TDPP were approxima
$52 million, net of related allowances for doubthdcounts. The Company intends to vigorously pursliection of these receivabl
Through March 9, 2001, we have collected approxétge43 million. On November 30, 2000, we sold memaining inventories to McLa
at an amount approximating book value. We haveentaining payables to suppliers under the TDPP.

Other

We have incurred and will continue to incunetincremental costs (principally professionakjess a result of the AmeriServe bankru
reorganization process which are being chargeth@sried to unusual items. We expect that thesesctistugh substantially reduced fr
prePOR levels, will continue until the affairs of thetate can be substantially concluded; howeveriaveot expect that these costs, ne
any recoveries from the Bankruptcy Causes of Actidti be material to our annual results of operas, financial condition or cash flows.

Other Commitments and Contingencies

Contingent Liabilities

We were directly or indirectly contingenthatile in the amounts of $401 million and $386 millext yearend 2000 and 1999, respectiv
for certain lease assignments and guarantees. éerblger 30, 2000, $333 million represented contihgehilities to lessors as a result
assigning our interest in and obligations under estate leases as a condition to the refranchigit@mpany restaurants and the contribt
of certain Company restaurants to a new ventu@anada. The $333 million represented the presduéaf the minimum payments of |
assigned leases, excluding any renewal option g&ridiscounted at our ptax cost of debt. On a nominal basis, the contihdjability
resulting from the assigned leases was $513 millldtve remaining amounts of the contingent lialgititprimarily relates to our guarantee
support financial arrangements of certain uncodatdid affiliates and franchisees. The contingetilities related to financial arrangeme
of franchisees include partial guarantees of fraseeh loan pools originated primarily in connectiaith the Company's refranchisi
programs. In support of these guarantees, we hasteg $22 million of letters of credit and $10 ioifl in cash collateral. The cash collat
balances are included in Other Assets. Also, TRIGMides a standby letter of credit under whicHG@N could potentially be required
fund a portion (up to $25 million) of one of tharfichisee loan pools discussed above. Any suchrfgnaiader the standby letter of crt
would then be fully secured by franchisee loanatelial. We have provided for our estimated proba&xgosures under these conting
liabilities largely through charges to refranchgsieins (losses).

Casualty Loss Programs and Estimates

We are currently selfisured for a portion of our current and prior yeaasualty losses, property losses and certaar atburable risk
To mitigate the cost of our exposures for certasualty losses, we make annual decisions to eittam the risks of loss up to cert
maximum per occurrence or aggregate loss limitotiegd with our insurance carriers or to fullyuns those risks. Since the Spiff; we
have elected to retain the risks subject to inslimithtions. In addition, we also purchased insiwein 1998 to limit the cost for certain of
retained risks for the years 1994 to 1996.

Effective August 16, 1999, we made changesutoU.S. and portions of our International propertyd casualty loss programs. For fi



year 2000 and the period from August 16, 1999 thiofiscal year end, 1999, we bundled our riskscisualty losses, property losses
various other insurable risks into one risk poahvwa single maximum loss limit. Certain lossesaeass of the single maximum loss limit
covered
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under reinsurance agreements. Since all of theke hHave been pooled and there are no per occartenits for individual claims, it i
possible that we may experience increased volaiititproperty and casualty losses on a quarterutrtgr basis. This would occur if
individual large loss is incurred either early inpeogram year or when the latest actuarial prajecf losses for a program yea
significantly below our aggregate loss retentionlafge loss is defined as a loss in excess of $Romiwhich was our predominant
occurrence casualty loss limit under our previgissifance program.

We have accounted for our retained liabilitfes casualty losses, including reported and iredirbut not reported claims, basec
information provided by our independent actuarfe&ive August 16, 1999, property losses are aistuded in our actuary's valuation. P
to that date, property losses were based on cemialtestimates.

Actuarial valuations are performed and resgltadjustments to current and prior years' isalfred casualty losses, property losses
other insurable risks, are made in the second amdhf quarters of each fiscal year. The adjustmeztsrded to our casualty loss reserve
2000 were insignificant. We recorded favorable stinents of $30 million in 1999 and $23 million i89B. The 1999 and 1998 adjustm:
resulted primarily from improved loss trends rethte 1998 casualty losses at all three of our W8ncepts. In addition, the favora
insurance adjustments in 1998 included the bepéfibe insurance transaction to limit the costdertain of our retained risk for the ye
1994 to 1996.

We will continue to make adjustments both Hase our actuary's periodic valuations as well agnever there are significant change
the expected costs of settling large claims thatlacurred since the last actuarial valuation performed. Due to the inherent volatility
our actuarially determined casualty loss estimatés,reasonably possible that we could experiesf@nges in estimated losses which ¢
be material to our growth in net income in 2001. bédieve that, since we record our reserves foualslosses at a 75% confidence le
we have mitigated the potential negative impa@dferse development and/or volatility.

Change of Control Severance Agreements

In September 2000, the Compensation Commdfethe Board of Directors approved renewing sevezaagreements with certain |
executives (the "Agreements") that were set torexpin December 31, 2000. These Agreements arestéddoy a termination, under cer
conditions, of the executive's employment followiagchange in control of the Company, as definethen Agreements. If triggered, |
affected executives would generally receive twise amount of both their annual base salary and theiual incentive in a lump su
outplacement services and a tax gross-up for acige&xaxes. These Agreements have a theae-term and automatically renew each Jar
1 for another thregear term unless the Company elects not to renewAtreements. Since the timing of any payments umickes
Agreements cannot be anticipated, the amounts @trestimable. However, these payments, if madelddoa substantial. In the event ¢
change of control, rabbi trusts would be estabtistred used to provide payouts under existing defiesind incentive compensation plans.

Wage and Hour Litigation

We are subject to various claims and contingenrelated to lawsuits, taxes, environmental ethér matters arising out of the nor
course of business. Like certain other large retaiployers, Pizza Hut and Taco Bell have been fateazkrtain states with allegations
purported class-wide wage and hour violations.

On May 11, 1998, a purported class action ldegainst Pizza Hut, Inc., and one of its frasebi, PacPizza, LLC, entitldduardo, et a
v. Pizza Hut, Inc., et al.("Aguardo"), was filed in the Superior Court bktState of California of the County of San FracwisThe lawsu
was filed by three former Pizza Hut
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restaurant general managers purporting to repreggrbximately 1,300 current and former Califorreataurant general managers of F
Hut and PacPizza, LLC. The lawsuit alleges violaiof state wage and hour laws involving unpaidrtime wages and vacation pay
seeks an unspecified amount in damages. On JahRaB000, the Court certified a class of approxatyat,300 current and former restau
general managers. The Court amended the classnenlJi2000 to include approximately 150 additionatent and former restaurant gen
managers. This lawsuit is in the early discoverggeh and no trial date has been set.

On August 29, 1997, a class action lawsuiiregalaco Bell Corp., entitled Bravo, et al. v. daBell Corp.("Bravo"), was filed in th
Circuit Court of the State of Oregon of the CouotyMultnomah. The lawsuit was filed by two formeacb Bell shift managers purporting
represent approximately 17,000 current and fornoerlii employees statewide. The lawsuit allegesatiohs of state wage and hour la
principally involving unpaid wages including ovent, and rest and meal period violations, and saekanspecified amount in damay
Under Oregon class action procedures, Taco Bellallagved an opportunity to "cure" the unpaid wage &our allegations by openiny
claims process to all putative class members poicertification of the class. In this cure progégsco Bell has currently paid out less tha




million. On January 26, 1999, the Court certifiediass of all current and former shift managers @etv members who claim one or mor
the alleged violations. A trial date of Novembed 299 was set. However, on November 1, 1999, thetG@ssued a proposed order postpo
the trial and establishing a préal claims process. The final order regarding ¢ke@ms process was entered on January 14, 20@0. Bell
moved for certification of an immediate appealttd Courterdered claims process and requested a stay g@rtieeedings. This motion w
denied on February 8, 2000. Taco Bell appealeddbdbsion to the Supreme Court of Oregon and thertGaenied Taco Bell's Writ

Mandamus on March 21, 2000. A Coapproved notice and claim form was mailed to apipnakely 14,500 class members on Januar
2000. A Court ordered prgial claims process went forward, and hearingsewseld for claimants employed or previously emptbym
selected Taco Bell restaurants. After the initieatings, the damage claims hearings were discadinlrial began on January 4, 2001.
March 9, 2001, the jury reached verdicts on theswrtiive issues in this matter. A number of themelicts were in favor of the Taco E
position; however, certain issues were decideduoif of the plaintiffs. A number of procedural issuincluding possible appeals, remai
determine the ultimate damages in this matter.

We have provided for the estimated costs efAguardo and Bravo litigations, based on a prijectf eligible claims (including clain
filed to date, where applicable), the cost of ealipible claim, the estimated legal fees incurrgdplaintiffs and the results of settlem
negotiations in these and other wage and houatitig matters. Although the outcome of these latsstannot be determined at this time
believe the ultimate cost of these cases in exobdise amounts already provided will not be mateidaour annual results of operatic
financial condition or cash flows. Any provisionaMe been recorded in unusual items.

On October 2, 1996, a class action lawsuitregaaco Bell Corp., entitted Mynaf, et al. v. BaBell Corp.("Mynaf"), was filed in th
Superior Court of the State of California of theu@ty of Santa Clara. The lawsuit was filed by twonier restaurant general managers
two former assistant restaurant general managefsoging to represent all current and former Taadl Bestaurant general managers
assistant restaurant general managers in Califofhi@ lawsuit alleged violations of California waged hour laws involving unpaid overti
wages, and violations of the State Labor Code'srddceeping requirements. The complaint also includedirgfair business practices cla
Plaintiffs claimed individual damages ranging fré&t0,000 to $100,000 each. On September 17, 19@8cdlrt certified a class
approximately 3,000 current and former assistastatgant general managers and restaurant genereged. Taco Bell petitioned ¢
appellate court to review the trial court's cectifion order. The petition was denied on Decemtel998. Taco Bell then filed a petition
review with the California Supreme Court, and tlegitipn was subsequently denied. Class notices weiéed on August 31, 1999 to o
3,400 class members. Trial began on January 29, Bxfore conclusion of the trial, the parties fetan agreement to settle this matter
entered into
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a stipulation of discontinuance of the case. Thitlement agreement is subject to approval by thetwf the terms and conditions of
agreement and notice to the class with an oppdytuaiobject and be heard. We have provided forcingts of this settlement in unus
items.

Other Litigation

C&F Packing Co., Inc. v. Pizza Hut, Ifthis action was originally filed in 1993 by C&F Réng Co., Inc., a Chicago meat pack
company ("C&F"), in the United States District cbfor the Northern District of lllinois. This law#ualleges that Pizza Hut misapproprie
various trade secrets relating to C&F's allegeagss for manufacturing a precooked Italian saupaga topping. C&F's trade secret cla
against Pizza Hut were originally dismissed by tified court on statute of limitations grounds. Thaling was later overturned by the L
Court of Appeals for the Federal Circuit in Aug@800 and the case was remanded to the trial couftifther proceedings. On remand, P
Hut moved for summary judgment on its statute ofithtions defense. That motion was denied in Jan@@01. This lawsuit is in ti
discovery phase and no trial date has been setlaSittade secret claims against another defendant tried by a jury in late 1998 and
jury returned a verdict for C&F. Judgment on thartdict was affirmed by the U.S. Court of Appealstfte Federal Circuit in August 20C

TRICON believes that C&F's claims are withmrit and is vigorously defending the case. Howgewveview of the inherent uncertaint
of litigation, the outcome of this case cannot bedjted at this time. Likewise, the amount of gutential loss cannot be reason:
estimated.

Obligations to PepsiCo After Spff

In connection with the October 6, 1997 Spfhfrom PepsiCo, we entered into separation am@rotelated agreements (the "Separ:
Agreements"), governing the Spirfif transaction and our subsequent relationship WepsiCo. These agreements provide certain indies
to PepsiCo.

The Separation Agreements provided for, amathgr things, our assumption of all liabilitiesatéhg to the restaurant businesses, inclt
the Noneore Businesses, and our indemnification of Pepsi€ respect to these liabilities. We have incldidmir best estimates of th
liabilities in the accompanying Consolidated FiriahS&tatements. Subsequent to Spin-off, claims weaele by certain Nonere Busines
franchisees and a purchaser of one of the busimeBaalate, we have resolved these disputes wathiounts previously recorded.

In addition, we have indemnified PepsiCo fay @&osts or losses it incurs with respect to atets of credit, guarantees and contin
liabilities relating to our businesses under wHrapsiCo remains liable. As of December 30, 2000si€® remains liable for approximat
$139 million related to these contingencies. ThHibgation ends at the time PepsiCo is releaseditated or replaced by a qualified lette



credit. We have not been required to make any patanender this indemnity.

Under the Separation Agreements, PepsiCo aiamfull control and absolute discretion with nebto any combined or consolidated
filings for periods through October 6, 1997. Pepsélso maintains full control and absolute disoretiegarding any common tax audit iss
Although PepsiCo has contractually agreed to, imdgfaith, use its best efforts to settle all jairterests in any common audit issue on a |
consistent with prior practice, there can be nai@sse that determinations made by PepsiCo wouttideame as we would reach, actin
our own behalf. Through December 30, 2000, thene heot been any determinations made by PepsiCoemiverwould have reachet
different determination.

We also agreed to certain restrictions onamtions to help ensure that the Spin-off maintaitethxfree status. These restrictions, wi
were generally applicable to the two-year peridtbfeing the Spin-off Date,
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included among other things, limitations on anyiitption, merger or consolidation with another camy certain issuances and redempi
of our Common Stock, our granting of stock optiansl our sale, refranchising, distribution or ottisposition of assets. If we failed to at
by these restrictions or to obtain waivers from$#@p and, as a result, the Spin-off fails to qyadif a taxree reorganization, we will |
obligated to indemnify PepsiCo for any resulting tiability, which could be substantial. No paymgninder these indemnities have t
required or are expected to be required. Additign&epsiCo is entitled to the federal income taxdfits related to the exercise after
Spin-off of vested PepsiCo options held by our eypges. We expense the payroll taxes related texbeeise of these options as incurred.

Note 22 - Selected Quarterly Financial Data (Unautid)

2000
First Second Third Fourth
Quarter Quarter  Quarter  Quarter Total
Revenues:
Company sales $ 1425 $ 1480 $ 1470 $ 1930 $ 6,305
Franchise and license fees 172 176 188 252 788
Total revenues 1,597 1,656 1,658 2,182 7,093
Total costs and expenses, net 1,355 1,436 1,526 1,916 6,233
Operating profit 242 220 132 266 860
Net income 120 106 59 128 413
Diluted earnings per common share 0.80 0.71 0.40 0.86 2.77
Operating profit attributable to:
Facility actions net gain 47 66 3 60 176
Unusual items 4) (72) (92) (36) (204)
Net income attributable to:
Facility actions net gain 26 39 3 30 98
Unusual items (2) 47) (57) (23) (129)
1999
First Second Third Fourth
Quarter Quarter  Quarter  Quarter Total
Revenues:
Company sales $ 1662 $ 1,723 $ 1639 $ 2,075 $ 7,099
Franchise and license fees 151 163 173 236 723
Total revenues 1,813 1,886 1,812 2,311 7,822
Total costs and expenses, net 1,577 1,537 1,435 2,033 6,582
Operating profit 236 349 377 278 1,240
Net income 106 179 197 145 627
Diluted earnings per common share 0.66 1.10 1.23 0.93 3.92
Operating profit attributable to:
Accounting changes 10 6 5 8 29

Facility actions net gain 34 133 144 70 381



Unusual items - (4) 3) (44) 5
Net income attributable to:

Accounting changes 6 4 3 5 18
Facility actions net gain 19 80 84 43 226
Unusual items - (2) 3) (24) (2

See Note 5 for details of facility actions net gainusual items and the 1999 accounting changes.
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Management's Responsibility for Financial Statemers

To Our Shareholders:

We are responsible for the preparation, initygmd fair presentation of the Consolidated FaianStatements, related notes and ¢
information included in this annual report. Thesfirtial statements were prepared in accordanceasitbunting principles generally acceyf
in the United States of America and include certaimounts based upon our estimates and assumptsnegquired. Other financ
information presented in the annual report is agtifrom the financial statements.

We maintain a system of internal control ofieancial reporting, designed to provide reasonatsisurance as to the reliability of
financial statements, as well as to safeguard ds®in unauthorized use or disposition. The sysiersupported by formal policies &
procedures, including an active Code of Conducggm intended to ensure employees adhere to theedtiggtandards of personal
professional integrity. Our internal audit functiomonitors and reports on the adequacy of and camgdi with the internal control system,
appropriate actions are taken to address signifiwamtrol deficiencies and other opportunitiesifoproving the system as they are identified.

The Consolidated Financial Statements have bedited and reported on by our independent asdikPMG LLP, who were given fr
access to all financial records and related datduding minutes of the meetings of the Board afbiors and Committees of the Board.
believe that management representations made tndbpendent auditors were valid and appropriate.

The Audit Committee of the Board of Directamdyich is composed solely of outside directorsyfates oversight to our financial report
process and our controls to safeguard assets theeripdic meetings with our independent auditorgrnal auditors and management. E
our independent auditors and internal auditors lfi@eeaccess to the Audit Committee.

Although no coseffective internal control system will preclude afrors and irregularities, we believe our contrdsof December 3
2000 provide reasonable assurance that our assatsasonably safeguarded.

/s/David J. Deno
Chief Financial Officer
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Report of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

We have audited the accompanying consolidatdaince sheets of TRICON Global Restaurants, ind.Zubsidiaries ("TRICON") as
December 30, 2000 and December 25, 1999, and thedeconsolidated statements of income, cash flamd shareholders' deficit ¢
comprehensive income for each of the years inttteeyear period ended December 30, 2000. These coatadidinancial statements are
responsibility of TRICON's management. Our resgaitii is to express an opinion on these consoéiddinancial statements based on
audits.

We conducted our audits in accordance withteugdstandards generally accepted in the UnitedeStof America. Those standards rec



that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaee free of material misstatement.
audit includes examining, on a test basis, evideugporting the amounts and disclosures in thenfii@ statements. An audit also inclu
assessing the accounting principles used and gigntfestimates made by management, as well asairgj the overall financial statem
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financialtstaents referred to above present fairly, in alkanal respects, the financial position
TRICON as of December 30, 2000 and December 259,188d the results of its operations and its céshisffor each of the years in -
three-year period ended December 30, 2000, in citfipwith accounting principles generally acceptedhe United States of America.

/sl KPMG LLP

Louisville, Kentucky

February 13, 2001, except as to Note 18
which is as of February 14, 2001
and Note 21 which is as of March 9, 2001
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PART IV

Item 14. Exhibits, Financial Statement Schedules ahReports on Form 8-K.

(@)

(b)

(1) Financial Statements: Consolidated findrat@ements filed as part of this report are disieder Part I,

(2)

3)

(1)

(2)

3)

(4)

Iltem 8 of this Form 1-K.

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

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

Reports on Form-K

We filed a Current Report on Form 8-K dategt®mber 19, 2000 attaching a press release dated
September 14, 2000 announcing the proposed pleeogjanization that AmeriServe Food Distribution,
Inc. filed with the U.S. Bankruptcy Cou

We filed a Current Report on Form 8-K datextdber 12, 2000 attaching our third quarter easirejease
dated October 11, 200

We filed a Current Report on Form 8-K dateaBimber 16, 2000 attaching a press release dated
November 15, 2000 announcing our 2001 earningsatafdens and strategies as well as reconfirming
ongoing operating EPS expectation for the-year 2000

We filed a Current Report on Form 8-K dateztBmber 4, 2000 attaching a press release dateziribec
1, 2000 announcing that McLane Company, Inc. aidigrg of Wal-Mart Stores, Inc. has finalized its
purchase of the U.S. distribution business of ABenwve Food Distribution, Ini
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SIGNATURES

Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, #gigtrant has duly caused this Forn-K



annual report to be signed on its behalf by thestgigned, thereunto duly authorized.
Dated: March 28, 2001

TRICON GLOBAL RESTAURANTS, INC.

By: /s/ David C. Novak

Pursuant to the requirements of the Securliieshange Act of 1934, this Form XDannual report has been signed by the folloy
persons on behalf of the registrant and in the @tipa and on the dates indicated.

Signature Title Date
/s/ David C. Novak Chairman of the Board, March 28, 2001
David C. Novak Chief Executive Officer and

President (principal executive office
/s/ Andrall E. Pearson Founding Chairman March 28, 2001
Andrall E. Pearso
/s/ David J. Deno Chief Financial March 28, 2001
David J. Deno Officer (principal

financial officer)
/s/ Brent A. Woodford Vice President March 28, 2001
Brent A. Woodford and Controller

(principal accounting

officer)
/s/ D. Ronald Daniel Director March 28, 2001
D. Ronald Danie
/s/ James Dimon Director March 28, 2001
James Dimoi
/sl Massimo Ferragamo Director March 28, 2001
Massimo Ferragam
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/s/ Robert Holland, Jr. Director March 28, 2001
Robert Holland, Ji
/s/ Sidney Kohl Director March 28, 2001
Sidney Kohl
/s/ Kenneth G. Langone Director March 28, 2001
Kenneth G. Langon
/sl Jackie Truijillo Director March 28, 2001
Jackie Truijillo
/s/ Robert J. Ulrich Director March 28, 2001
Robert J. Ulrict
/s/ Jeanette S. Wagner Director March 28, 2001

Jeanette S. Wagn



/sl John L. Weinberg Director March 28, 2001

John L. Weinber

Exhibit Number

3.1

3.2

4.1*

4.2

10.1

10.2

10.3

10.4

10.5

10.6
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TRICON Global Restaurants, Inc.
Exhibit Index
(Item 14)

Description of Exhibits

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

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

Indenture, dated as of May 1, 1998, betweecohrand The First National Bank of Chicago,
pertaining to 7.45% Senior Notes and 7.65% Senaiedldue May 15, 2005 and May 15, 2008,
respectively, which is incorporated herein by refee from Exhibit 4.1 to Tricon's Report on
Form ¢-K filed with the Commission on May 13, 19¢

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

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

Tax Separation Agreement between PepsiCoailrttTricon effective as of August 26, 1997,
which is incorporated herein by reference from BkH0.2 to Tricon's Annual Report on Form
1C-K for the fiscal year ended December 27, 1¢

Employee Programs Agreement between PepsiCoahd Tricon effective as of August 26,
1997, which is incorporated herein by referencenfiexhibit 10.3 to Tricon's Annual Report on
Form 1(-K for the fiscal year ended December 27, 1¢

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

Amended and Restated Sales and Distribution Agreebetween AmeriServe Food Distributi
Inc., Tricon, Pizza Hut, Taco Bell and KFC, effgetias of November 1, 1998, which is
incorporated herein by reference from Exhibit 10 t@won's Annual Report on Form 10-K for the
fiscal year ended December 26, 1998, as amend#deeliyirst Amendment thereto (as filed
herewith).
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Credit Agreement dated as of October 2, 1997 anfoiogn, the lenders party thereto, The Cr
Manhattan Bank, as Administrative Agent, and Claahattan Bank as Issuing Bank, which is
incorporated herein by reference from Exhibit 10 tcon's Quarterly Report on Form 10-Q for
the quarter ended September 6, 1997, as amend&ahéydment No. 1 hereto which is
incorporated herein by reference from Exhibit 110.6 RICON's Quarterly Report on Form 10-Q
for the quarter ended March 20, 1999, as amendeédri®ndment No. 2 hereto, which is
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incorporated herein by reference from Tricon's AalrReport on Form 10-K for the fiscal year
ended December 25, 19¢

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

Tricon 1997 Long Term Incentive Plan, as effecdaober 7, 1997, which is incorporated he
by reference from Exhibit 10.8 to Tricon's Annua@d®rt on Form 10-K for the fiscal year ended
December 27, 199

Tricon Executive Incentive Compensation Péargffective January 1, 1999, as amended, whick
is incorporated herein by reference from Tricomm#al Report on Form 10-K for the fiscal year
ended December 25, 19¢

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

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

Terms of Employment Agreement between TraowhRobert L. Carleton, which is incorporated
herein by reference from Exhibit 10.16 to Tricolfsual Report on Form 10-K for the fiscal
year ended December 27, 19

Form of Directors' Indemnification Agreemaenijch is incorporated herein by reference from
Exhibit 10.17 to Tricon's Annual Report on FormHK@er the fiscal year ended December 27,
1997.

Amended and restated form of Severance Agreemeftitéievent of a change in control) (as f
herewith).

Tricon 1999 Long Term Incentive Plan, as@ive May 20, 1999, which is incorporated herein
by reference from Tricon's Annual Report on ForreKLfdr the fiscal year ended December 25,
1999.

Employment Agreement between Tricon andstan L. Campbell, dated as of September 3,
1997, which is incorporated herein by referencenféexhibit 10.19 to Tricon's Annual Report on
Form 1(-K for fiscal year ended December 26, 1€
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Tricon Purchasing Coop Agreement, dated daoth 1, 1999, between Tricon and the Unified
FoodService Purchasing Coop, LLC, which is incoaped herein by reference from Exhibit
10.20 to Tricon's Annual Report on Formr-K for fiscal year ended December 26, 19
Computation of ratio of earnings to fixed char¢
Active Subsidiaries of Tricor

Consent of KPMG LLP




* Neither Tricon nor any of its subsidiaries is padyny other lon-term debt instrument under
which securities authorized exceed 10 percentefdtal assets of Tricon and its subsidiaries
consolidated basis. Copies of instruments witheetsfo long-term debt of lesser amounts will be
furnished to the Commission upon requ

t Indicates a management contract or compensatony
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Exhibit 10.5

FIRST AMENDMENT AGREEMENT

First Amendment Agreement effective as of @lesing Date (as defined below) by and between A®eeve Food Distribution, Inc.,
Delaware corporation ("AmeriServe"), TRICON Glob@akstaurants, Inc., a North Carolina corporatiorgz®iHut, Inc., a Delawa
corporation, Taco Bell Corp., a California corparat Kentucky Fried Chicken Corporation, a Delawacgporation, and Kentucky Fri
Chicken of Southern California, Inc., a Delawarepooation (as successor to Kentucky Fried Chickefalifornia, Inc.) (collectively, th
"Tricon Parties").

WHEREAS, the parties hereto are parties toAimended and Restated Sales and Distribution Ageethated as of November 1, 199
copy of which is attached hereto as Exhibit A (thestribution Agreement"), pursuant to which Amezi8e has been appointed as
exclusive distributor of certain restaurant produstld to compangwned Pizza Hut, Taco Bell and KFC restaurantfiéncontinental Unite
States; and

WHEREAS, on or about January 31, 2000, Amevi€and its affiliates that are debtors and dehitoqzossession in the Bankruptcy Ce
(defined below) filed voluntary petitions under pter 11 of title 11 of the United States Code, 185.G. §8101t330 in the United Stat
Bankruptcy Court for the District of Delaware (tHgankruptcy Court"), styled In re AmeriServe Foosttibution, Inc., et al.Case No. 00-
358 (PJW) (the "Bankruptcy Cases"); and

WHEREAS, solely to facilitate the sale of edmtof the assets of AmeriServe comprising its WiStribution business to McLa
Company, Inc. (the "Sale Transaction"), the Tridarties have agreed to certain modifications ofDisribution Agreement as set fo
herein, which modifications the Tricon Parties aot obligated to make and would not have agreed tbe absence of the Sale Transac
and

WHEREAS, the Tricon Parties acknowledge thaytwill have received good and valuable considemdh exchange for the modificatic
set forth herein.

NOW, THEREFORE, the parties hereto herebyeageefollows:

1. Section 4(a) of the Distribution Agreemenhereby amended by substituting the phrase "Endal days" for the phrase "30
calendar days" where such phase appears in thedintence thereof, effective as of the ClosingeDat

2. Section 5(b) of the Distribution Agreemenhereby amended by adding the following at thetkarkof, effective as of the Closing
Date:

"Notwithstanding the foregoing, Buyer will use itsasonable best efforts to provide flexibility tell8r with respect to 24
hour/day and 7 day/week delivery options, subjet¢hé black out periods described in Exhibit H&t&d hereto or such other
black out periods which are previously agreed taviiing by Seller and the regional managers offkelusive Restaurants
the minimum service levels set forth in Sectiorf 6his Agreement.”

3. Section 9 of the Distribution Agreement é&sdby deleted in its entirety and is replaced leyftitlowing, effective as of the Closing
Date:

"9. Term.
This Agreement is for a term beginning loa Effective Date and ending on January 11, 2085 (ibitial Term'), and shall

automatically be extended thereafter, subjectéaehms and conditions set forth herein, througtoler 10, 2010 (the
‘Extension Term’').



4.

5.

6.

10.

11.

Section 17 of the Distribution Agreement isdi®y deleted in its entirety and is replaced byftlewing, effective as of the Closit
Date:

"Seller acknowledges that the KFC National Purai@§iooperative, Inc., organizations representin@ KFaco Bell and Pizz
Hut franchisees, and Buyer have established théddrfroodservice Purchasing Co-op, LLC (the 'Unifi@oop') to purchase
goods and equipment, including Restaurant ProduatsExclusive Restaurant Products, for Buyer-ovwaratioperated and
franchisee-owned and operated restaurants, ingugtkelusive Restaurants. Seller also acknowledugsBuyer has
designated the Unified Coop as an SCM Party ancBlgs appointed and designated the Unified Canpneexclusive basis,
to administer purchasing programs on behalf ofwgsint operators for all restaurants located irlthiged States, including
Exclusive Restaurants.

Seller has entered into a Distributor Participat@reement with the Unified Coop in form and substasatisfactory to the
Unified Coop. Consistent with the provisions of &aaph 13(b) of this Agreement, Buyer and Sellehemnsent to the
disclosure of the terms of this Agreement and afgrination provided for in this Agreement to theifiéid Coop. Buyer and
Seller each agree that the designation of the &thiioop as an SCM Party is not in violation ofdssignment provisions
contained in Paragraph 16(d) of this Agreement 'Shrvice Fee,' as defined in Paragraph 4 of teeibButor Participation
Agreement will replace "the costs of SCM allocaiethe Exclusive Restaurant Products” referred tause (y) in Section 3
(a) of this Agreement.”

Section A of Exhibit D to the Distribution Aggment is hereby deleted in its entirety and itaoeul by the following, effective as
January 1, 2001:

"A.  The prices for the Exclusive Restaurargdricts (including fresh produce but excluding sirfitcs and Promotional
Items (as defined below)) shall be the Landed @hst the SCM costs or service fee, as applicalgiecribed in Sections 3(a)
and 17plus the per case charge indicated below:

Pizza Hut $1.66/case
Taco Bell $1.99/case
KFC $1.74/case

Section B of Exhibit D to the Distribution Aggment is hereby deleted in its entirety and it by the following, effective as
January 1, 2001

"B. [Deleted]"

Section IV of Exhibit E to the Distributidxgreement is hereby amended by substituting thagghtbenchmark" for the phrase
"bid" where it appears therein, and by substitutimgphrase "benchmarking” for the phrase "biddinlgére it appears therein, each
effective as of the Closing Date.

Subsection IV.A.1. of Exhibit E to the Dibtition Agreement is hereby amended by addingahewing after the last sentence
thereof, effective as of the Closing Date:

"In developing the standard freight rates, the Sty will continue to use similar practices as dastrated in 1999 and
2000. After receiving freight rates from the versjdhe SCM Party will contract, at its discretiaith one or two nationally
recognized third party logistics firms to providenchmark freight rates by lane. The SCM Party ugl its reasonable best
efforts to ensure the process is performed indegrathdand objectively to preclude any financialrghy the third party
logistics firms for providing understated benchmeight rates."

Section V of Exhibit E to the Distributiorgfeement is hereby deleted in its entirely, effects of the Closing Date.

In connection with and as part of the Jalnsaction, The Tricon Parties consent to Ameri€srassumption and assignment to
McLane, of the Distribution Agreement as modifigdthis First Amendment, and agree that: (i) at@hesing Date, the Distribution
Agreement as amended by this First Amendment bealleemed assumed by AmeriServe and assigned taridchnd (ii) other than
McLane's promise to perform in accordance withtémns of the Distribution Agreement as amendedkyHirst Amendment, no
adequate assurance as to future performance urelelnited States Bankruptcy Code shall be requirednnection with the Sale
Transaction. The Tricon Parties consent to theraptian and assignment of the Distribution Agreemaatamended by this First
Amendment, shall not constitute a waiver of anynataand/or legal or equitable remedies as againgrServe (including, without
limitation, rights of recoupment or setoff) arisiagt of or related to any prior breach of the Dimttion Agreement by AmeriServe, it
being understood that such claims and/or remedéesx@ressly retained by and for the benefit offtheon Parties and that,
notwithstanding the assumption and assignmenteobDiltribution Agreement, as modified by this Féshendment, there has been
cure of any pre-existing defaults under the Disitidm Agreement, provided, that the assumptionassignment shall not diminish or
elevate in any way the status or priority of thecdin Parties' claims or remedies against AmeriStraearose prior to AmeriServe's
bankruptcy.

This First Amendment to the DistributionrAgment shall become effective upon both its exacity the parties hereto and the
final closing of the Sale Transaction (the "Closiate"), provided that such Sale Transaction hesived all requisite approvals of
the Bankruptcy Cour



[PAGE END]

IN WITNESS WHEREOF, the parties hereto havly dixecuted this First Amendment Agreement to thstribution Agreement as

, 200
AMERISERVE FOOD DISTRIBUTION, INC. MCLANE COMPANY, INC.
By: /s/ Kevin J. Rogan By: /s/ James L. Kent
Name: Kevin J. Rogan Name: James L. Kent
Title: Senior Vice Presider Title: Senior Vice Presider

TRICON GLOBAL RESTAURANTS, INC.

KENTUCKY FRIED CHICKEN OF SOUTHERN CALIFORNIA, INC.
KENTUCKY FRIED CHICKEN CORPORATION

P1ZZA HUT, INC.

TACO BELL CORP.

By: /s/ Aylwin B. Lewis
In his Capacity as Executive Officer
Pursuant to Section 16(a) of
The Distribution Agreement

Name: Aylwin B. Lewis

Title: Executive Vice President

Exhibit 10.17

SEVERANCE AGREEMENT

THIS AGREEMENT, dated December 20, 2000, islenby and between Tricon Global Restaurants, énblorth Carolina corporation (t
Company"), and (the "Executive").

WHEREAS, the Company considers it essentiathi® best interests of its shareholders to fodter dontinued employment of k
management personnel; and

WHEREAS, the Board recognizes that, as istts® with many publicly held corporations, the oy of a Change in Control exists a
that such possibility, and the uncertainty and tjoms which it may raise among management, mayitrasthe departure or distraction
management personnel to the detriment of the Coynaad its shareholders; and

WHEREAS, the Board has determined that appatersteps should be taken to reinforce and engeutbe continued attention ¢
dedication of members of the Company's managenieeitiding the Executive, to their assigned dutigthewt distraction in the face
potentially disturbing circumstances arising frdme possibility of a Change in Control;

NOW, THEREFORE, in consideration of the prezsiand the mutual covenants herein contained, ¢nep@ny and the Executive her
agree as follows:

1. Defined Terms The definitions of capitalized terms used in thggeement are provided in the last Section hereof.

2. Term of AgreementThe Term of this Agreement shall commence ondaigni, 2001 and continue for three years; howewer,
January 1, 2002 and each January 1 thereaftefetime shall automatically be extended for an add#lidhree years unless, not later
than September 30 of the preceding year, the Coynpiatihe Executive shall have given notice notxterd the Term; and further
provided, however, that if a Change in Control khale occurred during the Term, the Term shalirexpo earlier than the third
anniversary of the date of such Change in Control.




3. Company's Covenants Summarizéd order to induce the Executive to remain inehgploy of the Company and in consideration of
the Executive's covenants set forth in Sectionrédfethe Company agrees, under the conditiongritbescherein, to pay the Execut
the Severance Payments and the other paymentsapflitb described herein. Except as provided ini@e®8.1 hereof, no Severance
Payments shall be payable under this Agreemenssititeere shall have been (or, under the termseaeébond sentence of Section 6.1
hereof, there shall be deemed to have been) artatiom of the Executive's employment with the Compfllowing a Change in
Control and during the Term. This Agreement shalllie construed as creating an express or impbtattact of employment and,
except as otherwise agreed in writing between ttextive and the Company, the Executive shall asehany right to be retained in
the employ of the Company.

4. The Executive's Covenant¥he Executive agrees that, subject to the temdscanditions of this Agreement, in the event &fadentia
Change in Control during the Term, the Executivik gmain in the employ of the Company until thelieat of (i) a date which is six
(6) months from the date of such Potential Chandeantrol, (ii) the date of a Change in Contral) (he date of termination by the
Executive of the Executive's employment for Goo@a$dm or by reason of death or Disability, or (hg termination by the Company
of the Executive's employment for any reason.

5. Compensation Other Than Severance Payments

5.1 Following a Change in Control and during thenT,eand during any period that the Executive falperform the Executive's full-
time duties with the Company as a result of incapatue to physical or mental iliness, the Compahwgll pay the Executive's f
salary to the Executive at the rate in effect & ¢bommencement of any such period, together witltahpensation and bene
payable to the Executive under the terms of anypsoreation or benefit plan, program or arrangemeaihtained by the Compa
during such period, until the Executive's employtignerminated by the Company for Disability.

5.2 If the Executive's employment shall be terméddbr any reason following a Change in Control dadng the Term, the Compsé
shall pay the Executive's full salary to the Exeaithrough the Date of Termination at the ratefiect immediately prior to the D¢
of Termination or, if higher, the rate in effectrimadiately prior to the first occurrence of an eventircumstance constituting Gc
Reason, together with all compensation and bengéiyable to the Executive through the Date of Teatibn under the terms of 1
Company's compensation and benefit plans, progoarasrangements as in effect immediately priothi» Date of Termination or,
more favorable to the Executive, as in effect imiagdy prior to the first occurrence of an eventcocumstance constituting Go
Reason.

5.3 If the Executive's employment shall be terméddbr any reason following a Change in Control dadng the Term, the Compsé
shall pay to the Executive the Executive's nornast{termination compensation and benefits as sagmpnts become due. Such post-
termination compensation and benefits shall berdwted under, and paid in accordance with, the Gomis retirement, insurar
and other compensation or benefit plans, programsaarangements as in effect immediately priot® Date of Termination or,
more favorable to the Executive, as in effect imiatdy prior to the occurrence of the first eventcacumstance constituting Go
Reason.

6. Severance Payments

6.1 Subject to Section 6.2 hereof, if (i) the Exeais employment is terminated following a Chamy&ontrol and during the Ter
other than (A) by the Company for Cause, (B) bysosaof death or Disability, or (C) by the Executivghout Good Reason, t
Company shall pay the Executive the amounts, aodige the Executive the benefits, described in Béxtion 6.1 ("Severan
Payments") and Section 6.2, in addition to any paysand benefits to which the Executive is emtitieder Section 5 hereof. |
purposes of this Agreement, the Executive's empémtrehall be deemed to have been terminated fallp@iChange in Control by 1
Company without Cause or by the Executive with G&mhson, if (i) the Executive's employment is temied by the Compa
without Cause after the occurrence of a Potentie@n@e in Control and prior to a Change in Contwahdther or not a Change
Control ever occurs) and such termination was atréguest or direction of a Person who has entetedan agreement with t
Company the consummation of which would constitut€hange in Control, (ii) the Executive terminaés employment for Goc
Reason after the occurrence of a Potential Chan@®mtrol and prior to a Change in Control (whettienot a Change in Control e'
occurs) and the circumstance or event which canetitGood Reason occurs at the request or direofi@uch Person, or (iii) tl
Executive's employment is terminated by the Compaitlgout Cause or by the Executive for Good Reaster the occurrence o
Potential Change in Control and such terminationth@r circumstance or event which constitutes GoedsRn is otherwise
connection with or in anticipation of a Change ion@ol (whether or not a Change in Control everuos For purposes of a
determination regarding the applicability of theniediately preceding sentence, any position takethéyExecutive shall be presun
to be correct unless the Company establishes lay aled convincing evidence that such position tcoarect.

(A) In lieu of any further salary payments to thgeEutive for periods subsequent to the Date of Tration and in lieu of ar
severance benefit otherwise payable to the Exezutine Company shall pay to the Executive a lunp severance payment, in ce
equal to two times the sum of (i) the Executivelsébsalary as in effect immediately prior to theeDaf Termination or, if higher,
effect immediately prior to the first occurrence ari event or circumstance constituting Good Reasunh (ii) the target annt
incentive compensation for the Executive in respéche fiscal year in which the Change in Controturred, or, if higher, the acti
incentive compensation the Executive earned fofitival year preceding the year in which the Exieeld employment is terminated.

(B) Notwithstanding any provision of any annualamg-term incentive plan to the contrary, the Comparsligtay to the Executive
lump sum amount, in cash, equal to the sum ofr{j) @anpaid incentive compensation which has beescatéd or awarded to 1



Executive for a completed fiscal year or other meag period preceding the Date of Termination uratey such plan and which t
not yet been paid or deferred pursuant to a défplaa maintained by the Company, and (ii) andwithistanding any provision of t
Company's annual incentive plan to the contragash lump sum amount equal to a pro rata portighaédate of Termination of t
aggregate value of the annual incentive compensatizard to the Executive for the then uncompletedaf year under such pl
assuming achievement of performance goals at tigettdevel, or, if higher, assuming continued acbraent of such performar
goals at the level achieved through the Date ofmimation.

(C) The Company shall provide the Executive witliptacement services suitable to the Executive'#ipondor a period of one ye
or, if earlier, until the first acceptance by thecEutive of an offer of employment.

6.2 (A) Whether or not the Executive becomes etitb the Severance Payments, if any payment afibeaceived or to be receiv
by the Executive in connection with a Change in t@dror the termination of the Executive's employmévhether pursuant to t
terms of this Agreement or any other plan, arrareggrmr agreement with the Company, any Person wacoisens result in a Chan
in Control or any Person affiliated with the Compaor such Person) (all such payments and benefksluding the GrosEhp
Payment, being hereinafter called "Total Paymenaibe subject (in whole or part) to the Excisax] then, subject to the provisic
of subsection (B) of this Section 6.2, the Compsingil pay to the Executive an additional amourd (Brosstp Payment") such th
the net amount retained by the Executive, afteudiéoh of any Excise Tax on the Total Payments amy federal, state and lo
income and employment taxes and Excise Tax uporGtiessUp Payment, shall be equal to the Total Paymerds.plrposes ¢
determining the amount of the Grddp-Payment, the Executive shall be deemed to padgr& income taxes at the highest mar
rate of federal income taxation in the calendar yeavhich the Gros&Jp Payment is to be made and state and local indares ¢
the highest marginal rate of taxation in the statd locality of the Executive's residence on théeld Termination (or if there is |
Date of Termination, then the date on which thesGup Payment is calculated for purposes of this Bedi2), net of the maximt
reduction in federal income tax which could be oi#d from deduction of such state and local taxes.

(B) In the event that, after giving effect to amygleterminations described in subsection (D) of 8astion 6.2, the Total Payments
not exceed by more than ten percent (10%) the $amyaount that would result in no portion of theal ®@ayments being subject to
Excise Tax, then subsection (A) of this Sectionghall not apply and Severance Payments shalldf@seduced (if necessary, to z
in the manner elected by the Executive to the éxtenessary so that no portion of the Total Paymeiiit be subject to the Exci
Tax.

(C) For purposes of determining whether any of Th&al Payments will be subject to the Excise Tad #re amount of such Exc
Tax, (i) all of the Total Payments shall be treasdparachute payments" within the meaning ofi@e&80G(b)(2) of the Code, unls
in the opinion of tax counsel ("Tax Counsel") rezduly acceptable to the Executive and selectedhéyatcounting firm which we
immediately prior to the Change in Control, the @amy's independent auditor (the "Auditor"), sucheotpayments or benefits
whole or in part) do not constitute parachute payeincluding by reason of section 280G(b)(4)(A)tle Code, (ii) all "exce:
parachute payments" within the meaning of sect®d&Db)(l) of the Code shall be treated as subjethé Excise Tax unless, in-
opinion of Tax Counsel, such excess parachute patgfe whole or in part) represent reasonable @ragtion for services actue
rendered, within the meaning of section 280G (bE%)f the Code, in excess of the Base Amount alicao such reasonal
compensation, or are otherwise not subject to tk@sE Tax, and (iii) the value of any noncash bitwefr any deferred payment
benefit shall be determined by the Auditor in adamce with the principles of sections 280G(d)(3) &) of the Code. Prior to t
payment date set forth in Section 6.3 hereof, tam@any shall provide the Executive with its caltiola of the amounts referred tc
this Section 6.2(C) and such supporting materigilara reasonably necessary for the Executive to@eathe Company's calculatic
If the Executive disputes the Company's calculatifin whole or in part), the reasonable opiniorTak Counsel with respect to !
matter in dispute shall prevail.

(D) In the event that (i) amounts are paid to tlxedttive pursuant to subsection (A) of this SecBdd (ii) the Excise Tax is final
determined to be less than the amount taken irtowent hereunder in calculating the GragsPayment, and (iii) after giving effect
such redetermination, the Total Payments are tetheced pursuant to subsection (B) of this Sedi@nthe Executive shall repay
the Company, within ten (10) business days follgnine time that the amount of such reduction inig&dax is finally determine
the portion of the Gross-Up Payment attributablsuoh reduction (plus that portion of the GrogsPayment attributable to the Exc
Tax and federal, state and local income and empdoyrtaxes imposed on the Gragg-Payment being repaid by the Executive), tc
extent that such repayment results in (i) no portd the Total Payments being subject to the ExTee and (ii) a dollar-fodollar
reduction in the Executive's taxable income andesa@r purposes of federal, state and local incam@ employment taxes) p
interest on the amount of such repayment at 120%efate provided in section 1274(b)(2)(B) of tbede. In the event that (x) 1
Excise Tax is determined to exceed the amount takin account hereunder at the time of the ternonabf the Executive
employment (including by reason of any paymentekistence or amount of which cannot be determindteatime of the Grosep
Payment) and (y) after giving effect to such redateation, the Total Payments should not have bednced pursuant to subsec
(B) of this Section 6.2, the Company shall makadditional Gros$Jp Payment in respect of such excess and in regpacty portiol
of the Excise Tax with respect to which the Comphay not previously made a Grddp-Payment (plus any interest, penaltie
additions payable by the Executive with respeauch excess and such portion) within ten (10) lassirdays following the time ti
the amount of such excess is finally determined.

6.3 The payments provided in subsections (A), (@) @) of Section 6.1 hereof and in Section 6.2béshall be made not later tt
the tenth day following the Date of Terminationoyided, however, that if the amounts of such payments, and thediran on suc
payments set forth in Section 6.2 hereof, canndirladly determined on or before such day, the Camypshall pay to the Executive
such day an estimate, as determined in good fgitindo Executive or, in the case of payments unéetién 6.2 hereof, in accordai




with Section 6.2 hereof, of the minimum amount atls payments to which the Executive is clearly tevdti and shall pay tl
remainder of such payments (together with intevaghe unpaid remainder (or on all such paymentsdextent the Company fails
make such payments when due) at 120% of the ratedad in section 1274(b)(2)(B) of the Code) asnsas the amount thereof ¢
be determined but in no event later than the #ilrti(30th) day after the Date of Termination. le #went that the amount of
estimated payments exceeds the amount subseqdetdfymined to have been due, such excess shatitotms loan by the Compa
to the Executive, payable on the tenth (10th) ssnday after demand by the Company (together mtignest at 120% of the r:
provided in section 1274(b)(2)(B) of the Code).th& time that payments are made under this AgregrtienCompany shall provi
the Executive with a written statement setting Hotthe manner in which such payments were calculatedl the basis for su
calculations including, without limitation, any oyns or other advice the Company has received ffam Counsel, the Auditor
other advisors or consultants (and any such opin@radvice which are in writing shall be attachedhe statement). The Compi
shall bear the entire cost of any opinions, adeicsimilar expenses associated with Sections 6&2%hereof.

6.4 The Company also shall pay to the Executivéeghl fees and expenses incurred by the Execitidéisputing in good faith at
issue hereunder relating to the termination ofEkecutive's employment, in seeking in good faitloldain or enforce any benefit
right provided by this Agreement or in connectioitmany tax audit or proceeding to the extent latitable to the application
section 4999 of the Code to any payment or bepefitided hereunder. Such payments shall be madeénwtien (10) business de
after delivery of the Executive's written requefts payment accompanied with such evidence of &e®b expenses incurred as
Company reasonably may require.

7. Termination Procedures and Compensation Durisgude.

7.1 Notice of Termination After a Change in Control and during the Term oder the circumstances described in the se
sentence of section 6.1 hereof), any purporteditetion of the Executive's employment (other thanréason of death) shall
communicated by written Notice of Termination frame party hereto to the other party hereto in ataure with Section 10 here
For purposes of this Agreement, a "Notice of Teation" shall mean a notice which shall indicate gpecific termination provision
this Agreement relied upon and shall set fortheimsonable detail the facts and circumstances alaimprovide a basis for terminat
of the Executive's employment under the provisionnglicated. Further, a Notice of Termination faauSe is required to include
copy of a resolution duly adopted by the affirmatisote of not less than thregarters (3/4) of the entire membership of the Baar:
meeting of the Board which was called and heldtf@ purpose of considering such termination (afézrsonable notice to t
Executive and an opportunity for the Executive etbgr with the Executive's counsel, to be heardreehe Board) finding that, in t
good faith opinion of the Board, the Executive wgadty of conduct set forth in clause (i) or (iij the definition of Cause herein, ¢
specifying the particulars thereof in detail.

7.2 Date of Termination "Date of Termination," with respect to any putedr termination of the Executive's employment aé
Change in Control and during the Term, shall mégaif the Executive's employment is terminated Bisability, thirty (30) days aft
Notice of Termination is given (provided that theeEutive shall not have returned to the fithe performance of the Executiv
duties during such thirty (30) day period), anllifithe Executive's employment is terminated foy ather reason, the date specifie
the Notice of Termination (which, in the case eéamination by the Company, shall not be less thaty (30) days (except in the c:
of a termination for Cause) and, in the case adraination by the Executive, shall not be less tfiti@en (15) days nor more th
sixty (60) days, respectively, from the date suchidé of Termination is given).

7.3 Dispute Concerning Terminatiotf within fifteen (15) days after any Notice o&fimination is given, or, if later, prior to the
of Termination (as determined without regard te t8iection 7.3), the party receiving such Notic& efmination notifies the oth
party that a dispute exists concerning the ternonathe Date of Termination shall be extendedluhé earlier of (i) the date on whi
the Term ends or (ii) the date on which the dispsitinally resolved, either by mutual written agneent of the parties or by a fi
judgment, order or decree of an arbitrator or atcolicompetent jurisdiction (which is not appedéabr with respect to which the tit
for appeal therefrom has expired and no appeabéas perfected); providedowever, that the Date of Termination shall be exter
by a notice of dispute given by the Executive dhsuch notice is given in good faith and the Exe®ipursues the resolution of si
dispute with reasonable diligence.

7.4 Compensation During Disputéf a purported termination occurs following a @be in Control and during the Term and the |
of Termination is extended in accordance with ®ectV.3 hereof, the Company shall continue to pay HExecutive the fu
compensation in effect when the notice giving tisehe dispute was given (including, but not lirdite, salary) and continue 1
Executive as a participant in all compensation efieand insurance plans in which the Executive wagicipating when the noti
giving rise to the dispute was given, until the ®at Termination, as determined in accordance @éhtion 7.3 hereof. Amounts p
under this Section 7.4 are in addition to all otounts due under this Agreement (other than toseunder Section 5.2 hereof)
shall not be offset against or reduce any othensmsodue under this Agreement.

8. No Mitigation. The Company agrees that, if the Executive's eympémt with the Company terminates during the Teha Executive
is not required to seek other employment or tangiitdn any way to reduce any amounts payable t&Rezutive by the Company
pursuant to Section 6 hereof or Section 7.4 hefaather, the amount of any payment or benefit joled for in this Agreement shall
not be reduced by any compensation earned by theufixe as the result of employment by another eygsl by retirement benefits,
by offset against any amount claimed to be owethbyExecutive to the Company, or otherwise.

9. Successors; Binding Agreement




10.

11.

12.

13.

14.

15.

9.1 In addition to any obligations imposed by lapon any successor to the Company, the Companyregllire any succes:
(whether direct or indirect, by purchase, mergensolidation or otherwise) to all or substantialy of the business and/or asset
the Company to expressly assume and agree to petfos Agreement in the same manner and to the sateat that the Compa
would be required to perform it if no such sucomsdiad taken place. Failure of the Company to nlsach assumption and agreen
prior to the effectiveness of any such succesdiafl e a breach of this Agreement and shall entite Executive to compensal
from the Company in the same amount and on the sammes as the Executive would be entitled to hedeuif the Executive were
terminate the Executive's employment for Good Reeaafter a Change in Control, except that, for pagsoof implementing tl
foregoing, the date on which any such successioarbes effective shall be deemed the Date of Tertimima

9.2 This Agreement shall inure to the benefit ofl &re enforceable by the Executive's personal al legpresentatives, execut
administrators, successors, heirs, distributeessees and legatees. If the Executive shall didendny amount would still be paya
to the Executive hereunder (other than amountstwhig their terms, terminate upon the death offkecutive) if the Executive h
continued to live, all such amounts, unless otheswirovided herein, shall be paid in accordanck thié terms of this Agreement
the executors, personal representatives or admatoss of the Executive's estate.

Notices For the purpose of this Agreement, notices ahdtlér communications provided for in the Agreetrshall be in writing
and shall be deemed to have been duly given whigredsd or mailed by United States registered nmatlirn receipt requested,
postage prepaid, addressed, if to the Executivineti@ddress inserted below the Executive's sigaatu the final page hereof and, i
the Company, to the address set forth below, suth other address as either party may have fadighthe other in writing in
accordance herewith, except that notice of chafigeldress shall be effective only upon actual pcei

To the Company

Tricon Global Restaurants, Inc.
1441 Gardiner Lane

Louisville, KY 40213

Attention: General Couns

Miscellaneous No provision of this Agreement may be modifiedjived or discharged unless such waiver, modificatiodischarge
is agreed to in writing and signed by the Executind such officer as may be specifically designaiethe Board. No waiver by eitk
party hereto at any time of any breach by the gblety hereto of, or of any lack of compliance wihy condition or provision of this
Agreement to be performed by such other party dieatleemed a waiver of similar or dissimilar privis or conditions at the same
at any prior or subsequent time. This Agreemenésgules any other agreements or representati@eratherwise, express or
implied, with respect to the subject matter hesgbith have been made by either party; providedwever, that this Agreement shall
supersede any agreement setting forth the termsanditions of the Executive's employment with @@mpany only in the event that
the Executive's employment with the Company is beated on or following a Change in Control, by @empany other than for
Cause or by the Executive for Good Reason. Theitglinterpretation, construction and performantéhis Agreement shall be
governed by the laws of the State of Kentucky, auitireference to its principles of conflicts of latll references to sections of the
Exchange Act or the Code shall be deemed alsd¢otieeany successor provisions to such sectiong.playments provided for
hereunder shall be paid net of any applicable witihg required under federal, state or local land any additional withholding to
which the Executive has agreed. The obligationth®Company and the Executive under this Agreemvaitth by their nature may
require either partial or total performance after €xpiration of the Term (including, without limfion, those under Sections 6 and 7
hereof) shall survive such expiration.

Validity . The invalidity or unenforceability of any prowsi of this Agreement shall not affect the validityenforceability of any
other provision of this Agreement, which shall rémia full force and effect.

CounterpartsThis Agreement may be executed in several copattsy, each of which shall be deemed to be annaiigiut all of
which together will constitute one and the samé&umsent.

Settlement of Disputes; Arbitratioi4.1 All claims by the Executive for benefits enthis Agreement shall be directed to and
determined by the Board and shall be in writingy Alenial by the Board of a claim for benefits untiiés Agreement shall be
delivered to the Executive in writing and shall feeth the specific reasons for the denial andsihecific provisions of this Agreement
relied upon. The Board shall afford a reasonabj@odpnity to the Executive for a review of the déeh denying a claim and shall
further allow the Executive to appeal to the Baaudkcision of the Board within sixty (60) days afietification by the Board that the
Executive's claim has been denied.

14.2 Any further dispute or controversy arising @ndr in connection with this Agreement shall btleg exclusively by arbitration
Louisville, Kentucky in accordance with the ruldsttte American Arbitration Association then in effegprovided, however, that thi
evidentiary standards set forth in this Agreemdralsapply. Judgment may be entered on the arbitsabward in any court havi
jurisdiction. Notwithstanding any provision of thisgreement to the contrary, the Executive shall epgitled to seek speci
performance of the Executive's right to be paidl diné Date of Termination during the pendency 0§ dispute or controversy arisi
under or in connection with this Agreement.

Definitions. For purposes of this Agreement, the followingrtsishall have the meanings indicated below:



(A) "Affiliate” shall have the meaning set forth Rule 12b-2 promulgated under Section 12 of thehBrge Act.
(B) "Auditor" shall have the meaning set forth iacBon 6.2 hereof.

(C) "Base Amount" shall have the meaning set fortbection 280G(b)(3) of the Code.

(D) "Beneficial Owner" shall have the meaning seth in Rule 13d-3 under the Exchange Act.

(E) "Board" shall mean the Board of Directors af Gompany.

(F) "Cause" for termination by the Company of thee&utive's employment shall mean (i) the willfuldacontinued failure by tt
Executive to substantially perform the Executivitiies with the Company (other than any such fail@sulting from the Executivi
incapacity due to physical or mental illness or angh actual or anticipated failure after the isseaof a Notice of Termination 1
Good Reason by the Executive pursuant to Sectibrm&reof) after a written demand for substantiafquenance is delivered to t
Executive by the Board, which demand specificatigntifies the manner in which the Board believest the Executive has r
substantially performed the Executive's duties(iprthe willful engaging by the Executive in conttuwhich is demonstrably a
materially injurious to the Company or its subsidia, monetarily or otherwise. For purposes of steu(i) and (ii) of this definitio
(x) no act, or failure to act, on the Executiveastishall be deemed "willful* unless done, or oedtto be done, by the Executive nc
good faith and without reasonable belief that thedative's act, or failure to act, was in the letgrest of the Company and (y) in
event of a dispute concerning the application & gnovision, no claim by the Company that Caudstexshall be given effect unle
the Company establishes to the Board by clear andirecing evidence that Cause exists.

(G) A "Change in Control" shall be deemed to hageuored if the event set forth in any one of thibofeing paragraphs shall ha
occurred:

I. any Person is or becomes the Beneficial Owneectly or indirectly, of securities of the Compaimpt including in the
securities beneficially owned by such Person aoyrties acquired directly from the Company orat8liates) representing
20% or more of the combined voting power of the @any's then outstanding securities, excluding argdh who becomes
such a Beneficial Owner in connection with a tratisa described in clause (i) of paragraph (lll)dve or

Il. the following individuals cease for any reasorconstitute a majority of the number of directbwsn serving: individuals who,
on the date hereof, constitute the Board and amydieector (other than a director whose initialtamption of office is in
connection with an actual or threatened electiontest, including but not limited to a consent saditon, relating to the
election of directors of the Company) whose apmoértt or election by the Board or nomination forcgtan by the Company's
shareholders was approved or recommended by afatdeast two-thirds (2/3) of the directors thatifi in office who either
were directors on the date hereof or whose appeintnelection or nomination for election was presgly so approved or
recommended; or

Ill. there is consummated a merger or consolidatioiihe Company or any direct or indirect subsidiafyhe Company with any
other corporation, other than (i) a merger or cidaton immediately following which those individls who, immediately
prior to the consummation of such merger or codstilbn, constituted the Board, constitute a majaftthe board of directors
of the Company or the surviving or resulting entityany parent thereof, or (ii) a merger or cortiion effected to implement
a recapitalization of the Company (or similar tiation) in which no Person is or becomes the BeiafOwner, directly or
indirectly, of securities of the Company (not irdileg in the securities beneficially owned by suehsén any securities
acquired directly from the Company or its Affilia)erepresenting 20% or more of the combined vqtimger of the Company
then outstanding securities,

Notwithstanding the foregoing, a "Change in Coritsiall not be deemed to have occurred by virtu¢hef consummation of a
transaction or series of integrated transactiomaediately following which the record holders of tt@mmon stock of the Compe
immediately prior to such transaction or seriegrahsactions continue to have substantially theesproportionate ownership in
entity which owns all or substantially all of thesats of the Company immediately following suchdgeation or series of transactions.

(H) "Code" shall mean the Internal Revenue CodE9@6, as amended from time to time.

(I) "Company" shall mean Tricon Global Restaurafts, and, except in determining under Section }5{&eof whether or not a
Change in Control of the Company has occurred] siduide any successor to its business and/otsaggech assumes and agree
perform this Agreement by operation of law, or ottise.

(J) "Date of Termination" shall have the meaningfegh in Section 7.2 hereof.

(K) "Disability" shall be deemed the reason for teemination by the Company of the Executive's ayplent, if, as a result of t
Executive's incapacity due to physical or mentake#s, the Executive shall have been absent frenfulirtime performance of ti
Executive's duties with the Company for a periogiaf(6) consecutive months, the Company shall ltaven the Executive a Noti
of Termination for Disability, and, within thirty3Q) days after such Notice of Termination is givére Executive shall not ha



returned to the full-time performance of the Exa@l$ duties.

(L) "Exchange Act" shall mean the Securities ExgfeAct of 1934, as amended from time to time.
(M) "Excise Tax" shall mean any excise tax imposeder section 4999 of the Code.

(N) "Executive" shall mean the individual namedhe first paragraph of this Agreement.

(O) "Good Reason" for termination by the Executiwehe Executive's employment shall mean the oecwwe (without the Executivi
express written consent) after any Change in Chrdarerior to a Change in Control under the cirstamces described in clauses
and (iii) of the second sentence of Section 6.kdfettreating all references in paragraphs (1) digto (VIl) below to a "Change
Control" as references to a "Potential Change imt@d"), of any one of the following acts by the @pany, or failures by ti
Company to act, unless, in the case of any adiluré to act described in paragraph (1), (V), (@h)(VIl) below, such act or failure
act is corrected prior to the Date of Terminatipadfied in the Notice of Termination given in respthereof:

I. the assignment to the Executive of any dutiesmiststent with the Executive's status as an exexofficer of the Company or
a substantial adverse alteration in the naturéadus of the Executive's responsibilities from thoseffect immediately prior 1
the Change in Control;

II. areduction by the Company in the Executive'suat base salary or target incentive award or itiee@ward opportunity as in
effect on the date hereof or as the same may bedsed from time to time;

lll. the relocation of the Executive's principal gdaof employment to a location more than 50 mitesfthe Executive's principal
place of employment immediately prior to the Chaimg€ontrol or the Company's requiring the Execaitio be based
anywhere other than such principal place of empkyinor permitted relocation thereof) except fajuieed travel on the
Company's business to an extent substantially semgiwith the Executive's present business tralvigdations;

IV. the failure by the Company to pay to the Exegaitiny portion of the Executive's current compeaasabr to pay to the
Executive any portion of an installment of deferocethpensation under any deferred compensation gmogf the Company,
within seven (7) days of the date such compenséidoe;

V. the failure by the Company to continue in effegt aampensation plan in which the Executive partitgs immediately prior 1
the Change in Control which is material to the Ex@e's total compensation, including but not liditto the Company's or 8
substitute plans adopted prior to the Change ini@Gbmunless an equitable arrangement (embodieoh iongoing substitute or
alternative plan) has been made with respect th plan, or the failure by the Company to contirtue Executive's
participation therein (or in such substitute oeaittive plan) on a basis not materially less fabta, both in terms of the
amount or timing of payment of benefits provided &me level of the Executive's participation relatto other participants, as
existed immediately prior to the Change in Control;

VI. the failure by the Company to continue to pravitie Executive with benefits substantially simitathose enjoyed by the
Executive under any of the Company's pension, gayiife insurance, medical, health and accidendjsability plans in whic
the Executive was participating immediately primtiie Change in Control (except for across thedohanges similarly
affecting all executives of the Company and alloentwes of any Person in control of the Comparyg, teking of any other
action by the Company which would directly or ireaitly materially reduce any of such benefits orrilepthe Executive of ar
material fringe benefit enjoyed by the Executivéhattime of the Change in Control, or the failoyethe Company to provide
the Executive with the number of paid vacation dayshich the Executive is entitled on the basigedrs of service with the
Company in accordance with the Company's normadti@e policy in effect at the time of the Chang&iontrol; or

VII. any purported termination of the Executive'spoayment which is not effected pursuant to a Notit&ermination satisfying
the requirements of Section 7.1 hereof; for purpadeahis Agreement, no such purported terminasioall be effective.

The Executive's right to terminate the Exemisi employment for Good Reason shall not be afteby the Executive's incapac
due to physical or mental illness. The Executiw®rtinued employment shall not constitute consenot a waiver of rights wi
respect to, any act or failure to act constitutBmpd Reason hereunder.

For purposes of any determination regardirgekistence of Good Reason, any claim by the Ekectitat Good Reason exi
shall be presumed to be correct unless the Comestaplishes to the Board by clear and convincindegxe that Good Reason d
not exist.

(P) "Gross-Up Payment" shall have the meaningas#t fn Section 6.2 hereof.
(Q) "Notice of Termination" shall have the meangag forth in Section 7.1 hereof.

(R) "Pension Plan" shall mean any gualified, supplemental or excess benefit penslan maintained by the Company and any ¢
plan or agreement entered into between the Exexatid the Company which is designed to provideEttecutive with supplemen



retirement benefits.

(S) "Person" shall have the meaning given in Sac8i@)(9) of the Exchange Act, as modified and use8ections 13(d) and 14
thereof, except that such term shall not inclujethg@ Company or any of its subsidiaries, (ii) astee or other fiduciary holdi
securities under an employee benefit plan of then@my or any of its Affiliates, (iii) an underwnitéemporarily holding securiti
pursuant to an offering of such securities, or Worporation owned, directly or indirectly, byetehareholders of the Compan:
substantially the same proportions as their owriprshstock of the Company.

(T) "Potential Change in Control" shall be deemedhave occurred if the event set forth in any ohthe following paragraphs sh
have occurred:

I. the Company enters into an agreement, the constimmof which would result in the occurrence @laange in Control;

Il. the Company or any Person publicly announcemt@mtion to take or to consider taking actionsahhif consummated, would
constitute a Change in Control;

lll. any Person becomes the Beneficial Owner, diyemt indirectly, of securities of the Company repenting 15% or more of
either the then outstanding shares of common sibttke Company or the combined voting power of@lmenpany's then
outstanding securities (not including in the sa@sibeneficially owned by such Person any seesrdicquired directly from
the Company or its affiliates), excluding, howewary entity or group which, as of July 21, 1998; ba file with the Securitie
and Exchange Commission a Form 13D or 13G indigatimnership aggregating 10% or more of the theatantling shares
common stock of the Company or the combined vabioger of the Company's then outstanding securities;

IV. the Board adopts a resolution to the effect,tf@tpurposes of this Agreement, a Potential ClhandgControl has occurred.
(U) "Severance Payments" shall have the meaninfpghtin Section 6.1 hereof.
(V) "Tax Counsel" shall have the meaning set fantBection 6.2 hereof.

(W) "Term" shall mean the period of time descrilire&ection 2 hereof (including any extension, ammition or termination descrik
therein).

(X) "Total Payments" shall mean those paymentsesaribed in Section 6.2 hereof.

TRICON GLOBAL RESTAURANTS, INC

By:
Name:
Title:
Address:

(Please print carefull

EXHIBIT 12

TRICON Global Restaurants, Inc.
Ratio of Earnings to Fixed Charges Years Ended 2000996
(in millions except ratio amounts)

53



——————————— 52 Weeks

Name of Subsidiar

2000 1999 1998 1997 1996

Ear ni ngs:
Pretax income from continuing operations

before cumulative effect of accounting

changes(a) 684 1,038 756 (35) 72
Minority interests in consolidated subsidiaries - - - - (
Unconsolidated affiliates' interests,

net(a) (13) (12) (10) 3) (6
Interest expense(a) 190 218 291 290 310
Interest portion of net rent expense(a) 87 90 105 118 116
Earnings available for fixed charges 948 1,334 1,142 370 491
Fi xed Charges:
Interest Expense(a) 190 218 291 290 310
Interest portion of net rent expense(a) 87 90 105 118 116
Total Fixed Charges 277 308 396 408 426
Ratio of Earnings to Fixed

Charges(b)(c) 3.42x  4.33x 2.88x 0.91x  1.15x

Included in earnings for the years 1996 throug§8@7lare certain allocations related to overheats@sd interest expense from
PepsiCo. For purposes of these ratios, earningsadgalated by adding to (subtracting from) preteoome from continuing operatio
before income taxes and cumulative effect of actingrchanges the following: fixed charges, exclgdiapitalized interest; (minority
interests in consolidated subsidiaries); (equitpme (loss) from unconsolidated affiliates); anstributed income from
unconsolidated affiliates. Fixed charges consishigfrest on borrowings, the allocation of PepsQuterest expense for years 1996-
1997 and that portion of rental expense that apprates interest.

Included the impact of unusual items of $204 ioill($129 million after-tax) in 2000, $51 millio$Z9 million after-tax) in 1999, $15
million ($3 million after-tax) in 1998, $184 millio($165 million after-tax) in 1997, and $246 mitli¢$189 million after-tax) in 1996.
Excluding the impact of such charges, the ratiearhings to fixed charges would have been 4.1@9x42.92x, 1.36x, and 1.73x for
the fiscal years ended 2000, 1999, 1998, 19971884, respectively.

For the fiscal year December 27, 1997, earnirgyg\wnsufficient to cover fixed charges by appraoatiety $38 million. Earnings in
1997 includes a charge of $530 million ($425 millafter-tax) taken in the fourth quarter to refoous business.

Exhibit 21.1

SUBSIDIARIES OF TRICON
AS OF DECEMBER 31, 2000 (1)

State or
Country of

Incorporatior




A & M Food Services, Inc Nevads

Calny, Inc. Delaware
Changsha KFC Co., Lt China
Chengdu KFC China
Chongging KFC Co., Ltc China
Dalian Kentucky Fried Chicken Co., Lt China

El KrAm, Inc lowa
Glenharney Insurance Compe Vermont
Guangdong KFC Co., Lt China
Hangzhou KFC China
Kentucky Fried Chicken (Great Britain) Limit United Kingdom
Kentucky Fried Chicken Beijing Co., Lt China
Kentucky Fried Chicken Corporate Holdings L Delaware
Kentucky Fried Chicken Corporatic Delaware
Kentucky Fried Chicken de Mexico, S.A. de C Mexico
Kentucky Fried Chicken Espana, S Spain
Kentucky Fried Chicken Global B. Netherland:
Kentucky Fried Chicken International Holdings, | Delaware
Kentucky Fried Chicken Japan Li Japar
Kentucky Fried Chicken of California, In Delaware
Kentucky Fried Chicken Worldwide B.\ Netherland:
KFC Corporatior Delaware
KFC Enterprises, Inc Delaware
KFC France SA! France
KFC International (Thailand) Ltc Thailand
KFC Management Pte. Lt Singapore
KFC National Management Compa Delaware
KFC of America, Inc California
KFC Pty. Ltd. Australia
KFCC/TRICON Holdings Ltd Canade
Nanjing KFC Co. Ltd China
PCNZ Investments Ltc Mauritius
PCNZ Ltd. Mauritius
PepsiCo Eurasia Limite Delaware
PHM de Mexico S.A. de C.\ Mexico
Pizza Belgium B.V.B.A Belgium
Pizza France S.N.( France
Pizza Hut (U.K.) Ltd United Kingdom
Pizza Hut International (UK) Ltc United Kingdom
Pizza Hut International, LL¢ Delaware
Pizza Hut Korea Co., Ltc Korea
Pizza Hut Mexicana S.A. de C. Mexico
Pizza Hut of America, Inc Delaware
Pizza Hut Singapore Pte. Li Singapore
Pizza Hut West, Inc California
Pizza Hut, Inc California
Pizza Huts of the Northwest, Ir Minnesots
Pizza Management, In Texas
Priszm Brandz LF Canade
Qingdao Kentucky Fried Chicken Co. L China

Red Raider Pizza Compa Delaware
Restaurant Holdings Lt United Kingdom
SEPSA S.N.C France
Shanghai Kentucky Fried Chick China
Shanghai Pizza Hut Co. Lt China

Shenyang KFC Co., Lt China



Shenzhen KFC Co., Lt

China

Spizza 30 S.A.S France
Suzhou KFC China

Taco Bell Corp California
Taco Bell of America, Inc Delaware
Taco Bell of California, Inc California
Taco Caliente, Inc Arizona
Taco Del Sur, Inc Georgia
Taco Enterprises, In Michigan
TB Holdings California
TBLD Corp. California
Tenga Taco, Inc Florida
Tianjin KFC Co. China
Tricon Aviation Services, Inc Delaware
Tricon (China) Investment Company, L China
Tricon (Shanghai) Consulting Co., Li China
Tricon Franchise (Canada) | Canade
Tricon Global Restaurants (Canada), | Canade
Tricon Global Restaurants S.A. de C Mexico
Tricon International Participations S.a. Luxembourg
Tricon Restaurant Services Group, | Delaware
TRICON Restaurants (Taiwan) Co., L Taiwan
TRICON Restaurants Australia Pty L Australia
Tricon Restaurants International (India) Pvt. 1 India

Tricon Restaurants International Ltd. & Co. K Germany
Tricon Restaurants International, I Delaware
Tricon Restaurants International, L Cayman Island
Tricon Restaurants International (PR), | Cayman Island
Tricon Restaurants Poland Sp.Zc Poland
Tricon Restaurants South Africa Pty. L South Africa
Tricon Singapore Holdings Pte. Li Singapore
Upper Midwest Pizza Hut, In Delaware
Wuhan KFC Co. Ltd China

Wuxi KFC Co., Ltd. China
Xiamen- KFC Co., Ltd. China

Note:

(1) This Schedule lists the entities that weravacsubsidiaries of Tricon as of December 31, 20Dfitted from the above list are
insignificant or inactive subsidiaries, owned dilgor indirectly by the registrant, which, if cadsred in the aggregate as a single subsi
would not constitute a significant subsidiary.

Exhibit 23.1
Consent of Independent Auditors

The Board of Directors
TRICON Global Restaurants, Inc.:

We consent to incorporation by reference in théstegfion statements listed below of our reporeddtebruary 13, 2001, except as to Not
which is as of February 14, 2001 and Note 21 wiscks of March 9, 2001, relating to the consoliddielance sheets of TRICON Global
Restaurants, Inc. and Subsidiaries as of Decenthe20®0 and December 25, 1999, and the relatecdbidated statements of income, cash
flows and shareholders' deficit and comprehensigeme for each of the years in the three-year gemaled December 30, 2000, which
report appears in the December 30, 2000 annuattrepd-orm 1-K of TRICON Global Restaurants, In



Description  Registration Statement Number

Form S -3
TRICON Global Restaurants, Inc. YUM Direct 333-46242
Form S - 3/A
$2,000,000,000 Debt Securities 333-42969
FormS -8
Restaurant Deferred Compensation Plan 333-36877, 333-32050
TRICON Long Term Savings Program 333-36893, 333-32048
TRICON Long Term Incentive Plan 333-36895, 333-85073, 333-32046
Executive Income Deferral Program 333-36955
Sharepower Stock Option Plan 333-36961
Tricon Restaurants Puerto Rico, Inc. Save-up Plan 333-85069
Tricon Global Restaurants, Inc. Restaurant General

Manager Stock Option Plan 333-64547
Tricon Global Restaurants, Inc. Long Term Incentive Plan 333-32052

/sl KPMG LLP
Louisville, Kentucky
March 28, 2001
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