UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 2054

FORM 10-Q
(Mark One)
[v ] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 for the quarterly period ended June 14, 2
OR
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 1-13163

YUM! BRANDS, INC.

(Exact name of registrant as specified in its t&rar

North Carolina 13-395130¢
(State or other jurisdiction « (I.R.S. Employe
incorporation or organizatiot Identification No.)
1441 Gardiner Lane, Louisville, Kentuc 40213
(Address of principal executive office (Zip Code)

Registrar’s telephone number, including area code: (502-8300

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Secti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans vesjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Yes/[] No [ ]

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, aocelerated filer or a smaller
reporting company. See definitions of “large acakd filer,” “accelerated filer,” and “smaller mhing company” in Rule 12b-2 of the
Exchange Act. (Check one): Large accelerated filef] Accelerated filer: [ ] Non-accelerated filef:] Smaller reporting
company: [ ]

Indicate by check mark whether the registrantsaell company (as defined in Rule 12b-2 of the BExgfe Act). Yes[ ] No¥]

The number of shares outstanding of the Regiss&@uwimmon Stock as of July 14, 2008 was 468,7245888¢:s.




Part I.

Part Il.

YUM! BRANDS, INC.

INDEX

Financial Informatior
Item 1- Financial Statemen

Condensed Consolidated Statements of Income - €aahd Years to date ended
June 14, 2008 and June 16, 2

Condensed Consolidated Statements of Cash FlovearsYo date ended
June 14, 2008 and June 16, 2

Condensed Consolidated Balance Sheets — June @&, 20
and December 29, 20!

Notes to Condensed Consolidated Financial Statey

Item 2- Managemer's Discussion and Analysis of Financial Condit
and Results of Operatiol

Item 3- Quantitative ancQualitative Disclosures about Market Ri:
Item 4- Controls and Procedur

Report of Independent Registered Public Accounfing

Other Information and Signatur

Item 1- Legal Proceeding:

Item 1A- Risk Factor¢

Item 2— Unregistered Sales of Equity Securities and Uderoteed:

Item 4 — Submission of Matters to a vote of Segurit
Holders

Item 6— Exhibits

Signature:

Pag

21
37
37
3¢

40
40
41

41
42
44



PART | - FINANCIAL INFORMATION

ltem 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi ted)

YUM! BRANDS , INC. AND SUBSIDIARIES

(in millions, except per share data)

Revenues

Company sale
Franchise and license fe
Total revenue

Costs and Expenses, Nt

Company restauran
Food and pape
Payroll and employee benef
Occupancy and other operating expet

General and administrative expen
Franchise and license expen
Closures and impairment expen
Refranchising (gain) los

Other (income) expen:

Total costs and expenses,
Operating Profit

Interest expense, n

Income Before Income Taxe:
Income tax provisiol

Net Income
Basic Earnings Per Common Shar:
Diluted Earnings Per Common Share

Dividends Declared Per Common Shar:

Quarter Year to date
6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
$ 2,32% $ 2,07: $ 4,417 $ 4,01f
33C 294 644 57¢
2,65: 2,367 5,06 4,59(
76€ 63¢ 1,43t 1,22¢
574 527 1,107 1,041
672 59¢ 1,25¢ 1,152
2,012 1,76: 3,79¢ 3,417
317 287 59z 54¢
13 10 27 18
8 9 6 13
1) 4 24 (5)
(11 (8) (12€) (28)
2,33¢ 2,057 4,322 3,964
31¢ 31C 73¢ 62¢€
52 38 10t 74
267 272 634 552
3¢ 58 15€ 144
$ 224 $ 214 $ 47¢ $ 40¢
$ 0.47 $ 0.41 $ 0.9¢ $ 0.77
$ 0.4f $ 0.3¢ $ 0.9t $ 0.74
$ 0.1¢ $ 0.1f $ 0.34 $ 0.1f

See accompanying Notes to Condensed Consolidateai¢ial Statement




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

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

Cash Flows—- Operating Activities

Net Income

Depreciation and amortizatic

Closures and impairment expen

Refranchising (gain) los

Gain on sale of interest in Japan unconsolidatiihéd
Deferred income taxe

Equity income from investments in unconsolidatdiiates
Distributions of income received from unconsolidbdfiliates
Excess tax benefits from sh-based compensatic
Sharebased compensation expel

Changes in accounts and notes receiv

Changes in inventorie

Changes in prepaid expenses and other currens:
Changes in accounts payable and other currentitie®
Changes in income taxes paya

Other noi-cash charges and credits,

Net Cash Provided by Operating Activities

Cash Flows- Investing Activities

Capital spendin

Proceeds from refranchising of restaure
Acquisition of restaurants from franchise
Sales of property, plant and equipm
Other, ne

Net Cash Used in Investing Activities

Cash Flows- Financing Activities
Repayments of lor-term debi
Revolving credit facilities, three months or lesst
Shor-term borrowings by original maturi
More than three montl- proceed:s
More than three montl- payments
Three months or less, r
Repurchase shares of Common St
Excess tax benefits from sh-based compensatic
Employee stock option procee
Dividends paid on Common Sto
Net Cash Used in Financing Activities
Effect of Exchange Rates on Cash and Cash Equivalisr
Net Increase (Decrease) in Cash and Cash Equivalet

Change in Cash and Cash Equivalents due to consddition of an entity in China

Cash and Cash Equivalent- Beginning of Period
Cash and Cash Equivalent- End of Period

Year to date

6/14/0¢ 6/16/0"
47¢ $ 40¢
25C 232

6 13
24 (5)
(100) —
13 (12)
(20) (27)
22 20
(31 (33)
29 29
6 (16)
(1) 4)
(9) 1
(101) (64)
(19) 24
66 17
61: 59C
(335) (217)
66 65
(3) —
34 25
(4) 11
(242) (116)
(257) (7)
47F 31E
— 1
— (189)
9) 11
(994) 477
31 33
40 63
(146) (119)
(860) (369)
8 6
(481) 117
17 —
78¢ 31¢
32E $ 43€

See accompanying Notes to Condensed Consolidatedi¢tal Statement




CONDENSED CONSOLIDATED BALANCE SHEETS
YUM! BRANDS, INC. AND SUBSIDIARIES

(in millions)
(Unaudited)
6/14/0¢ 12/29/0°
ASSETS
Current Assets
Cash and cash equivale $ 32t 78¢
Accounts and notes receivable, less allowanceir$2008 and 200 237 22t
Inventories 13¢ 12¢
Prepaid expenses and other current a: 21z 142
Deferred income taxe 14k 12t
Advertising cooperative assets, restric 98 72
Total Current Asset: 1,15¢ 1,481
Property, plant and equipment, net of accumulatggetiation and amortization
of $3,452 in 2008 and $3,283 in 20 3,87t 3,84¢
Goodwill 66E 67z
Intangible assets, n 32¢ 33¢
Investments in unconsolidated affiliai 43 158
Other asset 471 464
Deferred income taxe 28¢ 29C
Total Asset $ 6,82¢ 7,24z
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Accounts payable and other current liabilit $ 1,491 1,65(C
Income taxes payab 28 52
Shor-term borrowings 29 28¢
Advertising cooperative liabilitie 98 72
Total Current Liabilities 1,64¢ 2,062
Long-term debi 3,37¢ 2,92¢
Other liabilities and deferred cred 1,224 1,115
Total Liabilities 6,24¢ 6,10:
Shareholders Equity
Common Stock, no par value, 750 shares authori&sishares and 499 shares
issued in 2008 and 2007, respectiv 51 —
Retained earning 504 1,11¢
Accumulated other comprehensive incc 27 20
Total Shareholder Equity 582 1,13¢
$ 6,82¢ 7,24

Total Liabilities and Shareholder Equity

See accompanying Notes to Condensed Consolidatedidial Statement




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

1. Financial Statement Presentatior

We have prepared our accompanying unaudited Coade@snsolidated Financial Statements (“Financiatedhents”)in accordanc
with the rules and regulations of the Securitied Brchange Commission (“SECfr interim financial information. Accordingly, ¢y
do not include all of the information and footnotegjuired by United States (“U.S.§enerally accepted accounting principles
complete financial statements. Therefore, we ssigffeat the accompanying Financial Statements bd i@ conjunction with tt
Consolidated Financial Statements and Notes thémetoded in our annual report on Form KGer the fiscal year ended December
2007 (“2007 Form 10-K”). Except as disclosed hertierehas been no material change in the information@lsd in the Notes to ¢
Consolidated Financial Statements included in O@72-orm 10-K.

YUM! Brands, Inc. and Subsidiaries (collectivelfenged to as “YUM” or the “Company”¢omprise the worldwide operations of Kl
Pizza Hut, Taco Bell, Long John Silver's (“LJS")nch A&W All-American Food Restaurants (“A&W") cbllectively the
“Concepts”). References to YUM throughout thesagddo our Financial Statements are made usinfjrifigperson notations of “we,”
“US” Or “Our."

YUM'’s business consists of three reporting segmebisited States, the International Division (“YRRI&nd the China Division. TI
China Division includes mainland China, ThailanddakFC Taiwan, and the International Division irdds the remainder of ¢
international operations.

Our preparation of the accompanying Financial &tatgs in conformity with generally accepted accmgnprinciples in the Unite
States of America requires us to make estimatesagadmptions that affect reported amounts of assetsliabilities, disclosure
contingent assets and liabilities at the date efRinancial Statements, and the reported amountsvehues and expenses during
reporting period. Actual results could differ frahe estimates.

In our opinion, the accompanying Financial Statetmeénclude all normal and recurring adjustmentssagred necessary to pres
fairly, when read in conjunction with our 2007 Fot®K, our financial position as of June 14, 2008, thmlresults of our operations
the quarters and years to date ended June 14,8@D8une 16, 2007 and cash flows for the yearsito eéhded June 14, 2008 and .
16, 2007. Our results of operations for theseimt@eriods are not necessarily indicative of thgufts to be expected for the full year.

Our significant interim accounting policies incluthee recognition of certain advertising and marngittosts, generally in proportion
revenue, and the recognition of income taxes uaingstimated annual effective tax rate.

We have reclassified certain items, including thdseussed in our 2007 Form KQ-in the accompanying Financial Statements
Notes to the Financial Statements in order to baparable with the current classifications. Thesdassifications had no effect
previously reported Net Income.

2. Consolidation of a Former Unconsolidated Affiliatein China

In 2008, we began consolidating an entity in whieh have a majority ownership interest and that afjesrthe KFCs in Beijin
China. Our partners in this entity are essentiaigteowned enterprises. We historically did not cordat this entity, inste:
accounting for the unconsolidated affiliate usihg equity method of accounting, due to the effecparticipation of our partners in-
significant decisions of the entity that were madéhe ordinary course of business as addressEdigrging Issues Task Force ("EIT
Issue No. 966, "Investor's Accounting for an Investee When bheestor Has a Majority of the Voting Interest ke Minority
Shareholder or Shareholders Have Certain Approva¥aio Rights". Concurrent with a decision that wade on January 1, 2(
regarding top management of the entity, we no Iohgéieve that our partners effectively participatehe decisions that are made in
ordinary course of business. Accordingly, we begamsolidating this entity.




Like our other unconsolidated affiliates, the agumg for this entity prior to 2008 resulted in edifes being reflected as Franchise
license fees and our share of the ergitpet income being reflected in Other (income) aspe The impact on our Conden
Consolidated Statement of Income for the quartdryaar to date ended June 14, 2008 as a resulir @omsolidation of this entity was
follows:

Increase (Decreas

Quarter Year to Date
Company sale $ 68 $ 114
Company restaurant expen: 54 a0
Franchise and license fe 4 @)
General and administrative expen 2 3
Other (income) expen: @) (12
Operating Profi 1 2

The impact on Other (income) expense includes thalturrent year minority interest in pia¢ earnings of the unconsolidated affiliat
well as the reduction in Other (income) expensé thaulted from our share of aftexx earnings no longer being reported in C
(income) expense. The increase in Operating Prafi offset by a corresponding increase in Incometavision such that there was
impact to Net Income. Our Condensed Consolidatathrige Sheet at June 14, 2008 reflects the coasiolidof this entity; wit
Investment in unconsolidated affiliates reduced, ghtity’s balance sheet consolidated and a minority inteeiected in Other liabilitie
and deferred credits.

3. Sale of Our Interest in Our Japan Unconsolidated Afiliate

In December 2007, we sold our interest in our usobdated affiliate in Japan for $128 million insta(including the impact of relat
foreign currency contracts that were settled inddglger 2007). Our international subsidiary that esvihis interest operates on a fi
calendar with a period end that is approximately oronth earlier than our consolidated period clodeus, consistent with our histori
treatment of events occurring during the lag pertbé pretax gain on the sale of this investment of $10dionlwas recorded in tl
guarter ended March 22, 2008. However, the casbepds from this transaction were transferred foominternational subsidiary to 1
U.S. in December 2007 and thus were reported ofCounsolidated Statement of Cash Flows for the gaded December 29, 2007. °
offset to this cash on our Consolidated BalanceeBhAeDecember 29, 2007 was in accounts payabletmed current liabilities, whic
was relieved in the quarter ended March 22, 20@hupcognition of the gain.

While we will no longer have an ownership interiesthe entity that operates both KFCs and Pizza kutlapan, it will continue to bt
franchisee as it was when it operated as an untidated affiliate. Excluding the origme gain, the sale of our interest in our J:
unconsolidated affiliate did not have a significanpact on our results of operations for the quaatel year to date ended June 14, !
as the Other income we previously recorded reptegeour share of earnings of the unconsolidatditizaé has historically not be:
significant.




4. Earnings Per Common Share“EPE£")

Quarter Year to date
6/14/0¢ 6/16/07 6/14/0¢ 6/16/0"
Net Income $ 224 $ 214 $ 47¢€ $ 40¢
Weighted-average common shares outstanding (for
basic calculation 48( 52¢ 48: 53C
Effect of dilutive shar-based employee compensat 18 18 18 18
Weighted-average common and dilutive potential
common shares outstanding (for diluted _
Diluted EPS $ 0.4F $ 0.3¢ $ 0.9 $ 0.74
Unexercised employee stock options and stock
appreciation rights (in millions) excluded from the
diluted EPS computatic® 6.6 7.2 54 8.5

(a) These unexercised employee stock options and simuleciati
to do so would have been antidilutive for the pasipresentec

5. Shareholders Equity

on rights were not included in the comapah of diluted EPS becat

Under the authority of our Board of Directors, vepurchased shares of our Common Stock during thes ye date ended June 14, 2
and June 16, 2007 as indicated below. All amoextfude applicable transaction fees.

Shares Repurchase

Dollar Value of Shares

(thousands) Repurchased
Authorization Date 200¢ 2007 200¢ 2007
January 200: 5,141 — $ 17¢ $ —
October 200° 22,87¢ — 81: —
September 200 — 14,964 — 46C
Total 28,01¢ 1496: $ 99 g 46

(a) Amount excludes the effect of $13 million in shaepurchases (0.4 million shares) with trade dati&s o the 2007 fiscal year e
but cash settlement dates subsequent to the 2864l fiear end and includes the effect of $11 mnillie share repurchases (
million shares) with trade dates prior to June2B308 but cash settlement dates subsequent to 4u2608.

(b) Amount excludes effects of $17 million in shareusghases (0.6 million shares) with trade dates poigdhe 2006 fiscal year end

cash settlement dates subsequent to the 2006 yisaaknd

As of June 14, 2008, we have $1.1 billion availdbkefuture repurchases through January 2009 uodedanuary 2008 share repurct
authorization. Based on market conditions andrdtaors, additional repurchases may be made fiom® to time in the open market
through privately negotiated transactions at tiserdition of the Company.

As discussed further in our 2007 Form K Qrepurchases of Common Stock have been recomslegdactions to Retained Earnings tc
extent that share repurchases would result in decb€ommon Stock being negative on a periodic basis




Comprehensive income was as follows:

Quarter Year to date

6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
Net Income $ 224 3 214 $ 47¢ $ 40¢
Foreign currency translation adjustment arisingrduthe perioc 20 28 28 26
Foreign currency translation adjustment included @ Income — 1 (25) 1
Changes in fair value of derivatives, net of — 1 10 2
Reclassification of derivative (gains) losses ta Meome, net of ta — (2 (9 3
Reclassification of pension actuarial losses tolNedme, net of ta 2 4 3 8
Total comprehensive incon $ 246§ 24¢€ $ 485 $ 44z

6. Recently Adopted Accounting Pronouncement

In September 2006, the Financial Accounting Stasel&oard (“FASB”) issued Statement of Financial &waating Standards (“SFA%$”
No. 157,“Fair Value Measurements” (“SFAS 157"BFAS 157 defines fair value, establishes a framkevi@r measuring fair value a
enhances disclosures about fair value measuremeqtsred under other accounting pronouncements,dbas not change existi
guidance as to whether or not an instrument isezhat fair value. In February 2008, the FASB é&bSP 157-2,Effective Date c
FASB Statement No. 157" which permits a one-yederdal for the implementation of SFAS 157 with rejéo nonfinancial assets ai
liabilities that are not recognized or disclosefhatvalue in the financial statements on a reéogrbasis (at least annually). We electe
defer adoption of SFAS 157 for such items and wendbcurrently anticipate that full adoption in 20@ill materially impact th
Company'’s results of operations or financial candit

On December 30, 2007, the Company adopted the gioog of SFAS 157 related to its financial assets labilities. The followin
table presents the fair values for those asset$iabitities measured on a recurring basis as oeJi4, 2008:

Fair Value Measuremen

Quoted Prices

in Active Significant
Markets for Significant Othe Unobservable

Identical Assets Observable Inputs Inputs
Description Total (Level 1) (Level 2) (Level 3)
Foreign Currency Forwarc $ 13 $ — $ 13 $ —
Interest Rate Sway 1C — 10 —
Other Investment 14 14 — —
Total $ 37 $ 14 $ 23 $ —

We have entered into interest rate swaps with tiective of hedging the fair value of a portionafr fixed rate debt. We enter i
foreign currency forward contracts with the objeetiof reducing our exposure to cash flow volatilitgising from foreign curren
fluctuations associated with certain foreign cucsedenominated intercompany shtetm receivables and payables. The fair valube
Companys foreign currency forwards and interest rate sweg@® determined based on the present value ofceeghéuture cash flov
considering the risks involved, including nonpemi@ance risk, and using discount rates appropriatetie duration. The oth
investments include investments in mutual fundschviare used to offset fluctuations in deferred pensation liabilities that employe
have chosen to invest in phantom shares of a $talek Fund or Bond Index Fund. The fair valuer® other investments is determi
based on the closing market prices of the respeattual funds as of June 14, 2008.




In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finalniciabilities” (“SFAS 159).
SFAS 159 provides companies with an option to repelected financial assets and financial lialeditat fair value. Unrealized gains
losses on items for which the fair value option basn elected are reported in earnings at eacleguést reporting date. SFAS 159
effective for fiscal years beginning after Novembbr 2007, the year beginning December 30, 200th®nCompany. We did not elec
begin reporting any financial assets or liabilitesfair value upon adoption of SFAS 159. In additwe did not elect to report at 1
value any new financial assets or liabilities esdeinto during the fiscal year 2008.

7. New Accounting Pronouncements Not Yet Adopte

In September 2006, the FASB issued SFAS No. 158)plByers’ Accounting for Defined Benefit Pension and OthestRatiremer
Plans,” (“SFAS 158"). SFAS 158 amends SFAS No.“Bmployers’ Accounting for Pensions,” SFAS No. 8Bmployers’ Accounting
for Settlements and Curtailments of Defined Beniféns and for Termination Benefits,” SFAS No. 1@mployers’ Accounting fo
Postretirement Benefits Other Than Pensions” andiSSRo. 132(R), “EmployersDisclosures about Pensions and Other Postretire
Benefits.” In the fourth quarter of 2006, we adopted the rae@@mn and disclosure provisions of SFAS 158 asdesd in our 2007 For
10K. Additionally, SFAS 158 requires measurementtttd funded status of pension and postretirememispis of the date of
companys fiscal year ending after December 15, 2008, thar yended December 27, 2008 for the Company. i@esfaour plan
currently have measurement dates that do not a@neith our fiscal year end and thus we will beuised to change their measuren
dates in 2008. As permitted by SFAS 158, we vg# the measurements performed in 2007 to estitnateftects of our changes to fis
year end measurement dates. The impact of thsitianto fiscal year end measurement dates wsllitan approximately $10 million
net periodic benefit cost being recognized as aath to retained earnings in the fourth quarfe2@8. Additionally other changes
the fair value of plan assets and benefit obligetiduring the transition period will be recordetedily as other comprehensive incc
(loss) during the fourth quarter of 2008.

In December 2007, the FASB issued SFAS No. 141ieev2007), “Business Combinations” (“SFAS 141R3FAS 141R, which

broader in scope than SFAS 141, applies to alkaetions or other events in which an entity obtamstrol of one or more busines:
and requires that the acquisition method be useduoh transactions or events. SFAS 141R, witlitdidnexceptions, will require .
acquirer to recognize the assets acquired, thditied assumed, and any noncontrolling interesthi@ acquiree at the acquisition d
measured at their fair values as of that dates Whil result in acquisition related costs and eiptited restructuring costs related to
acquisition being recognized separately from thein®ss combination. SFAS 141R is effective asheflieginning of an entity’firs
fiscal year beginning after December 15, 2008,y#er beginning December 28, 2008 for the Compadrhe impact of SFAS 141R

the Company will be dependent upon the extent tichwive have transactions or events occur that érenits scope.

In December 2007, the FASB issued SFAS No. 160,nt¥atrolling Interests in Consolidated Financiabt8ments” (SFAS
1607). SFAS 160 amends Accounting Research Bolt. 51, “Consolidated Financial Statemengtl will change the accounting
reporting for noncontrolling interests, which atee tportion of equity in a subsidiary not attribdgabdirectly or indirectly, to
parent. SFAS 160 is effective for fiscal yearsibeipg on or after December 15, 2008, the yearregg December 28, 2008 for -
Company and requires retroactive adoption of iesentation and disclosure requirements. We daantitipate that the adoption
SFAS 160 will materially impact the Company.

In March 2008, the FASB issued SFAS No. 161, “Qisares about Derivative Instruments and Hedgingivhies” (“SFAS

161"). SFAS 161 amends and expands the disclasgpgrements in SFAS 133Atcounting for Derivative Instruments and Hedc

Activities”. SFAS 161 is effective for fiscal yeaand interim periods beginning after November2l8, the year beginningdecembe
28, 2008 for the Company.

In May 2008, FASB issued SFAS No. 162, “The Hiehgrof Generally Accepted Accounting Principles” &S 162"). SFAS 16:
identifies the sources of accounting principles #me framework for selecting the principles to Isediin the preparation of financ
statements of nongovernmental entities that areepted in conformity with generally accepted actiognprinciples. SFAS 162
effective 60 days following the SE€approval of the Public Company Accounting OvdrsiBoard amendments to AU Section 411,
Meaning of Present Fairly in Conformity With Generally Acceptdccounting Principles. We do not anticipate ttie adoption ¢
SFAS 162 will materially impact the Company.
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8. Facility Actions

Refranchising (gain) loss, Store closure (inconmstsand Store impairment charges by reportabl@eeigare as follows:

Refranchising (gain) lo<?®

Store closure (income) cod®
Store impairment charg:

Closure and impairment (income) exper

Refranchising (gain) lo<®

Store closure (income) cod®
Store impairment charg:
Closure and impairment (income) exper

Refranchising (gain) lo?®

Store closure (income) cod®
Store impairment charg:
Closure and impairment (income) exper

Refranchising (gain) lo<&

Store closure (income) costs
Store impairment charg:
Closure and impairment (income) exper

Quarter ended June 14, 2C

Internationa China
u.sS. Division Division Worldwide
$ (1) $ 1 $ 1 (1)
$ (6) $ (D] $ 2 (9)
12 1 4 17
$ 6 $ — $ 2 8
Quarter ended June 16, 2C
International China
u.S. Division Division Worldwide
$ — $ (3) $ (1) (4)
$ (5) $ (1) $ — (6)
9 4 2 15
$ 4 $ 3 $ 2 9
Year to date ended June 14, 2(
International China
U.S. Division Division Worldwide
$ 25 $ — $ (1) 24
$ (8) $ ) $ %) (13
13 2 4 19
$ 5 $ (D $ 2 6
Year to date ended June 16, 2(
International China
U.S. Division Division Worldwide
$ (2) $ (2) $ 1) (5)
$ (6) $ — $ — (6)
10 7 2 19
$ 4 $ 7 $ 2 13
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(a) Refranchising (gain) loss is not allocated to sagméor performance reporting purpos

(b) As part of our plan to transform our U.S. busindgss|uding the expansion of our U.S. refranchispmentially reducing ot
Company ownership in the U.S. to below 10% by tbaryend 2010, we recognized significant refranobisbsses during the yeal
date ended June 14, 2008 as a result of our rdfising of, or offers to refranchise, stores or groof stores in the U.S. at prices
than their recorded carrying values. These stprasarily consisted of over 300 Long John Silgeréstaurants, which represe
substantially all of our Company owned Long Johre®is restaurants in the U.S. We believe that apprataiy 100 of these Lol
John Silver’s for which we have entered into fidmding agreements to sell have met the criteniénédd for sale accounting at Ji
14, 2008 and have included their carrying valuapgroximately $29 million in Prepaid expenses atheocurrent assets. During
year to date ended June 14, 2008, 175 Long Joher's restaurants have been st

(c) Store closure (income) costs include the net gaiess on sales of real estate on which we formeplgrated a Company restau
that was closed, lease reserves established whereage using a property under an operating leassw@rsequent adjustments
those reserves and other fac-related expenses from previously closed st

9. Other (Income) Expense

Quarter Year to date
6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
Equity income from investments in unconsolidatdiafes $ 9 $ (8) $ (20 $ (21
Minority interest® 2 — 4 —
Gain upon sale of investment in unconsolidatediatii ®© — — (100) (5)
Foreign exchange net (gain) loss and o 4 — (10 2
Other (income) expen: $ (1) $ B 9 (12€) $ (28)

(&) OnJanuary 1, 2008, the Company began consolidatirentity in China in which we have a majority @nghip interest. See Note

(b) Year to date ended June 14, 2008 reflects thergaimgnized on the sale of our interest in our usobdated affiliate in Japan. £
Note 3.

(c) Year to date ended June 16, 2007 reflects recogniti income associated with receipt of paymentafoiote receivable arising fr
the 2005 sale of our fifty percent interest in émity that operated almost all KFCs and Pizza kutoland and the Czech Repu
to our then partner in the enti
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10. Reportable Operating Segment:

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

Quarter Year to date
Revenues 6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
United State: $ 122« $ 1,21¢ $ 2,41F $ 2,41¢
International Divisior® 72€ 69€ 1,427 1,377
China Division® 708 45 1,22- 79E
$ 265 § 236/ $ 5061 $_ 450

Quarter Year to date
Operating Profit 6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
United State: $ 166 $ 191 $ 32t $ 35€
International Divisior 12C 101 25¢ 22C
China Division 90 65 191 141
Unallocated and corporate general and adminiseraipense®@® (68) (51) (122) (100)
Unallocated Other income (expen&&) 4 — 11C 4
Unallocated Refranchising gain (103) 1 4 (24) 5
Operating Profi 31k 31C 73¢ 62€
Interest expense, n (52 (39 (109 (74)
Income Before Income Tax $ 26c $ 272 $ 634 3 552

(@) Includes revenues of $296 million and $293 millfon the quarters ended June 14, 2008 and June0Dg, Pespectively, and $5
million and $588 million for the years to date edd#une 14, 2008 and June 16, 2007, respectivetyeritities in the Unite
Kingdom.

(b) Includes revenues of approximately $625 million 8B8 million for the quarters ended June 14, 2888 June 16, 20(C
respectively, and $1.1 billion and $688 million fbe years to date ended June 14, 2008 and Jura®Q@pb, respectively, in mainla
China.

(¢) Includes equity income from investments in uncoidsbéd affiliates of $9 million and $7 million féhe quarters ended June 14, 2
and June 16, 2007espectively, and $19 million and $17 million fdretyears to date ended June 14, 2008 and JuneDQd
respectively, for the China Divisio

(d) The quarter and year to date ended June 14, 2@08les approximately $4 million and $10 millionspectively, of charges relati
to U.S. general and administrative productivitytiatives and realignment of resources, as wellnasstments in our U.S. Brar
(unallocated Franchise and license expen

(e) The year to date ended June 14, 2008 includes@&illon gain recognized on the sale of our ingtiia our unconsolidated affilie
in Japan. See Note

() Amounts have not been allocated to the U.S., lat@nal Division or China Division segments for feemance reporting purpose
11. Pension Benefits

We sponsor noncontributory defined benefit pengitans covering certain futime salaried and hourly U.S. employees. The
significant of these plans, the YUM Retirement Rlgne “Plan”), is funded while benefits from thénet U.S.
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plans are paid by the Company as incurred. DW2D@l, the plans covering our U.S. salaried empleyeere amended such that
salaried employee hired or rehired by YUM aftert®amher 30, 2001 is not eligible to participatelinge plans. We also sponsor var
defined benefit pension plans covering certain wf wonyU.S. employees, the most significant of which arehie United Kingdot
(“U.K."). Our plans in the U.K. have previouslydieamended such that new participants are nobkditp participate in these plans.

The components of net periodic benefit cost assetiavith our U.S. pension plans and significaneinational pension plans are
follows:

U.S. Pension Plar International Pension Pla
Quarter Quarter

6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
Service cos $ 7 $ 7 $ 2 $ 2
Interest cos 12 12 2 1
Expected return on plan ass (12 (12) 3 2
Amortization of prior service co — — — —
Amortization of net los 1 5 — 1
Net periodic benefit co: $ 8 $ 13 $ 1 $ 2
U.S. Pension Plar International Pension Pla

Year to date Year to date
6/14/0¢ 6/16/0 6/14/0¢ 6/16/0
Service cos $ 14 $ 15 $ 4 $ 4
Interest cos 24 24 4 3
Expected return on plan ass (24) (23) (5) 4
Amortization of prior service co — — — —
Amortization of net los 3 11 — 1
Net periodic benefit co: $ 17 $ 27 $ 3 $ 4

As disclosed in our 2007 Form XJ-based on current funding rules, we do not godite being required to make contributions to tlae
in 2008. While we may make discretionary contiitns to the Plan during the year, we do not culyantend to make any significe
contributions. Additionally, as disclosed in o0Z Form 10K, the projected benefit obligation of our PizzatHlUK. pension pla
exceeded plan assets by approximately $27 milltooua 2007 measurement date. We have committeddaeide approximately 4
million in funding to the Pizza Hut U.K. pensioraplin the second half of 2008 to begin to addreissdeficit. Also, as disclosed in ¢
2007 Form 1K, since plan assets approximate the projectedfiberdigation at the 2007 measurement date forkE€ U.K. pensio
plan, we do not anticipate significant near termding.

12. Guarantees, Commitments and Contingencie

Guarantees and Contingencies

As a result of (a) assigning our interest in olliyas under real estate leases as a conditionegadfianchising of certain Compse
restaurants; (b) contributing certain Company restiats to former unconsolidated affiliates; andgigdranteeing certain other leases
are frequently contingently liable on lease agre@meThese leases have varying terms, the lateshich expires in 2026. As of Ju
14, 2008, the potential amount of undiscounted paymwe could be required to make in the evenbofgayment by the primary les:
was approximately $400 million. The present vadfiehese potential payments discounted at ourtgorezost of debt at June 14, 2
was approximately $325 million.
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Our franchisees are the primary lessees under dbemajority of these leases. We generally hawssetefault provisions with the
franchisees that would put them in default of tHeanchise agreement in the event of mpayment under the lease. We believe t
crossdefault provisions significantly reduce the rislatttwe will be required to make payments under tHeases. Accordingly, tl
liability recorded for our probable exposure unsiech leases at June 14, 2008 was not material.

Franchise Loan Guarantees

We have provided a partial guarantee of approxilp&e2 million of a franchisee loan pool relatedharily to the Company historica
refranchising programs and, to a lesser extemchidee development of new restaurants, at Jun20D8. In support of this guarant
we have provided a standby letter of credit of $fiion under which we could potentially be require fund a portion of the franchis
loan pool. The total loans outstanding under dia@ Ipool were approximately $61 million at June2008.

This loan pool is funded by the issuance of commkpaper by a conduit established for that purpdsealisruption in the commerc
paper markets may result in the Company and thicjpating financial institutions having to fundromercial paper issuances that t
matured. Any funding under the guarantees orrietdé credit would be secured by the franchiseadoand any related collateral.
believe that we have appropriately provided for estimated probable exposures under these contiligkilities. These provisions we
primarily charged to net Refranchising (gain) loss.

Insurance Programs

We are self-insured for a substantial portion of ourrent and prior years’ coverage including weskeompensation, employme
practices liability, general liability, automobili@bility and property losses (collectively, “prapeand casualty losses”) o mitigate th
cost of our exposures for certain property and alisuosses, we make annual decisions to iselfire the risks of loss up to defii
maximum per occurrence retentions on a line by liasis or to combine certain lines of coverage arte loss pool with a single self-
insured aggregate retention. The Company thenhpsss insurance coverage, up to a certain limitloeses that exceed the self-
insurance per occurrence or aggregate retentibe. ifsurers’maximum aggregate loss limits are significantly \abour actuariall
determined probable losses; therefore, we beligeelikelihood of losses exceeding the insurensiximum aggregate loss limits
remote.

In the U.S. and in certain other countries, wease self-insured for healthcare claims and lterga disability for eligible participatir
employees subject to certain deductibles and liroita. We have accounted for our retained lidabgitfor property and casualty los:
healthcare and lontgrm disability claims, including reported and ined but not reported claims, based on informapoovided b
independent actuaries.

Due to the inherent volatility of actuarially deténed property and casualty loss estimates, ie&saonably possible that we cc
experience changes in estimated losses which dmilchaterial to our growth in quarterly and annuat Micome. We believe that"
have recorded reserves for property and casuadiselat a level which has substantially mitigatesd gotential negative impact
adverse developments and/or volatility.

Litigation

We are subject to various claims and contingenakged to lawsuits, real estate, environmental @hdr matters arising in the nort
course of business. We provide reserves for slaimg and contingencies when payment is probalbdeestimable in accordance w
SFAS No. 5, “Accounting for Contingencies.”

On November 26, 2001, Kevin Johnson, a former le¥&aurant manager, filed a collective action agaidS in the United States Distl

Court for the Middle District of Tennessee allegirnglation of the Fair Labor Standards Act (“FLSASh behalf of himself and allege:
similarly-situated LJS general and assistant reatdumanagers. Johnson
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alleged that LJS violated the FLSA by perpetratingolicy and practice of seeking monetary restitufrom LJS employees, includi
Restaurant General Managers ("RGMs”) and AssisRegtaurant General Managers (“ARGMsihen monetary or property los
occurred due to knowing and willful violations o8& policies that resulted in losses of companydwrdoroperty, and that LJS had t
improperly classified its RGMs and ARGMs as exetfiptn overtime pay under the FLSA. Johnson sougfertome pay, liquidate
damages, and attorneys’ fees for himself and lipgsed class.

LJS moved the Tennessee district court to comglration of Johnson’s suit. The district couraigted LJSS motion on June 7, 20(
and the United States Court of Appeals for thelSGircuit affirmed on July 5, 2005.

On December 19, 2003, while the arbitrability ohdsons claims was being litigated, former LJS managaia Eole and Nic
Kaufman, represented by Johnson’s counsel, initi@e arbitration with the American Arbitration Asgation (“AAA”") (the “Cole
Arbitration”). The Cole Claimants sought a collective arbitratimnbehalf of the same putative class as allegedeinlohnson lawsi
and alleged the same underlying claims.

On June 15, 2004, the arbitrator in the Cole Aahitn issued a Clause Construction Award, findimgt £ JS5 Dispute Resolution Poli
did not prohibit Claimants from proceeding on alextive or class basis. LJS moved unsuccessfallyatate the Clause Construc
Award in federal district court in South Carolin@he district court dismissed LXSinotion to vacate, finding that it lacked jurigatio
over the motion. On September 19, 2005, the atbitrissued a Class Determination Award, findimggr alia, that a class would |
certified in the Cole Arbitration on an “opt-outasis, rather than as an “opt-in” collective actimnspecified by the FLSA.

On January 20, 2006, the district court denied £J8btion to vacate the Class Determination Award tre United States Court
Appeals for the Fourth Circuit affirmed the distraourt’s decision on January 28, 2008. On April 28,800QS filed a petition for
writ of certiorari in the United States Supreme @aeeking a review of the Fourth Circuit’'s Janu28y 2008 decision.

Pending a decision by the United States Supremet©@olLJS5 certiorari petition, LIS expects, based on thiags issued to date in tt
matter, that the Cole Arbitration will more likethan not proceed as an “opt-out” class action,erathan as an “opt-intollective
action. LJS denies liability and is vigorously eedling the claims in the Cole Arbitration. We havevided for a reasonable estimat
the cost of the Cole Arbitration, taking into acnba number of factors, including our current petijen of eligible claims, the estima
amount of each eligible claim, the estimated cla@oovery rate, the estimated legal fees incurredClaimants and the reasone
settlement value of this and other wage and hdigation matters. However, in light of the inheremcertainties of litigation, the fact-
specific nature of Claimants’ claims, and the ngwef proceeding in an FLSA lawsuit on an “opt-ob#sis, there can be no assur:
that the arbitration will not result in losses ktess of those currently provided for in our CorsdEhConsolidated Financial Statements.

On September 2, 2005, a collective action lawsgidtirasst the Company and KFC Corporation, originaliyled Parler v. Yum Brand
Inc., d/b/a KFC, and KFC Corporatigwas filed in the United States District Court the District of Minnesota. Plaintiffs allege t
they and other current and former KFC Assistantt Wanagers (“AUMs")were improperly classified as exempt employees uttth
FLSA. Plaintiffs seek overtime wages and liquidatlamages. On January 17, 2006, the District Gismissed the claims against
Company with prejudice, leaving KFC Corporatiorttas sole defendant. Plaintiffs amended the compta September 8, 2006, to |
related state law claims on behalf of a putatiasglof KFC AUMs employed in lllinois, Minnesota, \Mela, New Jersey, New Yo
Ohio, and Pennsylvania. On October 24, 2006, plaintiffs moved to decertifie conditionally certified FLSA action, and K
Corporation did not oppose the motion. On Jun2087, the District Court decertified the collectigetion and dismissed all ojpt-
plaintiffs without prejudice. Subsequently, pléfiist filed twentyseven new cases around the country, most of whieheaa statewic
putative collective/class action. Plaintiffs alled 324 individual arbitrations with the Americakrbitration Association (“AAA").
KFC filed a motion with the Judicial Panel on Mdistrict Litigation (“*JPML") to transfer all twentgight pending cases to a sir
district court for coordinated pretrial proceedimggsuant to the Multidistrict Litigation (“MDL"statute, 28 U.S.C. § 1407. KFC ¢
filed a motion with the Minnesota District Court émjoin the 324 AAA arbitrations on the ground tRdaintiffs waived the right -
arbitrate by their participation in the Minnesoafler) litigation. Finally, KFC filed a motion ithe new Minnesota action to de
certification of a collective or class action oe tjround that Plaintiffs are judicially and equiyabstopped from proceeding collectively
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on behalf of a class in light of positions theykao the Parler case. The Court denied KFC’s nmotibdeny certification of a collective
or class action without prejudice. On January0®& the JPML granted KFC’s motion to transfeoélthe pending court cases to the
Minnesota District Court for discovery and preitpeoceedings. On January 4, 2008, KFC's motioarjmin the 324 arbitrations on the
ground that plaintiffs have waived their right tigrate was granted.

On February 21, 2008, a status conference wittMineesota District Court was held to discuss cas@agement issues. In particL
the parties reached agreement as to the follovdaeges: (a) the elimination of all state law clabsgations from plaintiffsamende
complaints; (b) the elimination of “collective amti’ allegations, which would form the basis for furtlatempts by plaintiffs to certi
these actions on a state-wide (or other) basis;(@ndn agreement in principle to advance thrediWie¢her” cases, for the purpose
expediting a limited number of the consolidatedams for pre-trial proceedings.

On March 11, 2008, five of the Arbitration Ojpis filed an action against KFC Corp. in the Unifdtes District Court for the District
Kansas, styled Thomas, et al. v. KFC Corp

On April 25, 2008, the Minnesota District Courtuss a Case Management Order which (a) designated #ttions as “bellwether”
proceedings (Minnesota, Georgia, Neveda); (b) stalygcovery and trials in the remaining cases;@hdet fact discovery cutoffs in 1
three bellwether cases for October 24, 2008, witieh“ready” date of March 2, 2009. Amended complaints in etilbs have now be
filed; none of the actions assert state law cléaisns, or “collective action” claims under the FLSBiscovery is orgoing in the thre
bellwether states.

In early June 2008, KFC filed two motions for sumtmynpudgment as to certain of the plaintiffs. Thistf motion seeks dismissal
plaintiffs based on the statute of limitationsaiRtiffs’ counsel has informed us that the second motioatimgl to the claims that KF
“willfully” violated the FLSA, will not be opposed. KFC alded a motion to dismiss approximately 150 plaistibased on their failu
to file valid consents to join the various litigats. We expect these motions to be heard Julg(, or soon thereafter.

We believe that KFC has properly classified its AtJiss exempt under the FLSA and applicable state dadr accordingly intend
vigorously defend against all claims in these latgsuHowever, in view of the inherent uncertaisti litigation, the outcome of the
cases cannot be predicted at this time. Likewiseamount of any potential loss cannot be readpratimated.

On August 4, 2006, a putative class action lanagdtinst Taco Bell Corp. styled Rajeev Chhibbemego Bell Corpwas filed in Orang
County Superior Court. On August 7, 2006, anothgative class action lawsuit styled Marina Puchalskraco Bell Corpwas filed ir
San Diego County Superior Court. Both lawsuits widesl by a Taco Bell RGM purporting to represetitcarrrent and former RGN
who worked at corporate-owned restaurants in Qailidofrom August 2002 to the present. The lawsallisge violations of California’
wage and hour laws involving unpaid overtime andlnperiod violations and seek unspecified amountkaimages and penalties. A
September 7, 2006, the Orange County case was tadlyndismissed by the plaintiff and both casesehéieen consolidated in <
Diego County. Discovery is underway, with merification discovery cutoff set for June 2, 2088d an August 1, 2008 deadline
plaintiffs to file their motion for class certifigan.

Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. Hoeevin view of the inhere
uncertainties of litigation, the outcome of thiseaannot be predicted at this time. Likewise atm®unt of any potential loss canno
reasonably estimated.

On September 10, 2007, a putative class actiomsigfiaco Bell Corp., the Company and other relatgities styledSandrika Medloc
v. Taco Bell Corp, was filed in United States District Court, East®istrict, Fresno, California. The case was fitad behalf of a
hourly employees who have worked for the defendaittsin the last four years and alleges numerootations of California labor lav
including unpaid overtime, failure to pay wages@mination, denial of meal and rest breaks, imprapage statements, unpaid busil
expenses and unfair or unlawful business praciitagolation of California Business & Professionsde §17200. The Company \
dismissed from the case without prejudice on Jani@y 2008.
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On March 24, 2008, plaintiff filed a motion for leato file a second amended complaint adding aomaide FLSA claim for unpa
overtime. Taco Bell opposed the motion and on 008 the court denied plaint#fmotion to amend. Discovery is underway,
pre<ertification discovery cutoff set for February 22009 and an April 20, 2009 deadline for plaintiff file a motion for clas
certification. A hearing on the class certificatimotion has been scheduled for July 27, 2009.

Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. Hoeevin view of the inhere
uncertainties of litigation, the outcome of thiseaannot be predicted at this time. Likewise atm®unt of any potential loss canno
reasonably estimated.

On June 16, 2008, a putative class action lawgainat Taco Bell Corp. and the Company stféidam Leyva vs. Taco Bell Corp.,
al., was filed in Los Angeles Superior Court. The cass Wiled on behalf of Leyva and purportedly alletiCalifornia hourly employe
and alleges failure to pay overtime, failure toyidle meal and rest periods, failure to pay wagesnugischarge, failure to provi
itemized wage statements, unfair business practicdsvrongful termination and discrimination. Thase is very similar to tHdedlock
case; accordingly, on July 3, 2008, Taco Bell fiedotice of related case and request for stay.

Taco Bell denies liability and intends to vigorqudkefend against all claims in this lawsuit. Howewe view of the inherent uncertaint
of litigation, the outcome of this case cannot bedjrted at this time. Likewise, the amount of gogential loss cannot be reason:
estimated.

On April 11, 2008, Lisa Hardiman filed a Privatetékheys General Act (“PAGA”romplaint in the Superior Court of the Stat
California, County of Fresno against Taco Bell Cotlpe Company and other related entities. ThistatystyledLisa Hardiman vs. Tau
Bell Corp., et al., is filed on behalf of Hardiman individually and alher aggrieved employees pursuant to PAGA. Teptaint seek
penalties for alleged violations of Califorréalabor Code. On June 25, 2008, Hardiman filedraaraled complaint adding class ac
allegations on behalf of hourly employees in Catifa very similar to the Medlockase, including allegations of unpaid overtime,s&
meal and rest periods, improper wage statementspapment of wages upon termination, unreimburseihbas expenses and unfai
unlawful business practices in violation of Califiar Business & Professions Code §17200.

Taco Bell denies liability and intends to vigorgudkfend against all claims in this lawsuit. Howe\e view of the inherent uncertaint
of litigation, the outcome of this case cannot bedjrted at this time. Likewise, the amount of gogential loss cannot be reason:
estimated.

On December 21, 2007, a putative class action lvagainst KFC U.S. Properties, Inc. styled BaskalkKFC U.S. Properties, In¢was
filed in San Diego County Superior Court on belwdlall current and former RGMs, AUMs and Shift Siyigors who worked at KFC
California restaurants since December 21, 2003 laWwsuit alleges violations of Californgivage and hour and unfair competition
including denial of sufficient meal and rest pedpd@mproperly itemized pay stubs, and delays iniigs final paychecks, and se
unspecified amounts in damages, injunctive rebefd attorneys' fees and costs. A first amendedotzont was filed on February
2008. KFC answered the amended complaint on M2t¢cR2008.

A case management conference was held on Jun®Q8, &t which time the court scheduled a hearinglaimtiff’ s expected motion f
class certification on February 13, 2009.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiaw of the inherent uncertainties
litigation, the outcome of this case cannot be joted at this time. Likewise, the amount of anytgmtial loss cannot be reasone
estimated.

On December 17, 2002, Taco Bell was named as temdint in a class action lawsuit filed in the \@ditStates District Court for t
Northern District of California styleMoeller, et al. v. Taco Bell Corp.On August 4, 2003, plaintiffs filed an amendednptaint tha
alleges, among other things, that Taco Bell hasridisnated against the class of people who use lehaies or scooters for mobility |
failing to make its approximately 220 company-owmedtaurants in California (the “California Restmits”) accessible to the clas
Plaintiffs contend that queue rails and other aechiral and structural elements of the Taco Bedtaurants relating to the path of tri
and use of the facilities by persons with
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mobility-related disabilities do not comply withetty.S. Americans with Disabilities Act (the “ADAhe Unruh Civil Rights Act (the
“Unruh Act”), and the California Disabled Personet fthe “CDPA”). Plaintiffs have requested: (a)igjunction from the District Court
ordering Taco Bell to comply with the ADA and itaplementing regulations; (b) that the District Gadgclare Taco Bell in violation of
the ADA, the Unruh Act, and the CDPA,; and (c) mamngtrelief under the Unruh Act or CDPA. Plaintjftsy behalf of the class, are
seeking the minimum statutory damages per offefiegtter $4,000 under the Unruh Act or $1,000 urilerCDPA for each aggrieved
member of the class. Plaintiffs contend that theag be in excess of 100,000 individuals in the<la

On February 23, 2004, the District Court grantedirRiffs' motion for class certification. The Dist Court certified a Rule 23(b)(
mandatory injunctive relief class of all individsakith disabilities who use wheelchairs or elecséooters for mobility who, at any ti
on or after December 17, 2001, were denied, ocarently being denied, on the basis of disabilitye full and equal enjoyment of
California Restaurants. The class includes cldan@junctive relief and minimum statutory damages

Pursuant to the partieagreement, on or about August 31, 2004, the Dishiwirt ordered that the trial of this action biubated so thi
stage one will resolve Plaintiffs’ claims for eqbte relief and stage two will resolve Plaintiftdaims for damages. The parties
currently proceeding with the equitable relief stagf this action. During this stage, Taco Bekkdila motion to partially decertify t
class to exclude from the Rule 23(b)(2) class ctaior monetary damages. The District Court demidmotion. Plaintiffs filed the
own motion for partial summary judgment as to ligpirelating to a subset of the California Restmis. The District Court denied t
motion as well.

On May 17, 2007, a hearing was held on Plaintifistion for Partial Summary Judgment seeking judidiclaration that Taco Bell w
in violation of accessibility laws as to three dfiedssues: indoor seating, queue rails and djening force. On August 8, 2007,
court granted Plaintiffs’ motion in part with redaio dining room seating. In addition, the coudrged Plaintiffs'motion in part witl
regard to door opening force at some restaurantsit all) and denied the motion with regard tewgi lines.

At a status conference on September 27, 2007 dilné set a trial date of November 10, 2008 wittpees$ to not more than 20 restaur:
to determine the issue of liability and common éssu The parties participated in mediation on Ma2&h 2008, without reachil
resolution. A new trial court judge was assignaddpril 4, 2008, and the November 10, 2008 trigkedand all other previously set cc
dates were vacated. The court has instead ordemaemental discovery and will hear Taco Beitiotion for partial summary judgm
regarding statute of limitations, followed by crasstions for summary judgment regarding ADA isswum®] finally cross motions f
summary judgment regarding state law issues.

Taco Bell has denied liability and intends to vigasly defend against all claims in this lawsuitac® Bell has taken certain step:
address potential architectural and structural dizmpe issues at the restaurants in accordanceapjtlicable state and federal disab
access laws. The costs associated with addrefisisg issues have not, and are not expected tdicagtly impact our results
operations. It is not possible at this time tosmrmbly estimate the probability or amount of lipifor monetary damages on a cl
wide basis to Taco Bell.

According to the Centers for Disease Control (“CQGhere was an outbreak of illness associated wigaréicular strain of E. cc
0157:H7 in the northeast United States during Ndamand December 2006. Also according to the CIDE,outbreak from th
particular strain was most likely associated wilireg products containing contaminated shredddakicglettuce at Taco Bell restaure
in Pennsylvania, New Jersey, New York, and Delawdree CDC concluded that the contamination liketgurred before the lettu
reached the Taco Bell restaurants and that theeakbended on or about December 6, 2006. The Cid3Gtated that it received rep
of 71 persons who became ill in association withdhtbreak in the abowaentioned area during the above time frame, artchthadeath
have been reported.

On December 6, 2006, a lawsuit styled Tyler Voragjitet. al. v. Taco Bell Corp, Taco Bell of Ameritec. and Yum! Brands, Inevas
filed in the Supreme Court of the State of New YdZounty of Suffolk. Mr. Vormittag, a minor, alleg he became ill after consum
food purchased from a Taco Bell restaurant in Rigad, New York, which was allegedly contaminatedhwi. coli 0157:H7
Subsequently, thirty other cases have been filednthe Company, Taco Bell Corp., Taco Bell of Aio&, and/or other subsidiaries
the Company, each alleging similar facts on bebfadither customers. Additionally, the Company rexeived a number of claims fr
customers who have alleged injuries related tdethenli outbreak, but have not filed lawsuits.
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According to the allegations common to all the Ctaimts, each Taco Bell customer became ill aftgesiing contaminated food in |
November or early December 2006 from Taco Bellawsints located in the northeast states implidatéde outbreak. The majority
the implicated restaurants are owned and operatdabo Bell franchisees. The Company believesdhat minimum it is not liable f
any losses at these stores. Some of these claivestieen settled.

We have provided for the estimated costs of thiEsms and litigation, based on a projection of ptitd claims and their amounts as v
as the results of settlement negotiations in sinmilatters. But in view of the inherent uncertaatof litigation, there can be no assur:
that the outcome of the litigation will not resift losses in excess of those currently providedifoour Condensed Consolida
Financial Statements.

On March 14, 2007, a lawsuit styled Boskovich Farims. v. Taco Bell Corp. and Does 1 through 9@ filed in the Superior Court
the State of California, Orange County. Boskowidrms, a supplier of produce to Taco Bell, allegeits Complaint, among oth
things, that it suffered damage to its reputatiod business as a result of publications and/oerst@nts it claims were made by Taco
in connection with Taco Bel reporting of results of certain tests conductednd investigations on green onions used at Taelt
restaurants. The Company believes that the Contp&luould properly be heard in an alternative dispesolution (“ADR”)forum
according to the contractual terms governing thatiomship of the parties. The Company filed aioto compel ADR and stay t
litigation on May 1, 2007. The Court entered adeorgranting this motion on June 14, 2007. BoskovViled a writ petition to set asi
the trial courts ruling compelling ADR; the writ petition was dediin October 2007. The parties participated idiat@n on April 10
2008, without reaching resolution. The trial ccheis ordered the parties to be back in court omeBdger 3, 2008 to report on the res
of the anticipated arbitration. The Company defiaslity and intends to vigorously defend agaia#itclaims in any arbitration and 1
lawsuit. However, in view of the inherent uncenrtas of litigation, the outcome of this case cdrmm predicted at this time. Likewi
the amount of any potential loss cannot be readpmstimated.

13. Subsequent Even

On July 11, 2008 we entered into a new variable tlatee year senior unsecured term loan (“Domé&stien Loan”), in an aggrega
principal amount of $375 million. We will use thet proceeds from the Domestic Term Loan for gemen@orate purposes.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Introduction and Overview

The following Management’'s Discussion and Analy6®ID&A”) should be read in conjunction with the unauditechdemse
Consolidated Financial Statements (“Financial $tatets”), the Cautionary Statements and our anmyedrt on Form 10 for the fisca
year ended December 29, 2007. Throughout the MD&AM! Brands, Inc. (“YUM” or the “Company”)ymakes reference to cert
performance measures as described below.

« The company provides the percentage changes erglukée impact of foreign currency translation. §@mounts are derived
translating current year results at prior year agerexchange rates. We believe the eliminatiothefforeign currency translati
impact provides better ye-to-year comparability without the distortion of foraigurrency fluctuation:

« System sales growth includes the results of altateants regardless of ownership, including Com-owned, franchis
unconsolidated affiliate and license restauraB@les of franchise, unconsolidated affiliate andrise restaurants generate Fran
and license fees for the Company (typically atte cf 4% to 6% of sales). Franchise, unconsoliiaféliate and license restaur
sales are not included in Company sales on the &@wmadl Consolidated Statements of Income; howdver-tanchise and licer
fees are included in the Compasyevenues. We believe system sales growth islluefnvestors as a significant indicator of
overall strength of our business as it incorporalésf our revenue drivers, Company and franclk@me store sales as well as
unit development

« Same store sales is the estimated growth in sélak @staurants that have been open one yearooe.mJ.S. Company same sl
sales include only KFC, Pizza Hut and Taco Bell @any owned restaurants that have been open oneyeare. U.S. same st
sales for Long John Silver'and A&W restaurants are not included given thatixe insignificance of the Company stores forst
brands and the limited impact they currently hared will have in the future, on our U.S. Companmeastore sales as well as
overall U.S. performanc:

« Company restaurant margin as a percentage of saltefined as Company sales less expenses incditectly by our Compar
restaurants in generating Company sales, divideddigpany sale:

« Operating margin is defined as Operating Profitdéid by Total revenues.

All Note references herein refer to the accompaguiotes to the Financial Statements. Tabular amscane displayed in millions exct
per share and unit count amounts, or as othenpisefgcally identified.

Description of Business

YUM is the world's largest restaurant company based on number @nsymits, with more than 35,000 units in more th@@ countrie
and territories operating under the KFC, Pizza Hidco Bell, Long John Silver's and A&W AMlmerican Food Restaura
brands. Four of the Company’s restaurant branl$G, Pizza Hut, Taco Bell and Long John Silver'sre the global leaders in !
quick-service chicken, pizza, Mexicatyle food and seafood categories, respectivelyth® over 35,000 restaurants, 22% are ope
by the Company, 72% are operated by franchiseesimcmhsolidated affiliates and 6% are operateddensees.

YUM'’s business consists of three reporting segmebisited States, the International Division (“YRRI&nd the China Division. TI
China Division includes mainland China, Thailandd adFC Taiwan, and the International Division inchsdthe remainder of ¢
international operations. The China and Intermeidivisions have been experiencing dramatic gnoarid now represent over hall
the Companys Operating Profits. The U.S. business operateshighly competitive marketplace resulting in séovprofit growth, bt
continues to produce strong cash flows.
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Strategies

The Company continues to focus on four key strategi

Build Leading Brands Across China in Every Sigrafit Category The Company has developed the KFC and Pizza Hatbrimto th
leading quick service and casual dining restauraatgpectively, in mainland China. AdditionallpetCompany owns and operates
distribution system for its restaurants in mainl&idna which we believe provides a significant cetitjve advantage. Given this strc
competitive position, a rapidly growing economy angdopulation of 1.3 billion in mainland China, t@empany is rapidly adding KF
and Pizza Hut Casual Dining restaurants and testiagadditional restaurant concepts of Pizza Hunel&ervice (pizza delivery) a
East Dawning (Chinese food). Our ongoing earngrgsvth model includes annual systaades growth of 20% in mainland China dri
by at least 425 new restaurants each year, whickxyect to drive annual Operating Profit growtl26%6 in the China Division.

Drive Aggressive International Expansion and B@tdong Brands EverywhereThe Company and its franchisees opened over 85
restaurants in 2007 in the Companynternational Division, representing 8 straigl#tags of opening over 700 restaurants.
International Division generated $480 million in éating Profit in 2007 up from $186 million in 1998he Company expects
continue to experience strong growth by building ewisting markets and growing in new markets idoig India, France, Russ
Vietnam and Africa. Our ongoing earnings growthdelancludes annual Operating Profit growth of 188ftven by 750 new restaur:
openings annually for the International Divisiohew unit development is expected to contributeystesm sales growth of at least
(3% to 4% unit growth and 2% to 3% same store sfi@sth) each year.

Dramatically Improve U.S. Brand Positions, Consisieand Returns ¥he Company continues to focus on improving its. p&sitior
through differentiated products and marketing andimproved customer experience. The Company atéees to provide industry-
leading new product innovation which adds salegrmynd expands day parts. We are the leader fiibranding, with over 3,9C
restaurants providing customers two or more of lmands at a single location. We continue to eveluar returns and owners
positions with an earn-the-right-to-own philosogty Companyewned restaurants. Our ongoing earnings growthemealls for annui
Operating Profit growth of 5% in the U.S. with sastere sales growth of 2% to 3% and leverage of@emeral and Administrati
(“G&A”) infrastructure.

Drive Industry-Leading, Long-Term Shareholder andn€hisee Value The Company is focused on delivering high returng
returning substantial cash flows to its sharehaldéa share repurchases and dividends. The Compasmpne of the highest returns
invested capital in the Quick Service Restauraf@®SR") industry. Additionally, 2007 was the third conskes year in which th
Company returned over $1.1 billion to its sharebddthrough share repurchases and dividends. Dhep&ny is targeting an ann
dividend payout ratio of 35% to 40% of Net Income.

Quarter Ended June 14, 2008 Highlights

» System sales growth from China Division of 40% &l of 15%

* Worldwide same store sales growth of 4%, includidg% in mainland China, 4% in YRI and 2% in the L
e Operating Profit growth of 38% for the China Diwsiand 18% for YRI with a 12% decline in the L

» Lower effective tax rate of 14.8% versus 21.5%him prior yea

* Diluted earnings per shar*EP<") of $0.45 or 15% growt

» Increased quarterly dividend by 27% with our yietv about 2%

All preceding comparisons are versus the same garieear ago.
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Significant Known Events, Trends or Uncertainties mpacting or Expected to Impact Comparisons of Repded or Future Results
The following factors impacted comparability of ogéng performance for the quarters and/or yeadate ended June 14, 2008 and .
16, 2007 and/or could impact comparability wite temainder of our results in 2008 or beyond. @enf these factors were previot
discussed in our 2007 Form 10-K.

U.S. Restaurant Profit

Our U.S. restaurant margin as a percentage of datageased by 2.9 percentage points and 1.9 pageepbints for the quarter and y
to date ended June 14, 2008, respectively. Thesmases were the primary drivers in the U.S. Qipegr&rofit decline of 12% and ¢
for the quarter and year to date ended June 14, 288pectively.

Restaurant profit in dollar terms was negativelpacied by $30 million and $55 million of commoditylation (primarily cheese, whe
and chicken costs) for the quarter and year to dateed June 14, 2008, respectively. Additionalstaurant profit was negativ:
impacted by $18 million and $22 million, exclusiokthe estimated reduction due to refranchisingestofor the quarter and year to ¢
ended June 14, 2008, respectively, due to highgpgsty and casualty self insurance expense as pyedafavorability recognized
2007. The unfavorable impact of commodity inflatiand lapping of property and casualty self insceafiavorability for the quarter a
year to date ended June 14, 2008 was partialleblg U.S. Company same store sales growth of 484386, respectively, which w
driven by Taco Bell and Pizza Hut.

We anticipate that the U.S. restaurant margin énstecond half of 2008 will be adversely impacteddytinued higher commaodity cos
with commodity inflation for the full year 2008 exqted to be 8% or about $100 million. However,expect that pricing action that"
have recently taken and future pricing actions Wwilp to mitigate this inflation on a full year lasWe now anticipate that U
restaurant margin as a percentage of sales for @008e down approximately 1.0 percentage poiotirthe 2007 percentage of 13.3%.

ChinaRestaurant Profit

China Division restaurant margin as a percentagsalefs declined to 17.1% and 18.9% in the quartdrysar to date ended June
2008, respectively from 18.2% and 20.2% in the waand year to date ended June 16, 2007, resphrctiVhese declines were driy
by commaodity inflation, primarily chicken, of appimately $16 million and $27 million for the quartend year to date ended June
2008, respectively, and higher restaurant labotscds mainland China, we expect that the high madity inflation rate (includin
higher chicken costs) will continue throughout 20@n a full year basis we anticipate that Chinai€ddn restaurant margin a:
percentage of sales for 2008 will be down approxéiyal .0 percentage point from the 2007 percentd@®.1%.

Consolidation of a Former Unconsolidated Affiliate in China

In 2008, we began consolidating an entity in whieh have a majority ownership interest and that ajesrthe KFCs in Beijin
China. Our partners in this entity are essentiaigteowned enterprises. We historically did not cordat this entity, inste:
accounting for the unconsolidated affiliate usihg equity method of accounting, due to the effecparticipation of our partners in-
significant decisions of the entity that were madéhe ordinary course of business as addressEtherging Issues Task Force ("EIT
Issue No. 966, "Investor's Accounting for an Investee When bheestor Has a Majority of the Voting Interest kbt Minority
Shareholder or Shareholders Have Certain Approva¥aio Rights". Concurrent with a decision that wade on January 1, 2(
regarding top management of the entity, we no Iohgéieve that our partners effectively participatehe decisions that are made in
ordinary course of business. Accordingly, we begamsolidating this entity.

Like our other unconsolidated affiliates, the agumg for this entity prior to 2008 resulted in edifes being reflected as Franchise
license fees and our share of the ergitpet income being reflected in Other (income) espe The impact on our Conden
Consolidated Statement of Income for the quartdryaar to date ended June 14, 2008 as a resulir @omsolidation of this entity was
follows:
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Increase (Decreas

Quarter Year to Date
Company sale $ 68 $ 114
Company restaurant expen: 54 90
Franchise and license fe (@) @)
General and administrative expen 2 3
Other (income) expen: @) (12
Operating Profi 1 2

The impact on Other (income) expense includes thalturrent year minority interest in pia¢ earnings of the unconsolidated affiliat
well as the reduction in Other (income) expensé thaulted from our share of afterx earnings no longer being reported in C
(income) expense. The increase in Operating Prafi offset by a corresponding increase in Incometavision such that there was
impact to Net Income.

Significant 2008 Gains and Charges

As part of our plan to transform our U.S. businessare taking several measures in 2008 that weotibelieve are indicative of ¢
ongoing operations. These measures include: eikpan$ our U.S. refranchising, potentially reduciagr Company ownership in t
U.S. to below 10% by the year end 2010; chargesttingl to G&A productivity initiatives and realignmieof resources (primari
severance and early retirement costs); and invessma our U.S. Brands made on behalf of our frigeds such as equipm
purchases. As discussed in Note 10, we are nhidimg the impacts of these measures in our U.S. segroemefformance reportil
purposes.

In the quarter and year to date ended June 14,,2088ecorded a pre-tax gain of $1 million and a+px loss of $25 millior
respectively, from refranchising in the U.S. le tjuarter and year to date ended June 14, 2008 cweded praax losses related to U
severance and early retirement of $2 million anch#ifion, respectively, and expenses related tegtments in our U.S. brands of
million and $3 million, respectively. The refratgihg losses recorded for the year to date ended 14, 2008 were primarily due to
refranchising of, or our offers to refranchise refor groups of stores, principally at Long Jolwe$ s, for prices less than their recor
carrying value. The refranchising losses are mdhg discussed in Note 8 and the Store Portfolim®&gy of the MD&A.

These losses were more than offset in the yeaat® ehded June 14, 2008 by a fare-gain of approximately $100 million related ke
sale of our interest in our unconsolidated af@iat Japan (See Note 3 for further discussion isfttansaction). This gain was recor
in unallocated Other (income) expense in our CosdérConsolidated Statement of Income.

We anticipate that on a full year basis that theim@act of the U.S. business transformation messsand the gain on the sale of
interest in our unconsolidated affiliate in Japél generate up to $50 million of Operating Prott, approximately $0.06 of diluted E
in 2008.

Mexico Value Added Tax“(VAT") Exemption

On October 1, 2007, Mexico enacted new legislatiwt eliminated a tax ruling that allowed us tomlan exemption related to V/
payments. Beginning on January 1, 2008, we wegaired to remit VAT on all Company restaurant sakesulting in lower Compai
sales and Restaurant Profit. As a result of teis fegislation, our International DivisimCompany sales and Restaurant Profit fo
quarter ended June 14, 2008 were unfavorably iregdday approximately $10 million and $9 million, pestively. Company sales ¢
Restaurant Profit for the year to date ended JUne2Q08 were unfavorably impacted by approxima@&l$ million and $14 millior
respectively. We estimate that the full year 2@@®act on the International Divisias’Company sales and Restaurant Profit wi
unfavorable by approximately $38 million and $34liom, respectively. The International Divisiansystem sales growth and restat
margin as a percentage of sales was negativelycimgdy approximately 0.4 and 1.4 percentage porespectively, for the quar
ended June 14, 2008. Additionally, the Internaldbivision’s system sales growth and restaurant margin ascarjage of sales w
negatively impacted by approximately 0.3 and 1 @et@ge points, respectively, for the year to dated June 14, 2008, with simi
negative impacts expected for the full year.
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Tax Legislation- MainlandChina

On March 16, 2007, the National Peopl€ongress in mainland China enacted new tax &mal that went into effect on Januan
2008. Upon enactment, which occurred in the Clididsion’s 2007 second fiscal quarter, the deferred taxnbek of all Chine:
entities, including our unconsolidated affiliategere adjusted. We currently estimate that thesenire tax rate changes will positiv
impact our 2008 Net Income between $10 million &i& million compared to what it would have othemvizeen had no new 1
legislation been enacted. For the year to datecgtddne 14, 2008, the favorable impact on our Irectax provision and Operating Pr
was approximately $5 million and $2 million, resiresly.

StorePortfolio Strategy

From time to time we sell Company restaurants fistieg and new franchisees where geographic syeercin be obtained or wh
franchiseesexpertise can generally be leveraged to improveoverall operating performance, while retaining @amy ownership
strategic U.S. and international markets. In th8.Uwe are targeting Company ownership of restdasipotentially below 10% by ye
end 2010, down from its current level of 21%. Veearded net refranchising losses of $25 milliothie U.S. for the year to date en
June 14, 2008, primarily due to our refranchisifigoo our offers to sell, certain stores or grogpsstores, for a price less than tl
carrying values. In the U.S., we have refranchik@@ restaurants during the first two quarters@&and anticipate refranchising !
restaurants for the full year.

In the International Division, we are targeting Gmmy ownership of Pizza Hut restaurants in the Wnldrket at approximately 40%
year end 2011, down from its current level of apprately 75%.

Refranchisings reduce our reported revenues artdurast profits and increase the importance ofesystales growth as a |
performance measure. Additionally, G&A expensel #eécline over time as a result of these refrasiclgj activities. The timing
G&A declines will vary and often lag the actual reefchising activities as the synergies are typicdkpendent upon the size
geography of the respective deals. G&A expensesided in the tables below reflect only direct G&#&penses that we are no lor
incurring as a result of stores that were operatedis for all or some portion of the comparableiqubin 2007 and were no long
operated by us as of June 14, 2008.

The following table summarizes our refranchisintvaties:

Quarter Year to date
6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
Number of units refranchise 17C 74 207 191
Refranchising proceeds, |-tax $ 47 $ 31 $ 66 $ 65
Refranchising (gain) loss, |-tax $ 1) $ 4) $ 24 $ (5)

The impact on Operating Profit arising from refraising is the net of (a) the estimated reductionsestaurant profit, which reflects
decrease in Company sales, and G&A expenses atide(lestimated increase in franchise fees fronstikes refranchised. The amot
presented below reflect the estimated historicalilte from stores that were operated by us fopakome portion of the compara
period in 2007 and were no longer operated by us dsne 14, 2008.
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The following table summarizes the estimated hisabresults of refranchising:

Decreased Company sa
Increased Franchise and license 1

Decrease in Total revenu

Decreased Company sa
Increased Franchise and license 1

Decrease in Total revenu

Decreased Restaurant pr¢
Increased Franchise and license 1

Decreased G&/
Increase in Operating Pro

Decreased Restaurant pr¢
Increased Franchise and license 1

Decreased G&/4
Increase in Operating Pro

Quarter ended 6/14/(

International China
u.s. Division Division Worldwide
(44) $ (32) $ D (76)
2 2 — 4
(42) $ (29) $ (D (72
Year to date ended 6/14/
International China
uU.S. Division Division Worldwide
(97 $ (58) $ 2 (157)
5 3 — 8
(92) $ (55) $ (2 (14€)
Quarter ended 6/14/(
International China
uU.S. Division Division Worldwide
@) $ ) $ — ©)
2 2 — 4
1 1 — 2
2 $ 1 $ — 3
Year to date ended 6/14/
International China
u.s. Division Division Worldwide
®) $ 4 $ — ©
5 3 — 8
2 1 — 3
2 $ — $ — 2
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Results of Operations

Company sale

Franchise and license fe

Total revenue

Company restaurant pro

% of Company sale
Operating Profi

Interest expense, n
Income tax provisiol

Net Income

Diluted earnings per sharé”
(a) See Note 4 for the number of shares used in tidsiledion.

Restaurant Unit Activity

Worldwide
Beginning of yea
New Builds
Acquisitions
Refranchising
Closures

Other®©

End of quarte
% of Total

United State:
Beginning of yea
New Builds
Acquisitions
Refranchising
Closures

Other

End of quarte
% of Total

Quarter Year to date
6/14/0¢ 6/16/07 % B/(W) 6/14/0¢ 6/16/07 % B/(W)
$ 2,32: $ 2,07: 12 $ 4,415 $ 4,01t 10
33C 294 12 644 57E 12
$ 2650 $ 2361 17 $ 5061 $ 459 10
$ 311 $  31C _ $  6ic $ 59¢ 3
13.4% 14.9% (1.5 ppts. 14.0% 14.9% (0.9 ppts.
31t 31C 73¢ 62€ 18
52 % (34 105 74 (39)
39 58 a4 15€ 144 (8)
$ 224 §__ 214 4 $ 41t $ 40¢ 17
$  04F $ 03¢ 15 $ 09 $ 0.7 28
Total
Unconsolidated Excluding
Company Affiliates Franchisee Licenseed?
7,62 1,314 24,29 33,23¢
19¢ 31 421 65C
12 — (12) —
(207) ) 20¢ —
(57) (5) (33¢) (400)
182 (749) 572 5
7,75:% 59C 25,14¢ 33,49:
23% 2% 75% 100%
Total
Unconsolidated Excluding
Company Affiliates Franchisee Licenseed?
3,89¢ — 14,08! 17,97,
27 — 10¢& 132
1 — (1) —
(179) — 17¢ —
(35) — 219 (24€)
—_ — 4 4
3,71( — 14,15¢ 17,86t
21% — 79% 100%
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Total

Unconsolidated Excluding
International Divisior Company Affiliates Franchisee Licenseed®
Beginning of yea 1,64z 56¢& 9,96° 12,17:
New Builds 12 — 30€ 31¢
Acquisitions 4 — 4 —
Refranchising (26) (D] 27 —
Closures @) — (1179 (129)
other® — (567) 56¢ 1
End of quarte 1,625 — 10,74: 12,362
% of Total 13% — 87% 100%

Unconsolidated
China Division Company Affiliates Franchisee Total
Beginning of yea 2,08 74€ 258 3,08¢
New Builds 15¢ 31 10 20C
Acquisitions 7 — @) —
Refranchising (2 — 2 —
Closures (15) (5) (8) (28)
Other© 182 (182) — —
% of Total 74% 18% 8% 100%

(&) The Worldwide, U.S. and International Division tstaexclude 2,106, 1,931 and 175 licensed unitspectssely, at June 1
2008. There are no licensed units in the Chindsiim. Licensed units are generally units thaeoffimited menus and operate
non4raditional locations like malls, airports, gaseligervice stations, convenience stores, stadiuthammisement parks where a
scale traditional outlet would not be practicakfficient. As licensed units have lower averagi sales volumes than our traditio
units and our current strategy does not place rafgignt emphasis on expanding our licensed unitsdo not believe that providi
further detail of licensed unit activity providagmficant or meaningful informatior

(b) In our fiscal quarter ended March 22, 2008, we saldinterest in our unconsolidated affiliate ipda. While we will no longer ha
an ownership interest in the entity that operatgh KFCs and Pizza Huts in Japan, it will continoide a franchisee as it was w
it operated as an unconsolidated affiliate. Se 8¢

(c) On January 1, 2008, we began consolidating anyemtiChina in which we have a majority ownershipenest. This entity wi
previously accounted for as an unconsolidatedai#iland we reclassified the units accordinglye Nete 2

Multibrand restaurants are included in the tothleve@. Multibrand conversions increase the saldspamts of distribution for the seco
brand added to a restaurant but do not result sdaitional unit count. Similarly, a new multibchrestaurant, while increasing sales
points of distribution for two brands, results irsf one additional unit count. Franchise unit ¢sirelow include both franchisee and
unconsolidated affiliate multibrand units. Folloygiare multibrand restaurant totals at June 148200

Company Franchisee Total
United State: 1,717 2,23¢ 3,952
International Divisior — 32C 32C
Worldwide 1,71_1 2,SSE 4,272
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For the year to date ended June 14, 2008, Compahyranchise multibrand unit gross additions weteafd 296, respectively. Th
are no multibrand units in the China Division.

System Sales Growth

Increase excluding foreign

Quarter Increase/(Decreas currency translatio
6/14/0¢ 6/16/0" 6/14/0¢ 6/16/07
United State: 3% —% N/A N/A
International Divisior 15% 15% 8% 11%
China Division 40% 25% 28% 19%
Worldwide 11% 7% 7% 5%
Increase excluding foreign
Year to date Increase/(Decreas currency translatio
6/14/0¢ 6/16/0" 6/14/0¢ 6/16/07
United State: 3% (D)% N/A N/A
International Divisior 15% 14% 8% 10%
China Division 39% 24% 28% 19%
Worldwide 10% 6% 7% 4%

The explanations that follow for system sales ghoednsider year over year changes excluding thadingf foreign currency translatic

For the quarter and year to date ended June 18, tB@0increases in U.S., China Division, InternadicDivision and Worldwide Syste
sales were driven by new unit development and ssdate sales growth, partially offset by store ctesu
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Revenues

% Increase/(Decrease)
excluding foreign

Quarter Amount % Increase/(Decreas currency translatio
6/14/0¢ 6/16/07
Company sale
United State: $ 1,05¢ $ 1,06C — N/A
International Divisior 577 574 — (4
China Division 687 43¢ 57 43
Worldwide 2,32: 2,07: 12 8
Franchise and license fe
United State: 16E 15¢ 4 N/A
International Divisior 14¢ 122 22 14
China Division 1€ 14 11 2
Worldwide 33C 294 12 8
Total revenue
United State: 1,22¢ 1,21¢ — N/A
International Divisior 72€ 69¢€ 4 @
China Division 70 452 55 42
Worldwide $ 2,65¢ $ 2,361 12 8

The explanations that follow for revenue fluctuaioconsider year over year changes excluding thmadmof any foreign curren
translation.

Excluding the favorable impact of the consolidatmna former China unconsolidated affiliate, Worldes Company sales increa:
5%. The increase was driven by new unit developraed same store sales growth, partially offsetdfsanchising and store closures.

Excluding the unfavorable impact of the consolioiatof a former China unconsolidated affiliate, Vdaride Franchise and license f
increased 9%. The increase was driven by newdeitlopment, same store sales growth and refranghipartially offset by sto
closures.

U.S. Company sales were flat as refranchising tor@ slosures were offset by same store sales gramd new unit development.
U.S. Company same store sales increased 4% duweitoraase in average guest check, partially offget decline in transactions.

The increase in U.S. Franchise and license feesdviiaan by new unit development, same store salesth and refranchising, partia
offset by store closures.

The decrease in International Division Companyssalas driven by refranchising, store closures Aecetimination of a VAT exemptic
in Mexico, partially offset by new unit development

The increase in International Division Franchisel éinense fees was driven by new unit developmsame store sales growth
refranchising, partially offset by store closures.
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Excluding the favorable impact of the consolidatimha former China unconsolidated affiliate, their@hDivision Company sal
increased by 29%. The increase was driven by métndevelopment and same store sales growth.

Excluding the unfavorable impact of the consolidiatof a former China unconsolidated affiliate, @hina Division Franchise a
license fees increased by 21%. The increase vieendoy new unit development and same store satesth.
% Increase/(Decrease)
excluding foreign

Year to date Amount % Increase/(Decreas currency translatio
6/14/0¢ 6/16/07
Company sale
United State: $ 2,09t $ 2111 Q) N/A
International Divisior 1,12¢ 1,13¢ @ ()]
China Division 1,19¢ 77C 55 43
Worldwide 4,417 4,01t 10 7

Franchise and license fe

United State: 322 307 5 N/A
International Divisior 294 242 21 14
China Division 28 25 12 3
Worldwide 644 57¢ 12 9
Total revenue
United State: 2,41°F 2,41¢ — N/A
International Divisior 1,427 1,377 3 @
China Division 1,22¢ 79t 54 41
Worldwide $ 5,06] $ 4,59( 10 7

The explanations that follow for revenue fluctuatioconsider year over year changes excluding thmaémof any foreign curren
translation.

Excluding the favorable impact of the consolidatafna former China unconsolidated affiliate, Worldes Company sales increa:
4%. The increase was driven by new unit developraed same store sales growth, partially offsetdfsanchising and store closures.

The increase in Worldwide Franchise and license feas driven by new unit development, same stdes ggowth and refranchisir
partially offset by store closures.

The decrease in U.S. Company sales was drivenftgnohising and store closures, partially offsetshyne store sales growth and
unit development.

U.S. Company same store sales increased 3% dueitoraase in average guest check, partially offget decline in transactions.

The increase in U.S. Franchise and license feesdviiaan by new unit development, same store sal@esth and refranchising, partia
offset by store closures.
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The decrease in International Division Companyssalas driven by refranchising, store closures amdesstore sales declines due tc
elimination of a VAT exemption in Mexico, partialbffset by new unit development.

The increase in International Division Franchisel dinense fees was driven by new unit developmsame store sales growth |
refranchising, partially offset by store closures.

Excluding the favorable impact of the consolidatioha former China unconsolidated affiliate, their@hDivision Company sal
increased by 29%. The increase was driven prignbyilnew unit development and same store salesthrow

Excluding the unfavorable impact of the consoliolatof a former China unconsolidated affiliate, tBkhina Division Franchise a
licensed fees increased by 21%. The increase gy new unit development and same store ggtasth.

Company Restaurant Margins

Quarter ended 6/14/(

International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 30.7 31.7 37.7 33.C
Payroll and employee benef 30.4 26.t 14t 2475
Occupancy and other operating exper 26. 31.z 30.7 28.¢
Quarter ended 6/16/(
International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 29.2 29.¢ 35.7 30.¢
Payroll and employee benef 29.€ 26.4 14.C 25.k
Occupancy and other operating exper 25.¢ 31.¢ 32.1 28.¢
Company restaurant marg 15::% 115% 182% 145%

The decrease in U.S. restaurant margin as a pageif sales was driven by the impact of higherroodity costs (primarily chee:s
wheat and chicken costs), higher property and digsself insurance expense as we lapped favoraliditognized in 2007 and higl
labor costs (primarily wage rate and salary in@epsThe decrease was partially offset by the rible impact of same store si
growth on restaurant margin including the impadbigher average guest check.

The decrease in International Division restauraatgim as a percentage of sales was driven by theneltion of a VAT exemption |
Mexico, partially offset by the favorable impact cestaurant margin of closing and refranchisingaierrestaurants. An increase
commodity costs was generally offset by higher agerguest check.

The decrease in China Division restaurant margima @ercentage of sales was driven by higher contsnatists (primarily chicke

products), the impact of lower margins associatéth wew units during the initial periods of opecatiand higher labor costs. 1
decrease was partially offset by the impact of satore sales growth on restaurant margin.
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Year to date ended 6/14/

International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 30.2 31.2 37.€ 32.t
Payroll and employee benef 30.¢ 26.1 14.1 25.1
Occupancy and other operating exper 26. 30.€ 29.4 28.4
Company restaurant marc 12.4% 11.8% 18.% 14.(%
Year to date ended 6/16/
International China
U.S. Division Division Worldwide
Company sale 100.(% 100.(% 100.(% 100.(%
Food and pape 28.¢ 29.¢ 35.¢ 30.t
Payroll and employee benef 30.2 26.2 13.5 25.¢
Occupancy and other operating exper 26.5 31.5 30.4 28.7
Company restaurant marg 14::% 125% 202% 145%

The decrease in U.S. restaurant margin as a pageeinf sales was driven by the impact of highermodity costs (primarily chee:
wheat and chicken costs), higher labor costs (piiyneage rate and salary increases) and, highepety and casualty self insura
expense as we lapped favorability recognized in720the decrease was partially offset by the faverampact of same store s
growth on restaurant margin including the impadbigher average guest check.

The decrease in International Division restauraatgim as a percentage of sales was driven by theneltion of a VAT exemption |
Mexico, partially offset by the favorable impact cestaurant margin of refranchising and closingaierrestaurants. An increase
commodity costs was generally offset by higher agerguest check.

The decrease in China Division restaurant margim @ercentage of sales was driven by higher contsnatists (primarily chicke
products), higher labor costs, and the impact wfelomargins associated with new units during theainperiods of operation. Tl
decrease was partially offset by the impact of satore sales growth on restaurant margin.

Worldwide General and Administrative Expenses

General and administrative (“G&A'gxpenses increased $30 million or 11% in the quarteluding a 3% unfavorable impact of fore
currency translation. The increase was driven ibgation related costs as well as higher compémsatosts, including amour
associated with strategic initiatives in China atiter international growth markets.

General and administrative expenses increased $idmor 8% year to date, including a 2% unfavdeabmpact of foreign curren:
translation. The increase was driven by litigatretated costs, severance and early retirement cekted to U.S. transformation
discussed in the Significant 2008 Gains and Chasgeson of this MD&A and higher compensation cpstsluding amounts associa
with strategic initiatives in China and other imational growth markets.
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Worldwide Other (Income) Expense

Quarter Year to date
6/14/0¢ 6/16/07 6/14/0¢ 6/16/07
Equity income from investments in unconsolidatediates $ 9) $ (8) $ (20 $ (21
Minority interest® 2 — 4 —
Gain upon sale of investment in unconsolidatediatéi — — (100 (5)
Foreign exchange net (gain) loss and o 4 — (10 2
Other (income) expen: $ 1) 3 (8 $ (126 $ (28)

(&) OnJanuary 1, 2008, the Company began consolidatirentity in China in which we have a majority @nghip interest. See Note

(b) Year to date ended June 14, 2008 reflects thergaivgnized on the sale of our interest in our usobdated affiliate in Japan. £
Note 3.

(c) Year to date ended June 16, 2007 reflects recogniti income associated with receipt of paymentafoiote receivable arising fr
the 2005 sale of our fifty percent interest in émdity that operated almost all KFCs and Pizza tufoland and the Czech Repu
to our then partner in the enti

Worldwide Closure and Impairment Expense and Refrachising (Gain) Loss

See the Store Portfolio Strategy section for martaitl of our refranchising activity and Note 8 farsummary of the components
facility actions by reportable operating segment.

Operating Profit

Quarter Year to date

6/14/0¢ 6/16/07 % B/(W) 6/14/0¢ 6/16/07 % B/(W)
United State: $ 16¢ $ 191 12 $ 328 % 35¢€ 9)
International Divisior 12C 101 18 25¢ 22( 18
China Division 9C 65 38 191 141 35
Unallocated and corporate expen (69) (51 (32 (122) (100) (22
Unallocated Other income (expen 4 — NM 11C 4 NM
Unallocated Refranchising gain (lo 1 4 NM (24) 5 NM
Operating Profi $ 31t § 31C 1 $  73¢ 3 626 13
United States operating mar¢ 13.7% 15.6% (2.9 ppts. 13.5% 14.7% (1.2) ppts.
International Division operating marg 16.5% 14.6% 1.¢ ppts. 18.2% 16.0% 2.2 ppts.

U.S. Operating Profit decreased 12% in the quameled June 14, 2008. The decrease was drivengbgrhiestaurant operating co
partially offset by the impact of same store salasrestaurant profit (primarily due to higher aysraguest check) and Franchise
license fees. The increase in higher restauraatatipg costs was primarily driven by higher comitodosts, higher property a
casualty self insurance expense as we lapped falibraecognized in 2007 and higher labor costs.

U.S. Operating Profit decreased 9% year to datee decrease was driven by higher restaurant opgratists, partially offset by t
impact of same store sales on restaurant profingrily due to higher average guest check) anddfriae and license fees. The incre
in higher restaurant operating costs was primatifiyen by higher commodity and labor costs and éigbroperty and casualty <
insurance expense as we lapped favorability reezegdnin 2007.
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International Division Operating Profit increase®PAd in the quarter ended June 14, 2008, includi@éeafavorable impact from forei
currency translation. The increase was drivenHey impact of new unit development and same stdes ggowth on Franchise &
license fees. These increases were partially tdffséhe loss of the VAT exemption in Mexico.

International Division Operating Profit increase®%d year to date, including a 7% favorable impaainirforeign currenc
translation. The increase was driven by the impéaciew unit development and same store sales growt-ranchise and license fee
well as lower closure and impairment expenses.sd liecreases were partially offset by the loshefMAT exemption in Mexico.

China Division Operating Profit increased 38% ie tfuarter ended June 14, 2008, including a 12%rdde impact from foreic
currency translation. The increase was drivenHgyimpact of same store sales growth on restayrafit, partially offset by highe
restaurant operating costs and higher G&A expenses.

China Division Operating Profit increased 35% yeadate, including an 11% favorable impact fromefgn currency translation. T
increase was driven by the impact of same storessglowth and new unit development on restauraofitpThese increases wi
partially offset by higher restaurant operatingts@nd higher G&A expenses.

Unallocated and corporate expenses increased 3R¥adauarter ended June 14, 2008 due to litigatdaited costs, timing of proje
spending, severance related to the U.S. transf@mand investments in the U.S. Brands as discusstite Significant 2008 Gains &
Charges section of this MD&A and incentive compdéinsaaccruals.

Unallocated and corporate expenses increased 2% doyear to date ended June 14, 2008 due tatiiig related costs, severa
related to the U.S. transformation and investmanthe U.S. Brands as discussed in the Signifie®@8 Gains and Charges sectio
this MD&A.

Interest Expense, Net

Quarter Year to date
6/14/0¢ 6/16/07 % B/(W) 6/14/0¢ 6/16/07 % B/(W)
Interest expens $ 58 $ 43 (34) $ 118 $ 86 (35)
Interest incom: ) o) 28 13 (12 10
Interest expense, n $ 52§ 38 (34) $ 10§ 74 (39

Interest expense increased $16 million or 34%!Herduarter and $32 million or 35% year to dateesehincreases were driven by an
increase in borrowings, partially offset by a desesin interest rates on the variable portion ofdalt as compared to the prior year.

Income Taxes

Quarter Year to dat
6/14/0¢ 6/16/07 6/14/0¢ 6/16/0%
Income taxe: $ 39 $ 58 $ 15¢ $ 144
Effective tax rate 14.8% 21.5% 24.6% 26.1%

Our effective tax rate for the quarter benefitemhfra higher percentage of our income being earngside the U.S. Our rate was ¢
favorably impacted by the reversal of approximagl9 million of foreign valuation allowances in tberrent year associated with cer
deferred tax assets that we now believe are mietylthan not to be utilized on future tax returms.addition, we reversed reserves
to the expiration of the statute of limitationsciertain foreign jurisdictions, comparable to theoamt and type of reserves reversed ir
prior year.
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Year to date, our effective tax rate was favorabipacted by a higher percentage of our income bearged outside the U.S. and
reversal of foreign valuation allowances as desdriibove. The decrease was partially offset byresg associated with the gain on
sale of our interest in our unconsolidated affiam Japan as well as expense associated with laortp distribute certain foreis
earnings.

Consolidated Cash Flows
Net cash provided by operating activitiesvas $613 million compared to $590 million in 2007.

Net cash wused in investing activitiesvas $242 million versus $116 million in 2007. Tiherease was driven by higher caf
spending.

Net cash wused in financing activitieasvas $860 million versus $363 million in 2007. Therease was driven by higher st
repurchases, partially offset by higher net borrmsi

Consolidated Financial Condition

During December 2007, we sold our interest in cwgamsolidated affiliate in Japan for $128 milliondash. Our international subsidi
that owned this interest operates on a fiscal caemvith a period end that is approximately one thararlier than our consolida
period close. Thus, consistent with our historicehtment of events occurring during the lag pkribe pretax gain on the sale of tl
investment was recorded in the quarter ended M2&;2008 as Other income and was not allocatechyosagment for performan
reporting purposes. However, the cash proceeas fhis transaction were transferred from our irdéonal subsidiary to the U.S.
December 2007 and were thus reported on our Calagell Statement of Cash Flows for the year endextbieer 29, 2007 with tl
offsetting deferred gain recorded in Accounts péyamd other current liabilities. During the gearended March 22, 2008, Accot
payable and other current liabilities decrease@188 million due to the reversal of this deferr@ihgupon recognition of the sale.

In May 2008, $250 million of Senior Unsecured Noteatured, and the repayment was funded with additiborrowings under o
Credit Facility, which are included in Long-termbde

Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatestantial cash flows from the operations of Gompany stores and from «
franchise operations, which require a limited YUNeéstment. In each of the last six fiscal yeaet, gash provided by operat
activities has exceeded $1 billion. We expect ghlesels of net cash provided by operating acésitio continue in the foresees
future. Our discretionary spending includes capib@nding for new restaurants, acquisitions diangsints from franchisees, repurchi
of shares of our Common Stock and dividends paaltcshareholders. Unforeseen downturns in ounbas could adversely impact
cash flows from operations from the levels histalficrealized. However, we believe our abilityremluce discretionary spending and
borrowing capacity would allow us to meet our cesfuirements in 2008 and beyond.

Discretionary Spending

In the year to date ended June 14, 2008, capi¢aldipg has totaled $335 million, including $144limd in the U.S., $80 million for tt
International Division and $111 million for the @i Division.

During the year to date ended June 14, 2008, wercbpsed shares for $994 million (excluding $11iomlfor shares with trade da
prior to June 14, 2008 but cash settlement dateseswent to June 14, 2008 and excluding applidedmsaction fees). At June 14, 2(
we had remaining capacity to repurchase up to appedely $1.1 billion of our outstanding Common &to(excluding applicab
transaction fees) through January 2009 under aadp @008 authorization.

During the year to date ended June 14, 2008, we @@sh dividends of $146 million. Additionally, driay 6, 2008, our Board
Directors approved a cash dividend of $0.19 paresof Common Stock, to be distributed on Augu&0D8 to
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shareholders of record at the close of busineskilynl1, 2008.

For 2008, we expect to return over $2 billion targholders through both cash dividends and shameraleases. The Company
targeting an annual dividend payout ratio of 35%4Q66 of Net Income.

Borrowing Capacity

Our primary bank credit agreement comprises a $hillibn senior unsecured Revolving Credit Facilithe “Credit Facility”) which
matures in November 2012. At June 14, 2008, ousediCredit Facility totaled $481 million, net oftstanding letters of credit of $1
million. There were borrowings of $507 million standing under the Credit Facility at June 14, 200& also have a $350 millic
five-year revolving credit facility (the “Internathal Credit Facility” or “ICF”) which matures in November 2012. There wert
borrowings outstanding under the ICF at June 1882t June 14, 2008 we were in compliance witHiaéncial covenants under 1
Credit Facility and ICF.

The majority of our remaining longgrm debt primarily comprises Senior Unsecured Bletigh varying maturity dates from 2011 throl
2037 and interest rates ranging from 6.25% to 8.88%e Senior Unsecured Notes represent seniogcunsd obligations and ra
equally in right of payment with all of our exisgimnd future unsecured unsubordinated indebtedgssunts outstanding under Sel
Unsecured Notes were $2.6 billion at June 14, 2068ay 2008, $250 million of Senior Unsecured &®omatured, and the repaymnr
was funded with additional borrowings under ourditrréacility.

On July 11, 2008 we entered into a new variable tlatee year senior unsecured term loan (“Domdsitn Loan”),in an aggrega
principal amount of $375 million. We will use thet proceeds from the Domestic Term Loan for gdmengorate purposes.

Recently Adopted Accounting Pronouncements

See Note 6 to the Condensed Consolidated FinaBastments of this report for further details aferatly adopted accounting
pronouncements.

New Accounting Pronouncements Not Yet Recognized

See Note 7 to the Condensed Consolidated Finagtadééments of this report for further details ofvreccounting pronouncements
yet adopted.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There were no material changes during the quantged June 14, 2008 to the disclosures made in T#emof the Company 2007 Forr
10-K.

Iltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company has evaluated the effectiveness aldhiggn and operation of its disclosure controls prattedures pursuant to Rules 13a-
15(e) and 15d:5(e) under the Securities Exchange Act of 1934f éise end of the period covered by this reporas@&l on the evaluatic
performed under the supervision and with the padton of the Compang’ management, including the Chairman, Chief Exee
Officer and President (the “CEO”) and the Chiefdfinial Officer (the “CFQ”), the Comparg/management, including the CEO
CFO, concluded that the Company’s disclosure ctsytnod procedures were effective as of the enteoperiod covered by the report.
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Changes in Internal Control

There were no significant changes with respedi¢oGompanys internal control over financial reporting or ither factors that materia
affected, or are reasonably likely to materiallieet, internal control over financial reporting thg the quarter ended June 14, 2008.

Cautionary Note Regarding Forward-Looking Statemens

This report may contain forward-looking statemewithin the meaning of the U.S. federal securitiawsd. These forwarlboking
statements are intended to be covered by the sab®thprovisions for forwartboking statements in the federal securities laWse
statements include those identified by such wosd&veay,” “will,” “expect,” “project,” “anticipate,”“believe,” “plan” and other simile
terminology. These “forward-looking statementsflect our current expectations regarding futwengés and operating and finan
performance and are based upon data available &intke of the statements. Actual results involgsks and uncertainties, including b
those specific to us and those specific to thestrguand could differ materially from expectationEhese risks and uncertainties incl
but are not limited to those described in Partdéim 1A “Risk Factors” in this report, those debed under “Risk Factorsh Part I, Iten
1A of our Form 1K for the year ended December 29, 2007, and theserithed from time to time in our reports filedlwihe Securitie
and Exchange Commission. We do not undertake bhgation to update or revise publicly any forwdodking statements, whether
a result of new information, future events or ofiee. You are cautioned not to place undue rediancforward-looking statements.
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Report of Independent Registered Public Accountindrirm

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

We have reviewed the accompanying Condensed Cdasadi Balance Sheet of YUM! Brands, Inc. and Sudses (YUM) as of Jur
14, 2008, the related Condensed Consolidated Statsnof Income for the twelve and twerityr weeks ended June 14, 2008 and
16, 2007, and the Condensed Consolidated Staterme@ash Flows for the twentfipur weeks ended June 14, 2008 and June 16,
These Condensed Consolidated Financial Statementhearesponsibility of YUM'’s management.

We conducted our reviews in accordance with thadstads of the Public Company Accounting Oversighaf (United States).
review of interim financial information consistsnmipally of applying analytical procedures and iingkinquiries of persons responsi
for financial and accounting matters. It is subs#dly less in scope than an audit conducted iroetance with the standards of the Pt
Company Accounting Oversight Board (United Statég, objective of which is the expression of annapi regarding the financ
statements taken as a whole. Accordingly, we d@rptess such an opinion.

Based on our reviews, we are not aware of any mhteodifications that should be made to the CosddnConsolidated Financ
Statements referred to above for them to be inaronify with U.S. generally accepted accounting @iptes.

We have previously audited, in accordance withstaadards of the Public Accounting Oversight Bdahdited States), the Consolida
Balance Sheet of YUM as of December 29, 2007, hedrélated Consolidated Statements of Income, Elslis and Shareholders’
Equity and Comprehensive Income for the year thted not presented herein; and in our report dagdduary 25, 2008, we expres
an unqualified opinion on those Consolidated Fim@nStatements. In our opinion, the information &mth in the accompanyil
Condensed Consolidated Balance Sheet as of Dece2@b@007, is fairly stated, in all material redged relation to the Consolida
Balance Sheet from which it has been derived.

KPMG LLP
Louisville, Kentucky
July 22, 2008
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PART Il — Other Information and Signatures

Item 1. Legal Proceedings

Information regarding legal proceedings is incogbed by reference from Note 12 to the Compar§ndensed Consolidated Finar
Statements set forth in Part | of this report.

ltem 1A. Risk Factors

We face a variety of risks that are inherent inlmusiness and our industry, including operatiolegfal, regulatory and product risks. ~
following are some of the more significant facttivat could affect our business and our resultpefations:

Foodborne iliness (such as E. coli, hepatitis A., tincisis or salmonella) concerns, food safety isarab health concerns aris
from outbreaks of Avian Flu, may have an adverfecebn our busines

A significant and growing number of our restauraate located in China, and our business is inanghsiexposed to ris
there. These risks include changes in economiditions, tax rates, exchange rates, laws and coasymeferences, as well
changes in the regulatory environme

Our other foreign operations, which are significand increasing, subject us to risks that couldatiegly affect our business suct
fluctuations in foreign currency exchange rates ahdnges in economic conditions, tax systems, coasipreferences, soc
conditions and political condition

Changes in commodity and other operating costsupplg chain and business disruptions could adweraffect our results
operations

Our operating results are closely tied to the ss&ad our franchisees, and any significant inabitit our franchisees to oper
successfully could adversely affect our operatagults;

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

We could be party to litigation that could adveysaifect us by increasing our expenses or subjgeisto material money dama
and other remedie

Changes in governmental regulations may adversfdgtaour business operatior

We may not attain our target development goals whie dependent upon our ability and the abilitywf franchisees to upgre
existing restaurants and open new restaurantsoamgetrate these restaurants on a profitable bersit

The retail food industry in which we operate ishtjgcompetitive.

These risks are described in more detail underk’Ractors” in Item 1A of our 2007 Form K- We encourage you to read these
factors in their entirety. Other factors may aésast that we cannot anticipate or that we do rastsier to be significant based
information that is currently available.
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table provides information as of Jul 2008 with respect to shares of Common Stopkirohased by the Compe
during the quarter then ended:

Total number o

shares purchased
as part of publicly
announced plans

Approximate dollai
value of shares that
may yet be purchased
under the plans or

Total number of  Average price

Fiscal Period: shares purchase  paid per shar or programs programs
Period 4

3/23/08- 4/19/08 — — — 1,082,230,05!
Period 5

4/20/08- 5/17/08 — — — 1,082,230,05(
Period 6

5/18/08- 6/14/08 294,40C 37.17 294,400 1,071,288,20(
Total 294,40C 37.17 294,400 1,071,288,20(

In January 2008, our Board of Directors authorizéditional share repurchases, through January 28f09p to an additional $1..
billion (excluding applicable transaction fees)ooir outstanding Common Stock. For the quarter @ddae 14, 2008, approximately
million shares were repurchased under this autatoiz.

Item 4. Submission of Matters to a vote of Security Holder

Our Annual Meeting of Shareholders was held on [#¥&y2008. At the meeting, shareholders:

1) Elected thirteen directors to serve until thetrfeaxnual Meeting of Shareholders and until thespective successors
are duly elected and qualifie

2) Ratified the selection of KPMG LLP as our indegent auditors for the fiscal year ended DecembgPQU8.

3) Approved an amendment to the Company’s Articfde@orporation requiring a majority vote for thieetion of
directors in uncontested electiol

4) Approved the Compa's Long Term Incentive Plan as amended through ktirel Amendment

5) through 8) Rejected four shareholder propo:

Results of the voting in connection with each iteare as follows (these numbers reflect actual voass by shareholders):

(1) Election of Directors For Withheld
David W. Dormar 406,392,27: 10,019,22:
Massimo Ferragarr 404,718,02( 11,693,47¢
J. David Grisson 411,113,60¢ 5,297,891
Bonnie G. Hill 406,303,72¢ 10,107,771
Robert Holland, Ji 404,718,61¢ 11,692,881
Kenneth G. Langon 405,800,37¢ 10,611,113
Jonathan S. Line 411,195,26¢ 5,216,22¢
Thomas C. Nelso 411,191,72( 5,219,77¢
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Item 6.

David C. Noval
Thomas M. Ryal
Jin¢-Shyh S. St
Jackie Trujillo
Robert D. Walte

(2) Ratification of Independe!
Auditors

(3) Amendment Requiring a Majority 398,609,230

vote for the Election of Directo

in uncontested electiot

(4) Approve the Compar's Long
Term Incentive Pla

(5) Shareholder Proposal —
MacBride Principle:

(6) Shareholder Proposal —
Advisory Shareholder Vote to
Ratify Executive Compensati(

(7) Shareholder Proposal —

Food Supply Chain Security &
Sustainability

(8) Shareholder Proposal —

Animal Welfare

Exhibits

(a) Exhibit Index
EXHIBITS

407,174,03’ 9,237,45¢
407,275,08¢ 9,136,40¢
407,489,52; 8,921,97:
406,966,73¢ 9,444,75¢€
410,852,79( 5,558,70¢
For Against Abstain
405,010,53: 7,592,37¢ 3,808,57¢
13,773,533 4,028,732
For Against Abstain Non-Votes
235,814,48: 120,044,13¢ 4,295,774 56,257,101
28,113,842 277,158,935 54,881,617 56,257,101
142,051,466 206,802,579 11,300,349 56,257,101
79,201,799 239,813,600 41,138,996 56,257,100
14,119,234 299,569,858 46,465,302 56,257,101

Exhibit 10.34

Exhibit 15

Exhibit 31.1

Exhibit 31.2

Credit Agreement, dated July 11, 2008, among YUNY the lenders party there
JPMorgan Chase Bank, N.A., as Administrative Agé®, Morgan Securities Inc.
Lead Arranger and Sole Bookrunner and Bank of AcaeiiN.A., as Syndication Age
(as filed herewith)

Letter from KPMG LLP regarding Unaudited Interim nkhcial Informatio
(Acknowledgement of Independent Registered Pubticodinting Firm)

Certification of the Chairman, Chief Executive @t and President pursuant to F
13a14(a) of Securities Exchange Act of 1934, as adbptasuant to Section 302
the Sarban«Oxley Act of 2002

Certification of the Chief Financial Officer pursuato Rule 13&at4(a) of Securitie
Exchange Act of 1934, as adopted pursuant to Se@02 of the Sarbané3xley Aci
of 2002.
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Exhibit 32.1 Certification of the Chairman, Chief Executive ©#i and President pursuant tc
U.S.C. Section 1350, as adopted pursuant to Se@06rof the Sarbane3xley Act
of 2002.

Exhibit 32.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350,
adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002
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SIGNATURES
Pursuant to the requirement of the Securities Bxghact of 1934, the registrant has duly causesirégport to be signed on its behal
the undersigned, duly authorized officer of thesegnt.

YUM! BRANDS, INC.
(Registrant

DateJuly 22, 2008 /sl Ted F. Knog

Senior Vice President of Finan
and Corporate Controlle
(Principal Accounting Officer
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CREDIT AGREEMENT
dated as of
July 11, 2008
among
YUM! BRANDS, INC.,
The Lenders Party Hereto
and
JPMORGAN CHASE BANK, N.A.,

as Administrative Agent

BANK OF AMERICA, N.A.
as Syndication Agent

HSBC BANK USA, N.A. and THE ROYAL BANK OF SCOTLANPLC,
as Documentation Agents

BANCO BILBAO VIZCAYA ARGENTARIA, S.A., COOPERATIEVE
CENTRALE RAIFFEISEN-BOERENLEENBANK B.A., FIFTH THIR BANK, and
U.S. BANK, NATIONAL ASSOCIATION,
as Co-Documentation Agents

J.P. MORGAN SECURITIES INC.,
as Lead Arranger and Sole Bookrunner

[CS&M Ref. No. 6701781]

[INYCORP:3072687v11:4452W:07/11/--04:02 p]]
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CREDIT AGREEMENT dated as of July 11, 2008, amotg¥ BRANDS, INC., the LENDERS party
hereto, and JPMORGAN CHASE BANK, N.A., as Adminégive Agent.

The Borrower, each of the Lenders and the Admiiiste Agent hereby agree as follows:

ARTICLE |
Definitions

SECTION 1.01. Defined Terms. As used in this Agreement, the following termsénthe meanings specified
below:

“ABR ", when used in reference to any Loan or Borrownefers to whether such Loan, or the Loans comqgisuch
Borrowing, are bearing interest at a rate deterthimereference to the Alternate Base Rate.

“ Acquired Busines$ means any Person, property, business or asseiraddor, as applicable, proposed to be acquired)
by the Borrower or a Subsidiary pursuant to a PigechiAcquisition.

“ Act " has the meaning assigned to such term in Se6tibh

“ Adjusted EBITDA” means, for any period, the Consolidated EBITDAh# Borrower for such period, adjusted (a) to
include (to the extent not otherwise included)@unsolidated EBITDA of any Acquired Business acediduring such period (and,
solely for purposes of determining whether a prepascquisition is a Permitted Acquisition pursuantlause (d) of the definition of the
term Permitted Acquisition, any Acquired Busindssttat the time of calculation of Adjusted EBITD@ such purpose, has been
acquired subsequent to the end of such period aodtp such time as well as that proposed to lopiaed) pursuant to a Permitted
Acquisition and not subsequently sold, transfemedtherwise disposed of during such period (delgdor purposes of determining
whether a proposed acquisition is a Permitted Agition, subsequent to the end of such period aiod fur such time), based on the
actual Consolidated EBITDA of such Acquired Buss&s such period (including the portion theredfibtitable to such period prior to
the date of acquisition of such Acquired Businesg) (b) to exclude the Consolidated EBITDA of amjdBusiness sold, transferred ¢
otherwise disposed of during such period (and Jyséde purposes of determining whether a proposaglissition is a Permitted
Acquisition pursuant to clause (d) of the defimtiof the term Permitted Acquisition, any Sold Besig that, at the time of calculation of
Adjusted EBITDA for such purpose, has been sohdferred or otherwise disposed of subsequentterit of such period and prior to
such time), based on the actual Consolidated EBIBDguch Sold Business for such period (includimg portion thereof attributable to
such period prior to the date of sale, transfatigposition of such Sold Business). For purposeslculating Adjusted EBITDA for any
period, the portion of the Consolidated EBITDA ofygAcquired Business that is to be included
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in Adjusted EBITDA for such period that is attriabte to the period prior to the date of acquisittdsuch Acquired Business shall be
determined as though all net income of such AcguBesiness for such period was distributed to tiiddrs of the Equity Interests of
such Acquired Business ratably.

“ Adjusted LIBO Rate’ means, with respect to any LIBOR Borrowing foydnterest Period, an interest rate per annum
(rounded upwards, if necessary, to the next 1/X0®4 equal to the product of (a) the LIBO Ratedach Interest Period multiplied by
(b) the Statutory Reserve Rate.

“ Administrative Agenf’ means JPMorgan Chase Bank, N.A., in its capastpdministrative agent for the Lenders

hereunder.

“ Administrative Questionnairemeans an Administrative Questionnaire in a foupgied by the Administrative Agent.

“ Affiliate ” means, with respect to a specified Person, and&®beson that directly, or indirectly through omermre
intermediaries, Controls or is Controlled by oursler common Control with the Person specified.

“ Alternate Base Ratémeans, for any day, a rate per annum equal tgtéater of (a) the Prime Rate in effect on such
day and (b) the Federal Funds Effective Rate iactfhn such day plus ¥ of 1%. Any change in therAhte Base Rate due to a change
in the Prime Rate or the Federal Funds Effectivie Rhall be effective from and including the effeetdate of such change in the Prime
Rate or the Federal Funds Effective Rate, respslgtiv

“ Applicable Percentageémeans, with respect to any Lender, the percentégfee total Commitments or outstanding
Loans, as applicable, represented by such Len@ersmitment or outstanding Loans, as applicablehdfCommitments have
terminated or expired and all Loans have been depiae Applicable Percentage shall be determineddapon the Commitments most
recently in effect, or outstanding Loans at theetiof repayment, if applicable, giving effect to assignments.

“ Applicable Ratg’ means, for any day, with respect to any ABR LoahIBIOR Loan, as the case may be, the applic
rate per annum set forth below under the captioBR/ASpread” or “LIBOR Spread”, as the case may bajatermined in the manner set
forth below based upon the ratings by Moody’s aR® Sespectively, applicable on such date to thlieinDebt:
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LIBOR Spread ABR Spread
Category Index Debt Rating (basis points (basis points
1 A3/ A- 100.0 0
2 Baal / BBB+ 125.0 25.0
3 Baa2 / BBB 150.0 50.0
4 Baa3 / BBE- 175.0 75.0
5 Bal/ BB+ 225.0 125.0
6 < Bal/BB+ 250.0 150.0

For purposes of the foregoing, (i) if neither Motsdgor S&P shall have in effect a rating for theém Debt (other than
by reason of the circumstances referred to inabedentence of this paragraph), then the AppkcRllte shall be as set forth in Category
6; (ii) if Moody’s or S&P (but not both) shall haue effect a rating for the Index Debt, then thepiqable Rate shall be based on the
rating of the Index Debt by the applicable ratiggrcy; (iii) if both Moody’s and S&P have in effeetings for the Index Debt and the
ratings established by Moody’s and S&P for the inBebt shall fall within different Categories, tAgplicable Rate shall be based on
the Category numerically lower (i.e., more favoeatd the Borrower) of the two ratings unless ontheftwo ratings is two or more
Categories numerically lower (i.e., more favorabl¢he Borrower) than the other, in which caseAhgplicable Rate shall be determined
by reference to the Category one numerically higher, less favorable to the Borrower) than théeGary numerically lower (i.e., more
favorable to the Borrower) of the two ratings; 4wl if the ratings established by Moody’s or S& the Index Debt shall be changed
(other than as a result of a change in the ratystem of Moody’s or S&P) (or if either such ratiagency that has not been rating the
Index Debt establishes a rating therefor), sucimgbdor new rating) shall be effective as of theeda which it is first announced by the
applicable rating agency, irrespective of whena®tf such change (or new rating) shall have baarished by the Borrower to the
Administrative Agent and the Lenders pursuant tctiSe 5.01 or otherwise. Each change (or new giim the Applicable Rate shall
apply during the period commencing on the effectiate of such change (or new rating) and endinthemiate immediately preceding
the effective date of the next such changen@wrating). If Moody’s or S&P is rating the Index Oiednd its rating system shall change,
or if only one such rating agency is rating theein@®ebt and it shall cease to be in the businesatioig corporate debt obligations, the
Borrower and the Lenders shall negotiate in godtti fa amend this definition to reflect such chashgating system or the unavailability
of ratings from such rating agency and, pendingeffectiveness of any such amendment, the AppkcBalte shall be determined by
reference to the rating most recently in effecoptd such change or cessation.

“ Approved Fund' has the meaning assigned to such term in Se8tioh

“ Arranger” means J.P. Morgan Securities Inc., in its capaastarranger hereunder.

[INYCORP:3072687v11:4452W:07/11/--04:02 p]]




2

“ Assignment and Assumptidnmeans an assignment and assumption enteredyrdd_bnder and an assignee (with the
consent of any party whose consent is requireddayi®@ 9.04), and accepted by the Administrativeritgin the form of Exhibit A or
any other form approved by the Administrative Agent

“ Board” means the Board of Governors of the Federal Resgystem of the United States of America.
“ Borrower” means Yum! Brands, Inc., a North Carolina corpiora

“ Borrowing " means Loans of the same Type, made, convertedrdinued on the same date and, in the case of RIBO
Loans, as to which a single Interest Period idfiece

“ Borrowing Minimum” means US$10,000,000.

“ Borrowing Multiple” means US$1,000,000.

“ Borrowing Request means a request by the Borrower for a Borrowimgdcordance with Section 2.03.

“ Business Day means any day that is not a Saturday, Sundayher @lay on which commercial banks in New York
City are authorized or required by law to remawseld; providedhat, when used in connection with a LIBOR Loare, tdwrm “ Business
Day” shall also exclude any day on which banks areopei for dealings in deposits in U.S. Dollarshia London interbank market.

“ Capital Expenditures means, for any period, (a) the additions to propeplant and equipment and other capital
expenditures of the Borrower and its Included Siibsies that are (or would be) set forth in a cdidated statement of cash flows of the
Borrower for such period prepared in accordanch GBAP (except for the exclusion of Excluded Sulasids) and (b) Capital Lease
Obligations incurred by the Borrower and its In@ddSubsidiaries during such period; provided tbas@eration paid for Permitted
Acquisitions shall not be construed to constituéi@al Expenditures.

“ Capital Lease Obligatiorisof any Person means the obligations of such Peis@ay rent or other amounts under any
lease of (or other arrangement conveying the tiglise) real or personal property, or a combinati@neof, which obligations are
required to be classified and accounted for agadpases on a balance sheet of such Person GAdeP, and the amount of such
obligations shall be the capitalized amount thedstérmined in accordance with GAAP.

“ Change in Control means (a) the acquisition of ownership, directlyndirectly, beneficially or of record, by any
Person or group (within the meaning of the SeasgikExchange Act of 1934 and the rules of the Siéesiand Exchange Commission
thereunder as in effect on the date hereof), oftidpterests representing more than 30% of theeggge ordinary voting power
represented by the issued and outstanding Equiydsts of the Borrower; (b) occupation of a mayaof the seats
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(other than vacant seats) on the board of directiottse Borrower by Persons who were neither (inimated by the board of directors of
the Borrower nor (ii) appointed by directors so fmged; or (c) the acquisition of direct or indir€ontrol of the Borrower by any
Person or group.

“ Change in Law’ means (a) the adoption of any law, rule or regiolaafter the date of this Agreement, (b) any gean
in any law, rule or regulation or in the interptaina or application thereof by any Governmentallfarity after the date of this Agreem
or (¢) compliance by any Lender (or, for purposeSection 2.15(b), by any lending office of sucter or by such Lender’s holding
company, if any) with any request, guideline oediive (whether or not having the force of lawpgaly Governmental Authority made or
issued after the date of this Agreement that wbealdomplied with by similarly situated banks actirgsonably.

“ CLO " has the meaning assigned to such term in Se6tidh
“ Code” means the Internal Revenue Code of 1986, as aaakindm time to time.

“ Commitment” means, with respect to each Lender, the commitroesuch Lender to make Loans pursuant to Section
2.02, expressed as an amount representing the maxprincipal amount of Loans to be made by suchdeehereunder, as such
commitment may be reduced or increased from tim@rte pursuant to assignments by or to such Lepdesuant to Section 9.04. The
initial amount of each Lender’'s Commitment is stlf on Schedule 2.01, or in the Assignment andusgdion pursuant to which such
Lender shall have assumed its Commitment, as tbemay be. The aggregate amount of the Commitrasri$ the Effective Date is
US$375,000,000.

“ Consolidated EBITDA' means, for any Person for any period, Consolidaietdncome of such Person for such per
plus, without duplication and to the extent dedddtem revenues in determining such ConsolidatediiNeome, the sum of (a) the
aggregate amount of Consolidated Interest Expeinsech Person for such period, (b) the aggregatauatrof income tax expense of
such Person for such period, (c) all amounts aitizible to depreciation and amortization of sucts&efor such period, (d) all non-cash
charges and non-cash losses of such Person dughgoeriod and (e) all losses from the sale oftasaéside the ordinary course of
business of such Person during such period andsmwithout duplication and to the extent addedei@nues in determining such
Consolidated Net Income for such period, all géiom the sale of assets outside the ordinary coafrbeisiness of such Person during
such period, all as determined on a consolidatsi véith respect to such Person and its subsidiariaccordance with GAAP (except,
in the case of the Borrower, for the exclusion »flEded Subsidiaries). Unless the context otherwasgjuires, references to
“Consolidated EBITDA” are to Consolidated EBITDA thie Borrower and the Included Subsidiaries.
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“ Consolidated EBITDAR means, for any Person for any period, the su@aisolidated EBITDA of such Person for
such period and Rental Expense of such Persomébrgeriod. Unless the context otherwise requieferences to “Consolidated
EBITDAR” are to Consolidated EBITDAR of the Borromand the Included Subsidiaries.

“ Consolidated Indebtedne$sneans, as of any date of determination, withauglidation (a) the aggregate principal
amount of Indebtedness of the Borrower and theuttedd Subsidiaries outstanding as of such dateu@litey) Indebtedness of Excluded
Subsidiaries to the extent Guaranteed by the Bara@wany Included Subsidiary), plus (b) the Sdmation Amount as of such date,
minus (c) the aggregate amount of cash and Pedhiitteestments (other than any cash and Permittesstments that are subject to a
Lien) owned by the Borrower and the Included Subsigs as of such date, determined on a consotldadsis in accordance with GAAP
(except for the exclusion of Excluded Subsidiariegdvidedthat, for purposes of this definition, the termdébtedness” shall exclude
obligations as an account party in respect ofrieié credit to the extent that such letters oflitrbave not been drawn upon.

“ Consolidated Interest Expenseneans, for any Person for any period, the intezgpense, both expensed and
capitalized (including the interest component ispext of Capital Lease Obligations), accrued ad pgisuch Person during such period,
determined on a consolidated basis with respesich Person and its Subsidiaries in accordanceGWAP (except, in the case of the
Borrower, for the exclusion of Excluded Subsidig)jgrovided that interest expense of an Excluddss@liary shall be deemed to be
interest expense of the Borrower to the extent suienest expense relates to Indebtedness to thateRuaranteed by the Borrower or
Included Subsidiary. Unless the context otherwésgiires, references to “Consolidated Interest Bgpeare to Consolidated Interest
Expense of the Borrower and the Included Subsekari

“ Consolidated Net Incomemeans, for any Person for any period, net incomiess of such Person for such period
determined on a consolidated basis with respesii¢h Person and its subsidiaries in accordanceGWAP; provided that, in the case of
the Borrower, there shall be excluded (a) the ineafrany Person (other than a Foreign Subsidiarywhich any other Person (other tl
the Borrower or any Domestic Subsidiary or anyaoeholding qualifying shares in compliance wifipcable law) has a joint interest,
except to the extent of the Attributable IncomedeBned below) of such Person, (b) the incomengfixcluded Subsidiary, except to
the extent of the amount of dividends or otherritigtions (including distributions made as a retafrcapital or repayment of principal
advances) actually paid to the Borrower or anyudet Subsidiaries by such Excluded Subsidiary dwirch period and (c) the income
(or loss) of any Person accrued prior to the dateéomes a Subsidiary or is merged into or codatd#d with the Borrower or any of the
Subsidiaries or the date such Person’s assetequéed by the Borrower or any of the Subsidiarigaless the context otherwise
requires, references to “Consolidated Net Inconmme’ta Consolidated Net Income of the Borrower dralhcluded Subsidiaries. For
purposes hereof, “Attributable Income” means, foy period, (i) in the case of any Domestic Subsidia
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at least 90% of the Equity Interests in which amaed (directly or indirectly) by the Borrower, arfion of the net income of such
Subsidiary for such period equal to the Borroweitect or indirect ownership percentage of the Bguiterests of such Subsidiary or
(i) in the case of any Domestic Subsidiary less1tB0% of the Equity Interests in which are owrdite€tly or indirectly) by the
Borrower, the amount of dividends or other disttibns (including distributions made as a returraybital or repayment of principal of
advances) actually paid by such Subsidiary to tiedver or a wholly owned Domestic Subsidiary.

“ Consolidated Net Tangible Assétmeans, with respect to the Borrower as of ang die total amount of assets (less
applicable valuation allowances) after deductinga{bcurrent liabilities (excluding (i) the amouait liabilities which are by their terms
extendable or renewable at the option of the obliga date more than 12 months after the daté whioh the amount is being
determined, (ii) the current portion of long-termiébtedness and (iii) Loans outstanding hereurathet)b) all goodwill, tradenames,
trademarks, patents, unamortized debt discouneapense and other like intangible assets, all @f®gh on the most recent balance
sheet of the Borrower and its consolidated Subsatiancluded in financial statements of the Boreowelivered to the Administrative
Agent on or prior to such date of determinationspant to clause (a) or (b) of Section 5.01 andrdeéited on a consolidated basis in
accordance with GAAP.

“ Control " means the possession, directly or indirectlythef power to direct or cause the direction of ttemagement or
policies of a Person, whether through the abibtgxtercise voting power, by contract or otherwis€ontrolling” and “ Controlled’
have meanings correlative thereto.

“ Default” means any event or condition which constituteg&aant of Default or which upon notice, lapse afdior
both would, unless cured or waived, become an EvfeDefault.

“ Disclosed Matter$ means the actions, suits and proceedings andrthiconmental matters disclosed in Schedule 3.06.

“ Domestic Subsidiary means a Subsidiary that is not a Foreign Subsidia

“ Effective Date” means the date on which the conditions specifie8ection 4.01 are satisfied (or waived in accooga
with Section 9.02).

“ Environmental Laws means all laws, rules, regulations, codes, omtiea, orders, decrees, judgments, injunctions or
binding agreements issued, promulgated or entatedy or with any Governmental Authority, relatimgany way to the environment,
preservation or reclamation of natural resourdespresence, management, Release or threatenes®efeany Hazardous Material or
to health and safety matters.
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“ Environmental Liability” means any liability, contingent or otherwise (urding any liability for damages, costs of
environmental compliance, investigation or remeédigtfines, penalties or indemnities), of the Baven or any Subsidiary directly or
indirectly resulting from or based upon (a) viatatiof any Environmental Law, (b) the generatiore, isndling, transportation, storage,
treatment or disposal of any Hazardous MateriajsgXposure to any Hazardous Materials, (d) thegree, Release or threatened
Release of any Hazardous Materials or (e) any aohtagreement or other consensual arrangementgnir® which liability is assumed
or imposed with respect to any of the foregoing.

“ Equity Interests’ means shares of capital stock, partnership isteyenembership interests in a limited liability
company, beneficial interests in a trust or otliprity ownership interests in a Person, and anyamsy options or other rights entitling
the holder thereof to purchase or acquire any sqcliity interests.

“ Equity Payment means any dividend or other distribution (whetimecash, securities or other property) with respe
any Equity Interests in the Borrower or any Sulagigior any payment (whether in cash, securitiestlogr property), including any
sinking fund or similar deposit, on account of thechase, redemption, retirement, acquisition, egtoon or termination of any such
Equity Interests in the Borrower or any option, saat or other right to acquire any such Equity lests in the Borrower.

“ ERISA " means the Employee Retirement Income Securityohd974, as amended from time to time.

“ ERISA Affiliate " means any trade or business (whether or not purated) that, together with the Borrower, is teeat
as a single employer under Section 414 of the Code.

“ ERISA Event” means (a) any “reportable event”, as definedant®n 4043 of ERISA or the regulations issued
thereunder with respect to a Plan (other than antder which the 30-day notice period is waive);the existence with respect to any
Plan of an “accumulated funding deficiency” (asiled in Section 412 of the Code or Section 302RFIFA), whether or not waived;
and, on and after the effectiveness of the Pemsibnany failure by any Plan to satisfy the miniméunding standards (within the
meaning of Section 412 of the Code or Section 3ERISA) applicable to such Plan, whether or noivwed; (c) the filing pursuant to,
prior to the effectiveness of the applicable primvis of the Pension Act, Section 412(d) of the Cod8ection 303(d) of ERISA or, on
and after the effectiveness of the applicable iows of the Pension Act, Section 412(c) of thee&CadSection 302(c) of ERISA, of an
application for a waiver of the minimum fundingrstard with respect to any Plan; (d) the incurrdmcéhe Borrower or any of its
ERISA Affiliates of any liability under Title IV oERISA with respect to the termination of any Pl@);the receipt by the Borrower or
any ERISA Affiliate from the PBGC or a plan admingdor of any notice relating to an intention tontienate any Plan or Plans or to
appoint a trustee to administer any Plan; (f) twairence by the Borrower or any of its ERISA A#fies of any liability with respect to
the withdrawal or partial withdrawal from any Plan
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or Multiemployer Plan; or (g) the receipt by therBaver or any ERISA Affiliate of any notice, or theceipt by any Multiemployer Plan
from the Borrower or any ERISA Affiliate of any ma#, concerning the imposition of Withdrawal Liatyilor a determination that a
Multiemployer Plan is, or is expected to be, ingolvor in reorganization, within the meaning oldiV of ERISA.

“ Event of Default’ has the meaning assigned to such term in Arlidle

“ Excluded Subsidiary means (a) a Foreign Subsidiary of which secwgitieother ownership interests representing less
than 80% of the outstanding capital stock or odwgiity interests, as the case may be, are, aintieeainy determination is being made,
beneficially owned, whether directly or indirecthy the Borrower or (b) a Non-Controlled Subsidiary

“ Excluded Taxe$ means, with respect to the Administrative Ageny, bander, or any other recipient of any paymel
be made by or on account of any obligation of tber®@ver hereunder, (a) income or franchise taxgmsad on (or measured by) its net
income by the United States of America, or by tirésgiction under the laws of which such recipisnbtrganized or in which its princip
office is located or, in the case of any Lenderyhich its applicable lending office is located) émy branch profits taxes imposed by the
United States of America or any similar tax impobgdany other jurisdiction in which the recipieastiocated and (c) in the case of a
Foreign Lender (other than an assignee pursuantequest by the Borrower under Section 2.19(In)) veithholding tax that is imposed
by the United States of America on amounts payabseich Foreign Lender at the time such Foreigrdeebecomes a party to this
Agreement (or designates a new lending offices@tiributable to such Lender’s failure to complyhwBection 2.17(e), except to the
extent that such Lender (or its assignor, if ang®wntitled, at the time of designation of a nevdieg office (or assignment), to receive
additional amounts from the Borrower with respecsiich withholding tax pursuant to Section 2.17(a).

“ Federal Funds Effective Rataneans, for any day, the weighted average (roungbechrds, if necessary, to the next
1/100 of 1%) of the rates on overnight Federal futndnsactions with members of the Federal Resgystem arranged by Federal funds
brokers, as published on the next succeeding BssiDay by the Federal Reserve Bank of New Yorkif sych rate is not so published
for any day that is a Business Day, the averagenffed upwards, if necessary, to the next 1/10®@fdf the quotations for such day for
such transactions received by the Administrativem{drom three Federal funds brokers of recognstadding selected by it.

“ Financial Officer” means the chief financial officer, principal accting officer, treasurer or controller of the Borrew

“ Fixed Charge Coverage Ratianeans, for any period, the ratio of (i) ConsolathEBITDAR of the Borrower for such
period minus Capital Expenditures for such perm(ij the sum of Consolidated Interest ExpensthefBorrower for such period plus
Rental Expense of the Borrower for such period.
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“ Foreign Lendef’ means any Lender that is organized under the ldaguwisdiction other than the jurisdiction in whi
the Borrower is organized. For purposes of thismd&n, the United States of America, each Stagreof and the District of Columbia
shall be deemed to constitute a single jurisdiction

“ Foreign Subsidiary means a Subsidiary organized under the lawsjofigdiction other than the United States of
America, any State thereof or the District of Cohian

“ GAAP " means generally accepted accounting principleébénUnited States of America.

“ Governmental Authority means the government of the United States of Agaeany other nation or any political
subdivision thereof, whether state or local, anglaency, authority, instrumentality, regulatonydipocourt, central bank or other entity
exercising executive, legislative, judicial, taxjmggulatory or administrative powers or functiefi®r pertaining to government.

“ Guarante€ of or by any Person (the * guarantdmeans any obligation, contingent or otherwidethe guarantor
guaranteeing or having the economic effect of guaking any Indebtedness or other obligation of@hgr Person (the “ primary
obligor™) in any manner, whether directly or indirectindaincluding any obligation of the guarantor, direcindirect, (a) to purchase or
pay (or advance or supply funds for the purchaggmgment of) such Indebtedness or other obligairaio purchase (or to advance or
supply funds for the purchase of) any securitytlierpayment thereof, (b) to purchase or lease prgsecurities or services for the
purpose of assuring the owner of such Indebtedmresther obligation of the payment thereof, (cjrtaintain working capital, equity
capital or any other financial statement conditioiquidity of the primary obligor so as to enalie primary obligor to pay such
Indebtedness or other obligation or (d) as an atdgparty in respect of any letter of credit oréetbf guaranty issued to support such
Indebtedness or obligation; providésht the term Guarantee shall not include endorefer collection or deposit in the ordinary
course of business.

“ Guarantee Agreemefitmeans the Guarantee Agreement substantially ifothe of Exhibit B among the Borrower, ti
Guarantors and the Administrative Agent.

“ Guarantors’ means the Initial Guarantors and any other Sudsas that become parties to the Guarantee Agneeme

“ Hazardous Materialsmeans all explosive or radioactive substancesastes and all hazardous or toxic substances,
wastes or other pollutants, including petroleunpetroleum distillates or byproducts, asbestos best®s-containing materials,
polychlorinated biphenyls, radon gas, infectiousn@dical wastes and all other substances or waktesy nature regulated pursuant to
any Environmental Law.

“ Hedging Agreement means any interest rate protection agreemergjdgorcurrency exchange agreement or other
interest or currency exchange rate hedging arraagem
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“ Included Subsidiary means any Subsidiary that is not an Excluded @idy.

“ Indebtedness of any Person means, without duplication, (a)dlligations of such Person for borrowed money itin w
respect to deposits or advances of any kind, (lmbdigations of such Person evidenced by bondsedeires, notes or similar
instruments, (c) all obligations of such Personruptiich interest charges are customarily paida(dybligations of such Person under
conditional sale or other title retention agreeraeatating to property acquired by such Persoral{@bligations of such Person in
respect of the deferred purchase price of progargervices (excluding current accounts payablerned in the ordinary course of
business), (f) all Indebtedness of others secuygafor which the holder of such Indebtednessdraexisting right, contingent or
otherwise, to be secured by) any Lien on propentyen or acquired by such Person, whether or ndinithebtedness secured thereby has
been assumed, (g) all Guarantees by such Persansténding Indebtedness of others (other thandBtegs of contingent lease
payments related to sales of restaurants by theo®er and the Subsidiaries or their predecessdrgénest (howsoever effected)), (h)
Capital Lease Obligations of such Person, (i) bligations, contingent or otherwise, of such Pe@®@an account party in respect of
letters of credit and letters of guaranty and I{jpbligations, contingent or otherwise, of suchidéa in respect of bankers’
acceptances. The Indebtedness of any Persorirgtiatle the Indebtedness of any other entity (idicig any partnership in which such
Person is a general partner) to the extent sucdoRés liable therefor as a result of such Persowtsership interest in or other
relationship with such entity, except to the extéetterms of such Indebtedness provide that secsoR is not liable therefor.

“ Indemnified Taxe$S means Taxes other than Excluded Taxes.

“ Index Debt” means (a) indebtedness in respect of the obtigatof the Borrower under this Agreement or, iftsuc
indebtedness is rated by neither Moody’s nor S&Ent(b) senior unsecured, long-term indebtednedsoiwowed money of the
Borrower that is not guaranteed by any other Pess@ubject to any other credit enhancement (régssf whether there is any such
indebtedness outstanding).

“ Information Memoranduni means the Confidential Information Memorandumedialune 2008 relating to the
Borrower and the Transactions.

“ Initial Guarantors’ means the Subsidiaries listed on Schedule A.

“ Interest Election Requesimeans a request by the Borrower to convert otinoa a Borrowing in accordance with
Section 2.08.

“ Interest Payment Datemeans (a) with respect to any ABR Loan, the tist of each March, June, September and
December, and (b) with respect to any LIBOR Loaas,last day of the Interest Period applicable éoBbrrowing of which such Loan is
a part and, in the case of a LIBOR Borrowing withliaterest Period of more than
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three months’ duration, each day prior to the dast of such Interest Period that occurs at intsreéthree monthgduration after the firs
day of such Interest Period.

“ Interest Period means, with respect to any LIBOR Borrowing, tlezipd commencing on the date of such Borrowing
and ending on the numerically corresponding dahéncalendar month that is one, two, three or gixtims (or with the consent of each
Lender participating in such Borrowing, nine or lveemonths)thereafter, as the Borrower may elaayigedthat (a) if any Interest
Period would end on a day other than a Business 2 Interest Period shall be extended to thesuweceeding Business Day unless
such next succeeding Business Day would fall iminet calendar month, in which case such Interesb® shall end on the next
preceding Business Day and (b) any Interest Péhiadcommences on the last Business Day of a catendnth (or on a day for which
there is no numerically corresponding day in tts¢ ¢alendar month of such Interest Period) shal@nthe last Business Day of the last
calendar month of such Interest Period. For puaptereof, the date of a Borrowing initially shadlthe date on which such Borrowing
is made and thereafter shall be the effective diatiee most recent conversion or continuation @hsBorrowing.

“ Lenders” means the Persons listed on Schedule 2.01 andthry Person that shall have become a party hereto
pursuant to an Assignment and Assumption, other &my such Person that ceases to be a party hmnetoant to an Assignment and
Assumption.

“ Leverage Ratid means, on any date, the ratio of (a) Consolidaiddbtedness as of such date to (b) Adjusted EBI
for the period of four consecutive fiscal quartefrshe Borrower ended on such date (or, if suck dahot the last day of a fiscal quarter,
ended on the last day of the fiscal quarter oBberower most recently ended prior to such date).

“ LIBO Rate” means, with respect to any LIBOR Borrowing foydnterest Period, (a) the applicable Screen Rafb)o
if no Screen Rate is available for such Interesiodethe arithmetic mean (rounded up to four dediptaces) of the rates quoted by the
Reference Banks to leading banks in the Londombatek market for the offering of deposits in U.SllBrs and for a period comparable
to such Interest Period, in each case as of theifgggeTime on the Quotation Day.

“LIBOR ", when used in reference to any Loan or Borrownefers to whether such Loan or Borrowing, or tioamhs
comprising such Borrowing, are bearing interest eite determined by reference to the Adjusted LH@e.

“ Lien " means, with respect to any asset, (a) any moetgaeed of trust, lien, pledge, hypothecation, erirance,
charge or security interest in, on or of such agbgthe interest of a vendor or a lessor undgrcamditional sale agreement, capital lease
or title retention agreement (or any financing éehaving substantially the same economic effeangsof the foregoing) relating to such
asset and (c) in the case of securities, any psecbption, call or similar right of a third parptiier than any such rights of a financial
institution under repurchase agreements describethiise (d) of the
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definition of “Permitted Investments” entered imtih such financial institution) with respect tocbusecurities.

“ Lien Basket Amount means, at any time, the sum of (a) the SecutiimaAmount at such time, plus (b) the aggregate
principal amount of obligations (including contimg@bligations, in the case of Guarantees or ktécredit) at such time secured by
Liens permitted under clause (h) of Section 6.025 fc) the fair market value of all property soldiransferred after the Revolving
Agreement Closing Date pursuant to Sale and Leas#-Bransactions permitted by clause (b) of Sedidd.

“Loan” means any loan made by a Lender to the Borrowesyant to this Agreement.

“ Loan Document$ means this Agreement, the Guarantee Agreemenaangromissory notes issued pursuant to
Section 2.10(e).

“ Loan Parties means the Borrower and the Guarantors.
“Local Time” means New York City time.
“ Material Adverse Effect means a material adverse effect on (a) the basjrassets, operations or condition, financial

or otherwise, of the Borrower and the Subsidiataéen as a whole, (b) the ability of the Borroweperform any of its obligations under
any Loan Document or (c) the rights and remediedlable to the Lenders under any Loan Document.

“ Material Indebtednessmeans Indebtedness (other than (a) the Loangtgriddebtedness owing to the Borrower or a
Subsidiary), or obligations in respect of one orendedging Agreements, of any one or more of thed®eer and its Subsidiaries in an
aggregate principal amount exceeding $100,000,6@0.purposes of determining Material Indebtedntbes; principal amount” of the
obligations of the Borrower or any Subsidiary ispect of any Hedging Agreement at any time shathbemaximum aggregate amount
(giving effect to any netting agreements) thatBloerower or such Subsidiary would be required tp ipauch Hedging Agreement were
terminated at such time.

“ Maturity Date” means July 11, 2011.
“ Moody’s” means Moody’s Investors Service, Inc.

“ Multiemployer Plan’ means a multiemployer plan as defined in Secfiodl(a)(3) of ERISA.

“ Non-Controlled Subsidiary means any direct or indirect subsidiary of the Baer with respect to which the Borrov
(a) has reasonably determined that it does not safficient operational control over such subsigliar ensure that such subsidiary
(i) complies with the warranties and covenantsiapple to other Subsidiaries
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hereunder or (ii) does not take or omit to take actyons that would constitute or lead to an Evdidefault hereunder and (b) has
notified the Administrative Agent in writing thatich subsidiary is a “Non-Controlled Subsidiary” éiemder and such notice specifies, in
reasonable detail, the reasons for such a detetioninas described in clause (a) above; provitied (A) no Guarantor or Principal
Domestic Subsidiary shall be a Non-Controlled Sdibsy, (B) no subsidiary of which securities ore@tlownership interests representing
more than 80% of the outstanding Equity Interestha@time any determination is being made, bersjfcowned, whether directly or
indirectly, by the Borrower shall be a Non-ContedllSubsidiary and (C) as of any date of deternonathe Consolidated EBITDAR,
calculated for the period of four consecutive figpaarters most recently ended of all Non-ContBbsidiaries (combined) shall not
exceed 7.5% of the Borrower’s Consolidated EBITDRsuch period, in each case determined as ththeyhNon-Controlled
Subsidiaries were Included Subsidiaries for thippse.

“ Other Taxes means any and all present or future stamp or ehecuary taxes or any other excise or property taxes
charges or similar levies arising from any paymmate hereunder or from the execution, deliverynéoreement of, or otherwise with
respect to, this Agreement.

“ Participant” has the meaning set forth in Section 9.04.

“ PBGC" means the Pension Benefit Guaranty Corporatifermed to and defined in ERISA and any successtityen
performing similar functions.

“ Pension Act’ means the Pension Protection Act of 2006, as ae@from time to time.

“ Permitted Acquisitiorf means the acquisition by the Borrower or a Subsydof the assets of a Person constituting a
business unit or any Equity Interests of a Perpooyided that (a) immediately after giving effeloeteto no Default shall have occurred
and be continuing or would result therefrom, (b}Yrainsactions related thereto shall be consummiatadcordance with applicable laws,
except where the failure to do so, individuallyirothe aggregate, would not reasonably be expéaotezsult in a Material Adverse Effe
(c) in the case of an acquisition of Equity Intéseén a Person, after giving effect to such acdjoisj at least 90% of the Equity Interests
in such Person, and any other Subsidiary resuitorg such acquisition, shall be owned directlyratiiectly by the Borrower or any of
its wholly owned Subsidiaries and all actions reegito be taken, if any, with respect to each Slisi resulting from such acquisition
under Section 5.09 shall be taken, (d) the Borraametits Subsidiaries are in compliance, on a pnmé basis after giving effect to such
acquisition, with the covenants contained in Sesti6.09 and 6.10 recomputed as of the last dayeafiost recently ended fiscal quarter
of the Borrower for which financial statements available as if such acquisition had occurred efitist day of each relevant period for
testing such compliance (using Adjusted EBITDAiaulof Consolidated EBITDA for the relevant peremd including, for purposes of
Section 6.10, pro forma adjustments to Consolidatttest Expense and Rental Expense for the nefgpexiod as if such acquisition f
occurred on the first day of such period), (e)Bloerower has delivered
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to the Administrative Agent a certificate of a Fial Officer to the effect set forth in clausey (&) and (d) above, together with all
relevant financial information for the businessatity being acquired and (f) in the case of aruéition of a publicly-owned entity,
such acquisition shall not have been preceded mnaalicited tender offer.

“ Permitted Encumbrancésneans:

(a) Liens imposed by law for taxes that are notdyeg or are being contested in compliance withiGe&.04;

(b) carriers’, warehousemen’s, mechanics’, mateeal's, repairmers and other like Liens imposed by law, arisinghie
ordinary course of business and securing obligatibat are not overdue by more than 30 days dveirg contested in compliance with
Section 5.04;

(c) pledges and deposits made in the ordinary ecafrbusiness in compliance with workers’ compéansat
unemployment insurance and other social securnitg lar regulations;

(d) deposits to secure the performance of biddetentracts, leases, statutory obligations, sunetyappeal bonds,
performance bonds and other obligations of a |ékire, in each case in the ordinary course of legsin

(e) judgment liens in respect of judgments thahdbconstitute an Event of Default under clausef(yection 7.01; and
(f) easements, zoning restrictions, rights-of-wagt aimilar encumbrances on real property imposeldwyor arising in
the ordinary course of business that do not semyenonetary obligations and do not materially afegttfrom the value of the affected
property or interfere with the ordinary conductboiness of the Borrower or any Subsidiary;
providedthat the term “Permitted Encumbrances” shall noluide any Lien securing Indebtedness.

“ Permitted Investmentsmeans:

(a) direct obligations of, or obligations on whitte principal of and interest are unconditionalliaanteed by, the
United States of America (or by any agency thetedlfie extent such obligations are backed by thédith and credit of the United
States of America), in each case maturing withiedtyears from the date of acquisition thereof;

(b) investments in commercial paper maturing witki® days from the date of acquisition thereof imted, at such date
of acquisition, at least A-1 by S&P or P-1 by Moty
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(c) investments in certificates of deposit, bankeicceptances and time deposits maturing withindb88 from the date
of acquisition thereof issued or guaranteed bylaceud with, and money market deposit accounts issueffered by, any domestic offi
of any Lender, any Affiliate of any Lender, or asthher commercial bank organized under the lawb@linited States of America or &
State thereof (or domestic office of any commeroaik that is organized under the laws of any aguhat is a member of the OECD)
which has a combined capital and surplus and udedprofits of not less than US$500,000,000;

(d) fully collateralized repurchase agreementsviiin a term ending on the next Business Day faeatiobligations of, or
obligations the principal of and interest on whégk unconditionally guaranteed by, the United StateAmerica (or by any agency
thereof to the extent such obligations are backeithd full faith and credit of the United SatesAafierica) and entered into with a
financial institution satisfying the criteria detberd in clause (c) above, or (ii) with a term of nwre than 30 days for securities
described in clause (a) above and entered intoadhancial institution satisfying the criteriasteibed in clause (c) above;

(e) investments in money market funds (i) with #igydato invest substantially all their assets irear more investments
described in the foregoing items (a), (b), (c) éiidor (ii) having the highest credit rating obtaite from S&P or from Moody'’s;

(f) investments in (i) any debt securities rated-Af above by S&P and Aa3 or above by Moody’s amdiuning within
one year from the date of acquisition thereof ananutual funds with assets of at least US$5,000,000 and that invest 100% of their
assets in securities described in clause (a) atmosebclause (i) of this clause (f); and

(g9) in the case of any Foreign Subsidiary, invesiiméy such Subsidiary that are denominated in Ddars, Euros or
the currency of the jurisdiction where such Foresgisidiary’s principal business activities aredigrted and are available in the
principal financial markets of the jurisdiction aatherwise are comparable (as nearly as practictbtbe investments described above;
providedthat, for purposes of this clause (g), (i) the fmieg clause (a) shall be deemed to refer to ofitiga of, or obligations the
principal of and interest on which are unconditibnguaranteed by, the government of the jurisdittin which such Foreign Subsidiary
is located, in each case maturing within one yeanfthe date of acquisition thereof, and (ii) comeiad banks referred to in the
foregoing clause (c) shall be deemed to includeraernial banks located in the applicable jurisdittibat the applicable Foreign
Subsidiary determines in good faith to be amongnibst creditworthy banks available for depositthimlocation where such deposits
being made.

“ Permitted Securitization Transactibmeans any sale, assignment or other transfesgioes of related sales,
assignments or other transfers) by the BorrowengrSubsidiary of receivables or royalty paymemisg to the Borrower or such
Subsidiary or any interest in any of the foreggdgsuant to a securitization transaction,
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together in each case with any collections andrqiteceeds thereof, any collection or deposit anteoeiated thereto, and any collateral,
guarantees or other property or claims supportirgeouring payment by the obligor thereon of, beowise related to, any such
receivables or royalty payments.

“ Person” means any natural person, corporation, limite@ility company, trust, joint venture, associatioampany,
partnership, Governmental Authority or other entity

“ Plan” means any employee pension benefit plan (other thMultiemployer Plan) subject to the provisionJitle IV
of ERISA or Section 412 of the Code or Section 80ERISA, and in respect of which the Borrower ny £RISA Affiliate is (or, if
such plan were terminated, would under ERISA bendekto be) an “employer” as defined in Section 3fFRISA.

“ Prime Raté’ means the rate of interest per annum publicly anoed from time to time by JPMorgan Chase Bank,
as its prime rate in effect at its principal officeNew York City; each change in the Prime Ratalldbe effective from and including the
date such change is publicly announced as beirgtefé.

“ Principal Domestic Subsidiafymeans (a) any Subsidiary organized in the Un8tates of America whose
consolidated assets exceed 5% of the consolidatsdsaof the Borrower and its consolidated Subéédiar whose revenues exceed 5%
of the consolidated revenues of the Borrower amdadnsolidated Subsidiaries, in each case as @ntief the most recent fiscal quarter
or for the most recently ended four consecutiveafigiuarters, respectively, or (b) any Subsidihat holds any material trademark
(including any Kentucky Fried Chicken, KFC, PizzatHA&W, Long John Silver’'s or Taco Bell trademafk) use in the United States
of America or any jurisdiction therein.

“ Quotation Day’ means, for any Interest Period, two Business Omigs to the first day of such Interest Period.

“ Reference Bank%means, with respect to the LIBO Rate, the priatippndon offices of JPMorgan Chase Bank, N.A.,
or such other banks as may be appointed by the iigdirative Agent in consultation with the Borrower.

“ Refranchising Transactiohmeans a transaction in which the Borrower or ahigs Subsidiaries sells, transfers, leases
or otherwise disposes of assets (excluding the salesfer or disposition of intellectual propemxcept for licenses of intellectual
property to franchisees or prospective franchisees)jprising one or more restaurants to the framehis prospective franchisee thereof.

“ Register” has the meaning set forth in Section 9.04.

“ Related Parties means, with respect to any specified Person, Slsrhon’s Affiliates and the respective directors,
officers, employees, agents and advisors of suckpRend such Person’s Affiliates.
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“ Release’ means any spilling, leaking, pumping, pouring,iting, emptying, discharging, injecting, escapiteaching,
dumping, disposing or migrating into or through &mvironment or any facility, building or structure

“ Rental Expensé means, for any Person for any period, the minintental expense of such Person deducted in
determining Consolidated Net Income of such Pefspauch period. Unless the context otherwise iregureferences to “Rental
Expense” are to Rental Expense of the Borrowerth@dncluded Subsidiaries.

“ Required Lender$ means, at any time, Lenders having outstandiranisgor prior to the making of Loans hereunder,
Commitments) representing more than 50% of the slutine aggregate principal amount of the outstaptimans (or prior to the making
of Loans hereunder, the aggregate Commitmentsjcat time.

“ Revolving Agreement Closing Dataneans the “Effective Date” under and as defimethe Amended and Restated
Credit Agreement, dated November 29, 2007, amoadtrrower, certain Subsidiaries of the Borrowee, lenders party thereto and
JPMorgan Chase Bank, N.A., as administrative agent.

“ S&P " means Standard & Poor’s.

“ Sale and LeasBack Transactiofi has the meaning assigned to such term in Se6tibh

“ Screen Raté means, for any Interest Period, the British Bask&ssociation Interest Settlement Rate for U.Sldb®
and such Interest Period as set forth on the “LIBORscreen of the Reuters Service (and if such ggeplaced or such service ceases
to be available, another page or service displaghiegappropriate rate designated by the Adminiggaigent after consultation with the
Borrower).

“ Securitization Amount means, at any date of determination thereof armréspect of any Permitted Securitization
Transaction, (a) in the case of a Permitted Sezatibn Transaction structured as a borrowing ahksecured by receivables or royalty
payments, the outstanding principal amount of Iheldfess incurred in respect of such Permitted &zation Transaction that is
secured by such receivables or royalty paymentgl@nd the case of a Permitted Securitization Seation structured as a sale or other
transfer of receivables or royalty payments (othan a sale or transfer of such receivables ortsopayments to a Subsidiary), the
aggregate amount of cash consideration receivedeéborrower or any of its Subsidiaries from suale ©r transfer, but only to the
extent representing the outstanding equivalentiatipal, capital or comparable interests in respésuch receivables or royalty
payments that remain uncollected at such time anddwot be distributed to the Borrower or a Sulasidif such Permitted
Securitization Transactions were to be terminatexieh time.

“ Securitization Subsidiarymeans any Subsidiary that is formed by the Boswowr any of its Subsidiaries for the sole
purpose of effecting or facilitating a Permittecc@etization Transaction and that (a) owns no asatter than receivables,
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royalty payments and other assets that are refatedch Permitted Securitization Transaction ana(figages in no business and incurs
no Indebtedness, in each case, other than thageddb such Permitted Securitization Transaction.

“ Sold Busines$ means any Person, property, business or asskttemhsferred or otherwise disposed of by the
Borrower or any Subsidiary, other than in the oadyncourse of business.

“ Specified Time’ means 11:00 a.m., London time.

“ Statutory Reserve Rataneans a fraction (expressed as a decimal), theerator of which is the number one and the
denominator of which is the number one minus thgregpte of the maximum reserve percentages (imgually marginal, special,
emergency or supplemental reserves) expressedexsraal established by the Board to which the Adsiiative Agent is subject for
eurocurrency funding (currently referred to as ‘@unrrency Liabilities” in Regulation D of the BodrdSuch reserve percentages shall
include those imposed pursuant to such RegulatiohIBOR Loans shall be deemed to constitute eurecey funding and to be subijt
to such reserve requirements without benefit afredit for proration, exemptions or offsets thatyrha available from time to time to
any Lender under such Regulation D or any companagulation. The Statutory Reserve Rate shadldpgsted automatically on and as
of the effective date of any change in any respereentage.

“ subsidiary” means, with respect to any Person (the “ pabeat any date, any corporation, limited liabilipmpany,
partnership, association or other entity the actoahwhich would be consolidated with those of plagent in the parent’s consolidated
financial statements if such financial statemergsanprepared in accordance with GAAP as of sudh, datwell as any other corporati
limited liability company, partnership, associatimnother entity of which securities or other owstep interests representing more than
50% of the equity or more than 50% of the ordinasiing power or, in the case of a partnership, ntiba@ 50% of the general
partnership interests are, as of such date, ovawedrolled or held by the parent or one or moresgliries of the parent or by the parent
and one or more subsidiaries of the parent.

“ Subsidiary” means any subsidiary of the Borrower; provideat except for purposes of Sections 3.04, 3.111,(5),
5.01(b) and 5.01(f), the term “Subsidiary” shalt imclude a Non-Controlled Subsidiary.

“ System Unit” means any restaurant operated under the namei&gnEried Chicken, KFC, Pizza Hut, Taco Bell,
A&W, Long John Silver’'s or any other brand thaa@juired and operated by the Borrower or a Subygidiafranchised or licensed by
the Borrower or a Subsidiary to any of its franelis or licensees.

“ Taxes” means any and all present or future taxes, leumgosts, duties, deductions, charges or withinglslimposed
by any Governmental Authority.
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“ Transactions means the execution, delivery and performancthbyLoan Parties of the Loan Documents, the
borrowing of Loans and the use of the proceedstier

“ Type”, when used in reference to any Loan or Borrowiefers to whether the rate of interest on sucml.oaon the
Loans comprising such Borrowing, is determineddfgmence to the Adjusted LIBO Rate or the Alterrizdse Rate.

“U.S. Dollars” or “US$” or “ $ " refers to lawful money of the United States of énca.

“ Withdrawal Liability " means liability to a Multiemployer Plan as a feésdi a complete or partial withdrawal from such
Multiemployer Plan, as such terms are defined i Raf Subtitle E of Title IV of ERISA.

SECTION 1.02. Classification of Loans and Borrowings~or purposes of this Agreement, Loans may besiflad

and referred to by Type (e.g., a “LIBOR Loan”). rBiwings also may be classified and referred td¥ye (e.g., a “LIBOR
Borrowing”).

SECTION 1.03. Terms Generally. The definitions of terms herein shall apply efutd the singular and plural
forms of the terms defined. Whenever the contexy nequire, any pronoun shall include the corredpanmasculine, feminine and
neuter forms. The words “include”, “includes” afiicluding” shall be deemed to be followed by tHegse “without limitation”. The
word “will” shall be construed to have the same nieg and effect as the word “shall”. Unless thateat requires otherwise (a) any
definition of or reference to any agreement, insgnt or other document herein shall be construedfaging to such agreement,
instrument or other document as from time to timeaded, supplemented or otherwise modified (sulbpegny restrictions on such
amendments, supplements or modifications set feethin), (b) any reference herein to any Persolh lsb&onstrued to include such
Person’s successors and assigns, (c) the wordsififiethereof” and “hereunder”, and words of simiienport, shall be construed to
refer to this Agreement in its entirety and noaty particular provision hereof, (d) all referenbesein to Articles, Sections, Exhibits
and Schedules shall be construed to refer to Adiahd Sections of, and Exhibits and SchedulekitoAgreement and (e) the words
“asset” and “property” shall be construed to hdvetame meaning and effect and to refer to anyalitahgible and intangible assets
and properties, including cash, securities, acaoantl contract rights.

SECTION 1.04. Accounting Terms; GAAP. Except as otherwise expressly provided hereirteahs of an
accounting or financial nature shall be construeddcordance with GAAP, as in effect from timeitoe; providedhat if the Borrower
notifies the Administrative Agent that the Borroweguests an amendment to any provision heredininate the effect of any chan
occurring after the date hereof in GAAP or in tplacation or interpretation thereof on the opematdf such provision (or if the
Administrative Agent notifies the Borrower that tRequired Lenders request an amendment to anysieaviereof for such purpose),
regardless of
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whether any such notice is given before or aftehsthange in GAAP or in the application thereogntisuch provision shall be
interpreted on the basis of GAAP as in effect gopliad immediately before such change shall haeeine effective until such notice
shall have been withdrawn or such provision amemd@ccordance herewith.

ARTICLE Il
The Loans

SECTION 2.01. Commitments. Subject to the terms and conditions set fortleineeach Lender agrees to make a
Loan denominated in U.S. Dollars to the Borrowetlm Effective Date in a principal amount not exting its Commitment. Amoun
repaid or prepaid in respect of any Loans may eaieborrowed; providetthat, for the avoidance of doubt, the continuaton
conversion of any Borrowing in accordance with &ecP.08 shall not be deemed to be a repaymermtmrrowing of such Borrowin

SECTION 2.02. Loans and Borrowings.(a)Each Loan shall be made as part of a Borrowingsisting of Loans of
the same Type made by the Lenders ratably in aaogedwith their respective Commitments. The failofany Lender to make any
Loan required to be made by it shall not relieve ather Lender of its obligations hereunder; predthat the Commitments of the
Lenders are several and no Lender shall be redgerisr any other Lender’s failure to make Loanseapiired hereunder.

(b)  Subject to Section 2.14, each Borrowing shall beprised entirely of ABR Loans or LIBOR Loans. Eadander
at its option may make any Loan by causing any dwimer foreign branch or Affiliate of such Lendermake such Loan; provideidat
any exercise of such option shall not affect thigakion of the Borrower to repay such Loan in adamce with the terms of this
Agreement and shall not result in any increasetsaasder Section 2.15 or any obligation by the Baer to make any payment under
Section 2.17 in excess of the amounts, if any,gbah Lender would be entitled to claim under $&cf.15 or 2.17, as applicable,
without giving effect to such change in lendingicst

(c) Atthe commencement of each Interest Period forldAB{R Borrowing, such Borrowing shall be in an eggpate
amount that is an integral multiple of the Borrogvidultiple and not less than the Borrowing Minimuorrowings of more than one
Type may be outstanding at the same time; provildatthere shall not at any time be more thanal tdtten LIBOR Borrowings
outstanding.

(d) Notwithstanding any other provision of this Agreere¢he Borrower shall not be entitled to electdomvert or
continue any Borrowing if the Interest Period resfad with respect thereto would end after the Migtirate.

SECTION 2.03. Request for Borrowing.(a)To request a Borrowing to be made on the Hffe®ate, the Borrower
shall notify the Administrative Agent of such
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request by telephone (a) in the case of a LIBORd®wuing, not later than 11:00 a.m., Local Time, thBusiness Days before the date of
the proposed Borrowing, and (b) in the case of BRAorrowing, not later than 10:00 a.m., Local Tjrore the date of the proposed
Borrowing. Each such telephonic Borrowing Requsésill be irrevocable and shall be confirmed proynpyl hand delivery or telecopy
to the Administrative Agent of a written BorrowiRgquest in a form approved by the Administrativeitgand signed by the

Borrower. Each such telephonic and written BorrmRequest shall specify the following informatiarcompliance with Section 2.02:

() the aggregate principal amount of such Borrowing;
(i)  the date of such Borrowing, which shall be a BusinBay;
(i)  the Type of such Borrowing;

(iv)  inthe case of a LIBOR Borrowing, the initial Inest Period to be applicable thereto, which shal be
period contemplated by the definition of the tedmiérest Period”; and

(v) the location and number of the Borrower’s accoawhich funds are to be disbursed, which shall dgmp
with the requirements of Section 2.07.

Any Borrowing Request that shall fail to specifyyarf the information required by the preceding ps@mns of this paragraph may be
rejected by the Administrative Agent if such fadus not corrected promptly after the Administrativygent shall give written or
telephonic notice thereof to the Borrower andpifajected, will be of no force or effect. Prorgdthllowing receipt of a Borrowing
Request in accordance with this Section, the Adstriaiive Agent shall advise each Lender of theildettaereof and of the amount of
such Lender’s Loan to be made as part of the régdi&orrowing.

SECTION 2.04. [Intentionally Omitted.]
SECTION 2.05. [Intentionally Omitted.]
SECTION 2.06. [Intentionally Omitted.]

SECTION 2.07. Funding of Borrowings. (a)Each Lender shall make each Loan to be madteheyeunder on the
Effective Date by wire transfer of immediately dable funds by 12:00 noon, Local Time, to the actai the Administrative Agent
most recently designated by it for such purposadiice to the Lenders. The Administrative Agenit miake such Loans available to
the Borrower by promptly crediting the amountsaceived, in like funds, to an account of the Borowaintained with the
Administrative Agent in New York City, and desigedtby the Borrower in the applicable Borrowing Resju

(b) Unless the Administrative Agent shall have receimetice from a Lender prior to the Effective Datattsuch
Lender will not make available to the Administratikgent such Lender’s share of any Borrowing, theniistrative Agent
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may assume that such Lender has made such sh@ebbkvan such date in accordance with paragrapbf(this Section and may, in
reliance upon such assumption, make availablee®trrower a corresponding amount. In such evkatl.ender has not in fact made
its share of the applicable Borrowing availabléhi® Administrative Agent, then the applicable Lanaled the Borrower severally agree
to pay to the Administrative Agent forthwith on dand such corresponding amount with interest thefeoreach day from and includi
the date such amount is made available to the Bemrto but excluding the date of payment to the Adsirative Agent, at (i) in the ca:
of such Lender, the greater of the Federal Funtictfe Rate and a rate determined by the Admatdist Agent in accordance with
banking industry rules on interbank compensatiofiipin the case of the Borrower, the intereserapplicable to the Loans included in
such Borrowing. If such Lender pays such amouitiiéoAdministrative Agent, then such amount shafistitute such Lender’s Loan
included in such Borrowing.

SECTION 2.08. Interest Elections. (a)Each Borrowing initially shall be of the Typpecified in the applicable
Borrowing Request and, in the case of a LIBOR Being, shall have an initial Interest Period as #ptin such Borrowing
Request. Thereafter, the Borrower may elect tovedrsuch Borrowing to a different Type or to cont such Borrowing and, in the
case of a LIBOR Borrowing, may elect Interest Rasitherefor, all as provided in this Section. Boerower may elect different
options with respect to different portions of tlifeeted Borrowing, in which case each such porsiball be allocated ratably among
Lenders holding the Loans comprising such Borrowargl the Loans comprising each such portion sleatlonsidered a separate
Borrowing.

(b) To make an election pursuant to this Section, thiedver shall notify the Administrative Agent ofcduelection
by telephone (i) in the case of an election th#itresult in a LIBOR Borrowing, not later than 10:@.m., Local Time, three Business
Days before the effective date of such election(@hih the case of an election that will resuitan ABR Borrowing, not later than 10:00
a.m., Local Time, on the effective date of suclket@®. Each such telephonic Interest Election Retjghall be irrevocable and shall be
confirmed promptly by hand delivery or telecopyttie Administrative Agent of a written Interest Elen Request in a form approved by
the Administrative Agent and signed by the Borrawer

(c) Each telephonic and written Interest Election Regghall specify the following information in congice with
Section 2.02:

() the Borrowing to which such Interest Election Resiapplies and, if different options are being &ldc
with respect to different portions thereof, thetjpors thereof to be allocated to each resulting®weing (in which case the
information to be specified pursuant to clauseégdiid (iv) below shall be specified for each résgl Borrowing);

(i)  the effective date of the election made pursuasttd Interest Election Request, which shall be a
Business Day;
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(i)  the Type of the resulting Borrowing; and

(iv)  if the resulting Borrowing is to be a LIBOR Borrawg, the Interest Period to be applicable thereter af
giving effect to such election, which shall be aig contemplated by the definition of the termtérest Period”.

If any such Interest Election Request requestB®R Borrowing but does not specify an Interest@®Erthen the Borrower shall be
deemed to have selected an Interest Period of amé¢h’s duration.

(d)  Promptly following receipt of an Interest ElectiBequest, the Administrative Agent shall advise damider of
the details thereof and of such Lender’s portioraxh resulting Borrowing.

(e) If the Borrower fails to deliver a timely Interdskection Request with respect to a LIBOR Borrowimipr to the
end of the Interest Period applicable thereto, thatess such Borrowing is repaid as provided headithe end of such Interest Period
such Borrowing shall be converted to an ABR Borrmyvi Notwithstanding any contrary provision heréodn Event of Default has
occurred and is continuing and the AdministrativgeAt, at the request of the Required Lenders, sfiasathe Borrower, then, so long as
an Event of Default is continuing, (i) no outstargiBorrowing may be converted to or continued BEB#®R Borrowing, and (ii) unless
repaid, each LIBOR Borrowing shall be convertedtcABR Borrowing at the end of the Interest Petlostefor.

SECTION 2.09. Termination of Commitments.The Commitments shall terminate upon the makirthe Loans on
the Effective Date.

SECTION 2.10. Repayment of Loans; Evidence of Debfa)The Borrower hereby unconditionally promises t
pay to the Administrative Agent for the accouneath Lender the then unpaid principal amount ofi @aan of such Lender on the
Maturity Date.

(b) Each Lender shall maintain in accordance with $igali practice an account or accounts evidencing the
indebtedness of the Borrower to such Lender reguftom each Loan made by such Lender, includiegatinounts of principal and
interest payable and paid to such Lender from torténe hereunder.

(c) The Administrative Agent shall maintain accountsvimch it shall record (i) the amount of each Loaade to the
Borrower hereunder, the Type thereof and, in tlse ad any LIBOR Borrowing, the Interest Period &gile thereto, (i) the amount of
any principal or interest due and payable or tmbeedue and payable from the Borrower to each Lemeieeunder and (iii) the amount
of any sum received by the Administrative Agenteueder for the account of the Lenders and eachdr&nshare thereof.

(d) The entries made in the accounts maintained putsograragraph (b) or (c) of this Section shalpbenafacie
evidence of the existence and amounts of the
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obligations recorded therein; providésht the failure of any Lender or the Administrati&kgent to maintain such accounts or any error
therein shall not in any manner affect the obliganf the Borrower to repay the Loans in accordanitie the terms of this Agreement.

(e) Any Lender may request that the Loans made by é@idenced by a promissory note. In such eveatBtbhrrowel
shall prepare, execute and deliver to such Lengeomissory note payable to the order of such Lefate if requested by such Lender,
to such Lender and its registered assigns) andamaapproved by the Administrative Agent. Théiea the Loans evidenced by such
promissory note and interest thereon shall atratts (including after assignment pursuant to Se@i64) be represented by one or more
promissory notes in such form payable to the oodéine payee named therein (or, if such promissoig is a registered note, to such
payee and its registered assigns).

SECTION 2.11. Prepayment of Loans(a)The Borrower shall have the right at any tene from time to time to
prepay any of its Borrowings in whole or in patbgect to prior notice in accordance with paragrégtof this Section.

(b)  Prior to any optional prepayment of Borrowings huger, the Borrower shall select the Borrowing orrBwings
to be prepaid and shall specify such selectiohémiotice of such prepayment pursuant to paragi@psf this Section.

(c) The Borrower shall notify the Administrative Agemnt telephone (confirmed by telecopy) of any prepagim
hereunder (i) in the case of prepayment of a LIBBaRowing, not later than 11:00 a.m., Local Tinteege Business Days before the ¢
of prepayment or (ii) in the case of prepaymerdmfABR Borrowing, not later than 11:00 a.m., Lotahe, one Business Day before the
date of prepayment. Each such notice shall bedoable and shall specify the prepayment date lamg@iincipal amount of the
Borrowing or portion thereof to be prepaid; prowidieat a notice of optional prepayment may stateghah notice is conditioned upon
the closing of another financing, in which casehsniotice of prepayment may be revoked by the Bogrdwy notice to the Administrati
Agent on or prior to the specified prepayment dageich condition is not satisfied. Promptly fallmg receipt of any such notice, the
Administrative Agent shall advise the Lenders & tiontents thereof. Each partial prepayment ofBoryowing shall be in an aggregate
principal amount that is not less that US$5,000 808 shall be in an integral multiple of the BoriogvMultiple. Each prepayment of a
Borrowing shall be applied ratably to the Loanduded in the prepaid Borrowing. Prepayments dimiccompanied by accrued inte
to the extent required by Section 2.13.

SECTION 2.12. Fees. (a)The Borrower agrees to pay to the AdministeafAgent, for its own account, fees pay:
in the amounts and at the times separately agneen between the Borrower and the Administrative ige
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(b) All fees payable hereunder shall be paid in U.Sldb®on the dates due, in immediately availabtelf) to the
Administrative Agent. Fees paid shall not be refirie under any circumstances.

SECTION 2.13. Interest. (a)The Loans comprising each ABR Borrowing shakr interest at the Alternate Base
Rate plus the Applicable Rate.

(b) The Loans comprising each LIBOR Borrowing shallriaterest at the Adjusted LIBO Rate for the Ingtieeriod
in effect for such Borrowing plus the ApplicabletRa

(c) Notwithstanding the foregoing, if any principalafinterest on any Loan or any fee or other ampagtble by th
Borrower hereunder is not paid when due, whethstaaéd maturity, upon acceleration or otherwigehverdue amount shall bear
interest, after as well as before judgment, atepar annum equal to (i) in the case of overdirejal of any Loan, 2% plus the rate
otherwise applicable to such Loan as provided énpiteceding paragraphs of this Section or (iihimd¢ase of any other amount, 2% plus
the rate applicable to ABR Loans as provided irageaph (a) of this Section.

(d)  Accrued interest on each Loan shall be payablergaes on each Interest Payment Date for such Lwamided
that (i) interest accrued pursuant to paragrapbf(t)is Section shall be payable on demand,fithe event of any repayment or
prepayment of any Loan, accrued interest on thecjpal amount repaid or prepaid shall be payabltéherdate of such repayment or
prepayment and (iii) in the event of any conversibany LIBOR Loan prior to the end of the currémterest Period therefor, accrued
interest on such Loan shall be payable on the ffedate of such conversion.

(e) Allinterest hereunder shall be computed on théshasa year of 360 days, except that interest adetpby
reference to the Alternate Base Rate at times wehlternate Base Rate is based on the PrimedRalebe computed on the basis of a
year of 365 days (or 366 days in a leap year),imeéch case shall be payable for the actual nuoflaays elapsed (including the first
day but excluding the last day). The applicableeflate Base Rate or Adjusted LIBO Rate shall herdened by the Administrative
Agent, and such determination shall be conclusbseat manifest error.

SECTION 2.14. Alternate Rate of Interestlf prior to the commencement of any Interest &&for a LIBOR

Borrowing:

(@) the Administrative Agent determines (which deteration shall be conclusive absent manifest erra dldequate
and reasonable means do not exist for ascertaihsngdjusted LIBO Rate for such Interest Period; or

(b) the Administrative Agent is advised by the Requiredders that the Adjusted LIBO Rate for such kesePeriod
will not adequately and fairly reflect the coststach Lenders of making or maintaining their Loarduded in such Borrowing for such
Interest Period;
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then the Administrative Agent shall give noticertiw to the Borrower and the Lenders by telephartelecopy as promptly as
practicable thereafter and, until the AdministratAgent notifies the Borrower and the Lenders thatcircumstances giving rise to such
notice no longer exist, any Interest Election Raqtieat requests the conversion of any Borrowin@ta@ontinuation of any Borrowing
as, a LIBOR Borrowing, as the case may be, shahdigective.

SECTION 2.15. Increased Costs(a)lf any Change in Law shall:

() impose, modify or deem applicable any reserve,iapdeposit or similar requirement against assgts o
deposits with or for the account of, or credit exted by, any Lender (except any such reserve meint reflected in the
Adjusted LIBO Rate); or

(i)  impose on any Lender or the London interbank maakgtother condition affecting this Agreement or
LIBOR Loans made by such Lender;

and the result of any of the foregoing shall bantwease the cost to such Lender of making or ragiimg any LIBOR Loan, (or of
maintaining its obligation to make any such Loanjooreduce the amount of any sum received or vabé by such Lender (whether of
principal, interest or otherwise), then the Borrowdl pay to such Lender, such additional amoundumounts as will compensate such
Lender, for such additional costs incurred or reidncsuffered.

(b) If any Lender reasonably determines that any Chanbgaw regarding capital requirements has or wdzde the
effect of reducing the rate of return on such Leisdeapital or on the capital of such Lender’s moidcompany, if any, as a consequence
of this Agreement or the Loans made by such Letalarlevel below that which such Lender or suchdegts holding company could
have achieved but for such Change in Law (takihg @onsideration such Lender’s policies and théciesd of such Lender’s holding
company with respect to capital adequacy), them fiime to time the Borrower will pay to such Lendech additional amount or
amounts as will compensate such Lender or suchdr&nbolding company for any such reduction sufiere

(c) A certificate of a Lender setting forth the amoanamounts necessary to compensate such Lendsrtariding
company, as the case may be, as specified in gantaga) or (b) of this Section shall be deliverethie Borrower and shall be conclusive
absent manifest error. The Borrower shall pay digider the amount shown as due on any such cat#fivithin 10 days after receipt
thereof.

(d)  Failure or delay on the part of any Lender to dasnampensation pursuant to this Section shall apstitute a
waiver of such Lender’s right to demand such corspton; providedhat the Borrower shall not be required to comptnad.ender
pursuant to this Section for any increased costeductions incurred more than 270 days prior éodte that such Lender notifies the
Borrower of the Change in Law giving rise to sucbreased costs or reductions and of such Lendet&ntion to claim compensation
therefor;_providedurtherthat, if the Change in Law giving rise to such
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increased costs or reductions is retroactive, ther270-day period referred to above shall be eldrio include the period of retroactive
effect thereof.

SECTION 2.16. Break Funding Paymentsin the event of (a) the payment of any principladny LIBOR Loan
other than on the last day of an Interest Periqgiiegble thereto (including as a result of an Evaribefault), (b) the conversion of any
LIBOR Loan other than on the last day of the InkeReriod applicable thereto, (c) the failure torba, convert, continue or prepay
any LIBOR Loan on the date specified in any notlebvered pursuant hereto (regardless of whether sotice may be revoked under
Section 2.11(c) and is revoked in accordance thimear (d) the assignment of any LIBOR Loan ottiean on the last day of the
Interest Period applicable thereto as a resultrefjaest by the Borrower pursuant to Section 2Héh, in any such event, the Borroy
shall compensate each affected Lender for the ¢ost,and expense attributable to such eventhdmrcase of a LIBOR Loan, such loss,
cost or expense to any Lender shall be deemediiadie an amount determined by such Lender to bexbess, if any, of (i) the
amount of interest which would have accrued orptirecipal amount of such Loan had such event notioed, at the Adjusted LIBO
Rate that would have been applicable to such Limarthe period from the date of such event to #st tlay of the then current Interest
Period therefor (or, in the case of a failure torte, convert or continue, for the period that wbbhve been the Interest Period for
such Loan), over (ii) the amount of interest whiabuld accrue on such principal amount for suchqukat the interest rate which such
Lender would bid were it to bid, at the commenceneéisuch period, for deposits in U.S. Dollars afidh comparable amount and
period from other banks in the London interbankkatr A certificate of any Lender setting forth eatpount or amounts that such
Lender is entitled to receive pursuant to this iBacthall be delivered to the Borrower and shaltbeclusive absent manifest
error. The Borrower shall pay such Lender the amhebown as due on any such certificate within d@schfter receipt thereof.

SECTION 2.17. Taxes. (a)Any and all payments by or on account of apljgation of the Borrower hereunder sl
be made free and clear of and without deductiomfiyrIndemnified Taxes or Other Taxes; provittet if the Borrower shall be
required to deduct any Indemnified Taxes or OtlreeteE from such payments, then (i) the sum pay#lalb Ise increased as necessary
so that after making all required deductions (idolg deductions applicable to additional sums pkeyahder this Section) the
Administrative Agent or Lender (as the case mayrbegives an amount equal to the sum it would heseived had no such
deductions been made, (ii) the Borrower shall meleh deductions and (iii) the Borrower shall pag/filll amount deducted to the
relevant Governmental Authority in accordance vajtiplicable law.

(b) In addition, the Borrower shall pay any Other Tatethe relevant Governmental Authority in accoawith
applicable law.

(c) The Borrower shall indemnify the Administrative Ageand each Lender, within 10 days after writtemded
therefor, for the full amount of any IndemnifiedXEa or Other Taxes paid by the Administrative Agarguch Lender, as
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the case may be, on or with respect to any paytmeat on account of any obligation of the Borrowereunder (including Indemnified
Taxes or Other Taxes imposed or asserted on dywtible to amounts payable under this Section)aarydpenalties, interest and
reasonable expenses arising therefrom or with oéspereto, whether or not such Indemnified TaxeSther Taxes were correctly or
legally imposed or asserted by the relevant Govemait Authority. A certificate as to the amountsath payment or liability delivered
to the Borrower by a Lender, or by the AdministratAgent on its own behalf or on behalf of a Lendéall be conclusive absent
manifest error.

(d) As soon as practicable after any payment of IndéethiTaxes or Other Taxes by the Borrower to a Goawental
Authority, the Borrower shall deliver to the Adnstriative Agent the original or a certified copyaofeceipt issued by such Governme
Authority evidencing such payment, a copy of themereporting such payment or other evidence ohquayment reasonably
satisfactory to the Administrative Agent.

(e) Any Foreign Lender that is entitled to an exempfimm or reduction of withholding tax under the lafthe
jurisdiction in which the Borrower is located, aryatreaty to which such jurisdiction is a partyttwiespect to payments under t
Agreement shall deliver to the Borrower (with a gdp the Administrative Agent), at the time or tisnerescribed by applicable law, st
properly completed and executed documentation pbestby applicable law or reasonably requestethbyBorrower as will permit sus
payments to be made without withholding or at aiced rate.

SECTION 2.18. Payments Generally; Pro Rata Treatment; Sharir@eebffs. (a)The Borrower shall make each
payment required to be made by it hereunder (whethgrincipal, interest or fees, or of amountsatalg under Section 2.15, 2.16 or
2.17, or otherwise) in U.S. Dollars prior to 121fbn, Local Time, on the date when due, in immedjjavailable funds, without set-
off or counterclaim. All such payments shall bede#o the Administrative Agent at its offices aDZark Avenue, New York,

New York, except that payments pursuant to Seci@obs, 2.16, 2.17 and 9.03 shall be made direotthé Persons entitled thereto,
without set-off or counterclaim. Any amounts reeel after the time required to be received hereuodeny date may, in the
discretion of the Administrative Agent, be deemetidve been received on the next succeeding Bussivess for purposes of
calculating interest thereon. The Administrativgefit shall distribute any such payments receiveit floy the account of any other
Person to the appropriate recipient promptly follmyreceipt thereof. If any payment hereunderldi®mbue on a day that is not a
Business Day, the date for payment shall be extetwlthe next succeeding Business Day, and, icdBe of any payment accruing
interest, interest thereon shall be payable fop#r@d of such extension. Any payment requiredeganade by the Administrative
Agent hereunder shall be deemed to have been nyatthe time required if the Administrative Agent Bhat or before such time, have
taken the necessary steps to make such paymettondance with the regulations or operating prooesiof the clearing or settlement
system used by the Administrative Agent to make aayment.
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(b) If at any time insufficient funds are received ngdavailable to the Administrative Agent to payyfudll amounts
of principal, interest and fees then due hereursilex) funds shall be applied (i) first, towardsmpamnt of interest and fees then due
hereunder, ratably among the parties entitled theneaccordance with the amounts of interest aed then due to such parties, and
(i) second, towards payment of principal then taesunder, ratably among the parties entitled théneaccordance with the amounts of
principal then due to such parties.

(c) If any Lender shall, by exercising any right of-eéitor counterclaim or otherwise, obtain paymentaspect of
any principal of or interest on any of its Loansuiging in such Lender receiving payment of a greptoportion of the aggregate amount
of its Loans and accrued interest thereon thapithgortion received by any other Lender, then theder receiving such greater
proportion shall purchase (for cash at face vabaedicipations in the Loans of other Lenders togktnt necessary so that the benefit of
all such payments shall be shared by the Lend&@blyain accordance with the aggregate amountiotjpal of and accrued interest on
their respective Loans; providduat (i) if any such participations are purchased all or any portion of the payment giving risergto is
recovered, such participations shall be resciratetithe purchase price restored to the extentabf covery, without interest, and
(ii) the provisions of this paragraph shall notdoastrued to apply to any payment made by the Bargursuant to and in accordance
with the express terms of this Agreement or anynpayt obtained by a Lender as consideration foafisggnment of or sale of a
participation in any of its Loans to any assigneparticipant, other than to the Borrower or anp$Sdiary or Affiliate thereof (as to
which the provisions of this paragraph shall appiihe Borrower consents to the foregoing and agteethe extent it may effectively |
so under applicable law, that any Lender acquiaipgrticipation pursuant to the foregoing arrangemenay exercise against the
Borrower rights of set-off and counterclaim witlspect to such participation as fully as if suchdemwere a direct creditor of the
Borrower in the amount of such participation.

(d) Unless the Administrative Agent shall have receimetice from the Borrower prior to the date on vhamy
payment is due to the Administrative Agent for #ueount of the Lenders hereunder that the Borrevilenot make such payment, the
Administrative Agent may assume that such Borroweer made such payment on such date in accordarmeitheand may, in reliance
upon such assumption, distribute to the Lendersutheunt due. In such event, if the Borrower haiméact made such payment, then
each of the Lenders severally agrees to repayetddministrative Agent forthwith on demand the amiosgo distributed to such Lender
with interest thereon, for each day from and initfigdhe date such amount is distributed to it tbdxcluding the date of payment to the
Administrative Agent, at the greater of the Fedétatds Effective Rate and a rate determined bytministrative Agent in accordance
with banking industry rules on interbank compertsati

(e) If any Lender shall fail to make any payment regdito be made by it pursuant to Section 2.07(&g(#8) or 9.03

(c), then the Administrative Agent may, in its digton (notwithstanding any contrary provision tedyeapply any amounts thereafter
received by the Administrative Agent for the acdoafnsuch

[INYCORP:3072687v11:4452W:07/11/--04:02 p]]




29
Lender to satisfy such Lender’s obligations undmehsSections until all such unsatisfied obligatians fully paid.

SECTION 2.19. Mitigation Obligations; Replacement of Lender&)lf any Lender requests compensation under
Section 2.15, or if the Borrower is required to pay additional amount to any Lender or any Govemmiad Authority for the account
of any Lender pursuant to Section 2.17, then swider shall use reasonable efforts to file anyfiate or document reasonably
requested by the Borrower or designate a diffdmmding office for funding or booking its affectedans hereunder or to assign its
affected rights and obligations hereunder to anaihés offices, branches or affiliates, if suélng, designation or assignment
(i) would eliminate or reduce amounts payable pamsto Section 2.15 or 2.17, as the case may libeifuture and (i) in the judgme
of such Lender, would not subject such Lender jouammeimbursed cost or expense and would not ofkerae disadvantageous to
such Lender. The Borrower hereby agrees to pagadionable costs and expenses incurred by anyetLendonnection with any such
designation or assignment.

(b) If any Lender requests compensation under Sectith 2r if the Borrower is required to pay any diddial
amount to any Lender or any Governmental Authddtythe account of any Lender pursuant to Sectidi,2or if any Lender defaults in
its obligation to fund Loans hereunder, or if ther®wer is entitled to replace a Lender pursuar@dotion 9.02(c), then the Borrower
may, at its sole expense and effort, upon noticuth Lender and the Administrative Agent, reqaireh Lender to assign and delegate,
without recourse (in accordance with and subjethi¢orestrictions contained in Section 9.04),talinterests, rights and obligations un
this Agreement to an assignee that shall assuniedhligjations (which assignee may be another Lerifdlalender accepts such
assignment); providetthat (i) the Borrower shall have received the pwoitten consent of the Administrative Agent, whimbnsent shall
not be unreasonably withheld, (ii) such Lender|dhale received payment of an amount equal to thgt@nding principal of its Loans
and accrued interest thereon, and all other amgaytable to it hereunder, from the assignee (t@¥tent of such outstanding principal
and accrued interest) or the Borrower (in the cdisdl other amounts) and (iii) in the case of angh assignment resulting from a claim
for compensation under Section 2.15 or paymentsined|to be made pursuant to Section 2.17, suégrament will result in a reduction
in such compensation or payments. A Lender slwlba required to make any such assignment andat@e if, prior thereto, as a
result of a waiver by such Lender or otherwise,dineumstances entitling the Borrower to requirehsassignment and delegation cease

to apply.

ARTICLE 1l

Representations and Warranties

The Borrower represents and warrants to the Lentats
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SECTION 3.01. Organization; Powers.Each of the Borrower and its Subsidiaries is dulyanized, validly
existing and in good standing under the laws ofuhisdiction of its organization, has all requésfiower and authority to carry on its
business as now conducted and is qualified tousinkss in, and is in good standing in, every dliciton where such qualification is
required, in each case except where the failudotseo, individually or in the aggregate, would redsonably be expected to result in a
Material Adverse Effect.

SECTION 3.02. Authorization; Enforceability. The Transactions to be entered into by each [Rzaty are within
such Loan Party’s corporate powers and have belgradthorized by all necessary corporate and,gtired, stockholder action. This
Agreement and any promissory notes issued pursogection 2.10(e) have been duly executed andeatelil by the Borrower and
constitute, and the Guarantee Agreement when es@euid delivered by any Loan Party that becomes fegreto will constitute, a
legal, valid and binding obligation of the Borrowmrsuch Loan Party, as the case may be, enfoe@abkccordance with its terms,
subject to applicable bankruptcy, insolvency, raoigation, moratorium or other laws affecting ctedi’ rights generally and subject
to general principles of equity, regardless of wkettonsidered in a proceeding in equity or at law.

SECTION 3.03. Governmental Approvals; No ConflictsThe Transactions (a) do not require any consent o
approval of, registration or filing with, or anyhatr action by, any Governmental Authority, excepttsas have been obtained or made
and are in full force and effect, (b) will not védé any applicable law or regulation or the chaligdaws or other organizational
documents of the Borrower or any of its Subsidmaeany order of any Governmental Authority, (i) mot violate or result in a
default under any indenture, agreement or othé&runment binding upon the Borrower or any of its Sidaries or its assets, or give 1
to a right thereunder to require any payment (ati@n pursuant to this Agreement) to be made bytreower or any of its
Subsidiaries, and (d) will not result in the creator imposition of any Lien on any asset of therBaer or any of its Subsidiaries,
except, with respect to clauses (b) and (c), anh siolations, defaults and payments which, indiallly or in the aggregate, would not
reasonably be expected to result in a Material Asly&ffect and except, with respect to clauseafaly,such Liens set forth in
Schedule 6.02.

SECTION 3.04. Financial Condition; No Material Adverse Changéa) The Borrower has heretofore furnished to
the Lenders (i) its consolidated balance sheestatdments of income, stockholder’s equity and fas¥s as of and for the fiscal year
ended December 29, 2007, reported on by KPMG Lidkependent public accountants, and (ii) its coneldieensolidated balance
sheet as of March 22, 2008, its condensed consetiddatements of income for the quarters endedivi22, 2008 and March 24,
2007, and its condensed consolidated statemegtshfflows for the quarters ended March 22, 20@8\arch 24, 2007, certified by
its Financial Officer. Such financial statementssgent fairly, in all material respects, the finahposition and results of operations
cash flows of the Borrower and its consolidateds®tibries as of such dates and for such periodsénrdance with GAAP, subject to
year end audit
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adjustments and the absence of footnotes in treeafake statements referred to in clause (ii) abov

(b) As of the Effective Date, there has been no mdtadeerse change in the business, assets, opeyatia@ondition,
financial or otherwise, of the Borrower and its Sidiaries, taken as a whole, since December 29,.200

SECTION 3.05. Properties. (a)Each of the Borrower and its Subsidiariesdwd title to, or valid leasehold
interests in, all its real and personal propertyemal to the business of the Borrower and its &liages on a consolidated basis, exc
for minor defects in title and other matters thatnat interfere with their ability to conduct théinsinesses on a consolidated basis as
currently conducted or to utilize such propertiastheir intended purposes on a consolidated basis.

(b) Each of the Borrower and its Subsidiaries ownss ticensed to use, all trademarks, tradenamegyrigys,
patents and other intellectual property materigheobusiness of the Borrower and its Subsidianea consolidated basis, and the use
thereof by the Borrower and its Subsidiaries dassmniringe upon the rights of any other Persoregt for any such infringements that,
individually or in the aggregate, would not readapde expected to result in a Material AdverseeEff

SECTION 3.06. Litigation and Environmental Matters(a)There are no actions, suits or proceedings, (anthe
knowledge of the Borrower, there are no investaget) by or before any arbitrator or Governmentahétity pending against or, to t
knowledge of the Borrower, threatened against f@cihg the Borrower or any of its Subsidiariesa@)to which there is a reasonable
likelihood of an adverse determination and thaadifersely determined, would reasonably be expeutdividually or in the aggregat
to result in a Material Adverse Effect (other thiha Disclosed Matters) or (ii) that, other thanatd, suits or proceedings commenced
by the Administrative Agent or any Lender, invotids Agreement or the Transactions.

(b)  Except for the Disclosed Matters and except witlpeet to any other matters that, individually othia aggregate,
would not reasonably be expected to result in eelitAdverse Effect, neither the Borrower nor afijts Subsidiaries (i) has failed to
comply with any Environmental Law or to obtain, mtain or comply with any permit, license or othppeval required under any
Environmental Law, (ii) has become subject to anyitdnmental Liability, (iii) has received noticé any claim with respect to any
Environmental Liability or (iv) knows of any badwr any Environmental Liability.

(c) Since the date of this Agreement, there has beahaoge in the status of the Disclosed Matters thdividually
or in the aggregate, has resulted in, or wouldaealsly be expected to result in, a Material Advdiffect.

SECTION 3.07. Compliance with Laws and Agreement&ach of the Borrower and its Subsidiaries is in
compliance with all laws, regulations and orderam§ Governmental Authority applicable to it orpt®perty and all indentures,

[INYCORP:3072687v11:4452W:07/11/--04:02 p]|




32

agreements and other instruments binding uponiis @roperty, except where the failure to do adjpiidually or in the aggregate, would
not reasonably be expected to result in a Mat&dzkerse Effect. No Default has occurred and idiooimg.

SECTION 3.08. Investment Company Statud\either the Borrower nor any of its Subsidiaigan “investment
company” as defined in, or subject to regulatiodamthe Investment Company Act of 1940.

SECTION 3.09. Taxes. Each of the Borrower and its Subsidiaries hasglrfiled or caused to be filed all Tax
returns and reports required to have been filednasdoaid or caused to be paid all Taxes requirédvte been paid by it, except
(a) Taxes that are being contested in good faithgpropriate proceedings and for which the Borrosvesuch Subsidiary, as
applicable, has set aside on its books adequagevessor (b) to the extent that the failure to daveuld not reasonably be expected to
result in a Material Adverse Effect.

SECTION 3.10. ERISA. No ERISA Event has occurred or is reasonably ebgoeto occur that, when taken
together with all other such ERISA Events for whiiethility is reasonably expected to occur, wowddsonably be expected to result in
a Material Adverse Effect. The present value baetumulated benefit obligations of all underfuthd®tans (based on the assumptions
used for purposes of Statement of Financial AcdagrBtandards No. 87) did not, as of the date @htlost recent financial statements
reflecting such amounts, exceed the fair markatevaf the assets of all such underfunded Plansameount which, if it were require
to be fully paid, would reasonably be expectedcetult in a Material Adverse Effect.

SECTION 3.11. Disclosure. The Borrower has disclosed to the Lenders abements, instruments and corporate
or other restrictions to which it or any of its Sidiaries is subject (to its knowledge, in the aafs#hose to which only its Non-
Controlled Subsidiaries are subject), and all othatters known to it, that, individually or in thggregate, would reasonably be
expected to result in a Material Adverse Effectividedthat for purposes of this sentence, any informatiisalosed in any publicly
available filing made prior to the date of this Agment by the Borrower with the Securities and Brgle Commission pursuant to the
rules and regulations of the Securities and Exch&@mmission shall be considered to have beenodisdlto the Lenders. Except as
set forth in Schedule 3.11, neither the Informatitemorandum nor any of the other reports, finanstalements, certificates or other
information furnished by or on behalf of the Boreavby any of its authorized representatives toAtieinistrative Agent or any
Lender in connection with the negotiation of thigréement or delivered hereunder (as modified oplempented by other information
so furnished), when taken as a whole, containeitheatime so furnished, any material misstateméfdai or omitted, at the time so
furnished, to state any material fact necessamake the statements therein, in the light of theuonstances under which they were
made and the nature and scope of the report, fimastatement, certificate or other informationrgefurnished, not materially
misleading; providethat, with respect to projected financial inforroati the Borrower represents only that such infoionat
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was prepared in good faith based upon assumptilievbd to be reasonable at the time.

SECTION 3.12. Initial Guarantors. As of the Effective Date, there are no Principamestic Subsidiaries other
than the Initial Guarantors.

ARTICLE IV
Conditions

SECTION 4.01. Effective Date. The obligations of the Lenders to make Loansurater shall not become effect
until the date on which each of the following cdiudis is satisfied (or waived in accordance witkti®am 9.02):

(&8 The Administrative Agent (or its counsel) shall baeceived from each party hereto either (i) a tenpart of this
Agreement signed on behalf of such party or (iiften evidence satisfactory to the Administrativgefit (which may include telecopy
transmission of a signed signature page of thigAgrent) that such party has signed a counterp#hisoAgreement.

(b) The Administrative Agent (or its counsel) shall aeceived from each of the Borrower and the In@iaarantors
either (i) a counterpart of the Guarantee Agreeraigmed on behalf of such party or (ii) writtendmsmce satisfactory to the
Administrative Agent (which may include telecopgrtsmission of a signed signature page of the Gtemakgreement) that such party
has signed a counterpart of the Guarantee Agreement

(c) The Administrative Agent shall have received a fabte written opinion (addressed to the AdministeAgent
and the Lenders and dated the Effective Date) di eaMayer Brown LLP, counsel for the Loan Partmsd R. Scott Toop, Esq., Vice
President and Associate General Counsel to theo®er; substantially in the form of Exhibits C-1 aBeR, respectively, and covering
such other matters relating to the Loan Parties| ttan Documents or the Transactions as the Rehuéeders shall reasonably
request. The Borrower hereby requests such cotmseliver such opinions.

(d) The Administrative Agent shall have received sucbuinents and certificates as the AdministrativerAge its
counsel may reasonably request relating to thenirgton, existence and good standing of the Laantid3, the authorization of the
Transactions and any other legal matters relatinbe Loan Parties, the Loan Documents or the acimns, all in form and substance
reasonably satisfactory to the Administrative Agamd its counsel.

(e) The Administrative Agent shall have received aifieste, dated the Effective Date and signed byRhesident, a

Vice President or a Financial Officer of the Boreswsolely in his capacity as such and not indigltyy confirming compliance with the
conditions set forth in paragraphs (h) and (i)hif Section.
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()  The Administrative Agent shall have received aflfand other amounts due and payable on or pribeto
Effective Date, including, to the extent invoicegimbursement or payment of all out-of-pocket exggsrrequired to be reimbursed or
paid by the Borrower hereunder.

(g) To the extent requested, the Lenders shall hawevext all documentation and other information reggiby bank
regulatory authorities under applicable “know youstomer” and anti-money laundering rules and eg@uls, including information
required under the Act.

(h)  The representations and warranties of the Borr@etforth in this Agreement shall be true and airer, in the
case of any representation or warranty not qudliie to materiality, true and correct in all matleréspects) on and as of the date of the
Effective Date, except to the extent that any seghesentations and warranties expressly relede tarlier date in which case any such
representations and warranties shall be true amdador, in the case of any such representatiomaoranty not qualified as to
materiality, true and correct in all material resgg at and as of such earlier date.

(i)  Atthe time of and immediately after giving efféotthe Borrowing to be made on the Effective Date,
Default shall have occurred and be continuing.

The Administrative Agent shall notify the Borroweand the Lenders of the Effective Date, and suclt@shall be conclusive and
binding. Notwithstanding the foregoing, the obtigas of the Lenders to make Loans hereunder sbalbecome effective unless eacl
the foregoing conditions is satisfied (or waivedsuant to Section 9.02) at or prior to 3:00 p.nogdl Time, on July, 15, 2008 (and, in
the event such conditions are not so satisfiedaived, the Commitments shall terminate at such)time

ARTICLE V

Affirmative Covenants

Until the Commitments have expired or been terneéidand the principal of and interest on each Loahadl fees
payable hereunder shall have been paid in fullBihrtower covenants and agrees with the Lendets tha

SECTION 5.01. Financial Statements and Other Informatiohhe Borrower will furnish to the Administrative
Agent (with sufficient copies for each Lender):

(&) within 90 days after the end of each fiscal yeathefBorrower, its audited consolidated balancetard related
statements of operations, stockholders’ equitycash flows as of the end of and for such yearingefibrth in each case in comparative
form the figures for the previous fiscal year,rafported on by KPMG LLP or other independent puaticountants of recognized natic
standing (without a “going concern” or like quatgtion or
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exception and without any qualification or exceptas to the scope of such audit) to the effectshah consolidated financial statements
present fairly in all material respects the finahcondition and results of operations of the Baepand its consolidated Subsidiaries on
a consolidated basis in accordance with GAAP (ifigng in an explanatory paragraph any materialoacting changes); providddat
delivery of the Borrower’s form 10-K containing thdormation required to be contained therein parguo the rules and regulations of
the Securities and Exchange Commission, includiedinancial statements described above reportdy &¢PMG LLP or other
independent public accountants of recognized natistanding (without a “going concern” or like gfiahtion or exception and without
any qualification or exception as to the scopeuahsaudit), shall be deemed to satisfy the requeregmof this clause (a);

(b)  within 45 days after the end of each of the finsee fiscal quarters of each fiscal year of ther®wer, its
condensed consolidated balance sheet and relatednsints of operations, stockholders’ equity amth l@ws as of the end of and for
such fiscal quarter and the then elapsed portidheofiscal year, setting forth in each case in garative form the figures for the
corresponding period or periods of (or, in the aaishe balance sheet, as of the end of) the puevigcal year, all certified by one of its
Financial Officers as presenting fairly in all m@érespects the financial condition and resultsperations of the Borrower and its
consolidated Subsidiaries on a consolidated basiséordance with GAAP consistently applied, sutiieaormal year-end audit
adjustments and the absence of footnotes; provigegdielivery of the Borrower’s Form 10-Q, contaiithe information required to be
contained therein pursuant to the rules and reigakbf the Securities and Exchange Commissioraetbag with the certificate of a
Financial Officer as described above, shall be dekto satisfy the requirements of this clause (b);

(c) concurrently with any delivery of financial statem® under clause (a) or (b) above, a certificate Binancial
Officer of the Borrower (i) certifying as to whethee Default has occurred and, if a Default has oedy) specifying the details thereof ¢
any action taken or proposed to be taken with @gpereto, (ii) setting forth reasonably detaitadculations demonstrating compliance
with Sections 6.01, 6.09 and 6.10 (including anjstthents necessary to reflect the existence oExajuded Subsidiaries) and
(iii) stating whether any material change in GAAHrothe application thereof has occurred sincedite of the audited financial
statements referred to in Section 3.04 and, ifargh change has occurred, specifying the effestidf change on the financial
statements accompanying such certificate;

(d)  concurrently with any delivery of financial statem&under clause (a) above, a certificate of tlwewating firm
that reported on such financial statements statimgther they obtained knowledge during the coufgbeir examination of such
financial statements of any Default (which certifie may be limited to the extent required by actiogrrules or guidelines);

(e) promptly after the same become publicly availabtgies of all periodic and other reports, proxyestents and
other materials filed by the Borrower or any Sulasigdwith the Securities and Exchange Commissiomny Governmental
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Authority succeeding to any or all of the functimfsaid Commission, or with any national secusiichange, or distributed by the
Borrower to its shareholders generally, as the nesebe; and

(H  promptly following any request therefor, such otimformation regarding the operations, businesaiaffand
financial condition of the Borrower or any Subsiglicor compliance with the terms of this Agreemexstthe Administrative Agent or a
Lender may reasonably request; provitleat any request by a Lender for any informatiorspant to this clause (f) shall be made
through the Administrative Agent.

Any financial statement, report, proxy statemendttyer material required to be delivered pursuamdduse (a), (b) or (e) of this Section
shall be deemed to have been furnished to the Adirative Agent and each Lender on the date tleBtirrower notifies the
Administrative Agent that such financial statemeeport, proxy statement or other material is pibste the Securities and Exchange
Commission’s website at www.sec.gopprovidedthat the Administrative Agent will promptly inforthe Lenders of any such notificati
by the Borrower; provideturtherthat, the Borrower will furnish paper copies of lsdimancial statement, report, proxy statement or
material to the Administrative Agent or any Lentieat requests, by notice to the Borrower, thaBbeower do so, until the Borrower
receives notice from the Administrative Agent oclsl.ender, as applicable, to cease delivering pager copies.

SECTION 5.02. Notices of Material Events.The Borrower will furnish to the Administrativeg&nt written notice
of any of the following promptly after a Financfafficer or other executive officer of the Borrowsscomes aware thereof:

(@) the occurrence of any Default;

(b) the filing or commencement of any action, suit mgeeding by or before any arbitrator or Governmalent
Authority against or affecting the Borrower or aiffiliate thereof that, if adversely determined, wlth reasonably be expected to result
in a Material Adverse Effect;

(c) the occurrence of any ERISA Event that, alone getioer with any other ERISA Events that have o&xrcould
reasonably be expected to result in liability af Borrower and its Subsidiaries in an aggregateuatexceeding US$100,000,000; and

(d) any other development (except any change in gereamomic conditions) that results in, or woulds@sbly be
expected to result in, a Material Adverse Effect.

Each notice delivered under this Section shalldme@mpanied by a statement of a Financial Officestber executive

officer of the Borrower setting forth the detailstioe event or development requiring such noticg @my action taken or proposed to be
taken with respect thereto.
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SECTION 5.03. Existence; Conduct of BusinessThe Borrower will, and will cause each of itdoSidiaries to, do
or cause to be done all things necessary to presemew and keep in full force and effect its legastence and the rights, licenses,
permits, privileges and franchises material todtveduct of the business of the Borrower and itssilidries on a consolidated basis;
provided that the foregoing shall not prohibit angrger, consolidation, liquidation, dissolutionsate of assets permitted under Sec
6.03.

SECTION 5.04. Payment of Obligations.The Borrower will, and will cause each of its Siglaries to, pay its
obligations, including Tax liabilities, that, if hpaid, would reasonably be expected to resultMaterial Adverse Effect before the
same shall become delinquent or in default, exatagre (a) the validity or amount thereof is beiongtested in good faith by
appropriate proceedings, (b) the Borrower or sugbskliary has set aside on its books adequatevessaiith respect thereto in
accordance with GAAP and (c) the failure to makgnpent pending such contest would not reasonabBxpected to result in a
Material Adverse Effect.

SECTION 5.05. Maintenance of Properties; Insuranc&he Borrower will, and will cause each of its Sidalaries
to, (a) keep and maintain all property materiahi® conduct of their business on a consolidatet lmgood working order and
condition, ordinary wear and tear excepted, andn@intain, with financially sound and reputableuirasice companies (or pursuant to
self-insurance arrangements that are consistehtthdgtse used by other companies that are sim#érthated), insurance in such
amounts and against such risks as are customaailytamed by companies engaged in the same orasitnisinesses operating in the
same or similar locations.

SECTION 5.06. Books and Records; Inspection Right¥he Borrower will, and will cause each of its Sigliaries
to, keep proper books of record and account in vhidl, true and correct entries are made of adlliehgs and transactions in relation to
its business and activities. The Borrower willdavill cause each of its Subsidiaries to, permit sgpresentatives designated by the
Administrative Agent or any Lender, upon reasongoier notice, to visit and inspect its propertissexamine and make extracts from
its books and records, and to discuss its affirances and condition with its officers and indeghent accountants, all during normal
business hours; providddat in the case of any Lender, unless an EveBieddult has occurred and is continuing, the Bormostell
not be required to permit any such visits by suehder or its representatives pursuant to this &eatiore than once during any
calendar year (and the Lenders will exercise reaslerefforts to coordinate such visits throughAleninistrative Agent).

SECTION 5.07. Compliance with Laws. The Borrower will, and will cause each of its Sigliaries to, comply with
all laws, rules, regulations and orders of any Goweental Authority applicable to it or its propergxcept where the failure to do so,
individually or in the aggregate, would not readuipde expected to result in a Material AdversesEiff
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SECTION 5.08. Use of Proceeds.The proceeds of all Loans will be used only fengral corporate purposes,
including acquisitions. No part of the proceedsy Loan will be used, whether directly or indttecfor any purpose that entails a
violation of any of the Regulations of the Boam;luding Regulations U and X.

SECTION 5.09. Principal Domestic SubsidiariesPromptly after any Subsidiary (including any Sdlasy formed
or acquired after the date of execution and dglieéithis Agreement) that is not a Guarantor become®rincipal Domestic Subsidiary,
the Borrower will cause such Subsidiary to entér the Guarantee Agreement and become a Guaranproeided in the Guarantee
Agreement; providethat (a) the foregoing shall not apply to any Skization Subsidiary and (b) this Section shall apply after all
the Guarantees under the Guarantee Agreement kaverbleased and terminated pursuant to Sectitimetdof.

ARTICLE VI

Negative Covenants

Until the Commitments have expired or terminated e principal of and interest on each Loan ahteéak payable
hereunder have been paid in full, the Borrower oamts and agrees with the Lenders that:

SECTION 6.01. Subsidiary IndebtednessThe Borrower will not permit the aggregate prpatiamount of
Indebtedness of its Domestic Subsidiaries (exclydi) any Indebtedness of a Domestic Subsidiarydawehe Borrower or another
Domestic Subsidiary, (b) any Indebtedness of a &uar, so long as its Guarantee under the GuardgeEment remains in effect,
(c) any Indebtedness of a Securitization Subsidizayis included in calculating the Securitizat®mount, (d) any Guarantee by a
Domestic Subsidiary of Indebtedness of a ForeidosiBliary, if the assets of such Domestic Subsidiansist solely of investments in
Foreign Subsidiaries and a de minimis amount ofrofissets and (e) Indebtedness existing as ofahel\@ng Agreement Closing De
and set forth on Schedule 6.01, but including (pkes provided in clause (d) above) any GuarangeeDomestic Subsidiary (other
than a Guarantor) of Indebtedness of any othemRenscluding the Borrower, a Guarantor or a Faredgibsidiary) at any time to
exceed US$200,000,000.

SECTION 6.02. Liens. The Borrower will not, and will not permit any ISsidiary to, create, incur, assume or
permit to exist any Lien on any property or assst mwned or hereafter acquired by it, or assigsetirany income or revenues
(including accounts receivable) or rights in respf@ny thereof, except:

(@) Permitted Encumbrances;

(b) any Lien on any property or asset of the Borrowearty Domestic Subsidiary existing on the Revolving
Agreement Closing Date; providéuht (i) such Lien shall not apply to any otherpauy or asset of the Borrower or any Subsidiay an
(i) such Lien shall secure only those obligatisrigch it secures on the Revolving

[INYCORP:3072687v11:4452W:07/11/--04:02 p]]




39

Agreement Closing Date and refinancings, extensi@mewals and replacements thereof that do nadase the outstanding principal
amount thereof; providefirtherthat, any such Lien securing obligations in exagddS$2,000,000 shall not be permitted under this
clause (b) unless such Lien is set forth in Schedd?2;

(c) any Lien existing on any property or asset priotheacquisition thereof by the Borrower or any Sdiary or
existing on any property or asset of any Personttheomes a Subsidiary after the Revolving Agrear@érsing Date prior to the time
such Person becomes a Subsidiary; provitlati(i) such Lien is not created in contemplatiéior in connection with such acquisition or
such Person becoming a Subsidiary, as the casdedy) such Lien shall not apply to any othergedy or assets of the Borrower or
any Subsidiary and (iii) such Lien shall secureydhbse obligations which it secures on the datsuch acquisition or the date such
Person becomes a Subsidiary, as the case may lext@mgions, renewals and replacements thereoflthadt increase the outstanding
principal amount thereof;

(d) Liens on fixed or capital assets (including equipthacquired, constructed or improved after thedRemng
Agreement Closing Date by the Borrower or any Sdibsy; providedhat (i) such security interests secure Indebteslimesirred to
finance the acquisition, construction or improvetarsuch fixed or capital assets, (ii) such sdgunterests and the Indebtedness
secured thereby are incurred prior to or withird@§s after such acquisition or the completion @ehsconstruction or improvement,
(iii) the Indebtedness secured thereby does naezk®0% of the cost of acquiring, constructinghgprioving such fixed or capital assets
and (iv) such security interests shall not applgrg other property or assets of the Borrower gr@ubsidiary;

(e) Liens securing Capital Lease Obligations arisingafiBale and Lease-Back Transactions; provitiadl (i) such
Sale and Lease-Back Transaction is consummateihviithdays after the purchase by the Borrower Sulasidiary of the property or
assets which are the subject of such Sale and {BsdeTransaction and (ii) such Liens do not at timg encumber any property or
assets other than the property or assets thah@ibject of such Sale and Lease-Back Transaction;

() any Lien on any property or asset of any Subsidiaguring obligations in favor of the Borrower ayather
Subsidiary;

(g) any Lien on any property or asset of any Foreigns&liary securing obligations of any Foreign Suiasid and

(h) Permitted Securitization Transactions, Liens agsimconnection with any Permitted Securitizatioarisaction
and other Liens not otherwise permitted by thedoneg clauses of this Section; provididt the Lien Basket Amount shall not at any
time exceed 15% of the Consolidated Net Tangibkeefssof the Borrower.

SECTION 6.03. Fundamental Changes(a)The Borrower will not, and will not permit a®ubsidiary to, merge in
or consolidate with any other Person, or
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permit any other Person to merge into or consddiddth it, or sell, transfer, lease or otherwisgpdise of (in one transaction or in a se
of transactions) all or substantially all of theets of the Borrower and the Subsidiaries (takemwaBole), or liquidate or dissolve, exc
that, if at the time thereof and immediately afjeting effect thereto no Event of Default shall Banccurred and be continuing and no
Default shall result therefrom (i) any Person magrge into the Borrower in a transaction in whicé Borrower is the surviving
corporation, (ii) any Person may merge with anyssdibry in a transaction in which the survivingignis a Subsidiary, (iii) any
Subsidiary may liquidate or dissolve if the Borrawletermines in good faith that such liquidatiordmsolution is in the best interests of
the Borrower and is not materially disadvantaggoube Lenders and (iv) this Section shall not twestrued to restrict Permitted
Securitization Transactions; providtdht for purposes of this Section 6.03, one or nRefranchising Transactions shall not constitute
the sale, transfer or disposition of all or sub#dly all of the assets of the Borrower and théSdiaries.

(b) A substantial majority of the business engagedyithe Borrower and its Subsidiaries will continoebe
businesses of the type conducted by the BorroweitarSubsidiaries on the Revolving Agreement @igddate and businesses
reasonably related thereto; providbdt the foregoing shall not be construed to reistiie conduct of businesses that are limited to
serving the Borrower and its Subsidiaries and tfesipective franchisees and licensees, such asahtion of Subsidiaries to conduct
insurance or inventory purchasing activities far Borrower and its Subsidiaries and their respedt@nchisees and licensees.

SECTION 6.04. [Intentionally omitted.]

SECTION 6.05. Hedging Agreements.The Borrower will not, and will not permit any v$ Subsidiaries to, enter
into any Hedging Agreement or commodity price pctte agreement or other commodity price hedgimgrayement, other than
Hedging Agreements, commaodity price protection agrents and other commaodity price hedging arrangtmestiered into in the
ordinary course of business to hedge or mitigatesrio which the Borrower or any Subsidiary is esqubin the conduct of its business
or the management of its liabilities.

SECTION 6.06. [Intentionally omitted.]

SECTION 6.07. Transactions with Affiliates. The Borrower will not, and will not permit any b Subsidiaries to,
sell, lease or otherwise transfer any propertyssets to, or purchase, lease or otherwise acquyrpraperty or assets from, or
otherwise engage in any other transactions with,adiits then Affiliates, except (a) in the ordigarourse of business for consideration
and on terms and conditions not less favorableédorrower or such Subsidiary than could be okthion an arm’s-length basis from
unrelated third parties (including pursuant to jai@nture agreements entered into after the Effediate with third parties that are not
Affiliates), (b) transactions between or amongBaogrower and its wholly owned Subsidiaries or betwer among wholly owned
Subsidiaries, in each case not involving any o#tféliate, (c) the Borrower may declare and payidends with respect to its capital
stock payable solely
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in additional shares of its capital stock, (d) B@rower and its Subsidiaries may make Equity Paymim respect of any of their
respective Equity Interests, or pursuant to orcicoadance with stock option plans or employee bepkins for management or
employees of the Borrower and its Subsidiaries(aipthe foregoing shall not prevent the Borroweaiy Subsidiary from performing i
obligations under agreements existing on the Révglkgreement Closing Date between the Borrowearyr of its Subsidiaries and any
joint venture of the Borrower or any of its Subaitis in accordance with the terms of such agreenasnin effect on the Revolvil
Agreement Closing Date or pursuant to amendmenisoalifications to any such agreements that arade¢rse to the interests of the
Lenders.

SECTION 6.08. Issuances of Equity Interests by Principal DomeStibsidiaries. The Borrower will not permit ar
Principal Domestic Subsidiary to issue any addaldiquity Interest in such Principal Domestic Sdizsiy other than (a) to the
Borrower, (b) to another Subsidiary in which the®wer owns, directly or indirectly, a percentageeiest not less than the percent
interest owned in the Principal Domestic Subsidiasying such Equity Interest, (c) any such issedhat does not reduce the
Borrower’s direct or indirect percentage ownershtprest in such Principal Domestic Subsidiary @d)dssuances of Equity Interests
after the Revolving Agreement Closing Date whioh ot otherwise permitted by the foregoing clausdhis Section, providethat
the aggregate consideration received thereforginall consideration paid in connection with alpuechases or redemptions thereof)
does not exceed US$100,000,000 during the periosesiuent to the Revolving Agreement Closing Date.

SECTION 6.09. Leverage Ratio. The Borrower will not permit the Leverage Rattodd any date to exceed 2.75 to
1.0.

SECTION 6.10. Fixed Charge Coverage Ratiolhe Borrower will not permit the Fixed Charge €mge Ratio for
any period of four consecutive fiscal quarters rgdifter the Effective Date to be less than 1.40.60.

SECTION 6.11. Sale and LeasBack Transactions.The Borrower will not, and will not permit any it¢ Domestic
Subsidiaries to, enter into any arrangement, directindirectly, whereby it shall sell or transfemy property, real or personal, used or
useful in its business, whether now owned or haften acquired, and thereafter rent or lease sumbepty or other property that it
intends to use for substantially the same purpogeigposes as the property sold or transferred3alé and LeasBack Transaction),
except (a) any Sale and Lease-Back Transactioruoamgted within 90 days after the purchase by thedBeer or a Domestic
Subsidiary of the property or assets (other thaptasacquired pursuant to any Permitted Acquigitidrich are the subject of such S
and Lease-Back Transaction and (b) other Sale eadd-Back Transactions consummated after the Regohgreement Closing
Date; providedhat any Sale and Lease-Back Transaction perntiteddause (b) above shall be subject to compliavitdethe
limitation set forth in the proviso to clause (f)Section 6.02.
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ARTICLE VII

Events of Default

SECTION 7.01. Events of Default. If any of the following events (* Events of Defat) shall occur:

(@) the Borrower shall fail to pay any principal of dnyan payable by it when and as the same shallrbectue and
payable, whether at the due date thereof or ateafok@d for prepayment thereof or otherwise;

(b) the Borrower shall fail to pay any interest on &an or any fee or any other amount (other thaaraaunt
referred to in clause (&) of this Article) payabieit under this Agreement, when and as the samaklstcome due and payable, and such
failure shall continue unremedied for a periodieé fdays;

(c) any representation or warranty made or deemed inade on behalf of the Borrower or any Subsidiaryi in
connection with this Agreement or any amendmemadification hereof or waiver hereunder, or in aagort, certificate, financial
statement or other document furnished pursuant ito @onnection with this Agreement or any amendnoemmodification hereof or
waiver hereunder, shall prove to have been incbimezny material respect when made or deemed made;

(d) the Borrower shall fail to observe or perform anyenant, condition or agreement contained in Se&i62, 5.03
(with respect to the Borrower’s existence) or 500& Article VI;

(e) the Borrower shall fail to observe or perform aoyenant, condition or agreement contained in tlgjge@ment
(other than those specified in clause (a), (bdiof this Article), and such failure shall conttnunremedied for a period of 30 days after
notice thereof from the Administrative Agent to Berrower (which notice will be given at the requekany Lender);

(H the Borrower or any Subsidiary shall fail to makeg @ayment (whether of principal or interest anghrelless of
amount) in respect of any Material Indebtednesgndnd as the same shall become due and payable;

(g) any event or condition occurs that results in aratévial Indebtedness becoming due prior to its cleel
maturity; providedhat this clause (g) shall not apply to (i) Indelstess that becomes due as a result of the volusddeyor transfer of
property or assets by the Borrower or a Subsidiaiyi) any amount that becomes due under a Hed§grgement as a result of the
termination thereof, other than a termination by ajpplicable counterparty attributable to an ewemiondition that constitutes or is in
nature of an event of default in respect of ther®wer or a Subsidiary;

(h) [Intentionally omitted];
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()  subject to Section 7.02, an involuntary proceedimgll be commenced or an involuntary petition shalfiled
seeking (i) liquidation, reorganization or otheligkin respect of the Borrower or any Subsidiaryite debts, or of a substantial part of its
assets, under any Federal, state or foreign batdyruipsolvency, receivership or similar law nowhareafter in effect or (ii) the
appointment of a receiver, trustee, custodian, estgator, conservator or similar official for therBower or any Subsidiary or for a
substantial part of its assets, and, in any sush,ich proceeding or petition shall continue emiised for 60 days or an order or de
approving or ordering any of the foregoing shalklngered;

() subject to Section 7.02, the Borrower or any Suasidshall (i) voluntarily commence any proceedordile any
petition seeking liquidation, reorganization orethelief under any Federal, state or foreign bapiay, insolvency, receivership or
similar law now or hereafter in effect, (ii) consém the institution of, or fail to contest in aiely and appropriate manner, any
proceeding or petition described in clause (hhif Article, (iii) apply for or consent to the apptment of a receiver, trustee, custodian,
sequestrator, conservator or similar official foe Borrower or any Subsidiary or for a substamt#at of its assets, (iv) file an answer
admitting the material allegations of a petitidedi against it in any such proceeding, (v) makerzegal assignment for the benefit of
creditors or (vi) take any action for the purposeftecting any of the foregoing;

(k)  subjectto Section 7.02, the Borrower or any Suasjcghall become unable, admit in writing its iiligp or fail
generally to pay its debts as they become due;

()  subject to Section 7.02, one or more judgmentsi®payment of money in an aggregate amount inssxok
US$100,000,000 (excluding amounts believed in dadt by the Borrower to be covered by insurancenffinancially sound insurance
companies) shall be rendered against the Borraamgr Subsidiary or any combination thereof and #treesshall remain undischarged
a period of 30 consecutive days during which exenwghall not be effectively stayed, or any acsbiall be legally taken by a judgment
creditor to attach or levy upon any assets of theddver or any Subsidiary to enforce any such jueligim

(m) an ERISA Event shall have occurred that, when ta&gather with all other ERISA Events that haveusoed,
would reasonably be expected to result in a Mdt@daerse Effect;

(n) aChange in Control shall occur; or
(o) any Guarantee by any Guarantor under the Guaragpe=ment shall be determined by a court of conmete
jurisdiction, or shall be asserted by the Borroaea Guarantor, to be unenforceable, or any Guaraihiall fail to observe or perform

material covenant, condition or agreement containgdde Guarantee Agreement; providkdt the foregoing shall not apply with respect
to the termination of any or all the Guaranteesenitide Guarantee Agreement pursuant to Sectiohergdf or Section 9.02(b) hereof;
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then, and in every such event (other than an evigntrespect to the Borrower described in clauser({j) of this Article), and at any tin
thereafter during the continuance of such eveetAtiministrative Agent may, and at the requeshefRequired Lenders shall, by notice
to the Borrower, take any or all of the followingtians, at the same or different times: (i) teratinthe Commitments, and thereupon the
Commitments shall terminate immediately, (ii) deelthe Loans then outstanding to be due and payakbtbole (or in part, in which
case any principal not so declared to be due ayabbtamay thereafter be declared to be due andpgyand thereupon the principal of
the Loans so declared to be due and payable, ®mgeith accrued interest thereon and all fees dhermbligations of the Borrower
accrued hereunder, shall become due and payabledmtaly, without presentment, demand, protestlweranotice of any kind, all of
which are hereby waived by the Borrower, and éijorce its rights under the Guarantee Agreemetuebialf of the Lenders; and in c:
of any event with respect to the Borrower descrilbbedause (i) or (j) of this Article, the Commitmis shall automatically terminate and
the principal of the Loans then outstanding, togethith accrued interest thereon and all fees dindrmbligations of the Borrower
accrued hereunder, shall automatically become ddeayable, without presentment, demand, protesthar notice of any kind, all of
which are hereby waived by the Borrower.

SECTION 7.02. Exclusion of Immaterial SubsidiariesSolely for purposes of determining whether a Ditfaas
occurred under clause (i), (j), (k) or (I) of Secti7.01, any reference in any such clause to anpsifliary” shall be deemed not to
include any Subsidiary affected by any event arusirstance referred to in any such clause thas (@tia Principal Domestic
Subsidiary, (b) does not have consolidated assetsuating for more than 3% of the consolidated tassethe Borrower and its
Subsidiaries, (c) did not, for the most recentgrknf four consecutive fiscal quarters, have cddatéd revenues accounting for more
than 3% of the consolidated revenues of the Borr@amd its Subsidiaries and (d) did not, for the tmesent period of four consecutive
fiscal quarters, have Consolidated EBITDAR in aroant exceeding 3% of the Borrower’'s ConsolidatedTEB\R for such period;
providedthat if it is necessary to exclude more than ones&iiary from clause (i), (j), (k) and (I) of Seanti 7.01 pursuant to this
Section in order to avoid a Default thereundereatlluded Subsidiaries shall be considered todiegie consolidated Subsidiary for
purposes of determining whether the conditionsifipddn clauses (b), (c) and (d) above are saikfi

ARTICLE VIl

The Administrative Agent

Each of the Lenders hereby irrevocably appointsdith@inistrative Agent as its agent and authoribesAdministrative
Agent to take such actions on its behalf and toase such powers as are delegated to the AdnatiigrAgent by the terms of the Loan
Documents, together with such actions and powesaseageasonably incidental thereto.
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The bank serving as the Administrative Agent hedeurshall have the same rights and powers in fiacity as a Lender
as any other Lender and may exercise the sameagtthit were not the Administrative Agent, and sbahk and its Affiliates may
accept deposits from, lend money to and generathage in any kind of business with the Borrowearmy Subsidiary or other Affiliate
thereof as if it were not the Administrative Agéerreunder.

The bank serving as the Administrative Agent shatlhave any duties or obligations except thoseesgty set forth in
the Loan Documents. Without limiting the geneyatif the foregoing, (a) the Administrative Agenafimot be subject to any fiduciary
or other implied duties, regardless of whether gablehas occurred and is continuing, (b) the Adstmtive Agent shall not have any
duty to take any discretionary action or exercisg discretionary powers, except discretionary sgirid powers expressly contemplated
by the Loan Documents that the Administrative Agemequired to exercise in writing by the Requitexhders (or such other number or
percentage of the Lenders as shall be necessaey thacircumstances as provided in Section 9408),(c) except as expressly set forth
in the Loan Documents, the Administrative Agentlishat have any duty to disclose, and shall nolidige for the failure to disclose, a
information relating to the Borrower or any of 8absidiaries that is communicated to or obtainethbybank serving as the
Administrative Agent or any of its Affiliates in grcapacity. The Administrative Agent shall notliable for any action taken or not
taken by it with the consent or at the requeshefRequired Lenders (or such other number or ptagerof the Lenders as shall be
necessary under the circumstances as providecciio86.02) or in the absence of its own grossigegkte or wilful misconduct. The
Administrative Agent shall be deemed not to havevidedge of any Default unless and until writtenicethereof is given to the
Administrative Agent by the Borrower or a Lenderddahe Administrative Agent shall not be resporssior or have any duty to ascert
or inquire into (i) any statement, warranty or eg@ntation made in or in connection with any Loacunent, (ii) the contents of any
certificate, report or other document delivereddhader or in connection therewith, (iii) the penfiance or observance of any of the
covenants, agreements or other terms or condisentorth in any Loan Document, (iv) the validignforceability, effectiveness or
genuineness of any Loan Document or any other aget instrument or document, or (v) the satistectif any condition set forth in
Article IV or elsewhere in any Loan Document, otttean to confirm receipt of items expressly recgiit@ be delivered to the
Administrative Agent.

The Administrative Agent shall be entitled to relyon, and shall not incur any liability for relyingon, any notice,
request, certificate, consent, statement, instrangecument or other writing believed by it to lEngine and to have been signed or sent
by the proper Person. The Administrative Agend afgy rely upon any statement made to it orallipyotelephone and believed by it to
be made by the proper Person, and shall not inguliability for relying thereon. The Administrag Agent may consult with legal
counsel (who may be counsel for a Loan Party),paddent accountants and other experts selectaddrdi shall not be liable for any
action taken or not taken by it in accordance Withadvice of any such counsel, accountants orexpe
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The Administrative Agent may perform any and alduties and exercise its rights and powers birough any one or
more sub-agents appointed by the AdministrativerAg&he Administrative Agent and any such sub-agesy perform any and all its
duties and exercise its rights and powers throbgh tespective Related Parties. The exculpatmyigions of the preceding paragraphs
shall apply to any such sub-agent and to the RER#aties of the Administrative Agent and any ssich-agent, and shall apply to their
respective activities in connection with the symdiien of the credit facility provided for hereinasgll as activities as Administrative
Agent.

Subject to the appointment and acceptance of &ssoc Administrative Agent, as provided in thisgggaph, the
Administrative Agent may resign at any time by fyitig the Lenders and the Borrower. Upon any sesignation, the Required
Lenders shall have the right, with the consenhefBorrower (which consent shall not be unreasgnatihheld, and shall not be
required so long as any Event of Default set fartblause (i) or (j) of Section 7.01 has occurrad & continuing), to appoint a
successor. If no successor shall have been sonappdy the Required Lenders and shall have aedepich appointment within 30 di
after the retiring Administrative Agent gives netiof its resignation, then such retiring Adminisitra Agent may, on behalf of the
Lenders, appoint a successor Administrative Agéritivshall be a bank with an office in New York,WN¥ork, or an Affiliate of any
such bank. Upon the acceptance of its appointeeAidministrative Agent hereunder by a successah successor shall succeed to
become vested with all the rights, powers, privéeg@nd duties of the retiring Administrative Ageamd the retiring Administrative Age
shall be discharged from its duties and obligatiomunder. The fees payable by the Borrowerstacaessor Administrative Agent st
be the same as those payable to its predecesssswotherwise agreed between the Borrower andssuckessor. After the
Administrative Agent’s resignation hereunder, thevisions of this Article and Section 9.03 shalhtioue in effect for the benefit of
such retiring Administrative Agent, its sub-agesutsl their respective Related Parties in respeahgfactions taken or omitted to be
taken by any of them while it was acting as Adntiaisve Agent.

Each Lender acknowledges that it has, independantywithout reliance upon either the Administrathgent or any
other Lender and based on such documents and iafimmas it has deemed appropriate, made its oedit@nalysis and decision to
enter into this Agreement. Each Lender also ackeges that it will, independently and without agice upon either the Administrative
Agent or any other Lender and based on such dodsmaed information as it shall from time to timeedeappropriate, continue to make
its own decisions in taking or not taking actiordanor based upon this Agreement, any other Loacubent or related agreement or
any document furnished hereunder or thereunder.

Each party hereto agrees and acknowledges thatrtheger does not have any duties or responsésliti its capacity as
Arranger hereunder and shall not have, or becomjesito, any liability hereunder in such capacity.
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ARTICLE IX
Miscellaneous

SECTION 9.01. Notices. (a)Except in the case of notices and other conications expressly permitted to be gir
by telephone (and subject to paragraph (b) belallvipotices and other communications provided fneim shall be in writing and sh
be delivered by hand or overnight courier servicailed by certified or registered mail or sent élgtopy, as follows:

(i) if to the Borrower, to it at Yum! Brands, Inc., I®Colonel Sanders Lane, Louisville, KY 40213-1963,
Attention of Tim Jerzyk, Senior Vice President andasurer (Telecopy No. (502) 874-2410);

(i)  if to the Administrative Agent, to JPMorgan ChaseB, N.A., Loan and Agency Services Group, 1111

Fannin, 10" Floor, Houston, TX 77002-6924, Attention of ChefAmnaez (Telecopy No. (713) 750-2782), with a copy t
JPMorgan Chase Bank, N.A., 270 Park Avenue, 4tbri-ldew York, NY 10017, Attention of Barry K. Bergm (Telecopy No.
(212) 270-3279); and

(i)  if to any other Lender, to it at its address (dedepy number) set forth in its Administrative
Questionnaire.

(b) Notices and other communications to the Lendersureter may be delivered or furnished by electronic
communications pursuant to procedures approvetdéndministrative Agent and the Borrower; providbdt the foregoing shall not
apply to notices pursuant to Article Il unless othise agreed by the Administrative Agent, the Bareoand the applicable Lenders. ~
Administrative Agent or the Borrower may, in itsdietion, agree to accept notices and other conwatioins to it hereunder by
electronic communications pursuant to proceduresayed by it; providedhat approval of such procedures may be limitegpkidicular
notices or communications.

(c) Any party hereto may change its address or telecopyber for notices and other communications heteuby
notice to the other parties hereto. All noticed ather communications given to any party heretaccordance with the provisions of t
Agreement shall be deemed to have been given otetieeof receipt.

SECTION 9.02. Waivers; Amendments.(a)No failure or delay by the Administrative Agem any Lender in
exercising any right or power hereunder or undgrather Loan Document shall operate as a waiveedienor shall any single or
partial exercise of any such right or power, or abgndonment or discontinuance of steps to enfarck a right or power, preclude
any other or further exercise thereof or the eserof any other right or power. The rights andeeims of the Administrative Agent
and the Lenders hereunder and under the other Doanments are cumulative and are not exclusivenpfrights or remedies that they
would otherwise have. No waiver of any provisidraoy Loan Document or consent to any departurartyyLoan Party therefrom
shall in any event be effective unless the samk Ishgermitted by
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paragraph (b) of this Section, and then such waiveonsent shall be effective only in the spedif&tance and for the purpose for which
given. Without limiting the generality of the fg@ing, the making of a Loan shall not be constragd waiver of any Default, regardless
of whether the Administrative Agent or any Lendexynnave had notice or knowledge of such Defaithatime.

(b) Neither this Agreement nor any other Loan Docunmemtany provision thereof may be waived, amended or
modified except, in the case of this Agreementspant to an agreement or agreements in writingexhiato by the Borrower and the
Required Lenders or, in the case of any other I@acument, pursuant to an agreement or agreementsting entered into by the
Administrative Agent and the Loan Party or Loantiearthat are parties thereto, in each case wéltdimsent of the Required Lenders;
providedthat no such agreement shall (i) increase the Cemmenit of any Lender without the written consenswéh Lender, (ii) reduce
the principal amount of any Loan or reduce the oda@terest thereon, or reduce any fees payabikeuneer, without the written consent
of each Lender affected thereby, (iii) postponeditigeduled date of payment of the principal amofiany Loan, or any interest thereon,
or any fees payable hereunder, or reduce the anobuwaive or excuse any such payment, or postplezmecheduled date of expiration
of any Commitment, without the written consent afle Lender affected thereby, (iv) change Secti@B8(B) or (c) in a manner that
would alter the pro rata sharing of payments rexglihereby, in each case without the written canseeach Lender, or (v) change any
of the provisions of this Section or the definitioh*Required Lenders” or any other provision ofdroan Document specifying the
number or percentage of Lenders required to waiveand or modify any rights thereunder or make astgrdhination or grant any
consent thereunder, without the written consertach Lender; providefirtherthat, no such agreement shall amend, modify or
otherwise affect the rights or duties of the Adrsiirdtive Agent hereunder without the prior writtmmsent of the Administrative Agent.

(c) If, in connection with any proposed waiver, amendt@ modification of this Agreement or any otheraln
Document or any provision hereof or thereof, thesemt of one or more of the Lenders whose consertjuired is not obtained, then
Borrower shall have the right to replace each sumhiconsenting Lender with one or more assigneesupnt to Section 2.19(b);
providedthat at the time of such replacement, each suégreessconsents to the proposed waiver, amendmenbdification.

SECTION 9.03. Expenses; Indemnity; Damage Waivefa)The Borrower shall pay (i) all reasonable-ofapocket
expenses incurred by the Administrative Agent,Ah@nger and their respective Affiliates, includithge reasonable fees, charges and
disbursements of Cravath, Swaine & Moore LLP, celif the Administrative Agent and the Arrangerconnection with the
syndication of the credit facility provided for leém, the preparation and administration of the LDasuments or any amendments,
modifications or waivers of the provisions theréshether or not the transactions contemplated lysselhereby shall be
consummated) and (ii) all out-of-pocket expensearired by either the Administrative Agent or anyntler, including the fees,
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charges and disbhursements of any counsel for timeidistrative Agent or any Lender, in connectionhwtihe enforcement or protection
its rights in connection with the Loan Documentg|uding its rights under this Section, or in coctin with the Loans made hereunder,
including all such out-of-pocket expenses incudadng any workout, restructuring or negotiationsespect of such Loans.

(b) The Borrower shall indemnify the Administrative Agethe Arranger, each Lender, and each Relatag Bbany
of the foregoing Persons (each such Person bellggl@n “ Indemniteé) against, and hold each Indemnitee harmless feorg,and all
losses, claims, damages, liabilities and relatg@eses, including the fees, charges and disburdsemEany counsel for any Indemnitee,
incurred by or asserted against any Indemnite@angraut of, in connection with, or as a resultiptiie execution or delivery of any Loan
Document or any other agreement or instrument cgpigted hereby, the performance by the partiese¢d.ban Documents of their
respective obligations thereunder or the consunumati the Transactions or any other transactionseroplated hereby, (ii) any Loan or
the use of the proceeds therefrom, (iii) any actualleged presence or Release of Hazardous Mktem or from any property owned
operated by the Borrower or any of its Subsidiaresiny Environmental Liability related in any wimythe Borrower or any of its
Subsidiaries, or (iv) any actual or prospectivanajditigation, investigation or proceeding relafito any of the foregoing, whether based
on contract, tort or any other theory and regasdtgsvhether any Indemnitee is a party theretovigex that such indemnity shall not, as
to any Indemnitee, be available (A) to the extlat such losses, claims, damages, liabilities lateé expenses adetermined by a cou
of competent jurisdiction by final and nonappeaghbdgment to have resulted from the gross negtigen wilful misconduct of such
Indemnitee (it being understood that, for purpaxdhis clause, each of the Arranger, the Admiaiste Agent or a Lender, on the one
hand, and their respective officers, directors, leyges, agents and controlling persons, on the dtdyed, shall be considered to be a
single party seeking indemnification) or (B) wittspect to any amounts paid pursuant to any settieni&de by such Indemnitee with
the consent of the Borrower, which consent shalbeounreasonably withheld.

(c) To the extent that the Borrower fails to pay anyant required to be paid by it to the Administratiékgent under
paragraph (a) or (b) of this Section, each Lendeeally agrees to pay to the Administrative Aganth Lender’'s Applicable Percentage
(determined as of the time that the applicable iomivarsed expense or indemnity payment is sougtgyol unpaid amount; provided
that the unreimbursed expense or indemnified kdasn, damage, liability or related expense, asctise may be, was incurred by or
asserted against the Administrative Agent in ifzacéty as such. Any payment by a Lender hereustagt not relieve the Borrower of
liability in respect thereof.

(d) To the extent permitted by applicable law, the Baer shall not assert, and hereby waives, any dajainst any

Indemnitee, on any theory of liability, for specialdirect, consequential or punitive damages (amseed to direct or actual damages)
arising out of, in connection with, or as a resf)tthis Agreement or any
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agreement or instrument contemplated hereby, theshctions or any Loan or the use of the procdextedf.
(e) All amounts due under this Section shall be paypldenptly after written demand therefor.

SECTION 9.04. Successors and Assignga)The provisions of this Agreement shall be igdipon and inure to
the benefit of the parties hereto and their re$pesticcessors and assigns permitted hereby, ettai) the Borrower may not assi
or otherwise transfer any of its rights or obligag hereunder without the prior written consergadh Lender (and any attempted
assignment or transfer by the Borrower without stmisent shall be null and void) and (i) no Lenahery assign or otherwise transfer
its rights or obligations hereunder except in adaace with this Section. Nothing in this Agreemenxpressed or implied, shall be
construed to confer upon any Person (other thapahiges hereto, their respective successors asignsspermitted hereby, Participants
(to the extent provided in paragraph (c) of thist®a), and to the extent expressly contemplatedie the Related Parties of the
Administrative Agent and the Lenders) any legatguitable right, remedy or claim under or by reasbthis Agreement.

(b) (i) Subject to the conditions set forth in paradréip)(ii) below, any Lender may assign to one orarassignees i
or a portion of its rights and obligations undds thgreement (including all or a portion of its Canitment or Loans at the time owing to
it) with the prior written consent (such consent toobe unreasonably withheld) of:

(A) the Borrower; providethat no consent of the Borrower shall be requitechh assignment to a Lender,
Affiliate of a Lender, an Approved Fund (as defirmdow) with respect to a Lender or, if an EvenbDefault has occurred and is
continuing, any other assignee; and

(B) the Administrative Agent; providethiat no consent of the Administrative Agent shallrbquired for an
assignment to an assignee that is (i) a Lender oiiatedy prior to giving effect to such assignmdii},an Affiliate of any such
Lender or (iii) an Approved Fund with respect talsl.ender.

(i)  Assignments shall be subject to the following add#l conditions:

(A) exceptin the case of an assignment to a Lendan éffiliate of a Lender or an assignment of théren
remaining amount of the assigning Lender’'s Commitinoe Loans, the amount of the Commitment or oatditag principal
amount of the Loans of the assigning Lender sulijeetich such assignment (determined as of thetia#&ssignment and
Assumption with respect to such assignment is dedig to the Administrative Agent) shall not be Igen US$5,000,000 unless
each of the Borrower and the Administrative Agethieowise consent; providdédat no such consent of the Borrower shall be
required if an Event of Default has occurred ancbistinuing;
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(B) each partial assignment shall be made as an assigroha proportionate part of all the assigningdex’s
rights and obligations under this Agreement;

(C) the parties to each assignment shall execute divetid® the Administrative Agent an Assignment and
Assumption, together with a processing and recamddee of US$3,500;

(D) the assignee, if it shall not be a Lender, shdideto the Administrative Agent an Administrative
Questionnaire; and

(E) inthe case of an assignment by a Lender to a GlsQi¢fined below) administered or managed by such
Lender or by an Affiliate of such Lender, the asgig Lender may retain the sole right to approwe @mendment, modification
or waiver of any provision of this Agreement, paetithat the Assignment and Assumption between sucldéresind such CLO
may provide that such Lender will not, without ttensent of such CLO, agree to any amendment, necatin or waiver
described in the first proviso to Section 9.02(tgttaffects such CLO.

For purposes of this Section 9.04(b), the termsptaped Fund” and “CLQO” have the following meanings:

“ Approved Fund’ means, with respect to any Lender, (a) a CLO adstéred or managed by such Lender or an Affiliate
of such Lender and (b) with respect to any Lenkat is a fund which invests in bank loans and sirmaktensions of credit, any other
fund that invests in bank loans and similar extemsiof credit and is managed by the same investatigor as such Lender or by an
Affiliate of such investment advisor.

“ CLO " means any entity (whether a corporation, partmprdrust or otherwise) that is engaged in makmggchasing,
holding or otherwise investing in bank loans amdilsir extensions of credit in the ordinary cour§é@obusiness and is administered or
managed by a Lender or an Affiliate of such Lender.

(i)  Subject to acceptance and recording thereof pursagraragraph (b)(iv) of this Section, from antkaf
the effective date specified in each AssignmentAsslimption the assignee thereunder shall be @ pareto and, to the extent
of the interest assigned by such Assignment andrmagion, have the rights and obligations of a Lendeler this Agreement,
and the assigning Lender thereunder shall, tosxtteneof the interest assigned by such Assignmedtiessumption, be released
from its obligations under this Agreement (andthia case of an Assignment and Assumption covetlrgf the assigning
Lender’s rights and obligations under this Agreetnsach Lender shall cease to be a party hereteHalit continue to be entitled
to the benefits of Sections 2.15, 2.16, 2.17 af8)9. Any assignment or transfer by a Lender ditsgr obligations under this
Agreement that does not comply with this
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Section 9.04 shall be treated for purposes ofAbieement as a sale by such Lender of a participai such
rights and obligations in accordance with paragi@plof this Section.

(iv)  The Administrative Agent, acting for this purposesm agent of the Borrower, shall maintain at drieso
offices a copy of each Assignment and Assumptidiveled to it and a register for the recordationti names and addresses of
the Lenders, and the Commitment or Commitmentartd, principal amount of the Loans owing to, eachdes pursuant to the
terms hereof from time to time (the “ Registgrand shall give prompt written naotice to the Bawer of each Assignment and
Assumption so accepted and recorded. The enirig®iRegister shall be conclusive, and the Borrpthe Administrative
Agent and the Lenders may treat each Person wtaose is recorded in the Register pursuant to timestéiereof as a Lender
hereunder for all purposes of this Agreement, nibist@anding notice to the contrary. The Registail ke available for
inspection by the Borrower and any Lender, at @agonable time and from time to time upon reasenatidr notice.

(v)  Upon its receipt of a duly completed Assignment Asdumption executed by an assigning Lender and ar
assignee, the assignee’s completed Administratives@onnaire (unless the assignee shall alrea@dyllmnder hereunder), the
processing and recordation fee referred to in papdg(b) of this Section and any written consersuch assignment required by
paragraph (b) of this Section, the AdministrativgeAt shall accept such Assignment and Assumptidrirecord the information
contained therein in the Register. No assignmiegit be effective for purposes of this Agreemeriess it has been recorded in
the Register as provided in this paragraph.

(c) (i) Any Lender may, without the consent of the Baver or the Administrative Agent, sell participaitioto one or
more banks or other entities (a “ Participgrit all or a portion of such Lender’s rights aobligations under this Agreement (including
all or a portion of its Commitment or the Loans pgio it); providedhat (A) such Lender’s obligations under this Agneat shall
remain unchanged, (B) such Lender shall remairlyscésponsible to the other parties hereto forpagormance of such obligations and
(C) the Borrower, the Administrative Agent and tiber Lenders shall continue to deal solely andatliy with such Lender in
connection with such Lender’s rights and obligagionder this Agreement. Any agreement or instrurpersuant to which a Lender
sells such a participation shall provide that suehder shall retain the sole right to enforce thar Documents and to approve any
amendment, maodification or waiver of any provisarthe Loan Documents; providéaat such agreement or instrument may provide
that such Lender will not, without the consenttad Participant, agree to any amendment, modifinaifovaiver described in the first
proviso to Section 9.02(b) that affects such Pipditt. Subject to paragraph (c)(ii) of this Seatithe Borrower agrees that each
Participant shall be entitled to the benefits aftiems 2.15, 2.16 and 2.17 to the same extentiawédre a Lender and had acquired its
interest by assignment pursuant to paragraph (thi®Section. To the extent permitted by law heRarticipant also shall be entitled to
the
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benefits of Section 9.08 as though it were a Lenol@vided that such Participant agrees to be sttpeSection 2.18(c) as though it were
a Lender. Each Lender that sells a participatierést in any Loan, Commitment or other interest Participant shall, as agent of the
Borrower solely for the purpose of this Sectiord9.@cord in book entries maintained by such Lemtigemame and the amount of the
participating interest of each Participant entitledeceive payments in respect of such partigigatiterests.

(i) A Participant shall not be entitled to receive gngater payment under Section 2.15 or 2.17 than the
applicable Lender would have been entitled to recwiith respect to the participation sold to suahtiBipant, unless the sale of
the participation to such Participant is made it prior written consent of the Borrower. A Papant that would be a Foreign
Lender if it were a Lender shall not be entitledhe benefits of Section 2.17 unless the Borrowenoiified of the participation
sold to such Participant and such Participant agfee the benefit of the Borrower, to comply wikction 2.17(e) as though it
were a Lender.

(i)  Any Lender may at any time pledge or assign a #gduaterest in all or any portion of its rights der this
Agreement to secure obligations of such Lendetuding any pledge or assignment to secure obligatio a Federal Reserve
Bank, and this Section shall not apply to any suledge or assignment of a security interest; peditat no such pledge or
assignment of a security interest shall releaseraler from any of its obligations hereunder or stilie any such pledgee or
assignee for such Lender as a party hereto.

SECTION 9.05. Survival. All covenants, agreements, representations amantées made by the Loan Parties in
the Loan Documents and in the certificates or oititruments delivered in connection with or purdua this Agreement or any other
Loan Document shall be considered to have beesdralpon by the other parties hereto and shall waithie execution and delivery of
the Loan Documents and the making of any Loangrdbgss of any investigation made by any such qibgy or on its behalf and
notwithstanding that the Administrative Agent oydrender may have had notice or knowledge of anfalleor incorrect
representation or warranty at the time any craeditxitended hereunder, and shall continue in fullf@nd effect as long as the princi
of or any accrued interest on any Loan or any feeng other amount payable under this Agreememtiistanding and unpaid and so
long as the Commitments have not expired or tertethaThe provisions of Sections 2.15, 2.16, 2riid @03 and Article VIl shall
survive and remain in full force and effect regasdl of the consummation of the transactions coritdatphereby, the repayment of
Loans, the expiration or termination of the Comneitits or the termination of this Agreement or argvjgsion hereof.

SECTION 9.06. Counterparts; Integration; Effectivenes3his Agreement may be executed in counterpanid kg
different parties hereto on different counterpamgh of which shall constitute an original, bub&which when taken together shall
constitute a single contract. This Agreement,Gliarantee Agreement and any separate letter agnéemith respect to fees payable
to the Administrative
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Agent constitute the entire contract among theigmrelating to the subject matter hereof and sgur any and all previous agreements
and understandings, oral or written, relating ®shbbject matter hereof. Except as provided ini@ed.01, this Agreement shall beco
effective when it shall have been executed by timiiistrative Agent and when the Administrative Agshall have received
counterparts hereof which, when taken together, theasignatures of each of the other parties beeaetd thereafter shall be binding u
and inure to the benefit of the parties heretotaeit respective successors and assigns. Delofeap executed counterpart of a signe
page of this Agreement by telecopy shall be efiectis delivery of a manually executed counterpfatiis Agreement.

SECTION 9.07. Severability. Any provision of this Agreement held to be indalilegal or unenforceable in any
jurisdiction shall, as to such jurisdiction, beffeetive to the extent of such invalidity, illegglior unenforceability without affecting t
validity, legality and enforceability of the remaig provisions hereof; and the invalidity of a jpeutar provision in a particular
jurisdiction shall not invalidate such provisionany other jurisdiction.

SECTION 9.08. Right of Setoff. If an Event of Default shall have occurred anabetinuing, each Lender and
each of its Affiliates is hereby authorized at &éinye and from time to time, to the fullest exteetmitted by law, to set off and apply
any and all deposits (general or special, timeemnahd, provisional or final) at any time held atiteo obligations at any time owing
such Lender or Affiliate to or for the credit oethccount of the Borrower against any of and allabligations of the Borrower now or
hereafter existing under this Agreement held byadiender, irrespective of whether or not such Lerséi@ll have made any demand
under this Agreement, but only to the extent sudligations are then due and payable. The rightsach Lender under this Section
in addition to other rights and remedies (includiriger rights of setoff) which such Lender may have

SECTION 9.09. Governing Law; Jurisdiction; Consent to Servicéafcess. (a)This Agreement shall be construed
in accordance with and governed by the law of tfa¢eSof New York.

(b) The Borrower hereby irrevocably and unconditionallypmits, for itself and its property, to the notlezive
jurisdiction of the Supreme Court of the State efANYork sitting in New York County and of the UnidtStates District Court of tf
Southern District of New York, and any appellatertdrom any thereof, in any action or proceedingiag out of or relating to any Lo
Document, or for recognition or enforcement of ardgment, and each of the parties hereto herebydaably and unconditionally
agrees that all claims in respect of any such aaigroceeding may be heard and determined in NeghYork State or, to the extent
permitted by law, in such Federal court. Eacthefparties hereto agrees that a final judgmenmynsach action or proceeding shall be
conclusive and may be enforced in other jurisditdiby suit on the judgment or in any other manmevided by law. Nothing in this
Agreement or any other Loan Document shall affagtrigght that the Administrative Agent or any Lendeay otherwise have to bring
any action or proceeding relating to this Agreenwrany
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other Loan Document against the Borrower or itpprbes in the courts of any jurisdiction.

(c) The Borrower hereby irrevocably and unconditionalbives, to the fullest extent it may legally arféetively do
S0, any objection which it may now or hereafteréntivthe laying of venue of any suit, action orgaeeding arising out of or relating to
this Agreement or any other Loan Document in anyriceeferred to in paragraph (b) of this Secti@ach of the parties hereto hereby
irrevocably waives, to the fullest extent permittgdiaw, the defense of an inconvenient forum torttaintenance of such action or
proceeding in any such court.

(d) Each party to this Agreement irrevocably consemtetvice of process in the manner provided foicestin
Section 9.01. Nothing in this Agreement or anyeothoan Document will affect the right of any pattythis Agreement to serve process
in any other manner permitted by law.

SECTION 9.10. WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL
PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF ORELATING TO THIS AGREEMENT, THE GUARANTEE
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBYMHETHER BASED ON CONTRACT, TORT OR ANY
OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THANO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY
OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERW|SHAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOINWAIVER AND (B) ACKNOWLEDGES THAT IT AND THE
OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INDTTHIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTON.

SECTION 9.11. Headings. Article and Section headings and the Table oft€@uis used herein are for convenience
of reference only, are not part of this Agreement shall not affect the construction of, or be take#o consideration in interpreting,
this Agreement.

SECTION 9.12. Confidentiality. Each of the Administrative Agent and the Lendegeees to maintain the
confidentiality of the Information (as defined belp except that Information may be disclosed (ajg@nd its Affiliates’ directors,
officers, employees and agents, including accousitéegal counsel and other advisors (it being wstded that the Persons to whom ¢
disclosure is made will be informed of the confiti@mnature of such Information and instructed éejx such Information confidential),
(b) to the extent requested by any regulatory aithdc) to the extent required by applicable $awr regulations or by any subpoena or
similar legal process (subject to the last senteftiis paragraph), (d) to any other party to thigeement, (e) in connection with the
exercise of any remedies hereunder or any suigraot proceeding relating to this Agreement or ather Loan Document or the
enforcement of
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rights hereunder or thereunder, (f) subject togre@ment containing provisions substantially theesas those of this Section, to (i) any
assignee of or Participant in, or any prospectaggmnee of or Participant in, any of its right®bligations under this Agreement or

(i) any actual or prospective counterparty (oraitlvisors) to any swap or derivative transactidatirey to the Borrower and its
obligations, (g) with the consent of the Borrowe(lp to the extent such Information (i) becomebljuly available other than as a result
of a breach of this Section or (i) becomes avédlab the Administrative Agent or any Lender oncaconfidential basis from a source
other than the Borrower. For the purposes of$leistion, “ Informatiori means all information received from the Borrowelating to

the Borrower or its business, other than any saftirmation that is available to the Administratikgent or any Lender on a
nonconfidential basis prior to disclosure by therBaer. Any Person required to maintain the caarfighlity of Information as provided
in this Section shall be considered to have cordpligh its obligation to do so if such Person heasreised the same degree of care to
maintain the confidentiality of such Informationsagh Person would accord to its own confidentitdrimation. If any Lender receives
any subpoena or similar legal process referred tdause (c) above, such Lender will endeavohéoeixtent practicable, to notify the
Borrower and afford the Borrower an opportunitchallenge the same before disclosing any confidemtiormation pursuant thereto.

SECTION 9.13. Interest Rate Limitation.Notwithstanding anything herein to the contrédirat any time the interest
rate applicable to any Loan, together with all fedmsarges and other amounts which are treatedergdt on such Loan under applicable
law (collectively the “ Chargey, shall exceed the maximum lawful rate (the “ NMdamm Rat€e’) which may be contracted for, charged,
taken, received or reserved by the Lender holdiregp $0an in accordance with applicable law, the rdtinterest payable in respect of
such Loan hereunder, together with all Chargesigaya respect thereof, shall be limited to the Maxn Rate and, to the extent lawful,
the interest and Charges that would have been fmyakespect of such Loan but were not payabke @sult of the operation of this
Section shall be cumulated and the interest andg@ébaayable to such Lender in respect of othens oa periods shall be increased |
not above the Maximum Rate therefor) until such glated amount, together with interest thereonatbderal Funds Effective Rate to
the date of repayment, shall have been receiveibly Lender.

SECTION 9.14. USA Patriot Act. Each Lender hereby notifies the Borrower thaspant to the requirements of the
USA Patriot Act (Title Il of Pub. L. 107-56 (sigdénto law October 26, 2001)), (the “ Abt it is required to obtain, verify and record
information that identifies the Borrower, whichadnfation includes the name and address of the Bemrand other information that w
allow such Lender to identify the Borrower in actamce with the Act.
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed by their respect
authorized officers as of the day and year firstvabwritten.

YUM! BRANDS, INC.,
by

Name: R. Scott Too
Title: Vice President and Associ:
General Counsi
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JPMORGAN CHASE BANK, N.A.
individually and as
Administrative Agent

by

Name:
Title:

[Signature Page to the Credit Agreement]




LENDERS UNDER THE CREDIT AGREEMENT

SIGNATURE PAGE TO CREDIT AGREEMENT DATED AS OF _
2008, AMONG YUM! BRANDS, INC., THE LENDERS PARTY TERETO, AND
JPMORGAN CHASE BANK, N.A., AS ADMINISTRATIVE AGENT.

Name of Institution

by
Name:
Title:

by
Name:
Title:
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INITIAL GUARANTORS

Subsidiary (Jurisdiction of Incorporation)

A&W Restaurants, Inc. (Michigan)

Kentucky Fried Chicken International Holdings, I{Delaware)
KFC Corporation (Delaware)

KFC Holding Co. (Delaware)

KFC U.S. Properties, Inc. (Delaware)

LJS Restaurants, Inc. (Delaware)

Long John Silver’s, Inc. (Delaware)

Pizza Hut, Inc. (California)

Pizza Hut International, LLC (Delaware)

Pizza Hut of America, Inc. (Delaware)

Taco Bell Corp. (California)

Taco Bell of America, Inc. (Delaware)

YGR America, Inc. (Delaware)

Yorkshire Global Restaurants, Inc. (Maryland)

Yum! Restaurants International Holdings, Ltd. (Qedae)
Yum Restaurant Services Group, Inc. (Delaware)
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COMMITMENTS

SCHEDULE 2.0.
To Credit Agreemel

Lenders

Commitments

JPMorgan Chase Bank, N.

US$40,000,00

Bank of America, N.A

US$40,000,00

Banco Bilbao Vizcaya Argentaria, S.

US$30,000,00

Cooperatieve Centrale Raiffeis&oerenleenbank B.A. "Rabobank Nederlal
New York Branct

US$30,000,00

Fifth Third Bank

US$30,000,00

HSBC Bank USA, N.A

US$30,000,00

The Royal Bank of Scotland PL

US$30,000,00

U.S. Bank, National Associatic

US$30,000,00

Branch Banking & Trust Compar

US$20,000,00

SunTrust Banks, Inc

US$20,000,00

U.S. AgBank, FCE

US$20,000,00

\Wells Fargo Bank, N.A

US$20,000,00

The Bank of Nova Scoti

US$15,000,00

National City Bank, N.A

US$10,000,00

The Northern Trust Compat

US$10,000,00

Total

US$375,000,0¢
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SCHEDULE 3.0
To Credit Agreemel

DISCLOSED MATTERS

1. The matters described in Borrowdrsual Report on Form 10-K for the fiscal year esh@=cember 29, 2007 under the
captions “ltem 3 — Legal Proceedings” and in “N®Be— Guarantees, Commitments and ContingencigieilNotes to
Consolidated Financial Statements under “ltem &arkeial Statements and Supplementary Data.”

2. The matters described in Borrow&tsarterly Report on Form 10-Q for the quarterlyipetiended March 22, 2008 under the

captions “Part Il — Item 1 —Legal Proceedings” @Ndte 13 — Guarantees, Commitments and Contingshighe Notes to
Condensed Consolidated Financial Statements uidet I'— Item 1 — Financial Statements.”
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SCHEDULE 3.1.
To Credit Agreemel

DISCLOSURE

None.
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SCHEDULE 6.0.
To Credit Agreemel

EXISTING INDEBTEDNESS

1. Indebtedness of Domestic Subsididrigates to Capital Lease Obligations) as of Noven® 2007 : US$98,175,000.
2. Aircraft lease obligation of KFC U.S. Propertias;. (lessee) to Caremark Aviation, LLC (sublessc

*As of the Revolving Agreement Closing Date, théuna of the lease and accounting treatment fordbiigjation (i.e., whether it is an
operating lease or a Capital Lease Obligation) stildeing determined. Since the Revolving AgreeiClosing Date, this obligation
has been determined to be a Capital Lease Obligatid was in the amount of approximately US$51@@®as of the Revolving
Agreement Closing Date.

me
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SCHEDULE 6.0:
To Credit Agreemel

EXISTING LIENS

1. Liens created and existing pursuant tcstie-leaseback agreements, Master Lease Agreearehtglated agreements entered
into by certainsubsidiaries of the Borrower anddencing the following sale-leasebacktransactions:

Original Transaction Lessor Lessee
Date
April 30, 2003 GE Capital Franchise Finance Corporation, [KFC U.S. Properties, Inc.
successor in interest to FFCA Acquisition
Corporation
April 30, 2003 LoJon Property Il LLC KFC U.S. Properties, Inc.
Amended August 15, 2003
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Exhibit 1£

Acknowledgement of Independent Registered Public Aounting Firm

The Board of Directors
YUM! Brands, Inc.:

We hereby acknowledge our awareness of the userotport dated July 22, 2008, included within @uarterly Report on Form 1Q-of
YUM! Brands, Inc. for the twelve and twentgur weeks ended June 14, 2008, and incorporatedefgrence in the followir

Registration Statements:

Description
Form S-3 and <-3/A

Debt Securitie!
YUM! Direct Stock Purchase Progre
$2,000,000,000 Debt Securiti

Form S-8s

YUM! Restaurants Puerto Rico, Inc. S-Up Plan

Restaurant Deferred Compensation F

Executive Income Deferral Progre

YUM! Long-Term Incentive Pla

SharePower Stock Option PI

YUM! Brand 401(k) Plar

YUM! Brands, Inc. Restaurant General Mana
Stock Option Pla

YUM! Brands, Inc. Lon-Term Incentive Pla

Registration Statement Number

335-133097
335-46242
33542969

33&-85069

33&-36877, 33-32050

335-36955

335-36895, 33-85073, 33-32046
335-36961

335-36893, 33-32048, 33-109300

335-64547
33E-32052, 33-109299

Pursuant to Rule 436(c) under the Securities AGt933 (the “Act”),such report is not considered part of a registnegiatement prepar
or certified by an independent registered publicoaating firm, or a report prepared or certified dry independent registered pu

accounting firm within the meaning of Sections @ 41 of the Act.

/s KPMG LLP
Louisville, Kentucky
July 22, 2008



Exhibit 31.1
CERTIFICATION
I, David C. Novak, certify that:
1. | have reviewed this report on Form-Q of YUM! Brands, Inc.

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistette a material fe
necessary to make the statements made, in ligtiteofircumstances under which such statements macdke, not misleadii
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd,aiher financial information included in this repdairly present in a
material respects the financial condition, resoltsoperations and cash flows of the registrantofisand for, the periol
presented in this repo

4, The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contawild procedurt
(as defined in Exchange Act Rules 13a-15(e) and-1B{d)) and internal control over financial repagtifas defined i
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

@) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tbesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made kno
to us by others within those entities, particulatlying the period in which this report is beingpeared

(b) designed such internal control over financial répgr or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in atauce with generally accepted accounting princjj

(c) evaluated the effectiveness of the registeadisclosure controls and procedures and presaémtdds report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period covsyreldis report based on st
evaluation; an

(d) disclosed in this report any change in the regissdnternal control over financial reporting tra@dcurred during the registrast’
most recent fiscal quarter (the registrarfurth fiscal quarter in the case of an annuabmg that has materially affected, o
reasonably likely to materially affect, the regist’ s internal control over financial reporting; &

5. The registrar's other certifying officer and | have disclosedsdxh on our most recent evaluation of internal cbnawve!
financial reporting, to the registrant’'s auditonsdathe audit committee of the registrantoard of directors (or perse
performing the equivalent functior

@) all significant deficiencies and material weaknessethe design or operation of internal controtofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refiagincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdatn the registra’s

internal control over financial reportin

Date:  July 22, 2008 /s/ David C. Noval
Chairman, Chief Executive Officer and Presid




Exhibit 31.Z
CERTIFICATION
I, Richard T. Carucci, certify that:
1. | have reviewed this report on Form-Q of YUM! Brands, Inc.

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistette a material fe
necessary to make the statements made, in ligtiteofircumstances under which such statements macdke, not misleadii
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd,aiher financial information included in this repdairly present in a
material respects the financial condition, resoltsoperations and cash flows of the registrantofisand for, the periol
presented in this repo

4, The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contawild procedurt
(as defined in Exchange Act Rules 13a-15(e) and-1B{d)) and internal control over financial repagtifas defined i
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

@) designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tbesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made kno
to us by others within those entities, particulatlying the period in which this report is beingpeared

(b) designed such internal control over financial répgr or caused such internal control over finahoégorting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in atauce with generally accepted accounting princjj

(c) evaluated the effectiveness of the registeadisclosure controls and procedures and presaémtdds report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period covsyreldis report based on st
evaluation; an

(d) disclosed in this report any change in the regissdnternal control over financial reporting tra@dcurred during the registrast’
most recent fiscal quarter (the registrarfurth fiscal quarter in the case of an annuabmg that has materially affected, o
reasonably likely to materially affect, the regist’ s internal control over financial reporting; &

5. The registrar's other certifying officer and | have disclosedsdxh on our most recent evaluation of internal cbnawve!
financial reporting, to the registrant’'s auditonsdathe audit committee of the registrantoard of directors (or perse
performing the equivalent functior

@) all significant deficiencies and material weaknessethe design or operation of internal controtofinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and refiagincial information
and

(b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdatn the registra’s

internal control over financial reportin

Date:  July 22, 2008 /s/ Richard T. Caruct
Chief Financial Office




Exhibit 32.1

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

In connection with the Quarterly Report of YUM! Bids, Inc. (the “Company”) on Form XD-for the quarter ended June
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Periodic Repoit’RPavid C. Novak, Chairma
Chief Executive Officer and President of the Compaertify, pursuant to 18 U.S.C. Section 1350adspted pursuant to Section 90!
the Sarbanes-Oxley Act of 2002, that:

1. the Periodic Report fully complies with the reqoments of Section 13(a) or 15(d) of the Securiti#sHange Act of 193
and

2. the information contained in the Periodic Repoitlfgpresents, in all material respects, the firahcondition and results
operations of the Compar

Date: July 22, 2008 /s/ David C. Noval
Chairman, Chief Executive Officer and Presid

A signed original of this written statement reqdit®y Section 906 has been provided to YUM! Bramuis, and will be retained by YU
Brands, Inc. and furnished to the Securities anchBrge Commission or its staff upon request.



Exhibit 32.2

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

In connection with the Quarterly Report of YUM! Bids, Inc. (the “Company”) on Form XD-for the quarter ended June
2008, as filed with the Securities and Exchange @@msion on the date hereof (the “Periodic Repoit”Richard T. Carucci, Chi

Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuaBettion 906 of the Sarban@sdey
Act of 2002, that:

1. the Periodic Report fully complies with the requients of Section 13(a) or 15(d) of the Securitigshange Act of 193
and

2. the information contained in the Periodic Repoitlfgresents, in all material respects, the finahcondition and resul
of operations of the Compar

Date: July 22, 2008 /sl Richard T. Caruct
Chief Financial Office

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



