UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-K

[v ] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 for the fiscal year ended December 25, 2

OR
[1] 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

North Caroline 133951308
(State or other jurisdiction « (I.LR.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
Securities registered pursuant to Section 12(bhefAct

Title of Each Class Name of Each Exchange on Which Registere
Common Stock, no par val New York Stock Exchang

Securities registered pursuant to Section 12(ghefct:
None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 40508 #turities Act. Yesv No__
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®aecl5(d) of the Act. Yes No v

Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sewti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssiobrter period that the registrant was requirefilécssuch reports), and (2) has been subje
such filing requirements for the past 90 days. Yés No

Indicate by check mark whether the registrant hdmsrtted electronically and posted on its corpokstebsite, if any, every Interactive D
File required to be submitted and posted pursuaRuie 405 of Regulation B-during the preceding 12 months (or for such glrqeeriod that tr
registrant was required to submit and post suels)ilyes v No__

Indicate by check mark if disclosure of delinquéifers pursuant to Item 405 of RegulationKSis not contained herein, and will not
contained, to the best of registrant’s knowledgejdfinitive proxy or information statements incorgted by reference in Part 11l of this Form KO-
or any amendment to this Form 10-K/]

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axxcelerated filer or a smaller repori
company. See definitions of “large accelerated’fifaccelerated filer” and “smaller reporting coargy” in Rule 12b2 of the Exchange Act (Che
one): Large accelerated filer:V[] Accelerated filer: [ ] Non-accelerated filef:] Smaller reporting company: [ ]

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExgfe Act). Yes No_V




The aggregate market value of the voting stock ¢visionsists solely of shares of Common Stock) bgldonaffiliates of the registrant as
June 12, 2010 computed by reference to the clgwiicg of the registrard’ Common Stock on the New York Stock Exchange Caitppdape o
such date was $19,523,128,21I executive officers and directors of the registr have been deemed, solely for the purpose ofottegoing
calculation, to be “affiliates” of the registranthe number of shares outstanding of the regissabommon Stock as of February 9, 2011
467,446,794 shares.

Documents Incorporated by Reference

Portions of the definitive proxy statement furnidhie shareholders of the registrant in connectigh the annual meeting of shareholders to be
held on May 19, 2011 are incorporated by referemePart Il1.




Forward-Looking Statements

From time to time, in both written reports and stdtements, we present “forward-looking stateniewtthin the meaning of Section 27A of
Securities Act of 1933, as amended, and Section &lthe Securities Exchange Act of 1934, as amendléd intend such forwarkboking
statements to be covered by the safe harbor pom&sif the Private Securities Litigation Reform A€t1995, and we are including this stater
for purposes of complying with those safe harbovsions.

Forwardlooking statements can be identified by the faat they do not relate strictly to historical or @nt facts. These statements often inc
words such as “may,” “will,” “estimate,” “intend,"seek,” “expect,” “project,” “anticipate,” “believ “plan” or other similar terminology. The
forwarddooking statements are based on current expecsatind assumptions and upon data available atrtteedf the statements and are ne
predictions nor guarantees of future events ounistances. The forwaldeking statements are subject to risks and uniogiga, which may cau
actual results to differ materially. Important ias that could cause actual results and evertfar materially from our expectations and forward
looking statements include (i) the risks and uraieties described in the Risk Factors includedant P, Item 1A of this Form 16 and (i) the
factors described in ManagemenDiscussion and Analysis of Financial Conditiod &esults of Operations included in Part Il, Iterof This Forn
10-K. You should not place undue reliance on fodaAleoking statements, which speak only as of the Hateof. In making these statements

are not undertaking to address or update any aisorf set forth herein in future filings or commeations regarding our business results.




PART |
ltem 1. Business.

YUM! Brands, Inc. (referred to herein as “YUM”, tHRegistrant” or the “Company”)was incorporated under the laws of the state ofth
Carolina in 1997. The principal executive offioglsYUM are located at 1441 Gardiner Lane, LouisvilKkentucky 40213, and the teleph
number at that location is (502) 874-8300.

YUM, together with its subsidiaries, is referredniahis Form 10-K annual report (“Form 10-K”) &etCompany. The terms “we,” “us” and “our”
are also used in the Form 10-K to refer to the Camgp Throughout this Form 10-K, the terms “resaats,” “stores” and “units’are use
interchangeably.

This Form 10-K should be read in conjunction whk Forward-Looking Statements on page 2 and theRistors set forth in Item 1A.
(@) General Development of Busines

In January 1997, PepsiCo announced its decisi@piteoff its restaurant businesses to shareholeen independent public company (the “Spin-
off”). Effective October 6, 1997, PepsiCo disposed ofdgaurant businesses by distributing all of thistanding shares of Common Stocl
YUM to its shareholders. On May 16, 2002, follogrireceipt of shareholder approval, the Company gbarits name from TRICON Glot
Restaurants, Inc. to YUM! Brands, Inc.

(b) Financial Information about Operating Segments

YUM consists of six operating segments: KFC-UBzza Hut-U.S., Taco Bell-U.S., Long John Silvgf’eJS”)-U.S. and A&W All Americal
Food Restaurants (“A&W")-U.S., YUM Restaurants htional (“YRI” or “International Division”) and YM Restaurants China Chine
Division”). For financial reporting purposes, management censithe four U.S. operating segments to be siraifal, therefore, has aggreg:
them into a single reportable operating segment ). At the beginning of 2010 we began reporting infdiiova for our Thailand and KF
Taiwan businesses within our International Divisama result of changes to our management repastingture. These businesses now repc
the President of YRI, whereas previously they reggbito the President of the China Division. Whilés reporting change did not impact
consolidated results, segment information for gresiyears has been restated to be consistentheittutrent year presentation throughout the |
10-K. The China Division includes only mainland izh (“China”) and the International Division includes the remaindf our internation
operations.

Operating segment information for the years endedeimber 25, 2010, December 26, 2009 and Decemb@0@8 for the Company is includec
Management’s Discussion and Analysis of Financ@ahdition and Results of Operations (“MD&AIR) Part Il, Item 7, pages 25 through 59 an
the related Consolidated Financial Statements aoithdtes in Part Il, Item 8, pages 61 through 124.

(c) Narrative Description of Business
General

YUM is the world’s largest quick service restauréi@SR”) company based on number of system units, with rtiae 37,000 units in more tF
110 countries and territories. Through the fiveaapts of KFC, Pizza Hut, Taco Bell, LJS and A&We(t‘Concepts”)the Company develog
operates, franchises and licenses a worldwide rsyste restaurants which prepare, package and setleau of competitively priced fo
items. Units are operated by a Concept or by ieddent franchisees or licensees under the terrfrarathise or license agreements. Franch
can range in size from individuals owning just amé to large publicly traded companies. In adudfifithe Company owns namontrolling interest
in entities in China who operate similar to frarsgds of KFC and a namentrolling interest in Little Sheep, a Hot Pot cept headquartered
Hong Kong.




At year end 2010, we had approximately 20,000 syststaurants in the U.S. and recorded revenu&d.afbillion and Operating Profit of $6
million during 2010. The International Divisionased in Dallas, Texas, comprises approximatelyQ4gystem restaurants, primarily KFCs
Pizza Huts, operating in over 110 countries outgli® U.S. In 2010 YRI recorded revenues of $3lliobi and Operating Profit of $5i
million. The China Division, based in Shanghai,r@h comprises approximately 4,000 system restésiianChina, primarily KFCs and Piz
Huts. In 2010, the China Division recorded revenoie$4.1 billion and Operating Profit of $755 naifi.

Restaurant Concepts

Most restaurants in each Concept offer consumersltility to dine in and/or carry out food. In #duh, Taco Bell, KFC, LJS and A&W offer
drive-thru option in many stores. Pizza Hut offardrivethru option on a much more limited basis. Pizza &hd, on a much more limited ba
KFC offer delivery service.

Each Concept has proprietary menu items and eng#saie preparation of food with high quality irdjests, as well as unique recipes and sp
seasonings to provide appealing, tasty and attafdiod at competitive prices.

The franchise program of the Company is designeassure consistency and quality, and the Compasglétive in granting franchises. Un
standard franchise agreements, franchisees suppliat—initially by paying a franchise fee to YUM, purclivag or leasing the land, building &
equipment and purchasing signs, seating, inverstaiel supplies and, over the longer term, by reiivg in the business. Franchisees
contribute to the Company'’s revenues through tlyengat of royalties based on a percentage of sales.

The Company believes that it is important to mamtirong and open relationships with its franchssand their representatives. To this enc
Company invests a significant amount of time wogkimith the franchisee community and their represt@re organizations on all aspects of
business, including products, equipment, operatiomarovements and standards and management tesmiq

The Company and its franchisees also operate mauiibunits, primarily in the U.S., where two or maf the Concepts are operated in a s
unit.

Following is a brief description of each concept:
KFC

« KFC was founded in Corbin, Kentucky by Colonel lad D. Sanders, an early developer of the quickicgefood business and a pionee
the restaurant franchise concept. The Colonekptefl his secret blend of 11 herbs and spices éatucky Fried Chicken in 1939 and sig
up his first franchisee in 195

« As of year end 2010, KFC was the leader in the Ohtken QSR segment among companies featurindcemmion-thebone as their prima
product offering, with a 40 percent market shareu¢8e: The NPD Group, Inc.; NPD Foodworld; CREST}hat segment, which is nee
three times that of its closest national compet

« KFC operates in 110 countries and territories thhmut the world. As of year end 2010, KFC had 5,08its in the U.S., and 11,798 u
outside the U.S., including 3,244 units in Chidgproximately 15 percent of the U.S. units and 28cpnt of the non-U.S. units are Concept-
owned.




« Traditional KFC restaurants in the U.S. offer friaald non-fried chicken-on-tHeene products, primarily marketed under the namegir@l
Recipe, Extra Tasty Crispy and Kentucky Grilled ¢kein. Other principal entree items include chickandwiches (including the Snacker
the Twister), KFC Famous Bowls, Colorelrispy Strips, Wings, Popcorn Chicken and sedsoi@hunky Chicken Pot Pies. KFC restaur:
in the U.S. also offer a variety of side items,sas biscuits, mashed potatoes and gravy, coleslam, and potato wedges, as wel
desserts. While many of these products are offergdide of the U.S., international menus are nfooeised on chicken sandwiches
Colonel's Crispy Strips, and include side items that arteduto local preferences and tastes. Restauracordthroughout the world
characterized by the image of the Colol

Pizza Hui

« The first Pizza Hut restaurant was opened in 1858ichita, Kansas, and within a year, the firshfflaise unit was opened. Today, Pizza H
the largest restaurant chain in the world spedrajiin the sale of rearto-eat pizza product:

« As of year end 2010, Pizza Hut was the leaderénUts. pizza QSR segment, with a 14 percent mafiate (Source: The NPD Group, i
NPD Foodworld; CREST) in that segme

o Pizza Hut operates in 95 countries and territatiesughout the world. As of year end 2010, Pizza kad 7,542 units in the U.S., and 5,
units outside of the U.S. Approximately 6 percefnthe U.S. units and 22 percent of the-U.S. units are Conce-owned.

« Pizza Hut features a variety of pizzas, which magiude Pan Pizza, Thim‘Crispy, Hand Tossed, Sicilian, Stuffed Crust, Sted Crus
Sicilian Lasagna Pizza, Cheesy Bites Pizza, TheN&iw Yorker, The Big Italy, The Insider, The ChicaDish, the Natural, Pizza Mia &
4forALL. Each of these pizzas is offered with aisty of different toppings. Pizza Hut now alsden$ a variety of Tuscani Pastas. M
items outside of the U.S. are generally similathose offered in the U.S., though pizza toppings @ten suited to local preferences
tastes. Many Pizza Huts offer chicken wings, iditlg over 3,000 stores offering wings under thentr&/ingStreet, primarily in the U..

Taco Bell

« The first Taco Bell restaurant was opened in 196&ken Bell in Downey, California, and in 1964, tirst Taco Bell franchise was sold. Ti
Bell is based in Irvine, Californii

« As of year end 2010, Taco Bell was the leaderénUts. Mexican QSR segment, with a 52 percent matare (Source: The NPD Group, |
NPD Foodworld; CREST) in that segme

« Taco Bell operates in 21 countries and territotfiesughout the world. As of year end 2010, thereen634 Taco Bell units in the U.S., i
262 units outside of the U.S. Approximately 22geeit of the U.S. units and 1 percent of the-U.S. units are Conce-owned.

« Taco Bell specializes in Mexicastyle food products, including various types ofosdurritos, gorditas, chalupas, quesadillas,itasjusalad:
nachos and other related items. Additionally, pigpry entrée items include Grilled Stuft Burritmsd Border Bowls. Taco Bell units featu
distinctive bell logo on their signag




o The first LIS restaurant opened in 1969 and tlse lfitS franchise unit opened later the same yed. is based in Louisville, Kentucky.

« As of year end 2010, LJS was the leader in the §£8food QSR segment, with a 37 percent marke¢ §Baurce: The NPD Group, Inc.; N
Foodworld; CREST) in that segme

« LJS operates in 4 countries and territories througthe world. As of year end 2010, there were 988 units in the U.S., and 31 units out
the U.S. All singledrand units inside and outside of the U.S. areaipdrby franchisees or licensees. As of year @id,2there were ¢
Concep-owned mult-brand units that included the LJS conc

« LJS features a variety of seafood and chicken itémetuding meals featuring bat-dipped fish, chicken and shrimp, 1-fried salmon, shrim
and tilapia, hushpuppies and portable snack itdmS units typically feature a distinctive seasidetical theme

A&W

« A&W was founded in Lodi, California by Roy Allen if919 and the first A&W franchise unit opened irR89 A&W is based in Louisvilli
Kentucky.

« A&W operates in 9 countries and territories thromugththe world. As of year end 2010, there were 822V units in the U.S., and 317 un
outside the U.S. As of year end 2010, all unitsengperated by franchises

« A&W serves A&W draft Root Beer and a signature A&RWot Beer float, as well as hot dogs and hambur
Restaurant Operations

Through its Concepts, YUM develops, operates, fimss and licenses a worldwide system of both ticadil and nortraditional QSF
restaurants. Traditional units feature dine-inng@ut and, in some instances, drive-thru or dejiveervices. Nortraditional units, which a
typically licensed outlets, include express unitsl &iosks which have a more limited menu and opeiatnontraditional locations like mall
airports, gasoline service stations, convenienceest stadiums, amusement parks and colleges, whiriéscale traditional outlet would not
practical or efficient.

Restaurant management structure varies by ConoeptirsEt size. Generally, each Conceptred restaurant is led by a restaurant generahge
(“RGM"), together with one or more assistant managers, dapgon the operating complexity and sales volufnihe restaurant. In the U.S.,
average restaurant has 25 to 30 employees, whdmationally this figure can be significantly hegtdepending on the location and sales volur
the restaurant. Most of the employees work onratpae basis. Each Concept issues detailed manuhish may then be customized to meet |
regulations and customs, covering all aspectssthueant operations, including food handling aratpct preparation procedures, safety and qt
issues, equipment maintenance, facility standandsagcounting control procedures. The restauramagement teams are responsible for the day-
to-day operation of each unit and for ensuring daampe with operating standards. CHAMP &/hkich stands for Cleanliness, Hospitality, Accur,
Maintenance, Product Quality and Speed of Serviteour proprietary core systemwide program fomireg, measuring and rewarding emplc
performance against key customer measures. CHABIP®ended to align the operating processes okatire system around one set of stand
RGMs’ efforts, including CHAMPS performance measures nanaitored by Area Coaches. Area Coaches typigadisk with approximately six |
twelve restaurants. Various senior operators @sihceptowned restaurants from time to time to help ensuligerence to system standards
mentor restaurant team members.




Supply and Distribution

The Companys Concepts, including Concept units operated bfratschisees, are substantial purchasers of a nuailfeod and paper produc
equipment and other restaurant supplies. The jpéhdiems purchased include chicken, cheese, begfpark products, seafood, paper
packaging materials.

The Company is committed to conducting its busiriasan ethical, legal and socially responsible nesnrAll restaurants, regardless of tl
ownership structure or location, must adhere totsivod quality and safety standards. The gumdsliare translated to local market requiren
and regulations where appropriate and without comfsing the standards. The Company has not exmerieany significant continuous shorte
of supplies, and alternative sources for most e§¢hproducts are generally available. Pricesfpaithese supplies fluctuate. When prices incry
the Concepts may attempt to pass on such incréadlesir customers, although there is no assurtiratehis can be done practically.

U.S. Division. The Company, along with the representatives efGbmpanys KFC, Pizza Hut, Taco Bell, LIS and A&W franchiggeups, ar
members in the Unified FoodService Purchasing CotdyC (the “Unified Co-op”)which was created for the purpose of purchasingain
restaurant products and equipment in the U.S. cbine mission of the Unified Co-op is to provide therest possible sustainable staieiverec
prices for restaurant products and equipment. &hsngement combines the purchasing power of tre€ptowned and franchisee restauran
the U.S. which the Company believes leveragesyhiems scale to drive cost savings and effectivenesisepurchasing function. The Comp.
also believes that the Unified @p has resulted, and should continue to resultldser alignment of interests and a stronger wiatiip with it
franchisee community.

Most food products, paper and packaging supplies,eguipment used in restaurant operations arehditgd to individual restaurant units by tt
party distribution companies. McLane Company, IfiticLane”) is the exclusive distributor for the jodty of items used in Conceptwnec
restaurants in the U.S. and for a substantial nurob&anchisee and licensee stores. The Compatsred into a new agreement with McL
effective January 1, 2011 relating to distributtonConceptwned restaurants in the U.S. This agreement égtémwough December 31, 2016
generally restricts Concept-owned restaurants fisimg alternative distributors in the U.S. for mpsiducts.

International and China DivisionsQOutside of the U.S. we and our franchisees userdelized sourcing and distribution systems iavig) many
different global, regional, and local suppliers atstributors. In China, we work with approximat&00 suppliers and own the entire distribu
system. In our YRI markets we have approximatehQ suppliers, including U.S.-based suppliers ¢ixa@brt to many countries.




Trademarks and Patents

The Company and its Concepts own numerous registeademarks and service marks. The Company ledithat many of these marks, incluc
its Kentucky Fried Chicken®, KFC®, Pizza Hut®, TaBell® and Long John Silver's@arks, have significant value and are materiallpantan
to its business. The Compasypolicy is to pursue registration of its importamarks whenever feasible and to oppose vigorousjyiraringemen
of its marks. The Company also licenses certainVABademarks and service marks (the “A&W Marksijich are owned by A&W Concentri
Company (formerly A&W Brands, Inc.). A&W ConcertgaCompany, which is not affiliated with the Compahas granted the Company
exclusive, worldwide (excluding Canada), perpett@talty-free license (with the right to sublicense) to theeA&W Marks for restaurant service

The use of these marks by franchisees and licerfis@edeen authorized in KFC, Pizza Hut, Taco Bel§ and A&W franchise and licer
agreements. Under current law and with proper theeCompanys rights in its marks can generally last indefigiteThe Company also has cert
patents on restaurant equipment which, while va&jatre not material to its business.

Working Capital

Information about the Comparsy/ivorking capital is included in MD&A in Part litedm 7, pages 25 through 59 and the ConsolidatadrS¢sts ¢
Cash Flows in Part Il, Item 8, page 64.

Customers

The Company’s business is not dependent upon &singtomer or small group of customers.
Seasonal Operations

The Company does not consider its operations &ehsonal to any material degree.

Backlog Orders

Company restaurants have no backlog orders.

Government Contracts

No material portion of the Compg’s business is subject to renegotiation of profitteeamination of contracts or subcontracts at fleetmn of the
U.S. government.

Competition

The retail food industry, in which our Concepts @ate, is made up of supermarkets, supercenterghaase stores, convenience stores, ¢
shops, shack bars, delicatessens and restaunaeitsl{ng the QSR segment), and is intensely cornmpetivith respect to food quality, price, serv
convenience, location and concept. The industwyftesn affected by changes in consumer tastespmedti regional or local economic conditic
currency fluctuations; demographic trends; traffatterns; the type, number and location of compefiiod retailers and products; and dispos
purchasing power. Each of the Concepts competisinternational, national and regional restaudrdins as well as locallgwned restauran
not only for customers, but also for managementlatly personnel, suitable real estate sites amadifepd franchisees. Given the various ty
and vast number of competitors, our Concepts deowstitute a significant portion of the retail ébimdustry in terms of number of system unit
system sales, either on a worldwide or individuatket basis.




Research and Development (“R&D")

The Companys subsidiaries operate R&D facilities in Louisvijlkéentucky (KFC); Dallas, Texas (Pizza Hut and Y,Rind Irvine, California (Tac
Bell) and in several locations outside the U.Sluding Shanghai, China. The Company expensed$idn, $31 million and $34 million in 201
2009 and 2008, respectively, for R&D activitiesofa time to time, independent suppliers also cohdesearch and development activities foi
benefit of the YUM system.

Environmental Matters

The Company is not aware of any federal, stateocallenvironmental laws or regulations that willterally affect its earnings or competit
position, or result in material capital expenditurédowever, the Company cannot predict the effattits operations of possible fut
environmental legislation or regulations. Durir@l@, there were no material capital expendituresfvironmental control facilities and no s
material expenditures are anticipated.

Government Regulation

U.S. Division. The Company and its U.S. Division are subject toous federal, state and local laws affecting itsibess. Each of the Concepts’
restaurants in the U.S. must comply with licensamg regulation by a number of governmental autiessitvhich include health, sanitation, sa
and fire agencies in the state and/or municipatityhich the restaurant is located. In additioacte Concept must comply with various state
federal laws that regulate the franchisor/francahiselationship. To date, no Concept has beenfgignily affected by any difficulty, delay
failure to obtain required licenses or approvals.

The Company and each Concept are also subjectitodleand state laws governing such matters asoympgint and pay practices, overtime,
credits and working conditions. The bulk of thenCepts’employees are paid on an hourly basis at rateteceta the federal and state mininr
wages.

The Company and each Concept are also subjectderdieand state child labor laws which, among othérgs, prohibit the use of cert:
“hazardous equipmently employees younger than 18 years of age. NeitleeCompany nor any Concept has been materiallgradly affecte
by such laws to date.

The Company and each Concept, as applicable, eentonmonitor their facilities for compliance witte Americans with Disabilities Act (“ADA"
in order to conform to its requirements. Under &2A, the Company or the relevant Concept couldrdguired to expend funds to modify
restaurants to better provide service to, or maksanable accommodation for the employment ofpliidgpersons.

International and China Divisions The Companys restaurants outside the U.S. are subject tordtend local laws and regulations which
similar to those affecting U.S. restaurants, intlgdaws and regulations concerning labor, heaiimjtation and safety. The restaurants outsic
U.S. are also subject to tariffs and regulationsirmported commodities and equipment and laws réigglaforeign investment. Internatiol
compliance with environmental requirements hashaat a material adverse effect on the Compmangsults of operations, capital expenditure
competitive position.




Employees

As of year end 2010, the Company and its Concepislayed approximately 378,000 persons, approximadél percent of whom were part-
time. Approximately 17 percent of these employaes employed in the U.S. The Company believes ithptovides working conditions a
compensation that compare favorably with thosésobiiincipal competitors. The majority of emplogese paid on an hourly basis. Some ko8-
employees are subject to labor council relatiorshifat vary due to the diverse cultures in whiol @ompany operates. The Company ar
Concepts consider their employee relations to lwelgo

(d) Financial Information about Geographic Areas

Financial information about our significant geodrapareas (U.S., International Division and Chiniaigdon) is incorporated herein by refere
from Selected Financial Data in Part Il, Item 6g@&3; Managemerst’'Discussion and Analysis of Financial Conditionl &esults of Operatio
(“MD&A") in Part Il, Item 7, pages 25 through 59; and inrilated Consolidated Financial Statements anchédes in Part 1l, Item 8, pages
through 124.

(e) Available Information

The Company makes available through the InvestdatiRas section of its internet website at www.yoam its annual report on Form ¥0-
quarterly reports on Form 10-Q, current report$omm 8K and amendments to those reports filed or furmigh&suant to Section 13(a) or 15(d
the Exchange Act, as soon as reasonably practiedtae electronically filing such material with tt&ecurities and Exchange Commission.
Corporate Governance Principles and our Code ofdGanare also located within this section of thebsite. The reference to the Company’
website address does not constitute incorporatjoreference of the information contained on the siteband should not be considered part of
document. These documents, as well as our SH@diliare available in print to any shareholder wdguests a copy from our Investor Relat
Department.

ltem 1A. Risk Factors.

You should carefully review the risks describedolebs they identify important factors that couldisa our actual results to differ materially fi
our forward-looking statements and historical tend

Food safety and focborne illness concerns may have an adverse effeour business.

Foodborne illnesses, such as E. coli, hepatitis Ahiniasis or salmonella, and food safety issues loaearred in the past, and could occur in
future. Any report or publicity linking us or omé our Concept restaurants, including restaurapesaied by our franchisees, to instances of food-
borne iliness or other food safety issues, inclgdood tampering or contamination, could adversdfgct our Conceptdirands and reputations

well as our revenues and profits. If customergwf Concepts or franchisees become ill from fbodae ilinesses, we and our franchisees
temporarily close some restaurants. In additiestainces of footborne illness, food tampering or food contaminationurring solely at restaura

of competitors could adversely affect our sales agsult of negative publicity about the foodsesvicdustry generally. Fodgerne illness, foc
tampering and food contamination could also be ediy food suppliers or distributors and, as altesould be out of our control. The occurre

of food-borne illnesses or food safety issues could alseradly affect the price and availability of affedtingredients, which could result
disruptions in our supply chain and/or lower masdior us and our franchisees.
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Our China operations subject us to risks that caudgatively affect our business.

A significant and growing portion of our restauraate located in China. As a result, our finan@allts are increasingly dependent on our re
in China, and our business is increasingly expdsedisks there. These risks include changes im@&wic conditions (including wage &
commodity inflation, consumer spending and unemmpleyt levels), tax rates and laws and consumer nerefes, as well as changes in
regulatory environment and increased competitionaddition, our results of operations in China #mel value of our Chinese assets are affect
fluctuations in currency exchange rates, which mdwyersely affect reported earnings. There canob&ssurance as to the future effect of any
changes on our results of operations, financiatlitaom or cash flows.

In addition, any significant or prolonged deteritoa in U.S.China relations could adversely affect our Chinaitess. Certain risks a
uncertainties of doing business in China are soléllgin the control of the Chinese government, @inihese law regulates the scope of our for
investments and business conducted within Chirfeerd are also uncertainties regarding the inteapoet and application of laws and regulati
and the enforceability of intellectual property ammhtract rights in China. If we were unable téoece our intellectual property or contract right
China, our business would be adversely impacted.

Our other foreign operations subject us to riskat tbould negatively affect our business.

A significant portion of our Conceptséstaurants are operated in foreign countries enddries outside of the U.S. and China, and vtend tc
continue expansion of our international operatioAs.a result, our business is increasingly expdeetkks inherent in foreign operations. Tt
risks, which can vary substantially by market, utlg political instability, corruption, social antheic unrest, changes in economic condit
(including wage and commodity inflation, consumeersding and unemployment levels), the regulatoryirenment, tax rates and laws :
consumer preferences as well as changes in thealagivpolicies that govern foreign investment inrtaes where our restaurants are operated.

In addition, our results of operations and the &adfi our foreign assets are affected by fluctuationforeign currency exchange rates, which
adversely affect reported earnings. More spedi§ican increase in the value of the United Stddedlar relative to other currencies, such as
Australian Dollar, the British Pound, the Canadidwllar and the Euro, could have an adverse effacour reported earnings. There can b
assurance as to the future effect of any such @saog our results of operations, financial condito cash flows.

We may not attain our target development goalsaggtessive development could cannibalize existihgss

Our growth strategy depends in large part on oulityalio increase our net restaurant count in megkeutside the United States, espec
China. The successful development of new unitsd@pend in large part on our ability and the &pitif our franchisees to open new restaul
and to operate these restaurants on a profitakie.b¥/e cannot guarantee that we, or our franehjsgill be able to achieve our expansion goe
that new restaurants will be operated profitabifyrther, there is no assurance that any new restawiill produce operating results similar to tr
of our existing restaurants. Other risks whichlddmpact our ability to increase our net restati@unt include prevailing economic conditi
and our, or our franchiseegbility to obtain suitable restaurant locationgairequired permits and approvals in a timely negrand hire and tre
qualified personnel.

Our franchisees also frequently depend upon fimenfriom banks and other financial institutions mder to construct and open new restauran
it becomes more difficult or expensive for our fthisees to obtain financing to develop new restasraur planned growth could slow and
future revenue and cash flows could be adversghaated.

In addition, the new restaurants could impact thless of our existing restaurants nearby. It is ot intention to open new restaurants

materially cannibalize the sales of our existingtaarants. However, as with most growing retaill aestaurant operations, there can b
assurance that sales cannibalization will not ooclrecome more significant in the future as weedase our presence in existing markets over
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Changes in commodity and other operating costsccadersely affect our results of operations.

Any increase in certain commodity prices, suchoasif energy and supply costs, could adversely taff@coperating results. Because our Conc
and their franchisees provide moderately pricedifaur ability to pass along commodity price insesto our customers is limited. Signific
increases in gasoline prices could also result mleerease of customer traffic at our restauranttherimposition of fuel surcharges by «
distributors, each of which could adversely affeat business. Our operating expenses also in@duggoyee wages and benefits and insuri
costs (including workers’ compensation, generdliliig, property and health) which may increaserdime.

Shortages or interruptions in the availability addlivery of food and other supplies may increas#scor reduce revenues.

We are dependent upon third parties to make fragdetiveries of food products and supplies that tmag& specifications at competiti'
prices. Shortages or interruptions in the supplipod items and other supplies to our restauraatdd adversely affect the availability, qualityde
cost of items we buy and the operations of ourateants. Such shortages or disruptions could beechby inclement weather, natural disas
such as floods, drought and hurricanes, increasethdd, problems in production or distribution, iability of our vendors to obtain credit, fo
safety warnings or advisories or the prospect achgpronouncements, or other conditions beyond outrol. A shortage or interruption in t
availability of certain food products or suppliesutd increase costs and limit the availability abgucts critical to restaurant operations.
addition, failure by a principal distributor for o€oncepts and/or our franchisees to meet its sméquirements could lead to a disruptior
service or supply until a new distributor is engigind any disruption could have an adverse effectur business.

Risks associated with the suppliers from whom oodyrcts are sourced and the safety of those pradoould adversely affect our financ
performance

The products sold by our Concepts and their framggtd are sourced from a wide variety of domestit iaternational suppliers. Political a
economic instability in the countries in which fgge suppliers are located, the financial instapitif suppliers, suppliersfailure to meet ou
standards, product quality issues, inflation, atfteofactors relating to the suppliers and the t@em in which they are located are beyond
control. These and other factors affecting oup$iaps and our access to products could adverdidgtaour financial performance.

Concerns regarding the safety of food ingredientgroducts that we source from our suppliers caaldse customers to avoid purchasing ce
products from us. Lost confidence on the partwfaustomers would be difficult and costly to reessh.

Our operating results are closely tied to the ssscef our Concepts’ franchisees.

A significant portion of our revenue consists ofatiies from our franchisees. Because a signifieaudl growing portion of our restaurants are
by franchisees, the success of our business igdnirgly dependent upon the operational and fimamsticcess of our franchisees. While
franchise agreements set forth certain operatistaaldards and guidelines, we have limited contvel dlow our franchiseedusinesses are run, a
any significant inability of our franchisees to ome successfully could adversely affect our opmgaresults through decreased roy:
payments. For example, franchisees may not hasesado the financial or management resourceghbgtneed to open or continue operating
restaurants contemplated by their franchise agretmweith us. In addition, franchisees may not ble o find suitable sites on which to deve
new restaurants or negotiate acceptable lease rchgse terms for the sites, obtain the necessaryifgeand government approvals or m
construction schedules.
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If our franchisees incur too much debt or if ecoimor sales trends deteriorate such that they aable to repay existing debt, it could resu
financial distress, including insolvency or bankuyp If a significant number of our franchiseesdmae financially distressed, our operating re:
could be impacted through reduced or delayed rpysdlyments or increased rent obligations for legmegerties on which we are continge
liable.

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

We are in the process of refranchising restauriantise U.S., which could reduce the percentagearhgany ownership of KFCs, Pizza Huts,
Taco Bells in the U.S. from approximately 15% & #nd of 2010 to approximately 12% by the end df1200ur ability to execute this plan v
depend on, among other things, whether we recaiveffers for these restaurants, whether we aaah fiable and suitable buyers and how qui
we can agree to terms with potential buyers. kditaah, financing for restaurant purchases cangeesive or difficult to obtain. If buyers can
obtain financing at attractive prices — or if theg unable to obtain financing at any price — efranchising program could be delayed.

Once executed, the success of the refranchisingramo will depend on, among other things, buyersatiffely operating these restaurants,
impact of contingent liabilities incurred in contiea with refranchising, and whether the resultiongnership mix of Compangperated ar
franchisee-operated restaurants allows us to medtrmncial objectives. In addition, refranchigiactivity could vary significantly from quarter-to
quarter and year-to-year and that volatility caaighact our reported earnings.

We could be party to litigation that could adveysaffect us by increasing our expenses or subjgatito significant monetary damages and other
remedies.

We are involved in a number of legal proceedingsictvinclude consumer, employment, tort and othiggation. We are currently a defendan
cases containing class action allegations in witiehplaintiffs have brought claims under federal atate wage and hour and other laws. Plai
in these types of lawsuits often seek recoveryeo§ large or indeterminate amounts, and the madaitd the potential loss relating to such laws
may not be accurately estimated. Regardless ofhghany claims against us are valid, or whetheaweeultimately held liable, such litigation n
be expensive to defend and may divert time and snaweay from our operations and hurt our performangéth respect to insured claims
judgment for monetary damages in excess of anyranse coverage could adversely affect our finanmeddition or results of operations. #
adverse publicity resulting from these allegatiorey also adversely affect our reputation, whictuim could adversely affect our results.

In addition, the restaurant industry has been stiltgeclaims that relate to the nutritional contehfood products, as well as claims that the m
and practices of restaurant chains have led tollesity of some customers. We may also be sutgjebis type of claim in the future and, eve
we are not, publicity about these matters (pariduldirected at the quick service and feasual segments of the industry) may harm our atipu
and adversely affect our results.

Health concerns arising from outbreaks of virusestber diseases may have an adverse effect obusiness

Asian and European countries have experienced eakbrof Avian Flu, and some commentators have hggated that further outbreaks cc
occur and reach pandemic levels. Future outbreaktd adversely affect the price and availabilifypoultry and cause customers to eat
chicken. Widespread outbreaks could also affectbility to attract and retain employees.

Furthermore, other viruses such as H1N1 or “swinehay be transmitted through human contact, andiskeof contracting viruses could cal
employees or guests to avoid gathering in publacgd, which could adversely affect restaurant gtreffic or the ability to adequately st
restaurants. We could also be adversely affeftedisdictions in which we have restaurants imposndatory closures, seek voluntary closur
impose restrictions on operations of restauraBien if such measures are not implemented and ws \or other disease does not sp
significantly, the perceived risk of infection dgsificant health risk may affect our business.
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Our success depends substantially on the valugarzkeption of our brands.

Our success is dependent in large part upon olityatd maintain and enhance the value of our bsaadd our customergonnection to ot
brands. Brand value is based in part on consurereptions on a variety of subjective qualities] awen isolated business incidents can ¢
brand value and consumer trust, particularly if ih@dents receive considerable publicity or resullitigation. For example, our brands coulc
damaged by claims or perceptions about the quefitpur products regardless of whether such claimpesceptions are accurate. Const
demand for our products and our brand value coimdnish significantly if any such incidents or othmatters erode consumer confidence in 1
our products, which would likely result in lowedesiand, ultimately, profits.

Our business may be adversely impacted by geneoaloenic conditions.

Our results of operations are dependent upon disoery spending by consumers, which may be affebtegeneral economic conditions glob
or in one or more of the markets we serve. Somtheffactors that impact discretionary consumengjmg include unemployment, dispos:
income and consumer confidence. These and otheroewonomic factors could have an adverse effeciown sales mix, profitability
development plans, which could harm our financ@adition and operating results.

The impact of potentially limited credit availalylion third party vendors such as our suppliersiotibe predicted. The inability of our supplies
access financing, or the insolvency of suppliessild lead to disruptions in our supply chain whauld adversely impact our sales and finai
condition.

Changes in governmental regulations may adverdé#gtaour business operations.

Our Concepts and their franchisees are subjectiteerous laws and regulations around the world. @staurants are subject to state and
licensing and regulation by health, sanitation,dfoworkplace safety, fire and other agencies. dditaon, we face risks arising from complia
with and enforcement of increasingly complex fetlaral state immigration laws and regulations inth8.

We are also subject to the Americans with DisaeditAct in the U.S. and similar state laws thategiwil rights protections to individuals w
disabilities in the context of employment, publacammodations and other areas. The expensesassbwaiith any facilities modifications requil
by these laws could be material. Our operationthénU.S. are also subject to the U.S. Fair Lablan@ards Act, which governs such mattei
minimum wages, overtime and other working condgiofamily leave mandates and a variety of simitateslaws that govern these and ¢
employment law matters. The compliance costs &steocwith these laws and evolving regulations ddg substantial, and any failure or alle
failure to comply with these laws could lead tagktion, which could adversely affect our finanaahdition.

We also face risks from new or changing laws argllegions relating to nutritional content, nutrited labeling, product safety and mu
labeling. Compliance with these laws and regutegtioan be costly and can increase our exposuigdatibn or governmental investigations
proceedings. New or changing laws and regulatieteting to union organizing rights and activitissy impact our operations at the restat
level and increase our cost of labor. In additiwe, are subject to laws relating to informationusitg, privacy, cashless payments and cons
credit, protection and fraud, and any failure orcpéved failure to comply with those laws could hapur reputation or lead to litigation, wh
could adversely affect our financial condition.
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We are also subject to increasing environmentalledigns, which could result in increased taxatwrfuture restrictions on oncreases in cos
associated with food and other restaurant suppiiassportation costs and utility costs, any ofahhtould decrease our operating profits an
necessitate future investments in our restaurailitiés and equipment to achieve compliance.

The impact of current laws and regulations, theaffof future changes in laws or regulations timapdse additional requirements and
consequences of litigation relating to currentudufe laws and regulations, or our inability topasd effectively to significant regulatory or put
policy issues, could increase our compliance artkrotosts of doing business and therefore have dwerse effect on our results
operations. Failure to comply with the laws angutatory requirements of federal, state and loc#earities could result in, among other thin
revocation of required licenses, administrativeoecgment actions, fines and civil and criminal i Compliance with these laws al
regulations can be costly and can increase oursexpdo litigation or governmental investigatiompmceedings.

Our effective tax rate could increase, negativaeipacting our results of operations and financiahdition.

A significant percentage of our profits are earpatside the U.S. and taxed at lower rates thatJtBe statutory rates. If we were to experienc:
unforeseen decrease in our cash flows from our buSinesses or were unable to refinance future teBt maturities we may be required
repatriate future international earnings to fund OuS. cash needs. Such international earningddamel subject to U.S. tax at the point in time
did not believe they were permanently investedidatthe U.S., which could cause our worldwide effectax rate to increase.

Additionally, our federal, state and local tax retiare frequently the subject of audits by taxaughorities, and those audits may result in
assessments and/or penalties. Although we betiavéax estimates are reasonable, if the IRS ardtixing authority disagrees with the positi
we have taken on our tax returns, we could facéiadel tax liability, including interest and petiak. There can be no assurance that payme
such additional amounts upon final adjudicatiomy disputes will not have a material impact onresults of operations and financial position.

Failure to protect the integrity and security oflimidually identifiable data of our guests and eayaes could expose us to litigation and darr
our reputation.

We receive and maintain certain personal infornmagibout our guests and employees. The use oinfloisnation by us is regulated by applica
law, as well as by certain third party contradfsour security and information systems are compseah or our business associates fail to cor
with these laws and regulations and this informmaii® obtained by unauthorized persons or used noaptely, it could adversely affect o
reputation, as well as our restaurant operatiodsresults of operations and financial conditiorddaionally, we could be subject to litigation del
imposition of penalties. As privacy and informatisecurity laws and regulations change, we mayriadditional costs to ensure we remair
compliance.

The retail food industry in which we operate istiygcompetitive.

The retail food industry in which we operate ishtjgcompetitive with respect to price and qualifyfood products, new product developme
price, advertising levels and promotional initigsy customer service, reputation, restaurant lmcatand attractiveness and maintenanc
properties. If consumer or dietary preferencesighaor our restaurants are unable to compete ssfodly with other retail food outlets in new a
existing markets, our business could be adverséfctad. We also face growing competition as alltesf convergence in grocery, deli a
restaurant services, including the offering by ghecery industry of convenient meals, includingzgiz and entrees with side dishes. In additio
the retail food industry, labor is a primary opergtcost component. Competition for qualified eaygles could also require us to pay higher wi
to attract a sufficient number of employees, whiohld adversely impact our margins.
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ltem 1B. Unresolved Staff Comments

The Company has received no written comments ragaits periodic or current reports from the swifthe Securities and Exchange Commis
that were issued 180 days or more preceding thekitsl 2010 fiscal year and that remain unresalved

Item 2. Properties.

As of year end 2010, the CompasyConcepts owned more than 1,200 units and leamed] building or both in more than 6,000 u
worldwide. These units are further detailed aktes:

« The Company and its Concepts owned more than 9@ amd leased land, building or both in more th&00 units in the U.<
« The International Division owned more than 300 siaitd leased land, building or both in nearly 1,30i@s.
« The China Division leased land, building or bothriore than 3,200 unit

Concept restaurants in the U.S. which are not owaredgenerally leased for initial terms of 15 ory&@ars and generally have renewal opti
however, Pizza Hut delivery/carryout units in theSU generally are leased for significantly shorieitial terms with short renew
options. Company restaurants in the Internatiddiaision which are not owned have initial leasenterand renewal options that vary
country. Company restaurants in the China Divisioe generally leased for initial terms of 10 to yigars and generally do not have ren:
options. Historically, the Company has either bable to renew its China Division leases or entéo icompetitive leases at replacement
without significant impact on our operations, clsivs or capital resources. The Company curreindy approximately 1,000 units worldwide
it leases or subleases to franchisees, principallye U.S., U.K., Canada and Mexico.

The Pizza Hut and YRI corporate headquarters amesearch facility in Dallas, Texas are owned byz®iklut. Taco Bell leases its corpo
headquarters and research facility in Irvine, @atifa. The KFC, LJS, A&W and YUM corporate headdeia and a research facility in Louisvi
Kentucky are owned by YRI. In addition, YUM leas#fce facilities for certain support groups indisville, Kentucky. The China Division lea:
their corporate headquarters and research fasiliieShanghai, China. Additional information abthee Companys properties is included in t
Consolidated Financial Statements and footnot&am I, Item 8, pages 61 through 124,

The Company believes that its properties are géynémagood operating condition and are suitabletfe purposes for which they are being used.
Item 3. Legal Proceedings.

The Company is subject to various claims and cgseticies related to lawsuits, real estate, environahe@nd other matters arising in the not
course of business. The Company believes thauliimate liability, if any, in excess of amountgesldy provided for these matters in
Consolidated Financial Statements, is not likeljhawe a material adverse effect on the Commaaghual results of operations, financial cond
or cash flows. The following is a brief descriptiof the more significant of the categories of laits and other matters we face from tim
time. Descriptions of specific claims and contingjes appear in Note 19, Contingencies, to the @tsted Financial Statements included in
I, Item 8.
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Franchising

A substantial number of the restaurants of eacth@fConcepts are franchised to independent busisegserating under arrangements witr
Concepts. In the course of the franchise relatigmsoccasional disputes arise between the Compadyits Conceptsfranchisees relating ta
broad range of subjects, including, without linmiat marketing, operational standards, qualityyiser and cleanliness issues, grants, transfe
terminations of franchise rights, territorial dispsiand delinquent payments.

Suppliers

The Company purchases food, paper, equipment dved otstaurant supplies from numerous independggliers throughout the world. The
suppliers are required to meet and maintain compdiavith the Compang’standards and specifications. On occasion, @isprise between t
Company and its suppliers on a number of issueljding, but not limited to, compliance with prodspecifications and terms of procurement
service requirements.

Employees

At any given time, the Company or its affiliates gay hundreds of thousands of persons, primarilytsnrestaurants. In addition, each
thousands of persons seek employment with the Coynpad its restaurants. From time to time, dispuwese regarding employee hiri
compensation, termination and promotion practices.

Like other retail employers, the Company has bemed in a few states with allegations of purportéasswide wage and hour, employ
classification and other labor law violations.

Customers

The Company’s restaurants serve a large and digeosssection of the public and in the course of sergagnany people, disputes arise regar
products, service, accidents and other mattersaypf large restaurant systems such as thoseddmpany.

Intellectual Property

The Company has registered trademarks and senatckspmany of which are of material importanceite €ompanys business. From time
time, the Company may become involved in litigatiomefend and protect its use and ownership oégsstered marks.
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Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of shareholdierisig the fourth quarter of 201

Executive Officers of the Registrant

The executive officers of the Company as of Felyrdd; 2011, and their ages and current positiortf #sat date are as follows:

David C. Novak, 58, is Chairman of the Board, Chief Executiveiff and President of YUM. He has served in tlisijion since January 2001.

Richard T. Carucci , 53, is Chief Financial Officer for YUM. He hasersed in this position since March 2005. From OetoP004 to Februa
2005, he served as Senior Vice President, Finamt€hief Financial Officer — Designate of YUM.

Christian L. Campbell , 60, is Senior Vice President, General Counsel, Segretad Chief Franchise Policy Officer for YUM. Hadhserved :
Senior Vice President, General Counsel and Segrsiiace September 1997 and Chief Franchise Polffiged since January 2003.

Jonathan D. Blum, 52, is Senior Vice President and Chief Publicak Officer for YUM. He has served in this pagitisince July 1997.
Anne P. Byerlein, 52, is Chief People Officer for YUM. She hasveerin this position since December 2002.

Ted F. Knopf, 59, is Senior Vice President Finance and Corporate rolet of YUM. He has served in this position sn&pril 2005. Fror
September 2001 to April 2005, Mr. Knopf served &=\President of Corporate Planning and Strateggiv.

Emil J. Brolick , 63, is Chief Operating Officer for YUM and Pre=id of LIS/A&W. He has served as Chief Operatirffic€ since June 20(
and as President of LIS/A&W since January 201@r Ry being named Chief Operating Officer, he séras President of U.S. Brand Buildin
position he held from December 2006 to June 20@8.served as President and Chief Concept Officdrasb Bell, a position he held from J
2000 to November 2006.

Scott O. Bergren, 64, is Chief Executive Officer Pizza Hut U.S. afidM Innovation. He has served in this positioncg February 2011. Prior
this position, Mr. Bergren served as President@hnigf Concept Officer of Pizza Hut, a position leédhbeginning in November 2006. Mr. Berg
served as Chief Marketing Officer of KFC and YUMin August 2003 to November 2006.

Greg Creed, 53, is Chief Executive Officer Taco Bell. He &sved in this position since February 2011. Rachis position, Mr. Creed serv

as President and Chief Concept Officer of Taco,Beposition he held beginning in December 2006. Gfeed served as Chief Operating Off
of YUM from December 2005 to November 2006.
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Roger Eaton, 50, is Chief Executive Officer KFC U.S. and YUMpé@sational Excellence. He has served in this jposisince Februa
2011. Prior to this position, Mr. Eaton servedPassident and Chief Concept Officer of KFC, a posihe held since June 2008. Mr. Eaton se
as Chief Operating and Development Officer of YUdnfi April 2008 to June 2008 and as Chief Operagind Development Officer Besignat
from January 2008 until April 2008. From 2000 urdanuary 2008, he was Senior Vice President/Mawga@irector of YUM Restaurar
International South Pacific.

Jing-Shyh S. Su, 58, is Vice€hairman of the Board of YUM and Chairman and Cligécutive Officer of YUM Restaurants China. Hes
served in this position since May 2010. He hasesfas ViceChairman of the Board of YUM since March 2008, dmdserved as President
YUM Restaurants China from 1997 to May 2010.

Graham D. Allan , 55, is the Chief Executive Officer of YRI. Heshserved in this position since May 2010. Priothis position, he served
President of YRI from November 2003 to May 201Mmniediately prior to this position he served as Exge Vice President of YRI.

Muktesh Pant, 56, is President of YRI and President of Globedrigling for YUM. He has served as President of ¥iRte May 2010 and
President of Global Brand Building for YUM sinceldffeary 2009. He served as the Chief Marketing d@ffiof YRI from July 2005 to Mz
2010. Mr. Pant was the Global Chief Concept Offie¥ UM and President of Taco Bell International frombifuary 2008 to January 2009. Fi
December 2006 to January 2008 he was the Chiefepor@fficer of Taco Bell International. Prior toijing YUM, Mr. Pant was the owner ¢
operator of Patanjali Corp., from March 2004 to fiaely 2005.

Executive officers are elected by and serve atliberetion of the Board of Directors.
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PART II

Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Is&r Purchases of Equity Securities

The Company’s Common Stock trades under the syMbdll and is listed on the New York Stock Exchang®Y'SE”). The following sets fort
the high and low NYSE composite closing sale primgguarter for the Company’s Common Stock andd@inds per common share.

2010
Dividends Dividends
Quarter High Low Declared Paid
First $ 38.64 32.72 $ 0.21 0.21
Seconc 43.9¢ 37.92 0.21 0.21
Third 44 3¢ 38.5: — 0.21
Fourth 51.9( 43.8¢ 0.5C 0.25
2009
Dividends Dividends
Quarter High Low Declared Paid
First $ 32.8i 23.47 $ — 0.19
Seconc 36.6¢ 27 .4¢ 0.3¢ 0.19
Third 36.5¢ 32.57 — 0.19
Fourth 36.0¢ 32.5( 0.4z 0.21

In 2010, the Company declared two cash dividends0da21 per share and two cash dividends of $0.25kpre of Common Stock, one of wt
had a distribution date of February 4, 2011. 182Ghe Company declared two cash dividends of3%pet share and two cash dividends of $
per share of Common Stock, one of which was paid0ih0. The Company is targeting an annual divideagout ratio of 35% to 40% of 1

income.

As of February 9, 2011, there were approximatelp)0@ registered holders of record of the Compa@gmmon Stock.

The Company had no sales of unregistered secudiieésg 2010, 2009 or 2008.
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Issuer Purchases of Equity Securities

The following table provides information as of Detger 25, 2010 with respect to shares of CommonkStjurchased by the Company during
quarter then ended:

Total number Total number of shares
of shares Average price purchased as part of Approximate dollar value ¢
Fiscal Periods purchased paid per share publicly announced plans shares that may yet be purchased
or programs under the plans or prograr

Period 1C — $ — — $ 300,000,00
9/5/10- 10/2/10
Period 11 29,700 $ 46.9¢ 29,700 $ 298,604,42
10/3/10- 10/30/10
Period 1z — $ — — $ 298,604,42
10/31/10-11/27/10
Period 17 2,130,91¢ $ 49.7¢ 2,130,192 $ 192,600,03
11/28/10-12/25/10
Total 2,160,61% $ 49.71 2,160,61° $ 192,600,03

In March 2010, our Board of Directors authorizedlitidnal share repurchases through March 2011,pofou$300 million (excluding applicat
transaction fees) of our outstanding Common Stdeak. the quarter ended December 25, 2010, all siegnerchases were made pursuant tc
authorization.

In January 2011, our Board of Directors authoriaeditional share repurchases through July 2012ipofo $750 million (excluding applical
transaction fees) of our outstanding Common Stock.
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Stock Performance Graph

This graph compares the cumulative total returowwfCommon Stock to the cumulative total returnhef S&P 500 Stock Index and the S&P
Consumer Discretionary Sector, a peer group tf@dades YUM, for the period from December 30, 200®tcember 23, 2010, the last trading
of our 2010 fiscal year. The graph assumes tlav#tue of the investment in our Common Stock aahéndex was $100 at December 30, :
and that all dividends were reinvested.
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ltem 6. Selected Financial Data
Selected Financial Data

YUM! Brands, Inc. and Subsidiaries

(in millions, except per share and unit amounts)

Fiscal Yeal
2010 2009 2008 2007 2006

Summary of Operations
Revenue:

Company sale S 9,78: % 9,41 $ 9,84: 9,10( 8,36¢

Franchise and license fees and incc 1,56( 1,427 1,461 1,33¢ 1,19¢

Total 11,34 10,83¢ 11,30 10,43 9,561
Closures and impairment income (expen(® (47) (103 (43) (35 (59)
Refranchising gain (los® (63) 26 5 11 24
Operating Profi(©) 1,76¢ 1,59( 1,515 1,351 1,262
Interest expense, n 17t 194 22¢€ 16€ 154
Income before income taxes 1,59¢ 1,39¢ 1,291 1,191 1,10¢
Net Income- including noncontrolling intere: 1,17¢ 1,08: 972 90¢ 824
Net Income- YUM! Brands, Inc. 1,15¢ 1,071 964 90¢ 824
Basic earnings per common sh() 2.44 2.2¢ 2.0¢ 1.74 1.51
Diluted earnings per common shi@ 2.3¢ 2.2z 1.9¢ 1.6¢ 1.4¢€
Diluted earnings per common share before speeials(®) 2.52 2.17 1.91 1.6¢ 1.4€
Cash Flow Data
Provided by operating activitie S 1,96¢ % 1,40¢ $ 1,521 1,551 1,257
Capital spending, excluding acquisitic 79€ 797 93t 72€ 572
Proceeds from refranchising of restaure 26E 194 26€ 117 257
Repurchase shares of Common St 371 — 1,62¢ 1,41( 98¢
Dividends paid on Common Sto 412 362 322 273 144
Balance Shee
Total asset S 8,31t $ 7,148 $ 6,527 7,18¢ 6,36¢
Long-term debr 2,91t 3,207 3,56¢ 2,92¢ 2,04t
Total debi 3,58¢ 3,26¢€ 3,58¢ 3,212 2,277
Other Data
Number of stores at year e

Company 7,271 7,66¢€ 7,56¢ 7,62 7,73¢€

Unconsolidated Affiliate 52t 46¢ 64t 1,31¢ 1,20¢

Franchisee 27,85: 26,74¢ 25,91 24,297 23,51¢

Licensee: 2,187 2,20( 2,16¢ 2,10¢ 2,131

Systen 37,83t 37,08( 36,29: 35,34¢ 34,59t
China Division system sales grow®

Reportec 18% 11% 33% 34% 31%

Local currency@ 17% 10% 22% 28% 29%
YRI system sales growi®

Reportec 10% (4%) 10% 15% 7%

Local currenc@) 4% 5% 8% 10% 7%
U.S. same store sales grov(® 1% (5%) 2% — 1%
Shares outstanding at year €@ 46¢ 46¢ 45¢ 49¢ 53C
Cash dividends declared per Common Si(@) S 09z $ 0.8C $ 0.72 0.4% 0.42
Market price per share at year €@ $  49.66 3 353t $ 30.2¢ 38.5¢ 29.4(
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Fiscal years 2010, 2009, 2008, 2007 and 2006 clide 52 weeks.

The selected financial data should be read in cmtijon with the Consolidated Financial Statement$the Notes thereto.

@

(b)

(©

(d)
(e)

()

©)

Fiscal year 2009 included non-cash chargé26fmillion and $12 million to writeff goodwill related to our LIS/A&W U.S. and Pi:
Hut South Korea businesses, respectively. See Maiehe Consolidated Financial Statements foescdption of our store closures
store impairment expenses in 2010, 2009 and 28@8litionally, see Note 9 describing our goodwillgairment expense recognize(
2009.

Fiscal year 2010 included U.S. refranchising los#e®18 million, a loss upon refranchising our Maximarket of $52 million and a Ic
upon refranchising our Taiwan market of $7 millidfiscal year 2009 included U.S. refranchising gah$34 million and a loss of $
million as a result of our decision to offer toregfchise our Taiwan market. These items are disclurther within our MD&A

Fiscal year 2010 included a loss of $18 millioratetl to U.S. business transformation measuresjdimg the 2010 U.S. refranchis
losses, and the 2010 Mexico and Taiwan refrandikiases described in (b). Fiscal year 2009 iredua gain of $68 million related
the consolidation of a former unconsolidated &ffédi in China, a loss of $40 million related to Ub8siness transformation measu
including the $26 million goodwill charge describied(a) and the 2009 U.S. refranchising gains diesdrin (b), and the 2009 Taiw
refranchising loss described in (b). Fiscal ye@0& included a gain of $100 million related to thale of our interest in o
unconsolidated affiliate in Japan and a loss of #filion related to U.S. business transformationamges. These items are discu
further within our MD&A.

Adjusted for the two for one stock split on June 2807.

In addition to the results provided in accoma with U.S. Generally Accepted Accounting Pritesp (“GAAP”) throughout thi
document, the Company has provided @®AP measurements which present operating resulta basis before Special Items.

Company uses earnings before Special Items as gpé&dgrmance measure of results of operations Her gurpose of evaluati
performance internally. This ndBAAP measurement is not intended to replace theeptation of our financial results in accorde
with GAAP. Rather, the Company believes that thesgntation of earnings before Special Items pesviddditional information

investors to facilitate the comparison of past present operations, excluding items that the Complaes not believe are indicative
our ongoing operations due to their size and/oaneat The gains and charges described in (c), alayeeconsidered Special Items.

2010, 2009 and 2008 Special Items are discusskenitirer detail within the MD&A

System sales growth includes the results of athrgants regardless of ownership, including Compamged, franchise, unconsolida
affiliate and license restaurants. Sales of fr@&;hunconsolidated affiliate and license restagrgenerate franchise and license fee
the Company (typically at a rate of 4% to 6% ofsal Franchise, unconsolidated affiliate and keerestaurant sales are not include
Company sales on the Consolidated Statements aofmlec however, the franchise and license fees aeded in the Company’
revenues. We believe system sales growth is usefirlvestors as a significant indicator of the ralestrength of our business a
incorporates all our revenue drivers, Company aadchise same store sales as well as net unitafmmeht. Same store sales grc
includes the results of all restaurants that haentopen one year or mo

Local currency represents the percentage chandeadéxg the impact of foreign currency translatiothese amounts are derived

translating current year results at prior year agerexchange rates. We believe the eliminaticheforeign currency translation imp
provides better ye-to-year comparability without the distortion of foraigurrency fluctuations
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Introduction and Overview

The following Management’s Discussion and Analy$MD&A”), should be read in conjunction with the Consoliddtatancial Statements
pages 61 through 66 (“Financial Statements”) aedRtrwardtooking Statements on page 2 and the Risk Fac&rfogh in Item 1A. Througho
the MD&A, YUM! Brands, Inc. (“YUM” or the “Company)’makes reference to certain performance measarésszribed below.

« The Company provides the percentage changes erglude impact of foreign currency translatic‘FX” or “Fore)’). These amounts &
derived by translating current year results atrpyiear average exchange rates. We believe thénaliion of the foreign currency translat
impact provides better ye-to-year comparability without the distortion of foreigurrency fluctuations

« System sales growth includes the results of allatgants regardless of ownership, including Com-owned, franchise, unconsolida
affiliate and license restaurants. Sales of frghunconsolidated affiliate and license restasrgenerate franchise and license fees fc
Company (typically at a rate of 4% to 6% of salésSjanchise, unconsolidated affiliate and liceresgaurant sales are not included in Com
sales on the Consolidated Statements of IncomegWenvthe franchise and license fees are includetle Company revenues. We belie
system sales growth is useful to investors as rifgignt indicator of the overall strength of ouwrdiness as it incorporates all of our reve
drivers, Company and franchise same store salegldas net unit developmet

« Same store sales is the estimated growth in shlkrestaurants that have been open one yeaooce.m

« Company restaurant profit is defined as Compangsskdss expenses incurred directly by our Compastaurants in generating Comp
sales. Company restaurant margin as a percentagdes is defined as Company restaurant profiddiyby Company sale

« Operating margin is defined as Operating Profitd#id by Total revenut

All Note references herein refer to the Notes mRmancial Statements on pages 67 through 12Buldaamounts are displayed in millions exi
per share and unit count amounts, or as othenpmsefically identified.

Description of Business

YUM is the world’s largest restaurant company in terms of systetauemts with over 37,000 restaurants in more ftiZhcountries and territori
operating under the KFC, Pizza Hut, Taco Bell, Lalujn Silver's or A&W All-American Food Restaurarigands. Four of the Compasy’
restaurant brands — KFC, Pizza Hut, Taco Bell andgLJohn Silver's — are the global leaders in thieken, pizza, Mexican-style food and quick-
service seafood categories, respectively. Of thex 87,000 restaurants, 19% are operated by thep&@ayn 75% are operated by franchisees
unconsolidated affiliates and 6% are operateddsnbees.

YUM'’s business consists of three reporting segmebitsited States, YUM Restaurants InternationalRfYor “International Division”)and thi
China Division. The China Division includes onlyamland China (“China”and YRI includes the remainder of our internatioopérations. Tk
China Division, YRI and Taco Bell-U.S. now represener 85% of the Comparg’operating profits, excluding Corporate and uraited incom
and expenses.

25




Segment Reporting Change

At the beginning of 2010 we began reporting infatiorafor our Thailand and KFC Taiwan businesse$iwibur International Division as a res
of changes to our management reporting structlihese businesses now report to the President of WRéreas previously they reported to
President of our China Division. While this reogt change did not impact our consolidated resakgment information for previous periods
been restated to be consistent with the curremgeresentation.

The following table summarizes the 2009 and 20@8eimses to selected line items within the YRI sedras a result of these segment repo
changes (with equal and offsetting decreases irmgpttie China Division)

2009 2008
Company sale $ 27C $ 28
Company restaurant expen: 244 254
Operating Profi 6 9

Strategies

The Company continues to focus on four key strategi

Build Leading Brands in China in Every Significabategory -The Company has developed the KFC and Pizza Hadbrito the leading qui
service and casual dining restaurants, respectiireilyainland China. Additionally, the Company @nand operates the distribution system fc
restaurants in mainland China which we believe igies a significant competitive advantage. Giveis girong competitive position, a grow
economy and a population of 1.3 billion in mainla@kina, the Company is rapidly adding KFC and PiaaCasual Dining restaurants and tes
the additional restaurant concepts of Pizza Hut el@ervice (pizza delivery) and East Dawning (Chénfed). Our ongoing earnings groy
model in China includes double digit unit growthree store sales growth of at least 4% and levesbgar General and Administrative (“G&A”
infrastructure, which we expect to drive Operafirgfit growth of 15%.

Drive Aggressive International Expansion and Busittong Brands Everywhere Fhe Company and its franchisees opened nearly @9
restaurants in 2010 in the Compasmynternational Division, representing 11 straigbérs of opening over 700 restaurants, and YRhes af the
leading international retail developers in termsuafts opened. The Company expects to continuexperience strong growth by building
existing markets and growing in new markets ingigdtrance, Russia and India. The Internationaiditim’s Operating Profit has experienced i
year compound annual growth rate of 11%. Our amgeiarnings growth model for YRI includes Operatirgfit growth of 10% driven by-4%
net unit growth, at least 2-3% same store salesthranodest margin improvement and leverage of@%A infrastructure.

Dramatically Improve U.S. Brand Positions, Consisieand Returns Fhe Company continues to focus on improving its.h&sition throug
differentiated products and marketing and an impdogustomer experience. The Company also strivgsdvide industry leading new prod
innovation which adds sales layers and expandpddayg. We continue to evaluate our returns andeosttip positions with an earn the right to «
philosophy on Company owned restaurants. Our owggearnings growth model calls for Operating Profawth of 5% in the U.S. As we ni
completion of our refranchising program in 201% aco Bell operating segment will become an irgiregy larger component of U.S. ongo
earnings growth. The U.S. ongoing earnings grawtldel includes Taco Bell Operating Profit growth68b driven by modest unit growth, se
store sales growth of 3% and leverage of our G&#astructure.
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Drive Industry-Leading, Long-Term Shareholder andriehisee Value The Company is focused on delivering high returnd aeturning
substantial cash flows to its shareholders viaddinds and share repurchases. The Company hag threehighest returns on invested capital ir
Quick Service Restaurants (“QSR”) industry. TherPanys dividend and share repurchase programs havaeetaver $1.6 billion and $6 billit
to shareholders, respectively, since 2004. Theg2mynis targeting an annual dividend payout ratiB586 to 40% of net income and has incre:
the quarterly dividend each year since inceptiodd@4. Shares are repurchased opportunisticalhaesf our regular capital structure decisions.

The ongoing earnings growth rates referenced abepeesent our average annual expectations fordresdeable future. Details of our 2
Guidance by division as presented on December®) 28n be found online at http://www.yum.com
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2010 Highlights

Worldwide system sales grew 4%, prior to foreigrrency translation, including 17% in China, 4%¥iR| and 2% in the U.<

Same store sales grew 6% in China and 1% in the Bane store sales were flat in Y

International development continued at a strong peith 1,391 new restaurants including 507 newsunitChina and 884 new units in YF
Worldwide restaurant margin increased 1.3 percenpaints to 17.0% including improvement in Chin&lyand the U.S

Worldwide operating profit grew 15%, prior to fageicurrency translation, including 26% in China%dlih YRI, and 3% in the U.$

Increased the quarterly dividend by 19% in thedtlgjuarter and repurchased 9.8 million shares tga&#B890 million at an average price of .
over the course of the yei

All preceding comparisons are versus the same gharicear ago and exclude the impact of SpecialdteGee the Significant Known Events, Tre
or Uncertainties Impacting or Expected to Impactparisons of Reported or Future Results sectiothisfMD&A for a description of Speci
Items.
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Results of Operations

Amount % B/(W)

2010 2009 2008 2010 2009
Company sale $ 9,78 % 9,41: % 9,84: 4 4
Franchise and license fees and inct 1,56( 1,42: 1,461 10 3
Tota| revenue $ 11,34: $ 10,83( $ 11,30‘ 5 (4)
Company restaurant pro $ 166t $ 147¢ 3 1,37¢ 12 7
% of Company sale _1rox __ 157% _ 140% 1.3 ppts. 1.7 ppts.
Operating Profi $ 176¢ % 1,59C $ 1,515 11 5
Interest expense, n 17E 194 22€ 9 14
Income tax provisiol 41€ 31 31¢ (33) 2
Net Income- including noncontrolling intere: 1,17¢ 1,08: 972 9 11
Net Income- noncontrolling interes 20 12 8 (60) (51)
Net Income- YUM! Brands, Inc. $ 115t $ 1071 $ 964 8 11
Diluted EPS<(@) $ 2.3¢€ $ 22z % 1.9€ 7 13
Diluted EPS before Special Iter@ $ 25 8 217 $ 191 17 13
Effective tax rate 26.1% 22.4% 24.7¥
(@) See Note 3 for the number of shares used in thaselations.

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

Special Items

In addition to the results provided in accordandthviJ.S. Generally Accepted Accounting Principlé&AAP”) above and throughout tl
document, the Company has provided @HAP measurements which present operating requlg9i0, 2009 and 2008 on a basis before Sy

Items. Included in Special Items are the impaanefsures we took to transform our U.S. busingke (U.S. business transformation measyres

including: the U.S. refranchising gain (loss), thepreciation reduction arising from the impairmehKFC restaurants we offered to sell in 2(
charges relating to U.S. G&A productivity initiagig and realignment of resources, investments inlo8t Brands and a 2009 U.S. Good
impairment charge. Special items also includedssgcognized in 2010 and 2009 as a result of ecisidn to refranchise our equity market
Mexico and Taiwan, the 2009 gain upon our acqoisitif additional ownership in, and consolidationtbé operating entity that owns the KFC
Shanghai, China, and the 2008 gain on the saleominority interest in our Japan unconsolidatefdiae. These amounts are further descr

below.
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The Company uses earnings before Special Itemskag performance measure of results of operationshie purpose of evaluating performa
internally and Special Items are not included in Ghina Division, YRI or U.S. segment results. SThonGAAP measurement is not intende:
replace the presentation of our financial resultaécordance with GAAP. Rather, the Company betiethat the presentation of earnings be
Special Items provides additional information teastors to facilitate the comparison of past ares@nt operations, excluding items in 2010, :
and 2008 that the Company does not believe aredtidée of our ongoing operations due to their simd/or nature.

Year

12/25/10 12/26/09 12/27/08
Detail of Special Item
U.S. Refranchising gain (los $ 18) $ 34 $ (5)
Long John Silve' s/A&W U.S. Goodwill impairment charc — (26) —
Charges relating to U.S. G&A productivity initia¢ig and realignment of resourt 9) (16) (49)
Investments in our U.S. Bran — (32) @)
Gain upon consolidation of a former unconsolidatiiiiate in China — 68 —
Losses as a result of refranchising equity martetside the U.S (59) (20) —
Depreciation reduction from KFC restaurants imghirpon offer to se 9 — —
Gain upon the sale of our interest in our Japamunsalidated affiliate — — 10C
Total Special Items Income (Expen: (77) 18 39
Tax Benefit (Expense) on Special Itei(® 7 S (14)
Special Iltems Income (Expense), net of $ 7o) % 23 3 25
Average diluted shares outstand 486 483 491
Special Items diluted EF $ (015 % 005 $ 0.0
Reconciliation of Operating Profit Before Speciainhs to Reported Operating Pr¢
Operating Profit before Special Itel $ 1,846 $ 1572 % 1,47¢
Special Items Income (Expens (77) 18 39
Reported Operating Profit $ 1,769 $ 1590 $ 1,517
Reconciliation of EPS Before Special ltems to ReggbEPS
Diluted EPS before Special Iter $ 253 $ 217 3 1.91
Special Items EP (0.15) 0.05 0.05
Reported EPS $ 238 $ 222 % 1.9€
Reconciliation of Effective Tax Rate Before Spetiains to Reported Effective Tax
Rate
Effective Tax Rate before Special Ite 25.3% 23.1% 24.3%
Impact on Tax Rate as a result of Special Iténs 0.8% (0.7Y% 0.4%
Reported Effective Tax Ra 26.1% 22.4% 24.7%
(a) The tax benefit (expense) was determined based tipoimpact of the nature, as well as the jurigolicof the respective individu

components within Special Itenr
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U.S. Business Transformation Measures

The U.S. business transformation measures in 280@9 and 2008 included: expansion of our U.S. nehising; a reduced emphasis on multi-
branding as a lonterm growth strategy; G&A productivity initiativesd realignment of resources (primarily severamceearly retirement cost
and investments in our U.S. Brands made on befalfiofranchisees such as equipment purchasesdovet believe these measures are indic

of our ongoing operations and are not includingithpacts of these U.S. business transformation ameasn our U.S. segment for performe
reporting purposes.

In the years ended December 25, 2010 and Decenfh@0R8, we recorded ptax losses of $18 million and $5 million from refchising in th
U.S., respectively. In the year ended Decembe@69, we recorded a ptax refranchising gain of $34 million in the U.$he loss recorded
the year ended December 25, 2010 is the net rebgains from 404 restaurants sold and ash impairment charges related to our offe
refranchise restaurants in the U.S., principallsustantial portion of our Company operated KFGargsnts. The nonash impairment charc
related to our offers to refranchise a substapiation of our Company operated KFC restauranthénU.S., which were mostly recorded in
first quarter of 2010, decreased depreciation espeersus what would have otherwise been recorgd@® million in the year ended December
2010. This depreciation reduction was recorded &pecial Item, resulting in depreciation expemséhe U.S. segment results continuing t
recorded at the rate at which it was prior to thpairment charge being recorded for these resteurde refranchising gains and losses are
fully discussed in Note 4 and the Store Portfoli@atgy Section of the MD&A.

In connection with our G&A productivity initiativeand realignment of resources (primarily severaarwe early retirement costs) we recorded pre-
tax charges of $9 million, $16 million and $49 moill in the years ended December 25, 2010, Dece@®el009 and December 27, 2(
respectively. We realized a $65 million declineoir U.S. G&A expenses in the year ended DecemBeR@09 driven by the U.S. producti
initiatives and realignment of resource measuretowk in 2008 and 2009.

As a result of a decline in future profit expeaas for our LJS and A&W U.S. businesses due intfoatthie impact of a reduced emphasis on multi-
branding, we recorded a naash charge of $26 million in Closures and impaithexpenses, which resulted in no related incom®éeaefit, in th
fourth quarter of 2009 to write-off goodwill assated with these businesses.

Additionally, the Company recognized a reductiorirtanchise and license fees and income of $32amijlfpretax, in the year ended December
20009, related to investments in our U.S. BrandsesE investments reflect our reimbursements to K&athisees for installation costs of ovens
the national launch of Kentucky Grilled Chickenhelreimbursements were recorded as a reductiorathise and license fees and income ¢
would not have provided the reimbursements abdentongoing franchisee relationship. In the yeateenDecember 27, 2008, the Comy.
recognized pre-tax expense of $7 million relatemht@stments in our U.S. Brands in Franchise atehbe expenses.
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Refranchising of Equity Markets Outside the {

In the fourth quarter of 2010 we recorded a $52ionilloss on the refranchising of our Mexico equitprket as we sold all of our company oper
restaurants, comprised of 222 KFCs and 123 Piz#s, Hw an existing Latin American franchise partn€he buyer will also serve as the me
franchisee for Mexico which had 102 KFCs and 5Z&idut franchise restaurants at the time of thestration. The write off of goodwill includ
in this loss was minimal as our Mexico reportingt imcludes an insignificant amount of goodwillhi$ loss did not result in any related income
benefit and was not allocated to any segment fdopaance reporting purposes.

During the year ended December 26, 2009 we recedrazmoncash $10 million refranchising loss as a resulbwafdecision to offer to refranch
our KFC Taiwan equity market. During the year eh@ecember 25, 2010 we refranchised all of our meimg company restaurants in Taiw
which consisted of 124 KFCs. We included in ourc®eber 25, 2010 financial statements a non-caste-offi of $7 million of goodwill ir
determining the loss on refranchising of Taiwareithier of these losses resulted in a related indambenefit, and neither loss was allocated tc
segment for performance reporting purposes. Theuat of goodwill writeeff was based on the relative fair values of théw@a busines
disposed of and the portion of the business that ketained. The fair value of the business digpasfewas determined by reference to
discounted value of the future cash flows expetdelle generated by the restaurants and retainedebfranchisee, which include a deductior
the anticipated royalties the franchisee will p&g tCompany associated with the franchise agreemetgred into in connection with tl
refranchising transaction. The fair value of thewia business retained consists of expected, rakt flaws to be derived from royalties fr
franchisees, including the royalties associated tie franchise agreement entered into in connegtith this refranchising transaction. We beli
the terms of the franchise agreement entered imtoonnection with the Taiwan refranchising are saftilly consistent with market. T
remaining carrying value of goodwill related to otaiwan business of $30 million, after the aforetimered writeoff, was determined not to
impaired as the fair value of the Taiwan reportimit exceeded its carrying amount.

Consolidation of a Former Unconsolidated AffiliameShanghai, China

On May 4, 2009 we acquired an additional 7% owripréh the entity that operates more than 200 KRCShanghai, China for $12 millic
increasing our ownership to 58%. Prior to our &itjan of this additional interest, this entity svaccounted for as an unconsolidated affiliate t
the equity method of accounting. Concurrent wit &cquisition we received additional rights in governance of the entity and thus we b
consolidating the entity upon acquisition. As rieedi by GAAP, we remeasured our previously held 5dWhership in the entity, which hac
recorded value of $17 million at the date of acitjois at fair value and recognized a gain of $68iam accordingly. This gain, which resultec
no related income tax expense, was recorded inr@itieome) expense in our Consolidated Statemdrliscome in 2009 and was not allocate
any segment for performance reporting purposes.
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Under the equity method of accounting, we previpusported our 51% share of the net income of tiewosolidated affiliate (after interest expe
and income taxes) as Other (income) expense iCtimsolidated Statements of Income. We also redoadiganchise fee for the royalty recei
from the stores owned by the unconsolidated aféliSubsequent to the date of the acquisition,aperted the results of operations for the enti
the appropriate line items of our Consolidated é3tegnts of Income. We no longer recorded francleisencome for these restaurants nor dic
report Other (income) expense as we did under dn@&yemethod of accounting. Net income attribuéatd our partnes ownership percentage
recorded as Net Incommncontrolling interest within our Consolidated t8taents of Income. For the year ended December2@50Q thi
consolidation of the existing restaurants upon &itipn increased Company sales by $98 million,rdased Franchise and license fees and in
by $6 million and positively impacted Operating ftrdy $3 million. For the year ended December 2809 the consolidation of the exist
restaurants upon acquisition increased Companys ale$192 million; decreased Franchise and licdess and income by $12 million &
positively impacted Operating Profit by $4 millioThe impact on Net Income ¥UM! Brands, Inc. was not significant to the yeamsde:
December 25, 2010 and December 26, 2009.

Sale of our Interest in our Unconsolidated Affiianh Japan
During the year ended December 27, 2008 we recoadptetax gain of approximately $100 million related twetsale of our interest in ¢
unconsolidated affiliate in Japan (See Note 4 fother discussion of this transaction). This gais recorded in Other (income) expense ir

Consolidated Statement of Income and was not aédd@a any segment for performance reporting pl@pos

Russia Acquisition

On July 1, 2010, we completed the exercise of qion with our Russian partner to purchase theiergst in the co-branded Rostilk$-C
restaurants across Russia and the Commonwealtidepéndent States. As a result, we acquired companership of 50 restaurants and ga
full rights and responsibilities as franchisor df &staurants, which our partner previously managedhaster franchisee. Upon exercise o
option, we paid cash of $56 million, net of settégrhof a long-term note receivable of $11 milliand assumed longrm debt of $10 million. Tt
remaining balance of the purchase price, anticiptdebe $11 million, will be paid in cash in Jul@12. As a result of our preliminary purch
price allocation for this acquisition, our Consaliedd Balance Sheet includes $36 million of goodaitl $36 million of identifiable intangibles
December 25, 2010. The impact of consolidating thisiness on all line items within our ConsolidaBtatement of Income was insignificant
the year ended December 25, 2010.

Pizza Hut South Korea Goodwill Impairment

As a result of a decline in future profit expeaas for our Pizza Hut South Korea market we reabalgoodwill impairment charge of $12 milli
for this market during 2009. This charge was rdedrin Closure and impairment (income) expenseaiinConsolidated Statement of Income
was allocated to our International Division for foemance reporting purposes.

Store Portfolio Strategy

From time to time we sell Company restaurants istiexg and new franchisees where geographic syegrman be obtained or where franchisees’
expertise can generally be leveraged to improve awarall operating performance, while retaining @amy ownership of strategic U.S.
international markets in which we choose to corgiimvesting capital. In the U.S., we are target@ampany ownership of KFC, Pizza Hut .
Taco Bell restaurants of about 12%, down from iteent level of 15%. This U.S. target ownershipcpatage no longer considers the impa
LJS and A&W restaurants, both of which are compjefimnchise operated, as we are pursuing a saleeske brands. Consistent with this straf
404, 541 and 700 Company restaurants in the U.%e weld to franchisees in the years ended Decei@bef010, December 26, 2009 .
December 27, 2008, respectively, and at Decemhe2®® we have offered for refranchising approxehab50 KFCs in the U.S. During 2010,
also executed refranchising of all Company owne@€&Bnd Pizza Huts in Mexico (345 restaurants) aR@Kin Taiwan (124 restaurants).
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Refranchisings reduce our reported revenues anduresit profits and increase the importance ofesyssales growth as a key performe
measure. Additionally, G&A expenses will declineeotime as a result of these refranchising a@tisit The timing of G&A declines will vary a
often lag the actual refranchising activities as #ynergies are typically dependent upon the simkgeography of the respective deals.
expenses included in the tables below reflect dirlct G&A that we no longer incurred as a restiitores that were operated by us for all or <
portion of the respective previous year and wertonger operated by us as of the last day of thpaetive current year.

The following table summarizes our worldwide refrhising activities:

2010 2009 2008
Number of units refranchise 94¢ 61z 77t
Refranchising proceeds, |-tax $ 26t $ 194 $ 26€
Refranchising (gain) loss, [-tax $ 63 $ (26) $ (5)

The impact on Operating Profit arising from refriaising is the net of (a) the estimated reductionsestaurant profit, which reflects the decrea
Company sales, and G&A expenses and (b) the irer@akanchise fees from the restaurants that teen refranchised. The tables prese
below reflect the impacts on Total revenues andperating Profit from stores that were operatedigyor all or some portion of the respec
previous year and were no longer operated by us #se last day of the respective current yearthiese tables, Decreased Company sale
Decreased Restaurant profit represents the amdisatles or restaurant profit earned by the refraechrestaurants during the period we ov
them in the prior year but did not own them in therent year. Increased Franchise and licenseréessents the franchise and license fees
the refranchised restaurants that were recordatidfompany in the current year during periods liictv the restaurants were Company stor
the prior year.
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The following table summarizes the impact of re@t@sing on Total revenues as described above:

2010
China Division YRI U.S. Worldwide
Decreased Company sa $ (20 $ (189 $ (407 $ (604)
Increased Franchise and license fees and in 3 9 25 37
Decrease in Total revenu $ (17) $ (179 $ (376 $ (567)
2009
China Division YRI U.S. Worldwide
Decreased Company sa $ (5) $ 77) $ (640 $ (722)
Increased Franchise and license fees and in — 5 36 41
Decrease in Total revenu $ ©) $ (72) $ (609 $ (681)
The following table summarizes the impact of reft@ising on Operating Profit as described above:
2010
China Divisior YRI U.S. Worldwide
Decreased Restaurant prc $ 3) $ (5) $ (44) $ (52
Increased Franchise and license fees and in 3 9 25 37
Decreased G&/ — 9 6 15
Increase (decrease) in Operating Pi $ — $ 13 $ 13 $ —
2009
China Divisior YRI U.S. Worldwide
Decreased Restaurant prc $ 1) $ 2 $ (63 $ (66)
Increased Franchise and license fees and in — 5 36 41
Decreased G&/ — — 14 14
Increase (decrease) in Operating Pi $ @) $ 3 $ (13 $ 11)
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Internal Revenue Service Proposed Adjustment

On June 23, 2010, the Company received a Reven@mtAgeport (“RAR”) from the Internal Revenue Seevifthe “IRS”) relating to it
examination of our U.S. federal income tax retdorsfiscal years 2004 through 2006. The IRS happsed an adjustment to increase the ta
value of rights to intangibles used outside the.th&t Yum transferred to certain of its foreigmsidiaries. The proposed adjustment would r
in approximately $700 million of additional taxelsip net interest to date of approximately $150iomll Furthermore, if the IRS prevails it is lik
to make similar claims for years subsequent t@fi2®06. The potential additional taxes for thieser years, through 2010, computed on a sii
basis to the 2004-2006 additional taxes, woulddpraimately $320 million plus net interest to dafepproximately $20 million.

We believe that the Company has properly reporée@tie income and paid taxes in accordance withicae laws and that the propo:
adjustment is inconsistent with applicable incomelaws, Treasury Regulations and relevant case & intend to defend our position vigorot
and have filed a protest with the IRS. As thelfreaolution of the proposed adjustment remaingtamn, the Company will continue to provide
its position in this matter based on the tax benkét we believe is the largest amount that isenlieely than not to be realized upon settleme
this issue. There can be no assurance that pagrdaatupon final resolution of this issue will moiceed our currently recorded reserve and
payments could have a material adverse effect orfimancial position. Additionally, if increases to our reserves are degmecessary due
future developments related to this issue, suctea@ses could have a material, adverse effect omesuits of operations as they are recorded.
Company does not expect resolution of this matt#imtwelve months and cannot predict with certtaitie timing of such resolution.

Taco Bell Beef Issue

In late January 2011 a lawsuit was filed allegingadation of consumer protection statutes and pgtee business practices by Taco Bell throug
advertising that the beef served in its productséseasoned beef'Though the Company denies all claims within theslaivand intends
vigorously defend its position, the resulting négapublicity regarding its food quality has adwdysimpacted Taco Bell sales in both company
franchise stores. While we do not anticipate dasued negative impact on Taco BelBales, it is difficult for us to predict if thevall be any
significant impact on our 2011 Revenues and Opega&irofit given the recent nature of the adverdigity.

Sale of Long John Silves and A&W

Subsequent to the end of our fourth quarter, wédddcto place our Long John Silver's and A&W American Food Restaurants brands for
and began the process to identify a buyer. Infitsequarter of 2011, we anticipate that we wdtognize a non-cash pt&x impairment loss

Special Items as a result of our decision to sefle amount of the expected geex loss as well as the related tax impact willdependent upc
indications we receive as to potential sales pramed structures. We do not expect the eventdaltsahave a material impact to our ongc
earnings or cash flows.
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Restaurant Unit Activity

Worldwide

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other

Balance at end of 201
% of Total

China Division(©)
Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other®)

Balance at end of 20(
New Builds
Acquisitions
Refranchising
Closures

Other

Balance at end of 201
% of Total

Unconsolidatec

Total Excluding

Company Affiliates Franchisee Licenseed®
7,56¢ 64¢F 25,91 34,12
59t 70 1,06¢ 1,73¢
57 — (57) —
(613) — 612 Q)
(7€) (10) (75€) (944)
237 (23€) (33) (32)
7,66€ 46¢ 26,74* 34,88(
607 62 952 1,621
11C — (110) —
(949 — 94¢ —
(169) (6) (66€) (837)
— — (16) (16)
7,271 52E 27,85 35,64¢
21% 1% 78% 100%

Unconsolidatec Total Excluding

Company Affiliates Franchisee Licenseed®
2,272 64t 96 3,01:
427 70 12 50¢
(11) — 11 —
(59 (10) € (70)
237 (23€) — 1
2,86¢€ 46¢ 11¢€ 3,45
447 62 3 507
(33) — 33 —
(47) (6) ) (54
3,22¢ 52E 158 3,90¢
83% 13% 4% 100%
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YRI © Company Affiliates Franchisee Licensee«@
Balance at end of 20( 1,98 — 11,33 13,31¢
New Builds 123 — 83t 95¢
Acquisitions 15 — (15) —
Refranchising (62) — 61 —
Closures (59 — (407) (460)
Other — — ©) ©)]
Balance at end of 20( 2,00( — 11,80¢ 13,80¢
New Builds 83 — 801 884
Acquisitions 53 — (53 —
Refranchising (512) — 512 —
Closures (65) — (34€) (417
Other — — — —
Balance at end of 201 1,55¢ — 12,72 14,28
% of Total 11% — 89% 100%
Unconsolidated Total Excluding

United State! Company Affiliates Franchisee Licensee<@
Balance at end of 20( 3,31¢ — 14,48: 17,79¢
New Builds 45 — 221 26€
Acquisitions 42 — (42) —
Refranchising (547) — 54C Q)
Closures (60) — (359) (4149
Other — — (28) (28
Balance at end of 20( 2,80( — 14,81¢ 17,61¢
New Builds 82 — 14¢ 23C
Acquisitions 57 — (57 —
Refranchising (404) — 404 —
Closures (52) — (321) (372
Other — — (16) (16)
Balance at end of 201 2,48/ — 14,97, 17,46
% of Total 14% — 86% 100%
(@) The Worldwide, YRI and U.S. totals exclude82,1131 and 2,056 licensed units, respectivelyDetember 25, 2010 There are r

Unconsolidated

Total Excluding

licensed units in the China Division. As licensedts have lower average unit sales volumes thartraditional units and our curre
strategy does not place a significant emphasisxpareling our licensed units, we do not believe graviding further detail of licens:

unit activity provides significant or meaningfufammation.

(b) During the second quarter of 2009 we acquired &idit ownership in and began consolidating an tiiat operates the KFC busin
in Shanghai, China and have reclassified the agiterdingly. This entity was previously accourfimdas an unconsolidated affiliai

(c) The ending balances for 2008 and the activity f@d®for the International Division and China Diwisihave been restated to refle
change in our management reporting structure. Ifitegnational Division ending balances for 2008 &89 now include 393 and 4
Company units, respectively and 176 and 158 Fraeehunits, respectively, in Thailand and KFC Taiwath the offset to the Chi

Division ending balance




Multibrand restaurants are included in the totddsv@. Multibrand conversions increase the salespaints of distribution for the second br:
added to a restaurant but do not result in an iaddit unit count. Similarly, a new multibrand rastant, while increasing sales and point
distribution for two brands, results in just on@iidnal unit count.

System Sales Growth

The following tables detail the key drivers of ®mtsales growth for each reportable segment by yéar unit growth represents the net impa
actual system sales growth due to new unit operdangshistorical system sales lost due to closwsegedl as any necessary rounding.

2010 vs. 200!
China
Division YRI U.S. Worldwide
Same store sales growth (decli 6% —% 1% 2%
Net unit growth and othe 11 4 1 2
Foreign currency translatic 1 6 N/A 3
% Change 18% 10% 2% 7%
% Change, excluding fore 1% 4% N/A 4%
2009 vs. 200t
China
Division YRI U.S. Worldwide
Same store sales growth (decli (1)% 1% (5)% (2)%
Net unit growth and othe 11 4 1 3
Foreign currency translatic 1 ) N/A 3
% Change 11% (4)% (4)% (2)%
10% 5% N/A 1%

% Change, excluding fore
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Company Operated Store Results

The following tables detail the key drivers of tear-overyear changes of Company sales and Restaurant. p8iéite portfolio actions repres
the net impact of new unit openings, acquisitiorf;anchisings and store closures on Company salBestaurant profit. The impact of new |
openings and acquisitions represent the actual @oynpales or Restaurant profit for the periodsGbmpany operated the restaurants in the ct
year but did not operate them in the prior yeane impact of refranchisings and store closuresesgptt the actual Company sales or Reste
profit for the periods in the prior year while tBempany operated the restaurants but did not agp#ram in the current year.

The dollar changes in Company Restaurant profitdar were as follows:

China Division

2010 vs. 200!
Income / (Expense) Store
Portfolio
2009 Actions Other FX 2010
Company sale $ 3,352 $ 484 % 207 % 38 $ 4,081
Cost of sale! (1,175 (162) 12 (13) (1,362)
Cost of labol (4479) (78) (56) (6) (587)
Occupancy and oth (1,025 (160 (39 (11 (1,231
Restaurant profi $ 708 % 84 $ 104 $ 8 $ 901
Restaurant margi 21.(% 22.1%
2009 vs. 200!
Income / (Expense Store
Portfolio
2008 Actions Other FX 2009

Company sale $ 2,77¢ $ 53z % (10 $ 54 $ 3,352
Cost of sale! (1,049 (199) 86 (19 (1,17%)
Cost of labol (3649) (79 3 @) (447)
Occupancy and othi (827) (190 8 (16) (1,025
Restaurant profi $ 53¢ % 70 $ 87 % 12 $ 70%
Restaurant margi 19.2% 21.(%

In 2010, the increase in China Division Compaalgs and Restaurant profit associated with storéghio actions was primarily driven by the
development of new units and the acquisition ofitamtthl interest in and consolidation of a formdrita unconsolidated affiliate during 2009 (
Note 4 for further discussion Significant other factors impacting Company saled/ar Restaurant profit were Company same stoes sabwtl
of 6% and commodity deflation of $26 million palyaoffset by labor inflation. Additionally, Chin®ivision Restaurant profit benefited §
million from our brands’ participation in the Workekpo during 2010. This benefit will not occurd@i1.

In 2009, the increase in China Division Companyesand Restaurant profit associated with storefgliortactions was primarily driven by t

development of new units and the acquisition ofitamithl interest in and consolidation of a formehi@ unconsolidated affiliate duri
2009. Commodity deflation (primarily chicken) dd&million also impacted Restaurant profit. Compaame store sales were flat for the year.
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RI

Income / (Expense)

Company sale
Cost of sale
Cost of labol

Occupancy and oths
Restaurant profi

Restaurant margi

Income / (Expense

Company sale

Cost of sale

Cost of labol
Occupancy and othi

Restaurant profi

Restaurant margi

2010 vs. 200!
Store
Portfolio
2009 Actions FX 2010

$ 2,32¢ $ 49 $ 83 $ 2,347

(75¢) 19 (32) (759

(58€) 20 ()] (597)

(724 21 (24 (727)
$ 25E $ 11 % L s 11 $ 27¢€

10.©% 11.7%

2009 vs. 200t
Store
Portfolio
2008 Actions FX 2009

$ 2,657 $ 42 (39¢) $ 2,32¢

(85E) a7 12¢ (758)

(677) (8) 10C (58€)

(839) (12 127 (724)
$ 291 $ 5 $ (42) $ 25E

10.©% 10.%

In 2010, the decrease in YRI Company sales assaolciwith store portfolio actions was driven by refraising, primarily KFC Taiwan, partially
offset by new unit development.The increase in Restaurant profit associated wiithesportfolio actions was driven by new unit deyghen
partially offset by refranchising. Another sigo#nt factor impacting Restaurant profit during tfear was labor inflation. Company same stc

sales were flat for the year.

In 2009, the increase in YRI Company sales andaRestt profit associated with store portfolio astiovas driven by new unit developm
partially offset by refranchising and closuresgrifficant other factors impacting Company sales@nBestaurant profit were Company same !
sales growth of 1% due to higher average guestkciied commodity inflation.
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u.sS.

Income / (Expense)

Company sale
Cost of sale
Cost of labol

Occupancy and oths
Restaurant profi

Restaurant margi

Income / (Expense

Company sale
Cost of sale
Cost of labol

Occupancy and othi
Restaurant profi

Restaurant margi

2010 vs. 200!
Store
Portfolio

2009 Actions Other FX 2010
3,73¢ $ (379 $ B $ N/A 3,35¢
(2,070 103 9) N/A (97€)
(1,127 12¢€ 1 N/A (999
(1,028 11E 5 N/A (90€)

51¢ $ 34 $ 8 % N/A 477

13.% 14.2%

2009 vs. 200t
Store
Portfolio

2008 Actions Other FX 2009
4,41( $ (515 $ a57) $ N/A 3,73¢
(1,335 15€ 107 N/A (1,070
(1,329 157 51 N/A (1,127
(1,195 154 13 N/A (1,020

551 $ (46) 8 14 % N/A 51¢

12.5% 13.¢%

In 2010, the decrease in U.S. Company sales andRast profit associated with store portfolio ani was primarily driven by refranchising.
Other significant factors impacting Restaurant pprafere a negative impact from sales mix shift jadlst offset by commodity deflation of ¢

million. Company same store sales were flatlieryear.

In 2009, the decrease in U.S. Company sales andalrast profit associated with store portfolio aoi was primarily driven t
refranchising. Significant other factors impactibgmpany sales and/or Restaurant profit were Cognpame store sales decline of 4%, comm
deflation of $28 million (primarily cheese), andstgavings associated with productivity initiatives
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Franchise and license fees and income

% Increase

% Increast (Decrease) excluding
Amount (Decrease foreign currency translatic

2010 2009 2008 2010 2009 2010 2009
China Division $ 54 $ 55 $ 64 — (15) 1) (16)
YRI 741 66% 67E 11 Q) 6 7
u.s. 765 73E 72z 4 2 N/A N/A
Unallocatec — (32) — NM NM N/A N/A
Worldwide $ 1,56( $  1,42¢ $ 1,461 10 (3) 7 1

China Division Franchise and license fees and irecéon 2010 and 2009 were negatively impacted by Hdb 19%, respectively, related to
acquisition of additional interest in, and consatidn of, an entity that operated the KFCs in ShangChina during 2009. See Note

U.S. Franchise and license fees and income for 201D 2009 was positively impacted by 3% and 5%paetvely, due to the impact
refranchising

Worldwide Franchise and license fees and incom&@68 included a reduction of $32 million as a hestiour reimbursements to KFC franchis

for installation costs for the national launch arKucky Grilled Chicken that has not been allocatethe U.S. segment for performance repo
purposes
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General and Administrative Expenses

% Increase
(Decrease) excluding

% Increase foreign currency
Amount (Decrease translatior
2010 2009 2008 2010 2009 2010 2009
China Division $ 21¢€ $ 18¢ 3 16t 15 13 15 12
YRI 37¢ 362 39z 4 7 1 3
u.s. 492 482 547 2 12) N/A N/A
Unallocatec 191 18¢€ 23€ 1 (21) N/A N/A
Worldwide $ 127 $ 1,221  $ 1,34 5 9 3 (6)

The increase in China Division G&A expenses for@@hd 2009, excluding the impact of foreign cursemanslation, was driven by increased
compensation costs resulting from higher headcandtthe impact of the consolidation of a formeranmsolidated affiliate during 2009 (See No
for further discussion).

The increase in YRI G&A expenses for 2010, exclgdime impact of foreign currency translation, waseh by increased investment in strategic
growth markets, including costs related to the Rusequisition (See Note 4 for further discussigodrtially offset by G&A savings fro
refranchising all of our remaining company restatsan Taiwan.

In 2009, the increase in YRI G&A expenses, exclgdime impact of foreign currency translation, waiseh by increased investment in strat
growth markets.

The increase in U.S. G&A expenses for 2010 wasedriyy increased litigation and incentive compensatiosts, partially offset by G&A savir
from the actions taken as part of our U.S. busitrassformation measures and lower project spending

The increase in Unallocated G&A expenses for 20&86 driven by increased litigation and incentive pensation costs, partially offset by G&A
savings from the actions taken as part of our buSiness transformation measures.

In 2009, the decreases in U.S. and Unallocated @&genses were driven by the impact on G&A fromabigons taken as part of our U.S. busir
transformation measures.

Worldwide Franchise and License Expenses

Franchise and license expenses decreased 7% in Zb&0decrease was driven by lower provision fd.Ubast due receivables (primarily at k
and Pizza Hut) and lapping 2009 international frége convention costs.

Franchise and license expenses increased 19% th 20 increase was driven by quality controliatives, increased provision for U.S. past
receivables (primarily at KFC and LJS) and higmerinational franchise convention costs.
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Worldwide Other (Income) Expense 2010 2009 2008

Equity income from investments in unconsolidatdiiates $ (42) $ (36) $ 41
Gain upon consolidation of a former unconsolidatéifiate in China@ — (68) —
Gain upon sale of investment in unconsolidatediaifi (®) — — (100
Foreign exchange net (gain) loss and o €] — (16)
Other (income) expens $ (43 $ (104) $ (157)
(a) See Note 4 for further discussion of the consalidedf a former unconsolidated affiliate in Chi

(b) Fiscal year 2008 reflects the gain recognized ers#ie of our interest in our unconsolidated ati#iin Japan. See Note

Worldwide Closure and Impairment Expenses and Refrachising (Gain) Loss

See the Store Portfolio Strategy section for matitlof our refranchising activity and Notes 4 @&hibr a summary of the components of fac
actions and goodwill impairments by reportable afing segment, respectively.
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Operating Profit

Amount % B/(W)
2010 2009 2008 2010 2009

China Division $ 758 % 50¢ $ 471 27 26

YRI 58¢ 497 531 19 (6)
United State: 66¢ 647 641 3 1
Unallocated Franchise and license fees and inc — 32 — NM NM
Unallocated Occupancy and Ot} 9 — — NM NM
Unallocated and corporate expen (194, (189) (24¥) 3 24
Unallocated Impairment expen — (26) — NM NM
Unallocated Other income (expen 5 71 117 NM NM
Unallocated Refranchising gain (loss) (63) 26 5 NM NM
Operating Profi $ 1,76¢ $ 159C $ 1,517 1 5
United States operating marg 16.2% 14.5% 12.5% 1.7 ppts. 2.C ppts.
YRI operating margit 19.1% 16.€% 15.% 2.E ppts. 0.7 ppts.

China Division Operating Profit increased 27% in@Qincluding a 1%, or $6 million, favorable impdotm foreign currency translation. T
increase was driven by the impact of same stomssgiowth and new unit development, partially dftsg higher G&A costs. Operating pre
benefited $16 million from our brands’ participatim the World Expo during 2010.

China Division Operating Profit increased 26% ir02Qincluding a 2%, or $10 million, favorable impd®m foreign currency translation. T
increase was driven by the impact of commodityati&fh and new unit development, partially offsetliyher G&A expenses.

YRI Operating Profit increased 19% in 2010, inchglian 8%, or $36 million, favorable impact fromefign currency translation. Excluding
favorable impact from foreign currency translati¥iRl Operating Profit increased 11% in 2010. Theréase was driven by the impact of new
development and refranchising.

YRI Operating Profit decreased 6% in 2009, inclgdin10%, or $56 million, unfavorable impact fromefign currency translation. Excluding
unfavorable impact from foreign currency translatioRl Operating Profit increased 4% in 2009. Therease was driven by the impac
franchise net unit development on franchise anehBe fees partially offset by a $12 million goodiiviipairment charge related to our Pizza
South Korea market.

U.S. Operating Profit increased 3% in 2010. Tleedase was driven by lower Closure and impairmestsg partially offset by increased litigat
costs.

U.S. Operating Profit increased 1% in 2009. Thedase was driven by the impact on G&A from theoast taken as part of our U.S. busir
transformation measures and improved restauramatipg costs, primarily driven by commodity deftati These increases were partially offse
same store sales declines.

Unallocated Franchise and license fees and incom2d09 reflects our reimbursements to KFC fraredssfor installation costs of ovens for
national launch of Kentucky Grilled Chicken thavbanot been allocated to the U.S. segment for padace reporting purposes.

Unallocated and corporate expenses increased 2%lid due to higher litigation and incentive compgios costs, partially offset by G&A savir
from the actions taken as part of our U.S. busitressformation measures.

Unallocated and corporate expenses decreased 22808due to the impact on G&A from the actionstaks part of our U.S. business
transformation measures.
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Unallocated impairment expense in 2009 include®6rfillion impairment charge related to LIS/A&W Uddodwill.

Unallocated Other income (expense) in 2009 inclad$68 million gain upon acquisition of additiomaynership in, and consolidation of, the er
that operates KFCs in Shanghai, China, and 2008das a $100 million gain recognized on the salewfinterest in our unconsolidated affiliatt
Japan. See Note 4 for further discussion.

Unallocated Refranchising gain (loss) in 2010 idelsi pre-tax hon-cash losses of $89 million rel&dezlir efforts to refranchise a substantial
portion of our Company operated KFC restauranteénJ.S. and a non-cash loss of $52 million relatetthe sale of our Mexico equity business,
offset by U.S. gains for restaurants sold at Pizaaand Taco Bell. See Note 4 for further disonssi

Interest Expense, Net

2010 2009 2008
Interest expens $ 19t $ 21z $ 252
Interest incom (20 (18 (27)
Interest expense, n $ 17% $ 194 $ 22¢€

Interest expense, net decreased $19 million orr@201L0. This decrease was driven by both a dezlieaaverage net borrowings and a declir
interest rates on the variable portion of our debt.

Interest expense, net decreased $32 million or it42009. This decrease was primarily drivenabgecline in interest rates on the variable po
of our debt and a decrease in borrowings in 200®awared to 2008.

Income Taxes

The reconciliation of income taxes calculated atthS. federal tax statutory rate to our effectaserate is set forth below:

2010 2009 2008
U.S. federal statutory ra $ 55¢ 35.(% $ 48¢ 35.(% $ 452 35.(%
State income tax, net of federal tax ber 12 0.7 14 1.C 5 0.€
Statutory rate differential attributable to foreigperations (235 4.7 (159 (11.9 (187) (14.5)
Adjustments to reserves and prior ye 55 3.t 9 (0.€) 44 3.k
Change in valuation allowan: 22 14 9 (0.7) 12 0.€
Other, ne 4 0.2 (13 (0.9 (7) (0.5)
Effective income tax rat $ 41¢ 26.1% $ 31z 22.L% $ 31¢ 24. 1%

Statutory rate differential attributable to foreigiperations. This item includes local taxes, withholding taxasd shareholddevel taxes, net
foreign tax credits. The favorable impact is priityaattributable to a majority of our income beiegrned outside of the U.S. where tax rate
generally lower than the U.S. rate.

In 2010, the benefit was positively impacted by beognition of excess foreign tax credits generateour intent to repatriate current year for
earnings.
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In 2009, the benefit was negatively impacted bynalding taxes associated with the distributioinéércompany dividends that were only partic
offset by related foreign tax credits generatednduthe year.

In 2008, the benefit was positively impacted by theognition of deferred tax assets for the netatpey losses generated by tax planning act
implemented in 2008 (1.7 percentage points). kiitemh, the benefit was also favorably impactedabglecrease in tax expense for certain for
markets.

Adjustments to reserves and prior yee This item includes: (1) the effects of reconglimcome tax amounts recorded in our Consolid
Statements of Income to amounts reflected on ourdturns, including any adjustments to the Codstéd Balance Sheets; and (2) changes i
reserves, including interest thereon, establisbegdtential exposure we may incur if a taxing autly takes a position on a matter contrary to
position. We evaluate these amounts on a quatasis to insure that they have been appropriatdilysted for audit settlements and other ev
we believe may impact the outcome. The impact ertain effects or changes may offset items reftedte the ‘ Statutory rate differentic
attributable to foreign operationdine.

In 2010, this item included a net increase in tgxemse driven by the reversal of foreign tax ceefiit prior years that are not likely to be clain
on future tax returns.

In 2009, this item included out-of-year adjustmestsch lowered our effective tax rate by 1.6 petage points.
In 2008, this item included out-of-year adjustmenmkdch increased our effective tax rate by 1.8 petage points.

Change in valuation allowanceThis item relates to changes for deferred tartaggenerated or utilized during the current year @hanges in ot
judgment regarding the likelihood of using defertar assets that existed at the beginning of tlze. y€he impact of certain changes may of
items reflected in th&Statutory rate differential attributable to foraigoperationsline.

In 2010, the $22 million of net tax expense wasetriby $25 million for valuation allowances recatdmainst deferred tax assets generated d
the current year. This expense was partially offsea $3 million tax benefit resulting from a clgenin judgment regarding the future use of
state deferred tax assets that existed at the fiegiof the year.

In 2009, the $9 million net tax benefit was driven$25 million of benefit resulting from a changejudgment regarding the future use of fore
deferred tax assets that existed at the begindittgeo/ear. This benefit was partially offset Hy6$million for valuation allowances recorded aga
deferred tax assets generated during the year.

In 2008, the $12 million net tax expense was prilpalue to $42 million for valuation allowances oeded against deferred tax assets gene
during the year, including a full valuation alloveanprovided on deferred tax assets for net operddisses generated by tax planning actions a
did not believe it was more likely than not thagythwould be realized in the future. This increases partially offset by $30 million of benef
primarily resulting from a change in judgment refjag the future use of foreign deferred tax astetsexisted at the beginning of the year.
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Other. This item primarily includes the impact of perreandifferences related to current year earningsla®. tax credits.

In 2009, this item was positively impacted by a-tinge pretax gain of approximately $68 million, with no redd income tax expense, recogni
on our acquisition of additional interest in, amthsolidation of, the entity that operates KFC ira&hai, China. This was partially offset by a pre-
tax U.S. goodwill impairment charge of approximgt®26 million, with no related income tax benefit.

Consolidated Cash Flows

Net cash provided by operating activitiesvas $1,968 million compared to $1,404 million in020 The increase was primarily driven by hig
operating profit before special items and decreasedion contributions.

In 2009, net cash provided by operating activities $1,404 million compared to $1,52dillion in 2008. The decrease was primarily drivsy
higher pension contributions, partially offset bgher operating profit before special items.

Net cash used in investing activitiesvas $579 million versus $727 million in 2009. Tdecrease was driven by lapping the 2009 acquisifar
interest in Little Sheep, as discussed in Notend, iacreased proceeds from refranchising, partisfifget by the 2010 acquisition of our partser’
interest in Rostik's-KFC. See Note 4 for furthésadission.

In 2009, net cash used in investing activities %227 million versus $641 million in 2008. The iease was driven by the acquisition of an int
in Little Sheep, lower proceeds from refranchisamgl sales of property, plant and equipment, pbrtidiset by lower capital spending.

In December 2007, we sold our interest in our usobdated affiliate in Japan for $128 million (indes the impact of related foreign curre
contracts that were settled in December 2007). ififegnational subsidiary that owned this inteigstrates on a fiscal calendar with a period
that is approximately one month earlier than oursotidated period close. Thus, consistent withtostorical treatment of events occurring du
the lag period, the priex gain on the sale of this investment of $100ionilwas recorded in the first quarter of 2008.wdwoer, the cash proce¢
from this transaction were transferred from oueiinational subsidiary to the U.S. in December 280d were thus reported on our Consolid
Statement of Cash Flows for the year ended Dece@the2007.

Net cash used in financing activitiesvas $337 million versus $542 million in 2009. Tdecrease was driven by higher net borrowings, aib
offset by an increase in share repurchases.

In 2009, net cash used in financing activities W&42 million versus $1,459 million in 2008. Thecdemse was driven by a reduction in s
repurchases, partially offset by net payments d.de

Consolidated Financial Condition

The increase in Short-term borrowings was primatihg to the classification of $650 million in Senidnsecured Notes as Sheerm borrowing
due to the April 2011 maturity date.
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Liquidity and Capital Resources

Operating in the QSR industry allows us to genesatastantial cash flows from the operations of campany stores and from our substa
franchise operations which require a limited YUMeéstment. Net cash provided by operating actiwitias exceeded $1 billion in each of the
nine fiscal years, including nearly $2 billion i®ID. We expect these levels of net cash providesperating activities to continue in -
foreseeable future. However, unforeseen downtimneur business could adversely impact our castvsflédrom operations from the lev
historically realized.

In the event our cash flows are negatively impattgdusiness downturns, we believe we have théyabil temporarily reduce our discretion
spending without significant impact to our lotegm business prospects. Our discretionary spgndiiudes capital spending for new restaur:
acquisitions of restaurants from franchisees, @mses of shares of our Common Stock and dividpaidsto our shareholders. Additionally, a
December 25, 2010 we had approximately $1.3 billioanused capacity under our revolving creditlftes that expire in 2012, primarily relatec
a domestic facility.

During the third quarter of 2010, we issued $350ioni aggregate principal amount of 3.88% 10 yeani8r Unsecured Notes due to the favor
credit markets. As a result of issuing the Seblnsecured Notes as well as our continued stronlg ftaws from operating activities, we have ¢
and cash equivalents at December 25, 2010 thatigher than our historical levels. Our cash edeivs are temporarily invested in shtatr
investment grade securities with maturities of¢hmonths or less. We anticipate using a signifieamunt of these cash and cash equivalents
$650 million in Senior Unsecured Notes come dugpril 2011.

Our China Division and YRI represented more tha#GH the Company operating profit in 2010 (excluding Corporate amdllocated incon
and expenses) and both generate a significant anobpositive cash flows that we have historicalged to fund our international development.
the extent we have needed to repatriate interraticash to fund our U.S. discretionary cash spenpditiuding share repurchases, dividends
debt repayments, we have historically been abldateo in a tax efficient manner. As a result of substantial international developmei
significant amount of investments in foreign sulmigs are essentially permanent in duration aP@fember 25, 2010. If we experience
unforeseen decrease in our cash flows from our huSiness or are unable to refinance future U.Bt haturities we may be required to repat
future international earnings at tax rates highantwe have historically experienced.

We currently have investment grade ratings frorn&ad & Poor’'s Rating Services (BBB-) and Moaglynvestors Service (Baa3). While we

not anticipate a downgrade in our credit ratindpavngrade would increase the Company’s currenolong costs and could impact the Company’
ability to access the credit markets if necess&gsed on the amount and composition of our def@emtember 25, 2010, which included
borrowings outstanding under our credit facilitiesy interest expense would not materially incremse full year basis should we receive a one-
level downgrade in our ratings.

Discretionary Spending

During 2010, we invested $796 million in capitaksfing, including approximately $265 million in theS., $259 million for the Internatior
Division and $272 million for the China Divisiorkor 2011, we estimate capital spending will be aepipnately $900 million.

During the year ended December 25, 2010, we repgezhshares for $390 million, which includes tHeatfof $19 million in share repurcha
with trade dates prior to the 2010 fiscal year &odl cash settlement dates subsequent to the 2648l fyear. In March 2010, our Boarc
Directors authorized share repurchases throughciMan11l of up to $300 million (excluding applicalifansaction fees) of our outstanc
Common Stock. At December 25, 2010, we had remgioapacity to repurchase up to approximately $h8Bon of outstanding Common Sta
(excluding applicable transaction fees) under therdid 2010 authorization. Additionally, on Janudm 2011, our Board of Directors authori
share repurchases through July 2012 of up to $78i@m(excluding applicable transaction fees) afr mutstanding Common Stock. Shares
repurchased opportunistically as part of our regedgital structure decisions.
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During the year ended December 25, 2010, we pat davidends of $412 million. Additionally, on Nember 19, 2010 our Board of Direct
approved cash dividends of $0.25 per share of CamfBtock to be distributed on February 4, 2011 @retolders of record at the close of busi
on January 14, 2011. The Company is targetingngoiog annual dividend payout ratio of 35% - 40%ef income.

Borrowing Capacity

Our primary bank credit agreement comprises a $hillibn syndicated senior unsecured revolving dréacility (the “Credit Facility”) which
matures in November 2012 and includes 24 particigabanks with commitments ranging from $10 milliam $113 million. We believe tl
syndication reduces our dependency on any one bank.

Under the terms of the Credit Facility, we may berup to the maximum borrowing limit, less outstimgdetters of credit or banker’acceptance
where applicable. At December 25, 2010, our un@edlit Facility totaled $998 million net of outstling letters of credit of $152 million. Thi
were no borrowings outstanding under the Crediilijaat December 25, 2010. The interest rateorrowings under the Credit Facility ran
from 0.25% to 1.25% over the London Interbank GfteRate (“LIBOR”)or is determined by an Alternate Base Rate, wtdcthé greater of t
Prime Rate or the Federal Funds Rate plus 0.5086. élxact spread over LIBOR or the Alternate Baste,Ras applicable, depends on
performance under specified financial criteriatetast on any outstanding borrowings under the iCkegtility is payable at least quarterly.

We also have a $350 million, syndicated revolvinegd facility (the “International Credit Facilityyor “ICF”) which matures in November 2012 i
includes 6 banks with commitments ranging from $38ion to $90 million. We believe the syndicatiseduces our dependency on any
bank. There was available credit of $350 milliod a0 borrowings outstanding under the ICF at tiee@f 2010. The interest rate for borrowi
under the ICF ranges from 0.31% to 1.50% over LIB@Rs determined by a Canadian Alternate Base,Rdiih is the greater of the Citiba
N.A., Canadian Brancs publicly announced reference rate or the “Caanadlollar Offered Rateplus 0.50%. The exact spread over LIBOR o
Canadian Alternate Base Rate, as applicable, depepdn YUMS performance under specified financial criterigefest on any outstandi
borrowings under the ICF is payable at least qugrte

The Credit Facility and the ICF are unconditionailyaranteed by our principal domestic subsidiarigdditionally, the ICF is unconditional
guaranteed by YUM. These agreements contain finhoovenants relating to maintenance of leverage faxed charge coverage ratios and
contain affirmative and negative covenants inclgdemong other things, limitations on certain add#l indebtedness and liens, and certain
transactions specified in the agreement. GiverQibpanys strong balance sheet and cash flows we weretaldemply with all debt covene
requirements at December 25, 2010 with a consitiemhount of cushion.

The majority of our remaining longrm debt primarily comprises Senior Unsecured dlatith varying maturity dates from 2011 through 2@®ic
stated interest rates ranging from 3.88% to 8.88¥%e Senior Unsecured Notes represent senior, uregtobligations and rank equally in righ
payment with all of our existing and future unsecliunsubordinated indebtedness. Amounts outstgnuider Senior Unsecured Notes were
billion at December 25, 2010 including $650 millimnSenior Unsecured Notes due in April 2011.
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Both the Credit Facility and the ICF contain croefault provisions whereby our failure to make g@yment on any of our indebtedness
principal amount in excess of $100 million, or theceleration of the maturity of any such indebtednevill constitute a default under si
agreement. Our Senior Unsecured Notes providethieadicceleration of the maturity of any of our ip@eginess in a principal amount in exces
$50 million will constitute a default under the 8#nUnsecured Notes if such acceleration is nou#ed, or such indebtedness is not discha
within 30 days after notice.

Contractual Obligations

In addition to any discretionary spending we magade to make, our significant contractual obligai@nd payments as of December 25,
included:

More than £

Total Less than 1 Yee 1-3 Years 3-5 Years Years
Long-term debt obligation@ $ 5,12¢ $ 804 $ 544 $ 53z $ 3,241
Capital lease® 38C 26 86 46 22z
Operating lease®) 5,00¢ 55(C 997 852 2,60¢
Purchase obligatior(© 78€ 62t 131 23 9
Other() 43 12 15 6 10
Total contractual obligatior $ 11,34 $__ 2,01 $ _17r $ 146 $ 6,09
(a) Debt amounts include principal maturities and exgeédnterest payments. Rates utilized to deterrinitezest payments for variable r

debt are based on the LIBOR forward yield curveclides a fair value adjustment of $31 million uraéd in debt related to interest |
swaps that hedge the fair value of a portion ofdmbt. See Note 1

(b) These obligations, which are shown on a nominakbeslate to more than 6,000 restaurants. See Nh

(c) Purchase obligations include agreements to purofjases or services that are enforceable and legailying on us and that specify
significant terms, including: fixed or minimum qudies to be purchased; fixed, minimum or varialpléce provisions; and tl
approximate timing of the transaction. We havelw@d agreements that are cancelable without penBlirchase obligations rel
primarily to information technology, marketing, coradity agreements, purchases of property, plantguipment as well as consulti
maintenance and other agreeme

(d) Other consists of 2011 pension plan funding obibyet and projected payments for deferred compenns:
We have not included in the contractual obligatiteisle approximately $322 million for lortgrm liabilities for unrecognized tax benefits
various tax positions we have taken. These li@slimay increase or decrease over time as a @&fsialk examinations, and given the status o

examinations, we cannot reliably estimate the pedbany cash settlement with the respective tadnthorities. These liabilities also inch
amounts that are temporary in nature and for whietanticipate that over time there will be no rettcoutflow.
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We sponsor noncontributory defined benefit pengilams covering certain salaried and hourly empley#fee most significant of which are in
U.S. and U.K. The most significant of these plahs, YUM Retirement Plan (the “Plan’is funded while benefits from the other U.S. plame
paid by the Company as incurred. Our funding polar the Plan is to contribute annually amountst thill at least equal the minimum amot
required to comply with the Pension Protection Att2006. However, additional voluntary contribugsoare made from time to time as
determined to be appropriate to improve the Rldohded status. At December 25, 2010, the Plasm iwaa net underfunded position of $
million. The U.K. pension plans are in a net ufagleded position of $23 million at our 2010 measuweatrdate.

Based on the current funding status of the Plan amd UK pension plans, we will not be required t@ka significant contributions
2011. Investment performance and corporate botes fzave a significant effect on our net fundingifian as they drive our asset balances
discount rate assumption. Future changes in imesst performance and corporate bond rates coulddmpur funded status and the timing
amounts of required contributions beyond 2011.

Our post-retirement plan in the U.S. is not reqlite be funded in advance, but is pay as you ge.nvdde postetirement benefit payments of
million in 2010 and no future funding amounts areluded in the contractual obligations table. et 14 for further details about our pension
post-retirement plans.

We have excluded from the contractual obligati@ide payments we may make for exposures for whietare self-insured, including workers’
compensation, employment practices liability, gah&ability, automobile liability, product liabily and property losses (collectivelproperty an
casualty losses”) and employee healthcare and tlemmg-disability claims. The majority of our recedl liability for selfinsured employe
healthcare, long-term disability and property aagualty losses represents estimated reservescfaréa claims that have yet to be filed or settled.

Off-Balance Sheet Arrangements

We have agreed to provide financial support, iureg, to an entity that operates a franchiseeitgngrogram used primarily to assist franchit
in the development of new restaurants and, to sefesxtent, in connection with the Companijistorical refranchising programs. As part d$
agreement, we have provided a partial guarantepmfoximately $15 million and two letters of cretditaling approximately $23 million in supp
of the franchisee loan program at December 25, 2@k such letter of credit could be used if wié ta meet our obligations under ¢
guarantee. The other letter of credit could beduse certain circumstances, to fund our partiégratin the funding of the franchisee Ic
program. The total loans outstanding under the lo@ol were $70 million with an additional $30 rat available for lending at December
2010.

Our unconsolidated affiliates had approximately #1lion and $40 million of debt outstanding asécember 25, 2010 and December 26, z
respectively.

New Accounting Pronouncements Not Yet Adopted
In January 2010, the Financial Accounting Stand&uisrd (“FASB”)issued new guidelines and clarifications for impngvdisclosures about fi
value measurements. This guidance requires entiatiselosures for purchases, sales, issuancesseitiements on a gross basis for Level &

value measurements. We do not anticipate the maopf this guidance to materially impact the CompaThese new disclosures are effective
interim and annual reporting periods beginningreitecember 15, 2010.

53




In July 2010, the FASB issued accounting guidahe¢ tequires new disclosures about an emtigffowance for credit losses and the credit ¢
of its financing receivables. Existing disclosuaes amended to require an entity to provide aedaclosures on a disaggregated basis by pot
segment or by class of financing receivables. fidw® disclosures as of the end of a reporting peaiedeffective for interim and annual repor
periods ending on or after December 15, 2010 and baen complied with in this Form X0- The disclosures about activity that occurs g
reporting period are effective for interim and aalmeporting periods beginning on or after Decenitir2010.

Critical Accounting Policies and Estimates

Our reported results are impacted by the applinadiocertain accounting policies that require usntke subjective or complex judgments. TI
judgments involve estimations of the effect of mdtthat are inherently uncertain and may signitigaimpact our quarterly or annual result:
operations or financial condition. Changes ingemates and judgments could significantly affeat results of operations, financial condition
cash flows in future years. A description of what consider to be our most significant critical@aating policies follows.

Impairment or Disposal of Lonbived Assets

We review our londived assets of restaurants (primarily PP&E andcalted intangible assets subject to amortizatioai are currently operati
semiannually for impairment, or whenever events or gesnin circumstances indicate that the carrying armhof a restaurant may not
recoverable. We evaluate recoverability basedcherr¢staurang’ forecasted undiscounted cash flows, which inaatpoour best estimate of s¢
growth and margin improvement based upon our planthe unit and actual results at comparable veatds. For restaurant assets that ar
deemed to be recoverable, we write down an impaisthurant to its estimated fair market valuey Essumptions in the determination of
value are the future after-tax cash flows of thetaerant and discount rate. The atter-cash flows incorporate reasonable sales gramthmargii
improvement assumptions that would be used byrefiigee in the determination of a purchase pricehfe restaurant. Estimates of future «
flows are highly subjective judgments and can gaificantly impacted by changes in the businessconomic conditions.

We perform an impairment evaluation at a restaugamtip level if there is an expectation that wd vafranchise restaurants as a group. Expi
net sales proceeds are generally based on actisfrbim the buyer, if available, or anticipatedsb@ven the discounted projected aftzx-cas
flows for the group of restaurants. The atgex-cash flows used in determining the anticipdtield incorporate reasonable assumptions we bed
franchisee would make such as sales growth and imangprovement as well as expectations as to thefulidives of the restaure
assets. Historically, these anticipated bids Hseen reasonably accurate estimations of the preadtihately received.

The discount rate used in the fair value calcuteties our estimate of the required rate of rethat & franchisee would expect to receive v
purchasing a similar restaurant or groups of reates and the related loriged assets. The discount rate incorporates ftesturns for historici
refranchising market transactions and is commertesuvith the risks and uncertainty inherent in thee€asted cash flows.

We have certain definitived intangible assets that are not attributabla specific restaurant, such as the LIS and A&deimark/brand intangit
assets and franchise contract rights, which aretéarad over their expected useful lives. We béseexpected useful lives of our trademark/b
intangible assets on a number of factors includivegcompetitive environment, our future developn@ans for the applicable Concept and
level of franchisee commitment to the Concept. §éeerally base the expected useful lives of ounchigse contract rights on their respec
contractual terms including renewals when appragria

These definitdived intangible assets are evaluated for impaitrmgrenever events or changes in circumstancesataltbat the carrying amount
the intangible asset may not be recoverable. fangible asset that is deemed impaired is writmrdto its estimated fair value, which is base
discounted after-tax cash flows. For purposesuofrapairment analysis, we update the cash floaswrere initially used to value the definiteed
intangible asset to reflect our current estimatesassumptions over the asset’s future remainfag li

See Note 2 for a further discussion of our poliegarding the impairment or disposal of propertgnpbnd equipment.
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Impairment of Goodwill

We evaluate goodwill for impairment on an annuai®ar more often if an event occurs or circumstarnthange that indicates impairment
exist. Goodwill is evaluated for impairment thrbutdpe comparison of fair value of our reportingtsiio their carrying values. Our reporting u
are our operating segments in the U.S., our YRirn&ss units (typically individual countries) andr @hina Division brands. Fair value is the p
a willing buyer would pay for the reporting unifpdais generally estimated using discounted expeftteote aftertax cash flows from compa
operations and franchise royalties.

Future cash flow estimates and the discount radhe key assumptions when estimating the fairevalua reporting unit. Future cash flows
based on growth expectations relative to recenotiéal performance and incorporate sales growth margin improvement assumptions tha
believe a buyer would assume when determining eh@aise price for the reporting unit. The sales ¢gnaand margin improvement assumptions
factor into the discounted cash flows are highlyelated as cash flow growth can be achieved thraagious interrelated strategies such as pr
pricing and restaurant productivity initiatives.€ertliscount rate is our estimate of the requireel oftreturn that a thirgarty buyer would expect
receive when purchasing a business from us thadtitotes a reporting unit. We believe the discowate is commensurate with the risks
uncertainty inherent in the forecasted cash flows.

The fair values of each of our reporting units wambstantially in excess of their respective cagyalues as of the 2010 goodwill impairment
that was performed at the beginning of the foutdhrter. However, our Pizza Hut United Kingdom ®U) reporting unit, for which $104 millic
in goodwill was recorded at year end 2010, has iepecd deteriorating operating performance overist several years as sales and profits
declined. Our forecasts of future cash flows itedwining the fair value of this reporting unit orporate plans that have been put into pla:
return the business to previous levels of profiiighi These plans include specific measures toedsystem sales growth, which is the assum
that most significantly drives the cash flow expgicins and resulting fair value estimations of téyeorting unit, over the next three years. W
such forecasted system sales growth is higher wiaat we would normally anticipate for a mature nearlke Pizza Hut U.K., such growth
reflective of our belief that the business has eepeed a temporary downturn and that sales dexlmeecent years can be recovered. If our |
to drive system sales growth are not achieved @nat expected to be achieved, this could impaardéuestimations of fair value of the Pizza
U.K. reporting unit and result in impairment of seor all of the Pizza Hut U.K. recorded goodwillikewise, if other events, such as higher
anticipated inflation that we were unable to recdabeough increased sales, were to occur that woetghtively impact the outlook for the busir
and our resulting estimations of fair value, somalbof the goodwill could be impaired.

When we refranchise restaurants we include goodmwilhe carrying amount of the restaurants dispasdshsed on the relative fair values of
portion of the reporting unit disposed of in th&aachising and the portion of the reporting uhéttwill be retained. The fair value of the pontiof
the reporting unit disposed of in a refranchisisglétermined by reference to the discounted vditieeofuture cash flows expected to be gene
by the restaurant and retained by the franchisé&hainclude a deduction for the anticipated, fatmwyalties the franchisee will pay us associ
with the franchise agreement entered into simutiasly with the refranchising transaction. Appragei adjustments are made if such franc
agreement is determined to not be at prevailingkaetaiates. When determining whether such franchigeement is at prevailing market rates
primary consideration is consistency with the temfisur current franchise agreements both withia dountry that the restaurants are b
refranchised in and around the world. The Comgaglieves consistency in royalty rates as a pergentfsales is appropriate as the Compan!
franchisee share in the impact of near-term fluatna in sales results with the acknowledgment tivatr the longerm the royalty rate represe
an appropriate rate for both parties.
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The discounted value of the future cash flows etqubto be generated by the restaurant and retainéae franchisee is reduced by future roya
the franchisee will pay the Company. The Compég ttonsiders the fair value of future royaltieb¢oreceived under the franchise agreeme
fair value retained in its determination of the dadl to be written off when refranchising. Othemsay consider the fair value of these fu
royalties as fair value disposed of and thus wauwldclude that a larger percentage of a reportirigufair value is disposed of in a refranchit
transaction.

During 2010, the Company’reporting units with the most significant refrhising activity and recorded goodwill were our Taiwbusiness ur
and our Pizza Hut}.S. operating segment. Within our Taiwan busingss 124 restaurants were refranchised (represet00% of beginning
year company units) and $7 million in goodwill wasitten off (representing 19% of beginning of yegrodwill). Within our Pizza H--U.S.
operating segment, 278 restaurants were refraritllispresenting 43% of beginning of year comparijsyand $3 million in goodwill was writte
off (representing 4% of beginning of year goodwill)

See Note 2 for a further discussion of our policegarding goodwill.

Allowances for Franchise and License Receivables/étees

Franchise and license receivable balances inclagelties, initial fees as well as other ancillapceivables such as rent and fees for su
services. Our reserve for franchisee or licenseeivable balances is based upondefned aging criteria or upon the occurrence bepevent
that indicate that we may not collect the balange. dThis methodology results in an immaterial antaf unreserved past due receivable bale
at December 25, 2010. As such, we believe oumwaltee for franchise and license receivables is wateqto cover potential exposure fi
uncollectible receivable balances at December @50 2

We have historically issued certain guaranteesetralb of franchisees primarily as a result of 19igising our interest in obligations under opere
leases, primarily as a condition to the refrancigisof certain Company restaurants, 2) facilitatfrgnchisee development and 3) equipr
financing arrangements to facilitate the launchef sales layers by franchisees. We recognizabdity for the fair value of such guarantees L
inception of the guarantee and upon any subsequedification, such as renewals, when we remainicgantly liable. The fair value of
guarantee is the estimated amount at which thditiabould be settled in a current transactiorviztn willing unrelated parties.

The potential total exposure for lease assignmiengggnificant when aggregated, with approximat®#p0 million representing the present ve
discounted at our priax cost of debt, of the minimum payments of thegmed leases at December 25, 2010. Current fiseeh are the prime
lessees under the vast majority of these leasdslitiBnally, we have guaranteed approximately $28ion of franchisee loans for vario
equipment programs. We generally have cdefsult provisions with these franchisees that wqult them in default of their franchise agreer
in the event of non-payment under assigned leasdscartain of the equipment loan programs. Weeklielithese crossefault provision
significantly reduce the risk that we will be regad to make payments under these guarantees atakidally, we have not been required to nr
significant payments for guarantees. If paymentt@se guarantees becomes probable and estimablecard a liability for our exposure un
these guarantees. At December 25, 2010, we havederl an immaterial liability for our exposure anthese guarantees which we consider
probable and estimable. If we begin to be requioguerform under these guarantees to a greatentextur results of operations could be negat
impacted.

See Note 2 for a further discussion of our policegarding franchise and license operations.

See Note 19 for a further discussion of our guaemit
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SelfInsured Property and Casualty Losses

We record our best estimate of the remaining apsettle incurred selfisured property and casualty losses. The estiigdtased on the results
an independent actuarial study and considers hiatarlaim frequency and severity as well as charigdactors such as our business environr
benefit levels, medical costs and the regulatonyirenment that could impact overall séffisurance costs. Additionally, a risk margin tore
unforeseen events that may occur over the seveaabyt takes for claims to settle is includedun @serve, increasing our confidence level the
recorded reserve is adequate.

See Note 19 for a further discussion of our inscegerograms.
Pension Plans

Certain of our employees are covered under defiee@fit pension plans. The most significant okthplans are in the U.S. We have recorde
underfunded status of $201 million for these U.S. plassa pension liability in our Consolidated Balafteet as of December 25, 2010. T
U.S. plans had a projected benefit obligation (“PB&@ $1,108 million and a fair value of plan assef $907 million at December 25, 2010.

The PBO reflects the actuarial present value obafiefits earned to date by employees and incagmmssumptions as to future compens
levels. Due to the relatively long time frame owdrich benefits earned to date are expected talk pur PBOS are highly sensitive to change
discount rates. For our U.S. plans, we measured®BO using a discount rate of 5.90% at DecembgeR@%50. This discount rate was determ
with the assistance of our independent actuarye ffimary basis for our discount rate determinat®@ model that consists of a hypothe
portfolio of ten or more corporate debt instrumenastted Aa or higher by Moods’'with cash flows that mirror our expected bengéiyment cas
flows under the plans. We excluded from the madldese corporate debt instruments flagged by Maofty' a potential downgrade and bonds
yields that were two standard deviations or momvalthe mean. In considering possible bond paopthe model allows the bond cash flows
a particular year to exceed the expected beneffit #aws for that year. Such excesses are asstorteglreinvested at appropriate orear forwari
rates and used to meet the benefit cash flowsfutuse year. The weightealverage yield of this hypothetical portfolio wasddgo arrive at ¢
appropriate discount rate. We also ensure thatggsin the discount rate as compared to the pear are consistent with the overall chanc
prevailing market rates and make adjustments asssacy. A 50 basis point increase in this distoate would have decreased our U.S. plans’
PBO by approximately $95 million at our measurentate. Conversely, a 50 basis point decreaseisrdiscount rate would have increased
U.S. plans’ PBO by approximately $104 million at oveasurement date.

The pension expense we will record in 2011 is afgmacted by the discount rate we selected at oasorement date. We expect pension ex
for our U.S. plans to increase approximately $8iamilto $49 million in 2011. The increase is priihadriven by an increase in amortization of
loss. A 50 basis point change in our discount msumption at our measurement date would impact20@l U.S. pension expense
approximately $15 million.

The assumption we make regarding our expected termyrates of return on plan assets also impactp@nsion expense. Our estimated loegr
rate of return on U.S. plan assets represents éightedaverage of historical returns for each asset cayegaljusted for an assessment of cul
market conditions. Our expected lotegm rate of return on U.S. plan assets, for puepad determining 2011 pension expense, at Deceli
2010 was 7.75%. We believe this rate is approprgiven the composition of our plan assets andfiést market returns thereon. A ¢
percentage point increase or decrease in our esgh&migterm rate of return on plan assets assumption wibettlease or increase, respectively
2011 U.S. pension plans’ expense by approximat@isnilion.
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The losses our U.S. plan assets have experieniced), &ith a decrease in discount rates over timggHargely contributed to an unrecognized pre-
tax net loss of $363 million included in Accumulatether comprehensive income (loss) for the U.8nplat December 25, 2010. For purpos
determining 2010 expense, our funded status was that we recognized $23 million of net loss in petiodic benefit cost. We will recogn
approximately $31 million of such loss in 2011.

See Note 14 for further discussion of our pensiang

Stock Options and Stock Appreciation Rights Expense

Compensation expense for stock options and stogkeajation rights (“SARS”) is estimated on the drdate using a Blackcholes option pricir
model. Our specific weighted-average assumptionshie riskfree interest rate, expected term, expected vityatihd expected dividend yield i
documented in Note 15. Additionally, we estimateeypesting forfeitures for purposes of determining pemsation expense to
recognized. Future expense amounts for any patiquarterly or annual period could be affectedchgnges in our assumptions or chang
market conditions.

We have determined that it is appropriate to groupstock option and SAR awards into two homogesapoups when estimating expected 1
and pre-vesting forfeitures. These groups corfigirants made primarily to restaurdetel employees under our Restaurant General Ma
Stock Option Plan (the “RGM Plan”) and grants mamlexecutives under our other stock award plaristoHcally, approximately 10% 5% o
total options and SARs granted have been made tinel&tGM Plan.

Stock option and SAR grants under the RGM Plancsllyi cliff vest after four years and grants madeskecutives under our other stock av
plans typically have a graded vesting schedule\aasi 25% per year over four years. We use a singightedaverage expected term for
awards that have a graded vesting schedule. Wealtege our expected term assumptions using histioeixercise and posesting employmel
termination behavior on a regular basis. Basedhenresults of this analysis, we have determined five years and six years are approp
expected terms for awards to restaurant level eyepband to executives, respectively.

Upon each stock award grant we reevaluate the &gbeolatility, including consideration of both tasical volatility of our stock as well as impli
volatility associated with our traded options. Wave estimated preesting forfeitures based on historical data. Basesuch data, we believe t
approximately 50% of all awards granted under tli&VvRPlan will be forfeited and approximately 25% af awards granted to abowtore
executives will be forfeited.
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Income Taxes

At December 25, 2010, we had a valuation allowarfcg191 million primarily to reduce our net openagtiloss and tax credit carryforward bent
of $220 million, as well as our other deferred #éssets, to amounts that will more likely than netéalized. The net operating loss and tax ¢
carryforward benefits exist in state and foreigmisgictions that have varying carryforward periodsd restrictions on usage, includ
approximately $108 million in certain foreign jutistions that may be carried forward indefiniteljhe estimation of future taxable income in tt
jurisdictions and our resulting ability to utilizeet operating loss and tax credit carryforward fienean significantly change based on future ew,
including our determinations as to the feasibitifycertain tax planning strategies. Thus, recondsdation allowances may be subject to mat
future changes.

As a matter of course, we are regularly auditedelral, state and foreign tax authorities. Wegedze the benefit of positions taken or expe
to be taken in our tax returns in our Income tapvmion when it is more likely than not (i.e. adlihood of more than fifty percent) that the pasi
would be sustained upon examination by these t#xodties. A recognized tax position is then meaduat the largest amount of benefit thi
greater than fifty percent likely of being realizegon settlement. At December 25, 2010, we ha® $8illion of unrecognized tax benefits, $:
million of which, if recognized, would affect théfective tax rate. We evaluate unrecognized tanefits, including interest thereon, on a quar
basis to ensure that they have been appropriatilsted for events, including audit settlementsictvimay impact our ultimate payment for s
exposures.

Additionally, we have not provided deferred tax fiovestments in foreign subsidiaries where theywagrvalues for financial reporting exceed
tax basis, totaling approximately $1.3 billion ad@mber 25, 2010, as we believe the excess istiedlsepermanent in duration. If our intentic
were to change in the future based on a chang&danestances, deferred tax may need to be prowtethis excess that could materially imj
income taxes.

See Note 17 for a further discussion of our incoaxes.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The Company is exposed to financial market riskseisted with interest rates, foreign currency exgje rates and commodity prices. In
normal course of business and in accordance witlpolicies, we manage these risks through a vagéstrategies, which may include the us
derivative financial and commodity instruments ®dge our underlying exposures. Our policies piibhiiie use of derivative instruments
trading purposes, and we have procedures in ptag®hitor and control their use.

Interest Rate Risk

We have a market risk exposure to changes in stteages, principally in the U.S. We attempt toimiize this risk and lower our overall borrow
costs through the utilization of derivative finagddnstruments, primarily interest rate swaps. sehewaps are entered into with financial institg
and have reset dates and critical terms that mhtde of the underlying debt. Accordingly, anymdpain market value associated with interest
swaps is offset by the opposite market impact erréhated debt.

At December 25, 2010 and December 26, 2009, a hggioal 100 basis point increase in shertn interest rates would result, over the folloy
twelve-month period, in a reduction of approximately $8lionn and $6 million, respectively, in income befoincome taxes. The estimg
reductions are based upon the current level ofbgirate debt and assume no changes in the vaurmemposition of that debt and include
impact from interest income related to cash anth eagiivalents. In addition, the fair value of derivative financial instruments at December
2010 and December 26, 2009 would decrease appriym®22 million and $20 million, respectively. @Hair value of our Senior Unsecu
Notes at December 25, 2010 and December 26, 200¢dvaecrease approximately $191 million and $18liani respectively. Fair value w
determined based on the present value of expeatedefcash flows considering the risks involved asthg discount rates appropriate for
duration.

Foreign Currency Exchange Rate Risk

The combined International Division and China Diwis Operating Profits constitute more than 65% of ®perating Profit in 2010, excludi
unallocated income (expenses). In addition, then@anys net asset exposure (defined as foreign curresssgta less foreign currency liabiliti
totaled approximately $3.2 billion as of Decemb&r 2010. Operating in international markets expdbesCompany to movements in fore
currency exchange rates. The Company’s primanp@&x@s result from our operations in ABiacific, Europe and the Americas. Change
foreign currency exchange rates would impact thesiation of our investments in foreign operatiothig fair value of our foreign currer
denominated financial instruments and our repditeeign currency denominated earnings and cashsflovor the fiscal year ended Decembe
2010, Operating Profit would have decreased appratdly $135 million if all foreign currencies hadifermly weakened 10% relative to the L
dollar. The estimated reduction assumes no changedes volumes or local currency sales or ipiges.

We attempt to minimize the exposure related toiovestments in foreign operations by financing thos/estments with local currency debt w
practical. In addition, we attempt to minimize #wposure related to foreign currency denominaiteghtial instruments by purchasing goods
services from third parties in local currencies wipeactical. Consequently, foreign currency denat@d financial instruments consist primarily
intercompany short-term receivables and payabddimes, we utilize forward contracts to reduce exposure related to these intercompany short-
term receivables and payables. The notional amanghimaturity dates of these contracts match thb#®e underlying receivables or payables !

that our foreign currency exchange risk relatethése instruments is minimized.

Commodity Price Risk

We are subject to volatility in food costs as autesf market risk associated with commodity pric€ur ability to recover increased costs thrc
higher pricing is, at times, limited by the comfieé environment in which we operate. We manageesyposure to this risk primarily throu
pricing agreements with our vendors.

60




Item 8. Financial Statements and Supplementary Date

INDEX TO FINANCIAL INFORMATION

Page Referenc

Consolidated Financial Statement:
Report of Independent Registered Public Accourfing

Consolidated Statements of Income for the fiscalryeended December 25, 2010, December 26, 200
December 27, 20C

Consolidated Statements of Cash Flows for the [figears ended December 25, 2010, December 26, 20¢
December 27, 20C

Consolidated Balance Sheets as of December 25,&td @ecember 26, 20(

Consolidated Statements of Sharehol Equity (Deficit) and Comprehensive Income (Loss)tfe fiscal yeal
ended December 25, 2010, December 26, 2009 andhibece7, 200!

Notes to Consolidated Financial Stateme
Managemer's Responsibility for Financial Stateme
Financial Statement Schedules

No schedules are required because either the eghjiriformation is not present or not present in am® sufficient to require submission of
schedule, or because the information requiredcisiited in the above listed financial statementsates thereto.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Shareholders
YUM! Brands, Inc.

We have audited the accompanying consolidated talaheets of YUM! Brands, Inc. and Subsidiaries ¥¥las of December 25, 2010 a
December 26, 2009, and the related consolidatednsémts of income, cash flows, and shareholdeysity (deficit) and comprehensive inco
(loss) for each of the fiscal years in the threarygeriod ended December 25, 2010. We also havieedudUM’s internal control over financi
reporting as of December 25, 2010, based on aitsiablished iinternal Control — Integrated Framewoigsued by the Committee of Sponsor
Organizations of the Treadway Commission. YWdMhanagement is responsible for these consolidéedcial statements, for maintaini
effective internal control over financial reportjrend for its assessment of the effectivenesstefrial control over financial reporting, includec
the accompanying Item 9A, “Management’s Report merhal Control over Financial Reportinddur responsibility is to express an opinion
these consolidated financial statements and anarpon YUM'’s internal control over financial repimg based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighalo(United States). Those stande
require that we plan and perform the audits toinbtasonable assurance about whether the finasteisgments are free of material misstater
and whether effective internal control over finahdieporting was maintained in all material respe@ur audits of the consolidated finan:
statements included examining, on a test basideage supporting the amounts and disclosures ifirthecial statements, assessing the accou
principles used and significant estimates made bBypagement, and evaluating the overall financigkstant presentation. Our audit of inter
control over financial reporting included obtainiag understanding of internal control over finahcéporting, assessing the risk that a matt
weakness exists, and testing and evaluating thigrdesid operating effectiveness of internal conbased on the assessed risk. Our audits
included performing such other procedures as waidered necessary in the circumstances. We belimteour audits provide a reasonable b
for our opinions.

A companys internal control over financial reporting is a@ess designed to provide reasonable assuranceliregshe reliability of financia
reporting and the preparation of financial statetséor external purposes in accordance with gelyeaatepted accounting principles. A company’
internal control over financial reporting includé®se policies and procedures that (1) pertairhéonhaintenance of records that, in reason
detail, accurately and fairly reflect the transas and dispositions of the assets of the comp@)yrovide reasonable assurance that transac
are recorded as necessary to permit preparatifinasfcial statements in accordance with generalbepted accounting principles, and that rece
and expenditures of the company are being made ionBccordance with authorizations of managemeunt @irectors of the company; a
(3) provide reasonable assurance regarding prevenoti timely detection of unauthorized acquisitiosg, or disposition of the compasyasset
that could have a material effect on the finansiatements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or detenisstatements. Also, projections of ¢
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, or the
degree of compliance with the policies or procedumnay deteriorate.

In our opinion, the consolidated financial statetaaeferred to above present fairly, in all materéspects, the financial position of YUM as
December 25, 2010 and December 26, 2009, and sitg®f its operations and its cash flows for eatthe fiscal years in the thrgear perioc
ended December 25, 2010, in conformity with U.Shegally accepted accounting principles. Also in opmion, YUM maintained, in all materi
respects, effective internal control over financigborting as of December 25, 2010, based on ierigsstablished itnternal Control —Integrated
Frameworkissued by the Committee of Sponsoring Organizatidrise Treadway Commission.

/s KPMG LLP
Louisville, Kentucky
February 14, 201 1
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Consolidated Statements of Income
YUM! Brands, Inc. and Subsidiaries

Fiscal years ended December 25, 2010, Decemb@0P8,and December 27, 2008

(in millions, except per share data)

Revenues
Company sale
Franchise and license fees and ince

Total revenues

Costs and Expenses, N¢
Company restauran
Food and pape
Payroll and employee benef
Occupancy and other operating expenses

Company restaurant expen:

General and administrative expen
Franchise and license expen

Closures and impairment (income) exper

Refranchising (gain) los
Other (income) expen:

Total costs and expenses, net

Operating Profit

Interest expense, n

Income Before Income Taxe:

Income tax provision

Net Income- including noncontrolling intere:

Net Income— noncontrolling interes
Net Income- YUM! Brands, Inc.

Basic Earnings Per Common Shart
Diluted Earnings Per Common Share

Dividends Declared Per Common Shar:

See accompanying Notes to Consolidated Financia¢®ents.

2010 2009 2008
9,78¢ 9,41¢ 9,84:
1,56( 1,42: 1,461

11,34: 10,83¢ 11,30
3,091 3,00¢ 3,23¢
2,17z 2,15¢ 2,37
2,851 2,77 2,85¢
8,12( 7,93¢ 8,46¢
1,277 1,221 1,34

11¢ 11€ 9¢
47 102 43
63 (26) ()
(43) (104 (157)
9,57+ 9,24¢ 9,781
1,76¢ 1,59( 1,517
17t 194 22€
1,59¢ 1,39¢ 1,291
41€ 31¢ 31¢
1,17¢ 1,08¢ 972
20 12 8
1,15¢ 1,071 964
2.44 2.2¢ 2.0¢
2.3¢ 2.2z 1.9€
0.92 0.8 0.7
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Consolidated Statements of Cash Flows
YUM! Brands, Inc. and Subsidiaries
Fiscal years ended December 25, 2010, Decemb@0P8,and December 27, 2008

(in millions)
2010 2009 2008
Cash Flows— Operating Activities
Net Income- including noncontrolling intere: $ 1,17¢ $ 1,08t $ 972
Depreciation and amortizatic 58¢ 58C 55€
Closures and impairment (income) exper 47 10z 43
Refranchising (gain) los 63 (26) (5)
Contributions to defined benefit pension pl: (52 (280) (66)
Gain upon consolidation of a former unconsolidatiiiiate in China — (68) —
Gain on sale of interest in Japan unconsolidatéiihéd — — (100
Deferred income taxe (110 72
Equity income from investments in unconsolidatddiates (42) (36) (42)
Distributions of income received from unconsolidbédfiliates 34 31 41
Excess tax benefit from shi-based compensatic (69) (59 (44)
Shar~based compensation expel 47 56 58
Changes in accounts and notes receiv (12 3 (6)
Changes in inventorie (68) 27 (8)
Changes in prepaid expenses and other currens: 61 @) 4
Changes in accounts payable and other currentitied 61 (62) 18
Changes in income taxes paya 104 (95) 39
Other, net 137 82 58
Net Cash Provided by Operating Activities 1,96¢ 1,404 1,521
Cash Flows- Investing Activities
Capital spendin (79€) (797) (93%)
Proceeds from refranchising of restaure 26E 194 26€
Acquisitions and investmen (62) (139) (35)
Sales of property, plant and equipm 33 34 72
Other, net (19) (19 (9)
Net Cash Used in Investing Activities (57¢ (727) (6417)
Cash Flows- Financing Activities
Proceeds from lor-term debi 35C 49¢ 37¢
Repayments of lor-term debr (29) (52¢) (26¢)
Revolving credit facilities, three months or lesst 5) (295) 27¢
Shor-term borrowings by original maturi
More than three montt— proceed: — — —
More than three montt— payments — — —
Three months or less, r 3 (8) (17)
Repurchase shares of Common St (377) — (1,62¢)
Excess tax benefit from shi-based compensatic 69 58 44
Employee stock option procee 10z 11z 72
Dividends paid on Common Sto (412) (362) (322)
Other, net (38) (20 —
Net Cash Used in Financing Activities (337) (542) (1,459
Effect of Exchange Rates on Cash and Cash Equivalsr 21 (15) (11)
Net Increase (Decrease) in Cash and Cash Equivalst 1,07: 12C (590
Change in Cash and Cash Equivalents due to consddition of entities
in China — 17 17
Cash and Cash Equivalent— Beginning of Year 353 21€ 78¢
Cash and Cash Equivalent— End of Year $ 1,42¢ $ 35z $ 21¢€

See accompanying Notes to Consolidated Financiat®ents.
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Consolidated Balance Sheets
YUM! Brands, Inc. and Subsidiaries
December 25, 2010 and December 26, 2009

(in millions)
2010 2009
ASSETS
Current Assets
Cash and cash equivalel 1,42¢ 358
Accounts and notes receivable, 25€ 23¢
Inventories 18¢ 122
Prepaid expenses and other current a: 26¢ 314
Deferred income taxe 61 81
Advertising cooperative assets, restric 112 99
Total Current Assets 2,31 1,20¢
Property, plant and equipment, | 3,83( 3,89¢
Goodwill 65¢ 64C
Intangible assets, n 47E 462
Investments in unconsolidated affiliai 154 144
Other asset 51¢ 544
Deferred income taxe 36€ 251
Total Assets 8,31¢ 7,148
LIABILITIES AND SHAREHOLDERS '’ EQUITY
Current Liabilities
Accounts payable and other current liabilit 1,60z 1,41%
Income taxes payab 61 82
Shor-term borrowings 673 59
Advertising cooperative liabilitie 11z 99
Total Current Liabilities 2,44¢ 1,652
Long-term debt 2,91t 3,207
Other liabilities and deferred cred 1,28¢ 1,17¢
Total Liabilities 6,641 6,03/
Shareholder¢ Equity
Common Stock, no par value, 750 shares authori@@ishares issued in 2010 and 2 86 258
Retained earning 1,715 99¢
Accumulated other comprehensive |i (227 (229
Total Shareholders Equity — YUM! Brands, Inc. 1,57¢ 1,02¢
Noncontrolling interes 93 89
Total Shareholders Equity 1,66¢ 1,114
8,31¢ 7,14¢

Total Liabilities and Shareholders’ Equity

See accompanying Notes to Consolidated Financiat®ents.
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Consolidated Statements of Shareholders’ Equity (Oieit) and Comprehensive Income (Loss)

YUM! Brands, Inc. and Subsidiaries
Fiscal years ended December 25, 2010, Decemb@0P8,and December 27, 2008
(in millions)

Yum! Brands, Inc

Accumulated

Other
Issued Common Stoc Retainec Comprehensivi  Noncontrolling
Shares Amount Earnings Income(Loss Interest Total

Balance at December 29, 20(C 49¢ $ — $ 1,11¢ $ 20 $ — $ 1,13¢
Net Income 964 8 972
Foreign currency translation adjustm (199¢) (19¢)
Foreign currency translation adjustm

included in Net Incom (25) (25)
Pension and post-retirement benefit plans

(net of tax impact of $114 millior (20¢) (20¢)
Net unrealized loss on derivati

instruments (net of tax impact of $4

million) 7 )
Comprehensive Incorn 534
Consolidation of a former unconsolidated

affiliate 12 12
Adjustment to change pension plans

measurement dates (net of tax impact of

$4 million) (7 7
Dividends declare (339) (6) (345)
Repurchase of shares of Common Si 47 (181) (1,439 (1,615
Employee stock option and SARs exerc

(includes tax impact of $40 milliot 6 112 112
Compensation-related events (includes tax

impact of $6 million) 1 7€ 76
Balance at December 27, 20C 45¢ $ 7 $ 30 $ (419 $ 14 $ (99
Net Income 1,071 12 1,08¢
Foreign currency translation adjustm 17¢ 17€
Pension and pc-retirement benefit plar

(net of tax impact of $9 millior 13 13
Net unrealized gain on derivati

instruments (net of tax impact of $3

million) 5 S
Comprehensive Incorn 1,277
Purchase of subsidiary shares from

noncontrolling interes 70 70
Dividends declare (37¢) @) (385)
Employee stock option and SARs exerc

(includes tax impact of $57 milliot 10 16¢ 16€
Compensation-related events (includes tax

impact of $2 million) — 78 78
Balance at December 26, 20C 46¢ $ 25 $ 99¢ $ (2249 $ 89 $ 111
Net Income 1,15¢ 20 1,17¢
Foreign currency translation adjustm 8 4 12
Pension and post-retirement benefit plans

(net of tax impact of $7 millior (10) (10)
Net unrealized loss on derivati

instruments (net of tax impact of less

than $1 million) (1) 1
Comprehensive Incorn 1,17¢
Dividends declare (437) (20) (457)
Repurchase of shares of Common Si (10 (390 (390
Employee stock option and SARs exerc

(includes tax impact of $73 millio 9 16¢ 16€
Compensatic-related events (includes t

impact of $7 million) 1 55 55
Balance at December 25, 201 46¢ $ 86 $ 1,715 $ (227) $ 93 $ 1,66¢

See accompanying Notes to Consolidated Financia¢®ents.
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Notes to Consolidated Financial Statements
(Tabular amounts in millions, except share data)

Note 1 — Description of Business

YUM! Brands, Inc. and Subsidiaries (collectiveljaeed to as “YUM” or the “Company’domprises the worldwide operations of KFC, Pizza,
Taco Bell, Long John Silver’'s (“LJS”) and A&W All+#herican Food Restaurants (“A&W") (collectively th€oncepts”). YUM is the world
largest quick service restaurant company baset@number of system units, with more than 37,006 wi which approximately 48% are loca
outside the U.S. in more than 110 countries amitdees. YUM was created as an independent, plypbwned company on October 6, 1997
“Spin-off Date”) via a taxfree distribution by our former parent, PepsiCa;.rof our Common Stock to its shareholders. Rsfegs to YUN
throughout these Consolidated Financial Statenaetsade using the first person notations of “Was” or “our.”

Through our widely-recognized Concepts, we devetgerate, franchise and license a system of batlitional and norraditional quick servic
restaurants. Each Concept has proprietary memsigsnd emphasizes the preparation of food with bighlity ingredients as well as unique rec
and special seasonings to provide appealing, tastyattractive food at competitive prices. Ouditranal restaurants feature dine-@arryout anc
in some instances, drive-thru or delivery serviblan-4raditional units, which are principally licensedtlets, include express units and kiosks w
have a more limited menu and operate in traditional locations like malls, airports, gaseliservice stations, convenience stores, stad
amusement parks and colleges, where asftdle traditional outlet would not be practicakfficient. We also operate multibrand units, whisve
or more of our Concepts are operated in a singie Um addition, we continue to pursue the comboraof Pizza Hut and WingStreet, a flava
chicken wings concept we have developed.

YUM consists of six operating segments: KFC-URBzza Hut-U.S., Taco Bell-U.S., LIS/A&W-U.S., YUMeRaurants International (“YRIGr
“International Division”) and YUM Restaurants Chi&hina Division”). For financial reporting purposes, management censithe four U.¢
operating segments to be similar and, therefore, dggregated them into a single reportable opegratégment (“U.S.”).The China Divisio
includes mainland China (“China”), and the Inteiml Division includes the remainder of our intational operations.

At the beginning of 2010 we began reporting infatiorafor our Thailand and KFC Taiwan businesse$iwibur International Division as a res
of changes to our management reporting structlihese businesses now report to the President of WRéreas previously they reported to
President of the China Division. While this reagtchange did not impact our consolidated resalgment information for previous periods
been restated to be consistent with the curreribghgresentation throughout the Financial Statemamid Notes thereto. For the years e
December 26, 2009 and December 27, 2008 this eestait resulted in decreases in Company sales & $@lion and $282 million, respective
and decreases in Operating profit of $6 million &8dmillion, respectively, for the China DivisioAny impact of the restatement on the ClI
Division reported figures was offset by the imptacthe International Division reported figures.
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Note 2 — Summary of Significant Accounting Policies

Our preparation of the accompanying Consolidatediféial Statements in conformity with Generally &gted Accounting Principles (“GAAPTh
the United States of America requires us to makienates and assumptions that affect reported armsooitssets and liabilities, disclosure
contingent assets and liabilities at the date effthancial statements, and the reported amountewe&nues and expenses during the repc
period. Actual results could differ from theseirasttes. The Company evaluated subsequent eventggththe date the financial statements
issued and filed with the Securities and Exchange@ission.

Principles of Consolidation and Basis of Preparatio. Intercompany accounts and transactions have bbernated in consolidation. V
consolidate entities in which we have a controlfimgncial interest, the usual condition of whishownership of a majority voting interest. We .
consider for consolidation an entity, in which wavh certain interests, where the controlling finahénterest may be achieved throi
arrangements that do not involve voting intere&sch an entity, known as a variable interest etWIE"), is required to be consolidated by
primary beneficiary. The primary beneficiary isetentity that possesses the power to direct ttigitas of the VIE that most significantly imp:
its economic performance and has the obligaticabgorb losses or the right to receive benefits fitwenVIE that are significant to it.

Our most significant variable interests are in t@¥ithat operate restaurants under our Concéptsthise and license arrangements. We d
generally have an equity interest in our franchiseelicensee businesses with the exception of icerémtities in China as discus:
below. Additionally, we do not typically providégsificant financial support such as loans or gntgas to our franchisees and licensees. How
we do have variable interests in certain francligbeough real estate lease arrangements with themhich we are a party. At the end of 2(
YUM has future lease payments due from franchisees, nominal basis, of approximately $435 milligks our franchise and license arrangen
provide our franchisee and licensee entities thegpdo direct the activities that most significgnitnpact their economic performance, we do
consider ourselves the primary beneficiary of amghsentity that might be a VIE.

See Note 19 for additional information on an entiitstt operates a franchise lending program that\i$E in which we have a variable interest
are not the primary beneficiary and thus do nosobidate.

Certain investments in Chinese entities that opevat Concepts as well as our investment in L&tieep, a Chinese Hot Pot concept, are accc
for by the equity method. These entities are n&svand our lack of majority voting rights preclgdes from controlling these affiliates. Thus,
do not consolidate these affiliates, instead actogrior them under the equity method. Our shdrie net income or loss of those unconsolid
affiliates is included in Other (income) expensin January 1, 2008 we began consolidating theyethit operates the KFCs in Beijing, China
was previously accounted for using the equity meithadditionally, in the second quarter of 2009 began consolidating the entity that oper
the KFCs in Shanghai, China, which was previousigoanted for using the equity method. The increasecash related to the consolidatiol
these entities’ cash balances ($17 million in bo#itances) are presented as a single line itenuoonsolidated Statements of Cash Flows.

We report Net income attributable to the raamtrolling interest in the Beijing entity and, s@its consolidation, the Shanghai entity, sepbrata
the face of our Consolidated Statements of Incoiffee portion of equity in these entities not atitéble to the Company is reported within eq
separately from the Company’s equity on the Codatdid Balance Sheets.

See Note 4 for a further description of the accimgnfor the noncontrolling interests in the Sharighaity and discussions on the impact on
Consolidated Financial Statements.
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We participate in various advertising cooperatimgth our franchisees and licensees establishedlteat and administer funds contributed for
in advertising and promotional programs designedntoease sales and enhance the reputation of dmpé&ny and its franchise owne
Contributions to the advertising cooperatives awired for both Company operated and franchigauesnts and are generally based on a pe
of restaurant sales. In certain of these coopemitive possess majority voting rights, and thugroband consolidate the cooperatives. We r¢
all assets and liabilities of these advertisingparatives that we consolidate as Advertising coamtpar assets, restricted and advertising coope
liabilities in the Consolidated Balance Sheet. Huwertising cooperatives assets, consisting pifynaf cash received from the Company

franchisees and accounts receivable from franchisean only be used for selected purposes and asidered restricted. The advertis
cooperative liabilities represent the correspondibligation arising from the receipt of the contiibns to purchase advertising and promoti
programs. As the contributions to these coopezatiare designated and segregated for advertisiagaalvas an agent for the franchisees
licensees with regard to these contributions. Tiuesdo not reflect franchisee and licensee caoutiobs to these cooperatives in our Consolic
Statements of Income or Consolidated StatemerGash Flows.

Fiscal Year. Our fiscal year ends on the last Saturday in Béer and, as a result, a 53rd week is added eixaryof six years. The Company’
next fiscal year with 53 weeks will be 2011. Tihwstfthree quarters of each fiscal year consistdfveeks and the fourth quarter consists ¢
weeks in fiscal years with 52 weeks and 17 weekfistal years with 53 weeks. Our subsidiaries afgeon similar fiscal calendars except
certain international subsidiaries operate on athigrtalendar, with two months in the first quartdree months in the second and third que
and four months in the fourth quarter. All of omternational businesses except China close onmd@r one month earlier to facilite
consolidated reporting.

Foreign Currency. The functional currency determination for operasiautside the U.S. is based upon a number of ederfaetors, includin
but not limited to cash flows and financing trarigats. Income and expense accounts are transhated).S. dollars at the average exchange
prevailing during the period. Assets and lial8ktiare translated into U.S. dollars at exchangess riat effect at the balance sheet date. Res
translation adjustments are recorded in Accumulatkér comprehensive income (loss) in the Cons@di®8alance Sheet and are subsequ
recognized as income or expense only upon salepon womplete or substantially complete liquidatafthe related investment in a fore
entity. Gains and losses arising from the impddbreign currency exchange rate fluctuations @msactions in foreign currency are include
Other (income) expense in our Consolidated Statenfdncome.

Reclassifications. We have reclassified certain items in the accomiog Consolidated Financial Statements and Ndteeto for prior periods
be comparable with the classification for the fisear ended December 25, 201These reclassifications had no effect on previovshorted Ne
Income — YUM! Brands, Inc.

Franchise and License Operations. We execute franchise or license agreements fdr eait which set out the terms of our arrangematit the
franchisee or licensee. Our franchise and licaggeements typically require the franchisee ombee to pay an initial, nomfundable fee ar
continuing fees based upon a percentage of s8laisject to our approval and their payment of awathdee, a franchisee may generally renev
franchise agreement upon its expiration.
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The internal costs we incur to provide supportisev/to our franchisees and licensees are chaog@drieral and Administrative (“G&A@xpense
as incurred. Certain direct costs of our franchasel license operations are charged to franchisk liaanse expenses. These costs inc
provisions for estimated uncollectible fees, rentepreciation expense associated with restauvemtsublease or lease to franchisees, franchis
license marketing funding, amortization expenseffanchise related intangible assets and certdieradirect incremental franchise and lice
support costs.

Revenue Recognition. Revenues from Company operated restaurants esgnmized when payment is tendered at the timelef sSehe Compar
presents sales net of sales tax and other salgsddhxes. Income from our franchisees and leencludes initial fees, continuing fees, ren
fees and rental income. We recognize initial fiesegived from a franchisee or licensee as revermenwe have performed substantially all in
services required by the franchise or license agee¢, which is generally upon the opening of aestde recognize continuing fees based uf
percentage of franchisee and licensee sales atal lecome as earned. We recognize renewal fees ahrenewal agreement with a franchise
licensee becomes effective. We include initiakfeellected upon the sale of a restaurant to &ffiaee in Refranchising (gain) loss.

Direct Marketing Costs. We charge direct marketing costs to expense lyatalyelation to revenues over the year in whioburred and, in tt
case of advertising production costs, in the ybarddvertisement is first shown. Deferred direatkating costs, which are classified as pre
expenses, consist of media and related advertimioduction costs which will generally be used foe first time in the next fiscal year and h
historically not been significant. To the exterd participate in advertising cooperatives, we egpeasur contributions as incurred. Our adverti
expenses were $557 million, $548 million and $584ion in 2010, 2009 and 2008, respectively. Wpa substantially all of our direct market
costs in Occupancy and other operating expenses.

Research and Development Expenses.Research and development expenses, which we sxpeas incurred, are reported in G
expenses. Research and development expenses3@malifon, $31 million and $34 million in 2010, @9 and 2008, respectively.

Share-Based Employee CompensationWe recognize all shateased payments to employees, including grants gi@me stock options a
stock appreciation rights (“SARs™) the financial statements as compensation caet the service period based on their fair valuehendate ¢
grant. This compensation cost is recognized dweiservice period on a straighte basis for the fair value of awards that adyueést. We repo
this compensation cost consistent with the othenpEnsation costs for the employee recipient ineeifPayroll and employee benefits or G
expenses.

Impairment or Disposal of Property, Plant and Equipment. Property, plant and equipment (“PP&HES)tested for impairment whenever ev
or changes in circumstances indicate that the icayryalue of the assets may not be recoverable alsets are not recoverable if their cart
value is less than the undiscounted cash flowsxpecat to generate from such assets. If the aasetsot deemed to be recoverable, impairme
measured based on the excess of their carrying wader their fair value.
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For purposes of impairment testing for PP&E, weehaoncluded that an individual restaurant is theekt level of cash flows unless our intent i
refranchise restaurants as a group. We reviewangdived assets of such individual restaurants (pripnd@P&E and allocated intangible as:
subject to amortization) serannually for impairment, or whenever events or gesnin circumstances indicate that the carrying lamhof ¢
restaurant may not be recoverable. We use twoecaoitise years of operating losses as our primaticétior of potential impairment for our semi-
annual impairment testing of these restaurant sis8¥e evaluate the recoverability of these restauassets by comparing the estim
undiscounted future cash flows, which are basedurrentity specific assumptions, to the carryinygaf such assets. For restaurant assets tt
not deemed to be recoverable, we write down an imegaestaurant to its estimated fair value, whieltomes its new cost basis. Fair value
estimate of the price a franchisee would pay ferréstaurant and its related assets and is detdnbiyn discounting the estimated future aftes-
cash flows of the restaurant. The afi@x-cash flows incorporate reasonable assumpti@nbelieve a franchisee would make such as salegh
and margin improvement. The discount rate usetienfair value calculation is our estimate of tequired rate of return that a franchisee w
expect to receive when purchasing a similar reatd#uand the related loriyed assets. The discount rate incorporates testurns for historici
refranchising market transactions and is commetesuvith the risks and uncertainty inherent in thiee€asted cash flows.

In executing our refranchising initiatives, we mo#ien offer groups of restaurants. When we belistores or groups of stores will be refranct
for a price less than their carrying value, bundbbelieve the store(s) have met the criteriaetalbssified as held for sale, we review the reatst
for impairment. We evaluate the recoverability tbése restaurant assets at the date it is condidaoee likely than not that they will
refranchised by comparing estimated sales procpkdsholding period cash flows, if any, to the garg value of the restaurant or groug
restaurants. For restaurant assets that are aotetkto be recoverable, we recognize impairmerdrigrexcess of carrying value over the fair v
of the restaurants which is based on the expeot¢dsales proceeds. To the extent ongoing agreentertte entered into with the franchi
simultaneous with the refranchising are expectedotdain terms, such as royalty rates, not at fiiegamarket rates, we consider the aoffarke
terms in our impairment evaluation. We recognizg such impairment charges in Refranchising (gisg. We classify restaurants as held for
and suspend depreciation and amortization whewéanake a decision to refranchise; (b) the stoaesbe immediately removed from operatit
(c) we have begun an active program to locate @&ipygl) significant changes to the plan of saleraelikely; and (e) the sale is probable wi
one year. Restaurants classified as held for aaerecorded at the lower of their carrying valuefair value less cost to sell. We recogi
estimated losses on restaurants that are clasasibeld for sale in Refranchising (gain) loss.

Refranchising (gain) loss includes the gains osdgsdrom the sales of our restaurants to new aistirexfranchisees, including impairment cha
discussed above, and the related initial franclféss. We recognize gains on restaurant refrangssimhen the sale transaction closes
franchisee has a minimum amount of the purchase priatrisk equity, and we are satisfied that the frarehisan meet its financial obligations
the criteria for gain recognition are not met, wafed the gain to the extent we have a remainingnfitel exposure in connection with the s
transaction. Deferred gains are recognized wheng#in recognition criteria are met or as our faianexposure is reduced. When we ma
decision to retain a store, or group of storesyiptesly held for sale, we revalue the store atltiveer of its (a) net book value at our originale
decision date less normal depreciation and amddizghat would have been recorded during the petield for sale or (b) its current f
value. This value becomes the store’s new cos$.b&ge record any resulting difference betweenstioees carrying amount and its new cost b
to Closure and impairment (income) expense.
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When we decide to close a restaurant it is reviefsedmpairment and depreciable lives are adjustased on the expected disposal date. ¢
costs incurred when closing a restaurant such sis @ disposing of the assets as well as othdlityacelated expenses from previously clc
stores are generally expensed as incurred. Addilyp at the date we cease using a property uaderperating lease, we record a liability for
net present value of any remaining lease obligatioet of estimated sublease income, if any. Aostcrecorded upon store closure as well a
subsequent adjustments to liabilities for remair@ase obligations as a result of lease terminaiiochanges in estimates of sublease incomr
recorded in Closures and impairment (income) exg®nslo the extent we sell assets, primarily lasdpciated with a closed store, any gain ol
upon that sale is also recorded in Closures andirment (income) expenses.

Considerable management judgment is necessanytitoags future cash flows, including cash flows fraontinuing use, terminal value, suble
income and refranchising proceeds. Accordinglyyaaesults could vary significantly from our esétes.

Impairment of Investments in Unconsolidated Affilistes. We record impairment charges related to an imvest in an unconsolidated affili:
whenever events or circumstances indicate thateedse in the fair value of an investment has @edurvhich is other than temporary. In addit
we evaluate our investments in unconsolidatediati$ for impairment when they have experienceddamsecutive years of operating losses.
recorded no impairment associated with our investsi@ unconsolidated affiliates during 2010, 2@0@ 2008.

Guarantees. We recognize, at inception of a guarantee, allitiatfor the fair value of certain obligations uedaken. The majority of o
guarantees are issued as a result of assigninigteuest in obligations under operating leases @mdition to the refranchising of certain Comg
restaurants. We recognize a liability for the faitue of such lease guarantees upon refranchésidgipon subsequent renewals of such leases
we remain contingently liable. The related expeisséncluded in Refranchising (gain) loss. Theatetl expense for other franchise sug
guarantees not associated with a refranchisingaeion is included in Franchise and license ex@ens

Income Taxes. We record deferred tax assets and liabilities far future tax consequences attributable to tempalidferences between t
financial statement carrying amounts of existingeés and liabilities and their respective tax basgsvell as operating loss and tax ci
carryforwards. Deferred tax assets and liabiliies measured using enacted tax rates expectguply @ taxable income in the years in wt
those differences are expected to be recoveredttbeds The effect on deferred tax assets andlitiab of a change in tax rates is recognize
income in the period that includes the enactmei.daAdditionally, in determining the need for recordiagvaluation allowance against
carrying amount of deferred tax assets, we consitlétre amount of taxable income and periods ovéechwih must be earned, actual levels of
taxable income and known trends, events or traivsecthat are expected to affect future levelsaghble income. Where we determined that
more likely than not that all or a portion of arsetswill not be realized, we recorded a valuatitowance.

We recognize the benefit of positions taken or etgubto be taken in our tax returns in our Incoemeprovision when it is more likely than not (
a likelihood of more than fifty percent) that thesfiion would be sustained upon examination byatathorities. A recognized tax position is t
measured at the largest amount of benefit thateiatgr than fifty percent likely of being realizegon settlement. Changes in judgment that res
subsequent recognition, derecognition or changerireasurement of a tax position taken in a priouahperiod (including any related interest
penalties) are recognized as a discrete item imtkem period in which the change occurs.

The Company recognizes accrued interest and pemadtiated to unrecognized tax benefits as compe¢its Income tax provision.

See Note 17 for a further discussion of our incéaxes.
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Fair Value Measurements. Fair value is the price we would receive to aellasset or pay to transfer a liability (exit pyicean orderly transactic
between market participants. For those assetdiabitities we record or disclose at fair value, @etermine fair value based upon the qu
market price, if available. If a quoted marketpris not available for identical assets, we deigrfair value based upon the quoted market prfi
similar assets or the present value of expectedrdutash flows considering the risks involved, uahg counterparty performance risk
appropriate, and using discount rates appropratéhe duration. The fair values are assignedrel ieithin the fair value hierarchy, depending
the source of the inputs into the calculation.

Level 1 Inputs based upon quoted prices in active marketgléntical asset:
Level 2 Inputs other than quoted prices included withinélel/that are observable for the asset, eithectlljrer indirectly.
Level 3 Inputs that are unobservable for the as

Cash and Cash Equivalents. Cash equivalents represent funds we have temlydrarested (with original maturities not exceeglithree months
including short-term, highly liquid debt securities

Receivables. The Companys receivables are primarily generated as a refohgoing business relationships with our franchssand licensees
a result of royalty and lease agreements. Trackivables consisting of royalties from franchisaed licensees are generally due within 30 da
the period in which the corresponding sales ocaur @re classified as Accounts and notes receivableur Consolidated Balance Sheets.
provision for uncollectible franchise and licenseeeivable balances is based upongegned aging criteria or upon the occurrence bépevent
that indicate that we may not collect the balange. dAdditionally, we monitor the financial conditi of our franchisees and licensees and r¢
provisions for estimated losses on receivables wherbelieve it probable that our franchisees argees will be unable to make their reqt
payments. While we use the best information ak&lan making our determination, the ultimate remyvof recorded receivables is also deper
upon future economic events and other conditioas$ thay be beyond our control. Net provisions focallectible franchise and license tr
receivables of $3 million, $11 million and $8 nulti were included in Franchise and license expens2810, 2009 and 2008, respectively. Ti
receivables that are ultimately deemed to be uecititile, and for which collection efforts have besihausted, are written off against the allow:
for doubtful accounts.

2010 2009
Accounts and notes receival $ 28¢ $ 274
Allowance for doubtful accounts (33) (35)
Accounts and notes receivable, $ 25€ $ 23¢

Our financing receivables primarily consist of roteceivable and direct financing leases with fnésees which we enter into from time
time. As these receivables primarily relate to onigoing business agreements with franchiseesiegskees, we consider such receivables to
similar risk characteristics and evaluate themresapllective portfolio segment and class for dateing the allowance for doubtful accountsVe
monitor the financial condition of our franchisee=l licensees and record provisions for estimateskels on receivables when we believe it prol
that our franchisees or licensees will be unablease their required payments. Balances of n&esivable and direct financing leases due w
one year are included in Accounts and Notes Rebkivahile amounts due beyond one year are includddther assets. Amounts includec
Other assets totaled $57 million (net of an allogeaaf $30 million) and $66 million (net of an allance of $33 million) at December 25, 2010
December 26, 2009, respectively. Financing ked#és that are ultimately deemed to be uncollgtidnd for which collection efforts have b
exhausted, are written off against the allowanagedfmubtful accounts. Interest income recorded inanfcing receivables has traditionally b
insignificant.
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Inventories. We value our inventories at the lower of cost (cated on the first-in, first-out method) or market.

Property, Plant and Equipment. We state property, plant and equipment at costdesamulated depreciation and amortization. Weutate
depreciation and amortization on a strailym- basis over the estimated useful lives of thsets as follows: 5 to 25 years for buildings
improvements, 3 to 20 years for machinery and eqgeig and 3 to 7 years for capitalized software o8 discussed above, we susj
depreciation and amortization on assets relateestaurants that are held for sale.

Leases and Leasehold ImprovementsThe Company leases land, buildings or both for ntlea@ 6,000 of its restaurants worldwide. Leasmg:
which vary by country and often include renewali@ps, are an important factor in determining thprapriate accounting for leases including
initial classification of the lease as capital @emting and the timing of recognition of rent exge over the duration of the lease. We inc
renewal option periods in determining the term of Bases when failure to renew the lease woulsapm penalty on the Company in suc
amount that a renewal appears to be reasonablyedsatithe inception of the lease. The primaryafigrto which we are subject is the econc
detriment associated with the existence of leasehnprovements which might be impaired if we choose to continue the use of the lee
property. Leasehold improvements, which are a awapt of buildings and improvements described apareamortized over the shorter of t
estimated useful lives or the lease term. We gdiyedo not receive leasehold improvement incestiupon opening a store that is subject
lease.

We expense rent associated with leased land odibgd while a restaurant is being constructed wéretlnt is paid or we are subject to a
holiday. Additionally, certain of the Company'seogting leases contain predetermined fixed esoakatof the minimum rent during the le
term. For leases with fixed escalating payment§arrent holidays, we record rent expense onagsttline basis over the lease term, incluc
any option periods considered in the determinatibthat lease term. Contingent rentals are gelyelbalsed on sales levels in excess of stipu
amounts, and thus are not considered minimum lpagments and are included in rent expense wheim@tat of the contingency is conside
probable.

Internal Development Costs and Abandoned Site CostsWe capitalize direct costs associated with the acquisition and construction @
Company unit on that site, including direct intdrpayroll and payroll-related costs. Only those-specific costs incurred subsequent to the
that the site acquisition is considered probabéecapitalized. If we subsequently make a deteriioinahat a site for which internal developrr
costs have been capitalized will not be acquiredemeloped, any previously capitalized internaledlepment costs are expensed and includ
G&A expenses.

Goodwill and Intangible Assets. From time to time, the Company acquires restasrfiom one of our Concegtfranchisees or acquires ano
business. Goodwill from these acquisitions reprtsséhe excess of the cost of a business acquiredtbe net of the amounts assigned to a
acquired, including identifiable intangible assatgl liabilities assumed. Goodwill is not amortizetd has been assigned to reporting unit
purposes of impairment testing. Our reporting surgite our operating segments in the U.S. (see M@}eour YRI business units (typice
individual countries) and our China Division brand&§'e evaluate goodwill for impairment on an anno@sis or more often if an event occur
circumstances change that indicate impairments tn@gist. Goodwill impairment tests consist of angarison of each reporting uratfair value
with its carrying value. Fair value is the priceviling buyer would pay for a reporting unit, aislgenerally estimated using discounted exp
future aftertax cash flows from Company operations and framchiyalties. The discount rate is our estimatéhefrequired rate of return the
third-party buyer would expect to receive when purchasingusiness from us that constitutes a reportirigy We believe the discount rate
commensurate with the risks and uncertainty inheirethe forecasted cash flows. If the carryindueaof a reporting unit exceeds its fair va
goodwill is written down to its implied fair valuaVe have selected the beginning of our fourth iguaas the date on which to perform our ong
annual impairment test for goodwiill.
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If we record goodwill upon acquisition of a resti(s) from a franchisee and such restaurant(f)eis sold within two years of acquisition,

goodwill associated with the acquired restaurang(sjritten off in its entirety. If the restauraistrefranchised two years or more subsequens
acquisition, we include goodwill in the carrying aamt of the restaurants disposed of based on thegveefair values of the portion of the repori
unit disposed of in the refranchising and the portdf the reporting unit that will be retained. eTfair value of the portion of the reporting 1
disposed of in a refranchising is determined bgnerice to the discounted value of the future clstsfexpected to be generated by the rests
and retained by the franchisee, which include audgah for the anticipated, future royalties tharfthisee will pay us associated with the franc
agreement entered into simultaneously with thearefnising transition. Appropriate adjustmentsraagle if such franchise agreement is detern
to not be at prevailing market rates. The faiueadf the reporting unit retained is based on tieem willing buyer would pay for the reportingit
and includes the value of franchise agreementssuih, the fair value of the reporting unit retdirgan include expected cash flows from fu
royalties from those restaurants currently beinfrarehised, future royalties from existing franehibusinesses and company restal
operations. As a result, the percentage of a teygounit's goodwill that will be written off in a refranclmg transaction will be less than

percentage of the reporting usitompany restaurants that are refranchised irtrdnagaction and goodwill can be allocated to @ntipy unit witt
only franchise restaurants.

We evaluate the remaining useful life of an intbigiasset that is not being amortized each regpgiriod to determine whether events
circumstances continue to support an indefinitduldde. If an intangible asset that is not beiagortized is subsequently determined to he
finite useful life, we amortize the intangible asgeospectively over its estimated remaining uséfel Intangible assets that are deemed to h
definite life are amortized on a straight-line Isasi their residual value.

For indefinitelived intangible assets, our impairment test caased a comparison of the fair value of an intafgibsset with its carryir
amount. Fair value is an estimate of the priceiling buyer would pay for the intangible asset a@ndgenerally estimated by discounting
expected future after-tax cash flows associateti thie intangible asset. We also perform our antestl for impairment of our indefinitiésed
intangible assets at the beginning of our fourtartgr.

Our definitelived intangible assets that are not allocatedrtandividual restaurant are evaluated for impairtn@henever events or change:
circumstances indicate that the carrying amourthefintangible asset may not be recoverable. Aengible asset that is deemed impaired
undiscounted basis is written down to its estimd#edvalue, which is our estimate of the price dimg buyer would pay for the intangible as
based on discounted expected future atigreash flows. For purposes of our impairmentyeis, we update the cash flows that were initialbec
to value the definite-lived intangible asset tdeeff our current estimates and assumptions oveaidbet's future remaining life.

Derivative Financial Instruments. Historically, our use of derivative instrumentshprimarily been to hedge risk associated withrest rate
and foreign currency denominated assets and liglsili These derivative contracts are entered with financial institutions. We do not
derivative instruments for trading purposes anchese procedures in place to monitor and contraf thee.

We record all derivative instruments on our Cortailed Balance Sheet at fair value. For derivatisguments that are designated and qualify
fair value hedge, the gain or loss on the derieatinstrument as well as the offsetting gain or lmsshe hedged item attributable to the hedgec
are recognized in the results of operations. oivdtive instruments that are designated and fyuad a cash flow hedge, the effective portio
the gain or loss on the derivative instrument goreed as a component of other comprehensive indtoas) and reclassified into earnings in
same period or periods during which the hedgedséretion affects earnings. For derivative instrurmehat are designated and qualify as ¢
investment hedge, the effective portion of the gaitoss on the derivative instrument is reportedhie foreign currency translation componer
other comprehensive income (loss). Any ineffecpeetion of the gain or loss on the derivative instent for a cash flow hedge or net investr
hedge is recorded in the results of operations idiately. For derivative instruments not designaasdhedging instruments, the gain or lo:
recognized in the results of operations immediat&ge Note 12 for a discussion of our use of dé¥ig instruments, management of credit
inherent in derivative instruments and fair valofimation.
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Common Stock Share RepurchasesFrom time to time, we repurchase shares of our Com8tock under share repurchase programs auth
by our Board of Directors. Shares repurchased titotes authorized, but unissued shares under thehNGarolina laws under which we
incorporated. Additionally, our Common Stock haspar or stated value. Accordingly, we record fille value of share repurchases, upon
trade date, against Common Stock on our ConsotidBs#ance Sheet except when to do so would resudt megative balance in such Comi
Stock account. In such instances, on a periocshas record the cost of any further share repseshas a reduction in retained earnings. D
the large number of share repurchases and theaselie the market value of our stock over the pagéral years, our Common Stock balan
frequently zero at the end of any period. Our Cami8tock balance was such that no share repurchmpasted Retained Earnings in 2010, w
$1,434 million in share repurchases were recorde@ aeduction in Retained Earnings in 2008. Theeee no shares of our Common Si
repurchased during 2009. See Note 16 for additiof@mation.

Pension and Post-retirement Medical Benefits. We measure and recognize the overfunded or wntiiefl status of our pension and post-
retirement plans as an asset or liability in oun&sidated Balance Sheet as of our fiscal year @ funded status represents the differ
between the projected benefit obligation and tlirevidue of plan assets. The projected benefilgalibn is the present value of benefits earnt
date by plan participants, including the effecfudfire salary increases, as applicable. The @iffee between the projected benefit obligatior

the fair value of assets that has not previousgnbecognized as expense is recorded as a compaingotumulated other comprehensive inct
(loss).

Note 3 — Earnings Per Common Share (“EPS”)

2010 2009 2008
Net Income- YUM! Brands, Inc. $  115¢ $ 1,071 $ 964
Weighte-average common shares outstanding (for basic edilcn) 474 471 47¢%
Effect of dilutive shar-based employee compensat 12 12 16
Weighted-average common and dilutive potential comishares outstanding (for i
diluted calculation 48¢€ 482 491
Basic EPS $ 2.44 $ 2.2¢ $ 2.03
Diluted EPS $ 2.3¢ $ 2.2% $ 1.9¢€
Unexercised employee stock options and stock ajgti@t rights (in millions) B
excluded from the diluted EPS computat® 2.2 13.2 5.8
(a) These unexercised employee stock options and stopieciation rights were not included in the corapah of diluted EPS because

do so would have been antidilutive for the peripdssented
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Note 4 — Items Affecting Comparability of Net Incone and Cash Flows

U.S. Business Transformation

As part of our plan to transform our U.S. business took several measures in 2010, 2009 and 200& (U.S. business transformal
measures”). These measures include: expansionuofUdS. refranchising; General and AdministratiVv6&&A”) productivity initiatives an
realignment of resources (primarily severance amty eetirement costs); and investments in our Bi&nds made on behalf of our franchisees
as equipment purchases.

In the years ended December 25, 2010 and Decenfh@0R8, we recorded ptax losses of $18 million and $5 million from refchising in th
U.S., respectively. In the year ended Decembe@69, we recorded a ptax refranchising gain of $34 million in the U.$he loss recorded
the year ended December 25, 2010 is the net refglains from 404 restaurants sold and waesh impairment charges related to our offe
refranchise restaurants in the U.S., principaljpbstantial portion of our Company operated KFGargsints.

In connection with our G&A productivity initiativeand realignment of resources we recordedt@xezharges of $9 million, $16 million and ¢
million in the years ended December 25, 2010, Déeen26, 2009 and December 27, 2008, respectivEte unpaid current liability for tl
severance portion of these charges was $1 mifibmmillion and $27 million as of December 25, 20D@cember 26, 2009 and December 27, Z
respectively. Severance payments in the yearsdeDdeember 25, 2010 and December 26, 2009 totgledamately $7 million and $26 millio
respectively.

Additionally, the Company recognized a reductiorFtanchise and license fees and income of $32amilln the year ended December 26, -
related to investments in our U.S. Brands. Thasestments reflect our reimbursements to KFC freseels for installation costs of ovens for
national launch of Kentucky Grilled Chicken. Trembursements were recorded as a reduction to fissnand license fees and income a:
would not have provided the reimbursements abdentongoing franchise relationship. In the yeareein®ecember 27, 2008, the Comf
recognized pre-tax expense of $7 million relatemht@stments in our U.S. Brands in Franchise atehbe expenses.

As a result of a decline in future profit expeaas for our LIS and A&W-U.S. businesses due in foatfie impact of a reduced emphasis on multi-
branding, we recorded a non-cash charge of $26omillvhich resulted in no related income tax benéfithe fourth quarter of 2009 to writdf
goodwill associated with these businesses.

We are not including the impacts of these U.S.rimss transformation measures in our U.S. segmeipefformance reporting purposes as w
not believe they are indicative of our ongoing apiens. Additionally, we are not including the degiation reduction of $9 million for the y¢
ended December 25, 2010, arising from the impaitroéthe KFCs offered for sale in the year endedddaber 25, 2010 within our U.S. segn
for performance reporting purposes. Rather, waegerding such reduction as a credit within ureted Occupancy and other operating expe
resulting in depreciation expense for these reatdasrcontinuing to be recorded in the U.S. segma¢rthe rate at which it was prior to
impairment charge being recorded.
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Russia Acquisition

On July 1, 2010, we completed the exercise of qtion with our Russian partner to purchase theiergst in the co-branded RostilK$-C
restaurants across Russia and the Commonwealtidepéndent States. As a result, we acquired companership of 50 restaurants and ga
full rights and responsibilities as franchisor df &staurants, which our partner previously managgedhaster franchisee. Upon exercise o
option, we paid cash of $56 million, net of settégrhof a long-term note receivable of $11 milliand assumed longrm debt of $10 million. Tt
remaining balance of the purchase price, anticiptdebe $11 million, will be paid in cash in Jul@12. As a result of our preliminary purch
price allocation for this acquisition, our Consaliedd Balance Sheet includes $36 million of goodaitl $36 million of identifiable intangibles
December 25, 2010. The impact of consolidating thisiness on all line items within our ConsolidaBtatement of Income was insignificant
the year ended December 25, 2010.

The pro forma impact on our results of operatidrthé acquisition had been completed as of thenwigg of 2010 or 2009 would not have b
significant.

Acquisition of Interest in Little Shee

During 2009, our China Division paid approximat803 million, in several tranches, to purchase @f%e outstanding common shares of L
Sheep Group Limited (“Little Sheepgnd obtain Board of Directors representation. \Wealn reporting our investment in Little Sheep ughrg
equity method of accounting and this investmermdtuded in Investments in unconsolidated affiliaten our Consolidated Balance Sheets. E
income recognized from our investment in Little §hevas not significant in the years ended Dece@5e2010 and December 26, 2009.

Little Sheep is the leading brand in China’s “Hatt'Prestaurant category with approximately 375 restasrgprimarily in China as well as Hc
Kong, Japan, Canada and the U.S.

Consolidation of a Former Unconsolidated Affili@eShanghai, China

On May 4, 2009 we acquired an additional 7% owripréh the entity that operates more than 200 KRCShanghai, China for $12 millic
increasing our ownership to 58%. The acquisiti@sdriven by our desire to increase our manageoweritol over the entity and further integi
the business with the remainder of our KFC openatio China. Prior to our acquisition of this aduial interest, this entity was accounted fc
an unconsolidated affiliate under the equity metbbdccounting due to the effective participatidroor partners in the significant decisions of
entity that were made in the ordinary course ofifess. Concurrent with the acquisition we receigdditional rights in the governance of
entity, and thus we began consolidating the enfiign acquisition. As required by GAAP, we remeaduwur previously held 51% ownership in
entity, which had a recorded value of $17 millidritee date of acquisition, at fair valaad recognized a gain of $68 million accordinghis gain
which resulted in no related income tax expense, iweorded in Other (income) expense on our Catesell Statement of Income during 2009
was not allocated to any segment for performangertig purposes.
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Under the equity method of accounting, we previpusported our 51% share of the net income of tiewosolidated affiliate (after interest expe
and income taxes) as Other (income) expense iCtimsolidated Statements of Income. We also redoadiganchise fee for the royalty recei
from the stores owned by the unconsolidated atiili&rom the date of the acquisition, we have tteglothe results of operations for the entity ir
appropriate line items of our Consolidated Statasmeflncome. We no longer recorded franchiserieeme for these restaurants nor did we re
Other (income) expense as we did under the equethod of accounting. Net income attributable to martners ownership percentage is recor
in Net Income —noncontrolling interest. For the years ended Ddxmn®5, 2010 and December 26, 2009, the consdidaif the existin
restaurants upon acquisition increased Companyg 8198 million and $192 million, respectively datiecreased Franchise and license fee
income by $6 million and $12 million, respectivelfor the years ended December 25, 2010 and Deceddbe2009, the consolidation of -
existing restaurants upon acquisition increasedr&@iog Profit by $3 million and $4 million, respaaly. The impact on Net Income YUM!
Brands, Inc. was not significant to either the yerded December 25, 2010 or December 26, 2009.

The pro forma impact on our results of operatidrise acquisition had been completed as of therimégg of 2009 would not have been significant.

Sale of Our Interest in Our Japan Unconsolidatedi#te

In December 2007, we sold our interest in our usobdated affiliate in Japan for $128 million insta(including the impact of related fore
currency contracts that were settled in Decemb®&7200ur international subsidiary that owned thierest operates on a fiscal calendar w
period end that is approximately one month eatlien our consolidated period close. Thus, consistéth our historical treatment of eve
occurring during the lag period, the fgeec gain on the sale of this investment of $100Qiomilwas recorded in the quarter ended March 2082€
Other (income) expense in the Consolidated Statenoénincome and was not allocated to any segmemt derformance reportir
purposes. However, the cash proceeds from thisdrdion were transferred from our internationddsédiary to the U.S. in December 2007
thus were reported on our Consolidated Stateme@teh Flows for the year ended December 29, 2007.
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Facility Actions

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

2010
China
Division YRI U.S. Worldwide
Refranchising (gain) los@ () () $ (8 $ 53 $ 18 $ 63
Store closure (income) cog® $ — $ 2 $ 3 $ 5
Store impairment chargs 16 12 14 42
Closure and impairment (income) expen $ 16 $ 14 $ 17 $ 47
2009
China
Division YRI U.S. Worldwide
Refranchising (gain) los@ © $ 3 $ 11 $ (34) $ (26)
Store closure (income) co«@ $ (4) $ — $ 13 $ 9
Store impairment charg(® 13 22 33 68
Closure and impairment (income) expen(® $ 9 $ 22 $ 46 $ 77
2008
China
Division YRI U.S. Worldwide
Refranchising (gain) los(@ $ (1) $ (9) $ 5 $ (5)
Store closure (income) cod® $ 3 $ (5) $ 4 $ (12)
Store impairment chargs 7 14 34 55
Closure and impairment (income) expen $ 4 $ 9 $ 3C $ 43
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@)
(b)

Refranchising (gain) loss is not allocated to segméor performance reporting purpos

U.S. refranchising loss for the year ended Decergber2010 is the net result of gains from 404 rgstats sold and n-cash impairmel
charges related to our offers to refranchise KFCthé U.S. While we did not yet believe these K@ the criteria to be classified as |
for sale, we did, consistent with our historicahgiice, review the restaurants for impairment agsalt of our offer to refranchise. \
recorded impairment charges where we determinddhbacarrying value of restaurant groups to be $as not recoverable based upon
estimate of expected refranchising proceeds amtifgoperiod cash flows anticipated while we congita operate the restaurants as com
units. For those restaurant groups deemed impaivednrote such restaurant groups down to our eséirof their fair values, which we
based on the sales price we would expect to redeive a franchisee for each restaurant group. Tdiisvalue determination conside
current market conditions, real-estate values,dsan the KFCU.S. business, prices for similar transactionshim testaurant industry a
preliminary offers for the restaurant group to dafée continued to depreciate the prggairment charges carrying value of these restus
for periods prior to impairment being recorded a&odtinued to depreciate the pasipairment charges carrying value thereafter. Wie
continue to depreciate the pastpairment charges carrying value going forwardiluhe date we believe the held for sale critena dny
restaurants are met. Additionally, we will conénto review the restaurant groups for any furthemressary impairment. The aforementic
non-cash write downs totaling $85 million do not inctudny allocation of the KFC reporting unit goodvitillthe restaurant group carry
value. This additional nooash write down would be recorded, consistent withhistorical policy, if the restaurant groups,aoly subset
the restaurant groups, ultimately meet the critieribe classified as held for sale. We will algoréquired to record a charge for the fair v
of our guarantee of future lease payments for Eeageassign to the franchisee upon any :
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(©

(d)

(e)
()

In the fourth quarter of 2010 we recorded a $52ionilloss on the refranchising of our Mexico equityarket as we sold all of our compi
owned restaurants, comprised of 222 KFCs and 12&Riluts, to an existing Latin American franchisetiper. The buyer will also serve
the master franchisee for Mexico which had 102 K&@d 53 Pizza Hut franchise restaurants at the difike transaction. The write off
goodwill included in this loss was minimal as ouehto reporting unit includes an insignificant ambof goodwill. This loss did not res
in any related income tax benefit and was not atied to any segment for performance reporting pep.o

During the year ended December 26, 2009 we recedréznorcash $10 million refranchising loss as a resulbwf decision to offer
refranchise our KFC Taiwan equity market. Durimg tyear ended December 25, 2010 we refranchisedf aur remaining compal
restaurants in Taiwan, which consisted of 124 KF@& included in our December 25, 2010 financiateshents a non-cash wriodf of $7
million of goodwill in determining the loss on rafrchising of Taiwan. Neither of these losses teduh a related income tax benefit,

neither loss was allocated to any segment for padace reporting purposes. The amount of goodwite-off was based on the relative 1
values of the Taiwan business disposed of and dhiiop of the business that was retained. Thevalue of the business disposed of
determined by reference to the discounted valutheffuture cash flows expected to be generatechbyréstaurants and retained by
franchisee, which include a deduction for the apdited royalties the franchisee will pay the Conypassociated with the franchise agreer
entered into in connection with this refranchisirgnsaction. The fair value of the Taiwan businetained consists of expected, net
flows to be derived from royalties from franchiseiesluding the royalties associated with the flase agreement entered into in connec
with this refranchising transaction. We believe tarms of the franchise agreement entered intmimection with the Taiwan refranchis
are substantially consistent with market. The riemg carrying value of goodwill related to our Wain business of $30 million, after

aforementioned wri-off, was determined not to be impaired as thevalue of the Taiwan reporting unit exceeded itsy¢éag amount

Store closure (income) costs include the net gainss on sales of real estate on which we formeplgrated a Company restaurant that
closed, lease reserves established when we ceiageaugroperty under an operating lease and subsé@uajustments to those reserves
other facility-related expenses from previously closed stc

The 2009 store impairment charges for YRI inclu@2 illion of goodwill impairment for our Pizza H8buth Korea market. See Note

In 2009, an additional $26 million of goodwill imipaent related to our LJS and A&-U.S. businesses was not allocated to segmer
performance reporting purposes and is not includeldis table. See Note
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The following table summarizes the 2010 and 20@®iacrelated to reserves for remaining lease gdtions for closed stores.

Beginning New Estimate/Decision CTA/
Balance Amounts Use Decisions Change: Other Ending Balanci
2010 Activity $ 27 12 8 — 5 $ 28
2009 Activity $ 27 12 10 4 2 $ 27

Assets held for sale at December 25, 2010 and Deee6, 2009 total $23 million and $32 million, pestively, of U.S. property, plant a
equipment and are included in prepaid expensesited current assets in our Consolidated BalaneetSh

Note 5 — Supplemental Cash Flow Data

2010 2009 2008
Cash Paid Foi
Interest $ 19C $ 20¢ $ 24¢€
Income taxe! 357 30¢ 26C
Significant Noi1-Cash Investing and Financing Activitie
Capital lease obligations incurred to acquire a $ 16 $ 7 $ 24
Net investment in direct financing leas 2 8 26
Increase (decrease) in accrued capital expend 51 ()] 12
Note 6 — Franchise and License Fees and Income
2010 2009 2008
Initial fees, including renewal fet $ 54 $ 57 $ 61
Initial franchise fees included in refranchisingrge (19 (17 (20
39 40 41
Continuing fees and rental incor 1,521 1,38¢ 1,42(
$ 1,56( $ 1,427 $ 1,461
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Note 7 — Other (Income) Expense

2010 2009 2008

Equity income from investments in unconsolidatddiaties $ (42) $ (36) $ 41
Gain upon consolidation of a former unconsolidat#iiate in China@ — (68) —
Gain upon sale of investment in unconsolidatediaiffi () — — (100
Foreign exchange net (gain) loss and other (D — (16)
Other (income) expen: $ 43 $ (104 $ (157
€) See Note 4 for further discussion of the consadlaesf a former unconsolidated affiliate in Shanigkhina.
(b) Fiscal year 2008 reflects the gain recognized erstiie of our interest in our unconsolidated atfdiin Japan. See Note
Note 8— Supplemental Balance Sheet Information
Prepaid Expenses and Other Current Assets 2010 2009
Income tax receivabl $ 11F $ 15¢
Other prepaid expenses and current a 154 15€

$ 26¢ $ 314
Property, Plant and Equipment 2010 2009
Land $ 54z $ 53¢
Buildings and improvemen 3,70¢ 3,80(C
Capital leases, primarily building 274 282
Machinery and equipme 2,57¢ 2,621
Property, Plant and equipment, gr 7,10: 7,247
Accumulated depreciation and amortizat (3,279 (3,349
Property, Plant and equipment, $ 383 $ 389

Depreciation and amortization expense related apeaty, plant and equipment was $565 million, $&%ion and $542 million in 2010, 2009 a

2008, respectively.

Accounts Payable and Other Current Liabili 2010

Accounts payabl $ 54(C
Accrued capital expenditur 174
Accrued compensation and bene 357
Dividends payabls 11¢
Accrued taxes, other than income ta 95
Other current liabilitie: 31€
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2009

$ 49¢
122

34z

98

10C
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Note 9 — Goodwill and Intangible Assets

The changes in the carrying amount of goodwillagdollows:

China Division YRI uU.S. Worldwide
Balance as of December 27, 2(
Goodwill, gross $ 30 $ 224 $ 35¢ $ 61C
Accumulated impairment loss — ©) — ©)
Goodwill, net 30 21¢ 35¢€ 60¢%
Acquisitions 52 — 1 54
Impairment losse(@ (b) — (12) (26) (39)
Disposals and other, n(© — 25 5 19
Balance as of December 26, 2(
Goodwill, gross 82 24¢ 352 683
Accumulated impairment loss — (17 (26) (43)
Goodwill, net 82 23z 32¢ 64(
Acquisitions(@ — 37 — 37
Disposals and other, nét 3 (17 (4) (18)
Balance as of December 25, 2(
Goodwill, gross 85 26¢ 34¢ 702
Accumulated impairment loss — 17 (26) (43)

@)

(b)

We recorded a n«-cash goodwill impairment charge of $26 million, efniresulted in no related tax benefit, associatigd @ur LIS an
A&W-U.S. reporting unit in the fourth quarter of 20@9the carrying value of this reporting unit excekds fair value. The fair value
the reporting unit was based on our discounted @rpeaftertax cash flows from the future royalty stream, oeG&A, expected to k
earned from the underlying franchise agreementesé cash flows incorporated the decline in fupuodit expectations for our LIS a
A&W-U.S. reporting unit which were due in part teetimpact of a reduced emphasis on muléinding as a U.S. growth strategy. ~
charge was recorded in Closure and impairment fr@)aexpenses in our Consolidated Statement of lacamd was not allocated to
U.S. segment for performance reporting purposes Nbte 4

We recorded a ni-cash goodwill impairment charge of $12 million four Pizza Hut South Korea reporting unit in therfbwquarter c
2009 as the carrying value of this reporting umiteeded its fair value. The fair value of thisaemg unit was based on the discoul
expected aftetax cash flows from company operations and framchigyalties for the business. Our expectationfutfre cash flow
were negatively impacted by recent profit declitfes business has experienced. This charge wasdezt@ Closure and impairm
(income) expenses in our Consolidated Statememaaime and was allocated to our International sedrfer performance reportil
purposes
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(c) Disposals and other, net includes the imp&débr@ign currency translation on existing balanees goodwill writeeffs associated wi
refranchising

(d) We recorded goodwill in our International segmeatated to the July 1, 2010 exercise of our optidh wur Russian partner to purch
their interest in the -branded Rost’s-KFC restaurants across Russia and the Commonwadhidependent States. See Not

Intangible assets, net for the years ended 2012@0@ are as follows:

2010 2009
Gross Carrying Accumulated Gross Carrying Accumulated
Amount Amortization Amount Amortization
Definite-lived intangible asse
Franchise contract righ $ 163 $ (83) $ 153 $ (78)
Trademarks/branc 234 (57) 22t (48)
Lease tenancy righ 56 (12 66 (29
Favorable operating leas 27 (20 27 (8)
Reacquired franchise riglr 14z (20) 121 (8)
Other 5 (2 7 2
$ 62¢ $ (184 $ 59¢ $ (168
Indefinite-lived intangible asse
Trademarks/branc $ 31 $ 31

Amortization expense for all definifered intangible assets was $29 million in 20105 $gillion in 2009 and $18 million in 2008. Amordiior
expense for definitéved intangible assets will approximate $28 mitliannually in 2011 and 2012, $26 million in 20124 $nillion in 2014 an
$23 million in 2015.
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Note 10 — Short-term Borrowings and Long-term Debt

2010 2009
Short-term Borrowings
Current maturities of lor-term deb $ 67: $ 56
Other — 3

$ 675 $ 59

Long-term Debt
Unsecured International Revolving Credit Facilgypires November 201 $ — $ —
Unsecured Revolving Credit Facility, expires Novemp012 — 5
Senior Unsecured Nott 3,257 2,90¢
Capital lease obligations (See Note 23€ 24¢
Other, due through 2019 (11¢ 64 67

3,557 3,227
Less current maturities of lo-term deb (673 (56)
Long-term debt excluding hedge accounting adjustr 2,88¢ 3,171
Derivative instrument hedge accounting adjustmsat(Note 12 31 36
Long-term debt including hedge accounting adjustn $ 2,91¢ $ 3,201

Our primary bank credit agreement comprises a $hillibn syndicated senior unsecured revolving dréacility (the “Credit Facility”) which
matures in November 2012 and includes 24 particigdianks with commitments ranging from $10 millimn$113 million. Under the terms of -
Credit Facility, we may borrow up to the maximunrrosving limit, less outstanding letters of creditlankers acceptances, where applicable
December 25, 2010, our unused Credit Facility éat&998 million net of outstanding letters of cteafi$152 million. There were no borrowir
outstanding under the Credit Facility at Decemlgr2D10. The interest rate for borrowings under@nedit Facility ranges from 0.25% to 1.2
over the London Interbank Offered Rate (“LIBORJ)is determined by an Alternate Base Rate, wtidhe greater of the Prime Rate or the Fe
Funds Rate plus 0.50%. The exact spread over LIBDEhe Alternate Base Rate, as applicable, dependsur performance under specr
financial criteria. Interest on any outstandingrbwings under the Credit Facility is payable asltequarterly.

We also have a $350 million, syndicated revolvireg facility (the “International Credit Facilityor “ICF”) which matures in November 2012 i
includes 6 banks with commitments ranging from $8#ion to $90 million. There was available credif $350 million and no borrowin
outstanding under the ICF at the end of 2010. ifterest rate for borrowings under the ICF rangesnf0.31% to 1.50% over LIBOR or
determined by a Canadian Alternate Base Rate, whithe greater of the Citibank, N.A., Canadianri8tds publicly announced reference rat
the “Canadian Dollar Offered Ratefus 0.50%. The exact spread over LIBOR or thea@am Alternate Base Rate, as applicable, depemasi
performance under specified financial criteriaetest on any outstanding borrowings under the EJfayable at least quarterly.
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The Credit Facility and the ICF are unconditionajlyaranteed by our principal domestic subsidiarigdditionally, the ICF is unconditional
guaranteed by YUM. These agreements contain finhoovenants relating to maintenance of leveraue fixed charge coverage ratio and
contain affirmative and negative covenants inclgdemong other things, limitations on certain add#l indebtedness and liens, and certain
transactions specified in the agreement. GivenGbenpanys balance sheet and cash flows we were able to lgowith all debt covena
requirements at December 25, 2010 with a consitiemhount of cushion.

The majority of our remaining longrm debt primarily comprises Senior Unsecured dlatith varying maturity dates from 2011 through 2@®ic
stated interest rates ranging from 3.88% to 8.88¥%e Senior Unsecured Notes represent senior, uregtobligations and rank equally in righ
payment with all of our existing and future unsecbunsubordinated indebtedness.

During the third quarter of 2010, we issued $350ioni aggregate principal amount of 3.88% 10 yeaniSr Unsecured Notes due to the favor
credit markets. As a result of issuing the Sebinsecured Notes as well as our continued strong ftews from operating activities, we have ¢
and cash equivalents at December 25, 2010 thatigher than our historical levels. Our cash edeivs are temporarily invested in shtatr
investment grade securities with maturities of éhmeonths or less.

The following table summarizes all Senior UnsecuMetes issued that remain outstanding at Decenthe2(®L0:

Interest Ratt

Principal Amount (in

Issuance Dat(®@) Maturity Date millions) Statec Effective ®

April 2001 April 2011 $ 650 8.88% 9.20%
June 200: July 2012 $ 263 7.70% 8.04%
April 2006 April 2016 $ 300 6.25% 6.03%
October 200° March 201¢ $ 600 6.25% 6.38%
October 200° November 203 $ 600 6.88% 7.29%
September 200 September 201 $ 250 4.25% 4.44%
September 200 September 201 $ 250 5.30% 5.59%
August 201( November 202( $ 350 3.88% 3.89%
(@) Interest payments commenced six months after issudate and are payable s-annually thereafte

(b) Includes the effects of the amortization of any gi@mium or discount; (2) debt issuance costs;(@hdain or loss upon settlemeni

related treasury locks and forward starting interate swaps utilized to hedge the interest rafe prior to the debt issuance. Exclu
the effect of any swaps that remain outstandindeasribed in Note 1:

Both the Credit Facility and the ICF contain croefault provisions whereby our failure to make g@yment on any of our indebtedness
principal amount in excess of $100 million, or theceleration of the maturity of any such indebtaednevill constitute a default under si
agreement. Our Senior Unsecured Notes providethieadicceleration of the maturity of any of our ip@giness in a principal amount in exces
$50 million will constitute a default under the 8#nUnsecured Notes if such acceleration is nou#ed, or such indebtedness is not discha
within 30 days after notice.
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The annual maturities of short-term borrowings bmdjterm debt as of December 25, 2010, excluding ddpiae obligations of $236 million a
derivative instrument adjustments of $31 milliore as follows:

Year ended
2011 $ 652
2012 26¢
2013 5
2014 6
2015 257
Thereafter 2,13¢
Total $ 3,321

Interest expense on short-term borrowings and teng- debt was $195 million, $212 million and $253lion in 2010, 2009 and 20C
respectively.

Note 11 — Leases
At December 25, 2010 we operated more than 7,28@ueants, leasing the underlying land and/or ingléh more than 6,000 of those restaur
with the vast majority of our commitments expiriwghin 20 years from the inception of the leasaur @ngest lease expires in 2151. We also

office space for headquarters and support functiassvell as certain office and restaurant equigm&e do not consider any of these indivic
leases material to our operations. Most leasasinegs to pay related executory costs, which ikelproperty taxes, maintenance and insurance.
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Future minimum commitments and amounts to be redeas lessor or sublessor under non-cancelablesleas set forth below:

Commitments Lease Receivable
Direct
Capital Operating Financing Operating
2011 $ 26 $ 550 $ 12 $ 49
2012 63 514 12 42
2013 23 483 17 38
2014 23 447 16 37
2015 23 405 13 34
Thereaftel 222 2,605 58 151
$ 380 $ 5,004 $ 128 $ 351

At December 25, 2010 and December 26, 2009, theeptevalue of minimum payments under capital leases $236 million and $249 millic
respectively. At December 25, 2010 and Decembe@69, unearned income associated with direchimg lease receivables was $50 mil
and $61 million, respectively.

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

2010 2009 2008
Rental expens
Minimum $ 56& $ 541 $ 531
Contingent 15¢€ 12% 11z
$ 722 $ 664 $ 644
Minimum rental income $ 44 $ 38 $ 28
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Note 12 — Derivative Instruments

The Company is exposed to certain market riskgimgldo its ongoing business operations. The prynmaarket risks managed by using derive
instruments are interest rate risk and cash flolatiliby arising from foreign currency fluctuations

We enter into interest rate swaps with the objectif’reducing our exposure to interest rate rigk lawering interest expense for a portion of
fixed-rate debt. At December 25, 2010, our interest datévative instruments outstanding had notionabants of $925 million and have be
designated as fair value hedges of a portion ofdebt. The critical terms of these swaps, inclgdeset dates and floating rate indices match
of our underlying fixed-rate debt and no ineffeetiess has been recorded.

We enter into foreign currency forward contractshvithe objective of reducing our exposure to cdsW fvolatility arising from foreign curren:
fluctuations associated with certain foreign cucsedenominated intercompany shtetm receivables and payables. The notional amousiiurity
date, and currency of these contracts match thibdeaunderlying receivables or payables. Foreéhfoseign currency exchange forward contr
that we have designated as cash flow hedges, weumemeffectiveness by comparing the cumulativangle in the fair value of the forw:
contract with the cumulative change in the faiueabf the hedged item. At December 25, 2010, doreurrency forward contracts outstanding
a total notional amount of $390 million.

The fair values of derivatives designated as heggistruments for the years ended December 25, 28d@ecember 26, 2009 we

Fair Value Consolidated Balance Sheet Locat
2010 2009
Interest Rate Swaj- Asset $ 8 $ — Prepaid expenses and other current a:
Interest Rate Swaj- Asset 33 44 Other asset
Foreign Currency Forwarc- Asset 7 6 Prepaid expenses and other current a:
Foreign Currency Forwarc- Liability 3 3 Accounts payable and other current liabilit

The unrealized gains associated with our interatt swaps that hedge the interest rate risk foorom of our debt have been reported a

addition of $5 million and $26 million to Short-terborrowings and Long-term debt, respectively atddeber 25, 2010 and $36 million to Long-

term debt at December 26, 2009. During the yeade@ December 25, 2010 and December 26, 2009e#ttekpense, net was reduced by
million and $31 million, respectively for recognizgains on these interest rate swaps.
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For our foreign currency forward contracts thedwaling effective portions of gains and losses weedgnized into Other Comprehensive Inc
(“OCI") and reclassified into income from OCI inetlyears ended December 25, 2010 and December @8, 20

2010 2009
Gains (losses) recognized into OCI, net of $ 32 $ 9)
Gains (losses) reclassified from Accumulated O® income, net of ta $ 33 $ (14)

The gains/losses reclassified from Accumulated @@ income were recognized as Other income (ex@eimsour Consolidated Statemen
Income, largely offsetting foreign currency trarngat losses/gains recorded when the related intepemy receivables and payables were adji
for foreign currency fluctuations. Changes in fatues of the foreign currency forwards recognidedctly in our results of operations either fi
ineffectiveness or exclusion from effectivenessitgsvere insignificant in the years ended Decen28%2010 and December 26, 2009.

Additionally, we had a net deferred loss of $13lioml and $12 million, net of tax, as of December 2610 and December 26, 2009, respect
within Accumulated OCI due to treasury locks andMard starting interest rate swaps that have bash settled, as well as outstanding for
currency forward contracts. The majority of thisd arose from the settlement of forward startimtgréest rate swaps entered into prior tc
issuance of our Senior Unsecured Notes due in 208¥js being reclassed into earnings through 203iterest expense. In 2010, 2009 and :
an insignificant amount was reclassified from Acaleed OCI to Interest expense, net as a restiltasie previously settled cash flow hedges.

As a result of the use of derivative instrument®e Company is exposed to risk that the countegsanill fail to meet their contractt
obligations. To mitigate the counterparty credikrwe only enter into contracts with carefullyesged major financial institutions based uponn
credit ratings and other factors, and continuadlyess the creditworthiness of counterparties. édeihber 25, 2010 and December 26, 2009,
the counterparties to our interest rate swaps aneigh currency forwards had investment grade gatiaccording to the three major rati
agencies. To date, all counterparties have pegdnm accordance with their contractual obligations

Note 13 — Fair Value Disclosures
The following table presents fair values for thassets and liabilities measured at fair value ogcarring basis and the level within the fair vi

hierarchy in which the measurements fall. No tfarssamong the levels within the fair value hiehgroccurred during the years ended Decel
25, 2010 or December 26, 2009.

Fair Value
Level 2010 2009
Foreign Currency Forwards, r 2 $ 4 $ 3
Interest Rate Swaps, r 2 41 44
Other Investment 1 14 13
Total $ 59 $ 60

The fair value of the Compars/foreign currency forwards and interest rate swag® determined based on the present value ofctegéutur
cash flows considering the risks involved, inclgdinonperformance risk, and using discount ratesompjate for the duration based u
observable inputs. The other investments includestments in mutual funds, which are used to offieetuations in deferred compensal
liabilities that employees have chosen to invegiiantom shares of a Stock Index Fund or Bond Irklend. The other investments are class
as trading securities and their fair value is deteed based on the closing market prices of theee®/e mutual funds as of December 25, 201(
December 26, 2009.
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The following tables present the fair values faysth assets and liabilities measured at fair valuig 2010 or 2009 on a nareurring basis, at
remaining on our Consolidated Balance Sheet asecEMber 25, 2010 or December 26, 2009. Total $asstude losses recognized from all non-
recurring fair value measurements during the yeaded December 25, 2010 and December 26, 2009:

Fair Value Measurements Usi Total Losse
As of
December 25, 201 Level 1 Level 2 Level 3 2010
Long-lived assets held for ut $ 184 — — 184 121
Fair Value Measurements Usi Total Losse
As of
December 26, 20C Level 1 Level 2 Level 3 2009
Long-lived assets held for ut $ 30 — — 30 56
Goodwill — — — — 38

Long-lived assets held for use presented in thiesattbove include restaurants or groups of rest&ithat were impaired as a result of our semi-
annual impairment review or restaurants not meehtielg for sale criteria that have been offeredsale at a price less than their carrying v
during the year ended December 25, 2010 and Deae26b@009. Of the $121 million in impairment cg@s shown in the table above for the "
ended December 25, 2010, $91 million was includeBefranchising (gain) loss and $30 million waduded in Closures and impairment (incol
expenses in the Consolidated Statements of Incddfieghe $56 million impairment charges shown in talkele above for the year ended Decer

26, 2009, $20 million was included in Refranchis{ggin) loss and $36 million was included in Cl@siand impairment (income) expenses it
Consolidated Statements of Income.

Goodwill losses in 2009 in the table above incluttesgoodwill impairment charges for our Pizza South Korea and LIS/A&W}.S. reportin
units, which are discussed in Note 9. These impait charges were recorded in Closures and impatr(ircome) expenses in the Consolid.
Statements of Income.

At December 25, 2010 the carrying values of cagh @sh equivalents, accounts receivable and acc@ayable approximated their fair val
because of the shaierm nature of these instruments. The fair valfieates receivable net of allowances and leaseagtees less subseqt
amortization approximates their carrying value.e Tompanys debt obligations, excluding capital leases, vestimated to have a fair value
$3.6 billion, compared to their carrying value &3 billion. We estimated the fair value of deking market quotes and calculations base
market rates.

Note 14 — Pension, Retiree Medical and Retiree Sags Plans
Pension Benefits

We sponsor noncontributory defined benefit pengitams covering certain futime salaried and hourly U.S. employees. The migtificant o
these plans, the YUM Retirement Plan (the “Plais’funded while benefits from the other U.S. plans paid by the Company as incurred. Dt
2001,the plans covering our U.S. salaried employees werended such that any salaried employee hiredhired by YUM after September .
2001 is not eligible to participate in those plaBenefits are based on years of service and egminstated amounts for each year of service
also sponsor various defined benefit pension ptanering certain of our nobkS. employees, the most significant of which aré¢hie U.K. Ou
plans in the U.K. have previously been amended thatinew employees are not eligible to participatinese plans.
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Obligation and Funded Status at Measurement Date:

The following chart summarizes the balance sheptan as well as benefit obligations, assets, anddd status associated with our U.S. pel
plans and significant International pension plafke actuarial valuations for all plans reflect sl@@ment dates coinciding with our fiscal
ends.

U.S. Pension Plar International Pension Pla

2010 2009 2010 2009

Change in benefit obligatic
Benefit obligation at beginning of ye $ 1,01(C $ 92z $ 17€ $ 132
Service cos 25 26 6 5
Interest cos 62 58 9 7
Participant contribution — — 2 2
Plan amendmen — 1 — —
Curtailment gair 2 9) — —
Settlement los 2 — —
Special termination benefi 1 4 — —
Exchange rate chang — — 9) 15
Benefits paic (57) 47 (4) (©)]
Settlement paymen 9) (20 — —
Actuarial (gain) los: 77 62 7 18
Benefit obligation at end of ye $ 1,10¢ $ 1,01( $ 187 $ 17¢

Change in plan asse

Fair value of plan assets at beginning of y $ 83t $ 51z $ 141 $ 83
Actual return on plan asse 10¢ 13z 14 20
Employer contribution 35 252 17 28
Participant contribution — — 2 2
Settlement paymen 9) (20 — —
Benefits paic (57) 47 (©)] (©)]
Exchange rate chang — — @) 11
Administrative expense ©) ©) — —
Fair value of plan assets at end of y $ 907 $ 83t $ 164 $ 141
Funded status at end of ye $ 201 $ (17%) $ (23) $ (35)
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Amounts recognized in the Consolidated Balance (S

U.S. Pension Plar International Pension Pla

2010 2009 2010 2009
Accrued benefit liability- current $ (10 $ (8) $ — $ —
Accrued benefit liability- nor-current (191 (167) (23 (39
$  (201) $ (179 $ (23) $ (35

Amounts recognized as a loss in Accumulated Otlwan@ehensive Incom:

U.S. Pension Plar International Pension Pla

2010 2009 2010 2009
Actuarial net los: $ 35¢ $ 342 $ 46 $ 48
Prior service cos 4 4 — —
$ 368 $ 34¢€ $ 46 $ 48

The accumulated benefit obligation for the U.S. &mdrnational pension plans was $1,212 million &i¢l05 million at December 25, 2010
December 26, 2009, respectively.

Information for pension plans with an accumulatedédit obligation in excess of plan ass

U.S. Pension Plar International Pension Pla

2010 2009 2010 2009
Projected benefit obligatic $ 1,10¢ $ 1,01C $ — $ 17€
Accumulated benefit obligatic 1,057 95¢& — 147
Fair value of plan asse 907 83t — 141

Information for pension plans with a projected H#rabligation in excess of plan asse

U.S. Pension Plar International Pension Pla

2010 2009 2010 2009
Projected benefit obligatic $ 1,10¢ $ 1,01C $ 187 $ 17¢€
Accumulated benefit obligatic 1,057 95¢ 15E 147
Fair value of plan asse 907 83t 164 141

Our funding policy with respect to the U.S. Plartascontribute amounts necessary to satisfy mininpgmsion funding requirements, includ
requirements of the Pension Protection Act of 2@dés such additional amounts from time to timeassdetermined to be appropriate to imp

the U.S. Plan’s funded status. We currently dopter to make any contributions to the U.S. Plagdfhl.

95




The funding rules for our pension plans outsideghef U.S. vary from country to country and dependnmany factors including discount rai
performance of plan assets, local laws and reguiati We do not believe we will be required to msaigmificant contributions to any pension
outside of the U.S. in 2011.

We do not anticipate any plan assets being retuméte Company during 2011 for any plans.

Components of net periodic benefit cost:

U.S. Pension Plar International Pension Pla

Net periodic benefit cos 2010 2009 2008 2010 2009 2008
Service cos $ 25 $ 26 $ 30 $ 6 $ 5 $ 8
Interest cos 62 58 53 9 7 8
Amortization of prior service co@ 1 1 — — — —
Expected return on plan ass (70) (59 (53) 9 @) 9
Amortization of net los 23 13 6 2 2 —
Net periodic benefit cos $ 41 $ 3¢ $ 36 $ 8 $ 7 $ 7
Additional loss recognized due to:

Settlemen(®) $ 3 $ 2 $ 2 $ — $ — $ —

Special termination benefi(©) $ 1 $ 4 $ 13 $ — $ — $ —

Pension losses in accumulated other comprehensieenie (loss)

U.S. Pension Plar International Pension Pla
2010 2009 2010 2009
Beginning of yea $ 34¢€ $ 374 $ 48 $ 41
Net actuarial (gain) los 41 (15) 2 5
Amortization of net los (23) (13) 2 2
Settlement: — (D] — —
Prior service cos — 2 — —
Amortization of prior service co: (D] @ — —
Exchange rate chang — — 2 4
(a) Prior service costs are amortized on a sttdigh basis over the average remaining service gesioemployees expected to rece
benefits.
(b) Settlement loss results from benefit paymémis a nonfunded plan exceeding the sum of the service austrasterest cost for that pl
during the year
(c) Special termination benefits primarily relatedhie tJ.S. business transformation measures take®0®, 2009 and 201!

96




The estimated net loss for the U.S. and Internatigension plans that will be amortized from acclatad other comprehensive loss into
periodic pension cost in 2011 is $31 million andrslion, respectively. The estimated prior seevitost for the U.S. pension plans that wil
amortized from accumulated other comprehensiveitdemet periodic pension cost in 2011 is $1 roili

Weighte-average assumptions used to determine benefitatigits at the measurement da

U.S. Pension Plar International Pension Plal

2010 2009 2010 2009

Discount rate 5.9(% 6.30% 5.4(% 5.50%
Rate of compensation incree 3. 7% 3.75% 4.472% 4.42%

Weighte(-average assumptions used to determine the netlpekienefit cost for fiscal year

U.S. Pension Plar International Pension Pla
2010 2009 2008 2010 2009 2008
Discount rate 6.3(% 6.50% 6.50% 5.5(% 5.51% 5.60%
Long-term rate of return on plan ass 7.7%% 8.00% 8.00% 6.6€% 7.20% 7.28%
Rate of compensation incree 3.7%% 3.75% 3.75% 4.42% 4.12% 4.30%

Our estimated long-term rate of return on plan tasspresents the weightesterage of expected future returns on the assega@aes included
our target investment allocation based primarilytba historical returns for each asset categorjystéetl for an assessment of current m:
conditions.
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Plan Assets

The fair values of our pension plan assets at Dbee5, 2010 by asset category and level withirfalrevalue hierarchy are as follows:

U.S. Pension International
Plans Pension Plan
Level 1:
Cash(@) $ 1 $ —
Level 2:
Cash Equivalent® 5 3
Equity Securitie— U.S. Large ca(® 30¢ —
Equity Securitie— U.S. Mid cag®) 50 —
Equity Securitie— U.S. Small ca)® 51 —
Equity Securitie— Non-U.S.®) 97 99
Fixed Income Securitie- U.S. Corporatdb) 23¢ 16
Fixed Income Securitie- U.S. Government and Government Agen) 15C —
Fixed Income Securitie- Non-U.S. Governmer®)©) 20 36
Other Investment(®) — 10
Total fair value of plan asse@ $ 92( $ 164
(a) Shor-term investments in money market fur
(b) Securities held in common tru
(c) Investments held by the Plan are directly t
(d) Excludes net payable of $13 million in the U.S.parchases of assets included in the above that segtled after year el

Our primary objectives regarding the investmenatstyy for the Plais’ assets, which make up 85% of total pension ptmeta at the 20.
measurement date, are to reduce interest rate aHletnrisk and to provide adequate liquidity to m@&emediate and future paymi
requirements. To achieve these objectives, weisirgg a combination of active and passive investratrategies. Our equity securities, curre
targeted at 55% of our investment mix, consist prity of low cost index funds focused on achievioggterm capital appreciation. We divers
our equity risk by investing in several differentSJand foreign market index funds. Investinghese index funds provides us with the adec
liquidity required to fund benefit payments andmpkxpenses. The fixed income asset allocatiomently targeted at 45% of our mix, is activ
managed and consists of long duration fixed inceeeurities that help to reduce exposure to inteast variation and to better correlate
maturities with obligations.

A mutual fund held as an investment by the Plafuges YUM stock valued at less than $0.6 milliorD&icember 25, 2010 and less than
million at December 26, 2009 (less than 1% of tptah assets in each instance).
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Benefit Payments

The benefits expected to be paid in each of thé finexyears and in the aggregate for the five gehereafter are set forth below:

uU.S. International

Year ended Pension Plan Pension Plan
2011 $ 54 $ 2
2012 41 2
2013 48 2
2014 46 2
2015 47 2
2016- 2020 28¢ 11

Expected benefits are estimated based on the sssueptions used to measure our benefit obligatiothe measurement date and include bel
attributable to estimated further employee service.
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Retiree Medical Benefits

Our postretirement plan provides health care benefits,gipailly to U.S. salaried retirees and their depatgleand includes retiree cost sha
provisions. During 2001, the plan was amended shahany salaried employee hired or rehired by Yafr September 30, 2001 is not eligibl
participate in this plan. Employees hired prioSeptember 30, 2001 are eligible for benefits éiytineet age and service requirements and q
for retirement benefits. We fund our post-retiretn@an as benefits are paid.

At the end of 2010 and 2009, the accumulated pEgement benefit obligation was $78 million andB3$million, respectively. The unrecogni:
actuarial loss recognized in Accumulated other ahensive loss was $6 million at the end of 2010 kss than $1 million at the end
2009. The net periodic benefit cost recorded ihR@009 and 2008 was $6 million, $7 million and® $illion, respectively, the majority of whi
is interest cost on the accumulated pesirement benefit obligation. 2010, 2009 and 2668ts included less than $1 million, $1 milliordasv
million, respectively, of special termination beitefprimarily related to the U.S. business transf@tion measures described in Note 4.
weighted-average assumptions used to determindibebkgations and net periodic benefit cost fhe tpostretirement medical plan are identica
those as shown for the U.S. pension plans. Ownasd heath care cost trend rates for the followieay as of 2010 and 2009 are 7.7% and 7
respectively, with expected ultimate trend rated4.686 reached in 2028.

There is a cap on our medical liability for certadtirees. The cap for Medicare eligible retiraes reached in 2000 and the cap for Medicare
eligible retirees is expected to be reached in 20b2e the cap is reached, our annual cost peeeetill not increase. A one-percentguent
increase or decrease in assumed health care eostrates would have less than a $1 million impactotal service and interest cost and or
postretirement benefit obligation. The benefits expddib be paid in each of the next five years apragmately $7 million and in aggregate
the five years thereafter are $30 million.

Retiree Savings Plan

We sponsor a contributory plan to provide retiretrtieenefits under the provisions of Section 401(k}he Internal Revenue Code (thé01(K]
Plan”) for eligible U.S. salaried and hourly empmeyg. Participants are able to elect to contribptéo 75% of eligible compensation on a pae-
basis. Participants may allocate their contrimgito one or any combination of multiple investmeptions or a selfranaged account within t
401(k) Plan. We match 100% of the participantontribution to the 401(k) Plan up to 6% of dllgi compensation. We recognizec
compensation expense our total matching contribudfdb15 million in 2010 and $16 million in 2009c2RA008.

Note 15 — Share-based and Deferred Compensation R

Overview

At year end 2010, we had four stock award plansffect: the YUM! Brands, Inc. Long-Term IncentivéaP® and the 1997 Lon@erm Incentiv:
Plan (collectively the “LTIPs"), the YUM! Brandspd. Restaurant General Manager Stock Option PIRGI Plan)and the YUM! Brands, In

SharePower Plan (“SharePower”). Under all our qldine exercise price of stock options and stogkexation rights (“SARs”granted must t
equal to or greater than the average market priteeoending market price of the Company’s stockhendate of grant.
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Potential awards to employees and momployee directors under the LTIPs include stodkoop, incentive stock options, SARs, restricteutk;
stock units, restricted stock units (“RSUs”), penfiance restricted stock units, performance shaits (f?SUs”)and performance units. Throt
December 25, 2010, we have issued only stock optiBARs, RSUs and PSUs under the LTIPs. While @gsvander the LTIPs can have vary
vesting provisions and exercise periods, outstandimards under the LTIPs vest in periods ranginghfrmmediate to 5 years and expire ten y
after grant.

Potential awards to employees under the RGM Plalndle stock options, SARs, restricted stock and 8SThrough December 25, 2010, we t
issued only stock options and SARs under this pR8M Plan awards granted have a four year cliffting period and expire ten years ¢
grant. Certain RGM Plan awards are granted uptminatent of performance conditions in the previgesr. Expense for such award:
recognized over a period that includes the perfamaaondition period.

Potential awards to employees under SharePowardacdttock options, SARs, restricted stock and RSWsough December 25, 2010, we h
issued only stock options and SARs under this plEmese awards generally vest over a period of fears and expire no longer than ten years
grant.

At year end 2010, approximately 21 million sharesenavailable for future share-based compensatamgunder the above plans.

Our Executive Income Deferral (“EID'Plan allows participants to defer receipt of a iportof their annual salary and all or a portiontiogir
incentive compensation. As defined by the EID Plaa credit the amounts deferred with earnings dasethe investment options selected by
participants. These investment options are limitecdash, phantom shares of our Common Stock, phashares of a Stock Index Fund
phantom shares of a Bond Index Fund. Investmantash and phantom shares of both index fundsitlistributed in cash at a date as electe
the employee and therefore are classified as dityabn our Consolidated Balance Sheets. We rezmyoompensation expense for the appreci
or the depreciation, if any, of investments in casld both of the index funds. Deferrals into tiramom shares of our Common Stock wil
distributed in shares of our Common Stock, underlifIPs, at a date as elected by the employedtedfore are classified in Common Stocl
our Consolidated Balance Sheets. We do not rezegrompensation expense for the appreciation odépeeciation, if any, of investments
phantom shares of our Common Stock. Our EID plaa allows participants to defer incentive compénsato purchase phantom shares of
Common Stock and receive a 33% Company match oraitheunt deferred. Deferrals receiving a match samélar to a RSU award in tr
participants will generally forfeit both the matahd incentive compensation amounts deferred if todyntarily separate from employment dui
a vesting period that is two years. We expensdrthimsic value of the match and the incentive pemsation over the requisite service pe
which includes the vesting period.

The Company has a policy of repurchasing sharee@npen market to satisfy award exercises andotxpe repurchase approximately 8 million
shares during 2011 based on estimates of stockroatid SAR exercises for that period.
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Award Valuation

We estimated the fair value of each stock optiod 8AR award as of the date of grant using the BBctoles optiorpricing model with th
following weighted-average assumptions:

2010 2009 2008
Risk-free interest rat 2.4% 1.8 % 3.C%
Expected term (year: 6.C 5.¢ 6.C
Expected volatility 30.C% 322 % 30.£%
Expected dividend yiel 2.5% 2% 1.7%

We believe it is appropriate to group our stockapand SAR awards into two homogeneous groups ek@mating expected term. These grc
consist of grants made primarily to restauriawel employees under the RGM Plan, which clifftvefter four years and expire ten years after ¢
and grants made to executives under our other stwekd plans, which typically have a graded vessitigedule of 25% per year over four years
expire ten years after grant. We use a single htegaverage term for our awards that have a gradedhgesthedule. Based on analysis of
historical exercise and post-vesting terminatiohdwor, we have determined that our restaulewet employees and our executives exercise
awards on average after five years and six yeaspectively.

When determining expected volatility, we considethbhistorical volatility of our stock as well asplied volatility associated with our trac
options. The expected dividend yield is basedcherannual dividend yield at the time of grant.

The fair values of RSU and PSU awards are basékeoclosing price of our stock on the date of grant
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Award Activity

Stock Options and SARs

Weighted-Average

Weighted- Average

Exercise Remaining Contractu Aggregate Intrinsi
Shares Price Term Value (in millions’
Outstanding at the beginning of the y 41,66¢ $ 23.5¢
Granted 6,197 33.57
Exercisec (9,937) 16.4¢€
Forfeited or expire: (1,487 31.4¢
Outstanding at the end of the y« 36,43¢@ $ _26.9] 6.0z $ 82¢
Exercisable at the end of the y 20,50/ $ 226 4.45 $ 55¢
(a) Outstanding awards include 12,058 options and 24S¥8Rs with average exercise prices of $18.52 &1d0®, respectively

The weighted-average gradiéte fair value of stock options and SARs grantednd 2010, 2009 and 2008 was $8.21, $7.29 and9%;
respectively. The total intrinsic value of stogtions and SARs exercised during the years enderbieer 25, 2010, December 26, 2009

December 27, 2008, was $259 million, $217 milliow 145 million, respectively.

As of December 25, 2010, there was $81 million mfeeognized compensation cost related to stocloogtand SARs, which will be reduced
any forfeitures that occur, related to unvestedrdws/éhat is expected to be recognized over a réntpineightedaverage period of approximatel
years. The total fair value at grant date of awamested during 2010, 2009 and 2008 was $47 mil$6@ million and $54 million, respectivel

RSUs and PSL

As of December 25, 2010, there was $12 millionroeaognized compensation cost related to 1.7 milliovested RSUs and PSUs.
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Impact on Net Income

The components of share-based compensation expaddbe related income tax benefits are showndridtiowing table:

2010 2009 2008
Options and SAR $ 40 $ 48 $ 51
Restricted Stock Unit 5 7 8
Performance Share Un 2 1 —
Total Shar-based Compensation Expel 47 56 59
Deferred Tax Benefit recogniz: 13 17 18
EID compensation expense not sl-basec $ 4 $ 4 $ 4

Cash received from stock option exercises for 2@009 and 2008, was $102 million, $113 million &%2 million, respectively. Tax bene
realized on our tax returns from tax deduction®eissed with stock options and SARs exercised 62 2009 and 2008 totaled $82 million,
million and $46 million, respectively.
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Note 16 — Shareholders’ Equity

Under the authority of our Board of Directors, vepurchased shares of our Common Stock during 26d2@08. All amounts exclude applice
transaction fees. There were no shares of our Gomtock repurchased during 2009.

Shares Repurchasel Dollar Value of Shares
(thousands) Repurchased

Authorization Date 2010 2009 2008 2010 2009 2008
March 201C 2,161 — — $ 107 $ — $ —
September 200 7,59¢ — — 283 — —
January 200t — — 23,94 — — 802
October 200" — — 22,87 — — 817

Total 97 = 46,8l $ 39(@ $ — $ 1,610

(a) Amount includes the effect of $19 million in shaepurchases (0.4 million shares) with trade dates o the 2010 fiscal year end |

cash settlement dates subsequent to the 2010 yisaa

(b) Amount excludes the effect of $13 million in shaepurchases (0.4 million shares) with trade dat&s o the 2007 fiscal year end |
cash settlement dates subsequent to the 2007 yisankend

As of December 25, 2010, we have $193 million adé for future repurchases under our March 201@Greshrepurcha:
authorization. Additionally, on January 27, 20biiy Board of Directors authorized share repurchéisesigh July 2012 of up to $750 milli
(excluding applicable transaction fees) of our tautding Common Stock.

Accumulated Other Comprehensive Income (Les§omprehensive income is Net Income plus certaierottems that are recorded directly
ShareholdersEquity. The following table gives further detadigarding the composition of accumulated other ceimgmsive loss at December
2010 and December 26, 2009. Refer to Note 14 dditianal information about our pension and pesirement plan accounting and Note 12
additional information about our derivative instremts.

2010 2009
Foreign currency translation adjustm $ 55 $ 47
Pension and pc-retirement losses, net of t (269) (259
Net unrealized losses on derivative instrumentsphtax (13) (12
Total accumulated other comprehensive $ (227) $ (224)
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Note 17 — Income Taxes

U.S. and foreign income before taxes are set fogtbw:

2010 2009 2008
u.s. 34t $ 26¢ $ 43C
Foreign 1,24¢ 1,127 861
1,59¢ $ 1,39¢ $ 1,291
The details of our income tax provision (benefit aet forth below:
2010 2009 2008
Current: Federal $ 15¢ $ (X)) $ 16€
Foreign 35€ 251 151
State 15 11 (1
52€ 241 31¢
Deferred: Federal (82) 92 12
Foreign (29) (30) 3
State 1 10 10
(110 72 1
$ 41€ $ 31z $ 31¢
The reconciliation of income taxes calculated atthS. federal tax statutory rate to our effectaserate is set forth below:
2010 2009 2008
U.S. federal statutory ra $ 55¢ 35.(% $ 48¢ 35.(% $ 452 35.(%
State income tax, net of federal tax ber 12 0.7 14 1.C 5 0.€
Statutory rate differential attributable to foreigperations (235 14.7 (159 (11.9) (187) (14.5)
Adjustments to reserves and prior ye 55 3.t 9 (0.€) 44 3.k
Change in valuation allowan: 22 14 9 (0.7) 12 0.€
Other, ne 4 0.2 (13 (0.9 (7) (0.5)
Effective income tax rat $ 41c _261% $ 31¢ _ 224 0§ 31¢ _ 247M%

Statutory rate differential attributable to foreigiperations. This item includes local taxes, withholding taxasd shareholddevel taxes, net
foreign tax credits. The favorable impact is priityaattributable to a majority of our income beiegrned outside of the U.S. where tax rate

generally lower than the U.S. rate.

In 2010, the benefit was positively impacted by beognition of excess foreign tax credits generateour intent to repatriate current year for

earnings.

In 2009, the benefit was negatively impacted byhialding taxes associated with the distributiomtgrcompany dividends that were only parti

offset by related foreign tax credits generatednduthe year.
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In 2008, the benefit was positively impacted by theognition of deferred tax assets for the netatpey losses generated by tax planning act
implemented in 2008 (1.7 percentage points). kiiteh, the benefit was also favorably impactedabglecrease in tax expense for certain for
markets.

Adjustments to reserves and prior yee This item includes: (1) the effects of reconglimcome tax amounts recorded in our Consolid
Statements of Income to amounts reflected on ourdgurns, including any adjustments to the Codstdid Balance Sheets; and (2) changes i
reserves, including interest thereon, establisbegdtential exposure we may incur if a taxing autly takes a position on a matter contrary to
position. We evaluate these amounts on a quatedis to insure that they have been appropriaigdjlysted for audit settlements and other ev
we believe may impact the outcome. The impact ertain effects or changes may offset items reftedte the ‘ Statutory rate differentie
attributable to foreign operationdine.

In 2010, this item included a net increase in tgxemse driven by the reversal of foreign tax ceefiit prior years that are not likely to be clain
on future tax returns.

In 2009, this item included out-of-year adjustmemkéch lowered our effective tax rate by 1.6 petage points.
In 2008, this item included out-of-year adjustmemksch increased our effective tax rate by 1.8 estage points.

Change in valuation allowanceThis item relates to changes for deferred tartasgenerated or utilized during the current year @hanges in ot
judgment regarding the likelihood of using defertad assets that existed at the beginning of tlze. y€he impact of certain changes may of
items reflected in th&Statutory rate differential attributable to foreigoperations’line. The Company considers all available positine negativi
evidence, including the amount of taxable income p@riods over which it must be earned, actualléeg€past taxable income and known tre
and events or transactions expected to affectdutirels of taxable income. The following tableads the change in valuation allowance dui
the year ended December 25, 2010:

Valuation Allowance:

Beginning Current Year Changes in CTA and Other
Balance Operations Judgmen Adjustments Ending Balanct
U.S. state $ 32 $ 2 $ 3 $ — $ 27
Foreign 15E 27 - (18) 164
$ 187 $ 25 $ (3) $ (18) $ 191

In 2010, the $22 million of net tax expense wasetriby $25 million for valuation allowances recatdmainst deferred tax assets generated d
the current year. This expense was partially ttigea $3 million tax benefit resulting from a clganin judgment regarding the future use of |
state deferred tax assets that existed at the tiegiof the year. In addition, we recorded apprately $18 million of CTA and other adjustmer
including $14 million related to the refranchisiofour Taiwan and Mexico businesses and $4 mifiarcurrency translation adjustments.

In 2009, the $9 million net tax benefit was drivgn$25 million of benefit resulting from a changejudgment regarding the future use of fore
deferred tax assets that existed at the beginrfitfieg/ear. This benefit was partially offset iy6dmillion for valuation allowances recorded aga
deferred tax assets generated during the year.

In 2008, the $12 million net tax expense was prilpatue to $42 million for valuation allowances oeded against deferred tax assets gene
during the year, including a full valuation alloveanprovided on deferred tax assets for net operddsses generated by tax planning actions a
did not believe it was more likely than not tha¢ythwould be realized in the future. This increases partially offset by $30 million of benef
primarily resulting from a change in judgment refjag the future use of foreign deferred tax astetsexisted at the beginning of the year.
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Other. This item primarily includes the impact of perreandifferences related to current year earningsla®. tax credits.

In 2009, this item was positively impacted by a-tinge pretax gain of approximately $68 million, with no redd income tax expense, recogni

on our acquisition of additional interest in, amthsolidation of, the entity that operates KFC ira&hai, China. This was partially offset by a pre-
tax U.S. goodwill impairment charge of approximgt®26 million, with no related income tax benefit.

The details of 2010 and 2009 deferred tax asdatslies) are set forth below:

2010 2009

Net operating loss and tax credit carryforwe $ 22( $ 22z
Employee benefit 15¢ 1l4¢
Shar~based compensatic 10z 10€
Selfinsured casualty clain 50 58
Lease related liabilitie 16€ 157
Various liabilities 13C 99
Deferred income and oth 82 58
Gross deferred tax ass 90¢ 85C
Deferred tax asset valuation allowan (191 (187
Net deferred tax asse $ 717 $ 663
Intangible assets, including goodw $ (243) $ (240
Property, plant and equipme (1049) (119
Other (14 (46)
Gross deferred tax liabilitie $ (361) $ (409
Net deferred tax assets (liabilitie $ 35¢€ $ 25¢

Reported in Consolidated Balance Sheet:

Deferred income taxe- current $ 61 $ 81
Deferred income taxe- long-term 36€ 251
Accounts payable and other current liabilil (20 @)
Other liabilities and deferred cred (51 (66)

$ 35€ $ 25¢

We have investments in foreign subsidiaries whieeecrrying values for financial reporting excelee tax basis. We have not provided defe
tax on the portion of the excess that we believesisentially permanent in duratiomhis amount may become taxable upon an actual @mde
repatriation of assets from the subsidiaries @la ar liquidation of the subsidiaries. We estieniat our total temporary difference upon whict
have not provided deferred tax is approximatel\3gillion at December 25, 2010. A determinatidrihe deferred tax liability on this amoun
not practicable.
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At December 25, 2010, the Company has foreign ¢ipgrand capital loss carryforwards of $632 milliamd U.S. state operating loss carryforw
of $1.7 billion. These losses are being carriedvéod in jurisdictions where we are permitted te t&x losses from prior periods to reduce ft
taxable income and will expire as follows:

Year of Expiratior

2011 2012-2015 201€-2030 Indefinitely Total
Foreign $ 4 $ 65 $ 142 $ 421 $ 632
U.S. state 12 88 1,59( - 1,69(
$ 16 $ 153 $ 1,732 $ 421 $ 2,322

In addition, tax credits of $5 million are availalib reduce certain U.S. state liabilities, albfich may be carried forward indefinitely.

We recognize, in the financial statements, the fieokpositions taken or expected to be takenaix teturns in the financial statements when
more likely than not (i.e. a likelihood of more théifty percent) that the position would be susggirupon examination by tax authorities
recognized tax position is measured at the lamastunt of benefit that is greater than fifty petdiéely of being realized upon settlement.

The Company had $308 million and $301 million ofecognized tax benefits at December 25, 2010 arsmber 26, 2009, respectively, $.
million and $259 million of which, if recognized,owld affect the 2010 and 2009 effective incomerttes, respectively. A reconciliation of
beginning and ending amount of unrecognized taefisrfollows:

2010 2009
Beginning of Yea $ 301 $ 29€
Additions on tax position- current yea 45 48
Additions for tax position- prior years 35 59
Reductions for tax positior- prior years (29 (68)
Reductions for settlemen (42) (33
Reductions due to statute expirat (20 (6)
Foreign currency translation adjustment 3 5
End of Year $ 30¢ $ 301

The Company believes it is reasonably possiblaritecognized tax benefits may decrease by apprégiyn®92 million in the next 12 months,
which each position is individually insignificarihcluding approximately $50 million, of which, iecognized upon audit settlement or st
expiration, would affect the 2011 effective taxerat

The Companys income tax returns are subject to examinatiothénU.S. federal jurisdiction and numerous forejigmsdictions. The followin
table summarizes our major jurisdictions and tlxeytars that are either currently under audit orai® open and subject to examination:

Jurisdiction Open Tax Year
U.S. Federa 1999- 2010
China 2007- 2010
United Kingdom 2003- 2010
Mexico 2001- 2010
Australia 2006- 2010
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In addition, the Company is subject to various Wit8te income tax examinations, for which, in thgragate, we had significant unrecognizec
benefits at December 25, 2010, each of which iwiddally insignificant.

The accrued interest and penalties related to iedaxes at December 25, 2010 and December 26,2808t forth below:
2010 2009

Accrued interest and penalti $ 48 $ 41

During 2010 and 2009, $13 million and $6 millioaspectively, of interest and penalties expense vem@gnized in our Consolidated Stateme|
Income. The Company recognizes accrued interespeanadlties related to unrecognized tax benefitagponents of its Income tax provision.

On June 23, 2010, the Company received a RevenwmtAgeport (“RAR”) from the Internal Revenue Seevifthe “IRS”) relating to it
examination of our U.S. federal income tax retdorsfiscal years 2004 through 2006. The IRS happsed an adjustment to increase the ta
value of rights to intangibles used outside the.th&t Yum transferred to certain of its foreigmsidiaries. The proposed adjustment would r
in approximately $700 million of additional taxelsipnet interest to date of approximately $150iomll Furthermore, if the IRS prevails it is lik
to make similar claims for years subsequent ta@fi2@06. The potential additional taxes for thieder years, through 2010, computed on a sii
basis to the 2004-2006 additional taxes, woulddmraimately $320 million plus net interest to dafepproximately $20 million.

We believe that the Company has properly reporée@diie income and paid taxes in accordance withicafe laws and that the propo:
adjustment is inconsistent with applicable incomelaws, Treasury Regulations and relevant case & intend to defend our position vigorot
and have filed a protest with the IRS. As thelfieaolution of the proposed adjustment remainguam, the Company will continue to provide
its position in this matter based on the tax benkét we believe is the largest amount that isenlieely than not to be realized upon settleme
this issue. There can be no assurance that pagrdaatupon final resolution of this issue will maiceed our currently recorded reserve and
payments could have a material adverse effect orfioancial position. Additionally, if increases to our reserves are deg@mecessary due
future developments related to this issue, sucteases could have a material, adverse effect onesuits of operations as they are recorded.
Company does not expect resolution of this matt#imtwelve months and cannot predict with certaiie timing of such resolution.
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Note 18 — Reportable Operating Segments

We are principally engaged in developing, operatfreanchising and licensing the worldwide KFC, Rizdut, Taco Bell, LIS and A&W concej
KFC, Pizza Hut, Taco Bell, LIS and A&W operate 0195, 21, 4 and 9 countries and territories, @esgely. Our five largest internatiol
markets based on operating profit in 2010 are Ghisé Franchise, Australia, United Kingdom, andih@&merica Franchise.

We identify our operating segments based on managerasponsibility. The China Division includedyomainland China and YRI includes
remainder of our international operations. In th&., we consider LJS and A&W to be a single ofegasegment. We consider our KFC, P
Hut, Taco Bell and LIS/A&W operating segments ia thS. to be similar and therefore have aggregéuech into a single reportable opera

segment.

China Division
YRI
uU.S.

Unallocated Franchise and license fees and in«@b)

China Division(©)

YRI

uU.S.

Unallocated Franchise and license fees and in(@(®)
Unallocated Occupancy and otHP)(d
Unallocated and corporate expen(®)e)
Unallocated Impairment expen®)®
Unallocated Other income (expen®)©)
Unallocated Refranchising gain (lo<)
Operating Profi

Interest expense, n

Income Before Income Tax

Revenue:!
2010 2009 2008
$ 4,13t $ 3,407 $ 2,84(
3,08¢ 2,98¢ 3,33:
4,12( 4,47: 5,13
J— (32) —
$ 11,34 $ 10,83¢ $ 11,30«
Operating Profit; Interest Expense, Net; i
Income Before Income Tax
2010 2009 2008
$ 75E $ 59¢ $ 471
58¢ 497 531
66¢ 647 641
J— (32) J—
9 — —
(1949 (189) (24%)
_ (26) —
5 71 117
(63 26 5
1,76¢ 1,59(C 1,517
(175) (199) (22€)
$ 1,59 $ 1,39¢ $ 1,291
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Depreciation and Amortizatic

2010 2009 2008
China Division $ 22t $ 184 $ 13€
YRI 15¢ 16& 17¢
U.S. 201 21€ 231
Corporate(@ 4 15 16
$ 58¢ $ 58C $ 55¢€

Capital Spendini

2010 2009 2008

China Division $ 27z $ 271 $ 30C
YRI 25¢ 251 28C
U.S. 241 27C 34¢
Corporate 24 5 6
$ 79€ $ 797 $ 93t

Identifiable Asset:

2010 2009 2008

China Division® $ 2,28¢ $ 1,632 $ 1,251
YRI 2,64¢ 2,44¢ 2,017
u.S. 2,39¢ 2,57¢ 2,73¢
Corporate() 98( 492 52C
$ 8,31¢ $ 7,14¢ $ 6,527

Long-Lived Assets()

2010 2009 2008
China Division $ 1,26¢ $ 1,172 $ 90t
YRI 1,54¢ 1,52¢ 1,26¢
u.s. 2,09t 2,26( 2,41¢
Corporate 52 45 63
$ 4,96¢ $ 5,001 $ 4,65(
(a) Amount consists of reimbursements to KFC franchiske installation costs of ovens for the natiokminch of Kentucky Grille
Chicken. See Note -
(b) Amounts have not been allocated to the U.S., YRThina Division segments for performance reporpogposes
(c) Includes equity income from investments in uncoidsoéd affiliates of $42 million, $36 million andt@ million in 2010, 2009 and 20(
respectively, for the China Divisio
(d) 2010 includes a $9 million depreciation reductiosiag from the impairment of KFC restaurants wierdd to sell in 2010. See Note
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(e) 2010, 2009 and 2008 include approximately $9 milli$16 million and $49 million, respectively, ofaslyes relating to U.S. general
administrative productivity initiatives and realigent of resources. Additionally, 2008 includes &ilion of charges relating
investments in our U.S. Brands. See Not

® 2009 includes a $26 million charge to w-off goodwill associated with our LIS and A&W busises in the U.S. See Note

(9) 2009 includes a $68 million gain related to thewasition of additional interest in and consolidatiof a former unconsolidated affiliate
China and 2008 includes a $100 million gain recogdion the sale of our interest in our unconsdadaifiliate in Japan. See Note

(h) China Division includes investments in 4 unconsatkd affiliates totaling $154 million, $144 milli@nd $65 million, for 2010, 2009 a
2008, respectively. The 2009 increase was driyeoun acquisition of interest in Little Sheep, nébur acquisition of additional inter
in and consolidation of our unconsolidated affdiat Shanghai, China. See Note

0] Primarily includes cash, deferred tax assets aopepty, plant and equipment, net, related to oficefacilities.
0] Includes property, plant and equipment, net, gotydarnd intangible assets, n

See Note 4 for additional operating segment discssrelated to impairment, store closure (incooas}s and the carrying amount of assets he
sale.

Note 19 — Contingencies
Lease Guarantees

As a result of (a) assigning our interest in ollm@s under real estate leases as a conditioretoetiianchising of certain Company restaurants
contributing certain Company restaurants to unclisested affiliates; and (c) guaranteeing certaimeotieases, we are frequently contingently li
on lease agreements. These leases have varying, tdre latest of which expires in 2026. As of &aber 25, 2010, the potential amoun
undiscounted payments we could be required to nrakbe event of nopayment by the primary lessee was approximatelys $6Rlion. The
present value of these potential payments discduateour pretax cost of debt at December 25, 2010 was apprdrign&450 million. Ou
franchisees are the primary lessees under thenvasirity of these leases. We generally have cde$ault provisions with these franchisees
would put them in default of their franchise agreamin the event of non-payment under the lease. balieve these crosefault provision
significantly reduce the risk that we will be regd to make payments under these leases. Acctyding liability recorded for our probatl
exposure under such leases at December 25, 201Der@inber 26, 2009 was not material.
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Franchise Loan Pool and Equipment Guarantees

We have agreed to provide financial support, ifuiegf, to a variable interest entity that operatdsanchisee lending program used primaril
assist franchisees in the development of new restéal and, to a lesser extent, in connection withn €ompanys historical refranchisir
programs. As part of this agreement, we have pealia partial guarantee of approximately $15 mmlland two letters of credit totali
approximately $23 million in support of the franebe loan program at December 25, 2010. One stteh & credit could be used if we fail to m
our obligations under our guarantee. The othésrdelf credit could be used, in certain circumséanto fund our participation in the funding of
franchisee loan program. The total loans outstandinder the loan pool were $70 million at Decenfer 2010 with an additional $30 milli
available for lending at December 25, 2010. Weehdetermined that we are not required to consditids entity as we share the power to d
this entity’s lending activity with other parties.

In addition to the guarantee described above, Y8l provided guarantees of $23 million on behaffarfichisees for several equipment finan
programs related to specific initiatives, the msighificant of which was the purchase of ovens ByCKfranchisees for the launch of Kentu
Grilled Chicken. The total loans outstanding urttiese equipment financing programs were approxiyn&25 million at December 25, 2010.

Unconsolidated Affiliates Guarantees

From time to time we have guaranteed certain loferedit and loans of unconsolidated affiliatég. December 25, 2010 there are no guara
outstanding for unconsolidated affiliates. Our amsnlidated affiliates had total revenues of appnaxely $820 million for the year enc
December 25, 2010 and assets and debt of appr@tin$t30 million and $70 million, respectively,écember 25, 2010.

Insurance Programs

We are self-insured for a substantial portion of ourrent and prior years’ coverage including weskeompensation, employment practi
liability, general liability, automobile liabilityproduct liability and property losses (collectietproperty and casualty losses”Jo mitigate th
cost of our exposures for certain property and @@glosses, we make annual decisions to issliire the risks of loss up to defined maximun
occurrence retentions on a line by line basis ocdmbine certain lines of coverage into one losel path a single selfrsured aggrega
retention. The Company then purchases insurancerage, up to a certain limit, for losses that exic¢éhe selinsurance per occurrence
aggregate retention. The insuremgximum aggregate loss limits are significantlyabour actuarially determined probable losses;efloee, we
believe the likelihood of losses exceeding theri@si maximum aggregate loss limits is remote.

The following table summarizes the 2010 and 20@®iacrelated to our self-insured property andwasy reserves as of December 25, 2010.

Beginning
Balance Expense Payment: Ending Balanct
2010 Activity $ 173 46 (69) $ 15C
2009 Activity $ 196 44 (67) $ 17:

In the U.S. and in certain other countries, wease self-insured for healthcare claims and letga disability for eligible participating employs
subject to certain deductibles and limitations. Méwe accounted for our retained liabilities foogmrty and casualty losses, healthcare and long-
term disability claims, including reported and imad but not reported claims, based on informapimvided by independent actuaries.
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Due to the inherent volatility of actuarially detened property and casualty loss estimates, ie&swonably possible that we could experi
changes in estimated losses which could be materialir growth in quarterly and annual Net incoritée believe that we have recorded rese
for property and casualty losses at a level whih substantially mitigated the potential negatimpact of adverse developments and/or volatility.
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Legal Proceedings

We are subject to various claims and contingeneizded to lawsuits, real estate, environmental @hdr matters arising in the normal cours
business. We provide reserves for such claimsantingencies when payment is probable and reagoeatimable.

On November 26, 2001, Kevin Johnson, a former Lawign Silver’s (“LJS”restaurant manager, filed a collective action agdidS in the Unite
States District Court for the Middle District of igessee alleging violation of the Fair Labor StadslaAct (“FLSA”) on behalf of himself ar
allegedly similarlysituated LJS general and assistant restaurant reemagohnson alleged that LJS violated the FLSAdrpetrating a policy al
practice of seeking monetary restitution from L¥Spboyees, including Restaurant General Manager&R") and Assistant Restaurant Gen
Managers (“ARGMs”)when monetary or property losses occurred due tovkrg and willful violations of LJS policies thagsulted in losses
company funds or property, and that LJS had thugroperly classified its RGMs and ARGMs as exempminfrovertime pay under t
FLSA. Johnson sought overtime pay, liquidated dggaaand attorneys’ fees for himself and his prepgadass.

LJS moved the Tennessee district court to comgetration of Johnson’s suit. The district courbigred LJSS motion on June 7, 2004, and
United States Court of Appeals for the Sixth Citaifirmed on July 5, 2005.

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

On June 15, 2004, the arbitrator in the Cole Aalibn issued a Clause Construction Award, findimat JS5 Dispute Resolution Policy did 1
prohibit Claimants from proceeding on a collectiveclass basis. LJS moved unsuccessfully to vabateClause Construction Award in fed
district court in South Carolina. On September2)5, the arbitrator issued a Class Determinaiward, finding,inter alia, that a class would |
certified in the Cole Arbitration on an “opt-outasis, rather than as an “opt-in” collective act@srspecified by the FLSA.

On January 20, 2006, the district court denied £380tion to vacate the Class Determination Awaidi tae United States Court of Appeals for
Fourth Circuit affirmed the district coustdecision on January 28, 2008. A petition forrd of certiorari filed in the United States Supre@our
seeking a review of the Fourth Circgitdecision was denied on October 7, 2008. Thdegaparticipated in mediation on April 24, 2008,
February 28, 2009, and again on November 18, 20@%wut reaching resolution. An arbitration hearioig liability with respect to the alleg
restitution policy and practice for the period eging in late 1998 through early 2002 concludedune, 2010. On October 11, 2010, the arbit
issued a partial interim award for the first phas¢he thregphase arbitration finding that, for the period fréae 1998 to early 2002, LJS ha
policy and practice of making impermissible dedwusi from the salaries of its RGMs and ARGMs. Heggiaddressing the other phases o
arbitration, including the rest of the class perodi damages have not been scheduled.

Based on the rulings issued to date in this matterCole Arbitration is proceeding as an “opt-otitiss action, rather than as an “optéollective
action. LJS denies liability and is vigorously elefling the claims in the Cole Arbitration. We havevided for a reasonable estimate of the cc

the Cole Arbitration, taking into account a numipérfactors, including our current projection ofggile claims, the estimated amount of €
eligible claim, the estimated claim recovery rdtes estimated legal fees incurred by Claimants amedasonable settlement value of Claimants’
claims. However, in light of the inherent uncentags of litigation, the fact-specific nature ofa@hants’claims, and the novelty of proceeding ir
FLSA lawsuit on an “opt-outbasis, there can be no assurance that the Col&a&ibn will not result in losses in excess of thasirrently provide

for in our Consolidated Financial Statements.
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On August 4, 2006, a putative class action lawagéinst Taco Bell Corp. styled Rajeev Chhibbermaxo Bell Corpwas filed in Orange Coun
Superior Court. On August 7, 2006, another pugatiass action lawsuit styled Marina Puchalskiacd Bell Corpwas filed in San Diego Coun
Superior Court. Both lawsuits were filed by a T&=l RGM purporting to represent all current andtier RGMs who worked at corporaiemed
restaurants in California since August 2002. Tawesuits allege violations of Californewage and hour laws involving unpaid overtime aveal
period violations and seek unspecified amountsamabes and penalties. The cases were consolitafeah Diego County as of Septembe
2006.

Based on plaintiffstevised class definition in their class certificatimotion, Taco Bell removed the case to federaltcdm San Diego on Augu
29, 2008. On March 17, 2009, the court grantedn{ifts’ motion to remand. On January 29, 2010¢ tourt granted the plaintiffslass
certification motion with respect to the unpaid diree claims of RGMs and Market Training Manageus tenied class certification on the m
period claims. The parties participated in mediatbn May 26, 2010 without reaching resolution.e Tourt held a hearing to finalize the trial p
on January 28, 2011 and has not yet set the tanalqr trial date.

Taco Bell denies liability and intends to vigorgudkfend against all claims in this lawsuit. Wed@rovided for a reasonable estimate of the
of this lawsuit. However, in view of the inheranicertainties of litigation, there can be no asscteathat this lawsuit will not result in losses
excess of those currently provided for in our Cdidated Financial Statements.

On September 10, 2007, a putative class actiomsigéaco Bell Corp., the Company and other relatdiies styledSandrika Medlock v. Taco Be
Corp., was filed in United States District Court, EastBistrict, Fresno, California. The case was fitedbehalf of all hourly employees who he
worked at corporatewned restaurants in California since Septembe8 20@ alleges numerous violations of Californiaotalaws including unpai
overtime, failure to pay wages on termination, deof meal and rest breaks, improper wage statenenpaid business expenses and unfa
unlawful business practices in violation of Califia Business & Professions Code §17200. The Coypes dismissed from the case with
prejudice on January 10, 2008.

On April 11, 2008, Lisa Hardiman filed a Privatetgkheys General Act (“PAGA"tomplaint in the Superior Court of the State ofifoahia,
County of Fresno against Taco Bell Corp., the Camgpand other related entities. This lawsuit, stylésa Hardiman vs. Taco Bell Corp., et al.
was filed on behalf of Hardiman individually and ather aggrieved employees pursuant to PAGA. @bmplaint seeks penalties for allec
violations of Californias Labor Code. On June 25, 2008, Hardiman filedrarnded complaint adding class action allegationsehalf of hourly
employees in California very similar to the Medlotkse, including allegations of unpaid overtime,smismeal and rest periods, improper w
statements, nopayment of wages upon termination, unreimbursednbas expenses and unfair or unlawful businesstipeacin violation o
California Business & Professions Code §17200.

On June 16, 2008, a putative class action lawgginst Taco Bell Corp. and the Company, styled &iriLeyva vs. Taco Bell Corp., et alwas
filed in Los Angeles Superior Court. The case filad on behalf of Leyva and purportedly all ottalifornia hourly employees and alleges fail
to pay overtime, failure to provide meal and restiguls, failure to pay wages upon discharge, faitorprovide itemized wage statements, ur
business practices and wrongful termination andrilisnation. The Company was dismissed from theeagithout prejudice on August 20, 2008.

On November 5, 2008, a putative class action lavwagainst Taco Bell Corp. and the Company styledhine Naranjo vs. Taco Bell Corp., et al.
was filed in Orange County Superior Court. Theecams filed on behalf of Naranjo and purportedlyosther California employees and alle¢
failure to pay overtime, failure to reimburse farsiness related expenses, improper wage statenfi@gihise to pay accrued vacation wages, fai
to pay minimum wage and unfair business practidésee Company filed a motion to dismiss on Deceniligr2008, which was denied on Jant
20, 2009.
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On March 26, 2009, Taco Bell was served with a tugaclass action lawsuit filed in Orange Countyp8tior Court against Taco Bell and
Company styled Endang Widjaja vs. Taco Bell Cogpal. The case was filed on behalf of Widjaja, a forf@atifornia hourly assistant manag
and purportedly all other individuals employed ic®d Bell’s California restaurants as managers and allegeeefto reimburse for business rele
expenses, failure to provide rest periods, unfasirtess practices and conversion. Taco Bell rethdive case to federal district court and file
notice of related case. On June 18, 2009 thewasedransferred to the Eastern District of Califarn

On December 1, 2010, a putative class action sfjrdsa Nave v. Taco Bell Corp. and Taco Bell ofetioa, Inc.was filed in the United Stat
District Court for the Eastern District of Califaan Fresno division. The plaintiff seeks to reprdgsa California statedde class of hourl
employees who were allegedly not timely paid athed vacation at the end of their employment ancevaenied required rest breaks. Plai
additionally seeks statutory “waiting time” penedtiand alleges violations of CaliforréaUnfair Business Practices Act (B&P Code §1720
seq.). On December 9, 2010, the plaintiff fileBist Amended Complaint adding three individualmamed plaintiffs.

On May 19, 2009 the court granted Taco Bell's motio consolidate the MedlogkHardiman, Leyvaand Naranjanatters, and the consolida
case is styled In Re Taco Bell Wage and Hour Astio@n July 22, 2009, Taco Bell filed a motion terdiss, stay or consolidate the Widjapest
with the In Re Taco Bell Wage and Hour Actigrend Taco BelB motion to consolidate was granted on OctobeP@99. On December 16, 20
the court ordered the Naweatter consolidated with the In Re Taco Bell Wage Hour Actions

The In Re Taco Bell Wage and Hour Actiguaintiffs filed a consolidated complaint on Jurs 2009, and on March 30, 2010 the court appr
the parties’stipulation to dismiss the Company from the actidhe parties participated in mediation on August2810 without reachir
resolution. Plaintiffs filed their motion for clesertification on December 30, 2010, and the hgaoh plaintiffs’class certification motion has be
scheduled for May 23, 2011.

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

On September 28, 2009, a putative class actioadstMarisela Rosales v. Taco Bell Conas filed in Orange County Superior Court. Themni,
a former Taco Bell crew member, alleges that Taelb fRiled to timely pay her final wages upon temation, and seeks restitution and late pay!
penalties on behalf of herself and similarly siat@aemployees. This case appears to be duplicatitree In Re Taco Bell Wage and Hour Actic
case described above. Taco Bell removed the odseléral court on November 5, 2009, and subsetyuletd a motion to dismiss, stay or trans
the case to the same district court as the In Re Ball Wage and Hour Actiortase. The parties stipulated to remand of the tce®eange Coun
Superior Court on March 18, 2010. The state cgrahted Taco Bell's motion to stay the Rosalase on May 28, 2010, but required Taco B¢
give notice to Rosales’ counsel of the In Re Taeth B/age and Hour Actionsiediation.

Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. Howgvin view of the inherent uncertainties
litigation, the outcome of this case cannot be joted at this time. Likewise, the amount of anygmtial loss cannot be reasonably estimated.
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On October 14, 2008, a putative class action, dtilenny Archila v. KFC U.S. Properties, Inavas filed in California state court on behalfadt
California hourly employees alleging various Catlifia Labor Code violations, including rest and mig@ak violations, overtime violations, ws
statement violations and waiting time penaltiesz=Ckremoved the case to the United States DistigetriCfor the Central District of California
January 7, 2009. On July 7, 2009, the Judge rillatthe case would not go forward as a class ractdaintiff also sought recovery of ci
penalties under the California Private Attorney &ahAct as a representative of other “aggrievegleyees.” On August 3, 2009, the court ru
that the plaintiff could not assert such claims #mel case had to proceed as a single plaintifbactOn the eve of the August 18, 2009 trial,
plaintiff stipulated to a dismissal of his indiviaiclaims with prejudice but reserved his rightippeal the court'rulings regarding class and PA
claims. KFC reserved its right to make any andchihllenges to the appeal. On or about Septem6gr2009, plaintiff filed a notice
appeal. Plaintiff filed his opening appellate boa March 31, 2010, KFC filed its opposition braf May 28, 2010 and plaintiff filed his reply ki
on June 25, 2010. The Ninth Circuit Court of Adpd®as scheduled oral argument on Plaintiff's apfuge-ebruary 14, 2011.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiew of the inherent uncertainties of litigati
the outcome of this case cannot be predicted sitithe. Likewise, the amount of any potential loganot be reasonably estimated.

On October 2, 2009, a putative class action, stleshonique Hines v. KFC U.S. Properties, Inwas filed in California state court on behalfadi
California hourly employees alleging various Catlifia Labor Code violations, including rest and mig@ak violations, overtime violations, ws
statement violations and waiting time penaltiekirféiff is a former normanagerial KFC restaurant employee representetebgame counsel tt
filed the Archilaaction described above. KFC filed an answer orokumt 28, 2009, in which it denied plaintifclaims and allegations. Ki
removed the action to the United States Districtit€éor the Southern District of California on Ob#r 29, 2009. Plaintiff filed a motion for cli
certification on May 20, 2010 and KFC filed a briefopposition. On October 22, 2010, the District Court grantedrféif s motion to certify
class on the meal and rest break claims, but deh&dnotion to certify a class regarding allegefdtioé-clock work. On November 1, 2010, K
filed a motion requesting a stay of the case pandimecision from the California Supreme Court rdig the applicable standard for emplc
provision of meal and rest breaks. Plaintiff filad opposition to that motion on November 19, 2000. January 14, 2011, the District C¢
granted KFC’s motion and stayed the entire actimding a decision from the California Supreme Codio trial date has been set.

KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiew of the inherent uncertainties of litigati
the outcome of this case cannot be predicted sitithe. Likewise, the amount of any potential loaenot be reasonably estimated.

On August 18, 2010, a putative class action, stylessh Harrison and Noe Rivera v. KFC USA, Inc., KECS. Properties, Inc., and Kl
Corporation, was filed in California state court on behalf af former California hourly employees alleging ieaus California Labor Coc
violations, including failure to pay all vacatiomyp failure to reimburse business expenses (mileageuniforms), and waiting time penalties
well as a claim of unfair competition. KFC remowbé action to the United States District Courttfog Northern District of California on Octol
4, 2010, and the case was transferred to the Cddistict of California on October 27, 2010, whetevas assigned to the court that hearc
Archila_action. On December 14, 2010, the court grantecC’&Fmotion to dismiss Plaintiffs’ third cause oftiao (Plaintiffs’ claim for
reimbursement of expenses). Plaintiffs filed ast-kmended Complaint on December 28, 2010. Th& Rimended Complaint contained the s
causes of action as the initial complaint, alonthvai request for penalties pursuant to the CalidoRrivate Attorney General Act. In respons
KFC’s stated intention to file a motion to dismiss Fiesst Amended Complaint, Plaintiffs filed a SecoAthended Complaint on January
2011. KFC's response to the Second Amended Contpsadue by February 10, 2011. No trial datebeen set.
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KFC denies liability and intends to vigorously dedeagainst all claims in this lawsuit. Howeveryiew of the inherent uncertainties of litigati
the outcome of this case cannot be predicted sitithe. Likewise, the amount of any potential loaenot be reasonably estimated.

On December 17, 2002, Taco Bell was named as tlmdiznt in a class action lawsuit filed in the @ditStates District Court for the North
District of California styled Moeller, et al. v. Ta Bell Corp. On August 4, 2003, plaintiffs filed an amendedhptrint that alleges, among ot
things, that Taco Bell has discriminated againstdlass of people who use wheelchairs or scoatermdbility by failing to make its approximat:
220 companywned restaurants in California accessible to tlassc Plaintiffs contend that queue rails and rotirehitectural and structu
elements of the Taco Bell restaurants relatindnéopath of travel and use of the facilities by passwith mobilityrelated disabilities do not com;
with the U.S. Americans with Disabilities Act (th&DA”), the Unruh Civil Rights Act (the “Unruh Act, and the California Disabled Persons
(the “CDPA"). Plaintiffs have requested: (a) an injunction frdra District Court ordering Taco Bell to comply withe ADA and its implementir
regulations; (b) that the District Court declaree@@ell in violation of the ADA, the Unruh Act, aritle CDPA; and (c) monetary relief under
Unruh Act or CDPA. Plaintiffs, on behalf of theask, are seeking the minimum statutory damagesffegrse of either $4,000 under the Unruh
or $1,000 under the CDPA for each aggrieved membtre class. Plaintiffs contend that there maynbexcess of 100,000 individuals in the cl:

On February 23, 2004, the District Court grantedingiffs’ motion for class certification. The class includ#gaims for injunctive relief ar
minimum statutory damages.

On May 17, 2007, a hearing was held on plaintiffdtion for Partial Summary Judgment seeking judideclaration that Taco Bell was
violation of accessibility laws as to three specifisues: indoor seating, queue rails and dooringegnrce. On August 8, 2007, the court gra
plaintiffs’ motion in part with regard to dining om seating. In addition, the court granted plésitimotion in part with regard to door open
force at some restaurants (but not all) and dethieanotion with regard to queue lines.

The parties participated in mediation on March 28)8, and again on March 26, 2009, without reach@splution. On December 16, 2009,
court denied Taco Be#’ motion for summary judgment on the ADA claims andered plaintiff to file a definitive list of remning issues and
select one restaurant to be the subject of a Trfe. court has ordered the exemplar trial to begidune 6, 2011. The trial will be bifurcated aime
first stage will address equitable relief and whkeethiolations existed at the restaurant. Taco Béllhave the opportunity to renew its motion
summary judgment on those issues and the opporttmitmove to decertify the class. A case currepgnding before the U.S. Supreme Cc
Dukes v. WalMart Stores, Inc, may impact the issue of class certification. &efing on the findings in the first stage of thaltand the courf
rulings on motions for summary judgment or classektification, the court may address the issuéashages in a separate, second stage.

Taco Bell denies liability and intends to vigorguslefend against all claims in this lawsuit. Ta8ell has taken steps to address pote
architectural and structural compliance issuesatréstaurants in accordance with applicable statefederal disability access laws. The ¢
associated with addressing these issues havegmificantly impacted our results of operationsislhot possible at this time to reasonably esg&
the probability or amount of liability for monetadjamages on a class wide basis to Taco Bell.
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On March 14, 2007, a lawsuit styled Boskovich Farms. v. Taco Bell Corp. and Does 1 through %@ filed in the Superior Court of the Stat
California, Orange County. Boskovich Farms, a $ieppf produce to Taco Bell, alleged in its coniptaamong other things, that it suffe
damage to its reputation and business as a refspitihdications and/or statements it claims were enlagl Taco Bell in connection with Taco Bell’
reporting of results of certain tests conductednduinvestigations on green onions used at Tacd staurants. The parties participate
mediation on April 10, 2008, without reaching regmn. The arbitration panel heard the part@s'ss motions for summary judgment on Au
12, 2009. On August 14, 2009, the arbitration p@swied an opinion granting Taco Bslimotion for summary judgment and dismissing &
Boskovichs claims with prejudice. On September 23, 200%kBuich filed a motion to vacate the arbitratioraash On January 6, 2010 the c
heard oral arguments on Boskovich’s motion to v@eaid took the matter under submission. On Ma#¢l2@10, the court denied plaintgfmotior
and confirmed the arbitration award. Boskovicheged to the Kentucky Court of Appeals on April 2810. Taco Bell filed its response on M
19, 2010 and reserved the right to seek attorrfegs for the cost of the appeals. Taco Bell deliaedity and intends to vigorously defend aga
all claims in any arbitration and the lawsuit. Hower, in view of the inherent uncertainties offltiion, the outcome of this case cannot be pred
at this time. Likewise, the amount of any potdrtias cannot be reasonably estimated.

On July 9, 2009, a putative class action styled iMamith v. Pizza Hut, Incwas filed in the United States District Court ftwetDistrict o
Colorado. The complaint alleges that Pizza Hutrhtl properly reimburse its delivery drivers forrieais automobile costs, uniforms costs,
other jobrelated expenses and seeks to represent a clasdivadry drivers nationwide under the Fair Laboarstards Act (FLSA) and Colora
state law. On January 4, 2010, plaintiffs fileagnation for conditional certification of a nationwictlass of current and former Pizza Hut,
delivery drivers. However, on March 11, 2010, tdoairt granted Pizza H'pending motion to dismiss for failure to statelam, with leave t
amend. On March 31, 2010, plaintiffs filed an agethcomplaint, which in addition to the federal RL8aims asserts stataw class action clain
under the laws of 16 different states. Pizza Hledfa motion to dismiss the amended complaint, plaéhtiffs sought leave to amend tt
complaint a second time. On August 9, 2010, thertcgranted plaintiffs’'motion to amend. Pizza Hut has filed another nmotm dismiss th
Second Amended Complaint. The court has yet ®anlPizza Hut's motion.

Pizza Hut denies liability and intends to vigorqudefend against all claims in this lawsuit. Hoeevin view of the inherent uncertainties
litigation, the outcome of these cases cannot bdigted at this time. Likewise, the amount of anyential loss cannot be reasonably estimated.

On August 6, 2010, a putative class action stysstdelyn Whittington v. Yum Brands, Inc., Taco BefllAmerica, Inc. and Taco Bell Corpvas
filed in the United States District Court for thésbDict of Colorado. The plaintiff seeks to regata nationwide class of assistant managers
were allegedly misclassified and did not receivepensation for all hours worked and did not receivertime pay after 40 hours in a week.
plaintiff also purports to represent a separatesct# Colorado assistant managers under Colorati® Istw, which provides for daily overtime a
12 hours in a dayYum has been dismissed from the case. Defendiextstlieir answer on September 20, 2010, and thgepacommenced cle
discovery, which is currently on-going.

Taco Bell and the Company deny liability and intendvigorously defend against all claims in thisv$ait. However, in view of the inhere
uncertainties of litigation, the outcome of thiseaannot be predicted at this time. Likewise am®unt of any potential loss cannot be reaso!
estimated.

We are engaged in various other legal proceedingshave certain unresolved claims pending, thenalt liability for which, if any, cannot

determined at this time. However, based upon dtaign with legal counsel, we are of the opinidratt such proceedings and claims are
expected to have a material adverse effect, indallg or in the aggregate, on our consolidatedrfai@ condition or results of operations.
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N ote 20— Selected Quarterly Financial Data (Unaudited

2010
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Revenues

Company sale $ 1,99¢ $ 2,22( $ 2,49 $ 3,071 $ 9,787

Franchise and license fees and incc 34¢ 354 36€ 491 1,56(

Total revenue 2,34t 2,57¢ 2,86z 3,56z 11,34
Restaurant profi 34C 36€ 47¢ 47¢ 1,66:
Operating Profi(@) 364 421 544 44C 1,76¢
Net Income- YUM! Brands, Inc. 241 28¢€ 357 274 1,15¢
Basic earnings per common sh 0.51 0.61 0.7€ 0.5¢ 2.44
Diluted earnings per common shi 0.5C 0.5¢ 0.74 0.5€ 2.3¢€
Dividends declared per common sh 0.21 0.21 — 0.5C 0.92

2009
First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Revenues

Company sale $ 1,91¢ $ 2,152  $ 2,43z $ 2911 $ 9,41:

Franchise and license fees and incc 29¢ 324 34¢ 454 1,42¢

Total revenue 2,217 2,47¢ 2,77¢ 3,36¢ 10,83¢
Restaurant profi 30¢€ 324 42F 42z 1,47¢
Operating Profi(®) 351 394 47C 37t 1,59(
Net Income- YUM! Brands, Inc. 21¢ 30¢ 334 21¢ 1,071
Basic earnings per common sh 0.47 0.6E 0.71 0.4€ 2.2¢
Diluted earnings per common shi 0.4€ 0.62 0.6¢ 0.4t 2.22
Dividends declared per common sh — 0.3¢ — 0.4z 0.8C
(a) Includes net gains of $6 million and $2 millionthre second and third quarters of 2010, respectiaglg net losses of $66 million and !

million in the first and fourth quarters of 201@&spectively, related to the U.S. business transitiom measures and refranchis
international markets. See Note

(b) Includes net losses of $17 million, $3 million &2 million in the first, third and fourth quartes§2009, respectively, and a net gail

$60 million in the second quarter of 2009 relatedte consolidation of a former unconsolidatedliafé, charges related to the L
business transformation measures and an impairofi@nt international market. See Note
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Note 21 — Subsequent Event

Subsequent to the end of our fourth quarter, wédddcto place our Long John Silver's and A&W American Food Restaurants brands for
and began the process to identify a buyer. Infitsequarter of 2011, we anticipate that we wdtognize a non-cash pt&x impairment loss

Special Items as a result of our decision to sefle amount of the expected geex loss as well as the related tax impact willdependent upc
indications we receive as to potential sales pramed structures. We do not expect the eventdaltsahave a material impact to our ongc

earnings or cash flows.
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Management’s Responsibility for Financial Stateraent
To Our Shareholders:

We are responsible for the preparation, integnitgt fair presentation of the Consolidated FinanStatements, related notes and other informe
included in this annual report. The financial staénts were prepared in accordance with accouptiingiples generally accepted in the Uni
States of America and include certain amounts baped our estimates and assumptions, as requdéuer financial information presented in
annual report is derived from the financial statetae

We maintain a system of internal control over ficiah reporting, designed to provide reasonablerasee as to the reliability of the financ
statements, as well as to safeguard assets frootharzed use or disposition. The system is supgdy formal policies and procedures, incluc
an active Code of Conduct program intended to ensmployees adhere to the highest standards afrgdrand professional integrity. We he
conducted an evaluation of the effectiveness ofimternal control over financial reporting basedtbe framework ifnternal Control —Integrated
Frameworkissued by the Committee of Sponsoring Organizatainhe Treadway Commission. Based on our evaloatve concluded that o
internal control over financial reporting was effee as of December 25, 2010. Our internal audicfion monitors and reports on the adequac
and compliance with the internal control systemd appropriate actions are taken to address significontrol deficiencies and other opportuni
for improving the system as they are identified.

The Consolidated Financial Statements have beeiteduahd reported on by our independent auditoPVIKG LLP, who were given free access
all financial records and related data, includinigutes of the meetings of the Board of Directord &ommittees of the Board. We believe i
management representations made to the indepeadeitrs were valid and appropriate. Additionalhe effectiveness of our internal control o
financial reporting has been audited and reportedyoKkPMG LLP.

The Audit Committee of the Board of Directors, whis composed solely of outside directors, proviokrsight to our financial reporting proct
and our controls to safeguard assets through periméetings with our independent auditors, interaatlitors and management. Both
independent auditors and internal auditors hawedieess to the Audit Committee.

Although no coseffective internal control system will preclude attors and irregularities, we believe our contesdof December 25, 2010 provi
reasonable assurance that our assets are reaseafdgyarded.

Richard T. Carucci
Chief Financial Officer
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Item 9. Changes In and Disagreements with Accountants on Aounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company has evaluated the effectiveness afiebgyn and operation of its disclosure controls prmtedures pursuant to Rules I¥de) an
15d-15(e) under the Securities Exchange Act of 193dfdake end of the period covered by this reporas@&l on the evaluation, performed u
the supervision and with the participation of thenpanys management, including the Chairman, Chief Exeeu®fficer and President (t
“CEO”) and the Chief Financial Officer (the “CFOthe Company’s management, including the CEO an@®,Gfencluded that the Compasy’
disclosure controls and procedures were effectvaf éhe end of the period covered by this report.

Managemerns Report on Internal Control Over Financial Repayti

Our management is responsible for establishingraaititaining adequate internal control over finahcéporting, as such term is defined in Ri
13a415(f) under the Securities Exchange Act of 1934dér the supervision and with the participatioroof management, including our princi
executive officer and principal financial officeve conducted an evaluation of the effectivenegsuofnternal control over financial reporting ba
on the framework irinternal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatairthe Treadway Commissic
Based on our evaluation under the frameworlniarnal Control — Integrated Frameworlour management concluded that our internal cbotrer
financial reporting was effective as of DecemberZBL0.

KPMG LLP, an independent registered public accaunfirm, has audited the consolidated financialesteents included in this Annual Repori
Form 10-K and the effectiveness of our internaltadrover financial reporting and has issued theport, included herein.

Changes in Internal Control

There were no changes with respect to the Companyérnal control over financial reporting or ither factors that materially affected, or
reasonably likely to materially affect, internahtwl| over financial reporting during the quarteded December 25, 2010.

ltem 9B. Other Information.

None.
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PART Il
Item 10. Directors, Executive Officers and Corporate Governace.
Information regarding Section 16(a) compliance, Aluglit Committee and the Audit Committee finan@apert, the Compang’code of ethics ai
background of the directors appearing under thetiarap “Stock Ownership Information,” “Governance tiie Company,” Executive
Compensation” and “Item 1: Election of DirectorsdaDirector biographies” is incorporated by refeerirom the Companyg’ definitive prox
statement which will be filed with the SecuritiesleExchange Commission no later than 120 days Beember 25, 2010.
Information regarding executive officers of the Company isudeld in Part I.
Item 11. Executive Compensation
Information regarding executive and director congagion and the Compensation Committee appearingrutiie captions Governance of tf
Company” and “Executive Compensation” is incorpedaby reference from the Compasdefinitive proxy statement which will be filed thvithe
Securities and Exchange Commission no later th@ndag®s after December 25, 2010.
Item 12. Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters
Information regarding equity compensation plans sexlrity ownership of certain beneficial ownerd amanagement appearing under the cag
“Executive Compensation” and “Stock Ownership Infation” is incorporated by reference from the Conya definitive proxy statement whi
will be filed with the Securities and Exchange Coission no later than 120 days after December 25020
Item 13. Certain Relationships and Related Transactions, an®irector Independence.
Information regarding certain relationships andated transactions and information regarding direttdependence appearing under the ca
“Governance of the Company” is incorporated by nexiee from the Compang/definitive proxy statement which will be filed tvithe Securitie
and Exchange Commission no later than 120 daysBéeember 25, 2010.
Item 14. Principal Accountant Fees and Services
Information regarding principal accountant fees aadiices and audit committee @pproval policies and procedures appearing undecaiptiol

“ltem 2: Ratification of Independent Auditors”iiscorporated by reference from the Compargéfinitive proxy statement which will be filedth
the Securities and Exchange Commission no later 128 days after December 25, 2010.
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Item 15.

@

@)

)

®3)

PART IV

Exhibits and Financial Statement Schedules

Financial Statements: Consolidated farstatements filed as part of this report astetl under Part Il, Item 8 of this Form 10-
K.

Financial Statement Schedules: No schedules quéregl because either the required informatiorotspmesent or not present
amounts sufficient to require submission of theeslthe, or because the information required is oetlin the financii
statements or the related notes thereto filedmesteof this Form 1-K.

Exhibits: The exhibits listed in the accamping Index to Exhibits are filed as part of thierm 10K. The Index to Exhibi
specifically identifies each management contractomnpensatory plan required to be filed as an éxtatthis Form 1-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{dhe Securities Exchange Act of 1934, the regigthas duly caused this Form KGannua
report to be signed on its behalf by the undersigtieereunto duly authorized.

Date: February 14, 201

YUM! BRANDS, INC.

By:/s/ David C. Noval

Pursuant to the requirements of the Securities &xgé Act of 1934, this annual report has been digpedow by the following persons on behal
the registrant and in the capacities and on thesdatlicated.

Signature

/s/ David C. Noval

David C. Novak

/s/ Richard T. Caruct

Richard T. Carucc

/sl Ted F. Knop

Ted F. Knopf

/s/ David W. Dormat

David W. Dormar

/s/ Massimo Ferragan

Massimo Ferragamo

/s/ J. David Grissor

J. David Grisson

/s/ Bonnie G. Hill

Bonnie G. Hill

Chairman of the Board,
Chief Executive Officer and President
(principal executive officer)

Chief Financial Officer
(principal financial officer

Senior Vice President Finance and Corporate Cdetrol

(principal accounting officer)

Director

Director

Director

Director
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/s/ Robert Holland, J

Robert Holland, Jr.

/s/ Kenneth G. Langor

Kenneth G. Langon

/s/ Jonathan S. Line

Jonathan S. Linen

/s/ Thomas C. Nelsc

Thomas C. Nelson

/sl Thomas M. Rya

Thomas M. Ryal

/s/ Jin-Shyh S. St

Jing-Shyh S. Su

/s/ Robert D. Walte

Robert D. Walte

Director

Director

Director

Director

Director

Vice-Chairman of the Board

Director
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Exhibit
Number
3.1

3.2

4.1

YUM! Brands, Inc.
Exhibit Index
(Item 15)

Description of Exhibits

Restated Articles of Incorporation of YUM, which irscorporated herein by reference from Exhibit 1YUM’s Annua
Report on Form 1-K for the fiscal year ended December 27, 2(

Amended and restated Bylaws of YUM, which are ipooated herein by reference from Exhibit 3.1 onnfr@&-K filed on
November 23, 200¢

Indenture, dated as of May 1, 1998, between YUM &Rd Morgan Chase Bank, National Association, esgar in interest
The First National Bank of Chicago, which is incorted herein by reference from Exhibit 4.1 to Y$MReport on Form 8-
filed on May 13, 199¢

@

(ii)

(i)

(iv)

v)

(vi)

(Vi)

8.5% Senior Notes and 8.875% Senior Notes due Afjl 2011 issued under the foregoing May 1, :
indenture, which notes are incorporated by refexdnem Exhibit 4.1 to YUM’s Report on Formi8iled on
April 18, 2001.

7.70% Senior Notes due July 1, 2012 issued underfdhegoing May 1, 1998 indenture, which notes
incorporated by reference from Exhibit 4.1 to YUNRsport on Form 8-K filed on July 2, 2002.

6.25% Senior Notes due April 15, 2016 issued uriderforegoing May 1, 1998 indenture, which notes
incorporated by reference from Exhibit 4.2 to Y's Report on Form-K filed on April 17, 2006

6.25% Senior Notes due March 15, 2018 issued utideforegoing May 1, 1998 indenture, which notes
incorporated by reference from Exhibit 4.2 to Y's Report on Form-K filed on October 22, 200°

6.875% Senior Notes due November 15, 2037 issuddruhe foregoing May 1, 1998 indenture, which ace
incorporated by reference from Exhibit 4.3 to Y's Report on Form-K filed on October 22, 200°

4.25% Senior Notes due September 15, 2015 issudet time foregoing May 1, 1998 indenture, which sae
incorporated by reference from Exhibit 4.1 to Y's Report on Form-K filed on August 25, 200¢

5.30% Senior Notes due September 15, 2019 issuget time foregoing May 1, 1998 indenture, which aas
incorporated by reference from Exhibit 4.1 to YUNRsport on Form 8-K filed on August 25, 2009.
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10.1 +

10.2

10.37

10.3.1t

10.4%

10.5%

10.67

10.6.1t

10.7%

10.7.1t

(viii) 3.875% Senior Notes due November 1, 2020 issuedrihd foregoing May 1, 1998 indenture, which neate
incorporated by reference from Exhibit 4.2 to YUNReport on Form 8-K filed on August 31, 2010.

Master Distribution Agreement betweenfigdi Foodservice Purchasing ©p; LLC, for and on behalf of itself as well as

Participants, as defined therein (including ceraibsidiaries of Yum! Brands, Inc.) and McLane Fsmgice, Inc., effective
of January 1, 2011 and Participant Distributionnder Agreement between Unified Foodservice Puroga€ioop, LLC,
McLane Foodservice, Inc., and certain subsidiaoie¥um! Brands, Inc., which are incorporated herbinreference froi
Exhibit 10.1 to YUN's Quarterly Report on Form -Q for the quarter ended September 4, 2

Amended and Restated Credit Agreement, dated Nose8) 2007 among YUM, the lenders party therd®oMbrgan Chas
Bank, N.A., as Administrative Agent, J.P. Morgarc@&ies Inc. and Citigroup Global Markets Inc., lasad Arrangers at
Bookrunners and Citibank N.A., as Syndication Agevttich is incorporated herein by reference fronhii 10.6 to YUM’s
Annual Report on Form -K for the fiscal year ended December 29, 2(

YUM Director Deferred Compensation Plan, as effectDctober 7, 1997, which is incorporated hereinrdference fror
Exhibit 10.7 to YUN's Annual Report on Form -K for the fiscal year ended December 27, 1¢

YUM Director Deferred Compensation Plan, Plan Doeaninfor the 409A Program, as effective January Q52 and &
Amended through November 14, 2008, which is incaafea by reference from Exhibit 10.7.1 to YUVQuarterly Report ¢
Form 1(-Q for the quarter ended June 13, 2(

YUM 1997 Long Term Incentive Plan, as effective @yar 7, 1997, which is incorporated herein by egiee from Exhib
10.8 to YUNV's Annual Report on Form -K for the fiscal year ended December 27, 1¢

YUM Executive Incentive Compensation Plan, as é¢ffecMay 20, 2004, and as Amended through the SEéonendment, ¢
effective May 21, 2009, which is incorporated herby reference from Exhibit A of YUM' Definitive Proxy Statement
Form DEF 14A for the Annual Meeting of Shareholdeetd on May 21, 200¢

YUM Executive Income Deferral Program, as effectbetober 7, 1997, and as amended through May 182,20hich i
incorporated herein by reference from Exhibit 10td0YUM’s Annual Report on Form 1R-for the fiscal year end:
December 31, 200!

YUMI! Brands Executive Income Deferral Program, Pmcument for the 409A Program, as effective Jan@a005, and :
Amended through June 30, 2009, which is incorpdratereference from Exhibit 10.10.1 to YUMQuarterly Report on Fol
10-Q for the quarter ended June 13, 2(

YUM Pension Equalization Plan, as effective Octobet997, which is incorporated herein by referefnoen Exhibit 10.14 t
YUM’s Annual Report on Form -K for the fiscal year ended December 27, 1¢

YUM! Brands, Inc. Pension Equalization Plan, PlaocDment for the 409A Program, as effective Jandarg005, and

Amended through December 30, 2008, which is inaaead by reference from Exhibit 10.13.1 to YWMQuarterly Report ¢
Form 1(-Q for the quarter ended June 13, 2(
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10.8t

10.9%

10.9.1t

10.10t

10.11

10.12t

10.13t

10.14t

10.15t

10.16t

10.17t

10.18t

10.19

Form of Directors’ Indemnification Agreemewhich is incorporated herein by reference fiexhibit 10.17 to YUM5S Annua
Report on Form 1-K for the fiscal year ended December 27, 1¢

Amended and restated form of Severance Agreemerthé event of a change in control), which is ipcsated herein t
reference from Exhibit 10.17 to YU's Annual Report on Form -K for the fiscal year ended December 30, 2(

YUMI! Brands, Inc. 409A Addendum to Amended andatsd form of Severance Agreement, as effective Dbee 31, 200t
which is incorporated by reference from Exhibit1I01 to YUM's Quarterly Report on Form ID{or the quarter ended Jt
13, 2009

YUM Long Term Incentive Plan, as Amended through Fourth Amendment, as effective November 21, 20@8ch is
incorporated by reference from Exhibit 10.18 to Y’s Quarterly Report on Form -Q for the quarter ended June 13, 2(

Amended and Restated YUM Purchasing-op Agreement, dated as of August 26, 2002, betwégl and the Unifiel
FoodService Purchasing Co-op, LLC, which is incogped herein by reference from Exhibit 10.20 to YWMnnual Repo
on Form 1+-K for the fiscal year ended December 28, 2(

YUM Restaurant General Manager Stock Option Plargfective April 1, 1999, and as amended througte 23, 2003, whic
is incorporated herein by reference from Exhibit220to YUM’s Annual Report on Form 10-for the fiscal year end:
December 31, 200!

YUM SharePower Plan, as effective October 7, 188d, as amended through June 23, 2003, which ispocated herein
reference from Exhibit 10.23 to YU's Annual Report on Form -K for the fiscal year ended December 31, 2(

Form of YUM Director Stock Option Award Agreementhich is incorporated herein by reference from Bkhi10.25 t¢
YUM'’s Quarterly Report on Form -Q for the quarter ended September 4, 2

Form of YUM 1999 Long Term Incentive Plan Award Agment, which is incorporated herein by referenme fExhibit 10.2!
to YUM’s Quarterly Report on Form -Q for the quarter ended September 4, 2

YUMI! Brands, Inc. International Retirement Plan,im®ffect January 1, 2005, which is incorporatedein by reference fro
Exhibit 10.27 to YUN's Annual Report on Form -K for the fiscal year ended December 25, 2(

Letter of Understanding, dated July 13, 2004, bg baetween the Company and Samuel Su, which is pocated herein t
reference from Exhibit 10.28 to YU's Annual Report on Form -K for the fiscal year ended December 25, 2(

Form of 1999 Long Term Incentive Plan Award AgreamgStock Appreciation Rights) which is incorporhtey referenc
from Exhibit 99.1 to YUN's Report on Form-K as filed on January 30, 20C

Amended and Restated Credit Agreement, dated Nose@th 2007, among YUM, the lenders party ther€itgroup Globa
Markets Ltd. and J.P. Morgan Securities Inc., asdL&rrangers and Bookrunners, and Citigroup Intéonal Plc and Citiban
N.A., Canadian Branch, as Facility Agents, whichnisorporated herein by reference from Exhibit 00t8 YUM’'s Annua
Report on Form 1-K for the fiscal year ended December 29, 2(
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10.20t

10.20.1%

10.21t

10.21.1%

10.22t

10.23

10.24t

10.25t

10.26t

10.27t

12.1
211
23.1

311

Severance Agreement (in the event of change irr@drior Emil Brolick, dated as of February 15, 20@vhich is incorporate
herein by reference herein from Exhibit 10.31 toM'8l Annual Report on Form 18-for the fiscal year ended December
2006.

YUM! Brands 409A Addendum to Severance Agreememt Emil Brolick, as effective December 31, 2008, ehiis
incorporated by reference from Exhibit 10.31.1 t0M’s Quarterly Report on Form -Q for the quarter ended June 13, 2(

YUMI! Brands Leadership Retirement Plan, as in éffiemuary 1, 2005, which is incorporated hereimdfgrence from Exhik
10.32 to YUN's Quarterly Report on Form -Q for the quarter ended March 24, 20

YUM! Brands Leadership Retirement Plan, Plan Docotrfer the 409A Program, as effective January 10520and a
Amended through December, 2009, which is incorgardly reference from Exhibit 10.21.1 to YUsAnnual Report on For
10-K for the fiscal year ended December 26, 2(

1999 Long Term Incentive Plan Award (Restrictedcgtonit Agreement) by and between the Company aaddC. Novak
dated as of January 24, 2008, which is incorporb&gdin by reference from Exhibit 10.33 to YWAnnual Report on For
10-K for the fiscal year ended December 29, 2(

Credit Agreement, dated July 11, 2008, among YUMd d@he lenders party thereto, JPMorgan Chase BBk, as
Administrative Agent, J.P. Morgan Securities Ins. leead Arranger and Sole Bookrunner and Bank of WoagN.A., a

Syndication Agent, which is incorporated by refeeifirom Exhibit 10.34 to YUM’s Quarterly Report &orm 10Q for the
quarter ended June 14, 20

YUM! Performance Share Plan, as effective Januag009, which is incorporated by reference fromiBixt0.24 to YUNV's
Annual Report on Form -K for the fiscal year ended December 26, 2(

YUM! Brands Third Country National Retirement Plas, effective January 1, 2009, which is incorpatdtg reference fro
Exhibit 10.25 to YUN's Annual Report on Form -K for the fiscal year ended December 26, 2(

2010 YUM! Brands Supplemental Long Term Disabili§overage Summary, as effective January 1, 2010¢chwihe
incorporated by reference from Exhibit 10.26 to YYMnnual Report on Form 1K-for the fiscal year ended December
20009.

1999 Long Term Incentive Plan Award (Restrictedc8tonit Agreement) by and between the Company amgtShyh S. St
dated as of May 20, 2010, as filed herewith.

Computation of ratio of earnings to fixed charg
Active Subsidiaries of YUM
Consent of KPMG LLP

Certification of the Chairman, Chief ExeeatOfficer and President pursuant to Rule 13%a) of Securities Exchange Act
1934, as adopted pursuant to Section 302 of tHeaBa-Oxley Act of 2002
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31.2

32.1

32.2

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

*

Certification of the Chief Financial Officpursuant to Rule 13&4(a) of Securities Exchange Act of 1934, as adbptesuar
to Section 302 of the Sarba-Oxley Act of 2002

Certification of the Chairman, Chief Executive @i and President pursuant to 18 U.S.C. Sectiof,ls85adopted pursuan
Section 906 of the Sarbar-Oxley Act of 2002

Certification of the Chief Financial Officer pursuato 18 U.S.C. Section 1350, as adopted pursuai@ection 906 of tt
Sarbane-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Label Linkbase Docum
XBRL Taxonomy Extension Presentation Linkbase Doent
XBRL Taxonomy Extension Definition Linkbase Docurh

In accordance with Regulation S-T, the XBRL-tethinformation in Exhibit 101 to this Annual Repon this Form 10-K shall be
deemed to be “furnished” and not “filed.”

Confidential treatment has been granted foragegortions which are omitted in the copy of tiaibit electronically filed with the
SEC. The omitted information has been filed sepiratith the SEC pursuant to our application fonfadential treatment

Indicates a management contract or compensatony
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1999 LONG TERM INCENTIVE PLAN AWARD FOR MAY 20, 201 0
RESTRICTED STOCK UNIT AGREEMENT

AGREEMENT made as of May 20, 2010, by and betwe&fMY Brands, Inc., a North Carolina corporation hayits principal office ¢
1441 Gardiner Lane, Louisville, Kentucky 40213 (M!") and Mr. Jing-Shyh S. Su (the "Participant”).

WITNESSETH:

WHEREAS, the shareholders of YUM! approved the Ldegm Incentive Plan (the "Plan"), for the purpoaed subject to the provisic
set forth in the Plan;

WHEREAS, pursuant to authority granted to it inds&lan, the Compensation Committee of the Boardioéctors of YUM! (the
"Committee"), has granted to the Participant retgd stock units (to be known hereinafter as “YuestRcted Stock Units” or “Units” or “YRSU3
as set forth below;

WHEREAS, YRSUs granted under the Plan are to b#eegied by an Agreement in such form and contaisirgp terms and conditions
the Committee shall determine; and

WHEREAS, in consideration of this Award and theeipt of confidential information and specializediting as described in paragr:
22, the Participant is required to agree to re#trnis on competition and solicitation as set fantthis Agreement;

NOW, THEREFORE, it is mutually agreed as follows:

1. Terms of Award The following terms used in this Agreement shalle the meanings set forth in this paragraph 1:

(@) The“Participan” is Jin¢-Shyh S. Su
(b) The“Grant Dat” is May 20, 2010
(c) The number of “Units” granted under this Agment is 171,448 Units. Each “Uni€presents the right to receive one share of Ste

of the Delivery Date, to the extent that the Pgént is vested in such Units as of the DeliveryteDaubject to the terms of t
Agreement and the Pla

(d) The “Delivery Date’shall be the first day of the calendar month t#ibfvs the day that is twelve (12) months after dage on whic
the Participant incurs a Separation from Serviceyiped that if the Participarst’'Separation from Service occurs by reason of éégh
the“Delivery Dat¢’ will be his date of deatl

Other words and phrases used in this Agreemerttedieed in the Plan or elsewhere in this Agreeméhcept where the context clearly implie:
indicates the contrary, a word, term, or phrase is¢he Plan is similarly used in this Agreement.




2. Award. The Participant is hereby granted the numbéirofs set forth in paragraph 1.

3. Dividends and Voting Rights The Participant will be credited with additioridnits to reflect cash dividends payable with respe Stock durin
the period between the Grant Date and the dateslaae delivered to the Participant pursuant tagraph 5. The number of Units to be credite
reason of dividends shall equal the number of shafeStock which could be purchased with the dindte (assuming each Unit was a shai
Stock), based on the market value of such Stottkeatime such dividends are paid. Units crediteddfvidends shall be vested at the time, if at
which the Units granted in accordance with pardgramf this Agreement are vested. No dividendsdl sieacredited to or for the benefit of -
Participant for Units with respect to record dadesurring prior to the Grant Date, or with respictecord dates occurring on or after the da
any, on which the Participant has forfeited thosetdJor those Units are otherwise cancelled. Taei¢?pant shall not be a shareholder of re
with respect to the Units and shall have no votights with respect to the Units prior to the Deliy Date.

4. Vesting and Forfeiture If a Separation from Service does not occurrgodhe fiveyear anniversary of the Grant Date, then the Rpatit shal
become vested in all Units credited to the Parictpunder this Agreement on such figear anniversary, subject to the provisions of giaphs !
and 9. If a Change in Control occurs prior tofikie-year anniversary of the Grant Date and priothie Participans Separation from Service, tt
the Participant shall become vested in all Uni&lited to the Participant under this Agreementh@nGhange in Control, subject to the provisior
paragraphs 8 and 9. If the Participant’s Separdtiom Service occurs prior to the fiyear anniversary by reason of death or disabittign
subject to the provisions of paragraphs 8 and®Ptrticipant or, in the case of the Participad€ath, the Participarst’beneficiary, shall be ves
in:

(a) the Units granted and Units credited to the Paict under this Agreement, multiplied

(b) (x) the number of days of the Participargmployment during the period commencing on thenGbate and ending on the last da
the month preceding the date of death or disaldiitided by (y) the number of days in the five ypariod beginning on the Grant Dz

and the remaining Units granted and credited utliisrAgreement shall be forfeited as of the dat¢hefdeath or disability. If the Participant’
Separation from Service occurs for reasons otter tleath or disability prior to the fiweear anniversary of the Grant Date and prior tdhar@e il
Control, the Participant shall forfeit all Units &eparation from Service. "Disability" shall mahe total disability of the Participant as deteret
by the Committee, upon the basis of such evideackeaCommittee deems necessary and advisable.




5. Delivery of Shares If the Participant is vested in the Units agtef Separation from Service, and prior to delivefyhe shares in accordat
with this paragraph 5, such Units have not beefeited or cancelled in accordance with paragraph ® then, on the Delivery Date, the Partici|
shall receive one share of Stock for each Unititeddio the Participant, subject to the terms @ #hgreement and the Plan. As of the dal
distribution of Shares with respect to any UnitsslsUnits shall be canceled.

6. Withholding. All deliveries and distributions under this Agneent are subject to withholding of all applicaldges. At the election of t
Participant, and subject to such rules and linutetias may be established by the Committee from tintime, such withholding obligations may
satisfied through the surrender of shares of S(gakhich the Participant already owns; or (ii)wdnich the Participant is otherwise entitled ur
the Plan; provided, however, that shares describatiis clause (i) may be used to satisfy not mtiven the minimum statutory withholdi
obligation (based on minimum statutory withholdirsdes for Federal and state tax purposes, inclugigoll taxes, that are applicable to <
taxable income).

7. Heirs and SuccessarsThis Agreement shall be binding upon and inoréhe benefit of any assignee or successor indstéo YUM!, whethe
by merger, consolidation or the sale of all or saigally all of the assets of YUM!. YUM! will ragre any successor (whether direct or indirec
purchase, merger, consolidation or otherwise) t@mkubstantially all of the business and/or asaétYUM! to expressly assume and agre
perform this Agreement in the same manner and eosdme extent that YUM! would be required to perfaf no such succession had ta
place. This Agreement shall be binding upon andero the benefit of the Participant or his or legal representative and any person to whor
YRSUs may be transferred by will or the applicalde/s of descent and distribution. If any rightseeisable by the Participant or bene
distributable to the Participant under this Agreetrteave not been exercised or distributed, resgegtiat the time of the Participaatteath, suc
rights shall be exercisable by the Designated Beiae§, and such benefits shall be distributechis Designated Beneficiary, in accordance witt
provisions of this Agreement and the Plan. ThesiDeated Beneficiary5hall be the beneficiary or beneficiaries desighéte the Participant in
writing filed with the Committee in such form antl such time as the Committee shall require. Ifegedised Participant fails to designa
beneficiary, or if the Designated Beneficiary daes survive the Participant, any rights that woliddre been exercisable by the Participant an
benefits distributable to the Participant shalleercised by or distributed to the legal repredamtaf the estate of the Participant. If a deee
Participant designates a beneficiary and the DaséghBeneficiary survives the Participant but diefore the Designated Beneficiagyéxercise (
all rights under this Agreement or before the catgdistribution of benefits to the Designated Biersy under this Agreement, then any ric
that would have been exercisable by the DesignBesteficiary shall be exercised by the legal repregave of the estate of the Design:
Beneficiary, and any benefits distributable to Bresignated Beneficiary shall be distributed toldwal representative of the estate of the Desigl
Beneficiary.




8. NonCompete and Noolicitation . In consideration of the Confidential Informatiand specialized training provided to the Partiotpa:
described in paragraph 22 below, the Units awatds@under and other good and sufficient considergprovided to the Participant by t
Agreement:

(@) During the period beginning on the Separation f@envice and continuing until the date eighteen (h8hths after the Separation fr
Service, and regardless of whether the Participg®€paration from Service occurs before, at, ar dfte fiveyear anniversary of tl
Grant Date, the Participant covenants and agrekslass:

(i) The Participant shall not, without the prioritten consent of the Chairman of the Compensafiommittee of YUM!, directly c
indirectly Manage the business in:

(A) the United States,
(B) China,

(C) Taiwan, or

(D) Thailand

of, or Own, McDonald’s Corporation or any subsigliar successor company of McDonald’s Corporation.




(i) The Participant shall not, without the prior writtennsent of the Chairman of the Compensation Commife¢UM!, directly ot
indirectly Manage the business in:

(A) China,
(B) Taiwan, or
(C) Thailand

of, or Own, any other entity that (x) operates €dily or indirectly through affiliates, franchisedigensees or other entities) gt
service restaurants or casual dining restaurantsotir types of restaurants in such country thatimreompetition with YUM!, an
Subsidiary or any of YUM!'s or any Subsidiasyfranchisees or licensees in such country anddggrated (including revenue of s
entity and its affiliates, franchisees and lices$erore than $100,000,000 of gross revenue (ofatt@@gn currency equivalent there
from such operation in such country for the fisgahr of such other entity immediately preceding tiee that the Participant is
Managing or Owning.

(i) The Participant shall not, without the priawritten consent of the Chairman of the Compensafommittee of YUM!, directly ¢
indirectly Manage the business in the United Stafesr Own, (A) any of the following entities onyasubsidiary or successor comp
of any of the following entities:

(1) Wendy's Corporation,
(2) Burger King Corporation,
(3) AFC Enterprises, Inc.,
(4) Subway Restaurants,
(5) Domino’s Pizza, or

(6) Little Caesar’s Pizza, or

(B) any other entity that (x) operates (directlyindirectly through affiliates, franchisees, liceas or other entities) quick sen
restaurants in the United States that are in cdtigrewith YUM!, any Subsidiary or any of YUM!'s aany Subsidiang franchisees !
licensees in the United States and (y) generatetuifiing revenue of such entity and its affiliateanchisees and licensees) more
$100,000,000 of gross revenue from such operatiaghe United States for the fiscal year of sucleo#ntity immediately preceding 1
time that the Participant is so Managing or Ownfegch of such entities, together with the entiteferred to in clause (ii) precedi
and McDonald’s Corporation, a “Specified Competitor




(b)

For purposes of this subparagraph (a), “Mandgebusiness of an entity shall mean: (A) direotlyndirectly engage in, or participi
in, the management of the business of such ertityafy of its subsidiaries engaging in such busihasany material respect; or |
directly or indirectly provide input, advice, guitze, or suggestions in any material respect regaiilie business of such entity (or
of its subsidiaries engaging in such businesshymmae responsible for management of such busia@sks;Own”an entity shall mea
own any equity interest in such entity providedwkwer, nothing herein shall restrict the Particigaom owning less than five perci
(5%) of the publicly traded stock of an enti

(iv) The Participant shall not directly or inditlcsolicit or encourage any employee of YUM! oyaBubsidiary who was an emplo
of YUM! or a Subsidiary as of the time of such siéition or encouragement to leave YUM! or such<gdiary to accept any positi
with a Specified Competitor (or any of its affike.

(v) The Participant shall not directly or indirgctontact any franchisee or vendor that is a fnisee or vendor of YUM! or
Subsidiary at the time of such contact for the pagoof soliciting or encouraging such franchiseeesrdor to alter its relationship w
YUM! or such Subsidiary in any way that would berade to YUM! or any Subsidiar

If, prior to the Delivery Date, the Participant Nites any of the provisions of this paragraph 8,Rarticipant shall forfeit all YRSUs &
the right to distribution of shares (or other amsyiin settlement of those YRSUSs. If, after theily Date and prior to the d:
eighteen (18) months after the Separation fromiSerthe Participant violates any of the provisiofishis paragraph 8, the Particip
shall either (x) promptly return to YUM! all sharesStock he has previously received under thise&grent (and all securities recei
as a dividend or distribution on such shares), setirn to be effected by means of duly endorsedkstertificates and such otl
actions and documents as YUM! may reasonably redireshich case such shares (and such securéfed) cease to be outstandit
without any payment to the Participant therefor(yr promptly pay to YUM! an amount equal to (A) thember of such shai
(appropriately adjusted for any stock split or &tdevidend) times (B) the closing price of the Stamn the New York Stock Exchar
on the business day preceding the date of payrplrg &namount equal to the number of such securities titneshen current mark
price thereof)




(©

(d)

The Participant acknowledges that the businesdUilYand its Subsidiaries is highly competitive, tii@e Participant has been and
be provided with, and has and will have accessighly valuable information of YUM! and its Subsagies and YUM! would k
irreparably injured by a violation of this paragna®. The Participant agrees that YUM!, in addittorany other remedies available
YUM! for such breach or threatened breach, shabitéled to a preliminary injunction, temporangtmining order, or other equival
relief, restraining the Participant from any actaathreatened breach of this paragraph 8. Ifradbs required to be posted in order
YUMI! to secure an injunction or other equitable egly, the parties agree that said bond need notbe than a nominal sur

The restrictions imposed by this paragraph 8 $ielh addition to the restrictions imposed by sabsa 6.5 of the Plar

9. Misconduct and Repayment upon Restatement.

@)

(b)

In the event the Committee determines that theidjzaht has (i) breached this Agreement or any rotoatract with or violated al
fiduciary obligation to the Company, or (ii) engdga any conduct which is injurious to the Compatign the Committee may can
all of the Participant's outstanding YRSUs (whethested or unvestec

The Committee shall cancel all of the Partici|' s outstanding YRSUs (whether vested or unvestetieife is a material restatemen
the Companys financial statements for any fiscal year (or offezal period) ending after the Grant Date argréstatement was cau
by the Participans misconduct. The Committee may cancel, rescindpend, withhold or otherwise limit or restrict af the
Participant’s outstanding YRSUs (whether vestedirorested) if there is a material restatement ofGbenpany$ financial statemer
for any fiscal year (or other fiscal period) endiafier the Grant Date that is completely or pdstigbused by misconduct by
executive officer of the Company, and the Participaould unfairly profit if the cancellation, ression, suspension, withholding,
limitation did not occur, as determined by the Cattes; provided that the Committeehotification of the rescission or other s
action is made no later than one year after thtatex$ financial statements are isst




(©

(d)

@)
)

If there is a material restatement of the Com/'s financial statements for any fiscal year (or ofieeal period) ending after the Gr.
Date and the restatement was caused by the Parti@pnisconduct, and shares of Stock have been detiverthe Participant pursu
to this Agreement, then the Committee shall ressinth shares (and all securities received as detidi or distribution on such shar
provided that the rescission shall be effectivey aghthe Committee notifies the Participant of tlescission no later than one year ¢
the restated financial statements are issuedherevtent of any such rescission, the Participaait sfther (x) promptly return to YUN
all such shares (and all such securities), suched be effected by means of duly endorsed stecfificates and such other actions
documents as YUM! may reasonably request (in whade such shares (and such securities) shall teaseoutstanding), without a
payment to the Participant therefor or (y) promgiby to YUM! an amount equal to (A) the number otls shares (appropriati
adjusted for any stock split or stock dividend)ds1(B) the closing price of the Stock on the NewKyStock Exchange on the busin
day preceding the date of payment (plus an amogungleto the number of such securities times then therrent market pric
thereof). The Company shall be entitled toafétagainst the amount due from the Participant@ampunt owed to the Participant by
Company.

If there is a material restatement of the Com/'s financial statements for any fiscal year (or ofiseal period) ending after the Gr.
Date that is completely or partially caused by mimtuct by an executive officer of the Company, ahdres of Stock have be
delivered to the Participant pursuant to this Agrest, then the Committee may rescind any such stfarel all securities received ¢
dividend or distribution on such shares), if them@aittee concludes that the rescission is necedsaprevent the Participant frc
unfairly benefiting from issuance of the sharesyjated that the rescission under this subparagf@dpshall be effective only if all of tl
following apply:

The Committee notifies the Participant of the resioin no later than one year after the restateshfiial statements are issu
The Committee reasonably determines that, prighéotime such shares were issued to the Particifan®Participant both (i) knew

should have known of the inaccuracy of the finanstatements that were restated, and (ii) knewhaukl have known that t
inaccuracy was caused by miscond

In the event of any such rescission, the Parti¢iphall either (x) promptly return to YUM! all sueiares (and all such securities), such returre
effected by means of duly endorsed stock certéEand such other actions and documents as YUM!rawgonably request (in which case ¢
shares (and such securities) shall cease to btandisg), without any payment to the Participamtréfor or (y) promptly pay to YUM! an amol
equal to (A) the number of such shares (appropyiajusted for any stock split or stock dividetities (B) the closing price of the Stock on
New York Stock Exchange on the business day pregetie date of payment (plus an amount equal totineber of such securities times the
current market price thereof). The Company shallebtitled to sebff against the amount due from the Participant amount owed to tt
Participant by the Company.




(e)

()

(@)

This Agreement is a voluntary agreement, and thriciRant acknowledges that he has chosen to sigoluntarily. The Participa
acknowledges and understands that YRSUs providddruhis Agreement and all shares issued to thigcRant under this Agreeme
are provided as an advance that is contingent erCtimpanys financial statements not being subject to a riztestatement. As
condition of this Agreement, the Participant spealfy agrees that the Committee may cancel, reésanspend, withhold or otherw
limit or restrict the YRSUs and the shares of Stixdued in respect thereof due to a material st of the Compang’financia
statements, as provided in this paragraph 9 inctudll subparagraphs (a) through (g). In the etreattshares of Stock have been is:
to the Participant pursuant to this Agreement &edGommittee determines that the Participant neistm shares or pay an amour
the Company as a result of the Commitsegancellation, rescission, suspension, withholdingther limitation or restriction of shar
the Participant agrees, as a condition of beingdedisuch YRSUs, to make such return or payn

The Board may reduce the amount to be recouped tineldoregoing provisions of this paragraph 9 dase such factors as the Bo
determines to be relevant. Such factors may imcluwdthout limitation, the extent to which gaindstermined to be attributable
events prior to the restated year (or other periadyl whether the Participant continued to holdStexk under this Agreement durin
period in which the value of the Stock declin

For purpose of this paragraph 9, (i) the t¢misconduc” means fraudulent or illegal conduct or omissiort th&nowing or intentione
and (ii) no conduct or omission shall be deemedtking” by the Participant unless done, or omitted to beeddby the Participant r
in good faith and without reasonable belief that Brarticipar’s action or omission was in the best interest eGbmpany

10. Administration. The authority to manage and control the opemagiod administration of this Agreement shall betagisn the Committee, a
the Committee shall have all powers with respechi® Agreement as it has with respect to the Pkamy interpretation of this Agreement by
Committee and any decision made by it with respethis Agreement is final and binding on all perso

11. Plan Governs Notwithstanding anything in this Agreement te ttontrary, the terms of this Agreement shall bgest to the terms of the Pl
a copy of which may be obtained by the Particigeorn the office of the Secretary of YUM!; and thAgreement is subject to all interpretatic
amendments, rules and regulations promulgatedéZ dmmittee from time to time pursuant to the Plan.

12. Fractional Sharesin lieu of issuing a fraction of a share of $toesulting from an adjustment of the Award purduarparagraph 4.2(f) of tl
Plan or otherwise, YUM! will be entitled to payttee Participant an amount equal to the fair mavkéie of such fractional share.




13. Not An Employment Contract The Award will not confer on the Participant amght with respect to continuance of employmeniwtrel
service with YUM! or any Subsidiary, nor will itterfere in any way with any right YUM! or any Sudbisiry would otherwise have to terminate
modify the terms of such Participant’'s employmemdther service at any time.

14. Notices Any written notices provided for in this Agreemi®r the Plan shall be in writing and shall berded sufficiently given if either ha
delivered or if sent by fax or overnight courier by postage paid first class mail. Notices sentail shall be deemed received three business
after mailing but in no event later than the dédtaatual receipt. Notices shall be directed, ithe Participant, at the Participatiddress indicat
by the records of YUM!, or if to YUM!, at the priipal executive office of YUML.

15. No Rights As ShareholderThe Participant shall not have any rights oharsholder with respect to the shares subjectecAthard, until
stock certificate has been duly issued as provinedin.

16. Amendment This Agreement may be amended in accordance ti@hprovisions of the Plan, and may otherwise ineraded by writte
agreement of the Participant and YUM! without tbasent of any other person.

17. Rights to Future Grants; Compliance with LaBy entering into this Agreement, the Participacknowledges and agrees that the awar
acceptance of YRSUs pursuant to this Agreement doesentitle the Participant to future grants afcktoptions or other awards under the Ple
any other plan. The Participant further agreesetek all necessary approval under, make all regjumotifications under and comply with all la
rules and regulations applicable to the ownershipRSUs, including, without limitation, currency éexchange laws, rules and regulations.

18. Governing Law; Submission to JurisdictioThis Agreement shall be governed by and condtmeaccordance with the laws of the Stat
North Carolina. Each party to this Agreement (@)eby agrees that any litigation, suit, proceedargther legal action (each,"Proceeding”)in
connection with or relating to this Agreement oy amatters described or contemplated herein shatixotusively conducted (excepting any rel;
appellate Proceedings) in a court of competensgiistion located in Wake County, North Carolinaetiter a state or federal court; (b) will con:
and submit to personal jurisdiction in any suchrtdescribed in clause (a) and to service of pmog®n it in accordance with the rules and sta
governing service of process; (c) waives to théestlextent permitted by law any objection thahéy now or hereafter have to the venue of
Proceeding in any such court or that such Procgedes brought in an inconvenient forum, (d) desigsaappoints and directs CT Corpora
System as his or its authorized agent to receiviei®or its behalf service of any and all process$ documents in any Proceeding in Wake Col
North Carolina; (e) agrees to notify the other paot this Agreement immediately if such agent shefiise to act, or be prevented from actiny
agent and, in such event, promptly to designat¢henagent in Wake

10




County, North Carolina, satisfactory to YUM! anatRarticipant, to serve in place of such agentdatider to the other party written evidence
such substitute agestacceptance of such designation; (f) agrees adtamative method of service to service of prodasany Proceeding |
delivering copies thereof by receipted mail or nreeger service to such party at his contact addiedbe case of the Participant) or its princ
office (in the case of YUM!); (g) agrees that amyvice made as provided herein shall be effectivé l@inding service in every respect; anc
agrees that nothing herein shall affect the righisither party to effect service of process in ather manner permitted by law.

19. Agreement by ParticipantAs a condition of receiving this Award, the Rapant must sign and return a copy of this Agreente Laur:
Warren not later than June 3, 2010. Failure tornea signed copy by that deadline will cause thewl to expire, and the Participant shall hav
rights under this Agreement.

20. Separation from ServiceFor purposes of this Agreement, the term “Sdjmardrom Serviceshall mean the earlier to occur of: (a) the dat
which the Participant incurs a separation from isenas that term is defined in Code 8409A, inclgdihe regulations and other guida
thereunder; and (b) the date on which the Compangirfy entity that is a successor to the Compaeg}e&s to own at least a fifty percent votin
profits interest in the entity that employs thetiegrant.

21. Severability If any provision of this Agreement shall be hildalid, illegal or unenforceable, the validitgglality or enforceability of the otF
provisions hereof shall not be affected thereby #rere shall be deemed substituted for the prwisit issue a valid, legal and enforce
provision as similar as possible to the provisibissue.

22. Confidential Information; Specialized Traininda) The Participant hereby acknowledges thathtadl receive, and has received prior to the
hereof, special training and knowledge from YUMUats Subsidiaries and acknowledges that includethé special knowledge received is,
will be, proprietary and confidential informatioelating to marketing, supply, development and othesiness activities and plans (tf@ohfidentia
Information”). The Participant further acknowledges that this @anftial Information is valuable to YUM! and its Issidiaries and, therefore,
protection and maintenance constitutes a legitirmgrest to be protected by YUM! and its Subsidmiby the covenants set forth in paragra
above, and shall constitute sufficient consideratmsupport the restrictive covenants containguhiragraph 8.

(b) The Participant agrees to keep confidential motddisclose the Confidential Information. ThetRgant shall use the Confidential Informat
only in connection with his employment with a Sulisiy; provided that the Participant shall be albovio disclose the Confidential Informatiot
the extent that such disclosure (i) has been céedeo by the Chairman of the Compensation Committe YUM!, or (ii) is required by lav
regulation, judicial or governmental order, submoen other legal process or is requested or redjliyeany governmental authority or regula
agency.
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(c) The Participant hereby agrees and acknowletlggshis obligations to maintain the confidentialdf and to not misuse the Confiden
Information are in addition to, and not in abrogatiof, any of his other obligations that he hagptotect and maintain the confidential
proprietary information of YUM! and its Subsidiasie

23. Intention to Reform Restrictive Provisions #dRiired. The parties to this Agreement agree that thédiions contained in paragraph 8 ak
with respect to geographic area, duration and safpactivity are reasonable. However, if any cosimall determine for any reason that
geographic area, duration or scope of activity rof eestriction set forth in paragraph 8 is unendatde, it is the intention of the parties that ¢
restrictive covenant set forth in paragraph 8 shatlbe terminated but shall be deemed amenddtttextent required to render it valid.

[Signature page to follow]
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IN WITNESS WHEREOF, the Participant has executésl Algreement, and YUM! has caused these preseiis éxecuted in its name
and on its behalf, all as of the Grant Date.

Participant

Name: Jin-Shyh S. Su

YUM! Brands, Inc.

By:

Its:

13




Exhibit 12.1

YUM! Brands, Inc.
Ratio of Earnings to Fixed Charges Years Ended 2006
(In millions except ratio amounts)

52 weeks

2010 2009 2008 2007 2006
Earnings:
Pretax income from continuing operations before wative effect
of accounting change $ 1594 $ 1,39€¢ $ 1,28( $ 1,191 $ 1,10¢
Minority interest — — 11 — —
50% or less owned Affiliat’ interests, ne @ Q) Q) @ 12
Interest Expens 212 22¢ 273 217 174
Interest portion of net rent exper 29¢ 27€ 25¢ 243 20¢
Earnings available for fixed charg $ 209 $ 190¢ $ 1821 § 164 0§ 147¢
Fixed Charges:
Interest Expens $ 21z $ 23C $ 27z $ 217 $ 174
Interest portion of net rent exper 29¢ 27¢€ 25¢ 243 20¢
Total fixed charge $ 511 $ 50€ $ 531 $ 46C $ 382

Ratio of earnings to fixed charg 4.1C 3.7t 3.45 3.57 3.8€




SUBSIDIARIES OF YUM! BRANDS, INC.
AS OF DECEMBER 25, 201C

Exhibit 21.1]

Name of Subsidiary

State or Country of
Incorporation

IABR Insurance Compar \Vermont
IA&W Restaurants, Inc Michigan
IACN 002 543 286 Pty. Ltc Australia
IACN 002 812 151 Pty. Ltc Australia
IACN 003 007 690 Pty. Lt Australia
IACN 003 190 163 Pty. Ltc Australia
IACN 003 190 172 Pty. Ltc Australia
IACN 003 273 854 Pty. Lt Australia
IACN 004 240 046 Pty. Lt Australia
IACN 005 041 547 Pty. Ltc Australia
IACN 009 064 706 Pty. Ltc Australia
IACN 010 355 772 Pty. Lt Australia
IACN 054 055 917 Pty. Lt Australia
IACN 054 121 416 Pty. Ltc Australia
IACN 084 994 374 Pty. Ltc Australia
IACN 085 239 961 Pty. Ltd. (SA: Australia
IACN 085 239 998 Pty. Ltd. (SA: Australia
IACN 103 640 393 Pty. Ltc Australia
IAshton Fried Chicken Pty. Lt Australia
Beijing KFC Co., Ltd. China
Beijing Pizza Hut Co., Ltc China
Big Sur Restaurant No. 2, LL Delaware
Bodden Holding Sal Luxembourc
Brownstone Holdings Sa Luxembourc
Changsha KFC Co., Lt China
Chongging KFC Co., Ltc China
Cyprus Caramel Restaurants Limit Cyprus
Dalian KFC Co., Ltd China
Dongguan KFC Co., Lic China

Ekaterinburg Caramel Restaurants L

Russian Federatic

Finger Lickin' Chicken Limitec

United Kingdom

GCTB, Inc.

Florida

GIC Holding, LLC \Vermont
Glenharney Insurance Compa \Vermont
Gloucester Properties Pty. L Australia
Hangzhou KFC Co., Ltc China
Inventure Restaurantes Lic Brazil
Kentucky Fried Chicken (Germany) Restaurant HoldiGgnbH Germany

Kentucky Fried Chicken (Great Britain) Limit:

United Kingdom

Kentucky Fried Chicken de Mexico, S. de R.L. de €

Mexico




Name of Subsidiary

State or Country of
Incorporation

Kentucky Fried Chicken Global B. Netherland:
Kentucky Fried Chicken International Holdings, | Delaware
Kentucky Fried Chicken Pty. Lt Australia

KFC Advertising, Ltd.

United Kingdom

KFC Chamnord SA!

France

KFC Corporatior Delaware

KFC France Societe Par Actions Simplif France

KFC Holding Co. Delaware

KFC Holdings B.V. Netherland:
KFC U.S. Properties, In Delaware
Krasnoyarsk Caramel Restaurants L Russian Federatic
KRE Holdings, LLC Delaware
Kunming KFC Co., Ltd China

Lanzhou KFC Co., Ltc China

LJS Restaurants, In Delaware

Long John Silver's, In¢ Delaware
Multibranding Pty. Ltd Australia
Nanchang KFC Co., Lt China

Nanjing KFC Co., Ltd China

Nanning KFC Co., Ltd China
Newcastle Fried Chicken Pty. Lt Australia
Norfolk Fast Foods Limite: United Kingdom
Northside Fried Chicken Pty Limite Australia
Operadora Tlaxcor, S. de R.L. de C Mexico

Novo BL France

Novosibirsk Caramel Restaural

Russian Federatic

Omsk Caramel Restaurants LI

Russian Federatic

PCNZ Limited

Mauritius

Perm Caramel Restaurants L|

Russian Federatic

PHP de Mexico Inmobiliaria, S. de R.L. de C

Mexico

Pizza Hut (UK) Limitec

United Kingdom

Pizza Hut Del Distrito, S. de R.L. de C.

Mexico

Pizza Hut FSR Advertising Limite

United Kingdom

Pizza Hut HSR Advertising Limite

United Kingdom

Pizza Hut International, LL¢

Delaware

Pizza Hut Korea Limited f/k/a Pizza Hut Korea Qdgd.

Korea, Republic o

Pizza Hut Mexicana, S de RL de (

Mexico

Pizza Hut of America, Inc Delaware
Pizza Hut of North America, In Texas
Pizza Hut, Inc California
Pizza Hut, Ltd Texas
Premium Restaurant Brands, S. de R.L. de Mexico
Qingdao KFC Co., Ltc China

Restaurant Holdings Limite

United Kingdom

Restaurant Holdings (UK) Limite

United Kingdom




Name of Subsidiary

State or Country of
Incorporation

Russian Caramel Restaurants L

Russian Federatic

Samara Caramel Restaurants L

Russian Federatic

SCI KFC Cenor France
SEPSA S.N.C France
Shanghai KFC Co., Lt China
Shanghai Pizza Hut Co., Lt China
Shantou KFC Co., Ltc China
SM2RL Societe Par Actions Simplifie France
Societe Civile Immobiliere Duranton a/k/a SCI Duxar France

Southern Fast Foods Limited (f/k/a Milne Fast Fobidsited)

United Kingdom

Spizza 30 Societe Par Actions Simpli

France

Spizza Immo Sal France

Stealth Investments St Luxembourc
Suffolk Fast Foods Limite United Kingdom
Sunhill Holdings Sar Luxembourc
Surgut Caramel Restaurants LI Russian Federatic
Suzhou KFC Co., Ltc China

[Taco Bell Corg California

Taco Bell of America, Inc Delaware
TaiYuan KFC Co., Ltd China

THC | Limited Malta

THC Il Limited Malta

[THC 11l Limited Malta

THC IV Limited Malta

THC V Limited Malta

Tianjin KFC Co., Ltd. China

[Tyumen Caramel Restaurants L

Russian Federatic

\Valleythorn Limited

United Kingdom

\Wandle Investments Lt

Hong Kong

\West End Restaurants (Holdings) Limil

United Kingdom

\West End Restaurants (Investments) Lim

United Kingdom

\West End Restaurants Limit

United Kingdom

Wuxi KFC Co., Ltd.

China

Xiamen KFC Co., Ltd China
Xinjiang KFC Co., Ltd. China
Y.C.H. S.a.r.l. Luxembourg
YA Company One Pty. Ltc Australia
YB Operadora, S. de R.L. de C. Mexico
YEDM US, LLC Delaware
YGR America, Inc Delaware
'YGR International Limitec United Kingdom
YGR US, LLC Delaware
YIF US, LLC Delaware
YRI Europe S.a.r.| Luxembourc

Yorkshire Global Restaurants, Ir

Maryland




Name of Subsidiary

State or Country of
Incorporation

'YRI Hong Kong Il Limited Hong Kong
'YRI Hong Kong IV Limited Hong Kong
'Yum Restaurants Espana, S Spain

'Yum Restaurants International (Proprietary) Limi South Africa
'Yum! Restaurants International (Thailand) Co., | Thailand
'Yum Restaurants Services Group, | Delaware
'Yum! Asia Franchise Pte Li Singapore
'Yum! Asia Holdings Pte. Ltc Singapore
'Yum! Australia Equipment Pty. Lt Australia
'Yum! Australia Holdings | LLC Delaware
'Yum! Australia Holdings 11 LLC Delaware
'Yum! Australia Holdings 11l LLC Delaware
Yum! Australia Holdings Limitec Cayman Island
'Yum! Brands Canada Management Holding Comg Nova Scotie
Yum! Brands Canada Management Canade
'Yum! Brands Mexico Holdings Il LL( Delaware
'Yum! Food (Hangzhou) Co., Lt China

'Yum! Food (Shanghai) Co., Lt China

'Yum! Franchise de Mexico, S. de R Mexico
'Yum! Franchise | LF Canade
'Yum! Franchise Il LLF United Kingdom
'Yum! Franchise Ill Partnersh Australia
[Yum! Global Investments 111, LL(C Delaware
'Yum! Global Investments | B.\ Netherlands
'Yum! Global Investments Il B.V Netherlands
'Yum! Holdings UK Limited United Kingdom
'Yum! International Finance Company S.a Luxembourc
'Yum! International Participations S.a.| Luxembourc
Yum! Luxembourg Investments S.a. Luxembourc
'Yum! Mexico, S. De. R. L. de C' Mexico
'Yum! Realty Holdings, Inc Canade

'Yum! Restaurant Holding

United Kingdom

Yum! Restaurant Holdings (Great Britain) Limit

United Kingdom

'Yum! Restaurantes do Brasil Ltc

Brazil

lYum! Restaurants (Canada) Compi Canade
'Yum! Restaurants (Chengdu) Co., L China

'Yum! Restaurants (China) Investment Co., | China

Yum! Restaurants (Fuzhou) Co., L China

'Yum! Restaurants (Guangdong) Co., L China

'Yum! Restaurants (Hong Kong) Lt Hong Kong
'Yum! Restaurants (India) Private Limit India

'Yum! Restaurants (NZ) Lt New Zealanc
'Yum! Restaurants (Shenyang) Co., L China

'Yum! Restaurants (Shenzhen) Co., | China

'Yum! Restaurants (UK) Limite

United Kingdom




Name of Subsidiary

State or Country of
Incorporation

Yum! Restaurants (Wuhan) Co., L China
'Yum! Restaurants (Xian) Co., Lt China
Yum! Restaurants Asia Private L1 Singapore
'Yum! Restaurants Australia Pty Limiti Australia
'Yum! Restaurants Australia Services Pty Australia
Yum! Restaurants China Holdings Limit Hong Kong
'Yum! Restaurants Consulting (Shanghai) Co., China

'Yum! Restaurants Europe Limitt

United Kingdom

Yum! Restaurants France S/

France

'Yum! Restaurants Holding, S. de R.L. de C Mexico
Yum! Restaurants International (Canada) Comg Canade
'Yum! Restaurants International (MENAPAK) W1 Bahrain
'Yum! Restaurants International Holdings, L Delaware
'Yum! Restaurants International Limiti United Kingdom
'Yum! Restaurants International Ltd. & Co. k Germany
'Yum! Restaurants International Management S.. Luxembourc
'Yum! Restaurants International Russia L Russie
'Yum! Restaurants International S.a. Luxembourc
'Yum! Restaurants International Switzerland S.c Switzerland
Yum! Restaurants International, Ir Delaware
'Yum! Restaurants International, S de RL de Mexico

'Yum! Restaurants Limite

United Kingdom

'Yum! Restaurants Marketing Private Limit

India

'Yum! Restaurants Mauritius Lt Mauritius
Yum! Restaurants New Zealand Services Pty. Australia
'Yum! Restaurants Spolka Z Ograniczona Odpowiedagiia Poland
'Yum! Restaurants, S de RL de ( Mexico
'Yumsop Pty Limitec Australia
Zhengzhou KFC Co., Ltc China




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

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

We consent to the incorporation by reference inrélggstration statements listed below of YUM! Branthc. and Subsidiaries (YUM) of our reg
dated February 14, 2011, with respect to the cateteld balance sheets of YUM as of December 250 20l December 26, 2009, and the re
consolidated statements of income, cash flows stiadeholdersequity (deficit) and comprehensive income (loss)efach of the fiscal years in
threeyear period ended December 25, 2010, and the #eetss of internal control over financial repagtisis of December 25, 2010, which re
appears in the December 25, 2010 annual reporbom EO-K of YUM.

Description Registration Statement Number

Form S-3 and $-3/A

Debt Securitie! 33:-160941
YUM! Direct Stock Purchase Progre 333-46242
Form S-8
Restaurant Deferred Compensation F 333-36877, 33-32050
Executive Income Deferral Progre 33:-36955
YUM! Long-Term Incentive Pla 33:-36895, 33-85073, 33-32046, 33-170929
SharePower Stock Option Pl 33:-36961
YUM! Brands 401(k) Plau 333-36893, 33-32048, 33-109300
YUM! Brands, Inc. Restaurant General Mana
Stock Option Pla 33:-64547
YUM! Brands, Inc. Lon-Term Incentive Pla 333-32052, 33-109299

/s/ KPMG LLP
Louisville, Kentucky
February 14, 2011




Exhibit 31.1

CERTIFICATION

I, David C. Novak, certify that:

1.

2.

@)

(b)

(©

(d)

@)

(b)

| have reviewed this report on Form-K of YUM! Brands, Inc.;

Based on my knowledge, this report does not corgtainuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, aiher financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant, as of, amdthe periods presented in this rep

The registrang’ other certifying officer and | are responsible &stablishing and maintaining disclosure contansl procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange Act RL
13e-15(f) and 15-15(f)) for the registrant and hav

designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under our supervis
to ensure that material information relating to tlgistrant, including its consolidated subsidisris made known to us by others wil
those entities, particularly during the period ihieh this report is being prepare

designed such internal control over financial réipgy or caused such internal control over finahggorting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; :

disclosed in this report any change in thdasteant’s internal control over financial reportitigat occurred during the registrantnos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopéikély
to materially affect, the registré s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdxh on our most recent evaluation of internal adrdwer financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theveden!
function):

all significant deficiencies and material weaknssse the design or operation of internal controkio¥inancial reporting which a
reasonably likely to adversely affect the regis’s ability to record, process, summarize and refpmnhcial information; an

any fraud, whether or not material, that involvesnagement or other employees who have a significd@tin the registra’s interna
control over financial reporting

Date: February 14, 201 /s/ David C. Noval

Chairman, Chief Executive Officer and Presic




Exhibit 31.2

CERTIFICATION

I, Richard T. Carucci, certify that:

1.

2.

@)

(b)

(©

(d)

@)

(b)

| have reviewed this report on Form-K of YUM! Brands, Inc.;

Based on my knowledge, this report does not corgtainuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, aiher financial information included in this repdairly present in all materi
respects the financial condition, results of ogerstand cash flows of the registrant, as of, amdthe periods presented in this rep

The registrang’ other certifying officer and | are responsible &stablishing and maintaining disclosure contansl procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange Act RL
13e-15(f) and 15-15(f)) for the registrant and hav

designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under our supervis
to ensure that material information relating to tlgistrant, including its consolidated subsidisris made known to us by others wil
those entities, particularly during the period ihieh this report is being prepare

designed such internal control over financial réipgy or caused such internal control over finahggorting to be designed under
supervision, to provide reasonable assurance rieggtige reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; :

disclosed in this report any change in thdasteant’s internal control over financial reportitigat occurred during the registrantnos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopéikély
to materially affect, the registré s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdxh on our most recent evaluation of internal adrdwer financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theveden!
function):

all significant deficiencies and material weaknssse the design or operation of internal controkio¥inancial reporting which a
reasonably likely to adversely affect the regis’s ability to record, process, summarize and refpmnhcial information; an

any fraud, whether or not material, that involvesnagement or other employees who have a significd@tin the registra’s interna
control over financial reporting

Date: February 14, 20! /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 X{or the year ended December 25, 201!
filed with the Securities and Exchange Commissianttee date hereof (the “Periodic Report}),David C. Novak, Chairman, Chief Execul
Officer and President of the Company, certify, parg to 18 U.S.C. Section 1350, as adopted purdag@ection 906 of the Sarban®siey Act of
2002, that:

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

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

Date: February 14, 2011 /s/ David C. Noval
Chairman, Chief Executive Officer and Presic

A signed original of this written statement reqditey Section 906 has been provided to YUM! Bratids, and will be retained by YUM! Branc
Inc. and furnished to the Securities and ExchangamBission 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 X0for the year ended December 25, 201!
filed with the Securities and Exchange Commissioritee date hereof (the “Periodic Report;)Richard T. Carucci, Chief Financial Officer dfe
Company, certify, pursuant to 18 U.S.C. Section01 35 adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that:

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

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

Date: February 14, 2011 /s/ Richard T. Caruct
Chief Financial Office

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




