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Dear Stockholders,

Yum China’s vision is to be the World’s Most Innovative Restaurant Company. In 2018, our second full
year as an independently listed company, we again demonstrated the powerful impact of innovation on our
business.

Thanks to the dedication and collective effort of our employees, Yum China reported record revenue and
operating profit" in 2018, marking nine consecutive quarters of system sales growth since our spin-off from
Yum! Brands, Inc.

These strong results are the product of innovation that lies at the core of everything we do. Through
innovation, we have created one of the world’s largest digital membership programs in the industry, became
a leader in delivery in China, consistently introduced new and exciting menu items, and successfully piloted
the use of artificial intelligence to improve our operational efficiency. With these innovations we have also
improved the customer experience, optimized staff workflows, driven growth and delivered results for our
stockholders.

Yum China is the largest restaurant company in China and we continue to see significant growth potential. To
capture this potential, we are continuing to invest, and opened more than 2 stores per day in 2018. Through
growing our store portfolio and increasing same-store sales, Yum China grew system sales by 5%* during
2018.

In this letter, I will share some of the highlights of our performance in 2018, as well as our priorities for 2019.

System Sales
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A In reporting currency, on license-fee adjusted basis.
* Excluding foreign exchange impact.
This letter contains “forward-looking statements.” We intend all forward-looking statements to be covered by the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. Refer to page 2 of our Annual Report on Form 10-K for additional
information.
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Portfolio across Different Segments

KFC continued to be our primary growth engine
in 2018 with robust same-store sales, up 2%%,

and its second-highest number of annual new
builds, delivering 7%%* system sales growth. Menu
innovation, including exciting limited time offers
and enhancements to breakfast, dessert and coffee
menu items, was a key growth driver. In addition,
effective responses to changing customer
preferences, with improved delivery and smart
value, and excellent execution, facilitated by our
investments in technology, further supported sales.

We also made significant progress with the
revitalization of Pizza Hut, repositioning it as a
family-friendly, modern and value-for-money
casual dining concept. We successfully completed
the integration of Pizza Hut Casual Dining and Pizza
Hut Home Service and made material improvements
to Pizza Hut’s digital ecosystem and delivery
capabilities. With improved customer satisfaction
scores and positive same-store traffic growth in

the fourth quarter, we are confident that the
revitalization plan is starting to take effect and we
expect this to lead to improved sales and profits over
time.

For the first time since 2013, we grew net units at
all of our smaller brands, including Little Sheep,
East Dawning and Taco Bell. As part of our coffee
strategy, in 2018, we launched a new standalone
coffee brand, COFFii & JOY. By year end, we
had 13 stores in four cities in eastern China and we
are continuing to pilot different formats and refine
business models.
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8,484

Stores across China New Stores

819

Store Remodeling and Smart Expansion

In 2018, we continued building and enhancing

our portfolio as we completed 931 remodels and
opened 819 new stores, increasing our total store
count to 8,484. We also tested new formats with
smaller footprints to respond to changing customer
preferences and better support delivery needs with
fast and high quality service. Supported by adaptable
formats and a strong focus on cost control, we
maintained healthy pre-tax cash payback periods for
new builds at both KFC and Pizza Hut.

Delivery and Digital: Key Growth Enablers
Delivery and digital remain an important focus for
Yum China. We were one of the first to develop and
scale delivery capabilities in China, and delivery is

a key growth driver, accounting for 17% of company
sales in 2018. As of the end of 2018, delivery services
were available in 1,118 cities, up from 900 cities in
2017.

We rapidly expanded our loyalty programs, with
KFC increasing to over 160 million members and
Pizza Hut to over 50 million members, up 50 million
and 15 million, respectively, during the course of

21% 15.7%

Operating Profit Growth Restaurant Margin

2018. Driven by the digital transformation of our
business, members accounted for 46% of system
sales and digital payments accounted for 86% of
company sales in the fourth quarter of 2018.

To offer customers more personalized experiences,
we launched several new digital marketing initiatives,
including the privilege membership program for
delivery, which successfully drove a meaningful
increase in order frequency from members. We also
made progress in mobile pre-ordering and table-

side ordering, improving customer experience and
reducing demands on staff.

Supporting Employees and Communities

Our employees are central to our success and we
remain committed to implementing “People First”
policies that adhere to our principles of Fair, Care
and Pride. One example of this commitment is the
Restaurant General Managers (“RGMs”) Family
Care Program that we launched in March 2018.
Through this program we are now offering additional
medical benefits to around 17,000 children, spouses
and parents of over 5,500 qualified RGMs.

We launched the Restaurant General Managers (RGMs) Family Care Program at the 2018 RGM Convention.



Joey Wat encourages customers to donate one yuan to the One Yuan
Donation program at a KFC restaurant in 2018.

Our strong employment practices have been
recognized by international organizations and we
are proud to have been certified as a “Top Employer
2019 in China” by the Top Employers Institute.
Additionally, we were named as one of three
Chinese companies, and one of only two restaurant
companies in the world, in the 2019 Bloomberg
Gender Equality Index.

At Yum China, we are proud of the positive

impact we are making, together with our 450,000
employees, on the communities in which we operate.
In 2018, we leveraged our KFC and Pizza Hut
loyalty programs to expand the reach of our flagship
One Yuan Donation program. In the past 11 years,
the One Yuan Donation program has raised more
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Local farmers in Yunnan’s Yongsheng County take truffle farming
courses provided by the Grow Local Initiative.

$1.4 billion in cash,
cash equivalents and
short term investments
at year end 2018

>160 million
KFC Members

>50 million
Pizza Hut Members

than RMBI180 million and delivered nearly 40
million nutritious meals to underprivileged students
in impoverished regions across China. The program
was named the Best Community Program at the
Global CSR Summit and Awards 2018, recognizing
our ability to use our scale and network to give back
to our communities effectively.

In 2018, we also launched the Grow Local
Initiative to promote the sustainable growth of
local economies and improve the quality of life of
farming communities. Our first project focused on
educating truffle farmers in the Yunnan Province
on sustainable farming practices, with the produce
featured on Pizza Hut’s new Truffle Pizza.

Returning Value to Shareholders

Yum China is strongly committed to returning value
to shareholders. In 2018, we returned a total of $473
million, reflecting cash dividends of $161 million
and $312 million in share repurchases. In October
2018, the Board approved a 20% increase in the
quarterly dividend to $0.12 per share and expanded
the share repurchase authorization to an aggregate
of $1.4 billion, of which approximately $960 million
remains outstanding as of the end of 2018. Based on
the current quarterly dividend and share repurchase
authorization, Yum China has the capacity to return
approximately $1.5 billion to shareholders over the
next three years.



Clear Priorities to Drive Growth

Looking forward, we are excited by the opportunities
to extend our position as the largest restaurant
company in China, one of the largest and fastest
growing markets in the world.

Supported by strong brand recognition,
unprecedented scale and powerful digital
capabilities, we will pursue profitable growth through
innovation and first class execution to consistently
exceed customer expectations. We will drive same-
store sales growth through menu innovation, day-
part expansion and delivering smart value to our
customers. We will also expand our network in
attractive and underserved markets across China
with a target of 10,000 stores by 2021 (excluding
expansion of COFFii & JOY), compared to over
8,400 stores at the end of 2018. By leveraging our
digital ecosystem and enhancing delivery, we expect
to further build on KFC’s unrivalled foundation,
revitalize Pizza Hut, continue to nurture our

smaller brands and selectively explore other growth
opportunities.

It has been an honor to take the helm of this great
company and work alongside a highly experienced
management team and dedicated employees.
Together, we will build a stronger Yum China and
create sustainable value for our customers, our
employees and our stockholders.

235y

Joey Wat
Chief Executive Officer

Joey Wat

Chief Executive Officer

Yum China Holdings, Inc.
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Yum China Holdings, Inc.

7100 Corporate Drive Yum China Building
Plano, Texas 75024 20 Tian Yao Qiao Road
United States of America Shanghai 200030

People’s Republic of China
March 29, 2019
Dear Fellow Stockholders:

We are pleased to invite you to attend the 2019 Annual Meeting of Stockholders of Yum China Holdings, Inc. The
Annual Meeting will be held Friday, May 10, 2019, at 8:30 a.m. local time, at Mandarin Oriental Hong Kong,
5 Connaught Road, Central, Hong Kong.

The attached notice and proxy statement contain details of the business to be conducted at the Annual Meeting. In addi-
tion, the Company’s 2018 annual report, which is being made available to you along with the proxy statement, contains
information about the Company and its performance.

Your vote is important. We encourage you to vote promptly, whether or not you plan to attend the Annual Meeting. You
may vote your shares over the Internet or via telephone. If you received a paper copy of the proxy materials, you may
complete, sign, date and mail the proxy card in the postage-paid envelope provided.

If you plan to attend the meeting, you may also vote in person. If you hold your shares through a bank, broker or other
nominee, you will be required to show the notice or voting instructions form you received from your bank, broker or
other nominee or a copy of a statement (such as a brokerage statement) from your bank, broker or other nominee reflect-
ing your stock ownership as of March 12, 2019 in order to be admitted to the meeting. All attendees must bring valid
photo identification to gain admission to the meeting. Whether or not you attend the meeting, we encourage you to con-
sider the matters presented in the proxy statement and vote as soon as possible.

Sincerely,

f* 2

Joey Wat
Chief Executive Officer
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Yum China Holdings, Inc.

Notice Of Annual Meeting
Of Stockholders

Time and Date: 8:30 a.m. (local time) on Friday, May 10, 2019.
Place: Mandarin Oriental Hong Kong, 5 Connaught Road, Central, Hong Kong.
Items of Business: (1) Toelect the 12 director nominees named in the accompanying proxy statement to serve

for a one-year term expiring at the 2020 annual meeting of the Company’s stockhold-
ers.

(2) To ratify the appointment of KPMG Huazhen LLP as the Company’s independent
auditor for 2019.

(3) To approve, on an advisory basis, the Company’s named executive officer compensa-
tion.

(4) To transact such other business as may properly come before the meeting or any
adjournment or postponement thereof.

o

Who Can Vote: You can vote if you were a stockholder of record as of the close of business on March 12, &
2019, &

g

How to Vote: You may vote over the Internet or via telephone by following the instructions set forth in the 3

accompanying proxy statement. If you received a paper copy of the proxy materials, you
may also vote by completing, signing, dating and returning the proxy card. If you attend the
Annual Meeting, you may vote in person. Your vote is important. Whether or not you plan
to attend the Annual Meeting, please vote promptly.

Date of Mailing: This notice, the accompanying proxy statement and the form of proxy are first being mailed
to stockholders on or about March 29, 2019.

By Order of the Board of Directors,

s

Shella Ng
Chief Legal Officer and Corporate Secretary
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PROXY STATEMENT SUMMARY

This summary highlights information contained elsewhere in this proxy statement. This summary does not contain all of
the information that you should consider, and you should read the entire proxy statement carefully before voting.

MEETING INFORMATION

Date: May 10, 2019

Time: 8:30 a.m. (local time)

Record Date: March 12, 2019

HOW TO VOTE

Whether or not you plan to attend the Annual Meeting,
please vote as promptly as possible using one of the fol-
lowing methods:

* Via Internet by following the instructions on
WWW.proxyvote.com;

* Via telephone by calling 1 (800) 690-6903 (toll-free in
the U.S.) and following the instructions provided by the
recorded message; or

ITEMS OF BUSINESS

Location: Mandarin Oriental Hong Kong

5 Connaught Road, Central
Hong Kong

* Viamail, if you received your proxy materials by mail,
by completing, signing, dating and mailing the proxy
card in the postage-paid envelope provided.

If you hold your shares in the name of a bank, broker or
other nominee, your ability to vote by telephone or the
Internet depends on their voting processes. Please follow
the directions of your bank, broker or other nominee care-
fully.

Board Voting Page
Proposal Recommendation _Reference
1. Election of the 12 Director Nominees Named in this Proxy Statement to Serve for a
One-Year Term FOR each nominee 22
2. Ratification of the Appointment of KPMG Huazhen LLP as the Company’s
Independent Auditor for 2019 FOR 28
3. Advisory Vote on Named Executive Officer Compensation FOR 30

YUM CHINA - 2079 Proxy Statement | 1
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PROXY STATEMENT SUMMARY

COMPANY OVERVIEW

On October 31, 2016, Yum China Holdings, Inc., a
Delaware corporation (the “Company,” “we,” “us” or
“our’”), was spun-off from Yum! Brands, Inc. (“YUM”),
becoming an independent publicly traded company as a
result of a pro rata distribution of the Company’s common
stock to shareholders of YUM. In this proxy statement,

we refer to this transaction as the “spin-off.” We have the

rant brand in China in terms of system sales and number
of restaurants, the Pizza Hut concept, the leading casual
dining restaurant brand in China as measured by system
sales and number of restaurants, and the Taco Bell con-
cept, a California-based restaurant chain serving innova-
tive Mexican-inspired food. We also own the intellectual
property of the East Dawning, Little Sheep and COFFii &

exclusive right to operate and sub-license in mainland
China the KFC concept, the leading quick-service restau-

SUMMARY INFORMATION REGARDING NOMINEES

JOY concepts outright.

The following table provides summary information about each of the nominees to our board of directors (the “Board of
Directors” or the “Board”).

Board Committee
Membership as of

b Director March 29, 2019
% Name Age Since Primary Occupation Independent A [} G F
IS Fred Hu (Chairman) ....... 55 2016 Chairman and founder of v CcC
‘g Primavera Capital Group
Dc*f JoeyWat ................ 47 2017 Chief Executive Officer of the
Company
Muktesh “Micky” Pant .... 64 2016  Vice Chairman and Senior
Advisor to the Company
PeterA.Bassi............ 69 2016 Former Chairman of Yum! v X X
Restaurants International
Christian L. Campbell .. ... 68 2016 Owner of Christian v X
L. Campbell Consulting LLC
Ed Yiu-Cheong Chan ..... 56 2016 Former Vice Chairman of v X
Charoen Pokphand Group
Company Limited
Edouard Ettedgui ........ 67 2016 Non-Executive Chairman of v CC
Alliance Francaise, Hong Kong
CyrilHan ................ 41 — Vice President of Ant Financial v
Services Group
Louis T.Hsieh ........... 54 2016 Chief Financial Officer of v CC
NIO Inc.
RubylLu ................. 48 2016 Independent venture capitalist v X X
ZiliShao ................ 59 2016 Non-executive Chairman of v CC
Fangda Partners
WilliamWang ............ 44 2017 Partner of Primavera Capital v X
Group

A — Audit Committee; C — Compensation Committee; G — Nominating and Governance Committee; F — Food Safety Committee; CC — Committee Chair

2 | YUM CHINA - 2019 Proxy Statement



PROXY STATEMENT SUMMARY

GOVERNANCE HIGHLIGHTS

The Board believes that good corporate governance is a critical factor in achieving business success and in fulfilling
the Board’s responsibilities to stockholders. The Board believes that its principles and practices align management
and stockholder interests. Highlights include:

Director Independence  « Independent Board Chairman
* 10 of 12 directors are independent
Director Elections and ~ « Annual election of all directors beginning at the Annual Meeting
Attendance
* Majority voting policy for elections of directors in uncontested elections
* Proxy access for director nominees by stockholders

* Over 95% director attendance at Board and committee meetings in 2018

Board Refreshment and  « Directors with experience, qualifications and skills across a wide range of public and pri-
Diversity

vate companies
* Directors reflect a diversity of gender, race and ethnicity
i)
* Average director age of 59 as of March 29, 2019 &
(9]
¢ Independent and non-management directors may generally not stand for re-election after =
3
age75 3
Other Governance e Active stockholder engagement
Practices

* No shareholder rights plan (also known as a poison pill)
* Director and executive officer stock ownership policies
* Policy prohibiting hedging or other speculative trading of Company stock

* Policy regarding resignation if any director experiences a significant change in profes-
sional roles and responsibilities

* Board access to senior management and independent advisors

YUM CHINA - 2079 Proxy Statement | 3
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PROXY STATEMENT SUMMARY

WHERE YOU CAN FIND ADDITIONAL INFORMATION

Our website is located at www.yumchina.com/En.
Although the information contained on or connected to
our website is not part of this proxy statement, you can
view additional information on our website, such as our
2018 annual report, the charters of our Board commit-
tees, our Corporate Governance Principles, our Code of
Conduct and reports that we file with the Securities and

4 | YUM CHINA - 2019 Proxy Statement

Exchange Commission (the “SEC”). Copies of these
documents may also be obtained free of charge by writ-
ing Yum China Holdings, Inc., 7100 Corporate Drive,
Plano, Texas 75024, or Yum China Holdings, Inc., Yum
China Building, 20 Tian Yao Qiao Road, Shanghai
200030 People’s Republic of China, Attention: Corpo-
rate Secretary.



QUESTIONS AND ANSWERS ABOUT THE MEETING

AND VOTING

The Board of Directors of Yum China Holdings, Inc.
solicits the enclosed proxy for use at the 2019 annual
meeting of the Company’s stockholders (the “Annual
Meeting”) to be held at 8:30 a.m. (local time), on Friday,
May 10, 2019, at Mandarin Oriental Hong Kong, 5 Con-

naught Road, Central, Hong Kong. This proxy statement
contains information about the matters to be voted on at
the Annual Meeting and the voting process, as well as
information about our directors and most highly paid
executive officers.

What is the purpose of the Annual Meeting?

At the Annual Meeting, stockholders will vote on several
important Company matters. In addition, our manage-
ment will report on the Company’s performance over the

last fiscal year and, following the meeting, respond to
questions from stockholders.

Why am | receiving these materials?

You received these materials because our Board of Direc-
tors is soliciting your proxy to vote your shares at the
Annual Meeting. As a stockholder of record as of the

close of business on March 12, 2019, you are invited to
attend the Annual Meeting and are entitled to vote on the
items of business described in this proxy statement.

Why did | receive a one-page notice in the mail regarding
the Internet availability of proxy materials instead of a full

set of proxy materials?

As permitted by SEC rules, we are making this proxy
statement and our 2018 annual report available to our
stockholders electronically via the Internet. On or about
March 29, 2019, we mailed to our stockholders a Notice
of Internet Availability of Proxy Materials (the “Notice™)
containing instructions on how to access this proxy state-
ment and our 2018 annual report and vote online. If you
received a Notice by mail, you will not receive a printed
copy of the proxy materials unless you request a copy.
The Notice contains instructions on how to access and
review all of the important information contained in the

proxy statement and the annual report. The Notice also
instructs you on how you may submit your proxy over the
Internet. If you received a Notice by mail and would like
to receive a printed copy of our proxy materials, you
should follow the instructions for requesting such materi-
als contained on the Notice.

We encourage you to take advantage of the availability of
the proxy materials on the Internet in order to help lower
the costs of delivery and reduce the Company’s environ-
mental impact.

YUM CHINA - 20179 Proxy Statement | 5
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QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

Who may attend the Annual Meeting?

The Annual Meeting is open to all stockholders of record
as of the close of business on March 12, 2019, or their
duly appointed proxies. If you would like to attend the
Annual Meeting, you will need to bring a valid picture
identification. If your shares are held in the name of a
bank, broker or other nominee, you will need to bring a
legal proxy from your bank or nominee or other proof of
ownership as of the record date to be admitted to the

Annual Meeting. A recent brokerage statement or letter
from a bank, broker or other nominee is an example of
proof of ownership.

Please note that computers, cameras, sound or video
recording equipment, large bags, briefcases and packages
will not be allowed in the meeting room.

May stockholders ask questions?

Yes. Representatives of the Company will answer stockholders’ questions of general interest following the Annual

Meeting.

Who may vote?

You may vote if you owned any shares of Company com-
mon stock as of the close of business on the record date,
March 12, 2019. Each share of Company common stock

What am | voting on?

You will be voting on the following three items of busi-
ness at the Annual Meeting:

* The election of the 12 director nominees named in this
proxy statement to serve for a one-year term;

* The ratification of the appointment of KPMG Huaz-
hen LLP as the Company’s independent auditor for
2019; and

is entitled to one vote. As of March 12, 2019, there were
378,962,222 shares of Company common stock out-
standing.

* The approval, on an advisory basis, of the Company’s
named executive officer compensation.

We will also consider other business that properly comes
before the meeting.

How does the Board of Directors recommend that | vote?

Our Board of Directors recommends that you vote your
shares:

* FOR each of the 12 nominees named in this proxy
statement for election to the Board;

6 | YUM CHINA - 20179 Proxy Statement

* FOR the ratification of the appointment of KPMG
Huazhen LLP as our independent auditor for 2019; and

* FOR the proposal on named executive officer com-
pensation.



QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

How do | vote before the Annual Meeting?

There are three ways to vote before the meeting:

* By Internet—we encourage you to vote online at
www.proxyvote.com by following instructions on the
Notice or proxy card;

* By telephone—you may vote by making a telephone
call to 1 (800) 690-6903 (toll-free in the U.S.); or

* By mail—if you received your proxy materials by mail,
you may vote by completing, signing, dating and mail-
ing the proxy card in the postage-paid envelope pro-
vided.

Proxies submitted through the Internet or by telephone as
described above must be received by 11:59 p.m., local
time, on May 9, 2019. Proxies submitted by mail must be
received prior to the meeting.

If you hold your shares in the name of a bank, broker or
other nominee, your ability to vote through the Internet or
by telephone depends on their voting processes. Please
Jollow the directions of your bank, broker or other nomi-
nee carefully.

Can | vote at the Annual Meeting?

Shares registered directly in your name as the stockholder
of record may be voted in person at the Annual Meeting.
Shares held through a bank, broker or other nominee may
be voted in person only if you obtain a legal proxy from
the bank, broker or other nominee that holds your shares

giving you the right to vote the shares. Even if you plan to
attend the Annual Meeting, we encourage you to vote
your shares by proxy. You may still vote your shares in
person at the meeting even if you have previously voted

by proxy.

Can | change my mind after | vote?

You may change your vote at any time before the polls
close at the Annual Meeting. You may do this by:

* signing another proxy card with a later date and return-
ing it to us for receipt prior to the Annual Meeting;

* voting again through the Internet or by telephone prior
to 11:59 p.m., local time, on May 9, 2019;

* giving written notice to the Corporate Secretary of the
Company prior to the Annual Meeting; or

Who will count the votes?

* voting again at the Annual Meeting.

Your attendance at the Annual Meeting will not have the
effect of revoking a proxy unless you notify our Corporate
Secretary in writing before the polls close that you wish to
revoke a previous proxy.

If you hold your shares in the name of a bank, broker or
other nominee, your ability change your vote depends on
their voting processes. Please follow the directions of
your bank, broker or other nominee carefully.

Representatives of Broadridge Financial Solutions will count the votes and will serve as the independent inspector of

election.

YUM CHINA - 2079 Proxy Statement | 7
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QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

What if | return my proxy card but do not provide voting

instructions?

If you vote by proxy card, your shares will be voted as you
instruct by the individuals named on the proxy card. If you
sign and return a proxy card but do not specify how your

shares are to be voted, the persons named as proxies on the
proxy card will vote your shares in accordance with the
recommendations of the Board set forth on page 1.

What does it mean if | receive more than one Notice or

proxy card?

If you received more than one Notice or proxy card, it
means that you have multiple accounts with brokers and/
or our transfer agent. Please vote all of these shares. We
recommend that you contact your broker and/or our

transfer agent to consolidate as many accounts as possible
under the same name and address. Our transfer agent is
American Stock Transfer and Trust Company, LLC,
which may be reached at 1 (888) 439-4986.

Will my shares be voted if | do not provide my proxy?

Your shares may be voted on certain matters if they are
held in the name of a brokerage firm, even if you do not
provide the brokerage firm with voting instructions. Bro-
kerage firms have the authority under the New York
Stock Exchange (“NYSE”) rules to vote shares for which
their customers do not provide voting instructions on cer-
tain “routine” matters.

The proposal to ratify the appointment of KPMG Huaz-
hen LLP as our independent auditor for 2019 is consid-
ered a routine matter for which brokerage firms may vote

shares for which they have not received voting instruc-
tions. The other matters to be voted on at our Annual
Meeting are not considered “routine” under applicable
rules. When a matter is not a routine matter and the bro-
kerage firm has not received voting instructions from the
beneficial owner of the shares with respect to that matter,
the brokerage firm cannot vote the shares on that proposal.
This is called a “broker non-vote.”

How many votes must be present to hold the Annual

Meeting?

Your shares are counted as present at the Annual Meeting
if you attend the Annual Meeting in person or if you prop-
erly submit a proxy by Internet, telephone or mail. In
order for us to conduct our Annual Meeting, a majority of
the shares of Company common stock outstanding as of

8 | YUM CHINA - 20179 Proxy Statement

March 12, 2019 must be present in person or represented
by proxy at the Annual Meeting. This is referred to as a
“quorum.” Abstentions and broker non-votes will be
counted for purposes of establishing a quorum at the
Annual Meeting.



QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

How many votes are needed to elect directors?

You may vote “FOR” each nominee or “AGAINST”
each nominee, or “ABSTAIN” from voting on one or
more nominees. Unless you mark “AGAINST” or
“ABSTAIN” with respect to a particular nominee or
nominees or for all nominees, your proxy will be voted
“FOR” each of the director nominees named in this proxy
statement. In an uncontested election, a nominee will be
elected as a director if the number of “FOR” votes

exceeds 50% of the number of votes cast with respect to
that director’s election. Abstentions will be counted as
present but not voted. Abstentions and broker non-votes
will not affect the outcome of the election of directors.
Full details of the Company’s majority voting policy are
set out in our Corporate Governance Principles and are
described under “Governance of the Company—
Majority Voting Policy.”

How many votes are needed to approve the other

proposals?

Proposals 2 and 3 must receive the “FOR” vote of a
majority of the shares, present in person or represented by
proxy, and entitled to vote at the Annual Meeting. For
each of these proposals, you may vote “FOR,”
“AGAINST” or “ABSTAIN.” Abstentions will be
counted as shares present and entitled to vote at the

Annual Meeting. Accordingly, abstentions will have the
same effect as a vote “AGAINST” Proposals 2 and 3.
Broker non-votes will not be counted as shares present
and entitled to vote with respect to the particular matter on
which the broker has not voted. Thus, broker non-votes
will not affect the outcome of either of these proposals.

When will the Company announce the voting results?

The Company will announce the voting results of the
Annual Meeting on a Current Report on Form 8-K filed

with the SEC within four business days of the Annual
Meeting.

What if other matters are presented for consideration at

the Annual Meeting?

The Company knows of no other matters to be submitted
to the stockholders at the Annual Meeting, other than the
proposals referred to in this proxy statement. If any other
matters properly come before the stockholders at the

Annual Meeting, it is the intention of the persons named
on the proxy to vote the shares represented thereby on
such matters in accordance with their best judgment.
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GOVERNANCE OF THE COMPANY

The business and affairs of the Company are managed
under the direction of the Board of Directors. The Board
believes that good corporate governance is a critical factor
in achieving business success and in fulfilling the Board’s
responsibilities to stockholders. The Board believes that
its practices align management and stockholder interests.

The corporate governance section of our website makes
available certain of the Company’s corporate governance
materials, including our Corporate Governance Princi-
ples, the charters for each committee and our Code of
Conduct. To access these documents on our Investor
Relations website, ir.yumchina.com, click on “Gover-

nance” and then “Corporate Governance Documents.”
Highlights of our corporate governance policies and practices are described below.
Director Independence ¢ Independent Board Chairman
¢ 10 of 12 directors are independent
Director Elections and Attendance  « Annual election of all directors beginning at the Annual Meeting

* Majority voting policy for elections of directors in uncontested elections

* Proxy access for director nominees by stockholders
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* Over 95% director attendance at Board and committee meetings in 2018

Board Refreshment and Diversity « Directors with experience, qualifications and skills across a wide range of pub-

lic and private companies
* Directors reflect a diversity of gender, race and ethnicity
* Average director age of 59 as of March 29, 2019

* Independent and non-management directors may generally not stand for
re-election after age 75

Other Governance Practices ° Active Stockholder engagement
* No shareholder rights plan (also known as a poison pill)
* Director and executive officer stock ownership policies

* Policy prohibiting hedging or other speculative trading of Company stock

* Policy regarding resignation if any director experiences a significant change in
professional roles and responsibilities

* Board access to senior management and independent advisors

10 | YUM CHINA - 2019 Proxy Statement



GOVERNANCE OF THE COMPANY

What is the composition of the Board of Directors and
how often are members elected?

Our Board of Directors presently consists of 12 directors.
As discussed in more detail later in this section, the Board
has determined that ten of those directors are independent
under the rules of the NYSE.

Prior to this year’s Annual Meeting, the Board was
divided into three classes of equal size. As a result of a

de-classification process implemented in connection with
the spin-off, the term of each class of directors is expiring
at the Annual Meeting. Accordingly, beginning at the
Annual Meeting, each of our directors will stand for elec-
tion each year for a one-year term, and our Board will no
longer be divided into three classes.

How often did the Board meet in 2018?

Directors are expected, absent extraordinary circum-
stances, to attend all Board meetings and meetings of
committees on which they serve. Our Board met 11 times
and the committees collectively met 16 times during
2018.In 2018, overall attendance at Board and committee
meetings was over 95% and all directors attended at least

75% of the aggregate total of meetings of the Board and
committees on which the director served. Our indepen-
dent directors meet privately in executive session without
management present at each regularly scheduled Board
meeting. Our independent Chairman leads these Board
executive sessions.

What is the Board’s policy regarding director attendance

at the Annual Meeting?

All directors are encouraged to attend the Annual Meeting. Eleven of our 12 directors attended the 2018 annual meeting

of the Company’s stockholders.

How are director nominees selected?

The Nominating and Governance Committee is responsi-
ble for recommending director candidates to the full
Board for nomination and election at the annual meetings
of stockholders. The Nominating and Governance Com-
mittee will interview a director candidate before the can-
didate is submitted to the full Board for approval. The
Nominating and Governance Committee’s charter pro-
vides that it may retain a third-party search firm to identify
candidates from time to time. The Nominating and Gov-
ernance Committee will also consider director candidates

recommended by stockholders or other sources in the
same manner as nominees identified by the Committee.
For a stockholder to submit a candidate for consideration
by the Nominating and Governance Committee, a stock-
holder must notify the Company’s Corporate Secretary by
mail at Yum China Holdings, Inc., 7100 Corporate Drive,
Plano, Texas 75024 or at Yum China Holdings, Inc., Yum
China Building, 20 Tian Yao Qiao Road, Shanghai
200030, People’s Republic of China.

YUM CHINA - 2079 Proxy Statement | 11
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GOVERNANCE OF THE COMPANY

In accordance with the Corporate Governance Principles,
our Board seeks members from diverse professional
backgrounds who combine a broad spectrum of experi-
ence and expertise with a reputation for integrity. Direc-
tors should have experience in positions with a high
degree of responsibility and be leaders in the companies
or institutions with which they are affiliated, and are
selected based upon contributions they can make to the
Board and management. The Nominating and Gover-
nance Committee seeks to complete customary vetting
procedures and background checks with respect to indi-
viduals suggested for potential Board membership by
stockholders of the Company or other sources. Ten of our

current directors joined the Board in connection with the
spin-off from YUM in 2016. In 2017, the Board expanded
its size from ten directors to 12 directors and appointed
Ms. Joey Wat and Mr. William Wang as directors.
Ms. Wat serves as the Chief Executive Officer of the
Company and Mr. Wang was identified to the Company
by Primavera pursuant to the shareholders agreement dis-
cussed below. The new director nominee, Mr. Cyril Han,
has been serving as the non-voting Board observer desig-
nated by Ant Financial since November 2016. We believe
that each of our directors and director nominees has met
the guidelines set forth in the Corporate Governance Prin-
ciples.

What are the directors’ qualifications and skills?

As listed below, our directors have experience, qualifica-
tions and skills across a wide range of public and private
companies spanning many different industries, possess-

ing a broad spectrum of experience both individually and
collectively. They bring a diverse mix of regional, indus-
try and professional expertise to the Company.

Director Qualifications and Skills
(Number of Directors)

Industry

Information Technology

Regional (China/Asia Pacific)

-b I
~
©

How does the composition of our Board reflect diversity?

The Nominating and Governance Committee seeks to
recommend nominees that bring a unique perspective to
the Board in order to contribute to the collective diversity
of the Board. As a part of this process, in connection with
director nominations, the Nominating and Governance
Committee considers several factors to ensure the entire
Board collectively embraces a wide variety of character-

12 | YUM CHINA - 2019 Proxy Statement

istics, including professional background, experience,
skills and knowledge. Each director nominee will gener-
ally exhibit different and varying degrees of these charac-
teristics. With respect to the Company’s current slate of
director nominees, the Company also benefits from the
diversity inherent from differences in Board member age,
gender, race and ethnicity.



GOVERNANCE OF THE COMPANY

Can stockholders nominate directors for election to the

Board?

Yes, under our amended and restated bylaws, stockhold-
ers may nominate persons for election as directors at an
annual meeting by following the procedures described
under “Additional Information.”

In addition, our amended and restated bylaws include
provisions permitting, subject to certain terms and condi-
tions, stockholders owning at least 3% of the outstanding
shares of Company common stock for at least three con-

secutive years to use our annual meeting proxy statement
to nominate a number of director candidates not to exceed
20% of the number of directors in office, subject to reduc-
tion in certain circumstances. Because we have been an
independent publicly traded company for less than three
years, stockholders will not be able to nominate directors
for election using these proxy access procedures until the
2020 annual meeting of the Company’s stockholders.

What is the Board’s leadership structure?

Our Board is currently led by an independent Chairman,
Dr. Fred Hu. Our Board believes that Board independence
and oversight of management are effectively maintained
through a strong independent Chairman and through the

Board’s composition, committee system and policy of

having regular executive sessions of non-management
directors, all of which are discussed below this section.
Further, separating the Chairman and Chief Executive
Officer roles enables the Chairman to focus on corporate
governance matters and the Chief Executive Officer to

focus on the Company’s business. We find that this struc-
ture works well to foster an open dialogue and construc-
tive feedback among the independent directors and
management. It further allows the Board to effectively
represent the best interests of all stockholders and con-
tribute to the Company’s long-term success.

To promote effective independent oversight, the Board
has adopted a number of governance practices discussed
below.

What are the Company’s governance policies and ethical

guidelines?

* Board Committee Charters. The Audit Committee,
Compensation Committee, Nominating and Gover-
nance Committee and Food Safety Committee of the
Board of Directors operate pursuant to their respective
written charters. These charters were approved by the
Board of Directors and are reviewed annually by the
respective committees. Each charter is available on the
Company’s website at ir.yumchina.com.

* Governance Principles. The Board of Directors has
adopted Corporate Governance Principles, which are
intended to embody the governance principles and pro-
cedures by which the Board functions. These principles
are available on the Company’s website at
ir.yumchina.com.

Ethical Guidelines. YUMC’s Code of Conduct was
adopted to emphasize the Company’s commitment to

the highest standards of business conduct. The Code of

Conduct also sets forth information and procedures for
employees to report ethical or accounting concerns,

misconduct or violations of the Code of Conduct in a

confidential manner. The Code of Conduct applies to all
directors and employees of the Company, including the
principal executive officer, the principal financial offi-
cer and the principal accounting officer. All employees
of the Company are required, on an annual basis, to
complete the Yum China Code of Conduct Question-
naire and certify in writing that they have read and
understand the Code of Conduct. The Code of Conduct
is available on the Company’s website at

ir.yumchina.com. The Company intends to post

amendments to or waivers from the Code of Conduct
(to the extent applicable to directors or executive offi-
cers) on this website.
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GOVERNANCE OF THE COMPANY

What other significant Board governance practices does
the Company have?

* Annual Election of Directors. In accordance with our ¢ Retirement Policy. Pursuant to our Corporate Gover-
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Amended and Restated Certificate of Incorporation, our
directors are elected to serve a one-year term beginning
at the Annual Meeting.

* Role of Lead Director. Our Corporate Governance
Principles require the independent directors to appoint a
Lead Director when the Chairman does not qualify as
independent in accordance with the applicable rules of
the NYSE. The Company currently does not have a
Lead Director because the Chairman of the Board is
independent.

Executive Sessions. Our independent and non-
management directors meet regularly in executive ses-
sion. The executive sessions are attended only by the
independent and non-management directors and are
presided over by the independent Chairman. Our inde-
pendent directors also meet in executive session at least
once per year.

Board and Committee Evaluations. The Board rec-
ognizes that a thorough, constructive evaluation process
enhances our Board’s effectiveness and is an essential
element of good corporate governance. Each year, the
Nominating and Governance Committee oversees the
design and implementation of the evaluation process,
focused on the Board’s contribution to the Company
and on areas in which the Board believes a better con-
tribution could be made. In addition, each of the Audit
Committee, the Compensation Committee and the
Nominating and Governance Committees also con-
ducts a similar annual self-evaluation pursuant to their
respective charters. Written questionnaires solicit feed-
back from each director on a wide range of issues,
including Board/committee composition and leader-
ship, meetings, responsibilities and overall effective-
ness. A summary of the Board and committee
evaluation results is discussed with the Board and with
the respective committees, and policies and practices
are updated in response to the evaluation results. Direc-
tor suggestions for improvements to evaluation ques-
tionnaires and processes are considered for
incorporation for the following year.

14 | YUM CHINA - 20179 Proxy Statement

nance Principles, independent or non-management
directors may not stand for re-election to the Board after
they have reached the age of 75, unless the Board unan-
imously elects to have the director stand for re-election.

Limits on Director Service on Other Public Com-
pany Boards. Our Corporate Governance Principles
provide that directors may serve on no more than four
other public company boards. The Company’s Chief
Executive Officer, if a director, may serve on no more
than two other public company boards. All directors are
expected to advise the Chairman and the Chair of the
Nominating and Governance Committee prior to
accepting any other public company directorship or any
assignment to the audit committee or compensation
committee of other public company boards.

Majority Voting Policy. Our amended and restated
bylaws require majority voting for the election of direc-
tors in uncontested elections. This means that director
nominees in an uncontested election for directors must
receive a number of votes “FOR” their election in
excess of 50% of the number of votes cast with respect
to that director’s election. The Corporate Governance
Principles further provide that any incumbent director
who does not receive a majority of “FOR” votes will
promptly tender to the Board his or her resignation from
the Board. The resignation will specify that it is effec-
tive upon the Board’s acceptance of the resignation.
The Board will, through a process managed by the
Nominating and Governance Committee and excluding
the nominee in question, accept or reject the resignation
and publicly disclose the Board’s decision regarding the
resignation and the rationale behind the decision within
90 days from the date of the certification of the election
results.

Access to Management and Employees. Our direc-
tors have complete and open access to senior members
of management. Our Chief Executive Officer invites
key employees of the Company to attend Board ses-
sions at which the Chief Executive Officer believes they
can meaningfully contribute to Board discussion.



* Access to Outside Advisors. The Board and Board
committees have the right to consult and retain inde-
pendent legal and other advisors at the expense of the
Company. The Audit Committee has the sole authority
to appoint, determine funding for and replace the inde-
pendent auditor. The Compensation Committee has the
sole authority to retain any advisor to assist it in the per-
formance of its duties, after taking into consideration all

GOVERNANCE OF THE COMPANY

factors relevant to the advisor’s independence from
management. The Nominating and Governance Com-
mittee has the sole authority to retain search firms to be
used to identify director candidates. The Food Safety
Committee has the authority to consult and retain any
advisor to assist it in connection with the exercise of its
responsibilities and authority.

What is the Board’s role in risk oversight?

The Board maintains overall responsibility for overseeing
the Company’s risk management framework. In further-
ance of its responsibility, the Board has delegated specific
risk-related responsibilities to the Audit Committee, the
Compensation Committee and the Food Safety Commit-
tee.

Audit Committee

The Audit Committee engages in substantive discussions
with management regarding the Company’s major risk
exposures and the steps management has taken to monitor
and control such exposures, including the Company’s risk
assessment and risk management policies. Our Head of
Corporate Audit reports directly to the Audit Committee,
as well as our Chief Financial Officer. The Audit Com-
mittee also receives reports at each committee meeting
regarding legal and regulatory risks from management
and meets periodically in separate executive sessions with
our independent auditor and our Head of Corporate Audit.
The Chief Legal Officer reports regularly to the Audit
Committee on the Company’s key risk areas and compli-
ance programs. The Audit Committee periodically pro-
vides a summary to the full Board of the risk areas
reviewed together with any other risk-related subjects dis-

cussed at the Audit Committee meeting. Alternatively, the
Board may review and discuss directly with management
the major risks arising from the Company’s business and
operations.

Compensation Committee

The Compensation Committee considers the risks that
may be implicated by our compensation programs
through a risk assessment conducted by management and
reports its conclusions to the full Board. This oversight
helps ensure the Company’s compensation programs
align with the Company’s goals and compensation phi-
losophies and, along with other factors, operate to miti-
gate against the risk that such programs would encourage
excessive or inappropriate risk-taking.

Food Safety Committee

The Food Safety Committee assists the Board in its over-
sight of the Company’s practices, programs, procedures
and initiatives relating to food safety. The Food Safety
Committee also monitors trends, issues and concerns
affecting the Company’s food safety practices, and the
risks arising therefrom, in light of the Company’s overall
efforts related to food safety.

How does the Board oversee cybersecurity risk?

The Board and the Audit Committee are involved in over-
sight of the Company’s cybersecurity risk. The Audit
Committee has primary responsibility for oversight of

cybersecurity risk and engages in regular discussion with
management regarding cybersecurity risk mitigation and
incident management. Management provides reports in
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GOVERNANCE OF THE COMPANY

areas such as the Company’s cybersecurity governance
processes, cybersecurity incident response system and
applicable cybersecurity laws, regulations and standards,
status of projects to strengthen internal cybersecurity, the

evolving threat environment, vulnerability assessments,
specific cybersecurity incidents and management’s
efforts to monitor, detect and prevent cyber threats to the
Company.

What is the Board’s role in management development and

succession planning?

The Board considers management development and suc-
cession planning to be a critical part of our Company’s
long-term strategy. In accordance with our Corporate
Governance Principles, the Board reviews the Company’s
succession planning, including succession planning in the
case of retirement of the Chief Executive Officer of the
Company. The Chief Executive Officer periodically
reports to the Board with regard to his or her recommen-

dations for potential successors to senior executive posi-
tions and development plans for such individuals. In addi-
tion, the Board reviews recommendations from the
Compensation Committee with regard to the performance
evaluation of the Chief Executive Officer, which the
Compensation Committee conducts annually, in accor-
dance with its charter.

How does the Board determine which directors are

considered independent?

The Company’s Corporate Governance Principles,
adopted by the Board, require that a majority of the direc-
tors qualify as independent in accordance with the appli-
cable rules of the NYSE. The Board determines on an
annual basis whether each director qualifies as indepen-
dent pursuant to the applicable rules of the NYSE.

Pursuant to the Corporate Governance Principles, the
Board undertook its annual review of director indepen-
dence. During this review, the Board considered transac-
tions and relationships between each director or any
member of his or her immediate family and the Company
and its subsidiaries and affiliates. As provided in the Cor-
porate Governance Principles, the purpose of this review
was to determine whether any such relationships or trans-
actions were inconsistent with a determination that the
director is independent.

16 | YUM CHINA - 2079 Proxy Statement

As a result of the review, the Board affirmatively deter-
mined that all of the directors and director nominees are
independent of the Company and its management under
NYSE rules, with the exception of Micky Pant and Joey
Wat. Mr. Pant is not considered an independent director
because he currently serves as Senior Advisor to the
Company and formerly served as Chief Executive Officer
of the Company. Ms. Wat is not considered an indepen-
dent director because she is the current Chief Executive
Officer of the Company.

In reaching this conclusion, the Board determined that
Dr. Hu, Messrs. Bassi, Campbell, Chan, Ettedgui, Han,
Hsieh, Linen, Shao and Wang and Ms. Lu had no material
relationship with the Company other than, in the case of
directors standing for re-election, their relationship as a
director.



GOVERNANCE OF THE COMPANY

How do stockholders communicate with the Board?

Stockholders or other parties who wish to communicate
directly with the non-management directors, individually
or as a group, or the entire Board may do so by writing to
the Nominating and Governance Committee, c¢/o the Cor-
porate Secretary, Yum China Holdings, Inc., 7100 Cor-
porate Drive, Plano, Texas, 75024. The Nominating and
Governance Committee of the Board has approved a pro-
cess for handling correspondence received by the Com-
pany and addressed to non-management members of the
Board or the entire Board. Under that process, the Corpo-
rate Secretary of the Company reviews all such corre-
spondence and regularly forwards to a designated
member of the Nominating and Governance Committee
copies of all such correspondence (except commercial

correspondence and correspondence that is duplicative in
nature) and a summary of all such correspondence. Direc-
tors may at any time review a log of all correspondence
received by the Company that is addressed to members of
the Board and request copies of any such correspondence.
Written correspondence from stockholders relating to
accounting, internal controls or auditing matters are
brought to the attention of the Chairperson of the Audit
Committee and to the internal audit department and are
handled in accordance with procedures established by the
Audit Committee with respect to such matters (described
below). Correspondence from stockholders relating to
Compensation Committee matters are referred to the
Chairperson of the Compensation Committee.

How do the Board and management engage with

stockholders?

Our Board and management are committed to regular
engagement with our stockholders. In 2018, we contacted
our top 25 stockholders and other selected stockholders,
which comprise holders of approximately 54% of the out-
standing shares of Company common stock, in order to
solicit their input on important governance, executive
compensation and other matters. Additionally, our senior
management team, including our Chief Executive Officer
and Chief Financial Officer, regularly engage in mean-
ingful dialogue with our stockholders, including through
our quarterly earnings calls and investor conferences and

meetings. Our senior management team regularly reports
to our Board and, as applicable, committees of our Board,
regarding stockholder views.

We evaluate and respond to the views voiced by our
stockholders. As a result of our stockholder engagement
process in recent years, we have expanded our disclosures
on risk oversight, directors’ experience and expertise,
succession planning and the further development of our
compensation program in this proxy statement.

What are the Company’s policies on reporting of
concerns regarding accounting and auditing matters?

The Audit Committee has established policies on reporting
concerns regarding accounting and auditing matters in
addition to our policy on communicating with our
non-management directors. Any employee may, on a con-
fidential or anonymous basis, submit complaints or con-
cerns regarding accounting or auditing matters to the Chief
Legal Officer of the Company through the Company’s

Employee Hotline or by e-mail or regular mail. If an
employee is uncomfortable for any reason contacting the
Chief Legal Officer, the employee may contact the Chair-
person of the Audit Committee. The Chief Legal Officer
maintains a log of all complaints or concerns, tracking their
receipt, investigation and resolution and prepares a periodic
summary report thereof for the Audit Committee.
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GOVERNANCE OF THE COMPANY

What are the Committees of the Board?

The Board of Directors has standing Audit, Compensation, Nominating and Governance and Food Safety Committees.
Set forth below is a summary of the functions of each committee, the members of each committee as of March 29, 2019
and the number of meetings each committee held in 2018.

Audit Committee * Possesses sole authority regarding the selection and retention of the independent auditor
Louis T. Hsich, Chair . Rev%ews and has oversight ovetr.the Con}pan)f s internal audit function ‘ .
Peter A Bassi * Reviews and approves all auditing services, internal control-related services and permit-
Ed Yiu-Cheong Chan ted r}on—audlt. services to be perfqrmec} for the Company by the erpendent audltc?r

Ruby Lu * Reviews the independence, qualification and performance of the independent auditor

* Reviews and discusses with management and the independent auditor any major issues as
Number of meetings held o the adequacy of the Company’s internal controls, any special steps adopted in light of
in2018:8 material control deficiencies and the adequacy of disclosures about changes in internal
control over financial reporting
Reviews and discusses with management and the independent auditor the annual audited
financial statements, results of the review of the Company’s quarterly financial state-
ments and significant financial reporting issues and judgments made in connection with
the preparation of the Company’s financial statements
Reviews the Company’s accounting and financial reporting principles and practices,
including any significant changes thereto
Advises the Board with respect to Company policies and procedures regarding compli-
ance with applicable laws and regulations and with the Company’s Code of Conduct
Discusses with management the Company’s major risk exposures and the steps manage-
ment has taken to monitor and control such exposures, including the Company’s risk
assessment and risk management policies. Further detail about the role of the Audit Com-
mittee in risk assessment and risk management is included in the section entitled “What is
the Board’s role in risk oversight?”
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The Board of Directors has determined that all of the members of the Audit Committee are independent within the meaning
of applicable SEC regulations and the listing standards of the NYSE and that Mr. Hsieh, the Chairperson of the Committee,
is qualified as an audit committee financial expert within the meaning of SEC regulations. The Board has also determined
that each member has accounting and related financial management expertise within the meaning of the listing standards of
the NYSE and is financially literate within the meaning of the listing standards of the NYSE.
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GOVERNANCE OF THE COMPANY

Compensation * Oversees the Company’s executive compensation plans and programs and reviews and

Committee recommends changes to these plans and programs

Edouard Ettedgui, Chair . Momtors the performance of the Chief Executlve Officer and other senior executives in
. light of corporate goals set by the Committee

Jonathan S. Linen ) . . .

* Reviews and approves the corporate goals and objectives relevant to the Chief Executive

William Wang , . .5 . . .
Officer’s and other senior executives’ compensation and evaluates their performance in

Number of meetings light of those goals and objectives

heldin2018: 6 * Determines and approves the compensation level of the Chief Executive Officer and

other senior executive officers based on this evaluation
* Reviews the Company’s compensation plans, policies and programs to assess the extent
to which they encourage excessive or inappropriate risk-taking or earnings manipulation
 Reviews management succession planning and makes recommendations to the Board

The Board has determined that all of the members of the Compensation Committee are independent within the meaning
of the listing standards of the NYSE.

Nominating and * Identifies and proposes to the Board individuals qualified to become Board members and
Governance recommends to the Board director nominees for each committee
Committee ¢ Advises the Board on matters of corporate governance

* Reviews and reassesses from time to time the adequacy of the Company’s Corporate

Fred Hu, Chair ..
Governance Principles and recommends any proposed changes to the Board for approval

1 o

gjlf;h]ils - Linen * Receives comments from all directors and reports annually to the Board with assessment g
of the Board’s performance @

Number of meetings * Reviews annually and makes recommendations to the Board with respect to the com- ?35
held in2018: 2 pensation and benefits of directors 5

The Board has determined that all of the members of the Nominating and Governance Committee are independent
within the meaning of the listing standards of the NYSE.

Food Safety » Reviews, evaluates and advises the Board regarding the practices, procedures, strategies
Committee and initiatives to protect food safety

Zili Shao, Chair * Reviews, evaluates and advises the Board regarding trends, issues and concerns which
Peter A. Bassi affect or could affect the Company’s food safety practices, and the risks arising there-
Christian L. Campbell from, in light of the Company’s overall efforts related to food safety

» Reviews and evaluates any corrective action taken by management to address any food
safety related risks or incident, if any, and advises the Board regarding any proposed
action in relation thereto

Number of meetings
heldin 2018: 2
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GOVERNANCE OF THE COMPANY

What are the Company’s policies and procedures with
respect to related person transactions?

Under the Company’s Related Person Transaction Poli-
cies and Procedures, the Audit Committee reviews the
material facts of all related person transactions that require
the Audit Committee’s approval and either approves or
disapproves of the entry into the related person transac-
tion. In determining whether to approve or ratify a related
person transaction, the Audit Committee will determine
whether such transaction is in, or not opposed to, the best
interest of the Company and will take into account, among
other factors it deems appropriate, whether such transac-
tion is on terms no less favorable to the Company than
terms generally available to an unaffiliated third party
under the same or similar circumstances and the extent of
the related person’s interest in the transaction. Transac-
tions, arrangements or relationships or any series of simi-
lar transactions, arrangements or relationships in which
(i) a related person has or will have a direct or indirect
material interest, (ii) the Company is a participant and
(iii) that exceed $120,000 in any calendar year are subject
to the Audit Committee’s review. Any director who is a
related person with respect to a transaction under review
may not participate in any discussion or approval of the
transaction, except that the director will provide all mate-
rial information concerning the transaction to the Audit
Committee.

Related persons are directors, director nominees, execu-
tive officers, beneficial owners of 5% or more of the out-
standing shares of Company common stock and their
immediate family members. An immediate family mem-
ber includes a person’s children, stepchildren, parents,
stepparents, spouse, siblings, mothers- and fathers-in-law,
sons- and daughters-in-law, and brothers- and
sisters-in-law and anyone sharing such person’s house-
hold (other than a tenant or employee).

After its review, the Audit Committee may approve or
ratify the transaction. The policies and procedures provide
that certain transactions are deemed to be pre-approved
even if they will exceed $120,000. These transactions
include employment of executive officers, director com-
pensation and transactions with other companies if the
aggregate amount of the transaction does not exceed the
greater of $1 million or 2% of that company’s total con-
solidated gross revenues and the related person is not an
executive officer of the other company.

Other than as described below, there were no transactions
considered to be a related person transaction from
January 1, 2018 through the date of this proxy statement.

In connection with the spin-off, on September 1, 2016,
YUM and the Company entered into investment agree-
ments with each of Pollos Investment L.P., an affiliate of
Primavera Capital Group (“Primavera’), and API (Hong
Kong) Investment Limited, an affiliate of Zhejiang Ant
Small and Micro Financial Services Group Co., Ltd.
(“Ant Financial’ and, together with Primavera, the
“Investors”). Pursuant to the investment agreements, on
November 1, 2016, Primavera and Ant Financial collec-
tively invested $460 million in Company common stock
and warrants. In connection with and at the closing of the
Investment, on November 1, 2016, the Company and the
Investors entered into a shareholders agreement, relating
to rights and obligations of the Investors as holders of
Company common stock and warrants. Pursuant to the
terms of the shareholders agreement, Primavera identified
two director designees, Dr. Hu and Mr. Wang. In addi-
tion, Ant Financial designated one non-voting Board
observer, Mr. Han, who is standing for election at the
Annual Meeting.

Does the Company require stock ownership by directors?

The Board believes that the number of shares of Company
common stock owned by each director is a personal deci-
sion. However, the Board strongly supports the position
that directors should own a meaningful number of shares
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of Company common stock and expects that a director
will not sell any shares received as director compensation
until at least 12 months following the director’s retirement
or departure from the Board.



GOVERNANCE OF THE COMPANY

The Company’s non-employee directors receive a signif-  emphasis on the equity component of director compensa-
icant portion of their annual compensation in shares of  tion serves to further align the interests of directors with
Company common stock. The Company believes thatthe  those of our stockholders.

Does the Company require stock ownership by executive
officers?

The Board has adopted Stock Ownership Guidelines, their interests with those of stockholders. See “Executive
which require executive officers to own a substantial ~ Compensation—Stock Ownership Guidelines” for more
amount of Company common stock in order to promote  information.

an ownership mentality among management and align

How many shares of Company common stock do the
directors and executive officers own?

Stock ownership information for our directors and executive officers is shown under “Stock Ownership Information.”

Does the Company have a policy on hedging or other
speculative trading in Company common stock?
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Directors, executive officers and certain other designated employees are prohibited from speculative trading in Company
common stock, including trading in puts, calls or other hedging or monetization transactions.

How are directors compensated?

Employee directors do not receive additional compensation for serving on the Board of Directors. The annual compen-
sation for each director who is not an employee of the Company is discussed under ‘2018 Director Compensation.”
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MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 1.

Our Board currently consists of 12 directors divided into
three classes of equal size. As a result of a
de-classification process implemented in connection with
the spin-off, the term of each class of directors is expiring
at the Annual Meeting. Accordingly, beginning at the
Annual Meeting, each of our directors will stand for elec-
tion each year for a one-year term, and our Board will no
longer be divided into three classes.

In accordance with the Board’s retirement policy,
Mr. Jonathan S. Linen is not standing for re-election at the
Annual Meeting. The Board thanks Mr. Linen for his
dedicated service to the Company. Upon the recommen-
dation of the Nominating and Governance Committee,
the Board has nominated Mr. Cyril Han, who currently
serves as a non-voting Board observer pursuant to the
shareholders agreement discussed above, for election at
the Annual Meeting.

Who are the director nominees?

Each of the director nominees, other than Mr. Han, cur-
rently serves as a director of the Company. Each nominee
has been nominated by the Board for election at the
Annual Meeting to hold office for a one-year term. If
elected, the nominees will hold office until the 2020
annual meeting of the Company’s stockholders and until
their respective successors have been duly elected and
qualified or until their earlier death, resignation or
removal.

The biographies of each of the nominees below contain
information regarding the person’s service as a director,
business experience, director positions held currently or at
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Election of Directors

any time during the last five years, information regarding
involvement in certain legal or administrative
proceedings, if applicable, and the experiences, qualifica-
tions, attributes or skills that caused the Nominating and
Governance Committee and the Board to determine that
the person should serve as a director for the Company. In
addition to the information presented below regarding
each nominee’s specific experience, qualifications, attrib-
utes and skills that led our Board to the conclusion that he
or she should serve as a director, we also believe that all of
our director nominees have a reputation for integrity, hon-
esty and adherence to high ethical standards. They each
have demonstrated business acumen and an ability to
exercise sound judgment, as well as a commitment of ser-
vice to the Company and our Board.

There are no family relationships among any of the direc-
tors, director nominees and executive officers of the
Company. Ages are as of March 29, 2019.

What if a nominee is unwilling or unable to serve?

That is not expected to occur. If it does, proxies may be
voted for a substitute nominated by the Board of Direc-
tors.

What vote is required to elect directors?

A nominee will be elected as a director if the number of
“FOR” votes exceeds the number of “AGAINST” votes
with respect to his or her election.

The Board of Directors recommends that you vote
FOR the election of the 12 director nominees.
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Director Nominees

Fred Hu
- Age55
b Director Since 2016

La

Fred Hu is Chairman and founder of Primavera. Dr. Hu has served as Chairman of Primavera since its inception in 2010.
Prior to Primavera, Dr. Hu served in various roles at Goldman Sachs from 1997 to 2010, including serving as Chairman
of Greater China at Goldman Sachs Group, Inc. From 1991 to 1996, Dr. Hu served as an economist at the International
Monetary Fund (IMF) in Washington D.C., where he engaged in macroeconomic research, policy consultations and
technical assistance for member country governments including China. Dr. Hu currently is a member of the board of
directors of Hong Kong Exchanges and Clearing Limited and UBS Group AG. Dr. Hu also serves as a co-director of the
National Center for Economic Research and professor at Tsinghua University, and he is also an adjunct professor at the
Chinese University of Hong Kong and Peking University. In addition, Dr. Hu is a member of the Council of Foreign
Relations’ Global Advisory Board, a member of Harvard University Global Advisory Council, and a member of the
Advisory Committees of the Harvard Kennedy School of Government, Mossavar-Rahmani Center for Business and
Government, Stanford Center for International Development, and the Jerome A. Chazen Institute of International Busi-
ness at Columbia University. He is the author of several books and other publications in the areas of economics and
finance and on China and Asian economies. Dr. Hu has advised the Chinese government on financial and pension
reform, state-owned enterprise (SOE) restructuring and macroeconomic policies. Dr. Hu is a trustee of China Medical
Board and the Co-Chairman of the Nature Conservatory’s Asia Pacific Council. Dr. Hu brings to our Board extensive
expertise in international affairs and the Chinese economy. In addition, Dr. Hu brings valuable business, strategic devel-
opment and corporate leadership experience as well as expertise in economics, finance and global capital markets.
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Joey Wat
Aged7
Director Since 2017

Joey Wat has served as the Chief Executive Officer of the Company since March 2018. Ms. Wat served as President and
Chief Operating Officer of Yum China from February 2017 to February 2018 and the Chief Executive Officer, KFC
from October 2016 to February 2017, a position she held at Yum! Restaurants China from August 2015 to October 2016.
Ms. Wat joined Yum! Restaurants China in September 2014 as President of KFC China and was promoted to Chief
Executive Officer for KFC China in August 2015. Before joining YUM, Ms. Wat served in both management and strat-
egy positions at AS Watson of Hutchison Group (“Watson”), an international health, beauty and lifestyle retailer, in the
U.K. from 2004 to 2014. Her last position at Watson was Managing Director of Watson U.K., which operates Superdrug
and Savers, two retail chains specializing in the sale of pharmacy and health and beauty products, from 2012 to 2014. She
made the transition from Head of Strategy of Watson in Europe to Managing Director of Savers in 2007. Before joining
Watson, Ms. Wat spent seven years in management consulting including with McKinsey & Company’s Hong Kong
office from 2000 to 2003. Ms. Wat brings to our Board extensive knowledge of the Company’s business and her industry
acumen acquired in the course of a career that included several leadership roles in retail companies.
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Micky Pant
Age 64
Director Since 2016

Micky Pant has served as the Vice Chairman of the Board and Senior Advisor to the Company since March 2018.
Mr. Pant served as the Chief Executive Officer of the Company from October 2016 to February 2018. He also served as
the Chief Executive Officer of the YUM China Division of YUM from August 2015 to October 2016. Commencing in
2006, Mr. Pant held a number of leadership positions at YUM, including the Chief Executive Officer of the KFC Divi-
sion, CEO of YRI, President of Global Branding for YUM, President of YRI, Chief Marketing Officer of YUM, Global
Chief Concept Officer for YUM and President of Taco Bell International. Before joining Y UM, Mr. Pant built a founda-
tion in marketing and international business with 15 years at Unilever in India and the U.K. and worked at PepsiCo, Inc.
and Reebok International Limited. From December 2014 to October 2018, Mr. Pant served as an independent director on
the board of Pinnacle Foods, Inc., where he served on the audit committee and the nominating and governance commit-
tee. Mr. Pant brings to our Board his vast knowledge of KFC and Pizza Hut best practices from around the globe and
strategic, brand building expertise. In addition, Mr. Pant brings to our Board his corporate leadership knowledge and
public company board experience.

Peter A. Bassi
Age 69
Director Since 2016

.
c
@
=
9]
Z
©
&
n
>
X
o
<
(oL,

Peter A. Bassi served as Chairman of Yum! Restaurants International (“YRI) from 2003 to 2005 and as its President
from 1997 to 2003. Prior to that position, Mr. Bassi spent 25 years in a wide range of financial and general management
positions at PepsiCo, Inc., Pepsi-Cola International, Pizza Hut (U.S. and International), Frito-Lay and Taco Bell.
Mr. Bassi currently serves as lead director and Chairman of the nominating and governance committee of BJ’s Restau-
rant, where he also serves on the audit committee and compensation committee. He has been a member of the board of
BJ’s Restaurant since 2004. He also currently serves as the Chairman of the board and the Chairman of the nominating
and governance committee of Potbelly Sandwich Works and will retire from Potbelly’s board in May 2019 after ten
years of service. Mr. Bassi served on the Value Optimization Board for the private equity firm Mekong Capital, based in
Vietnam, from 2015 to 2018. Mr. Bassi also served on the board of The Pep Boys—Manny, Moe & Jack from 2002 to
2009, and served on the board of Amrest Holdings (Poland) from 2012 to 2015. Mr. Bassi brings to our Board knowl-
edge of the restaurant industry and global franchising, as well as financial expertise and extensive public company board
and corporate governance experience.
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Christian L. Campbell
Age 68
Director Since 2016

Christian L. Campbell owns Christian L. Campbell Consulting LLC, which specializes in global corporate governance
and compliance, and he has served as the owner of that entity since February 2016. Mr. Campbell previously served as
Senior Vice President, General Counsel and Secretary of YUM from its formation in 1997 until his retirement in
February 2016. In 2001, Mr. Campbell’s role was expanded to include Chief Franchise Policy Officer. In these positions,
Mr. Campbell oversaw all legal matters at YUM and was responsible for the oversight of YUM purchasing as a director
of YUM’s purchasing cooperative with its franchisees. Prior to joining YUM, Mr. Campbell was a Senior Vice President
and General Counsel at Owens Corning, a leading global producer of fiberglass insulation and composite building mate-
rials. Prior to Owens Corning, he was Vice President and General Counsel for Nalco Chemical Company. In addition,
Mr. Campbell was a founding director of Restaurant Supply Chain Solutions, Inc. (“RSCS”), a purchasing cooperative
for YUM’s U.S. franchising partners, and he served on RSCS’s board of directors from its formation in 2001 until 2015.
Mr. Campbell brings to our Board expertise in corporate governance and corporate compliance of publicly traded com-
panies. In addition, Mr. Campbell brings to our Board extensive knowledge of the quick-service restaurant industry,
global franchising and corporate leadership.

Ed Yiu-Cheong Chan
Age 56
Director Since 2016
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Ed Yiu-Cheong Chan has served as the senior advisor to Food Union, a European based dairy company, and the senior
advisor to Food Union’s chairman since April 2018 and as a venture partner of Banyan Capital, a venture capital firm
based in Beijing, China since May 2018. In addition, Mr. Chan is a non-executive director of Treasury Wine Estates
Limited, a company listed on the Australian Securities Exchange, and an independent non-executive director of Link
Real Estate Investment Trust, which is listed on the Stock Exchange of Hong Kong Limited. Mr. Chan was Regional
Director of North Asia of the Dairy Farm Group and a director of Dairy Farm Management Services Limited from
November 2001 to November 2006. Mr. Chan was the President and Chief Executive Officer of Walmart China from
November 2006 to October 2011. Mr. Chan served as Vice Chairman of Charoen Pokphand Group Company Limited
and as an Executive Director and Vice Chairman of C.P. Lotus Corporation from 2012 to February 2018. Mr. Chan
brings to our Board knowledge of the food and beverage industry in Asia and extensive public company board and cor-
porate governance experience.
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Edouard Ettedgui
Age 67
Director Since 2016

Edouard Ettedgui has served as the non-executive Chairman of Alliance Frangaise, Hong Kong since 2016. He also
serves as a non-executive director of Mandarin Oriental International Limited, the company for which he was the Group
Chief Executive from 1998 to 2016. Prior to his time at Mandarin Oriental International, Mr. Ettedgui was the Chief
Financial Officer for Dairy Farm International Holdings, and he served in various roles for British American Tobacco,
including Business Development Director, Group Finance Controller and Group Head of Finance. Mr. Ettedgui has also
held senior finance positions in seven countries at Philips International. Mr. Ettedgui brings to our Board senior manage-
ment experience in various international consumer-product industries, extensive financial expertise and public company
board experience.

Cyril Han
Age4dl
Director Nominee

Cyril Han has served as Vice President of Ant Financial Services Group since 2014. He joined Alibaba Group, a Chinese
multinational conglomerate, as Senior Director of Corporate Finance in 2011. Before joining Alibaba Group, Mr. Han
worked at China International Capital Corporation from July 2001 to September 2011. He has served as a director of
Hundsun Technologies Inc., a company listed on the Shanghai Stock Exchange, since February 2016, and has served as a
director of ZhongAn Online P & C Insurance Co., Ltd., a company listed on the Hong Kong Stock Exchange, since
November 2016. Mr. Han brings to our Board deep knowledge and insights in the fields of finance and technology.
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Louis T. Hsieh
Age 54
Director Since 2016

Louis T. Hsieh has served as the Chief Financial Officer of NextEV (NIO Inc.), a developer of electric, autonomous
vehicles, since May 2017. Mr. Hsieh also has served as a Senior Adviser to the Chief Executive Officer since 2016 and as
a director since 2007 of New Oriental Education & Technology Group, a provider of private educational services in
China. Prior to his current role, Mr. Hsieh served as that company’s Chief Financial Officer from 2005 to 2015 and Pres-
ident from 2009 to 2016. In addition, Mr. Hsieh serves as an independent director, member of the corporate governance
committee and Chairman of the audit committee for JD.com, Inc. Previously, Mr. Hsieh served as an independent direc-
tor and Chairman of the audit committee for Nord Anglia Education, Inc. He also served as an independent director,
member of the corporate governance committee and Chairman of the audit committee for Perfect World Co., Ltd. and
China Digital TV Holding Co., Ltd. Mr. Hsieh brings to our Board corporate leadership and public company board
experience as well as his extensive financial and international business experience.
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Ruby Lu
Age48
Director Since 2016

Ruby Lu is an independent venture capitalist investing in technology start-ups in the U.S. and China. In 2006, she
co-founded DCM China, an early-stage venture capital firm. During her more than 12-year tenure at DCM, she invested
in and served as a board member for many leading technology companies including BitAuto Holdings Limited,
E-Commerce China Dangdang Inc. and Pactera Technology International Ltd. She served as an independent director and
on the audit committee of iKang Healthcare Group, Inc. before it was taken private and as an independent director and
Chairman of the special committee for iDreamSky Technologies Limited before it was taken private. She is currently an
independent director on the board of Uxin Group, where she also serves as the Chairman of the audit committee, com-
pensation committee, and nominating and governance committee. Prior to joining DCM in 2003, Ms. Lu was a Vice
President in the technology, media and telecommunications investment banking group of Goldman Sachs & Co. in
Menlo Park, California. Ms. Lu brings to our Board public company board experience as well as extensive financial and
global market experience.

Zili Shao
Age 59
Director Since 2016

of| My
Zili Shao has served as the non-executive Chairman of Fangda Partners, a leading PRC law firm, since June 2017.
Mr. Shao served as Co-Chairman and Partner at King & Wood Mallesons China, a law firm, from April 2015 to May
2017. Mr. Shao is also the founder of MountVue Capital Management Co. Ltd., a special situations private equity fund.
From 2009 to 2015, Mr. Shao held various positions with JPMorgan Chase & Co., a financial services company, includ-
ing Chairman and Chief Executive Officer of JPMorgan China, Vice Chairman of JPMorgan Asia Pacific and Chairman
of JPMorgan Chase Bank (China) Company Limited. Prior to JPMorgan, he was a partner with Linklaters LLP, a global
law firm. He held positions as Greater China managing partner and managing partner of Asia Pacific. Mr. Shao is cur-
rently a director on the board of Elife Holdings Limited, a Hong Kong listed company, and a member of the audit com-
mittee of Bank of Montreal (China) Co., Ltd. Mr. Shao brings to our Board extensive professional experience in Asia and
public company board and corporate governance experience.
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William Wang
Aged4d
Director Since 2017

b 4

William Wang is one of the founding partners of Primavera Capital Group, (“Primavera”). Prior to Primavera,
Mr. Wang served as a Managing Director of Goldman Sachs Merchant Banking/Principal Investment Area (“GS”),
where he led significant successful investments in China for the group. Prior to GS, Mr. Wang worked in Investment
Banking Division and Private Equity Group of China International Capital Corporation Limited (CICC). Mr. Wang cur-
rently serves as a director on the board of Geely Automobile Holdings Limited, a Hong Kong listed company, and Sun-
lands Online Education Group, an NYSE listed company, in addition to directorships at Primavera’s portfolio
companies. Mr. Wang brings to our Board deep knowledge and investment insights of the Chinese market.
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MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 2. Ratification of Independent Auditor

What am I voting on?

We are asking stockholders to approve a proposal to ratify
the appointment of KPMG Huazhen LLP (“KPMG”) as
our independent auditor for 2019. KPMG has served as
our independent auditor since 2016.

As part of its audit engagement process, the Audit Com-
mittee considers on at least an annual basis the engage-
ment of the independent auditor. In deciding to engage
KPMG as the independent auditor for 2019, the Audit
Committee considered:

* KPMG’s performance in 2018;
* KPMG’s independence;

* The depth and expertise of the KPMG’s audit team,
including its understanding of the Company’s industry,
business, operations and systems, as well as accounting
policies and processes;

* The appropriateness of KPMG’s fees;

* A consideration of KPMG’s known legal risks and sig-
nificant proceedings that may impair its ability to per-
form the audit; and

* KPMG’s tenure as the Company’s independent auditor.

KPMG rotates its lead audit engagement partner every
five years. The Audit Committee is directly involved in
the evaluation of the lead audit engagement partner to
ensure that the he or she is appropriately qualified to lead
the Company’s audit. After considering the criteria set
forth above, the Audit Committee believes that retaining
KPMG as the Company’s independent auditor is in the
best interests of the Company and its stockholders.

Will a representative of KPMG be present at the
Annual Meeting?

Representatives of KPMG will be present at the Annual
Meeting, will have the opportunity to make a statement if
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they desire and will be available to respond to appropriate
questions from stockholders.

What vote is required to approve this proposal?

Approval of this proposal requires the affirmative vote of
a majority of the shares present in person or represented
by proxy and entitled to vote at the Annual Meeting.

The Audit Committee and the Board of Directors
recommend that you vote FOR approval of this
proposal.

What were KPMG’s fees for audit and other
services for 2018 and 2017?

The following table presents fees for professional services
rendered by KPMG for the audit of the Company’s
annual financial statements, and fees billed for audit-
related services, tax services and all other services ren-
dered by KPMG for 2018 and 2017. All KPMG services
for 2018 and 2017 were approved in advance by the Audit
Committee specifically or pursuant to procedures outlined
below.

2018 2017
Audit fees™ .. ........... $ 2,973,606 $ 3,039,981
Audit-related fees®@ . ...... 11,446 25,434
Taxfees® ............... 22,766 16,547
All otherfees ............ — —
TOTALFEES............ $ 3,007,818 $ 3,081,962

(1)  Audit fees include fees for the audit of the annual
consolidated financial statements included in the
Company’s annual reports, reviews of the interim
condensed consolidated financial —statements
included in the Company’s quarterly reports, and
services related to statutory filings or engagements.

(2)  Audit-related fees include audits of financial state-
ments of certain employee benefit plans, agreed
upon procedures and other attestations.



(3) Tax fees consist principally of fees for tax filling
assistance services.

What is the Company’s policy regarding the
approval of audit and non-audit services?

The Audit Committee has implemented a policy for the
pre-approval of all audit and permitted non-audit services,
including tax services, proposed to be provided to the
Company by its independent auditor. Under the policy,
the Audit Committee may approve engagements on a
case-by-case basis or pre-approve engagements on a cate-
gorical basis pursuant to the Audit Committee’s
pre-approval policy. The Audit Committee may delegate
pre-approval authority to one of its independent members
and has currently delegated pre-approval authority up to
certain amounts to its Chairperson.

In considering pre-approvals, the Audit Committee con-
siders the nature, scope and fees of the service to be pro-
vided to the Company as well as the principles and

MATTERS REQUIRING STOCKHOLDER ACTION

guidance established by the SEC and the Public Company
Accounting Oversight Board (“PCAOB”) with respect to
auditor independence. Services as to which a general
pre-approval has been granted on an annual basis are
effective for the applicable year. Any proposed service for
which the estimated fees would cause the total fees for
that class of service to exceed the applicable estimated fee
threshold requires specific approval by the Audit Com-
mittee or its delegate.

The Principal Accounting Officer monitors the perfor-
mance of all services provided by the independent auditor
and determines whether such services are in compliance
with this policy. The Principal Accounting Officer reports
periodically to the Audit Committee with respect to com-
pliance with this policy and the status of outstanding
engagements, including actual services provided by the
independent auditor and associated fees, and must
promptly report to the Chairperson of the Audit Commit-
tee any non-compliance (or attempted non-compliance)
with this policy of which the Corporate Controller
becomes aware.
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MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 3. Advisory Vote on Named Executive Officer

Compensation

What am I voting on?

In accordance with SEC rules, we are asking stockholders
to approve, on a non-binding basis, the compensation of
the Company’s named executive officers as disclosed in
this proxy statement. This non-binding advisory vote is
also known as the “Say on Pay” vote. This is not a vote on
the Company’s general compensation policies or the
compensation of the Board. At the 2018 annual meeting
of the Company’s stockholders, approximately 93% of
the votes cast by our stockholders were voted in approval
of the compensation of our named executive officers as
disclosed in the 2018 proxy statement.

Our performance-based executive compensation program
is designed to attract, reward and retain the talented lead-
ers necessary for our Company to succeed in the highly
competitive market for talent, while maximizing stock-
holder returns. This approach has made our management
team a key driver in the Company’s strong performance
over both the long and short term. We believe that our
compensation program has attracted and retained strong
leaders, and is closely aligned with the interests of our
stockholders.

In deciding how to vote on this proposal, we urge you to
read the Compensation Discussion and Analysis section
of this proxy statement, which discusses in detail how our
compensation policies and procedures operate and are
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designed to meet our compensation goals and how our
Compensation Committee makes compensation deci-
sions under our programs.

Accordingly, we ask our stockholders to vote in favor of
the following resolution at the Annual Meeting:

“RESOLVED, that the compensation paid to the named
executive officers, as disclosed in the Compensation Dis-
cussion and Analysis, the compensation tables and related
materials included in the proxy statement, is hereby
approved.”

What vote is required to approve this proposal?

Approval of this proposal requires the affirmative vote of
a majority of shares present in person or represented by
proxy and entitled to vote at the Annual Meeting. While
this vote is advisory and non-binding on the Company,
the Board of Directors and the Compensation Committee
will review the voting results and consider stockholder
concerns in their continuing evaluation of the Company’s
compensation program.

What is the recommendation of the Board of
Directors?

The Board of Directors recommends that you vote
FOR approval of this proposal.



STOCK OWNERSHIP INFORMATION

Who are our largest stockholders?

The following table sets forth the number of shares of
Company common stock beneficially owned as of
March 12,2019 by (i) beneficial owners of more than 5%
of the outstanding shares of Company common stock,
(ii) each of the Company’s named executive officers,
(iii) each of the Company’s directors and director nomi-
nees and (iv) all of the Company’s directors and executive
officers as a group.

In accordance with SEC rules, beneficial ownership
includes all shares the stockholder actually owns benefi-
cially or of record, all shares over which the stockholder
has or shares voting or dispositive control and all shares
the stockholder has the right to acquire within 60 days of
March 12, 2019. Except as indicated in the footnotes to
the table, the Company believes that the persons named in
the table have sole voting and investment power with
respect to all shares owned beneficially by them.

Number of Shares Percent of

Name of Beneficial Owner Beneficially Owned Shares(!
More Than 5% Owners
BlackRoOCK, INC. . .. ... e 32,785,803@ 8.7%

55 East 52nd Street

New York, NY 10055
Primavera Capital Management Ltd. ................... ... ... .. ... ... 30,982,8920) 7.9%

28 Hennessy Road, 28t Floor

Hong Kong
Standard Life Aberdeen plC . ... ... . i e 23,303,4534 6.1%

1 George Street,

Edinburgh, UK EH2 2LL
Named Executive Officers
JOBY WAt . e 118,6786) *
JaCKY L0 L 4,6726) *
JONNSON HUANG . . . oo e 53,2190 *
SN NG .« vttt et e 46,9386@) *
DaNNY TaN .o e 58,7340) *
MICKY Pant . ..ttt 856,607(10 *
Non-Employee Directors and Director Nominees
Peter A, BasSi . ..ot e 51,396 *
Christian L. Campbell . ... ... 131,97401 *
Ed Yiu-Cheong Chan . .. ... e e e e e e e e e e e e e 18,586 *
Edouard Efedgui . .. ... e 15,697 *
Oyl HAN o e 0 —
LoUIS T. HSIEN . .o e e e e 50,379 *
Fred HU ..o e 19,483 *
Jonathan S. LiNeN .. ... e e 73,755(12) *
RUDY LU . 18,586 *
74 1 = T 14,900 *
WillIAM WaNG ..ottt e et e e e e e e e e e e 12,302 *
Ownership of all directors and executive officers as a group (22total) .................... 1,659,383(13) *
* Represents less than one percent

(1)  Percentage ownership is determined based on a total of 378,962,222 shares of Company common stock outstand-

ing as of March 12, 2019.
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STOCK OWNERSHIP INFORMATION

2)

©)

)

©)
(6)
()
@®)
&)
(10)

(11)

(12)

(13)

Based on Amendment No. 2 to the Schedule 13G filed by BlackRock, Inc. on February 6, 2019, which indicated
that, as of December 31, 2018, BlackRock, Inc. had sole voting power over 29,156,349 shares of Company com-
mon stock and sole dispositive power over 32,785,803 shares of Company common stock.

Based on Amendment No. 3 to the Schedule 13D filed by Primavera Capital Management Ltd. on April 3, 2018,
which indicated that, as of March 21, 2018, Primavera Capital Management Ltd. had sole voting and dispositive
power over 30,982,892 shares of Company common stock, Pollos Investment GP Ltd. shared voting and disposi-
tive control over 16,364,778 shares of Company common stock and Pollos L.L.C. shared voting and dispositive
control over 14,618,114 shares of Company common stock. Such amounts include 14,618,114 shares underlying
outstanding Warrants.

Based on Amendment No. 2 to the Schedule 13G filed by Standard Life Aberdeen plc on February 12, 2019,
which indicated that, as of December 31, 2018, Standard Life Aberdeen plc had shared voting power over
17,783,320 shares of Company common stock and shared dispositive power over 23,303,453 shares of Company
common stock.

Includes 70,216 shares issuable upon the exercise of vested stock appreciation rights (“SARs”).

Includes 3,799 shares issuable upon the exercise of vested SARs.

Includes 38,454 shares issuable upon the exercise of vested SARs.

Includes 15,202 shares issuable upon the exercise of vested SARSs.

Includes 38,106 shares issuable upon the exercise of vested SARSs.

Includes 566,694 shares issuable upon the exercise of vested SARs.

Includes 85,791 shares issuable upon the exercise of vested SARs. Also includes 80 shares held by
Mr. Campbell’s spouse.

Includes 11,006 shares issuable upon the exercise of vested SARs. Also includes 4,000 shares held by Mr. Linen’s
spouse.

Includes 926,093 shares issuable upon the exercise of vested SARs.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING

COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as
amended, requires our directors, executive officers and
persons who own more than 10% of the outstanding
shares of Company common stock to file with the SEC
reports of their ownership and changes in their ownership
of Company common stock. Directors, executive officers
and greater-than-ten percent stockholders are also
required to furnish to us copies of all ownership reports

they file with the SEC. To our knowledge, based solely on
areview of the copies of such reports and representations
by our directors and executive officers that no other
reports were required, all of the reports required to be filed
by such persons during 2018 were timely filed, except that
a Form 4 filed on November 14, 2018 by Ms. Xueling Lu
reported one late transaction.
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EXECUTIVE COMPENSATION

COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis (our  Our named executive officers (“NEOs”) consist of our

“CD&A”) provides an overview of our executive com- Chief Executive Officer, our Chief Financial Officer, our

pensation program for 2018 and our executive compen-  three other most highly compensated executive officers

sation philosophies and objectives. for 2018 and our former Chief Executive Officer. For
2018, our NEOs were:

Name Title

Joey Wat Chief Executive Officer (“CEO”)*

Jacky Lo Chief Financial Officer and Treasurer (“CFO”)

Johnson Huang General Manager, KFC

Shella Ng Chief Legal Officer and Corporate Secretaryt

Danny Tan Chief Supply Chain Officer

Micky Pant Senior Advisor to the Company and Former CEO*

* In early 2018, we experienced a transition in the CEO role, which resulted in various NEO compensation adjust-

ments as described in this CD&A. In September 2017, the Company promoted Ms. Wat to the position of CEO, to
succeed to the role upon Mr. Pant stepping down as CEO on March 1, 2018. In connection with the CEO transi-
tion, Mr. Pant entered into a transition agreement pursuant to which he will remain an employee of the Company,
serving as Senior Advisor for a two-year period.

T As previously disclosed, on March 18, 2019, Ms. Ng notified the Company that she intends to resign as Chief
Legal Officer and Corporate Secretary, effective April 30, 2019. Ms. Ng entered into a term employment agree-
ment pursuant to which she will serve as senior consultant from May 1, 2019 to November 30, 2019.
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This CD&A is divided into four sections:

Executive Summary ¢ 2018 Business Overview and Performance Highlights
* Alignment of Executive Compensation Program with Business Performance
* Recent Compensation Highlights
* Pay Components
* Executive Compensation Practices

* Stockholder Engagement

Elements of the Executive * Base Salary

C tion P
ompensation Frogram ¢ Annual Performance-Based Cash Bonuses

* Long-Term Equity Incentives
e Other Elements of Executive Compensation Program

* 2018 NEO Compensation and Performance Summary

How Compensation « Executive Compensation Philosophy

Decisions Are Mad . .
caisions Are Made * Role of the Compensation Committee
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EXECUTIVE COMPENSATION

* Role of the Independent Consultant

* Competitive Market Review

Compensation Policies
and Practices

* Payments upon Termination of Employment

* Compensation Recovery Policy

* Equity-Based Awards Grant Policy

* Stock Ownership Guidelines

* Hedging and Pledging of Company Stock

Executive Summary

2018 Business
Highlights

Overview and Performance

2018, the Company’s second full calendar year as an
independent, public company, was a year of significant
financial and operational accomplishments for the Com-
pany despite softer trading conditions. As of the end of
2018, the Company was the largest restaurant company in
China, operating over 8,400 restaurants. Our restaurant
base consists of KFC, the leading quick-service restaurant
brand in China in terms of system sales and number of
restaurants, Pizza Hut, the leading casual dining restaurant
concept in China as measured by system sales and num-
ber of restaurants, Taco Bell, East Dawning and Little
Sheep. We maintain the exclusive right to operate
and sub-license the KFC, Pizza Hut and Taco Bell brands
in China (excluding Hong Kong, Taiwan and Macau),
and own the East Dawning and Little Sheep concepts out-
right. In addition, during 2018, the Company opened thir-
teen coffee stores in four cities under the name COFFii &
JOY, aconcept developed by the Company in 2018.

Our 2018 performance highlights include the following:

* Total revenue increased 8% year-over-year to
$8.42 billion from $7.77 billion (6% year-over-year
increase excluding foreign currency translation

CFX7);

¢ Total system sales for the year grew 5% year-over-year,
excluding F/X;

* Same-store sales grew by 1%, excluding F/X;

* Maintained restaurant margin of 15.7%;

* Operating profit increased 21% year-over-year to
$941 million from $778 million (16% year-over-year
increase excluding F/X), and adjusted operating profit
increased 10% year-over-year to $855 million from
$775 million (6% year-over-year increase excluding
F/X);

* Net income increased 78% to $708 million from
$398 million in 2017 (70% year-over-year increase
excluding F/X), and adjusted net income increased 9%
to $606 million from $559 million in 2017 (4% year-
over-year increase excluding F/X);

* Diluted earnings per share increased 79% to $1.79 from
$1.00 in 2017, and adjusted diluted earnings per share
increased by 9% to $1.53 from $1.40 in 2017 (14%
year-over-year increase excluding the mark-to-market
loss impact of the Company’s equity investment in
Meituan Dianping);

* Opened 819 new restaurants during the year, reaching a
total of 8,484 restaurants across more than 1,200 cities;
and

* Membership for the KFC loyalty program reached
160 million, an increase of 50 million year-over-year,
and membership for the Pizza Hut loyalty program
reached 50 million, an increase of 15 million year-over-
year.

See the Company’s Annual Report on Form 10-K for the
year ended December 31, 2018 for a reconciliation of
adjusted operating profit, adjusted net income and
adjusted diluted earnings per share to the most compara-
ble GAAP financial measures.
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EXECUTIVE COMPENSATION

Alignment of Executive Compensation Program
with Business Performance

The Company’s executive compensation program is
structured to support the long-term growth of the Com-
pany and create value for stockholders by aligning our
executives with business performance goals. As such, the
Compensation Committee reviews and endorses perfor-
mance goals that management believes are central to the
Company’s business performance and stockholder value
creation. Specifically, the Compensation Committee has
selected performance goals under the Company’s incen-
tive programs that are based on operating profit, same
store sales, new builds, customer satisfaction, and total
shareholder return. These performance goals comprise an
overall executive compensation program that the Com-
pensation Committee believes appropriately reflects the
Company’s emphasis on increasing profitability and rev-
enue, enhancing customer experience and creating stock-
holder value.

Recent Compensation Highlights

As part of its ongoing review of the executive compensa-
tion program during 2018, and based on input from the
Compensation Committee’s compensation consultant and
stockholder feedback, the Compensation Committee
recently implemented the following changes to the Com-
pany’s executive compensation program:

* PSU Program: In early 2018, the Compensation Com-
mittee adopted a share-settled PSU program with
awards earned based on our relative total shareholder
return (“r-TSR”) over a three-year performance com-
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pared to a peer group of 149 peer companies included in
the MSCI International China Index which as of
January 1, 2018 consisted of companies whose opera-
tions are predominantly based in Mainland China but
whose stock is listed primarily outside of Mainland
China in a currency other than Chinese Renminbi. Pay-
out under the PSU program is capped at target if the
Company’s TSR is negative over the three-year perfor-
mance period. By grant date fair value, approximately
50% of Ms. Wat’s 2018 target long-term incentive
opportunity was delivered as PSUs.

Phasing Out Certain Tax Equalization Benefits: In
connection with Ms. Wat’s appointment to the position
of CEO, we entered into a letter agreement with
Ms. Wat that provides, among other items, the elimina-
tion of tax equalization benefits other than certain
grandfathered tax equalization benefits. In addition, tax
equalization benefits for Messrs. Lo, Huang, and Tan
were also eliminated, other than certain grandfathered
tax equalization benefits. For Ms. Ng, tax equalization
benefits with respect to gains on equity awards granted
after the beginning of 2018 were eliminated.

Revised Peer Group: In September 2018, the Com-
pensation Committee adopted a new peer group com-
prised of peers based in the United States, Greater
China and Europe, which we believe represents a more
streamlined peer group, provides clearer comparability
with the Company’s pay practices, industry classifica-
tion and ownership structure, and better represents
peers with which the Company competes for executive
talent.



EXECUTIVE COMPENSATION

Pay Components

The Company’s executive compensation program has  these key elements are aligned with the Company’s com-
three primary pay components: (i) base salary; (ii) annual ~ pensation philosophy and objectives, as illustrated in the
performance-based cash bonuses or short-term incen-  following table.

tives; and (iii) long-term equity awards. We believe that

Annual
Performance- Long-Term
Based Cash Equity
Base Bonuses Incentives
Objective Salary (“STI”) (“LTI”)
Attract and retain the right talent to achieve superior stockholder
results — Competitive total reward program structure that enables pay
to vary based on role, responsibility, experience, market value and future
potential of talent in order to drive superior results year over year. ...... X X X

Reward performance — Motivate both short-term and long-term

performance through annual and long-term equity programs. A

significant portion of NEO pay is performance-based or variable and,

therefore, at-risk. .. ... e X X

Emphasize long-term value creation — The Company’s belief is

simple: if it creates long-term value for stockholders, then it shares a

portion of that value with those responsible for the results. Stock

Appreciation Rights (“SARs”) reward value creation generated from

sustained results and the favorable expectations of the Company’s

stockholders. Restricted Stock Units (“RSUs”) and, beginning in 2018,

Performance Stock Units (“PSUs”) focus on the long-term performance

of the Company and directly align the interests of the recipients with

those of the Company’s stockholders. ............. ... .. ... .. ...... X
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Drive ownership mentality — We require executives to invest in the
Company'’s success by owning a substantial amount of Company
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EXECUTIVE COMPENSATION

The following chart provides an overview of the 2018 tar-
geted total direct compensation program applicable to our
CEQ, including an overview of the PSU program appli-
cable to Ms. Wat for 2018. As demonstrated by the fol-
lowing chart, 2018 compensation for our CEO was
heavily weighted toward variable pay elements, and such

elements comprised approximately 86% of the targeted
2018 annual compensation for Ms. Wat (consisting of the
target payout opportunity under the cash bonus plan, tar-
get PSU grant and SAR grant and excluding all other
compensation reported in the 2018 Summary Compensa-
tion Table).

PSU Introduced to CEO in 2018

2018 CEO Target Total Direct Compensation

86%
At Risk
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PSU Plan Details

e 50% of target LTI by
economic value

® Measure: r-TSR
e  3-year cliff vesting

*  Peer group: 149 peer
companies included
in MSCI International
China Index




Executive Compensation Practices

The Compensation Committee reviews on an ongoing
basis the Company’s executive compensation program to
evaluate whether it supports the Company’s executive

EXECUTIVE COMPENSATION

compensation philosophies and objectives and is aligned
with stockholder interests. Our executive compensation
practices include the following, each of which the Com-
pensation Committee believes reinforces our executive
compensation philosophy and objectives:

\

ANERN

tive plan
We maintain stock ownership guidelines

We maintain a compensation recovery policy

We hold an annual “‘say on pay” vote

SN SN NN S

present

Our Executive Compensation Practices
v We deliver a significant percentage of target annual compensation in the form of variable compensation tied to
performance, with 86% of Ms. Wat’s 2018 annual targeted compensation in the form of variable pay elements
v/ Wedeliver a significant proportion of total compensation in the form of equity
We have multi-year vesting periods for equity awards

v/ We perform market comparisons of executive compensation against a relevant peer group, recognizing the dif-
ferent geographic regions where executives are sourced and recruited

We use an independent compensation consultant reporting directly to the Compensation Committee

We have double-trigger vesting for equity awards in the event of a change in control under our long-term incen-

We maintain an equity-based awards grant policy specifying pre-determined dates for annual equity grants

We maintain an annual stockholder engagement process

Our Compensation Committee regularly meets in executive session without any members of management

<X

We do not pay dividends or dividend equivalents on PSUs unless and until they vest
We do not allow repricing of underwater SARs under our long-term incentive plan without stockholder approval

X Wedonot allow hedging, short sales or pledging of our securities

Stockholder Engagement

In its compensation review process, the Compensation
Committee focuses on structuring the executive compen-
sation program to serve the interests of our stockholders.
In that respect, as part of its ongoing review of our execu-
tive compensation program, the Compensation Commit-
tee considered the approval by approximately 93% of the
votes cast for the Company’s “say on pay” vote at our
2018 Annual Meeting of Stockholders. Although the
Compensation Committee was pleased with this favor-
able outcome and interpreted this level of support as an
endorsement by our stockholders of our executive com-
pensation program and policies, the Compensation Com-

mittee has nevertheless undertaken efforts to evaluate and
further enhance our executive compensation program to
continue improving its alignment with the creation of
long-term value and the furtherance of our stockholders’
interests.

The Compensation Committee values direct and con-
structive engagement with the Company’s investors to
facilitate a continuing open dialogue to exchange ideas
with and respond to questions from investors on compen-
sation matters. During 2018, the Company reached out to
its 25 largest stockholders and other selected stockholders
(which represented more than 50% of the Company’s
outstanding shares as of September 2018) to solicit feed-
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EXECUTIVE COMPENSATION

back on a variety of corporate governance matters
(including with respect to executive compensation), with
approximately one-third of those stockholders accepting
our invitations to discuss. Management shared this stock-
holder feedback with the Compensation Committee for its
consideration in designing the Company’s executive
compensation program. Based on stockholder feedback,
this year’s CD&A has been updated to include further
detail regarding the process the Company has adopted to
make executive compensation decisions. In addition, the
Compensation Committee intends to continue to evaluate

the PSU program, including refining the metrics and con-
sidering extending the PSU program to the Company’s
executive officers other than Ms. Wat.

The Compensation Committee continuously evaluates
plan design and considers adjustments to the Company’s
compensation programs based on market and other con-
siderations. The Compensation Committee is committed
to serving the Company’s stockholders and plans to con-
tinue to engage and dialogue with stockholders as the
Company moves forward.

Elements of the Executive Compensation Program

The Company’s executive compensation program con-
sists of three primary pay components: (i) base salary;
(i1) annual performance-based cash bonuses or short-term
incentives; and (iii) long-term equity awards. The follow-
ing chart demonstrates that 2018 compensation for
Ms. Wat, our CEO, and our other NEOs (excluding
Mr. Pant) was heavily weighted toward variable pay ele-
ments, and such elements comprised approximately 86%
of the targeted 2018 annual compensation for Ms. Wat
(consisting of the target payout opportunity under the cash
bonus plan, target PSU grant and SAR grant and exclud-
ing all other compensation reported in the 2018 Summary

2018 CEO Target Compensation Mix

Compensation Table) and, on average, 68% of the tar-
geted 2018 annual compensation for such other NEOs
(consisting of the target payout opportunity under the cash
bonus plan, SAR grants and RSU grants and excluding all
other compensation reported in the 2018 Summary Com-
pensation Table). As noted above, in connection with his
stepping down as CEO, Mr. Pant entered into a two-year
transition agreement pursuant to which he will serve as a
Senior Advisor to the Company. Under the terms of the
transition agreement, Mr. Pant does not participate in our
standard executive compensation program, and accord-
ingly, we have excluded him from the chart below.

2018 Other NEOs Target Compensation Mix

Total Variable - 86%
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Base Salary

The Company provides a fixed level of cash compensa-
tion to attract and retain high-caliber talent. Base salary in
the form of cash is provided to compensate executives for
their primary roles and responsibilities. An executive’s
actual salary is dependent on factors such as the execu-
tive’s role (including the market value of the role), level of
responsibility, experience, individual performance and
future potential. The Compensation Committee annually

EXECUTIVE COMPENSATION

reviews salary levels of the Company’s executive offi-
cers.

Annual Performance-Based Cash Bonuses

The principal purpose of our cash-based annual incentive
program is to motivate and reward short-term team and
individual performance. The following is the formula that
was used to calculate 2018 performance-based annual
bonuses:

Base Salary) (0%-200%)

Target Bonus Team Individual Final
Base Salarv | x Percentage o Performance " Performance | Individual
y (As a % of Factor Factor B Performance

(0%-150%) Bonus Payout

In conjunction with setting 2018 compensation opportu-
nities, the Compensation Committee reviewed the perfor-
mance measures used in the annual incentive plan to
assess the program’s alignment of the incentive payouts
with key performance measures of the Company’s overall
business and operating segments for 2018. The measures
described below were selected because they were viewed
as key indicators of the Company’s success in executing
against its business plans.

The Compensation Committee established the perfor-
mance measures, targets and weights for the 2018 bonus
program at the beginning of the year after receiving input
and recommendations from management and the Com-
pensation Committee’s compensation consultant.

The performance objectives and targets in 2018 were
developed through the Company’s annual financial plan-
ning process, which took into account growth strategies,
historical performance and the expected future operating

environment of the Company. The performance targets
were designed to be challenging but achievable with
strong management performance. A leverage formula for
each team performance measure magnifies the potential
impact that performance above or below the performance
target will have on the calculation of the annual bonus.
This leverage increases the payouts when targets are
exceeded and reduces payouts when performance is
below target. There is a threshold level of performance for
all measures that must be met in order for any bonus to be
paid. Additionally, all measures have a cap on the level of
performance above which no additional bonus will be
paid regardless of performance above the cap.

The team performance targets, actual results, weights and
overall performance for each measure for the Company’s
NEOs are outlined below. Because the performance met-
rics were established as growth rate goals, the Company
was required to perform better than in 2017 in order to
receive a target payout.

COMPANY
Earned As a Final Team

Team Performance Measures Target Actual % of Target Weighting Performance
Adjusted Operating Profit Growth* .......... 8.7% 6.7% 73 50% 36
Same Store Sales Growth** . ................ 3.1% 0.6% 52 25% 13
System Gross New Builds .................. 583 819 200 15% 30
System Customer Satisfaction*** ............ — — 200 10% 20
FINAL COMPANY TEAM FACTOR ........... 99
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EXECUTIVE COMPENSATION

KFC
Earned As a Final Team

Team Performance Measures Target Actual % of Target Weighting Performance
Adjusted Operating Profit Growth* .......... 5.8% 7.8% 131 50% 66
Adjusted Same Store Sales Growth** ........ 3.4% 2.5% 82 25% 20
System Gross New Builds .................. 350 566 200 15% 30
System Customer Satisfaction*** ............ 82% 85% 200 10% 20
FINAL KFC TEAMFACTOR ................. 136
* Adjusted Operating Profit Growth as a team performance measure is the reported adjusted operating profit

growth, (excluding F/X) excluding the impact from items that was decided after the setting of the performance
targets, such as the launch of COFFii & JOY, and the acquisition of a minority interest in a joint venture affecting
KFC’s 2018 operating profit.

*#*  Same Stores Sales Growth is disclosed in the Annual Report on Form 10-K. Adjusted Same Store Sales Growth
as a team performance measure is adjusted for items to reflect how we evaluate same store sales growth for our
brands internally. For KFC, this goal reflects same store sales growth from Company-owned restaurants and res-
taurants operated by the Company’s unconsolidated affiliates only (and not franchisee-owned restaurants).

##%  System Customer Satisfaction target for the Company is measured based on feedback obtained from real custom-
ers through online customer surveys to better gauge customer satisfaction. Company customer satisfaction is
measured on an aggregate basis for all of the Company’s brands, while KFC customer satisfaction is measured
only with respect to KFC performance. To further improve the effectiveness and accuracy of the customer satis-
faction score, the Company further tightened its methodology for measuring system customer satisfaction in order
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to eliminate irregularities in survey results.

Based on Company performance, each NEO other than
Mr. Huang was assigned a Team Performance Factor of
99% since the portion of such NEO’s bonus tied to the
Team Performance Factor was based entirely on Com-
pany performance. Mr. Huang was assigned a Final Team
Performance Factor of 127%, reflecting the weighting of
his Team Performance Factor of 25% Company perfor-
mance and 75% KFC performance.

At the beginning of 2018, the Compensation Committee
established the performance goals that would be used to
determine the Individual Performance Factor for the
CEOQO, and provided input on the performance goals set by
the CEO for the other NEOs, which would used by the
CEO for recommending to the Compensation Committee
the Individual Performance Factor for each NEO. As part
of the Company’s annual performance evaluation process
each year, the CEOQ, after having received input from the
Compensation Committee and after consultation with
each NEO, establishes that NEO’s performance objec-
tives for the coming year. These performance objectives
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are not intended to be rigid or formulaic, but rather to
serve as the framework upon which the CEO evaluates
the NEO’s overall performance.

These annual performance goals generally fell within the
performance categories of financial, execution of strategy,
digital and delivery, innovation and organizational
goals. Under each performance goal category, each NEO
had a number of underlying pre-established goals against
which the NEO’s performance would be assessed to
determine whether the NEO had achieved the overall per-
formance goal. The evaluation of an executive’s perfor-
mance relative to these goals is inherently subjective,
involving a high degree of judgment based on the CEO’s
observations of, and interactions with, the executive
throughout the year. As an additional input to the evalua-
tion of an executive’s performance, the CEO assesses the
overall performance of the Company in light of the
dynamics of the China market. As a result, no single per-
formance goal or group of goals is deemed material to the
CEQ’s evaluation of the executive’s performance.



The above evaluation provides the basis for the CEO’s
recommendation to the Compensation Committee for the
executive’s Individual Performance Factor. The Com-
pensation Committee then meets with the CEO and dis-
cusses the CEO’s recommendations and meets separately
in executive session to discuss the CEO’s recommenda-
tions and make a determination of the Individual Perfor-
mance Factor for the NEOs, excluding the CEO.

The Compensation Committee applied similar factors in
determining the Individual Performance Factor for the
CEO. The Committee met in executive session to discuss
the CEQ’s individual performance, and then formulated
its recommendation to the other independent directors of
the full Board, for their determination of the CEO’s Indi-
vidual Performance Factor. The evaluation of the CEO’s
overall performance relative to these factors is also inher-
ently subjective, involving a high degree of judg-
ment. The Committee, and the other independent
directors, assessed the overall performance of the Com-
pany in light of the dynamics of China market in which
the Company operates. As a result, no single performance
goal or group of goals is deemed material to the evaluation
of the CEO’s performance.

The use of the Individual Performance Factor provides
the Company with a degree of flexibility, which is
intended to be applied with both fairness and moderation
by the Committee, to reward for contributions to strategic
business initiatives and building organizational capabil-
ities supportive of the creation of value over the longer
term. Based on the foregoing, the Compensation Com-
mittee assigned a 2018 Individual Performance Factor for
the NEOs ranging from 105% to 140%, as described
below under “2018 NEO Compensation and Performance
Summary.”

EXECUTIVE COMPENSATION

Long-Term Equity Incentives

The Company provides long-term equity compensation to
its executives to encourage decision-making that creates
long-term sustainable stockholder value. In determining
the size of the annual equity awards, the Compensation
Committee considers the following:

e Prior year individual and team performance;
* Expected contribution in future years;

* Consideration of the market value of the executive’s
role compared with similar roles in the Company’s peer
group and based on compensation survey data; and

* Achievement of the Company’s stock ownership
guidelines.

For 2018, the Compensation Committee granted SARs
and PSUs as the annual equity grant for Ms. Wat and
granted SARs and RSUs as the annual equity grant for
each of our other NEOs (other than Mr. Pant who did not
receive an annual equity grant in 2018). These SARs vest
annually in equal installments of 25%, beginning on the
first anniversary of the grant date and subject to continued
employment through the applicable vesting date. The
exercise price of each SAR grant was based on the closing
market price of the underlying Company stock on the date
of grant. The Compensation Committee considers SAR
awards to be performance-driven as the SARs will have
value only if the share price appreciates above the Com-
pany’s closing stock price on the date of grant. The RSUs
vest 100% on the third anniversary of the grant date, based
on the NEO’s continued employment with the Company
through the vesting date.
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EXECUTIVE COMPENSATION

As noted above, for 2018, the Compensation Committee
changed its approach towards long-term incentives in
response to stockholder feedback and introduced a PSU
program. Consequently, Ms. Wat received a PSU award
with a grant date fair value of approximately 50% of her
target long-term incentive opportunity. The PSU program
was designed to incentivize Ms. Wat’s performance over
a multi-year performance period and to further align her
interests with the interests of our stockholders through the
use of an r-TSR performance goal. Under the PSU pro-

gram, Ms. Wat’s PSUs will be settled in shares of our
common stock based on our r-TSR performance relative
to a peer group of 149 peer companies included in the
MSCI International China Index, measured over the
2018-2020 performance period, with payout capped at
target if the Company’s TSR is negative over the three-
year performance period. For the 2018-2020 performance
period, Ms. Wat will earn a percentage of her target PSU
award as set forth in the table below.

Threshold Target Maximum
TSR Percentile Ranking . .............c.. ... <30% 30% 55% 85%
Payoutas % of Target ........... ... ..o, 0% 35% 100% 200%

Other Elements
Program

of Executive Compensation

As with all Company employees, Company executive
officers receive certain employment and post-
employment benefits. We believe the benefits we offer
are an important part of retention and capital preservation
for all levels of employees. Our benefits are designed to
protect against unexpected catastrophic losses of health
and earnings potential and provide a means to save and
accumulate assets for retirement and other post-
employment needs.

Retirement Plans. The Company offers certain executives
working in China retirement benefits under the Bai Sheng
Restaurants (Hong Kong) Limited Retirement Scheme
(“BSRLRS”). Under the BSRLRS, executives may make
personal contributions and the Company provides a
company-funded contribution ranging from 5% to 10% of
an executive’s base salary. During 2018, all of our NEOs
other than Mr. Pant were participants in the BSRLRS, and
each participant received a company-funded contribution.
The Company also maintains the Yum China Holdings,
Inc. Leadership Retirement Plan (“YCHLRP”), which is
an unfunded, unsecured account-based retirement plan
that allocates a percentage of pay to an account payable to
a participating executive following the later to occur of the
executive’s separation of employment and attainment of
age 55. During 2018, Mr. Pant received an annual alloca-
tion to his account under the YCHLRP.
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Medical, Dental, Life Insurance and Disability
Coverage. The Company provides benefits such as medi-
cal, dental, life insurance and disability coverage to its
executive officers through the same benefit plans that are
provided to all eligible China-based employees.

Perquisites. Certain perquisites are provided to certain
Company executive officers relating to overseas assign-
ments. These perquisites are governed by the Company’s
formal  mobility policy, are offered on
a case-by-case basis and reflect each executive’s particu-
lar circumstances while also generally reflecting market
practices for similarly situated, globally mobile execu-
tives working in international companies based in Main-
land China. For example, the Company may offer
executive perquisites such as housing reimbursement,
dependent education, mobility allowances, home leave
payments, cost of living allowances and tax preparation
services while the executive is performing services in
China. These perquisites are intended to help the Com-
pany attract and retain high-performing executives from
different countries who have the skill sets and experience
to successfully manage and lead the Company while liv-
ing in Mainland China. We formerly offered tax equal-
ization benefits as an element of our ability to recruit and
retain talent to work in Mainland China, but we have since
eliminated tax equalization benefits (other than certain
grandfathered benefits). See the 2018 All Other Compen-
sation Table for details regarding the perquisites received
by our NEOs during 2018.



EXECUTIVE COMPENSATION

2018 NEO Compensation and Performance Summary

Below is a summary of our NEOs’ 2018 compensation—
which includes base salary, annual cash bonus, equity
awards and compensation arrangements entered into in

connection with the management transition described
above—and an overview of their 2018 performance rela-
tive to the annual performance goals.

Joey Wat

Chief Executive Officer (since March 1, 2018); President and Chief Operating Officer (through February 28,

2018)

2018 Performance Summary. Ms. Wat has served as the
Company’s CEO since March 1, 2018, previously serving
as the Company’s President and Chief Operating Officer
from February 2017 through February 28, 2018.
Ms. Wat’s 2018 performance was rated as above target
with an Individual Performance Factor of 120%. During
2018, under Ms. Wat’s leadership, the Company achieved
revenue growth of 6% year-over-year and operating profit
growth of 16% (both excluding F/X) in a softer market.
Ms. Wat’s contributions were considered critical in build-
ing the Company’s organizational capability, especially in
the areas of digital, delivery and supply chain. Under
Ms. Wat’s leadership, the Company opened 819 new res-
taurants, the second highest number opened in one year in
the Company’s (and formerly Yum! Brands, Inc.’s)
30-year history in China, strengthening the Company’s
position as the market leader in the industry. Ms. Wat also
led the executive team in formulating the Company’s
long-term growth strategy and was instrumental in build-
ing its organizational capability, especially in the areas of
digital and delivery enabling impressive growth in mem-
bership of loyalty programs and delivery sales for both
KFC and Pizza Hut.

2018 Compensation Decisions. In formulating Ms. Wat’s
compensation as CEO, the Compensation Committee
worked closely with its compensation consultant to create
an overall package that it considered to be competitive
and reasonable when compared against peer companies,
potential competing offers and the compensation paid to
Mr. Pant, our former CEO. After considering the advice
of its compensation consultant, the Compensation Com-
mittee recommended and the Board approved the
following increases to Ms. Wat’s compensation for 2018
to reflect her promotion to CEO:

* Base Salary. To reflect her promotion to CEO,
Ms. Wat’s base salary was increased from $750,000 to
$1,100,000, effective March 1, 2018.

* Annual Incentive Plan Target and Payout Level. To
reflect her promotion to CEO, Ms. Wat’s annual cash
bonus target was increased from 100% to 130% of her
base salary, resulting in a blended bonus target for the
year of $1,376,658. Ms. Wat’s 2018 annual cash bonus
award payout was $1,635,469, reflecting a total payout
of 119% of target based on the Team Performance Fac-
tor of 99% and Individual Performance Factor of 120%.

e Long-Term Incentive Award. Ms. Wat received an
annual long-term incentive award with a grant date fair
value of approximately $5,000,000, delivered equally
in SARs and PSUs. PSUs will be earned based on the
Company’s 1r-TSR over a three-year performance
period, as described further above.

In connection with Ms. Wat’s promotion to CEO,
Ms. Wat and the Company entered into a letter agreement
outlining the terms of her employment in the role of CEO.
Under the letter agreement, Ms. Wat will no longer be eli-
gible for tax equalization benefits other than certain
grandfathered tax equalization benefits related to previous
equity grants and retirement contributions. As noted
above, the Compensation Committee considers expatriate
benefits to be a necessary component of the Company’s
executive compensation program in order to recruit and
retain executives working in Mainland China. The letter
agreement also provides that if Ms. Wat’s employment is
terminated by the Company without ‘“cause” prior to
March 1, 2021, then she will be entitled to a severance
payment, payable in monthly installments, equal to two
times her annual base salary and annual bonus target, sub-
ject to her agreement to comply with non-solicitation and
non-competition restrictive covenants.
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EXECUTIVE COMPENSATION

Jacky Lo
Chief Financial Officer and Treasurer

2018 Performance Summary. The Compensation Com-
mittee determined Mr. Lo’s performance to be on target
with an Individual Performance Factor of 105%. Under
Mr. Lo’s leadership in 2018, the Company achieved solid
financial results, with cost structures optimized at both the
restaurant and corporate levels, as the Company achieved
a restaurant profit margin of 15.7% and reduction of gen-
eral and administrative expenses by 9% year-over-year in
constant currency. Mr. Lo also led the Company’s cash
allocation strategy, including the return of $473 million to
stockholders through cash dividends and share repur-
chases.

2018 Compensation Decisions. Effective February 1,
2018, the Compensation Committee set Mr. Lo’s 2018
compensation levels after considering the input of its
compensation consultant.

* Base Salary. Mr. Lo’s base salary was increased from
$580,000 to $650,000, effective February 1, 2018, in
light of the relative position of his salary to market data.

* Annual Incentive Plan Target and Payout Level.
Mr. Lo’s annual cash bonus target was increased from
70% to 75% of his base salary, resulting in a blended
bonus target for the year of $482,426. Mr. Lo’s 2018
annual cash bonus award payout was $501,482, reflect-
ing a total payout of 104% of target based on the Team
Performance Factor of 99% and Individual Perfor-
mance Factor of 105%.

* Long-Term Incentive Award. Mr. Lo received a long-
term incentive award with a grant date fair value of
approximately $880,000, delivered equally in SARs
and RSUs.

Johnson Huang
General Manager, KFC

2018 Performance Summary. During 2018, Mr. Huang
served as General Manager, KFC. Mr. Huang’s perfor-
mance was rated as significantly above target with an
Individual Performance Factor of 140%. Under
Mr. Huang’s leadership in 2018, KFC achieved same-
store sales growth of 2%, excluding F/X, and opened 566
new restaurants, exceeding the new build target by 216
restaurants, while maintaining a restaurant profit margin

of 17.9%. KFC also achieved total system sales growth of

7% and operating profit growth of 8%, both excluding F/

X. Mr. Huang led the successful implementation of

KFC’s regional strategy in development, delivery, and
product innovation. Under Mr. Huang’s leadership, KFC
made significant headway in the areas of digital outreach
and delivery. As of December 31, 2018, KFC’s loyalty

program had over 160 million members.

2018 Compensation Decisions. Effective February 1,

2018, the Compensation Committee set Mr. Huang’s
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2018 compensation levels after considering the input of its
compensation consultant.

* Base Salary. Mr. Huang’s base salary was increased
from $585,000 to $650,000, effective February 1, 2018,
in light of the relative position of his salary to market
data.

* Annual Incentive Plan Target and Payout Level.
Mr. Huang’s annual cash bonus target remained at 75%
of his base salary, resulting in a bonus target for the year
of $487,500. Mr. Huang’s 2018 annual cash bonus
award payout was $866,775, reflecting a total payout of
178% of target based on the blended Team Perfor-
mance Factor of 127% and Individual Performance
Factor of 140%.

* Long-Term Incentive Award. Mr. Huang received a
long-term incentive award with a grant date fair value of
approximately $880,000, delivered equally in SARs
and RSUs.



EXECUTIVE COMPENSATION

Shella Ng
Chief Legal Officer and Corporate Secretary

2018 Performance Summary. During 2018, Ms. Ng
served as the Company’s Chief Legal Officer and Corpo-
rate Secretary. Ms. Ng’s performance was rated as above
target with an Individual Performance Factor of 125%. In
determining Ms. Ng’s bonus payout, the Compensation
Committee considered Ms. Ng’s contributions in
co-leading the Company’s Compliance Oversight Com-
mittee, which was responsible for assessing and manag-
ing risks during 2018 in the areas of cyber risks, data
security, food safety and brand reputation. Ms. Ng played
a pivotal role in supporting and advising the Board on risk
management and governance standards as the Company
entered its second year as a publicly listed company. The
Company believes that Ms. Ng’s deep know-how of the
business and experience will enable her to continue to
support both core and new business initiatives.

2018 Compensation Decisions. Effective February 1,
2018, the Compensation Committee set Ms. Ng’s 2018
compensation levels after considering the market data
provided by its compensation consultant.

* Base Salary. Ms. Ng’s base salary was increased from
approximately  $400,000 to $420,000, -effective
February 1,2018.

* Annual Incentive Plan Target and Payout Level.
Ms. Ng’s annual cash bonus target remained at 65% of
her base salary, resulting in a bonus target for the year of

$271,697. Ms. Ng’s 2018 annual cash bonus award
payout was $336,226, reflecting a total payout of 124%
of target based on the Team Performance Factor of 99%
and Individual Performance Factor of 125%.

* Long-Term Incentive Award. Ms. Ng received a long-
term incentive award with a grant date fair value of
approximately $600,000, delivered equally in SARs
and RSUs.

The Company and Ms. Ng entered into a term employ-
ment agreement (the “Term Agreement”) dated
March 22, 2019 pursuant to which Ms. Ng agreed to serve
as senior consultant to the Company from May 1, 2019 to
November 30, 2019. In such capacity, Ms. Ng will advise
the Company’s management and the Board on matters
pertaining to corporate governance and compliance, pro-
vide counsel and guidance with regard to the legal and
corporate secretary function and other special projects. In
consideration for her services, Ms. Ng will be paid com-
pensation of HK$100,000 per month, continue to partici-
pate in certain Company employee benefit plans and
receive continued vesting of her outstanding equity
awards. In addition, Ms. Ng will be entitled to a 2019
annual bonus, on a pro-rata basis through the Effective
Date, in an amount no less than HK$700,000. Under the
terms of the Term Agreement, Ms. Ng has agreed to be
bound by covenants relating to non-competition, non-
solicitation, non-disparagement and non-disclosure.

Danny Tan
Chief Supply Chain Officer

2018 Performance Summary. The Compensation Com-
mittee determined Mr. Tan’s performance to be above
target with an Individual Performance Factor of 125%.
Factors contributing to Mr. Tan’s Individual Performance
Factor included Mr. Tan’s leadership in managing supply
and price fluctuations of crucial commodities, especially
poultry. In 2018, Mr. Tan oversaw the development of a
flexible supply chain model that is intended to enable
more effective and efficient product innovation.
Mr. Tan’s disciplined approach to supplier management

was supportive of the Company’s focus on protecting
food safety and product quality. In particular, Mr. Tan
was considered instrumental in advancing Taco Bell’s
business model in 2018, setting a foundation for its
expansion into new cities going forward.

2018 Compensation Decisions. Effective February 1,
2018, the Compensation Committee set Mr. Tan’s 2018
compensation levels after considering the market data
provided by its compensation consultant.
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EXECUTIVE COMPENSATION

* Base Salary. Mr. Tan’s base salary was increased from
$550,000 to $600,000, effective February 1,2018.

* Annual Incentive Plan Target and Payout Level.

Mr. Tan’s annual cash bonus target remained at 75% of
his base salary, resulting in a bonus target for the year of

$447.,853. Mr. Tan’s 2018 annual cash bonus award
payout was $554,218, reflecting a total payout of 124%

of target based on the Team Performance Factor of 99%
and Individual Performance Factor of 125%.

* Long-Term Incentive Award. Mr. Tan received a long-
term incentive award with a grant date fair value of
approximately $760,000, delivered equally in SARs
and RSUs.

Micky Pant

Former Chief Executive Officer (through February 28, 2018)

2018 Compensation Adjustments in Connection with Res-
ignation as CEQ. Effective March 1, 2018, Mr. Pant
resigned from the position of CEO and assumed the posi-
tion of Senior Advisor to the Company for a two-year
term. As Senior Advisor, Mr. Pant continues to provide
valuable business and strategic development experience
gained from his long tenure at YUM and the Company
and his expertise in the global restaurant industry. In light
of changes to Mr. Pant’s role, the Compensation Com-

mittee reduced Mr. Pant’s base salary from $1,100,000 to
$1,000,000, payable in cash or Company common stock,
as elected by Mr. Pant. In his role as Senior Advisor,
Mr. Pant is no longer eligible to participate in the Compa-
ny’s annual incentive program or receive annual equity
grants under the Company’s long-term incentive pro-
gram. Mr. Pant did not receive additional compensation
for serving as Vice Chairman and director of the Board.

How Compensation Decisions Are Made

Executive Compensation Philosophy

A unique feature of the Company is that while it is regis-
tered in the U.S. and listed on the NYSE, it operates
largely in China. As a result, knowledge and expertise of
both U.S. and China regulatory regimes and business
practices are required for many of the Company’s execu-
tive officers.

The Company’s executive compensation program has
been designed to attract and retain the talent necessary to
achieve superior stockholder results and support the long-
term growth of the Company while simultaneously hold-
ing our executives accountable to continuously achieve
results year after year. In addition, the program has been
designed to reward performance, emphasize long-term
value creation and drive an ownership mentality.

Role of the Compensation Committee

The Compensation Committee reviews and approves
goals and objectives relevant to the compensation of the
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CEO and other executive officers, sets the compensation
levels of each of the executive officers, and together with
the other independent directors of the Board, approves the
compensation of the CEO. The Compensation Commit-
tee’s responsibilities under its charter are further described
in the “Governance of the Company” section of this Proxy
Statement. While not members of the Compensation
Committee, the CEO, the Chief People Officer, and the
Chief Legal Officer, when necessary, also attended meet-
ings of the Compensation Committee in 2018 to contrib-
ute to and understand the Compensation Committee’s
oversight of, and decisions relating to, executive compen-
sation. The CEQ, the Chief People Officer, and the Chief
Legal Officer did not attend portions of the meetings
relating to their own compensation. The Compensation
Committee regularly conducts executive sessions without
management present. The Compensation Committee also
engages in an ongoing dialog with its compensation con-
sultant, the CEO, and the Chief People Officer for the
evaluation and establishment of the elements of our exec-
utive compensation program.



Role of the Independent Consultant

During 2018, the Compensation Committee retained
Mercer (Hong Kong) Limited (“Mercer”) as its indepen-
dent consultant to advise it on executive compensation
matters. Mercer’s responsibilities for 2018 included pro-
viding advice and guidance to the Compensation Com-
mittee on (i) the market competitiveness of executive pay
policies, practices and levels; (ii) the review of the annual
and long-term incentive plans; (iii) trends affecting exec-
utive compensation, including regulatory changes, insti-
tutional shareholder views, and developments in the
restaurant and food retail sector; (iv) peer group review;
(v) equity compensation analytics and award valuation
services; (vi) pay disclosures, including the CD&A; and
(vii) attendance at Compensation Committee meetings.
The Compensation Committee has assessed the indepen-
dence of Mercer pursuant to NYSE rules and conflicts of
interest specifically enumerated by the SEC’s six factors,
and the Company has concluded that Mercer’s work for
the Compensation Committee does not raise any conflicts
of interest. The Compensation Committee annually
reviews its relationship with Mercer and determines

EXECUTIVE COMPENSATION

whether to renew the engagement. Only the Compensa-
tion Committee has the right to approve the services to be
provided by, or to terminate the services of;, its compensa-
tion consultant.

Competitive Market Review

One of the key objectives of our executive compensation
program is to retain and reward the right talent by provid-
ing reasonable and competitive compensation.

Historically, the Compensation Committee has used two
sets of peer companies with the following characteristics:

e Publicly listed Greater China companies (i) primarily in
the F&B, restaurant, retail, hospitality, and consumer
goods and general industries, (ii) of similar revenue size
to the Company, and (iii) of similar market prominence
with globally mobile executive teams and rigorous pay
governance practices and processes; and

* Publicly listed U.S. companies in the F&B, restaurant,
hospitality and consumer goods industries and of simi-
lar revenue size as the Company.
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EXECUTIVE COMPENSATION

The executive compensation peer groups used for evaluating 2018 compensation decisions made prior to September 27,
2018 for the NEOs consisted of the companies below, which were the same peer groups used to evaluate 2017 compen-

sation decisions.

Greater China Peer Group

U.S. Peer Group

Cathay Pacific Airways Limited

China Mengniu Dairy Co. Ltd.

Chow Tai Fook Jewellery Group Ltd.
CLP Holdings Ltd.

Dah Chong Hong Holdings Limited
Esprit Holdings Limited

Inner Mongolia Yili Industrial Group Co., Ltd
MGM China Holdings Limited

Sands China Ltd.

Shangri-La Asia Limited

SJM Holdings Limited

Swire Pacific Limited

Swire Properties Limited

Techtronic Industries Company Limited
Want Want China Holdings Ltd.

WH Group Limited

Wilmar International Limited

Wynn Macau Ltd.

AutoZone, Inc.

Avon Products, Inc.

Bloomin’ Brands, Inc.

Brinker International, Inc.
Campbell Soup Company
Colgate-Palmolive Company
Conagra Brands, Inc.
Constellation Brands, Inc.
Darden Restaurants, Inc.

Dean Foods Company
Domino’s Pizza, Inc.

Dr Pepper Snapple Group, Inc.
General Mills, Inc.

Hilton Worldwide Holdings Inc.
Hormel Foods Corporation
Hyatt Hotels Corporation
Kellogg Company
Kimberly-Clark Corporation

L Brands, Inc.

Marriott International, Inc.
McCormick & Company, Incorporated
McDonald’s Corporation
MGM Resorts, International
Molson Coors Brewing Company
Starbucks Corporation

The Clorox Company

The Gap, Inc.

The Hershey Company

The J.M. Smucker Company
The Wendy’s Company
Wyndham Worldwide Corporation
Yum! Brands, Inc.

Recognizing the evolving nature of the competitive land-
scape for executive talent and, in particular, the challenges
associated with finding companies comparable to the
Company, the Compensation Committee reassesses the
peer companies on a periodic basis to evaluate the contin-
ued appropriateness of such peer companies. In 2018, the
Compensation Committee instructed Mercer to perform a
comprehensive review of the Company’s executive com-
pensation peer groups, considering the importance of
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adequate representation from the China region and
including companies with which the Company competes
for executive talent.

During 2018, Mercer reviewed the Company’s historical
peer group practices and recommended a single peer
group for compensation decisions for the NEOs consist-
ing of companies in the restaurant, food and consumer
services industries in the United States, Greater China and



Europe. In proposing a single peer group, Mercer consid-
ered the complexity associated with multiple peer groups
and also proposed reducing the number of peer companies
from 50 to 26 companies to be more in line with market
practices and peer groups used by proxy advisory firms.
In addition, Mercer suggested that, for purposes of bench-
marking compensation levels for NEOs other than the
CEQO, the peer group data be supplemented with compen-
sation survey data to provide a broader perspective on
market practices. References in this CD&A to market data

EXECUTIVE COMPENSATION

refer to the applicable peer group or survey data, as
appropriate.

Based on the recommendations of Mercer, the Compen-
sation Committee approved the following peer group to
be used for compensation decisions for the NEOs subse-
quent to September 27, 2018, the date on which the Com-
pensation Committee approved the revised peer group for
the NEOs. Our peer group reflects a median market capi-
talization of $11.7 billion and median annual revenues of
$7.8 billion, both as of September 2018.

Peer Group

Aramark Corporation Starbucks Corporation

Chipotle Mexican Grill, Inc. Techtronic Industries Company Limited
Compass Group PLC The Gap, Inc.

Conagra Brands, Inc. The Hershey Company

Darden Restaurants, Inc. Tingyi (Cayman Islands) Holding Corp.
Domino’s Pizza, Inc. US Foods Holding Corp.

Hilton Worldwide Holdings Inc. Want Want China Holdings Limited
Hyatt Hotels Corporation 'WH Group Limited

Lenovo Group Limited Whitbread PLC

Link Real Estate Investment Trust
Melco Resorts & Entertainment Limited
Restaurant Brands International Inc.
Sodexo S.A.

‘Wm Morrison Supermarkets PLC
Wynn Macau, Limited

X5 Retail Group N.V.

YUM! Brands, Inc.

Data from our new 2018 peer group was supplemented by
data from companies included in three executive com-
pensation surveys conducted by Mercer in China, Hong
Kong, and the U.S., which was size adjusted to reflect the
Company’s revenue. During 2018, the Compensation
Committee reviewed a report summarizing compensation
levels at the 25%, 50% and 75t percentiles of the peer group
and, as the case may be, of the survey data for positions

Compensation Policies and Practices
Payments upon Termination of Employment

In connection with her promotion to the position of CEO,
Ms. Wat entered into a letter agreement with the Com-
pany that provides severance upon termination of
employment. These severance terms were determined
during the negotiation of her CEO compensation after
considering market data and the input of the Compensa-

comparable to our NEOs. The report compared target and
actual total cash compensation (base salary and annual
incentives) and total direct compensation (base salary plus
annual incentives plus long-term incentives) for each of
the NEOs against these benchmarks. The Compensation
Committee also reviewed detailed tally sheets that cap-
tured comprehensive compensation, benefits and stock
ownership details.

tion Committee’s compensation consultant at the time.
Ms. Wat is the only NEO with an agreement with the
Company providing severance.

The award agreements with respect to the Company’s
outstanding equity awards provide for “double trigger”
vesting pursuant to which outstanding awards will fully
and immediately vest only if the executive is employed on
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EXECUTIVE COMPENSATION

the date of a change in control of the Company and is
involuntarily terminated (other than for cause) on or
within two years following the change in control. In addi-
tion, in the case of an executive officer’s retirement, the
Company provides retirement benefits as described above
and the continued ability to exercise vested SARs in
accordance with the underlying award agreements.

Compensation Recovery Policy

Pursuant to the Compensation Recovery Policy, in the
event of any restatement of the Company’s financial
statements due to material noncompliance with any
financial reporting requirement under the securities laws,
the Compensation Committee will recover or cancel any
performance awards that were awarded to a current or
former executive officer as a result of achieving perfor-
mance targets that would not have been met under the
restated results. The Company’s recovery authority
applies to any performance award received by such indi-
vidual during the three completed fiscal years immedi-
ately preceding the date on which the Company is
required to prepare the restatement. Under the terms of the
policy, a performance award means any cash or equity-
based award that is made, vests or is payable based wholly
or in part on the results of a financial reporting measure.

Equity-Based Awards Grant Policy

The Company’s Equity-Based Awards Grant Policy pro-
vides for certain procedures with respect to the granting of
equity awards, including specifying pre-determined dates
for annual and off-cycle grants and specifying that the
Company will not purposely accelerate or delay the public
release of material information in consideration of pend-
ing equity grants. All annual equity grants are generally to
be effective as of the date that is two business days after
the Company publicly discloses its results for the previous
fiscal year.
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Stock Ownership Guidelines

Under the Stock Ownership Guidelines, an executive is
required to own a minimum value of shares (which may
be met in actual shares and/or immediate rights to shares)
in a guideline amount set under the Stock Ownership
Guidelines for the executive’s position. An executive
must meet 100% of the applicable guideline within five
years of becoming subject to such guidelines, with 25% of
the guideline to be met within two years, 50% within three
years and 75% within four years. The table below shows
the value of shares (as a multiple of annual base salary)
that must be owned by each NEO other than Mr. Pant
(who is no longer subject to the Stock Ownership Guide-
lines as a Senior Advisor). Each NEO satisfied as of the
record date, or is expected to satisty, the applicable own-
ership multiple within the timeframe set forth in the Stock
Ownership Guidelines.

Multiple of Annual

NEO Base Salary
CEO ..o 6X
CFO . 3X
General Manager, KFC ............ 2X
Chief Legal Officer and Corporate

Secretary ... 2X
Chief Supply Chain Officer ......... 2X

Hedging and Pledging of Company Stock

Under the Company’s Code of Conduct, no employee or
director is permitted to engage in securities transactions
that would allow such employee or director either to insu-
late himself or herself from, or profit from, a decline in the
Company’s stock price. Similarly, no employee or direc-
tor may enter into hedging transactions in Company
stock. Such transactions include (without limitation) short
sales as well as any hedging transactions in derivative
securities (e.g., puts, calls, swaps or collars) or other spec-
ulative transactions related to the Company’s stock.
Pledging of Company stock by executive officers and
directors is also prohibited.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with manage-
ment.

Based on such review and discussion with management, the Compensation Committee recommended to the Board of
Directors that the Compensation Discussion and Analysis be included in this proxy statement and incorporated by refer-
ence in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018.

Compensation Committee:
Edouard Ettedgui (Chair)
Jonathan S. Linen

William Wang

2018 SUMMARY COMPENSATION TABLE

The following table and footnotes summarize the total compensation awarded to, earned by or paid to the NEOs for fiscal
year 2018 and, to the extent required by SEC executive compensation disclosure rules, fiscal years 2017 and 2016. The

i)
Company’s NEOs for the 2018 fiscal year are its Chief Executive Officer, Chief Financial Officer, the three other most g
. . . <
highly compensated executive officers, and its former Chief Executive Officer. &)
(]
Change in %
Pension Value g
and -
Nonqualified

Option/ Non-Equity Deferred
Stock SAR Incentive Plan Compensation  All Other
Salary Bonus Awards Awards Compensation Earnings Compensation Total

Name and Principal Position Year $) $) $m ($)@ ($)@ (9)« ($)® $e
(a) (b) (c) (d) (e) (U] (9) (h) (i)

JoeyWat .................. 2018 1,041,667 — 2,500,032 2,516,929 1,635,469 — 2,792,279 10,486,376
Chief Executive Officer 2017 739,858 200,000 2,000,021 1,139,167 1,904,782 — 1,583,655 7,567,483

2016 626,775 — 899,486 1,096,251 1,231,175 — 979,262 4,832,949
Jackylo .................. 2018 641,093 - 440,007 440,011 501,482 - 352,315 2,374,908
Chief Financial Officer 2017 407,917 — — 208,848 657,261 — 291,305 1,565,331
and Treasurer
JohnsonHuang ............ 2018 644,583 — 440,007 440,011 866,775 — 453,540 2,844,916
General Manager, KFC 2017 443,158 165,000 805,898 379,722 975,762 — 280,672 3,050,212
ShellaNg .................. 2018 416,184 — 300,040 300,002 336,226 - 1,108,542 2,460,994
Chief Legal Officer and 2017 396,058 179,663 1,007,342 379,722 553,331 - 1,240,914 3,757,030
Corporate Secretary

2016 369,408 — 649,489 418,935 425,112 — 854,506 2,717,450
DannyTan ................. 2018 592,990 — 380,015 380,005 554,218 - 1,338,085 3,245,313
Chief Supply Chain Officer
MickyPant ................ 2018 1,018,077 - - — — 41,145 223,603 1,282,825
Senior Advisor and 2017 1,100,000 - — 4,000,008 3,689,400 62,098 719,511 9,571,017
Former Chief Executive Officer

2016 1,013,645 — 1,500,007 4,500,017 2,470,417 63,974 881,776 10,429,836
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(D)

2)

©)

4)

o)

(6)

The amounts reported in this column for 2018 represent the grant date fair value of the February RSU awards
granted to Messrs. Lo, Huang and Tan and Ms. Ng and the PSU award granted to Ms. Wat, calculated in accor-
dance with Accounting Standards Codification Topic 718 (“ASC 718”), Compensation-Stock Compensation. See
Note 15 to the Company’s Consolidated Financial Statements included in the Annual Report on Form 10-K for
the year ended December 31, 2018 (the “Audited Financial Statements”). The amount included in the Stock
Awards column for Ms. Wat’s 2018 PSUs is calculated based on the probable satisfaction of the performance goal
for such award as of the date of grant.

The amounts reported in this column for 2018 represent the grant date fair value of the annual SAR awards
granted to each of the NEOs, calculated in accordance with ASC 718. See Note 15 to the Company’s Audited
Financial Statements for a discussion of the relevant assumptions used in calculating these amounts.

Amounts in this column reflect the annual incentive awards earned for the applicable fiscal year performance
periods under the annual bonus program, which is described further in our CD&A under the heading
“Annual Performance-Based Cash Bonuses.”

Pursuant to SEC disclosure rules, the amounts reported for Mr. Pant represent above-market earnings credited
under the YCHLRP that exceed 120% of the applicable federal long-term rate. Please see the narrative accompa-
nying the “2018 Nonqualified Deferred Compensation” table for further information regarding the YCHLRP.

The amounts in this column for 2018 are explained in the All Other Compensation Table and footnotes to that
table, which follow.

Certain compensation included in the All Other Compensation column was denominated in Chinese Renminbi.
Messrs. Lo and Tan and Ms. Ng’s salaries and 2018 bonus awards were denominated in Hong Kong dollars.
Compensation paid in Chinese Renminbi or Hong Kong dollars was converted to U.S. dollars using an exchange
rate of 6.6229 and 7.8374, respectively, for disclosure purposes.

2018 ALL OTHER COMPENSATION TABLE

The following table and footnotes summarize the compensation and benefits included under the “All Other Compensa-
tion” column in the 2018 Summary Compensation Table that were awarded to, earned by or paid to the Company’s

NEOs, for the fiscal year ended December 31, 2018.
Perquisites and Retirement
Other Personal Tax Insurance Scheme
Benefits Reimbursements Premiums Contributions Other Total

Name (S) (9)@ (9 (9@ e (%)

(a) (b) (c) (d) (e) (f) (9)
Ms.Wat .................. 120,687 2,450,620 - 97,948 123,024 2,792,279
MLLO ..., 92,860 201,490 - 32,055 25,910 352,315
Mr.Huang ................ 117,791 242,070 - 64,448 29,231 453,540
MsS.NG ..., 93,313 936,214 - 41,618 37,397 1,108,542
Mr.Tan................... 167,644 1,081,377 - 59,299 29,765 1,338,085
Mr.Pant.................. 11,756 — 3,503 200,000 8,344 223,603
(1)  Amounts** in this column represent: for Ms. Wat, an education reimbursement ($24,755) and housing reim-

bursement ($95,932); for Messrs. Lo, Huang and Pant and Ms. Ng, a housing reimbursement; and for Mr. Tan, an
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education reimbursement ($40,079) and housing reimbursement ($127,565). Such amounts are valued based on
the amounts paid directly to the NEOs or the service providers, as applicable.

(2)  Asnoted in the CD&A, pursuant to her CEO letter agreement, Ms. Wat will no longer receive tax reimburse-
ments, other than in connection with certain grandfathered benefits. Tax equalization benefits for Messrs. Lo,
Huang and Tan were also eliminated, other than certain grandfathered benefits. For Ms. Ng, tax equalization ben-
efits with respect to gains on equity awards granted after the beginning of 2018 were eliminated. Amounts in this
column for Ms. Wat and Messrs. Lo, Huang and Tan represent tax reimbursement primarily for 2017 cash
bonuses and equity gains realized in 2018, all of which were grandfathered benefits. Amount in this column for
Ms. Ng represents tax reimbursement for salary, cash bonus and gains realized in 2018 on equity awards granted
before the beginning of 2018.

(3)  These amounts reflect the income Mr. Pant was deemed to receive from IRS tables related to Company-provided
life insurance in excess of $50,000.

(4)  This column represents contributions to the BSRLRS for Mses. Wat and Ng and Messrs. Lo, Huang and Tan and
the contribution to the YCHLRP for Mr. Pant.

(5)  This column reports the total amount** of other benefits provided. Other than for certain benefits described
below, none of the other benefits individually exceeded the greater of $25,000 or 10% of the total amount of these
other benefits and the perquisites and other personal benefits shown in column (b) for the NEO. These other bene-
fits consist of amounts paid for utilities, home leave expenses, transportation allowances, car running expenses,
club memberships and executive physicals. In 2018, Ms. Wat received home leave reimbursement of $28,454 and
amobility premium of $60,000.
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**  Such amounts, which are reflective of market practice for similarly situated global executives working in interna-

tional companies based in Mainland China, are paid directly to the NEOs or service providers as applicable.
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2018 GRANTS OF PLAN-BASED AWARDS

The following table provides information on the annual incentive program that the Company’s NEOs participated in
during 2018 and the SARs, RSUs and PSUs granted in 2018 to the Company’s NEOs. The per share value of each award
is determined based on the Company’s stock price on the date of grant. Pursuant to the terms of Mr. Pant’s transition
agreement, he did not receive any grants of plan-based awards during 2018.

All Other
All Other  Option/
Stock SAR Exercise or Grant Date

i i Awards: Awards: Base Price Fair Value
Estimated Future Payouts Estimated Future Payouts Number of Number of of of Stock,

Under Non-Equity Incentive Under Equity Incentive Shares of Securities Option/ Option and
Plan Awards( Plan Awards® Stock or Underlying  SAR SAR
Grant Threshold Target Maximum Threshold Target Maximum  Units Options Awards Awards

Date $) ) (£ (#) (#) (#) (#)® (@)@ ($/Sh)® e

(b) () (d) (e) ® (9) (h) @ 0 (k) (U

Ms.Wat . .... — — 1,376,658 4,129,974 — — — — — - —

2/9/2018 — — — — — — — 186,151 40.29 2,516,929
2/9/2018 — — — 20,958 59,881 119,762 — — — 2,500,032

...... — — 482,426 1,447,278 — — — — — - -
2/9/2018 — — — — — — — 32,543 40.29 440,011
2/9/2018 — — — — — — 10,921 — — 440,007

Mr. Huang .. — — 487,500 1,462,500 — — — — — - -

2/9/2018 — — — — — — — 32,543 40.29 440,011
2/9/2018 — — — — — — 10,921 — — 440,007

...... — — 271,697 815,091 — — — — - - -
2/9/2018 — — — — — — — 22,188 40.29 300,002
2/9/2018 — — — — — — 7,447 — — 300,040

Mr.Tan ..... — — 447,853 1,343,559 — — — — — - -

2/9/2018 — — — — — — — 28,105 40.29 380,005
2/9/2018 — — — — — — 9,432 — — 380,015

(D

2)

©)

Amounts in columns (c), (d) and (e) provide the minimum, target and maximum amounts payable as annual
incentive compensation to each NEO other than Mr. Pant under the 2018 annual bonus program based on team
and individual performance during 2018. The actual amounts of annual incentive compensation awards paid for
2018 performance are shown in column (g) of the 2018 Summary Compensation Table. The performance mea-
surements, performance targets and target bonus percentages are described in the CD&A, beginning under the
heading “Annual Performance-Based Cash Bonuses.”

Amounts in columns (f), (g) and (h) provide the threshold, target and maximum numbers of shares of common
stock that may be received by the grantee upon vesting of PSUs. The PSUs granted to Ms. Wat on February 9,
2018 will be settled in shares of common stock, subject to (i) the attainment of an r-TSR performance goal based
on the Company’s r-TSR performance relative to a peer group and measured over the 2018-2020 performance
period and (i) Ms. Wat’s continued employment through the end of the performance period. Amounts reported in
the “Threshold” column represent payout of 35% of the target PSUs awarded and require a 30% r-TSR percentile
ranking to be achieved, and amounts reported in the “Maximum” column represent payout of 200% of the target
PSUs awarded and require the Company’s r-TSR percentile ranking to be 85% or higher.

RSUs allow the grantee to receive the number of shares of the underlying common stock subject to the award
upon vesting. The RSUs granted to Messrs. Lo, Huang and Tan and Ms. Ng on February 9, 2018 vest 100% on the
third anniversary of the grant date, subject to the recipient’s continued employment through the vesting date. Dur-
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ing the vesting period, the RSUs will be adjusted to reflect the accrual of dividend equivalents, which will be dis-
tributed as additional Company shares at the same time and to the extent the underlying shares vest.

(4)  SARs allow the grantee to receive in cash or the number of shares of the underlying common stock that, in each
case, is equal in value to the appreciation in the underlying common stock with respect to the number of SARs
granted from the date of grant to the date of exercise. SARs become exercisable in equal installments on the first,
second, third and fourth anniversaries of the grant date, subject to the recipient’s continued employment through
the applicable vesting date.

(5) Theexercise price of the SARs equals the closing price of the underlying common stock on the grant date.

(6) The amounts reported in this column for 2018 represent the grant date fair value of the annual SAR awards
granted to each of the NEOs other than Mr. Pant, the RSU awards granted to Messrs. Lo, Huang and Tan and
Ms. Ng, and the PSU award granted to Ms. Wat, calculated in accordance with ASC 718 and, in the case of
Ms. Wat’s PSU award, based upon the probable outcome of the performance goal. See Note 15 to the Company’s
Audited Financial Statements for a discussion of the relevant assumptions used in calculating these amounts.

OUTSTANDING EQUITY AWARDS AT 2018 YEAR-END

o

The following table shows the number of Company shares covered by exercisable and unexercisable SARs, RSUs and &
PSUs held by the Company’s NEOs on December 31, 2018. This table excludes any YUM shares received by the NEOs %
upon conversion of their outstanding Y UM equity awards in connection with the spin-off. g
(0]

Option/SAR Awards Stock Awards i

Equity
Equity Incentive

Incentive  Plan Awards:
Plan Awards: Market or

Number of Market Number of Payout Value
Securities Number of Number Value Unearned of Unearned
Underlying Securities of Shares of Shares Shares, Units Shares, Units
Unexercised  Underlying Option/ or Units of or Units of or Other or Other
Options/ Unexercised SAR Option/ Stock Stock Rights Rights
SARs Options/ SARs Exercise SAR That Have That Have That Have That Have
Grant (#) (#) Price Expiration Not Vested Not Vested Not Vested Not Vested
Name Date  Exercisable Unexercisable)  ($) Date (#)@ ($)@ (#H@ ®°
(a) (b) (c) (d) (e) (f (9) (h) 0] )
Ms.Wat ...... 2/6/2015 20,297 6,7660 22.32 2/6/2025 — - - -
3/25/2015 24,231 8,078 23.90 3/25/2025 - - - -
1/4/2016 - - - - 9,5050 318,699 - -
2/5/2016 20,658 20,658t 21.06 2/5/2026 - - - -
11/11/2016 24,423 24,423W) 26.98 11/11/2026 9,394(i) 314,989 — —
2/10/2017 27,943 83,831 26.56 2/10/2027 76,3360 2,559,536 - -
2/9/2018 — 186,151 40.29 2/9/2028 — — 59,881 2,007,810
Mr.Lo........ 9/23/2016 - - - - 442 14,804 - -
2/10/2017 5,123 15,369V 26.56 2/10/2027 — — - -
2/9/2018 — 32,543\ 40.29 2/9/2028 11,044 370,307 — —
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Option/SAR Awards Stock Awards
Equity
Equity Incentive
Incentive  Plan Awards:
Plan Awards: Market or
Number of Market Number of Payout Value
Securities Number of Number Value Unearned of Unearned
Underlying Securities of Shares of Shares Shares, Units Shares, Units
Unexercised Underlying Option/ or Units of or Units of or Other or Other
Options/ Unexercised SAR Option/ Stock Stock Rights Rights
SARs Options/ SARs Exercise SAR That Have That Have That Have That Have
Grant (#) # Price Expiration Not Vested Not Vested NotVested Not Vested
Name Date  Exercisable Unexercisable  ($) Date (#)@ $)@ (#@ 9@
(a) (b) (c) (d) (e) (U] (9) (h) (0] @

Mr. Huang .... 2/8/2012 8,994 - 19.46 2/8/2022 - - - -
2/6/2013 9,652 — 19.00 2/6/2023 — - - -
2/5/2014 6,797 — 21.30 2/5/2024 — - - -
2/5/2014 9,516 - 21.30 2/5/2024 - - - -
2/6/2015 7,611 2,5380 22.32 2/6/2025 — — — —
1/4/2016 — — - - 9,5050 318,699 - -
2/5/2016 6,886 6,8861i) 21.06 2/5/2026 - - - -

11/11/2016 12,211 12,212 26.98 11/11/2026 4,697 157,494 - -
2/10/2017 9,314 27,9440 26.56 2/10/2027 — - - -
11/1/2017 - - - - 20,480 686,705 - -

2/9/2018 — 32,543W) 40.29 2/9/2028 11,044i) 370,307 — —
2/8/2012 5,213 - 19.46 2/8/2022 - - — —
2/8/2012 13,901 - 19.46 2/8/2022 - - - -
2/6/2013 13,467 — 19.00 2/6/2023 — - - -
2/5/2014 12,234 — 21.30 2/5/2024 — - - -
2/6/2015 8,626 2,8760 22.32 2/6/2025 — — - —
1/4/2016 — — - - 9,5050 318,699 - -
2/5/2016 5,852 5,854 21.06 2/5/2026 — — — —

11/11/2016 12,211 12,212 26.98 11/11/2026 4,697 157,494 — —
2/10/2017 9,314 27,9440 26.56 2/10/2027 — - - -
11/1/2017 - — - - 19,200 643,773 - -

2/9/2018 — 22,188v) 40.29 2/9/2028 7,531 252,511 — —
2/5/2010 9,910 — 9.96 2/5/2020 — - - -
2/4/2011 7,033 — 14,88 2/4/2021 — - - -
2/8/2012 3,679 - 19.46 2/8/2022 - - - -
2/6/2013 7,556 — 19.00 2/6/2023 — — — —
2/5/2014 6,797 - 21.30 2/5/2024 - - — —
2/5/2014 7,681 - 21.30 2/5/2024 - - - -
2/6/2015 7,611 2,5380 22.32 2/6/2025 — - - -
1/4/2016 - — - - 9,5050 318,699 - -
2/5/2016 6,886 6,886 21.06 2/5/2026 - - - -

11/11/2016 12,211 12,212V 26.98 11/11/2026 4,6970) 157,494 - -

2/10/2017 9,314 27,9440 26.56 2/10/2027 - - — —
2/9/2018 — 28,105 40.29 2/9/2028 9,538 319,818 — —

Mr.Pant ...... 2/5/2010 113,250 - 9.96 2/5/2020 - — — —
2/4/2011 100,468 - 14.88 2/4/2021 - — — —

11/18/2011 93,672 - 16.25 11/18/2021 - - - -

2/8/2012 114,478 — 19.46 2/8/2022 — - - -
2/6/2013 89,779 — 19.00 2/6/2023 — - - -
2/5/2014 83,605 - 21.30 2/5/2024 - - - -
2/6/2015 65,970 21,9900 22.32 2/6/2025 — — — —
2/5/2016 103,941 103,942 21.06 2/5/2026 — — — —

11/11/2016 73,269 73,269 26.98 11/11/2026 28,1810 944,900 - -
2/10/2017 98,119 294,358V 26.56 2/10/2027 — — — —

(1)  The actual vesting dates for unexercisable SARs are as follows:

@

Remainder of the unexercisable award vested on February 6,2019.
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(i)  Remainder of the unexercisable award vested on March 25, 2019.

(iii)  One-half of the unexercisable award vested or will vest on each of February 5, 2019 and 2020.

(iv)  One-half of the unexercisable award will vest on each of November 11, 2019 and 2020.

(v)  One-third of the unexercisable award vested or will vest on each of February 10, 2019, 2020 and 2021.

(vi)  One-fourth of the unexercisable award vested or will vest on each of February 9, 2019, 2020, 2021 and
2022.

The RSUs reported in this column include additional RSUs received with respect to dividend equivalents and
which remain subject to the same underlying vesting conditions. The actual vesting dates for unvested RSUs are
as follows:

(i)  Remainder of the RSUs vested on January 4, 2019.

(i1)  Remainder of the RSUs will vest on November 11,2019.
(iii)) The RSUs will vestin full on February 10, 2021.

(iv)  Remainder of the RSUs will vest on September 23, 2019.

(v)  The RSUs will vest in full on November 1,2021.

o
=
o
X
<
(%]
92
)
o
@
3
o)
3
2

(vi)  One-third of the RSUs will vest on each of November 1, 2019, 2020 and 2021.

(vii) The RSUs will vestin full on February 9, 2021.

The market value of each award is calculated by multiplying the number of shares covered by the award by
$33.53, the closing price of the Company’s stock on the NYSE on December 31, 2018.

The award reported in this column represents a PSU award with a three-year performance period that is scheduled
to be settled in shares of common stock, subject to the attainment of the r-TSR performance goal over the 2018—
2020 performance period. In accordance with the SEC executive compensation disclosure rules, the amount
reported for Ms. Wat’s PSU award is based on the target performance level.
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2018 OPTION/SAR EXERCISES AND STOCK VESTED

The table below shows the number of Company shares acquired during 2018 upon the exercise of Company SAR
awards and the vesting of Company stock awards and before payment of applicable withholding taxes and broker com-
missions. This table does not include any shares acquired upon the exercise or vesting of outstanding YUM equity

awards.
Option/SAR Awards Stock Awards
Number Value Number
of Shares Realized of Shares Value
Acquired on on Acquired on Realized on
Exercise Exercise Vesting Vesting

Name (#) ($) (#) ($)

(a) (b) (c) (d) (e)
Ms. Wat ... .. . e — — 14,060 541,391
M. L0 .. e — — 440 15,512
Mr.HUaNg . ......... e — — 9,380 370,573
MS. NG .. e — — 15,758 599,153
Mr. Tan . ... e 3,610 160,648 9,380 370,573
Mr. Pant . ... 97,740 3,225,432 28,083 1,025,020

Nonqualified Deferred Compensation

The Company offers certain executives working in China
retirement benefits under the BSRLRS. Under this pro-
gram, executives may make personal contributions and
the Company provides a company funded contribution
ranging from 5% to 10% of an executive’s base salary. In
2018, Ms. Ng and Mr. Tan made personal contributions to
the BSRLRS equal to 10% and 5% of base salary,
respectively. The Company’s contributions for 2018 were
equal to 5% of salary for Mr. Lo and 10% of salary for
each of Mses. Wat and Ng and Messrs. Huang and Tan.
Additionally, upon termination, participants receive a
lump sum equal to a percentage of the Company’s contri-
butions, including investment returns. This percentage is
based on a vesting schedule that provides participants
with a vested 30% interest upon completion of a mini-
mum of three years of service, and an additional 10%
vested interest for each additional completed year, up to a
maximum of 100%. Participants may elect a variety of
mutual funds in which to invest their account balances
under the plan.
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During 2018, Mr. Pant was the only NEO who partici-
pated in the YCHLRP, an unfunded, unsecured account-
based plan maintained by the Company. In 2018, the
YCHLRP provided an annual allocation to the account of
Mr. Pant equal to 20% of his salary. Additionally, the
YCHLRP provides an annual earnings credit to each par-
ticipant’s account based on the value of the participant’s
account at the end of each year. Under the YCHLRP,
Mr. Pant received an annual earnings credit equal to 5% of
his account balance.

Under the YCHLRP, participants age 55 or older are enti-
tled to a lump sum distribution of their account balance in
the quarter following their separation of employment.
Any participant under age 55 with a vested YCHLRP
benefit, combined with any other deferred compensation
benefits covered under Code Section 409A exceeding
$15,000, will not receive a distribution until the calendar
quarter following the participant’s 55 birthday.
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2018 NONQUALIFIED DEFERRED COMPENSATION
TABLE

Aggregate
Executive Registrant Aggregate Balance at
Contributions Contributions Earnings in Aggregate Last
in Last Fiscal in Last Fiscal Last Fiscal Withdrawals/ Fiscal
Year Year Year Distributions Year End
Name ) ) BR ©) )
(a (b) (c) (d) (e)
Ms.Wat ................................ - 97,948 - - 203,4246)
Mr.Lo ... ... — 32,055 — — 58,1386)
Mr.Huang ........... ... .. ... ... ..., - 64,448 - - 279,5700)
Ms.Ng ... 41,618 41,618 - - 530,4346)
Mr.Tan ............. .. ... ... 29,650 59,299 - - 269,1216)
Mr.Pant................................ — 200,000 201,690 9,440 4,426,046

(1) Amounts in this column reflect Ms. Ng and Mr. Tan’s personal contributions to the BSRLRS.

(2)  Amounts in this column primarily reflect contributions to the BSRLRS for Mses. Wat and Ng and Messrs. Lo,
Huang and Tan and the contribution to the YCHLRP for Mr. Pant.

(3)  Amounts in this column reflect earnings during the last fiscal year on amounts deferred under the YCHLRP. All
earnings for Mr. Pant are based on the earnings credit provided under the YCHLRP described in the narrative
above this table. For Mr. Pant, of the earnings reflected in this column, $41,145 was deemed above-market earn-
ings accruing to his account under the YCHLRP. For above-market earnings on nonqualified deferred compen-
sation, see the “Change in Pension Value and Nonqualified Deferred Compensation Earnings” column of the
2018 Summary Compensation Table. Under the Hong Kong Data Privacy Act, the administrator of the BSRLRS
is restricted from disclosing individual account balances under the BSRLRS, and accordingly, the Company is
unable to compile earnings information with respect to the BSRLRS. Under the terms of the BSRLRS, partici-
pants may elect a variety of mutual funds in which to invest their account balances under the BSRLRS.
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(4)  The amounts reflected in this column are the estimated year-end balances for Mses. Wat and Ng and Messrs. Lo,
Huang and Tan under the BSRLRS and the year-end balance for Mr. Pant under the YCHLRP.

(5)  This amount represents the aggregate amount of the Company’s contributions, excluding investment returns. See
note (3) to this table for further information regarding investment returns with respect to the BSRLRS. This
amount was denominated in Hong Kong dollars and was converted to U.S. dollars using an exchange rate of
7.8374 for disclosure purposes.

Potential Payments upon a Termination or a Change in Control

YCHLRP. Under the YCHLRP, participants age 55 or  Mr. Pant had a balance under the YCHLRP of
older are entitled to a lump sum distribution of their  $4,426,046.

account balance following their termination of employ-

ment, subject to any delay required to comply with appli-  Severance and Change in Control Arrangements. As of
cable law. Participants under age 55 who terminate with ~ December 31, 2018, Ms. Wat was the only executive with
more than five years of service will receive their account ~ whom the Company had an agreement that provided for
balance at their 55t birthday. As of December 31, 2018,  severance payments upon termination of employment.
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EXECUTIVE COMPENSATION

However, Ms. Wat’s agreement did not provide for any
enhancement of severance in connection with a change in
control, nor was the Company a party to any other sever-
ance or change in control agreements that would entitle
any of the NEOs to severance benefits upon a termination
or a change in control. Under the terms of Ms. Wat’s letter
agreement, if Ms. Wat’s employment is terminated by the
Company without “cause” prior to March 1, 2021, then
Ms. Wat will be entitled to a severance payment, payable
in monthly installments, equal to two times her annual base
salary and annual bonus target ($5,060,000), subject to
Ms. Wat’s execution of a post-termination agreement that
includes restrictive covenants relating to non-solicitation,
non-competition and non-disclosure.

In addition, Mr. Pant is subject to a letter of understand-
ing with the Company that specifies that any post-
spin-off equity awards from the Company will be
eligible for continued vesting upon retirement, provided
Mr. Pant (i) was actively employed for at least one year
following the grant date, (ii) provided at least six months
notification of intention to retire, and (iii) signed
non-solicitation and non-compete agreements. The let-
ter of understanding also provides that Mr. Pant’s
unvested awards from YUM will continue to vest during
his employment with the Company and, upon his sepa-
ration from the Company, Mr. Pant will be treated as a
retiree from YUM, his vested SARs can be held until the
term expires, and he will receive prorated vesting of his
unvested SARs. In connection with his stepping down
as CEO and assuming the position of Senior Advisor
effective March 1, 2018, Mr. Pant’s outstanding equity
awards continue to vest under the terms of his letter of
understanding, dated October 28, 2016, and his transi-
tion agreement, dated September 29, 2017. As of
December 31, 2018, the estimated values of Mr. Pant’s
unvested equity awards were: Company SARs of
$4,074,252, YUM SARs of $5,251,725 and Company
RSUs of $944,900, in each case based on the closing
price of a Company or YUM share, as applicable, as
reported on the NYSE on December 31, 2018.

The Company and Ms. Ng entered into a term employment
agreement (the “Term Agreement”) dated March 22, 2019

pursuant to which Ms. Ng agreed to serve as senior con-
sultant to the Company from May 1, 2019 to
November 30, 2019. In such capacity, Ms. Ng will advise
the Company’s management and the Board on matters
pertaining to corporate governance and compliance, pro-
vide counsel and guidance with regard to the legal and cor-
porate secretary function and other special projects. In
consideration for her services, Ms. Ng will be paid com-
pensation of HK$100,000 per month, continue to partici-
pate in certain Company employee benefit plans and
receive continued vesting of her outstanding equity
awards. In addition, Ms. Ng will be entitled to a 2019
annual bonus, on a pro-rata basis through the Effective
Date, in an amount no less than HK$700,000. Under the
terms of the Term Agreement, Ms. Ng has agreed to be
bound by covenants relating to non-competition, non-
solicitation, non-disparagement and non-disclosure.

Equity Award Agreements. Under the terms of our equity
agreements, all outstanding SARs, RSUs and PSUs would
fully and immediately vest following a change in control of
the Company if the executive is employed on the date of
the change in control and is involuntarily terminated (other
than for cause) on or within two years following the change
in control, with performance measured through the date of
termination and subject to proration for time served during
the performance period in the case of the PSUs.

Under Ms. Wat’s PSU award, she would be eligible for
prorata vesting, based on actual performance through the
end of the performance period and service during the per-
formance period, in the event of a termination due to death,
disability or retirement. For purposes of this award, retire-
ment is defined as termination of employment by the par-
ticipant on or after the participant’s attainment of age 55
and ten years of service or age 65 and five years of service
(and not for any other reason). As of December 31, 2018, if
Ms. Wat’s employment terminated due to death or disabil-
ity, she would have been entitled to a prorated award with
respect to her PSUs of $577,048, assuming actual payout.
As of December 31, 2018, Ms. Wat was not retirement eli-
gible under the terms of the PSU award.

The below table shows the amount of payments and other benefits that each NEO would have received with respect to his
or her Company equity awards upon a change in control and involuntary termination on December 31, 2018.

Wat Lo Huang Ng Tan Pant
$ $ $ $ $ $
Accelerated Vesting of SARS . ... ... 1,155,516 107,122 389,078 379,998 389,078 4,074,252
Accelerated Vestingof RSUs .. ... ... . i 3,193,224 385,111 1,533,206 1,372,477 796,012 944,900
Accelerated Vestingof PSUs ....... ... ..o, 577,048 — — — — —
TOT AL . .. e 4,925,788 492,233 1,922,284 1,752,475 1,185,090 5,019,152
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In addition, if a change in control of the Company had
occurred as of December 31, 2018, the following NEOs
would have been entitled to receive accelerated vesting of
their YUM equity awards, with the value of such awards

PAY RATIO DISCLOSURE

As required by Section 953(b) of the Dodd-Frank Wall
Street Reform and Consumer Protection Act, the Com-
pany is providing the following disclosure about the rela-
tionship of the annual total compensation of our

employees to the annual total compensation of Ms. Wat,
our CEO as of December 31, 2018.

Identification of Median Pay Employee

The Company employed approximately 450,000 persons
as of year-end 2018, and substantially all of them are
based in China. Given the nature of its operations,
approximately 91% of the Company’s employees were
restaurant crewmembers. More than 75% of the crew-
members worked part-time, approximately 50% of whom
attending university at the same time, and were paid on an
hourly basis. Our wage rates for crewmembers are deter-
mined based on a number of factors, including but not
limited to cost of living, labor supply and demand, and
competitive market pay rates in the city in which the
crewmember works.

We selected December 31, 2018, as the date on which to
determine our median employee. For purposes of identi-
fying the median employee from the employee population
base, we considered the total compensation of all of our
employees, as compiled from our payroll records. In
addition, we measured compensation for purposes of
determining the median employee using December 2018
payroll records. Compensation paid in foreign currencies
was converted to U.S. dollars based on a weighted aver-
age exchange rate for the relevant period.

Using this methodology, our median employee, other
than Ms. Wat, was identified as a part-time crewmember
attending university and located in a second-tier city in
China.

EXECUTIVE COMPENSATION

as follows: Ms. Wat, $1,424,119; Mr. Huang, $390,402;
Ms. Ng, $360,066; Mr. Tan, $390,402; and Mr. Pant,
$5,251,725.

Ratio
For 2018,

* The annual total compensation of the median
employee, as identified above, was $3,885.

* Ms. Wat’s annual total compensation for purposes of
this pay ratio disclosure was $10,608,080. This number
differs from her total compensation as reported in the
2018 Summary Compensation Table because we have
annualized the increases in her base salary and bonus
target that became effective upon her assumption of the
role of CEO on March 1, 2018.

e Based on this information, the ratio of the annual total
compensation of Ms. Wat to the median of the annual
total compensation of all employees is estimated to be
2,731to 1.

Our pay ratio is significantly impacted by the fact that
substantially all of our employees are based in China,
approximately 75% of our over 410,000 crewmembers
are employed on a part-time and hourly basis, and typical
wages vary between the cities in which our restaurants are
located.

The above ratio and annual total compensation amount of
the median employee are reasonable estimates that have
been calculated using methodologies and assumptions
permitted by SEC rules. The Company notes that its ratio
and annual total compensation amount may not be
directly comparable to those of other companies because
the methodologies and assumptions used to identify the
median employee may vary significantly among compa-
nies.
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2018 DIRECTOR COMPENSATION

The Company primarily uses stock-based compensation
to attract and retain qualified candidates to serve on the
Board. In setting director compensation, the Board con-
siders the significant amount of time that directors expend
in fulfilling their duties to the Company as well as the skill
level required by the Company of members of the Board.
The Nominating and Governance Committee of the
Board considers advice from the compensation consultant
and reviews and makes recommendations to the Board
with respect to the compensation and benefits of directors
on an annual basis.

2018 Changes to Director Compensation. The Compa-
ny’s 2017 and earlier director compensation structure had
been determined by the board of directors of YUM prior
to the spin-off. After considering the advice of the com-
pensation consultant, the Company adjusted its director
compensation structure in December 2017, effective
June 1, 2018, to better reflect the fact that the Company’s
directors require knowledge, expertise, time and efforts
beyond what is typical of directors of peer companies due
to the Company’s demands in areas of both U.S. and
China regulatory regimes and business practices. The
Company’s director compensation structure for 2018 is
discussed below.

Non-Employee Directors Retainer. Effective June 1,
2018, our non-employee directors were each compen-
sated with an annual retainer equal to *$275,000, payable
in Company common stock or, if requested by a director,
up to one-half in cash.

Chairman and Committee Chairperson Retainer.
Effective June 1, 2018, in addition to the annual retainer
paid to all non-employee directors, the Chairman of the
Board (Dr. Hu) received an additional annual cash
retainer of *$225,000. The Chairperson of the Audit
Committee (Mr. Hsieh) received an additional *$30,000
stock retainer, the Chairperson of the Compensation
Committee (Mr. Ettedgui) received an additional
*$20,000 stock retainer, the Chairperson of the Nominat-
ing and Governance Committee (Dr. Hu) received an
additional *$15,000 stock retainer, and the Chairperson of
the Food Safety Committee (Mr. Shao) received an addi-
tional *$15,000 stock retainer.

Employee Directors. Employee directors do not receive
additional compensation for serving on the Board of
Directors.

* These retainers were paid in June 2018 to compensate the directors for their services from June 1, 2018 to May 31,
2019, prorated to account for the fact that the directors had already been compensated for their services for the
June 1, 2018 to October 31, 2018 period pursuant to retainers paid in November 2017, except for the committee
chairperson retainer paid to Mr. Shao. The committee chairperson retainer paid to Mr. Shao, the Chairperson of
the Food Safety Committee, which was established in December 2017, was to compensate for his service from
January 1, 2018 to May 31, 2018 with a prorated annual retainer of $10,000, and from June 1, 2018 to May 31,

2019 with an annual retainer of $15,000.
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2018 DIRECTOR COMPENSATION

The table below summarizes compensation paid to each non-employee director during 2018.

Fees Earned or Stock Awards Total

Name Paid in Cash($)(" $)@ $)

(a) (b) (c) (d)
PeterA.Bassi ................ ..., 90,650 90,600 181,250
ChristianL.Campbell ........................... 11 181,239 181,250
Ed Yiu-CheongChan ............................ 11 181,239 181,250
Edouard Ettedgui ............................... 31 194,969 195,000
LouisT.Hsieh .............. .. ... .. .. ... ... .... 1 202,916 202,917
FredHu ......... ... ... .. ... .. 131,275 192,058 323,333
JonathanS.Linen .............................. i 181,239 181,250
Ruby Lu ... ... . . . 11 181,239 181,250
ZiliShao .............. e 39 200,378 200,417
WilliamWang ............... ... ... .. 11 181,239 181,250

(1)  Represents the portion of the annual retainer that the director elected to receive in cash rather than equity with
respect to Mr. Bassi, cash fees received in lieu of fractional shares by Messrs. Campbell, Chan, Ettedgui, Hsieh,
Linen, Shao and Wang and Ms. Lu and the annual cash retainer paid to Dr. Hu as Chairman of the Board.

(2)  Represents the grant date fair value for annual stock retainer awards granted in 2018. Each director received shares

of Company common stock determined by dividing the applicable annual retainer by the closing market price of a
share of Company common stock on the date of grant, with any fractional shares paid in cash rather than equity.

Stock Ownership Requirements. Although our direc-
tors are not subject to the Stock Ownership Guidelines,
we nevertheless expect our directors to own a meaningful
number of shares of Company common stock, and we
have a share retention policy in place for directors. Pursu-

ant to the share retention policy, no director may sell any
shares received as director compensation until at least
12 months following the director’s retirement or departure
from the Board.
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EQUITY COMPENSATION PLAN INFORMATION

The following table summarizes, as of December 31, 2018, the equity compensation we may issue to our directors, offi-
cers, employees and other persons under the Company’s Long Term Incentive Plan (the “LTIP”), which was approved
by YUM as the Company’s sole stockholder prior to the spin-off.

Number of Securities

Weighted- Remaining Available
Average For Future Issuance
Number of Securities to Exercise Price Under Equity
be Issued Upon of Outstanding Compensation Plans
Exercise of Outstanding Options, (Excluding Securities
Options, Warrants and Warrants and Reflected in
Plan Category Rights Rights Column (a))
(a) (b) (c)
Equity compensation plans approved by security
holders . ... e 18,673,436 21.18@ 15,970,4710)
Equity compensation plans not approved by security
holders . ... .. — — —
TOTAL . e 18,673,436 21.18 15,970,471

(1)  Includes 1,002,735 shares issuable in respect of restricted stock units and performance share units.

(2)  Restricted stock units and performance share units do not have an exercise price. Accordingly, this amount repre-
sents the weighted-average exercise price of outstanding stock appreciation rights and stock options.

(3)  After the spin-off, full value awards granted to the Company’s employees under the LTIP, including restricted
stock units and performance share units, will reduce the number of shares available for issuance by two shares.
Stock appreciation rights granted to the Company’s employees under the LTIP will reduce the number of shares
available for issuance only by one share.
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AUDIT COMMITTEE REPORT

Who serves on the Audit Committee of the Board of

Directors?

The members of the Audit Committee are Louis T. Hsiech
(Chair), Peter A. Bassi, Ed Yiu-Cheong Chan and Ruby
Lu. The Board of Directors has determined that all of the
members of the Audit Committee are independent within
the meaning of applicable SEC regulations and the listing
standards of the NYSE and that Mr. Hsieh, the Chairper-
son of the Audit Committee, is qualified as an audit com-

mittee financial expert within the meaning of SEC regu-
lations. The Board has also determined that each member
of the Audit Committee has accounting and related finan-
cial management expertise within the meaning of the list-
ing standards of the NYSE and is financially literate
within the meaning of the NYSE listing standards.

What document governs the activities of the Audit

Committee?

The Audit Committee operates under a written charter
adopted by the Board of Directors. The Audit Commit-
tee’s responsibilities are set forth in the charter. The Audit
Committee annually reviews and reassesses the adequacy

of its charter and recommends any proposed changes to
the Board for approval. The charter is available on our
website at ir.yumchina.com.

What are the responsibilities of the Audit Committee?

The Audit Committee assists the Board in fulfilling its
responsibilities for general oversight of the integrity of the
Company’s financial statements, the adequacy of the
Company’s system of internal controls and procedures
and disclosure controls and procedures, the Company’s
risk management, the Company’s compliance with legal
and regulatory requirements, the independent auditor’s
qualifications and independence and the performance of
the Company’s internal audit function and independent
auditor. The Audit Committee has the authority to obtain
advice and assistance from independent legal, accounting
or other advisors as the Audit Committee deems neces-
sary or appropriate to carry out its duties and receive
appropriate funding, as determined by the Audit Com-
mittee, from the Company for such advice and assistance.

The Audit Committee has sole authority to appoint, deter-
mine funding for or replace the independent auditor and
manages the Company’s relationship with its independent
auditor, which reports directly to the Audit Committee.
Each year, the Audit Committee evaluates the perfor-
mance, qualifications and independence of the indepen-
dent auditor. In doing so, the Audit Committee considers
whether the independent auditor’s quality controls are
adequate and the provision of permitted non-audit ser-
vices is compatible with maintaining the auditor’s inde-
pendence, taking into account the opinions of
management and internal auditor.

The members of the Audit Committee meet periodically
in separate executive sessions with management (includ-
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AUDIT COMMITTEE REPORT

ing the Company’s Chief Financial Officer and Principal
Accounting Officer), the internal auditors and the inde-
pendent auditor, and have such other direct and indepen-
dent interaction with such persons from time to time as the
members of the Audit Committee deem appropriate. The

Audit Committee may request any officer or employee of
the Company or the Company’s outside counsel or inde-
pendent auditor to attend a meeting of the Audit Commit-
tee or to meet with any members of, or consultants to, the
Audit Committee.

What matters have members of the Audit Committee
discussed with management and the independent

auditor?

As part of its oversight of the Company’s financial state-
ments, the Audit Committee reviews and discusses with
both management and the Company’s independent audi-
tor all annual and quarterly financial statements prior to
their issuance. During 2018, management advised the
Audit Committee that each set of financial statements
reviewed had been prepared in accordance with account-
ing principles generally accepted in the U.S. and reviewed
significant accounting and disclosure issues with the
Audit Committee. These reviews included discussions
with the independent auditor of matters required to be dis-
cussed pursuant to applicable requirements of the
PCAOB and the SEC, including the quality (not merely
the acceptability) of the Company’s accounting princi-
ples, the reasonableness of significant judgments, the
clarity of disclosures in the financial statements and dis-
closures related to critical accounting practices. The Audit
Committee has also discussed with KPMG matters relat-
ing to its independence, including a review of audit and
non-audit fees and the written disclosures and letter
received from KPMG required by applicable require-

ments of the PCAOB regarding KPMG’s communica-
tions with the Audit Committee concerning indepen-
dence. The Audit Committee also considered whether
non-audit services provided by the independent auditor
are compatible with the independent auditor’s indepen-
dence. The Audit Committee also received regular
updates, and written summaries as required by the
PCAOB rules (for tax and other services), on the amount
of fees and scope of audit, audit-related, tax and other ser-
vices provided.

In addition, the Audit Committee reviewed key initiatives
and programs aimed at strengthening the effectiveness of
the Company’s internal and disclosure control structure.
As part of this process, the Audit Committee monitored
the scope and adequacy of the Company’s internal audit-
ing program, reviewing staffing levels and steps taken to
implement recommended improvements in internal pro-
cedures and controls. The Audit Committee also reviewed
and discussed legal and compliance matters with man-
agement, and, as necessary or advisable, the Company’s
independent auditor.

Has the Audit Committee made a recommendation
regarding the audited financial statements for fiscal 2018?

Based on the Audit Committee’s discussions with man-
agement and the independent auditor and the Audit Com-
mittee’s review of the representations of management and
the report of the independent auditor to the Board of
Directors, and subject to the limitations on the Audit
Committee’s role and responsibilities referred to above
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and in the Audit Committee Charter, the Audit Commit-
tee recommended to the Board of Directors that it include
the audited consolidated financial statements in the Com-
pany’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2018 for filing with the SEC.



AUDIT COMMITTEE REPORT

Who prepared this report?

This report has been furnished by the members of the Audit Committee:

Louis T. Hsieh, Chair
Peter A. Bassi

Ed Yiu-Cheong Chan
Ruby Lu
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ADDITIONAL INFORMATION

Who pays the expenses incurred in connection with the

solicitation of proxies?

Expenses in connection with the solicitation of proxies
will be paid by us. Proxies are being solicited principally
by mail, by telephone and through the Internet. We have
retained Georgeson Inc. to act as a proxy solicitor for a fee
estimated to be $9,500, plus reimbursement of
out-of-pocket expenses. In addition, our directors, officers

and regular employees, without additional compensation,
may solicit proxies personally, by e-mail, telephone, fax
or special letter. We will reimburse brokerage firms and
others for their expenses in forwarding proxy materials to
the beneficial owners of shares of Company common
stock.

How may | elect to receive stockholder materials
electronically and discontinue my receipt of paper

copies?

Stockholders with shares registered directly in their name
who received stockholder materials in the mail may elect
to receive future annual reports and proxy statements
from us and to vote their shares through the Internet
instead of receiving copies through the mail. We are
offering this service to provide stockholders with added
convenience, to reduce our environmental impact and to
reduce annual report printing and mailing costs.

To elect this option, go to www.amstock.com, click on
Stockholder Account Access, log in and locate the option
to receive Company mailings via e-mail. Stockholders
who elect this option will be notified by mail how to
access the proxy materials and how to vote their shares on
the Internet or by phone.

If you consent to receive future proxy materials electroni-
cally, your consent will remain in effect unless it is with-
drawn by writing our transfer agent, American Stock
Transfer and Trust Company, LLC, 6201 15th Avenue,
Brooklyn, NY 11219 or by logging onto our transfer
agent’s website at www.amstock.com and following the
applicable instructions. Also, while this consent is in
effect, if you decide you would like to receive a paper
copy of the proxy materials, you may call, write or e-mail
American Stock Transfer and Trust Company, LLC or
Yum China Holdings, Inc., 7100 Corporate Drive, Plano,
Texas 75024, or Yum China Holdings, Inc., Yum China
Building, 20 Tian Yao Qiao Road, Shanghai 200030,
People’s Republic of China, Attention: Corporate Secre-

tary.

| share an address with another stockholder, and we
received only one paper copy of the proxy materials. How
may | obtain an additional copy of the proxy materials?

The Company has adopted a procedure called
“householding,” which has been approved by the SEC.
The Company and some brokers household proxy mate-
rials, delivering a single Notice and, if applicable, this

70 | YUM CHINA - 2019 Proxy Statement

proxy statement and the annual report, to multiple stock-
holders sharing an address unless contrary instructions
have been received from the affected stockholders or they
participate in electronic delivery of proxy materials.



Stockholders who participate in householding will con-
tinue to access and receive separate proxy cards. This pro-
cess will help reduce our printing and postage fees, as well
as save natural resources. If at any time you no longer
wish to participate in householding and would prefer to
receive a separate proxy statement, or if you are receiving
multiple copies of the proxy statement and wish to receive

ADDITIONAL INFORMATION

only one, please notify your broker if your shares are held
in a brokerage account or us if you hold registered shares.
You can notify us by sending a written request to Yum
China Holdings, Inc., 7100 Corporate Drive, Plano, Texas
75024, or to Yum China Holdings, Inc., Yum China
Building, 20 Tian Yao Qiao Road, Shanghai 200030 Peo-
ple’s Republic of China, Attention: Investor Relations.

May | propose actions for consideration at next year’s
annual meeting of the Company’s stockholders or
nominate individuals to serve as directors?

Under the rules of the SEC, if a stockholder wants us to
include a proposal in our proxy statement and proxy card
for presentation at the 2020 annual meeting of the Com-
pany’s stockholders, the proposal must be received by our
Corporate Secretary at our principal executive offices,
Yum China Holdings, Inc., 7100 Corporate Drive, Plano,
Texas 75024, or Yum China Holdings, Inc., Yum China
Building, 20 Tian Yao Qiao Road, Shanghai 200030,
People’s Republic of China, by November 30, 2019. We
strongly encourage any stockholder interested in submit-
ting a proposal to contact our Chief Legal Officer in
advance of this deadline to discuss the proposal. Stock-
holders may want to consult knowledgeable counsel with
regard to the detailed requirements of applicable securities
laws. Submitting a proposal does not guarantee that we
will include it in our proxy statement.

Under our amended and restated bylaws, stockholders
may also nominate persons for election as directors at an
annual meeting or introduce an item of business that is not
included in our proxy statement. These procedures pro-
vide that nominations for director nominees and/or an

item of business to be introduced at an annual meeting
must be submitted in writing to our Corporate Secretary at
our principal executive offices, and the stockholder sub-
mitting any such nomination or item of business must
include information set forth in our amended and restated
bylaws. For the 2020 annual meeting of the Company’s
stockholders, we must receive the notice of your intention
to introduce a nomination or to propose an item of busi-
ness no earlier than January 11, 2020 and no later than
February 10, 2020, unless we hold the 2020 annual meet-
ing before April 10, 2020 or after June 9, 2020, in which
case notice must be received no later than 10 days after
notice of the date of the annual meeting is mailed or public
disclosure of the date of the annual meeting is made,
whichever first occurs. Stockholders must also satisfy the
other requirements specified in our amended and restated
bylaws. You may contact the Company’s Corporate Sec-
retary at the address mentioned above for a copy of the
relevant bylaw provisions regarding the requirements for
making stockholder proposals and nominating director
candidates.

Is any other business expected to be conducted at the

Annual Meeting?

The Board is not aware of any matters that are expected to
come before the Annual Meeting other than those referred
to in this proxy statement. If any other matter should come
before the Annual Meeting, the individuals named on the
form of proxy intend to vote the proxies in accordance
with their best judgment.

The chairman of the Annual Meeting may refuse to allow
the transaction of any business, or to acknowledge the
nomination of any person, not made in compliance with
the foregoing procedures.
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growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of
the Exchange Act:

Large accelerated filer: Accelerated filer: [ ]

Non-accelerated filer: [] Smaller reporting company: [_]

Emerging growth company: [ ]
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting stan-
dards provided pursuant to Section 13(a) of the Exchange Act. ["]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No £
The aggregate market value of the voting stock (which consists solely of shares of common stock) held by non-affiliates of the registrant as of June 29, 2018, the last business day of the regis-
trant’s most recently completed second fiscal quarter, was approximately $15.0 billion. Solely for purposes of this disclosure, shares of common stock held by executive officers and directors of
the registrant as of such date have been excluded because such persons may be deemed to be affiliates. The number of shares of the registrant’s common stock outstanding as of February 22,2019
was 379,056,556 shares.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive proxy statement for the registrant’s 2019 annual meeting of stockholders (the “2019 Proxy Statement™), to be filed not later than 120 days after the end of the registrant’s
fiscal year, are incorporated by reference into Part I of this Form 10-K.
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Forward-Looking Statements

This annual report on Form 10-K (this “Form 10-K”) includes ““forward-looking statements” within the meaning of Sec-
tion 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). We intend all forward-looking statements to be covered by the safe harbor provisions of the Pri-
vate Securities Litigation Reform Act of 1995.

Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current facts. These
statements often include words such as “may,” “will,” “estimate,” “intend,” “seek,” “expect,” “project,” “‘anticipate,”
“believe,” “plan,” “could,” “target,” “predict,” “likely,” “should,” “forecast,” “outlook,” “model,” ‘“‘continue,”
“ongoing” or other similar terminology. Forward-looking statements are based on our current expectations, estimates,
assumptions or projections concerning future results or events, including, without limitation, statements regarding our
new store development plans, growth and margin expansion opportunities and expected franchisee ownership mix.
Forward-looking statements are neither predictions nor guarantees of future events, circumstances or performance and
are inherently subject to known and unknown risks, uncertainties and assumptions that could cause our actual results and
events to differ materially from those indicated by those forward-looking statements. We cannot assure you that any of
our expectations, estimates, assumptions or projections will be achieved. Factors that could cause actual results and
events to differ materially from our expectations, estimates, assumptions or projections include (i) the risks and uncer-
tainties described in the Risk Factors included in Part I, Item 1A of this Form 10-K and (ii) the factors described in Man-
agement’s Discussion and Analysis of Financial Condition and Results of Operations included in Part II, Item 7 of this
Form 10-K. You should not place undue reliance on forward-looking statements, which speak only as of the date hereof.
We disclaim any obligation to publicly update any forward-looking statement to reflect subsequent events or circum-
stances, except as required by law.
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ITEM 1. Business.

Yum China Holdings, Inc. (referred to herein as “Yum
China” and, together with its subsidiaries the “Company,”
“we,” “us,” and “our”) was incorporated in Delaware on
April 1, 2016. The Company’s U.S. office is located at
7100 Corporate Drive, Plano, Texas, 75024, which car-
ries on the key book-keeping, record-keeping and
day-to-day management functions of the holding com-
pany, and the telephone number at that location is (972)
338-7530. The Company’s operational headquarters is
located at Yum China Building, 20 Tian Yao Qiao Road,
Shanghai, 200030, People’s Republic of China (the
“PRC” or “China”), where its senior management team is
based. Our website address is http://www.yumchina.com.
The reference to the Company’s website address is for
informational purposes only, does not constitute incorpo-
ration by reference of the information contained on the
website and should not be considered part of this
Form 10-K.

“U.S. dollars”, “$” or “US$” refers to the legal currency
of the United States, and “RMB”’ or “Renminbi” refers to
the legal currency of China.

References to “our” or “the Company’s” restaurants or
restaurant system include references to restaurants owned
or franchised by us.

Spin-off Transaction

The Company separated from Yum! Brands, Inc.
(“YUM” or the “Parent”) on October 31, 2016 (the
“separation”), becoming an independent, publicly traded
company as a result of a pro rata distribution (the “distri-
bution”) of all outstanding shares of Yum China common
stock to shareholders of YUM. On October 31, 2016,
YUM’s shareholders of record as of 5:00 p.m. Eastern

2 | YUM CHINA - 2018 Form 10-K

Time on October 19, 2016 received one share of Yum
China common stock for every one share of YUM com-
mon stock held as of the record date. Common stock of
Yum China began trading “regular way” under the ticker
symbol “YUMC” on the New York Stock Exchange on
November 1, 2016.

In connection with the separation of the Company from
YUM, Yum! Restaurants Asia Pte. Ltd. (“YRAPL”), a
wholly-owned indirect subsidiary of YUM, and Yum
Restaurants Consulting (Shanghai) Company Limited
(“YCCL”), a wholly-owned indirect subsidiary of Yum
China, entered into a 50-year master license agreement
with automatic renewals for additional consecutive
renewal terms of 50 years each, subject only to YCCL
being in “good standing” and unless YCCL gives notice
of its intent not to renew, for the exclusive right to use and
sublicense the use of intellectual property owned by
YUM and its subsidiaries for the development, promotion
and operation of the KFC, Pizza Hut and, subject to
achieving certain agreed upon milestones, Taco Bell
brands and their related marks and other intellectual prop-
erty rights for restaurant services in the PRC, excluding
Hong Kong, Taiwan and Macau. In exchange, we pay a
license fee to YUM equal to 3% of net system sales from
both our Company and franchise restaurants. We own the
intellectual property of East Dawning, Little Sheep and
COFFii & JOY and pay no license fee related to these
concepts.

The KFC, Pizza Hut, East Dawning, Little Sheep, Taco
Bell and COFFii & JOY brands are collectively referred
to as the “brands” or “concepts’”. Throughout this Form
10-K, the terms “brands” and ‘“‘concepts” are used inter-
changeably and “restaurants,” “‘stores” and “units” are
used interchangeably.



General

We are the largest restaurant company in China, with over
8,400 restaurants as of year-end 2018 and $8.4 billion of
revenues. Our growing restaurant base consists of China’s
leading restaurant concepts, including KFC and Pizza Hut
brands, as well as brands such as East Dawning, Little
Sheep, Taco Bell and COFFii & JOY. We have the exclu-
sive right to operate and sublicense the KFC, Pizza Hut
and Taco Bell brands in China (excluding Hong Kong,
Taiwan and Macau), and own the intellectual property
of the East Dawning, Little Sheep and COFFii & JOY

Restaurant Concepts

Most restaurants in each concept offer consumers the
ability to dine in and carry out food. In addition, most res-
taurants in the KFC, Pizza Hut, East Dawning, Taco Bell
and COFFii & JOY concepts offer delivery service.

Each concept has proprietary menu items, many devel-
oped in China, and emphasizes the preparation of food
with high quality ingredients, as well as unique recipes
and special seasonings to provide appealing, tasty and
convenient food at competitive prices.

We have also made investments in delivery outside our
concepts, including via the acquisition of a controlling
interest in the holding company of DAOIJIA.com.cn
(“Daojia”), an established online food delivery service
provider.

Following is a brief description of each concept:
KFC

KFC is the leading quick-service restaurant (“QSR”)
brand in China in terms of system sales and number of
restaurants. Founded in Corbin, Kentucky by Colonel
Harland D. Sanders in 1939, KFC opened its first restau-
rant in Beijing, China in 1987. As of December 31, 2018,
there were over 5,900 KFC restaurants in over 1,200 cities
across China, and KFC continues to grow in both large
and small cities. In addition to Original Recipe chicken,
KFC in China has an extensive menu featuring pork, sea-
food, rice dishes, fresh vegetables, soups, congee, desserts
and many other products, including premium coffee. The

concepts outright. We were the first major global restau-
rant brand to enter China in 1987 and we have developed
deep operating experience in the market. We have since
grown to become one of China’s largest restaurant devel-
opers covering over 1,200 cities as of December 31, 2018.

As of December 31, 2018, we owned and operated
approximately 90% of our restaurants. Franchisees con-
tribute to our revenues on an ongoing basis through the
payment of royalties based on a percentage of sales.

KFC brand is also seeking to increase revenues from its
restaurants throughout the day with breakfast, delivery
and 24-hour operations in many of its locations. Measured
by number of restaurants, we believe KFC has a
two-to-one lead over the nearest Western QSR competitor
in China.

Pizza Hut

Pizza Hut is the leading casual dining restaurant (“CDR”)
brand in China, as measured by system sales and number
of restaurants, operating in over 500 cities as of
December 31, 2018 and offering multiple dayparts,
including breakfast, lunch and afternoon tea. Since oper-
ating its first China location in Beijing in 1990, Pizza Hut
has grown rapidly and, as of year-end 2018, there were
over 2,200 Pizza Hut restaurants across China. Pizza Hut
has an extensive menu offering a broad variety of pizzas,
entrees, pasta, rice dishes, appetizers, beverages and des-
serts. Measured by number of restaurants, we believe
Pizza Hut has a four-to-one lead over its nearest competi-
tor in China.

Other Concepts

Little Sheep. A casual dining brand with its roots in Inner
Mongolia, China, Little Sheep specializes in “Hot Pot”
cooking, which is very popular in China, particularly dur-
ing the winter months. Little Sheep had over 300 units in
both China and international markets as of December 31,
2018. Of these, over 280 units were franchised.
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East Dawning. East Dawning is a Chinese food QSR
brand located predominantly in bustling transportation
hubs. There were 14 units as of year-end 2018.

Taco Bell. Taco Bell is the world’s leading QSR brand
specializing in Mexican-style food, including tacos, bur-
ritos, quesadillas, salads, nachos and similar items. The
Company opened its first Taco Bell restaurant in

Our Strategies

The Company’s primary strategy is to grow sales and
profits across its portfolio of brands through increased
brand relevance, new store development and enhanced
unit economics. Other areas of investment include store
remodels, product innovation and quality, improved
operating platforms leading to improved service, store-
level human resources including recruiting and training,
creative marketing programs and product testing.

New-Unit Growth

Rapidly growing consumer class. Given the rapidly
expanding middle class, we believe that there is signifi-
cant opportunity to expand within China, and we int