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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

FOR ANNUAL AND TRANSITION REPORTS
PURSUANT TO SECTIONS 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2004
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 1-5231

McDONALD'S CORPORATION

(Exact name of registrant as specified in its chaetr)

Delaware 36-2361282
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)

McDonald’s Plaza

Oak Brook, lllinois 60523
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area code(630) 623-3000

Securities registered pursuant to Section 12(b) dfie Act:

Name of each exchange

Title of each class on which registered
Common stock, $.01 par value New York Stock Exchange
Chicago Stock Exchange
8 7/ 8% Debentures due 2011 New York Stock Exchange
7.05% Debentures due 202 New York Stock Exchange
7.31% Subordinated Deferrable Interest Debentures ae 2027 New York Stock Exchange
6 3/ 8% Debentures due 2028 New York Stock Exchange

Securities registered pursuant to Section 12(g) ¢e Act:

None
(Title of Class)




Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No [

Indicate by check mark if disclosure of delinquidlers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of registrant’s knowledgalefinitive proxy or information statements incorgted by reference in Part Il of this Form
10-K or any amendment to this Form 10-KIX]

Indicate by check mark whether registrant is arekecated filer (as defined in Exchange Act Rule-22b Yes No O

The aggregate market value of voting common helddnaffiliates of the registrant was $32,650,758,48 of June 30, 2004. The number of
shares of common stock outstanding was 1,272,1338Dbf January 31, 2005.

DOCUMENTS INCORPORATED BY REFERENCE

Part 11l of this 10-K incorporates information bgference from the registrant’'s 2005 definitive gpretatement which will be filed no later
than 120 days after December 31, 2004.
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. Part |

Item 1. Business
McDonald’s Corporation, the registrant, togethehvis subsidiaries, is referred to herein as tBerfipany.”

(a) General development of business

During 2004, there have been no significant chatgése Company’s corporate structure or matehahges in the Company’s method of
conducting business. Effective January 1, 2005;emeganized certain of our subsidiaries to fad#itdne organization of our geographic
segments into a structure that more appropriatflgats the operation of the Company’s worldwidsibess. We created separate Delaware
corporate entities for certain of the geographgnsents, namely McDonald’s USA, McDonald’'s EuropeDdnald’s AMEA (Asia, Middle
East and Africa), McDonald’s Latin America and Maiadd’s International. An additional subsidiary wasated for McDonald’s Ventures
which consists of our non-McDonald’s brands.

(b) Financial information about segments
Segment data for the years ended December 31, 2003,and 2002 are included in Part Il, Iltem 8,029 of this Form 10-K.

(c) Narrative description of business
. General

The Company primarily operates and franchises Mels restaurants in the food service industry.SEhestaurants serve a varied, yet
limited, value-priced menu (see Products) in mheat100 countries around the world.

The Company also operates Boston Market and Chipd¢ixican Grill and has a minority ownership ingri@ U.K.-based Pret A
Manger. In December 2003, the Company sold its BxsRizzeria business.

Since McDonald’s restaurant business comprisesaliytall of the Company’s consolidated operatiaguits, this narrative primarily
relates to that business, unless otherwise noted.

All restaurants are operated either by the Complayyndependent entrepreneurs under the termsnéffiise arrangements
(franchiseesl/licensees), or by affiliates operatinder license agreements.

The Company'’s operations are designed to assusistency and high quality at every McDonaldéstaurant. When granting franch
and forming joint ventures, the Company is selectiud generally is not in the practice of franeiggio or partnering with investor groups or
passive investors.

Under the conventional franchise arrangement, frisees provide capital by initially investing iretequipment, signs, seating and
décor of their restaurant businesses, and by rsiimgein the business over time. The Company gdpestaares the investment by owning or
leasing the land and building. Franchisees contibmthe Company’s revenue stream through payofeeint and service fees based upon a
percent of sales, with specified minimum rent pagtagalong with initial fees. The conventional fthise arrangement typically lasts 20 yi
and franchising practices are generally consigtentighout the world. A discussion regarding sékestion is included in Part I, Item 2, page
5 of this Form 10-K.

The Company, its franchisees/licensees and aéffipurchase food, packaging, equipment and otleetsgioom numerous independent
suppliers that have been approved by the CompdmyCbmpany has established and strictly enforags-dpiiality standards. The Company
has quality assurance labs around the world torerthat our high standards are consistently meg.qgtality assurance process not only
involves ongoing product reviews, but also on-gigpections of suppliers’ facilities. Further, adlity Assurance Board, composed of the
Company’s technical, safety and supply chain sfistsaprovides strategic global leadership foraalbects of food quality and safety. In
addition, the Company works closely with suppli@&ncourage innovation, assure best practiceslavel continuous improvement.

Independently owned and operated distribution eentdso approved by the Company, distribute prisdaicd supplies to most
McDonald’s restaurants. In addition, restauranspenel are trained in the proper storage, handlimtgpreparation of our products and in the
delivery of customer service.

McDonald’s global brand is well known. Marketingpmotional and public relations activities are desid to promote McDonald’s
brand image and differentiate the Company from cetitgys. Marketing and promotional efforts focusvatue, food taste, menu choice and
the customer experience. In addition, the Comparigdused on being a leader in social respongibdis the Company believes it is import
to give back to the people and communities arobednmorld who are responsible for our success.

. Products

McDonald’s restaurants offer a substantially umifanenu. In addition, McDonald’s tests new productsan ongoing basis.

McDonald’s menu includes hamburgers and cheesetsjiggy Mac, Quarter Pounder with Cheese, Big NstyaFilet-O-Fish, several
chicken sandwiches, Chicken McNuggets, Chickencigléench fries, premium salads, milk shakes, Ml desserts, sundaes, soft serve
cones, pies, cookies, and soft drinks and otheetages. In addition, the restaurants sell a vadétther products during limited-time
promotions.



McDonald’s restaurants in the U.S. and certainrivdBonal markets are open during breakfast hoodsoéfer a full- or limitedbreakfas
menu. Breakfast offerings may include Egg McMuffsausage McMuffin with Egg, McGriddle, biscuit amabel sandwiches, hotcakes and
muffins.
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Chipotle serves gourmet burritos and tacos. Botarket is a home-meal replacement concept senlilgken, meatloaf and a variety
of other main and side dishes. Pret A Manger igiekgservice food concept that serves mainly prepp@nd packaged cold sandwiches,
shacks and drinks during lunchtime.

. Intellectual property

The Company owns valuable intellectual propertyuding trademarks, service marks, patents, copigighade secrets and other proprietary
information, some of which, including “McDonald’s;The Golden Arches Logo,” “Ronald McDonald,” “Bigac” and other related marks,
are of material importance to the Companyusiness. Depending on the jurisdiction, tradkmgenerally are valid as long as they are us
registered. Patents and licenses are of varyingirény durations.

. Seasonal operations
The Company does not consider its operations &ehsonal to any material degree.
. Working capital practices

Information about the Company’s working capitalgii@es is incorporated herein by reference to Manant’s discussion and analysis of
financial condition and results of operations fog t/ears ended December 31, 2004, 2003 and 2@@&rirl, Iltem 7, pages 10 through 26,
the Consolidated statement of cash flows for treeyended December 31, 2004, 2003 and 2002 irlP&eim 8, page 30 of this Form 10-K.

. Customers

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

. Backlog

Company-operated restaurants have no backlog orders

i Government contracts

No material portion of the business is subjecetwegotiation of profits or termination of contractssubcontracts at the election of the L
government.

. Competition

McDonald’s restaurants compete with international, natiaregjional and local retailers of food products. Tmmpany competes on the be
of price, convenience and service and by offeringlity food products. The Company’s competitiorthie broadest perspective includes
restaurants, quickservice eating establishmerggagparlors, coffee shops, street vendors, conweaitood stores, delicatessens and
supermarkets.

In the U.S., there are about 529,000 restauraatg#nerated $373 billion in annual sales in 200gDonald’s restaurant business
accounts for 2.5% of those restaurants and 6.58tec$ales. No reasonable estimate can be made ofithber of competitors outside the
u.s.

. Research and developmt

The Company operates a research and developmdity facthe U.S. and two facilities in Europe. Wiiresearch and development activities
are important to the Comparsybusiness, these expenditures are not materitdpéndent suppliers also conduct research acsitie benet
the McDonald’s System, which includes franchisees suppliers as well as the Company, its subs&baand joint ventures.

. Environmental matter

The Company is not aware of any federal, stateaallenvironmental laws or regulations that willterally affect its earnings or competitive
position or result in material capital expenditutdswever, the Company cannot predict the effedtoperations of possible future
environmental legislation or regulations. Duringd20there were no material capital expendituregftironmental control facilities and no
such material expenditures are anticipated.

. Number of employe¢

During 2004, the Company’s average number of engdseywvorldwide, including Comparoperated restaurant employees, was approxinm
438,000. This includes employees at McDonald’s Camygperated restaurants as well as other restauranepts operated by the Compe
(d) Financial information about geographic areas

Financial information about geographic areas isiporated herein by reference to Management’s dion and analysis of financial
condition and results of operations in Part lIimté, pages 10 through 26 and Segment and geogriaftrimation in Part I, Item 8, page 39
of this Form 10-K.

(e) Available information

The Company is subject to the informational requeats of the Securities Exchange Act of 1934 (ErgkaAct). The Company therefc



files periodic reports, proxy statements and othirmation with the Securities and Exchange Corsiois (SEC). Such reports may be
obtained by visiting the Public Reference Roomhef $EC at 450 Fifth Street, NW, Washington, D.G43) or by calling the SEC at (800)
SEC-0330. In addition, the SEC maintains an intesite (www.sec.gov) that contains reports, promgt amformation statements and other
information.

Financial and other information can also be acckesehe investor section of the Company’s welsiteww.mcdonalds.com. The
Company makes available, free of charge, copiesmiofnnual report on Form 10-K, quarterly reportd=orm 10-Q, current reports on Form
8-K, and amendments to those reports filed or filmed pursuant to Section 13 (a) or 15 (d) of thehBrge Act as soon as reasonably
practicable after filing such material electronigalr otherwise furnishing it to the SEC. Copiedinancial and other information are also
available free of charge by calling (630) 623-742®y sending a request to McDonald’s Corporatiorestor Relations Service Center,
Department 300, McDonald’s Plaza, Oak Brook, liign60523.

Also posted on McDonald’s website are the Compa@grgporate Governance Principles, the chartersaddhald’s
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Audit Committee, Compensation Committee and Govara&ommittee, the Company’s Standards of Busi@essluct, the Code of Ethics
for the Chief Executive Officer and Financial O#fis and the Code of Conduct for the Board of DinectCopies of these documents are also
available free of charge by calling (630) 623-742&y sending a request to McDonald’s Corporatiorestor Relations Service Center,
Department 300, McDonald’s Plaza, Oak Brook, llign60523.

The Company'’s then Chief Executive Officer, Chate®Bell, certified to the New York Stock Exchan@é&Y SE) on June 16, 2004,
pursuant to Section 303A.12 of the NYSE’s listitgnslards, that he was not aware of any violatiothbyCompany of the NYSE's corporate
governance listing standards as of that date.

Information on our website is not incorporated ititis Form 10-K or our other securities filings aaadhot a part of them.

Item 2. Properties

The Company identifies and develops sites that affevenience to customers and long-term salepgofi potential to the Company. To
assess potential, the Company analyzes traffioratking patterns, census data, school enrolimaemsother relevant data. The Company’s
experience and access to advanced technology aihlnating this information. The Company generaisns the land and building or
secures long-term leases for restaurant siteshwdrisures long-term occupancy rights and helpsaaeiated costs. Restaurant profitability
for both the Company and franchisees is importhetiefore, ongoing efforts are made to control agerdevelopment costs through
construction and design efficiencies, standardizadind by leveraging the Company’s global souraieigvork. Additional information about
the Company'’s properties is included in Managensediscussion and analysis of financial conditiod egsults of operations in Part Il, Item
7, pages 10 through 26 and in Financial statensmdsupplementary data in Part I, Item 8, pagethédtigh 43 of this Form 10-K.

Item 3. Legal proceedings

The Company has pending a number of lawsuits wiéste been filed from time to time in various juigtibns. These lawsuits cover a broad
variety of allegations spanning the Compangntire business. The following is a brief des@ipof the more significant of these categorie
lawsuits. In addition, the Company is subject taouss federal, state and local regulations thatchparious aspects of its business, as
discussed below. While the Company does not betiegateany such claims, lawsuits or regulations hétve a material adverse effect on its
financial condition or results of operations, urdeable rulings could occur. Were an unfavorablenguto occur, there exists the possibility of
a material adverse impact on net income for themgen which the ruling occurs or for future persd

. Shareholders

On April 2, 2004, a class action lawsuit was filedhe United States District Court for the North@&istrict of Illinois (Case No. 04C-2422)
(Allan Selbst v. McDonald’s Corporation, Jack M. @nberg, Matthew H. Paull and Michael J. Robé@rtalleging violation of federal
securities laws. Two nearly identical actions warbsequently filed in the same court. On OctobeR@94, the lead plaintiff filed its
amended and consolidated class action complalagiad), among other things, that the Company adividual defendants misled investors
by issuing false and misleading financial reporid aarnings projections in a series of press reteand other public statements between
December 14, 2001 and January 22, 2003, therelrgtatieg the Company’s current and anticipatediagsn The amended complaint seeks
class action certification, unspecified compensatiaamages, and attorneyses and costs. On January 18, 2005, the defenfiladts motior
to dismiss the amended complaint which remains ipgnd

We received notice of a shareholder derivativeoagcfiiled July 9, 2004, in the Circuit Court of GoGounty, Illinois, Chancery
Division, (Case No. 04CH10921Marilyn Clark, Derivatively on Behalf of McDonald@orporation v. Jack M.Greenberg, Matthew H.
Paull, Michael J. Roberts, James A. Skinner, StaRleStein, Gloria Santona, Fred L.Turner, MichBeQuinlan, Hall Adams, Jr., Charles
Bell, Edward A. Brennan, Robert A. Eckert, Enri¢ieznandez, Jr., Jeanne P. Jackson, Donald G. Lubflter E.Massey, Andrew
McKenna, Cary D. McMillan, John W. Rogers, Jr.,Jdr. Savage, Roger W. Stone, and Robert N. Thu). This suit is purportedly
brought on behalf of McDonald’s Corporation agagesteral of its current and former directors arfitefs (collectively “Individual
Defendants”), and the Corporation as a nominalrdifat.Clark contains allegations similar to the federal coarnplaint, with additional
allegations that the Individual Defendants partitgal in or failed to prevent the alleged securftiasd violations described abov@ark
alleges that these acts or omissions by the IndaliBefendants constitute breaches of fiduciary datbuse of control, gross mismanagement,
waste of corporate assets, and unjust enrichridatk seeks judgement in favor of McDonald’s Corporafien(1) unspecified damages
sustained by the Corporation; (2) injunctive refiestricting the proceeds of Individual Defendamtading activities or other assets to assure
the Corporation has an effective remedy; (3) netitib and disgorgement of all profits, benefits atfter compensation; and (4) attorneys’
fees and costs. None of the defendants has beesdseith this complaint.

The Company believes that it has substantial lagdlfactual defenses to the plaintiffs’ claims amdintend to defend these lawsuits
vigorously.

. Obesity

On or about February 17, 2003, two minors, by tharents and guardians, filed an Amended Compdgjainst McDonald’s Corporation in
the United States District Court for the Southeistiict of New York (Case No. 02

McDonalc' s Corporation 5
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Civ. 7821 (RWS))Ashley Pelman, a child under the age of 18 yegrsdy mother and natural guardian, Roberta Pelmad dazlen Bradle

a child under the age of 18 years, by her fathet aatural guardian, Israel Bradley v. McDonald’s poration) seeking class action status
on behalf of individuals in New York under the afel 8 (and their parents and/or guardians), whabmecobese or developed other adverse
health conditions allegedly from eating McDonalgisducts. On September 3, 2003, the Court dismiskedunts of the complaint with
prejudice. On January 25, 2005, following an appgahe plaintiffs, the Second Circuit Court of Aggs Court vacated the District Court’s
decision to dismiss alleged violations of Sectid® 8f the New York Consumer Protection Act as eghfin Counts I-11l of the amended
complaint.

The surviving counts in the amended complaint allat McDonald’s violated Section 349 of the Nearkf Consumer Protection Act
through the following conduct: (1) the combinedeetfof McDonald’s various promotional representadiduring the class period was to
create the false impression that its food prodwete nutritionally beneficial and part of a healtifigstyle if consumed daily; (2) McDonald’s
failed adequately to disclose that its use of aeddditives and the manner of its food processamglered certain of its foods substantially
less healthy than represented; and (3) McDonaletgpttively represented that it would provide niatnial information to its New York
customers when in reality such information wasmeatlily available at a significant number of McDluha outlets in New York visited by tt
plaintiffs and others.

Plaintiffs seek unspecified compensatory damagesya@er directing McDonald’s to label its individymoducts specifying the fat, salt,
sugar, cholesterol and dietary content; “fundinguofeducational program to inform children and tdoi the dangers of eating certain foods”
sold by McDonald’s; and attorneys’ fees and costs.

The Company believes that it has substantial lagdlfactual defenses to the plaintiffs’ claims amdintend to defend these lawsuits
vigorously.

. Franchising

A substantial number of McDonakltestaurants are franchised to independent eatreprs operating under contractual arrangemenistiae
Company. In the course of the franchise relatignahicasional disputes arise between the Compathitsaafranchisees relating to a broad
range of subjects including, but not limited toality, service and cleanliness issues, contentiegarding grants or terminations of
franchises, payments of rents, franchisee claimadditional franchises or rewrites of franchises] delinquent payments. Additionally,
occasional disputes arise between the Companynaindduals who claim they should have been graat&éttDonald’s franchise.

. Suppliers

The Company and its affiliates and subsidiariesatosupply, with minor exceptions outside the Uf&od, paper or related items to any
McDonald's restaurants. The Company relies uponarams independent suppliers that are required &1 ared maintain the Compasyhigh
standards and specifications. On occasion, dispuies between the Company and its suppliers amar of issues including, by way of
example, compliance with product specifications tiiedCompany’s business relationship with supplieraddition, disputes occasionally
arise on a number of issues between the Companindiviluals or entities who claim that they shobkl (or should have been) granted the
opportunity to supply products or services to tleenPany’s restaurants.

. Employee:

Hundreds of thousands of people are employed bZtmpany and in restaurants owned and operatedidsydsaries of the Company. In
addition, thousands of people from time to timekssraployment in such restaurants. In the ordinaryrse of business, disputes arise
regarding hiring, firing and promotion practices.

. Customers

The Company’s restaurants serve a large crosssaetttithe public. In the course of serving so mpegple, disputes arise as to products,
service, accidents, advertising, nutritional artteotisclosures as well as other matters typicahoéxtensive restaurant business such as tha
of the Company.

. Intellectual property

The Company has registered trademarks and senddesppatents and copyrights, some of which areaikrial importance to the
Company’s business. From time to time, the Compaay become involved in litigation to defend andtecbits use of its intellectual

property.
. Government regulations

Local, state and federal governments have adoptesl &nd regulations involving various aspects efréstaurant business including, but not
limited to, franchising, health, safety, environmeamning and employment. The Company strives taplg with all applicable existing
statutory and administrative rules and cannot ptabe effect on its operations from the issuarfadditional requirements in the future.
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Item 4. Submission of matters to a vote of shareholders
None.

The following are the Executive Officers of our Corpany:

Ralph Alvarez49, is President of McDonald’s North America, aipos to which he was appointed in January 2005sktwed as President,
McDonald’s USA, from July 2004 to January 2005.rrdanuary 2003 to July 2004, Mr. Alvarez servethasChief Operations Officer for
McDonald’s USA. Prior to that time he served assRient, Central Division—McDonald’'s USA from Octol#901 to January 2003; President
of McDonald’s Mexico from November 2000 to Octo2601; and Regional Director for Chipotle MexicarillGrom February 1999 to
November 2000. Except for a brief period in 1999, Mvarez has served the Company for 10 ye

M. Lawrence Light63, is Corporate Executive Vice Presideédisbal Chief Marketing Officer. He has served iattposition since joining tr
Company in September 2002. Prior to joining McDdislhe was President and Chief Executive Offidekrcature, a brand consultancy.
Mr. Light has been with the Company for two years.

Matthew H. Paull53, is Corporate Senior Executive Vice Presidedt@hief Financial Officer. From July 2001 to Jur@®2 he was
Corporate Executive Vice President and Chief Firar@fficer. Prior to that time, he served as SeMize President, Corporate Tax and
Finance from December 2000 to July 2001, SenioeVWesident from January 2000 to December 200 a@dPresident from June 1993 to
January 2000. Mr. Paull has been with the Company 1 years.

David M. Pojman45, is Corporate Senior Vice President— Controdgupsition he has held since March 2002. He seasedice President
and Assistant Corporate Controller from January02@0March 2002; and from July 1997 to January 20@G0served as Vice President—
International Controller. Mr. Pojman has been wfith Company for 22 years.

Michael J. Roberts54, is President and Chief Operating Officer, & pmsvhich he was elected on November 22, 2004adsalhas served as
a Director since that date. Previously, he was {Executive Officer—McDonald’s USA from July 2004 November 2004 and prior to that,
President—-McDonald’s USA from June 2001. From li997 to June 2001, Mr. Roberts was President, Wiegtion—McDonald’s USA. Mr.
Roberts has been with the Company for 27 years.

Gloria Santonab4, is Corporate Executive Vice President, Geneaainsel and Secretary, a position she has held dilg 2003. From June
2001 to July 2003, she was Corporate Senior ViesiBent, General Counsel and Secretary. From Deme@®0 to June 2001, she was \
President, U.S. General Counsel and Secretary. Ftarah 1997 to December 2000, she was Vice Presib&puty General Counsel and
Secretary. Ms. Santona has been with the ComparRrfgears.

James A. Skinne60, is Vice Chairman and Chief Executive Officepast to which he was elected on November 22, 280d also has
served as a Director since that date. He servé&ficesChairman from January 2003 to November 20@amnPresident and Chief Operating
Officer of McDonald’s Worldwide Restaurant Grouptr February 2002 to December 2002. Prior to ttegdrved as President and Chief
Operating Officer of McDonald’s Europe, Asia/ PagiMiddle East and Africa from June 2001 to Febyu2002; and President of
McDonald’s Europe from December 1997 to June 2001 Skinner has been with the Company for 34 years.

Russell P. Smytl48, is President—-McDonald’s Europe, a position biclv he was appointed in January 2003. He serv&dessdent of
Partner Brands from December 2001 to January 2@@3national Relationship Partner for Southeast@antral Asia from May 1999 to
December 2001; and Vice President of the Latin AcaeGroup from July 1996 to May 1999. Mr. Smyth bagn with the Company for 21
years.

McDonalc' s Corporation 7
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. Part Il

Item 5. Market for registrant’s common equity, related shareholder matters and issuer purchases of equity segties
The Company’s common stock trades under the syMiii and is listed on the New York and Chicago stexkhanges in the U.S.

The following table sets forth the common stoclc@rianges on the New York Stock Exchange comptagite and dividends declared
per common share.

2004 2003
Dividend Dividend

DOLLARS PER SHARE High Low High Low

Quatrter:

First 29.9¢ 24.5¢ — 17.3¢ 12.17 —

Seconc 29.4: 25.0t — 22.9¢ 13.8¢ —

Third 28.28 25.6¢ 550 24.37 20.4( .40C

Fourth 32.9¢ 27.31 — 27.01 23.01 —

Year 32.9¢ 24.5¢ 550 27.01 12.17 .40C

The number of shareholders of record and benefisialers of the Company’common stock as of January 31, 2005 was estinatee
971,000.

Given the Company'’s returns on equity and assedsagement believes it is prudent to reinvest afgignt portion of earnings back
into the business and use excess cash flow forrdphyments and returning cash to shareholdemsrdhiough share repurchases or
dividends. The Company has paid dividends on comstack for 29 consecutive years through 2004 assdrii@eased the dividend amoun
least once every year. As in the past, furtherdéinds will be considered after reviewing returnsttareholders, profitability expectations and
financing needs and will be declared at the digmmetf the Company’s Board of Directors.

The following table presents information relateadepurchases of common stock the Company madegditinthree months ended December
31, 2004.

Issuer purchases of equity securit

Maximum dollar amount
that may yet be purchase:
under the program

Total number of
shares purchased
under the program*

Total number of
Shares purchase

Average price

Period paid per share

October -31, 2004
November -30, 2004
December -31, 2004

Total

5,64¢ $ 28.8¢
94,10« $ 29.72
280,41¢ $ 30.2i
380,17: $ 30.1%

5,64¢
94,10
280,41¢

380,17:

3,432,124,00
3,429,327,00
3,420,838,00

& @ B

3,420,838,00

* In October 2001, the Company announced that itsdo&Directors authorized a $5.0 billion share tgphase program with no specifi
expiration date. In accordance with the Companpternal policy, the Company repurchases shardg during limited timeframes in ea

month.

The following table summarizes information about equity compensation plans as of December 31,.2804utstanding awards relate to
our Common Stock. Shares issued under all of thewimg plans may be from the Company’s treasuewly issued or both.

Equity compensation plan informati

Plan category

Equity compensation plans approved by secul
holders

Equity compensation plans not approved by
security holder:

Number of securities
to be issued upon exercit
of outstanding options,
warrants and rights

@
109,245,23M

59,341,14@

Weighted-average
exercise price
of outstanding options
warrants and rights

(b)
$ 24.01

$ 34.8¢

Number of securities
remaining available for
future issuance under
equity compensation plan
(excluding securities
reflected in column (a))

(©
57,228,77



Total 168,586,37 $ 27.6¢ 57,228,77

(1) Includes stock options outstanding under the fahgwlans: 2001 Omnibus Stock Ownership 59,192,137 shares; 1992 Stock
Ownership Incentive Plan (1992 Plan)-46,788,226a6a1975 Stock Ownership Option Plan (1975 Plar§3&,506 shares; and Non-
Employee Director Stock Option P-197,828 shares. Also includes 1,728,542 restristedk units granted under the McDonald’s
Corporation 2001 Omnibus Stock Ownership P

(2) Includes stock options outstanding under the falgwlans: 1992 Pla—58,291,640; 1975 Plan—1,000,000; and 1999 Non-Bygsd
Director Stock Option Ple-49,500.
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Item 6. Selected financial data
11-year summary

DOLLARSIN MILLIONS,

EXCEPT PER SHARE DATA 2004 2003 2002 2001 2000 1999 1998 1997 1996 1995 1994
Compan-operated sale $14,22: 12,79* 11,50C 11,04: 10,467 9,51z 8,89t 8,13¢ 7,571 6,86% 5,79
Franchised and affiliated revent $ 4,841 4,34t 3,90¢ 3,82¢ 3,77¢ 3,741 3,52¢ 3,27 3,11€¢ 2,93z 2,52¢
Total revenues $19,06 17,14( 15,40¢  14,87( 14,247 13,25¢ 12,42. 11,40¢ 10,687 9,79t 8,321
Operating income $ 3,541 2832 211 2691 3,33 3,32( 2,76:5 2,80¢ 2,63: 2,601 2,241
Income before taxes and cumulative

effect of accounting changes $ 3,200 2.34€@ 16629 2,33(® 2,882 2,88/ 2,301 2,407 2,251 2,16¢ 1,88
Net income $ 2,27¢™  1,47128)  89zEN 1,631 1,977 1,94¢ 1,55(® 1,64z 1,57¢ 1,427 1,22¢
Cash provided by operations $ 3,90¢  3,26¢ 2,89( 2,68¢ 2,751 3,00¢ 2,76€ 2,44 2,461 2,29¢ 1,92¢
Capital expenditures $ 1,41¢ 1,30 2,00¢ 1,90¢ 1,94t 1,86¢ 1,87¢ 2,111 2,378 2,06¢ 1,53¢
Treasury stock purchases $ 60t 43¢ 687 1,09( 2,00z 93¢ 1,16- 765 60t 321 50C
Financial position at year end:
Total asset $27,83¢ 25,83t 24,19« 22,53t 21,68:20,98: 19,78« 18,24: 17,38¢ 15,41*F 13,59:
Total debt $ 9,22( 9,731 9,97¢ 8,91¢ 8,47</ 7,257 7,04: 6,46¢ 552: 4,83¢ 4,35]
Total shareholde’ equity $14,20. 11,98: 10,28: 9,48¢ 9,20¢ 9,63¢ 9,46t 8,85: 8,71¢ 7,861 6,88F
Shares outstanding

IN MILLIONS 1,27C 1,262 1,26¢ 1,281 1,30t 1,357 1,35¢ 1,371 1,38¢ 1,40C 1,38
Per common share:
Net incom«basic $ 1.81® 1.1€@®  7¢eN 127 1.4¢ 144 1149 117 111 .9¢ .84
Net incomediluted $ 179D 118 7CE7 1284 14€ 1.3¢ 1.1(® 1.1F 1.0 .97 .82
Dividends declare $ 5t AC .24 .28 .22 .20 A8 1€ A5 A3 A2
Market price at year er $ 32.0¢ 24.8: 16.0¢ 26.41 34.0C 40.31 38.41 23.8¢ 22.6¢ 22.5¢ 14.6:
Compan-operated restaurar 9,212 8,95¢ 9,00( 8,37¢ 7,65z 6,05¢ 5,43: 4,887 4,29¢ 3,787 3,21¢
Franchised restaurar 18,24¢ 18,13. 17,86« 17,39 16,79¢ 15,94¢ 15,08¢ 14,197 13,37+ 12,18¢ 10,94«
Affiliated restaurant: 4,101  4,03¢ 4,24¢ 4,32 4,26C 4,301 3,99/ 3,844/ 3,21€¢ 2,33( 1,73¢
Total Systemwide restaurants 31,56 31,12¢ 31,10¢ 30,09¢ 28,707 26,30¢ 24,51: 22,92¢ 20,88¢ 18,29¢ 15,89¢
Franchised and affiliated sales? $37,06¢ 33,137 30,02¢ 29,59( 29,71:28,97¢ 27,08¢ 25,50z 24,24 23,05 20,19
(1) Includes pretax operating charges of $130 milliefated to asset/goodwill impairment and $160 mill{21 million related to 200

()

(3)

(4)

()
(6)

and $139 million related to prior years) for a cention in the Company’s lease accounting practams policies (see Other operating
expense, net note to the consolidated financiaéstants for further details), as well as a nonogiagagain of $49 million related to the
sale of the Company'interest in a U.S. real estate partnership, faotl pretax expense of $241 million ($172 millafter tax or $0.1
per share)

Includes pretax charges of $408 million ($323 miiliafter tax or $0.25 per share) primarily relatedthe disposition of certain n-
McDonalds brands and asset/goodwill impairment. See Otparating expense, net note to the consolidatethfiial statements for
further details.

Includes pretax charges of $853 million ($700 miiliafter tax or $0.55 per share) primarily relatedrestructuring certair
international markets and eliminating positionsstaurant closings/asset impairment and the wrifesbtechnology costs. See Other
operating expense, net note to the consolidatehfial statements for further detai

Includes pretax operating charges of $378 millisimavrily related to the U.S. business reorganizatand other global chanc
initiatives, and restaurant closings/asset impaintinas well as net pretax nonoperating income os&hilion primarily related to a
gain on the initial public offering of McDon¢és Japan, for a total pretax expense of $253 mill{§143 million after tax or $0.11 per
share).

Includes pretax charges of $322 million ($219 miiliafter tax or $0.16 per share) consisting of $ififion of Made For You costs ai
$160 million related to a home office productivititiative.

Includes a $37 million aft-tax charge ($0.03 per share) to reflect the cuniudeeffect of the adoption of SFAS No.143 “Accimgntor
Asset Retirement Obligatio” which requires legal obligations associated witte retirement of long-lived assets to be recoghate
their fair value at the time the obligations areimred. See Summary of significant accounting pEsioote to the consolidated financ



(7)

(8)

statements for further detail

Includes a $99 million aft-tax charge ($0.08 per share—basic and $0.07 pareskdiluted) to reflect the cumulative effect & th
adoption of SFAS No.142 “Goodwill and Other IntarigiAssets,” which eliminates the amortization obdwill and instead subjects it
to annual impairment tests. See Summary of signifiaccounting policies note to the consolidatedificial statements for further
details. Adjusted for the nonamortization provisiai SFAS No.142, net income per common share mauk been $0.02 higher in
2001 and 2000 and $0.01 higher in 1-1996.

While franchised and affiliated sales are netarded as revenues by the Company, managemesidsethey are important in

understanding the Company’s financial performaneeduse these sales are the basis on which the Gonuadculates and records
franchised and affiliated revenues and are indiwaf the financial health of the franchisee bi
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Item 7. Management'’s discussion and analysis of financiabadition and results of operations
Overview
Description of the business

The Company primarily operates and franchises Mellbs restaurants. In addition, the Company opsredgtain non-McDonald’s brands
that are not material to the Company’s overall ltss®f the more than 30,000 McDonald’s restauramntsver 100 countries, more than 8,000
are operated by the Company, approximately 18,800perated by franchisees/licensees and aboud 4/@0operated by affiliates. In
general, the Company owns the land and buildinrgeoures longerm leases for restaurant sites regardless ofopkoates the restaurant. T
ensures longterm occupancy rights and helps corglated costs.

Revenues consist of sales by Company-operatedirasta and fees from restaurants operated by fiseehand affiliates. These fees
primarily include rent, service fees and/or roytthat are based on a percent of sales, withfeggeoiinimum rent payments. Fees vary by
type of site, amount of Company investment andllbaainess conditions. These fees, along with oacap and operating rights, are
stipulated in franchise/license agreements tha¢igdiy have 20-year terms.

The business is managed as distinct geographicesggnunited States; Europe; Asia/Pacific, Middéstand Africa (APMEA); Latin
America and Canada. In addition, throughout thimrewe present a segment entitled “Other” thaluides non-McDonald’s brands (e.g.,
Boston Market and Chipotle Mexican Grill). The UgBd Europe segments each accounts for approxir&iés of total revenues. France,
Germany and the United Kingdom account for abo@b @6 Europe’s revenues; Australia, China and Jgpd&0%-owned affiliate accounted
for under the equity method) account for over 459 BMEA'’s revenues; and Brazil accounts for abddfedof Latin America’s revenues.
These seven markets along with the U.S. and Caaradaferred to as “major markets” throughout thfgort and comprise approximately
70% of total revenues.

In analyzing business trends, management consadessiety of performance and financial measurelsidiog Systemwide sales grow
comparable sales growth, operating margins andn®tu

. Constant currency results exclude the effects @idm currency translation and are calculated dydiating current year results at prior
year average exchange rates. Management reviewanazes business results in constant currennbases certain compensat
plans on these results because the Company betlesebetter represent the underlying businessis

. Systemwide sales in this report include sales bylaDonald’s and Other restaurants, whether opdrayethe Company, by franchisees
or by affiliates. While sales by franchisees arfdiaties are not recorded as revenues by the Compaanagement believes the
information is important in understanding the Compa financial performance because it is the basisvhich the Company calculates
and records franchised and affiliated revenuessamtlicative of the financial health of our framste base

. Comparable sales are a key performance indicatat within the retail industry and are indicativeagteptance of the Company’s
initiatives as well as local economic and consutreards. Increases or decreases in comparablereglesent the percent change in
constant currency sales from the same period iptioe year for all McDonald’s restaurants in opina at least thirteen months.
McDonald’s reports on a calendar basis and thezdfter comparability of the same month, quartenasaat with the corresponding
period of the prior year will be impacted by thexrof days. The number of weekdays, weekend daysianinlg of holidays in a given
timeframe can have a positive or negative impaatanparable sales. The Company refers to this itgmathe calendar shift/trading
day adjustment. This impact varies geographically th consumer spending patterns and has the gréagact on monthly comparat
sales andypically has minimal impact annually, with the eption of leap years, such as 2004, due to anrimaméal full day of sale:

. Return on incremental invested capital (ROIIC) measure reviewed by management to determine fibetigEness of capital deploye
The one-year return is calculated by taking theciase in operating income plus depreciation andigaton between 2004 and 2003
(numerator) and dividing this by the weighted ageraf 2004 and 2003 adjusted cash used for inggatitivities (denominator). The
calculation assumes an average exchange ratetevpetiods included in the calculation. In additiorthe one-year ROIIC,
management reviews this measure over longer timedsein assessing the effectiveness of capitaloged and in allocating capital to
business units

Strategic direction and financial performance

In 2002, the Company’s results reflected a focugromvth through adding new restaurants, with assgedihigh levels of capital expenditures
and debt financing. This strategy, combined withlignging economic conditions and increased coripetin certain key markets, adversely
affected results and returns on investment.

In 2003, the Company introduced a comprehensiviéatzation plan to increase McDonald's relevanzedday’s consumers as well as
improve our financial discipline. We redefined strategy to emphasize growth through adding moséocters to existing restaurants and
aligned the System around our customer-focusedtBl&¥vin. Designed to deliver operational excelleand leadership marketing, this Plan
focuses on the five drivers of exceptional custoexgreriences—people, products, place, price antgtion.
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The near-term goal of our revitalization plan wa$artify the foundation of our business. By yeade004, we substantially achieved
this goal.

We improved the taste of many of our core menuriifs and introduced products that have been we#lived by consumers such as
new salad lines, breakfast and chicken offerings.dffered a variety of price options that appea troad spectrum of consumers. We
streamlined processes such as new product devela@me restaurant operations, improved our traipimgrams, and implemented
performance measures, including a restaurant resf@measurement process, to enable and motivatairant employees to serve
customers better. We have begun to remodel manyrofestaurants to create more contemporary, wétgpenvironments. We also launcl
the “I'm lovin’ it” marketing theme, which achievéudgh levels of consumer awareness worldwide amgegiaMcDonald’s recognition as
2004 Marketer of the Year bAdvertising Agenagazine.

Over the past two years, we have also exercisedased financial discipline; we paid down debtucsdl capital expenditures and
reduced selling, general & administrative expersea percent of revenues. In addition, we retuangidnificant amount of excess cash to
shareholders in the form of dividends and sharardases.

For each quarter of 2004, McDonald’s increasedatust visits, improved margins and delivered doudgt growth in operating
income and earnings per share. In addition, conlybasmles were positive across all geographic setgmliring each and every quarter.

Our 2004 performance reflected the underlying sfiteinf our U.S. business, which generated impressites and margin
improvements for the second consecutive year. hofigj our 2004 comparable sales for the year wdfé.2This indicates that we are mak
progress toward revitalizing this important bussiesgment, despite challenges in certain markets.

Highlights from the year included:

. Comparable sales increased 6.9% on top of a 2.4Bédre in 2003.

. Consolidated revenues increased 11% to a recohddfi§j19 billion. Excluding the positive impactafrrency translation, revenues
increased 7%

. Systemwide sales increased 12%. Excluding theipesihpact of currency translation, Systemwide sabereased 8%.
. Net income per common share totaled $1.79, compaiteds1.15 in 2003

. Company-operated margins as a percent of sale®ua@r80 basis points progressing towards our gdakceeasing Company-operated
margins to the levels reached in the year 2

. Cash from operations increased more than $600omith $3.9 billion, primarily due to increased nmiasgdriven by higher sales at
existing restaurants as well as stronger foreigreogies.

. Capital expenditures increased to $1.4 billionhveithigher percentage related to reinvestmentistieg restaurants as compared with
2003.

. Debt pay-down totaled more than $800 million.
. The annual dividend was increased 38%, to aboud &7lion.
. Share repurchases totaled about $600 million.

. ROIIC was 41% for 2004. The decrease in impairna@ut other charges included in the increase in ¢tipgrancome between 2004 and
2003 benefited the return 10 percentage pointg §&ached exhibit to this repol

Outlook for 2005

The long-term goal of our revitalization plan wascteate a differentiated customer experience—oatehiuilds brand loyalty and delivers
sustainable, profitable growth for shareholdersoking forward, consistent with that goal, we amgéding average annual Systemwide sales
and revenue growth of 3% to 5%, average annuaktipgrincome growth of 6% to 7%, and annual retem#cremental invested capital in
the high teens. These targets exclude the impdor®ign currency translation.

As we move into 2005, we continue to execute ostargant review and measurement process throughmhbication of graded
restaurant visits, anonymous mystery shops anémestsurveys, and we are rewarding high serviceldewith special incentives.

We also continue to evolve our menu to remain @lévin the U.S., Fruit N’ Walnut Salads, as wsln@w, premium chicken
sandwiches will be added to the menu, along witkwa coffee blend. In Europe, we will introduce aga of new products. In Canada,
Toasted Deli Sandwiches were introduced duringdbeth quarter of 2004 and a similar product lisdeing launched in Australia in 2005.
New products and branded everyday value remaigwsfas we continue to refresh our offerings aatufe our EuroSaver Menu in seve
European markets, the Amazing Value Menu in Asétae Dollar Menu in the U.S.

We continue our remodeling and rebuilding efforid are enhancing our convenience with initiativeshsas extended hours.

Another priority in 2005 is our continued focustbe well-being of our customers. We plan to buitdtiee progress made last year
through menu choice, providing education and inftiom about our food, and encouraging physicavagtihrough various programs and
partnerships. This year we will leverage our sieach, and resources to positively impact milliohfamilies worldwide,



We are confident in our plans for 2005. At the sdime, we recognize the challenges we face. Fomela we must continue to deliver
solid results in the U.S., a very competitive méplece, despite difficult sales comparisons. Wéebelthat the combination of initiatives that
benefited our U.S. business in 2004 along with pevducts will continue to create positive momeninr2005.
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Outside the U.S., we must build on successes iresoarkets and overcome challenges in others. Notatine key markets must
increase consumer relevance, while others mudd thal business despite economic challenges. Wevieaihat we are in a better position to
overcome these issues today than we have beearfar me. For example, in 2005 we sent 20 milliongeholds in the U.K. a brand book
that combines value offers with important inforratdesigned to educate our customers about outgrgdality, balanced choices and
social responsibility efforts. Additionally, we mtduced a value menu in Germany, an economicallylaiiiged market, with heavy advertis
support. Our plan is to leverage successes in rrgrkech as the U.S., Australia and France, toargresults in other countries.

In light of Chipotle Mexican Grill's strong perfoance and growing popularity, we are exploring sgyat alternatives to fuel growth of
this emerging fast-casual brand, which currentlgrapes more than 400 restaurants. We believe Géipoalue and potential might be
maximized through alternative strategies that candtlide raising additional equity capital in pubdir private markets. This would have an
additional benefit of enabling us to allocate m@sources to growing sales and profits at exidtie®onald’s restaurants.

While the Company does not provide specific guigamt earnings per share, the following informat®provided to assist in analyzi
the Company’s results.

. Changes in constant currency Systemwide salesriaendy changes in comparable sales and restaunitréxpansion. The
Company expects net restaurant additions to aghtkiimore than 1 percentage point to sales gramvg905 (in constant
currencies). Most of this anticipated growth wdkult from restaurants opened in 2C

. The Company does not provide specific guidancehamges in comparable sales. However, as a pergpeasisuming no change
in cost structure, a 1 percentage point increate$ comparable sales would increase annual egrpier share by about 2 cents.
Similarly, an increase of 1 percentage point indpefs comparable sales would increase annual egrpier share by about 1.5
cents.

. The Company expects full-year 2005 selling, gengratiministrative expenses to be relatively flatmincrease slightly in
constant currencies and to decline as a perceewvehues and Systemwide sales, compared with :

. A significant part of the Company’s operating ineia from outside the U.S., and about 70% of ital tdebt is denominated in
foreign currencies. Accordingly, earnings are afddy changes in foreign currency exchange rateticularly the Euro and the
British Pound. If the Euro and the British Poundhbmove 10% in the same direction (compared wittd28verage rates), the
Company’s annual earnings per share would changat &bents to 7 cents. In 2004, foreign curremagglation benefited
earnings per share by 6 cents due primarily tdEti® and the British Poun

. For 2005, the Company expects its net debt prihcggayments to be approximately $600 million t@@8&nillion. At the end of
2004, McDonald’s debt-to-capital ratio was 39%. jglen to maintain a debt-to-capital ratio of 35%16%6 in the near term. The
Company expects interest expense to be relatileiynf 2005 compared with 2004, based on currdetést and foreign currency
exchange rates and after considering net repayrr

. The Company expects capital expenditures for 20Qtapproximately $1.7 billion, reflecting highevestment in existing
restaurants and stronger foreign currenc

. The Company expects to return at least $1.3 billloshareholders through dividends and share rbpses in 2005.

. The Company plans to adopt Financial Accountingi@&ads Board (FASB) Statement 123(8hare-Based Paymenlyring first
guarter 2005 and restate prior periods. Partlyniicgation of these new accounting rules, the Canypmodified its compensatic
plans to limit eligibility to receive share-baseahpensation and shifted a portion of share-basetbeasation to primarily cash-
based incentive compensation. We expect the 20p&dtrof the adoption of Statement 123(R) combingl the modifications to
the Compan’'s compensation plans to be about $0.10 per shanepehse

A number of factors can affect our business, indgdhe effectiveness of operating initiatives @hdnges in global and local business
and economic conditions. These and other riska@ted under Forward-looking statements at the émdamagement’s discussion and
analysis.
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Consolidated operating results
Operating results

2004 2003 2002
DOLLARSIN MILLIONS, Increase/ Increase/
EXCEPT PER SHARE DATA Amount (decrease Amount (decrease Amount
Revenues
Sales by Compal-operated restaurar $ 14,22¢ 11% $12,79¢ 11% $11,50(
Revenues from franchised and affiliated restaur 4,841 11 4,34¢ 11 3,90¢
Total revenues 19,06¢ 11 17,14( 11 15,40¢
Operating costs and expense
Compan-operated restaurant expen 12,10( 10 11,00¢ 11 9,907
Franchised restaura—occupancy expens: 1,00: 7 93¢ 12 84C
Selling, general & administrative expen: 1,98(C 8 1,83: 7 1,71
Other operating expense, | 441 a7 531 (36) 83:
Total operating costs and expenses 15,52« 8 14,30¢ 8 13,29:
Operating income 3,541 25 2,83: 34 2,11:
Interest expens 35¢€ 8) 38¢€ 4 374
Nonoperating (income) expense, (20 nm 98 27 77
Income before provision for income taxes and cumutave effect of
accounting change: 3,20z 36 2,34¢ 41 1,66-
Provision for income taxe 924 10 83¢ 25 67C
Income before cumulative effect of accounting chareg 2,27¢ 51 1,50¢ 52 992
Cumulative effect of accounting changes, net of — nm (37 nm (99)
Net income $ 2,27¢ 55% $ 1,471 65% $ 89:
Per common shar+-diluted:
Income before cumulative effect of accounting chares $ 1.7¢ 52% $ 1.1¢ 53% $ .77
Cumulative effect of accounting changg — nm (.09 nm (.07)
Net income $ 1.7¢ 56% $ 1.1 64% $ .7C
Weighted average common shares outstandi—diluted 1,273.% 1,276. 1,281.t

* See Cumulative effect of accounting changes fondurdiscussion
nm Not meaningfu.
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Impairment and other charges, net

The Company recorded charges associated with gestraitegic actions, as well as from annual godawill asset impairment testing in 2004,
2003 and 2002. These charges generally represimiaor transactions related to the implementatiostrategic initiatives of the Company,
items that are unusual or infrequent in naturei{sascthe dispositions of certain non-McDonald'sidisain 2003), charges resulting from
impairment testing and a lease accounting corne@i®004. McDonald’'s management does not inclhdsé items when reviewing business
performance trends because we do not believe ttegse are indicative of expected ongoing results.

On a pretax basis, the Company recorded $241 mitlfampairment and other charges (net) in 20008%4illion of impairment and
other charges in 2003 and $853 million of impairtreamd other charges in 2002. All items were rectbideother operating expense with the
exception of the gain related to the sale of then@any’s interest in a U.S. real estate partnerdhipng 2004, which was recorded in
nonoperating income.

Impairment and other charg—(income)/expense

Per common
Pretax After tax ) share—diluted
IN MILLIONS, EXCEPT PER SHARE DATA 2004 2003 2002 2004 2003 2002 2004 2003 2002
Restaurant closings/impairmet $13C $13€ $40Z $11€ $14C $33€ $.0¢ $.11 $.2¢
Restructuring — 27z 261 — 18 244 — 14 19
Lease accounting correctic
Current yee's impact 21 — — 13 — — 01— —
Prior year’ impact 13¢  — — 22 — — .07 — —
Other:
Operating — — 184 —- = 12¢c — — A0
Nonoperating 49 — — 49 — — (.09 — —
Total @ $241 $40€ $855 $172 $32¢ $70C $ .13 $.25 $ .5t

(1) Although restaurant closings occur each year, gstaurant closing charges in 2003 and 2002, disdi¥®low, were the result
separate intensive reviews by management in cotijumwith other strategic action

(2) See Other operating expense, net note to theotidated financial statements for a summary efabtivity in the related liabilities, if
any. The Company expects to use cash provideddratiyms to fund the remaining obligations, printarielated to leases

(3) Certain items were not tax effect

. Restaurant closings/asset impairm

In 2004, the Company recorded $130 million of pratharges for asset and goodwill impairment, prilmam South Korea driven by its
significant decline in performance over the past years.

In 2003, the Company recorded $136 million of netgx charges consisting of: $148 million primarigyated to asset/goodwill
impairment in Latin America; $30 million for abob® restaurant closings associated with stratediorecin Latin America; and a $42 millic
favorable adjustment to the 2002 charge for reata@wlosings, primarily due to about 85 fewer aigsithan originally anticipated.

In 2002, the Company recorded $402 million of prethharges consisting of: $302 million related tanagement’s decision to close
about 750 underperforming restaurants primaritthenU.S. and Japan; and $100 million primarily tedeto the impairment of assets for
certain existing restaurants in Europe and Latirefica. Most of the restaurants identified for ahgshad negative cash flows and/or very
annual sales volumes. Also, in many cases theydumaNe required significant capital investmenteimain financially viable.

. Restructuring

In 2003, the Company recorded $272 million of prefharges consisting of: $237 million related te kbss on the sale of Donatos Pizzeria,
the closing of all Donatos and Boston Market restats outside the U.S. and the exit of a domestit yenture with Fazoli's; and $35
million related to revitalization plan actions oftMonald’s Japan, including headcount reductioresctbsing of Pret A Manger stores in
Japan and the early termination of a long-term rgameent services agreement. These actions werestamtsivith management’s strategy of
concentrating the Company’s capital and resournat® best near-term opportunities and avoidingettbat distract from restaurant-level
execution.

In 2002, the Company initiated actions designegjptiimize restaurant operations and improve thenassi and recorded $267 million of
net pretax charges consisting of: $201 milliontedlao the anticipated transfer of ownership i foountries in the Middle East and Latin
America to developmental licensees and ceasingatipas in two countries in Latin America; $81 nuhi primarily related to eliminating
approximately 600 positions (about half of whichrevin the U.S. and half of which were in internatibmarkets), reallocating resources and
consolidating certain home office facilities to tmh costs; and a $15 million favorable adjustmterthe 2001 restructuring charge due to
lower employe-related costs than originally anticipated. Underdievelopmental license business structure, whielCompany successfu



employs in about 30 markets outside the U.S. (apiprately 400 restaurants), the licensee owns tisénkss, including the real estate
interest. While the Company generally does not laayecapital invested in these markets, it recevasyalty based on a percent of sales.
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. Lease accounting correctic

Like other companies in the restaurant and retdiistries, McDonald’s recently reviewed its accougpractices and policies with respect to
leasing transactions. Following this review angdnsultation with its external auditors, McDonaltl&s corrected an error in its prior
practices to conform the lease term used in caloglatraight-line rent expense with the term usedmortize improvements on leased
property. The result of the correction is primatityaccelerate the recognition of rent expense uceltain leases that include fixed-rent
escalations by revising the computation of stralgte rent expense to include these escalationsddrin option periods. As the correction
relates solely to accounting treatment, it doesaffeict McDonald’s historical or future cash flomsthe timing of payments under the related
leases and its effect on the Company’s currentior pears’ earnings per share, cash from operation shareholders’ equity is immaterial.
These adjustments primarily impact the U.S., ChBaston Market and Chipotle. Other markets wers $égnificantly impacted, as many of
the leases outside of the U.S. do not contain fiesd escalations. In 2005, we expect the rent esg@eelated to this computation to be about
$25 million of which about 40% relates to non-McRdtis brands.

. Other

In 2004, the Company recorded a nonoperating gadd® million related to the sale of the Comparipterest in a U.S. real estate
partnership. As a result of this transaction, teenfany was able to reverse a valuation allowarlegebto certain capital loss carryforwards
(see Provision for income taxes in Management'susision and analysis).

In 2002, the Company recorded $184 million of prefharges consisting of $170 million primarily rield to the write-off of software
development costs as a result of management'sidedisterminate a long-term technology project] &4 million primarily related to the
write-off of receivables and inventory in Venezuataa result of the temporary closure of all McOdisarestaurants due to a national strike.
Although the terminated technology project was eige to deliver long-term benefits, it was no longewed as the best use of capital, as
the anticipated Systemwide cost over several yeassexpected to be more than $1 billion.

Impact of foreign currencies on reported results
While changing foreign currencies affect reportesuits, McDonald’s lessens exposures, where pedchig financing in local currencies,
hedging certain foreign-denominated cash flows, @mdhasing goods and services in local currencies.

In 2004 and 2003, foreign currency translation agubsitive impact on consolidated revenues, opgraticome and earnings per share
due to the strengthening of several major currengigmarily the Euro and British Pound. In 20Q&efgn currency translation had a minimal
impact on revenues as the stronger Euro and Bitisind were offset by weaker Latin American curien¢primarily the Argentine Peso,
Brazilian Real and Venezuelan Bolivar); howevegmging income in 2002 was positively impacted dmgifgn currency translation primarily
due to the stronger Euro and British Pound.

Impact of foreign currency translation on reportesults

Currency translation

Reported amount benefit/(loss)

IN MILLIONS, EXCEPT PER SHARE DATA 2004 2003 2002 2004 2003 2002
Revenue: $19,06: $17,14( $15,40¢ $77¢ $88€ $15
Company-operated margifis 2,00z 1,69¢ 1,61t 91 101 29
Franchised margin® 3,83 3,40t 3,06¢  13¢ 19t 39
Selling, general & administrative expen: 1,98( 1,83: 1,712 (57) (68) 8
Operating incom: 3,541 2,832 2,11:  16C 18¢ a0
Income before cumulative effect of accounting clea 2,27¢ 1,50¢ 992 80 89 42
Net income 2,27¢ 1,471 892 80 89 42
Per common sha-diluted:

Income before cumulative effect of accounting clem 1.7¢ 1.1¢ T .0€ .07 .03

Net income 1.7¢ 1.1t .7C .0€ .07 .04

(1) Includes McDonal’s restaurants only
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Revenues

In 2004, consolidated revenue growth was drivepdsitive performance in all segments as well amgr foreign currencies. Consolidated
revenue growth in 2003 was driven by stronger fpreiurrencies and strong performance in the U.S.

Revenue
Increase/ Increase/(decrease)
Amount (decrease) excluding currency translation
200< 200:

DOLLARSIN MILLIONS 2004 2003 2002 2004 2003
Compan-operated sales
U.S. $ 382 $3594 $3,17: 7% 13% 7% 13%
Europe 5,17¢ 4,49¢ 3,98 15 13 5 —
APMEA 2,39( 2,15¢ 2,11¢ 11 2 7 3
Latin America 93¢ 774 69¢€ 21 11 21 20
Canade 73C 632 50t 16 25 8 11
Other 1,16¢ 1,13¢ 1,03( 3 11 3 10
Total $14,22¢ $12,79¢ $11,50( 11% 11% 6% 6%
Franchised and affiliated revenue
U.S. $269 $ 244 $ 2,25] 10% 9% 10% 9%
Europe 1,56: 1,37 1,15¢ 14 19 3 1
APMEA 331 28¢ 25¢ 14 14 4 —
Latin America 75 85 118 (12 (28) (20 (20
Canade 16¢ 14¢€ 12¢ 15 14 7 1
Other 7 3 2 nm 33 nm 33
Total $ 4841 $ 4,34 $ 3,90¢ 11% 11% 7% 5%
Total revenues
U.S. $ 6525 $6,03¢ $ 542 8% 11% 8% 11%
Europe 6,737 5,87¢ 5,13¢ 15 14 4 —
APMEA 2,721 2,447 2,36¢ 11 3 7 3
Latin America 1,00¢ 85¢ 814 17 6 18 14
Canads 89¢ 77€ 633 15 23 8 9
Other 1,17¢ 1,142 1,032 3 11 3 11
Total $19,06¢ $17,14( $15,40¢ 11% 11% 7% 6%

In the U.S., the increases in revenues in 2002808 were due to the combined strength of theegfi@menu, marketing and service
initiatives. Also, franchised and affiliated revestncreased at a higher rate than Company-opesatesl due to a higher percentage of
franchised restaurants throughout 2004 compardd2@03, while throughout 2003 there was a highergregage of Company-owned
restaurants than in 2002.

In 2004, the increase in Europe’s revenues wasalsiong comparable sales in Russia, which isentCompany-operated, and
positive comparable sales in France, the U.K. aadymther markets, partly offset by Germany’s pgoenformance. In 2003, Europe’s
revenues reflected strong performance in Russi@uty expansion and positive comparable salesgalgth expansion in France, partly
offset by weak results in the U.K. and Germany.

In 2004, the increase in APMEA'’s revenues was diregrily to strong performance in China and Ausé&rals well as positive
comparable sales in many other markets, parthebfig poor performance in South Korea. In 2003, &A% revenues benefited from
positive comparable sales in Australia and expanisidChina, but were negatively affected by wealuls in Hong Kong, South Korea and
Taiwan, compounded by consumer concerns about &&gerte Respiratory Syndrome (SARS) in several etark the first half of the year.

In Latin America, revenues in 2004 and 2003 inazddn constant currencies primarily due to a higiescentage of Company-operated
restaurants and positive comparable sales, eslydai&004.
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The following tables present Systemwide sales draates and the increase or decrease in compaalele

Systemwide sales

Increase/(decrease)

Increase/(decrease)
excluding currency translation

200¢ 2002 200z
u.S. 10% 9% 1%
Europe 14 18 11
APMEA 12 6 3)
Latin America 13 (4) (@)
Canads 15 17 1
Other — 10 9
Total 12% 11% 2%

Comparable sales—McDonald’s restaurants

U.S.

Europe
APMEA

Latin America
Canade

Total

Operating margins

2004 2003 2002
10% 9% 1%
4 2 5
6 2 ©)
13 4 4
7 4 2
— 10 9
8% 5% 2%
Increase/
(decrease)
2002 200z
2004

9.6% 64% (1LE%
2.4 (0.9) 1.
5.6 (42  (8E
13.C 2.3 1.
5.4 — E
6.9% 2.4% (2.1)%

Operating margin information and discussions reiatéicDonald’s restaurants only and exclude non-lgicéld’s brands.

. Company-operated margins

Company-operated margin dollars represent sal€obypany-operated restaurants less the operatintg abthese restaurants. Company-
operated margin dollars increased $308 million&Y113% in constant currencies) in 2004 and ine@@&182 million or 12% (5% in
constant currencies) in 2003. The constant currer@ygase in both periods was primarily due torgiroomparable sales.

Company-operated margins—McDonald’s restaurants

IN MILLIONS 2004 2003 2002
U.S. $ 731 $ 63E $ 507
Europe 807 70€ 631
APMEA 264 21z 23¢
Latin America 89 47 66
Canads 112 92 70
Total $2,00¢ $1,69¢ $1,51¢
PERCENT OF SALES

U.S. 19.1% 17.7% 16.(%
Europe 15.¢ 15.7 15.¢
APMEA 11.C 9.¢ 11.2
Latin America 9.5 6.1 9.4
Canade 15.2 14.¢ 13.7



Total 15.2% 14.5% 14.2%

Operating cost trends as a percent of sales weamdlas's: food & paper costs increased in 2004 dadreased in 2003, payroll costs
decreased in 2004 and were flat in 2003, and ocmyp& other operating decreased in 2004 and ineckas2003.

In the U.S., the Company-operated margin percameased in 2004 primarily due to positive comparaalles, partly offset by higher
commodity costs and higher staffing levels. The.\C8&mpany-operated margin percent increased in p@a%arily due to positive
comparable sales and lower payroll as a percesdles due to improved productivity and lower wagkafion, partly offset by higher
commodity costs.

In Europe, Russia’s strong performance benefitedddmpany-operated margin percent for 2004 butma@e than offset by weak
performance in Germany and the U.K. as well asdrighmmodity costs for the segment. In 2003, Eusofempany-operated margin
percent reflected weak performance in the U.K tlpaffset by improved margin performance in Gersnand France.

In APMEA, the Companyperated margin percent in 2004 reflected imprqyadormance in Hong Kong, Australia and China aodr
performance in South Korea. In 2003, the margididled significantly due to concerns of SARS impagtsales in many markets, partly
offset by the SARS-related sales tax relief reaivem the Chinese government.

In Latin America, the Company-operated margin peréer 2004 reflected improved performance, prityari Brazil, Argentina and
Venezuela. In 2003, results reflected difficult momic conditions in these markets.

. Franchised margin

Franchised margin dollars represent revenues franthised and affiliated restaurants less the Cagipaccupancy costs (rent and
depreciation) associated with those sites. Fraadmsargin dollars represented more than 65% ofdhebined operating margins in 2004,
2003 and 2002. Franchised margin dollars incre&42d@ million or 13% (8% in constant currencies@4 and $341 million or 11% (5% in
constant currencies) in 2003.

Franchised margir—McDonald’s restaurants

IN MILLIONS 2004 2003 2002
U.S. $2,177 $1,94¢ $1,781
Europe 1,19¢ 1,04¢ 88t
APMEA 284 24¢ 217
Latin America 45 54 79
Canade 131 114 10z
Total $3,83: $3,40¢ $3,06¢

PERCENT OF REVENUES

u.S. 80.7% 79.5% 79.1%
Europe 76.5 75.¢ 76.7
APMEA 85.7 85.€ 85.¢
Latin America 60.1 64.: 66.¢
Canade 78.C 78.2 79.2
Total 79.2% 78.4% 78.5%
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The consolidated franchised margin percent inceefme?004 but slightly declined in 2003. Both pels benefited from strong
comparable sales but reflected higher occupandg,cdge in part to an increased proportion of leastes.

Selling, general & administrative expenses

Consolidated selling, general & administrative exges increased 8% in 2004 and 7% in 2003 (5% anih 8#nstant currencies). The
constant currency increases in 2004 and 2003 tefldugher performance-based incentive compensdtiaddition, 2003 included
severance and other costs associated with thegitratecision to reduce restaurant openings.

Selling, general & administrative expenses as agmrof revenues declined to 10.4% in 2004 compartd10.7% in 2003 and 11.1%
in 2002, and selling, general & administrative enges as a percent of Systemwide sales decline@% i& 2004 compared with 4.0% in
2003 and 4.1% in 2002. Management believes thdyzng selling, general & administrative expenseagercent of Systemwide sales as
well as revenues is meaningful because these astacurred to support Systemwide restaurants.

Selling, general & administrative expenses

Increase/
(decrease)
excluding
Increase/ currency
Amount (decrease) translation

200¢ 200: 200¢ 200¢

DOLLARSIN MILLIONS 2004 2003 2002
u.S. $ 60z $ 567 $ 55¢ 6% 2% 6% 2%
Europe 48~ 424 35¢ 14 18 4 2
APMEA 18¢ 17z 15¢ 9 10 4 2
Latin America 107 10z 10z 5 — 5 8
Canade 64 54 49 20 9 11 (©)]
Other 96 11¢ 114 (16) 1 (1) —
Corporate?) 437 39¢ 37 10 7 10 7
Total $1,98( $1,83% $1,71: 8% 7% 5% 3%

(1) Corporate expenses consist of home office stippsets in areas such as facilities, finance, homesources, information technology,
legal, marketing, supply chain management and tngir

Other operating expense, net
Other operating (income) expense, net

DOLLARSIN MILLIONS 2004 2003 2002
Gains on sales of restaurant busine $(45) $(B5 $(119
Equity in earnings of unconsolidated affilia (60) (37 (24)
Other expense
Impairment and other chargés 13C 40¢ 858
Prior year’ lease accounting correctis 13¢ = o
Other® 2717 21¢ 11€
Total $441 $531 $ 83:

(1) See Other operating expense, net note to theatidated financial statements for a discussiothefcharges and a summary of the
activity in the related liabilities
(2) Includes $21 million for current ye's impact of lease accounting correctis

. Gains on sales of restaurant businesses

Gains on sales of restaurant businesses includs §am sales of Company-operated restaurants hasvgains from exercises of purchase
options by franchisees with business facilities¢éearrangements (arrangements where the Compags|tee businesses, including
equipment, to franchisees who have options to @mselhe businesses). The Company’s purchases lasshusinesses with its franchisees
and affiliates are aimed at achieving an optimahemship mix in each market. Resulting gains ordeswe recorded in operating income
because the transactions are a recurring partrdfuginess.

. Equity in earnings of unconsolidated affilial



Equity in earnings of unconsolidated affiliates—+hasses in which the Company actively participétgsdoes not control-is reported after
interest expense and income taxes, except forrds&aurant partnerships, which are reported béhomnme taxes. The increase in 2004 was
primarily due to stronger performance in the Uil anproved results from our Japanese affiliatee ificrease in 2003 was primarily due to
strong results in the U.S.

18 McDonal(s Corporatior



Table of Contents

. Other expense

The following table presents impairment and otherges and lease accounting correction amountsded|in other operating expense by
segment for 2004, 2003 and 2002.

Impairment and other charge

Europe APMEA Latin America Canads Other Corporate  Consolidatec

IN MILLIONS u.s.
2004
Restaurant closings/impairme $10 $ 25 $ 93 % 2 $ 13C
Lease accounting correctic
Current yee's impact 8 4 $ 9 21
Prior year’ impact 62 1 42 $ 4 30 13¢
Total 80 26 13¢ 2 4 39 29C
Currency translation (los: Q) (10) (17)
Total excluding currency translatic $80 $ 25 $ 12¢ $ 2 $ 4 $39 $ 27¢
2003
Restaurant closings/impairme#t $(11) $(200 $ 20 $ 100€¢ $ (1) $29 $ 10 % 13€
Restructuring 35 237 272
Total 11 (20) 55 10¢ (1) 26¢ 10 40¢
Currency translation benefit/(los 3 (5) (20 (12) (33
Total excluding currency translatis $11) $(17) $ 50 % 8 $ (1) $25t $ 10 % 37E
2002
Restaurant closings/impairme $74 $13¢ $ 81 $ 62 $ 4 $31 $ 15 $ 40z
Restructuring 25 9 141 66 2 3 21 267
Other 4 14 4 162 184
Total 99 14¢ 22z 142 10 34 19¢ 852
Currency translation benefit/(los (@) 3 23 3
Total excluding currency translatis $99 $131 $ 21¢ 3 16t $ 10 $34 $ 19 % 85€

(1) Bracketed amounts resulted from favorable adjuste®n2002 charges primarily due to fewer than eiptited restaurant closing

In addition, other expense for 2004 reflected hidbgses on asset dispositions, certain costsri@eduo acquire restaurants operated by
litigating franchisees in Brazil and provisions fmrtain contingencies, partly offset by lower pstns for uncollectible receivables in 2004
compared with 2003. Other expense in 2003 refleliglder losses on asset dispositions, higher pamasor uncollectible receivables and
costs in the U.S. related to sites that will nogenbe developed as a result of management’s dadisisignificantly reduce capital
expenditures.

Operating income

Consolidated operating income in 2004 and 2003ided higher combined operating margin dollars agter selling, general &
administrative expenses when compared with 20028608&, respectively. In addition, 2003 included én\gains on sales of restaurant
businesses when compared with 2002. In all threesy¢he Company recorded impairment and othegelsahat are included in these resi

Operating income

Increase/
(decrease) excluding
Increase/ currency
Amount (decrease) translation
200¢ 200z
DOLLARSIN MILLIONS 2004 2003 2002 2004 2003

u.S. $2,182 $1,98z $1,67 10% 18% 10% 18%



Europe
APMEA

Latin America
Canade

Other
Corporate

Total

nm Not meaningful

1,471 1,33¢ 1,022 10 31 13

20C 22¢€ 64 (11) nm (20 nm
(20 a7y (13%) 89 (28) 91 @)
17¢ 168 12t 9 30 2 15
(a6) (295) (66) 94 nm 94 nm
(454) (412 (572) (10 28 (10 28
$3,541 $2,83: $2,11! 25% 34% 19% 25%
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In 2004 and 2003, U.S. operating income includgthéi combined operating margin dollars, partly etftsy higher selling, general &
administrative expenses and higher other operatipgnses (excluding impairment charges and leasgiating correction), compared to
2003 and 2002, respectively.

Europe’s constant currency results in 2004 bertefimm strong performances in France and Russieelisas improved performance in
Italy, offset by weak results in the U.K. Germang&rformance weakened during the second half of 280d we expect the economic
challenges there to continue to impact our perfocean the near-term. In 2003, Eurapebnstant currency results also benefited froomgl
performance in France and Russia; however, diffecbnomic conditions in Germany and weak resalthé U.K. negatively impacted
results.

In APMEA, operating income in constant currenc@sZ004 benefited from Australia’s performance & as improved performance
in Hong Kong and China, partially offset by poosults in South Korea. APMEA'’s 2003 operating incareitected strong results in
Australia. However, weak results in most other ratskcompounded by concerns about SARS in certaikets, negatively impacted the
segment.

In 2004, Latin America’s operating loss decreasedampared with 2003, due to significantly lowenpsions for uncollectible
receivables and improved performance in Venezuadafagentina. In addition, operating income in 200duded certain costs incurred to
acquire restaurants owned by litigating franchiseé&razil. Latin America’s operating income sigo#ntly declined in 2003 due to the
continuing difficult economic conditions experieddsy several key markets in the segment and segmifly higher provisions for
uncollectible receivables.

Interest expense

Interest expense decreased in 2004 due to loweageelebt levels and interest rates, partly offgettronger foreign currencies. Interest
expense increased in 2003 due to stronger foreigemrcies, partly offset by lower average debtleaad interest rates.

Nonoperating (income) expense, net
Nonoperating (income) expense includes miscellan@mome and expense items such as interest inaomerity interests, and gains a
losses related to other investments, financingsfamgiign currency translation.

Nonoperating (income) expense in 2004 includedima gfa$49 million related to the sale of the Comyarnnterest in a U.S. real estate
partnership as well as higher interest income. [denating expense in 2003 reflected an $11 millasms lon the early extinguishment of debt
as well as higher foreign currency translation ésssompared with 2002.

Provision for income taxes

The following table presents the reported effecinemme tax rates as well as the effective incoameates before impairment and other
charges.

Effective income tax rate

2004 2003 2002
Reported effective income tax ra 28.% 35.7% 40.2%
Impact of impairment and other charges, (Het 0.7 (2.2 (7.6)
Effective income tax rates before above cha 28.8% 33.5% 32.7%

(1) Certain items were not tax effect

The effective income tax rate for the full year 2@&nefited from an international transaction dveutilization of certain previously
unrealized capital loss carryforwards, both of vahiimpacted 2004 only. In 2003 and 2002, the effedticome tax rates were negatively
impacted by certain asset impairment and othergesathat were not tax effected, while 2004 hasseleamount of such items.

Consolidated net deferred tax liabilities includaxl assets, net of valuation allowance, of $1,31Bomin 2004 and $1,032 million in
2003. Substantially all of the net tax assets ai$iee U.S. and other profitable markets.

Cumulative effect of accounting changes

Effective January 1, 2003, the Company adopted SNA.243,Accounting for Asset Retirement Obligationsjch requires legal obligations
associated with the retirement of long-lived astetse recognized at their fair value at the titma the obligations are incurred. Effective
January 1, 2002, the Company adopted SFAS NoGdadwill and Other Intangible Assetshich eliminates the amortization of goodwill
and instead subjects it to annual impairment t&#e. Summary of significant accounting policiesriotthe consolidated financial statements
for further discussion.

Cash flows
The Company generates significant cash from omgratind has substantial credit capacity to fundatimg and discretionary spending st



as capital expenditures, debt repayments, dividandsshare repurchase.

Cash from operations totaled $3.9 billion and ereeecapital expenditures by $2.5 billion in 2004jlescash from operations totaled
$3.3 billion and exceeded capital expenditures@ ®illion in 2003. Cash provided by operationsr@ased $635 million in 2004 due to
strong operating results, primarily in the U.S.d @hanges in working capital, partly offset by legincome tax payments. Cash provided by
operations increased $379 million in 2003 due tongt operating results, primarily in the U.S., padffset by changes in working capital.

Cash provided by operations

DOLLARS IN MILLIONS 2004 2003 2002
Cash provided by operatio $3,90¢ $3,26¢ $2,89(
Cash provided by operations as a percent of capitanditure: 275% 250% 144%
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Cash used for investing activities totaled $1.4dvilin 2004 due to higher capital expenditures lanekbr sales of property, offset by
lower purchases of restaurant business. Cash as@u/ésting activities also totaled $1.4 billion2003, a decrease of $1.1 billion compared
with 2002 primarily due to lower capital spendirgyaaresult of fewer restaurant openings and fewmhases of restaurant businesses.

Cash used for financing activities totaled $1.6dsilin 2004, a decrease of $103 million primadlye to higher proceeds from emplo
stock option exercises, partly offset by highershapurchases and an increase in the common giadiend. In 2003, cash used for
financing activities totaled $1.7 billion, an inase of $1.2 billion primarily due to net debt repents.

As a result of the above activity, the Company'shchalance increased $887 million from Decembef8@3 to $1.4 billion at
December 31, 2004, compared to an increase of §illé@n from December 31, 2002 to December 31, 2003

In addition to its cash provided by operations, @mnpany can meet short-term funding needs thraogimercial paper borrowings
and line of credit agreements. Accordingly, the @any purposefully maintains a relatively low cutreatio, which was .81 at yeanrd 2004

Restaurant development and capital expenditures

As a result of the Company'’s strategically shiftitggfocus in 2003 from adding new restaurantsuitding sales at existing restaurants, the
Company again reduced restaurant openings in 20@Company opened 430 traditional McDonald's restats and 198 satellite
restaurants (small, limited-menu restaurants fackvthe land and building are generally leased), dosed 185 traditional restaurants and
134 satellite restaurants. About 70% of McDonatdstaurant additions occurred in the major marke2004. In 2003, the Company opened
513 traditional McDonald'’s restaurants and 319Iki&teestaurants, and closed 486 traditional nastats and 184 satellite restaurants.

Systemwide restaurants at year énd

2004 2003 2002
u.S. 13,67¢ 13,60¢ 13,49
Europe 6,287 6,18¢ 6,07C
APMEA 7,561 7,47% 7,55¢
Latin America 1,607 1,57¢ 1,60¢
Canade 1,36% 1,33¢ 1,30¢
Other 1,06t 94z 1,08:
Total 31,56: 31,12¢ 31,10¢

(1) Includes satellite units at December 31, 2004, 2&0@ 2002 as follows: U.-1,341, 1,307, 1,159; Europe-181, 150, 102; APMEA
(primarily Japan-1,819, 1,841, 1,923; Latin Amer~13, 20, 19; and Cana~378, 350, 330

In 2005, the Company expects to open about 55@itradl McDonald’s restaurants and 150 satellitgaarants and close about 225
traditional restaurants and 125 satellite restaaran

Approximately 60% of Company-operated restaurantsraore than 85% of franchised restaurants wergédadcdn the major markets at
the end of 2004. Franchisees and affiliates operad&o of McDonald’s restaurants at year-end 20@h-NicDonald’s brand restaurants are
primarily Company-operated.

Capital expenditures increased $112 million or 892004 and decreased $697 million or 35% in 200@. Mcrease in capital
expenditures in 2004 was consistent with the Coryigasirategy to increase investment in existingan@snts, primarily in the U.S. and
Europe, partly offset by lower expenditures onaesint openings. In addition, foreign currency ¢fation increased capital expenditures by
$48 million. The decrease in capital expenditune®d03 was primarily due to lower restaurant opggirconsistent with our shift in strategic
focus, partly offset by stronger foreign currendif@seign currency translation increased capitgesditures by $73 million). Capital
expenditures for McDonald'’s restaurants in 2009328nd 2002 reflected the leasing of a higher ptapoof new sites.

Capital expenditures invested in major marketswadioly Japan represented between 65% and 70% tftdien 2004, 2003 and 2002.
Japan is accounted for under the equity methodaaodrdingly its capital expenditures are not ideldiin consolidated amounts.

Capital expenditures

INMILLIONS 2004 2003 2002
New restaurant $ 50 $ 617 $ 1,161
Existing restaurant 774 564 65¢
Other propertie§) 14t 12¢€ 184

Total $1,41¢ $ 1,307 $ 2,004




Total asset $27,83¢ $25,83¢ $24,19/

(1) Primarily corporate-related equipment and furnishings for office builgh.

Capital expenditures for new restaurants decredsgd million or 19% in 2004 and $544 million or 478@003 because the Company
opened fewer restaurants in both years, concemgragw restaurant investments in markets with aabdégreturns or opportunities for long-
term growth. Capital expenditures for existing aesants increased in 2004 due to the Company’ssfoougrowing sales at existing
restaurants including reinvestment initiatives sashiestaurant reimaging in several markets arthmaorld, including the U.S.

Average development costs vary widely by markeedéepg on the types of restaurants built and theastate and construction costs
within each market. These costs, which include l@dldings and equipment, are managed througliskeof optimally sized restaurants,
construction and design efficiencies, leveragingt peactices and sourcing globally. In additiomefgn currency fluctuations affect average
development costs. In 2005, the Company is targdtinconsolidated markets, including the U.S. gfoening ten or more restaurants.
Although the Company is not responsible for allts@s every restaurant opened, in 2004 total dewedmt costs (consisting of land,
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buildings and equipment) for new traditional McDlt\s restaurants averaged approximately $1.8 miliiothe U.S. and approximately $1.7
million in the 10 markets outside the U.S.

The Company and its affiliates owned about 37%hefland and 59% of the buildings for its restawsattyear-end 2004. In 2003, the
Company and its affiliates owned about 37% of tralland 60% of the buildings for its restaurantgeat end.

Share repurchases and dividends
During 2004, the Company acquired 22.2 million ssasf McDonald’s stock for approximately $605 noitliunder a $5.0 billion share
repurchase program authorized in 2001. Through 2602 million shares for $1.6 billion have beepwehased under this program.

The Company has paid dividends on its common gimrcR9 consecutive years and has increased thdetidiamount every year. In
2004, the Company declared a 38% increase in theaddividend to $0.55 per share or $695 millieflecting the Company’s confidence in
the ongoing strength and reliability of its cagbwfland positive results from its revitalizationaft. As in the past, future dividends will be
considered after reviewing returns to shareholgersjtability expectations and financing needs ailibe declared at the discretion of the
Board of Directors. Cash dividends are declaredpaid on an annual basis.

Financial position and capital resources
Total assets and returns

Total assets grew by $2.0 billion or 8% in 2004 &tdb billion or 7% in 2003. Changes in foreignreacy exchange rates increased total
assets by approximately $1.0 billion in 2004 and®$illlion in 2003. At year-end 2004 and 2003, he@0% of consolidated assets were
located in the major markets. Net property and gment rose $778.4 million in 2004 and represent®d @f total assets at year end.

Operating income is used to compute return on @eeaasets, while income before the cumulative effeaccounting changes is used
to calculate return on average common equity. Memith balances are used to compute both averags asskaverage common equity.

Returns on assets and eqt

200z

2004 2003
Return on average ass 13.2% 11.2% 9.2%
Return on average common eqt 17.¢ 13.5 9.8

Impairment and other charges reduced return orageesssets by 0.9 percentage points in 2004, fcémtage points in 2003 and 3.6
percentage points in 2002. In addition, these @wargduced return on average common equity byek@ptage points in 2004, 2.8
percentage points in 2003 and 7.0 percentage pai2B02. In 2004, return on average assets andren average common equity both
increased due to strong operating results in ti& &hd improved results in Europe. In 2003, returimaverage assets and return on average
common equity both began to stabilize due to stagerating results in the U.S., partly offset byakeperating results in most markets in
APMEA and Latin America. During 2005, the Comparnill eontinue to concentrate McDonadfestaurant openings and new capital inve
in markets with acceptable returns or opportunfisedong-term growth, such as China.

Financing and market risk

The Company generally borrows on a long-term basibis exposed to the impact of interest rate obmagd foreign currency fluctuations.
Debt obligations at December 31, 2004 totaled $9lidn, compared with $9.7 billion at December 2003. The net decrease in 2004 was
due to net payments ($815 million) and SFAS No.A88cash fair value adjustments ($19 million), gaoffset by the impact of changes in
exchange rates on foreign currency denominated($888 million).

Debt highlights®

200¢ 200: 2002
Fixed-rate debt as a percent of total debt 59% 62% 62%
Weightec-average annual interest rate of total ¢ 3.6 4.1 4.1
Foreign currency-denominated debt as a percentaifdebt?? 72 71 64
Total debt as a percent of total capitalizatioaltdebt and total shareholders’ equi)) 39 44 48

Cash provided by operations as a percent of tetai® 44 85 30

(1) All percentages are as of December 31, excephtomeighte-average annual interest rate, which is for the y

(2) Based on debt obligations before the effect of SRAE33 fair value adjustments. This effect iswketl, as these adjustments ultime
have no impact on the obligation at maturity. Sedtfinancing note to the consolidated financiatsments

(3) Includes the effect of interest rate and foreigrrency exchange agreemer

Moody's, Standard & Po’s and Fitch currently rate the Comp’s commercial paper-1, A-1 and F1, respectively; and its l--term



debt A2, A and A, respectively. Historically, them@pany has not experienced difficulty in obtainiimgncing or refinancing existing
debt. The Company’s key metrics for monitoringeitedit structure are shown in the preceding tableile the Company targets these metrics
for ease of focus, it also looks at similar credttos that incorporate capitalized operating Iedseestimate total adjusted debt. Total adjusted
debt is a term that is commonly used by the ratiggncies referred to above, which includes delstantling on the Comparsybalance she
plus an adjustment to capitalize operating leabas. of the three agencies use a multiple of eighes$ rent expense. The Company also uses
this methodology in combination with certain othdjustments to more accurately reflect its totalle@se commitments. These adjustments
include: excluding percent rents in excess of miminrents; excluding certain Company-operated

22 McDonal(s Corporatior



Table of Contents

restaurant lease agreements outside the U.S.rthahdacelable with minimal penalties (representipgroximately 20% of Compargperatec
restaurant leases outside the U.S., based on tmp&y’s estimate); capitalizing non-restaurantdsassing a multiple of three times rent
expense; and reducing total rent expense by appeigly half of the annual minimum rent payments une Company from franchisees
operating on leased sites. Based on this calculgio credit analysis purposes approximately $#bhiof future operating lease payments
would be capitalized.

Certain of the Company’s debt obligations contagss-acceleration provisions and restrictions omg@any and subsidiary mortgages
and the long-term debt of certain subsidiariesr@aee no provisions in the Company’s debt oblaratithat would accelerate repayment of
debt as a result of a change in credit ratingsroagerial adverse change in the Company’s busifésgsCompany has $1.3 billion available
under a committed line of credit agreement (seet Bredncing note to the consolidated financial estagnts) as well as approximately $1.4
billion under a U.S. shelf registration and $60Tion under a Euro Medium-Term Notes program fdufe debt issuance.

The Company uses major capital markets, bank fings@and derivatives to meet its financing requigata and reduce interest expe
The Company manages its debt portfolio in respémsbanges in interest rates and foreign curreamsrby periodically retiring, redeeming
and repurchasing debt, terminating exchange agmsraad using derivatives. The Company does notleseatives with a level of
complexity or with a risk higher than the exposuebe hedged and does not hold or issue derivaforetrading purposes. All exchange
agreements are over-the-counter instruments.

In managing the impact of interest rate changed@meign currency fluctuations, the Company usésrést rate exchange agreements
and finances in the currencies in which assetsl@meminated. All derivatives were recorded atvaiue in the Company’s Consolidated
balance sheet at December 31, 2004 and 2003 awfolmiscellaneous other assets—$102 million ai®2 $dillion; other long-term liabilities
(excluding accrued interest)—$218 million and $#bion; and accrued payroll and other liabiliti®$7 million and $29 million. See
Summary of significant accounting policies notehte consolidated financial statements relatednantial instruments for additional
information regarding their use and the impact®AS No0.133 regarding derivatives.

The Company uses foreign currency debt and devestio hedge the foreign currency risk associaiéaertain royalties,
intercompany financings and long-term investmemt®ieign subsidiaries and affiliates. This redutbesimpact of fluctuating foreign
currencies on cash flows and shareholdegsiity. Total foreign currency denominated dehtluding the effects of foreign currency excha
agreements, was $6.6 billion and $6.8 billion feg years ended 2004 and 2003, respectively. Iniaddwhere practical, the Company’s
restaurants purchase goods and services in loo&nuies resulting in natural hedges.

The Company does not have significant exposuraydralividual counterparty and has master agreesniat contain netting
arrangements. Certain of these agreements alsoeegpch party to post collateral if credit ratifigh below, or aggregate exposures exceed,
certain contractual limits. At December 31, 2004 2603, the Company was required to post collater&h6 million and $12 million,
respectively.

The Company’s net asset exposure is diversifiedngnacbroad basket of currencies. The Compalargest net asset exposures (def
as foreign currency assets less foreign curremdylilies) at year end were as follows:

Foreign currency net asset exposu

IN MILLIONS OF U.S. DOLLARS 2004 2003
Euro $2,457  $1,92:
Canadian Dollar 1,382 1,08¢
British Pounds Sterlin 1,08¢ 741
Australian Dollars 88C 781
Brazilian Reais 372 36&

The Company prepared sensitivity analyses ofii@ritial instruments to determine the impact of tiyptical changes in interest rates
and foreign currency exchange rates on the Compangults of operations, cash flows and the fdirevaf its financial instruments. The
interest rate analysis assumed a one percentageguvierse change in interest rates on all findms&ruments but did not consider the
effects of the reduced level of economic activiitgttcould exist in such an environment. The foreigmency rate analysis assumed that each
foreign currency rate would change by 10% in thaesdirection relative to the U.S. Dollar on alldircial instruments; however, the analysis
did not include the potential impact on sales Isvical currency prices or the effect of fluctngtcurrencies on the Company’s anticipated
foreign currency royalties and other payments kazkin the U.S. Based on the results of these aeslgf the Company’s financial
instruments, neither a one percentage point adwbiaege in interest rates from 2004 levels nor% &a@verse change in foreign currency
rates from 2004 levels would materially affect @@mpany’s results of operations, cash flows offélirevalue of its financial instruments.

Contractual obligations and commitments

The Company has long-term contractual obligatiomsarily in the form of lease obligations (relatedboth Company-operated and
franchised restaurants) and debt obligations. titiad, the Company has long-term revenue and fiashstreams that relate to its franchise
arrangements. Cash provided by operations (inctudaish provided by these franchise arrangemertsy alith the Company’s borrowing
capacity and other sources of cash will be useshtisfy the obligations. The following table suminas the Company’s contractual
obligations and their aggregate maturities as agfuture minimum rent payments due to the Compaudler existing franchise arrangements
as of December 31, 2004. (See discussions of @ask &nd Financial position and capital resou
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as well as the Notes to the consolidated finarstatements for further details.)

Contractual cash Contractual cash
outflows Inflows
Operating Debt Minimum rent under
IN MILLIONS leases obligations ¥ franchise arrangement:
2005 $ 1,06z $ 862 $ 1,87¢
2006 1,00( 1,262 1,82¢
2007 92¢ 77€ 1,77¢
2008 86¢& 831 1,724
2009 807 42C 1,65¢€
Thereafte 6,78( 4,76¢€ 12,77
Total $11,44: $ 8,91 $ 21,63¢

(1) The maturities reflect reclassifications of ghierm obligations to long-term obligations of $billion, as they are supported by a long-
term line of credit agreement expiring in 2010. bBebligations do not include $303 million of SFA8.M83 noncash fair value
adjustments. This effect is excluded as these tatgunds ultimately have no impact on the obligatibmaturity.

The Company maintains a nonqualified, unfunded &upental Plan that allows participants to (i) médke-deferred contributions and
(i) receive Company-provided allocations that aatrime made under the Profit Sharing and Savings B#aause of Internal Revenue Service
limitations. The investment alternatives and resimthe Supplemental Plan are based on certaiketiate investment alternatives under
Profit Sharing and Savings Plan. Total liabilitiesder the Supplemental Plan were $350 million atdbeber 31, 2004 and $329 million at
December 31, 2003, and were included in other kengliabilities in the Consolidated balance sheet.

In addition to long-term obligations, the Comparmy lyuaranteed certain affiliate and other loaraitgg $70 million at December 31,
2004.

Other matters
Critical accounting policies and estimates

Management’s discussion and analysis of finan@abion and results of operations is based uperCibmpany’s consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thS. The preparation of these
financial statements requires the Company to makimates and judgements that affect the reportezliata of assets, liabilities, revenues
and expenses as well as related disclosures. ©nguoing basis, the Company evaluates its estinsatggudgements based on historical
experience and various other factors that are\mdi¢o be reasonable under the circumstances. Aesialts may differ from these estimates
under various assumptions or conditions.

The Company reviews its financial reporting anctlisure practices and accounting policies quarterignsure that they provide
accurate and transparent information relative éoctiirrent economic and business environment. Tmep@oy believes that of its significant
accounting policies, the following involve a higliegree of judgement and/or complexity.

. Property and Equipmel

Property and equipment are depreciated or amortimeal straight-line basis over their useful livasdd on management’s estimates of the
period over which the assets will generate revénatto exceed lease term plus options for leasepepty). The useful lives are estimated
based on historical experience with similar asseksng into account anticipated technological tireo changes. The Company periodically
reviews these lives relative to physical factocaremic factors and industry trends. If there dx@nges in the planned use of property and
equipment or if technological changes occur mopédig than anticipated, the useful lives assigreethese assets may need to be shortened,
resulting in the recognition of increased deprémieand amortization expense in future periods.

. Long-Lived Assets

Long-lived assets (including goodwill) are reviewedimpairment annually in the fourth quarter amgenever events or changes in
circumstances indicate that the carrying amouinoiisset may not be recoverable. In assessingtbhearability of the Company’s loriyed
assets, the Company considers changes in economidions and makes assumptions regarding estinfiatece cash flows and other factc
The biggest assumption impacting estimated futash dlows is the estimated change in comparabéss sektimates of future cash flows are
highly subjective judgements based on the Compaxperience and knowledge of its operations. Tlketimates can be significantly
impacted by many factors including changes in dlabd local business and economic conditions, dipgraosts, inflation, competition, and
consumer and demographic trends. If the Comparsgimates or underlying assumptions change in theduthe Company may be required
to record impairment charges.

. Restructuring and Litigation Accrua



The Company has recorded charges related to ragingmarkets, closing restaurants, eliminatingifions and other strategic changes. The
accruals recorded included estimates pertainirggrployee termination costs, number of restauranitetclosed and remaining lease
obligations for closed facilities. Although the Cpamy does not anticipate significant changes, theaacosts may differ from these
estimates.

From time to time, the Company is subject to prdaggs, lawsuits and other claims related to conesti customers, employees,
franchisees, intellectual property, shareholdetssappliers. The Company is required to assesik#itnood of any adverse judgements or
outcomes to these matters as well as potentiaksaofjprobable losses. A determination of the arhofiaccrual required, if any, for these
contingencies is made after careful analysis ofi eaatter. The required accrual may change in thedudue to new developments in each
matter or changes in approach such as a changéliensent strategy in dealing with these matteh® Tompany does not believe that any
such matter will have a material adverse effedt®financial condition or results of operations.
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. Income Taxe

The Company records a valuation allowance to redsaeferred tax assets if it is more likely theot that some portion or all of the deferred
assets will not be realized. While the Companyduassidered future taxable income and ongoing prugied feasible tax strategies in
assessing the need for the valuation allowandtke#fe estimates and assumptions change in the fiiher Company may be required to adjust
its valuation allowance. This could result in arggeto, or an increase in, income in the periodh gletermination is made.

In addition, the Company operates within multigging jurisdictions and is subject to audit in #a@srisdictions. The Company records
accruals for the estimated outcomes of these auadfitsthe accruals may change in the future dnewdevelopments in each matter. The
Company expects to settle the audits of its 200@utfh 2002 U.S. tax returns in the first half 0030

Deferred U.S. income taxes have not been recowfebfis differences totaling $5.5 billion relatednvestments in certain foreign
subsidiaries and corporate joint ventures. Thestdiffierences consist primarily of undistributedriiags and other than the potential
repatriation of earnings under the new tax lawgescribed below, these earnings are consideredapemtly invested in the businesses. If
management’s intentions change in the future, dedetlaxes may need to be provided.

On October 22, 2004, the President signed the Avmerdobs Creation Act of 2004 (the “ActThe Act creates a temporary incentive
U.S. corporations to repatriate accumulated inceareed abroad by providing an 85% dividends redeilezluction for certain dividends
from controlled foreign corporations. The deducti®subject to a number of limitations and, asooffaly, uncertainty remains as to how to
interpret numerous provisions in the Act. As suel,have not yet decided on whether, and to whangxive might repatriate foreign
earnings that have not yet been remitted to the BaSed on our analysis to date, however, it isaeably possible that we may repatriate
between $0 and $3.2 billion, with the respectiveli@bility ranging from $0 to $100 million. We e&pt to finalize our assessment once
clarifying guidance is issued.

New accounting standards

In December 2004, the FASB issued Statement NoR)23pare-Based Paymemffective third quarter 2005 for the Company, whiglk
revision of FASB Statement No.128¢counting for Stock-Based CompensatBtatement 123(R) supersedes APB Opinion No. 25,
Accounting for Stock Issued to Employtand amends FASB Statement No. S&atement of Cash FlowGenerally, the approach in
Statement 123(R) is similar to the approach deedrib Statement 123. However, Statement 123(R)resjall share-based payments to
employees, including grants of employee stock oytito be recognized in the income statement baséldeir fair values. Pro forma
disclosure is no longer an alternative.

As permitted by Statement 123, the Company cugreritounts for share-based payments to employéess the intrinsic value method
and, as such, generally recognizes no compensaigirfor employee stock options. Accordingly, thegtion of Statement 123(R)’s fair
value method will have an impact on our resultepdrations.

The Company expects to adopt Statement 123(R)glthimfirst quarter 2005 using the modified-retexgjve method restating prior
periods. Had we adopted Statement 123(R) in peaiods, the impact of that standard would have @pprated the impact of Statement 123
as described in the pro forma disclosures in tharBary of significant accounting policies note te ttonsolidated financial statements.

Partly in anticipation of these new accounting suthe Company modified its compensation plangna Eligibility to receive share-
based compensation and shifted a portion of shaseebcompensation primarily to cash-based incentivgpensation. We expect the 2005
impact of the adoption of Statement 123(R) combiwgl the modifications to the Compasycompensation plans to be about $0.10 per
of expense.

Statement 123(R) also requires the benefits ofleaductions in excess of recognized compensatidrted® reported as a financing
cash flow, rather than as an operating cash floveasired under the current rules. This requiremeéthtreduce net operating cash flow and
increase net financing cash flow.

Effects of changing—inflation

The Company has demonstrated an ability to mandiggionary cost increases effectively. This isdiese of rapid inventory turnover, the
ability to adjust menu prices, cost controls anolssantial property holdings, many of which areix¢d costs and partly financed by debt nr
less expensive by inflation.

Forward-looking statements

This report includes forward-looking statementswttmur operating plans and future performanceuiticlg those under Outlook for 2005.
These statements use such words as “may,” “wilXgect,” “believe,” “plan” and other similar ternulogy. They reflect management’s
current expectations about future events and spelgias of the date of this report. We undertakelpl@ation to publicly update or revise
them. Management’s expectations may change orenggdlized and, in any event, they are subjedsks runcertainties and changes in
circumstances that are difficult to predict anagnfbeyond our control. For these reasons, you dhuilplace undue reliance on forward-
looking statements. The following are some of thesiderations and factors that could change oueaations (or the underlying
assumptions) or affect our ability to realize them:

. Our ability to anticipate and respond to changnegds in the informal eating out market, such &ndjng patterns, demographic
changes and consumer food preferences, as welpasted increases in expenditures on initiativesdidress these trends and other
competitive pressure
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The success of our product plans for 2005 to rollreew products and product line extensions, amability to continue robust product
development and manage the complexity of our restawperations

Our ability to achieve an overall product mix th#ferentiates the McDonald’s experience and batareonsumer value with margin
expansion, including in markets where cost or pggiressures may be significa

The impact of pricing, marketing and promotionans on product sales and margins and on our atuliigrget these efforts effectively
to maintain or expand market she

The success of initiatives to support menu chgibgsical activity and consumer education;

Our ability to continue to drive service improvertgmecruit qualified restaurant personnel and wadé our employees to achieve
sustained high service levels throughout the Mclt's System

Whether restaurant remodeling and rebuilding effaiitl foster sustained increases in comparablessalr the affected restaurants and
yield our desired return on our capital investm

Our ability to leverage promotional or operatingaesses in local markets into additional marketstimely and cost-effective way;

Our ability to develop effective initiatives in dlenging markets, such as the U.K., which is exgraing a contracting informal eating
out market, or Germany and South Korea, which aperencing prolonged adverse economic conditiomslaw consumer confidence
levels;

Decisions by management to curtail or cease invastin underperforming markets or assets, whichreanlt in material impairment
charges that reduce our earnin

Unexpected disruptions in our supply chain or asw@onsumer perceptions about the reliability afsapply chain and the safety of
commodities we use, particularly beef and chicl

The success of our strategy for growth in China@mdability to manage the costs of our developnpéants in that market, where
competitive pressures and other operating conditioay limit pricing flexibility;

Information security risks, as well as other castexposures associated with information security the use of cashless payments, !
as increased investment in technology, costs optiance with privacy, consumer protection and otaers and consumer credit frat

Our ability to manage the impact on our businestucfuations in global and local economic condispincluding commaodity prices,
interest and foreign exchange rates and the eftégsvernmental initiatives to manage nationalreenic conditions such as consumer
spending and inflation rate

Changes in accounting principles or practicesétated legal or regulatory interpretations or aitical accounting estimates);
Adverse results of pending or future litigation idraging our products or the appropriateness our@y of our advertising;

Trends in litigation, such as class actions invaivtonsumers and shareholders and litigation inrgliabor and employment matters
landlord liability, the relative level of defensests, which vary from period to period dependingl@number, nature and procedural
status of pending proceedings and the possibifisettlements or judgemen

The risks of operating in markets, such as Brawil @hina, in which there are significant unceriambout the application of legal
requirements and the enforceability of laws andremtual obligations

The costs and other effects of operating in are@singly regulated environment worldwide, includihg costs of compliance with oft
conflicting regulations in multiple national marketnd the impact of new or changing regulation dff@tcts or restricts elements of our
business, such as possible changes in regulattaténg to advertising to children; a

Our ability to manage the impact on our businesdisriptions such as regional political instabijlityar, terrorist activities, severe or
prolonged adverse weather conditions and healtteagics or pandemic

McDonal¢ s Corporatior



Table of Contents

Item 7A. Quantitative and qualitative disclosures about marlet risk

Quantitative and qualitative disclosures about rearisk are included in Part 11, Item 7, page 22hi$ Form 10-K.
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Consolidated statement of income

IN MILLIONS, EXCEPT PER SHARE DATA

REVENUES
Sales by Compal-operated restaurar
Revenues from franchised and affiliated restaur

Total revenues

OPERATING COSTS AND EXPENSE
Compan-operated restaurant expen
Food & pape
Payroll & employee benefi
Occupancy & other operating expen
Franchised restaura—occupancy expens:
Selling, general & administrative expen:
Other operating expense, 1

Total operating costs and expense
Operating income

Interest expen—net of capitalized interest of $4.1, $7.8 and $B:
Nonoperating (income) expense,

Income before provision for income taxes and cumuteve effect of accounting change
Provision for income taxe

Income before cumulative effect of accounting chares

Cumulative effect of accounting changes, net ofttenefits of $9.4 and $ 17
Net income

Per common shar+basic:

Income before cumulative effect of accounting clea

Cumulative effect of accounting chan

Net income

Per common shar—diluted:

Income before cumulative effect of accounting clesm

Cumulative effect of accounting chan

Net income

Dividends per common shatre

Weighted-average shares outstandir—basic
Weighted-average shares outstandir—diluted

See Notes to consolidated financial statements.
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Years ended December 31,

2004 2003 2002
$14,223.4 $12,795. $11,499.(
4,840.¢ 4,345  3,906..
19,064, 17,140  15,405.
4,852  4,314%  3,917.
3,726.. 3,411  3,078.
3,520.¢  3,279.8  2,911.(
1,003.: 937.7 840.1
1,980.( 1,833.( 1,712.¢
441 531.¢ 833.

15,524,  14,308..  13,292.
3,540  2,832: 2,112
358.4 388.( 374.1

(20.9) 97. 76.7

3,202  2,346. 1,662..
923.¢ 838.: 670.C

2,278 1,508.: 992.1
(36.9) (98.6)

$ 22785 $ 1,471« $ 893
$ 181 $ 11¢ $ .78
(.03) (.08)

$ 181 $ 116 $  .7C
$ 17¢ $ 11 $ .77
(.03 (.07)

$ 17¢ $ 1.1F .70
$ 55 $ 4 $ .24
1,259. 1,269.¢ 1,273.
1,273. 1,276.1 1,281.1
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Consolidated balance sheet

IN MILLIONS, EXCEPT PER SHARE DATA

ASSETS

Current assets

Cash and equivalen

Accounts and notes receival
Inventories, at cost, not in excess of ma
Prepaid expenses and other current a:

Total current assets

Other assets

Investments in and advances to affili
Goodwill, net

Miscellaneous

Total other assets

Property and equipment
Property and equipment, at c
Accumulated depreciation and amortizat

Net property and equipment
Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Accounts payabl

Income taxe:

Other taxe:

Accrued interes

Accrued restructuring and restaurant closing ¢
Accrued payroll and other liabilitie

Current maturities of lor-term deb

Total current liabilities

Long-term debt

Other long-term liabilities

Deferred income taxes

Shareholders’ equity

Preferred stock, no par value; author-165.0 million shares; issu—none
Common stock, $.01 par value; author-3.5 billion shares; issu—1,660.6 million share
Additional paic-in capital

Unearned ESOP compensat

Retained earning

Accumulated other comprehensive income (li

Common stock in treasury, at cost; 390.7 and 388llibn shares

Total shareholders’ equity

Total liabilities and shareholders equity

See Notes to consolidated financial statements.

December 31,

2004 2003
$1,379.6 $ 492¢
745 F 734.F
147 F 129.
585.( 528.7
2,857.¢  1,885.
1,100.¢  1,089.¢
1,828  1,665.
1,338«  1,273.
42766 4,027
30,507.{  28,740.:
(9,804.)  (8,815.)
20,703.. 19,924
$27,837.! $25,838.
$ 7142 $ 577
331. 334.;
2451 222.(
179.4 193.1
71E 115.7
1,116.- 918.1
862.: 388.(
3,520 2,748
8,357.0 9,342
976.7 699.¢
7815  1,065.
16.€ 16.€
2,186.( 1,837
(82.€) (90.5)
21,7554  20,172.
(96.0) (635.5)
(9,578.)  (9,318.)
14,201.!  11,981.¢
$27,837.! $25,838.
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Consolidated statement of cash flows

IN MILLIONS

Operating activities
Net income
Adjustments to reconcile to cash provided by opena
Cumulative effect of accounting chan
Depreciation and amortizatic
Deferred income taxe
Changes in working capital iter
Accounts receivabl
Inventories, prepaid expenses and other currepts
Accounts payabl
Income taxe:
Other accrued liabilitie
Other (including noncash portion of impairment axiger charges

Cash provided by operations

Investing activities

Property and equipment expenditu
Purchases of restaurant busine:

Sales of restaurant businesses and proj
Other

Cash used for investing activities

Financing activities

Net shor-term borrowings (repayment
Long-term financing issuance
Long-term financing repaymen
Treasury stock purchas

Common stock dividenc

Proceeds from stock option exerci:
Other

Cash used for financing activities
Cash and equivalents increase (decrease)
Cash and equivalents at beginning of
Cash and equivalents at end of year
Supplemental cash flow disclosures

Interest paic
Income taxes pai

See Notes to consolidated financial statements.
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Years ended December 31,

2004 2003 2002
$2278! $1471. $ 893
36.¢ 98.€

1,201.( 1,148.: 1,050.¢
(171.9 181. (44.6)
(35.9) 64.C 1.6
(14.9) (30.2) (38.1)
86.7 (77.) (11.9)
84.: 23.F 139.(
70.2 (170.7) 309.(
405.7 622.( 491
3,903.¢ 3,268.¢ 2,890..
(1,419.)  (1,307.9)  (2,003.9
(149.7) (375.) (548.2)
306. 390.¢ 369.L
(120.9) (77.0 (283.9)
(1,383.)  (1,369.)  (2,466.9
35.¢ (533.5) (606.5)
225.¢ 398.1 1,502.¢
(1,077.0) (756.2) (750.9)
(621.0) (391.0) (670.2)
(695.0) (503.5) (297.9)
580.L 171. 195.(
(82.5) (121.9 115.€
(1,633.)  (1,736.9 (511.9)
887.( 162.4 (87.7)
492.¢ 330.2 418.1
$1,379.4 $ 4926 $ 330.
$ 3702 $ 426¢ $ 3597
1,017.¢ 608.F 572.
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Consolidated statement of shareholders’ equity

Common stock

Accumulated other

Common stock

Issued comprehensive income (loss) in treasury
Amount Additional Unearned Deferred Foreign Total
IN MILLIONS, paid-in ESOP Retained hedging currency shareholders’
EXCEPT PER SHARE DATA Shares capital compensatior earnings adjustment translation Shares Amount equity
Balance at December 31, 2( 1,660.¢ $ 16.€ $1,591.: $ (106.7) $18,608.. $ (9.3 $ (1,699.) (379.9 $(8,912.)) $ 9,488.
Net income 893.t 893.t
Translation adjustments
(including tax benefits of
$150.5) 106.7 106.7
Fair value adjustments—cast
flow hedges (including ta:
benefits of $3.5 0.8 0.8
Comprehensive incorr 1,001.(
Common stock cash dividen
($.24 per share (297.9 (297.9)
ESOP loan paymel 7.4 7.4
Treasury stock purchas (25.€) (686.9) (686.9)
Common equity put option
expirations and forward
contracts settle 500.¢ 500.¢
Stock option exercises and
other (including tax
benefits of $61.3 156.1 0.¢ 13.1 110.€ 267.¢
Balance at December 31, 2( 1,660.¢ 16.€ 1,747. (98.49 19,204. (8.5 (1,592.9 (392.4) (8,987.) 10,280.!
Net income 1,471 1,471..
Translation adjustments
(including tax benefits of
$203.2) 957.¢ 957.¢
Fair value adjustments—cast
flow hedges (including
taxes of $1.6 8.C 8.C
Comprehensive incorr 2,437.:
Common stock cash dividen
($.40 per share (503.5) (503.5)
ESOP loan paymel 7.2 7.2
Treasury stock purchas (18.9) (438.%) (438.%)
Stock option exercises and
other (including tax
benefits of $20.5 90.2 0.7 12.€ 107.¢ 198.¢
Balance at December 31, 2( 1,660.¢ 16.€ 1,837.! (90.5) 20,172.. (0.5) (635.0) (398.7) (9,318.H 11,981.
Net income 2,278.t 2,278.t
Translation adjustments
(including tax benefits of
$106.3) 554.% 554.%
Fair value adjustments—cast
flow hedges (including ta:
benefits of $3.3 (15.2) (15.2)
Comprehensive incorr 2,818.(
Common stock cash dividen
($.55 per share (695.0) (695.0)
ESOP loan paymel 7.8 7.8
Treasury stock purchas (22.2) (605.9) (605.9)

Stock option exercises and
other (including tax



benefits of $87.3 348.t 0.2 30.2 345.7 694.(

Balance at December 31,
2004 1,660.¢ $ 16.€¢ $2,186.( $ (82.€) $21,755.8 $ (15.7) $ (80.%9) (390.7) $(9,578.) $ 14,201.!

See Notes to consolidated financial statements.
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Notes to consolidated financial statements

Summary of significant accounting policies
Nature of business

The Company primarily operates and franchises Mels restaurants in the food service industry. Toeenpany also operates Boston
Market and Chipotle Mexican Grill in the U.S. anakta minority ownership in U.K.-based Pret A MangeiDecember 2003, the Company
sold its Donatos Pizzeria business.

All restaurants are operated either by the Complayyndependent entrepreneurs under the termsnéffiise arrangements
(franchisees), or by affiliates operating undeetise agreements.

Consolidation

The consolidated financial statements include to®ants of the Company and its subsidiaries. Sabatly all investments in affiliates
owned 50% or less (primarily McDonald’s Japan)areounted for by the equity method.

Estimates in financial statements

The preparation of financial statements in conféymiith accounting principles generally acceptethia U.S. requires management to make
estimates and assumptions that affect the amoeptsted in the financial statements and accompgnyartes. Actual results could differ fre
those estimates.

Reclassifications
Certain prior period amounts have been reclassifiesbnform to current year presentation.

Revenue recognition

The Company’s revenues consist of sales by Comppaeyated restaurants and fees from restaurantategdry franchisees and affiliates.
Sales by Company-operated restaurants are recagmiza cash basis. Fees from franchised and #filieestaurants include continuing rent
and service fees, initial fees and royalties remgifrom foreign affiliates and developmental licegs Continuing fees and royalties are
recognized in the period earned. Initial fees ammgnized upon opening of a restaurant, which isnithe Company has performed
substantially all initial services required by fn@nchise arrangement.

Foreign currency translation

The functional currency of substantially all op@as outside the U.S. is the respective local euryeexcept for a small number of countries
with hyperinflationary economies, where the funeéibcurrency is the U.S. Dollar.

Advertising costs

Advertising costs included in costs of Compamperated restaurants primarily consist of contidng to advertising cooperatives and were
millions): 2004—-$619.5; 2003-$596.7; 2002—-$532r8dBction costs for radio and television advergsiprimarily in the U.S., are expensed
when the commercials are initially aired. Thesedption costs as well as other marketing-relatgmbpges included in selling, general &
administrative expenses were (in millions): 200831; 2003-$113.1; 2002-$115.3. In addition, sigaift advertising costs are incurred by
franchisees through advertising cooperatives iividdal markets.

Stock-based compensation

The Company accounts for all stock-based compeamsat prescribed by Accounting Principles Boardn@pi No. 25. The Company
discloses pro forma net income and net income @emnoon share, as provided by Statement of FinaAciabunting Standards (SFAS)
No0.123, as amended by SFAS No.1Accounting for Stock-Based Compensation.

The pro forma information was determined as if@menpany had accounted for its employee stock optimler the fair value method
of SFAS No0.123. The fair value of these options estimated at the date of grant using an opticcimyimodel. For pro forma disclosures,
the options’ estimated fair value was amortizedr dlveir vesting period. The following tables presere pro forma disclosures and the
weighted-average assumptions used to estimateaithealue of these options.

Pro forma disclosures

IN MILLIONS, EXCEPT PER SHARE DATA 2004 2003 2002
As reporte—net income $2,278." $1,471.¢ $ 893.t
Add: Total stock-based employee compensation irdud reported net income, net of related tax

effects 6.8 4.4 —
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value methoc

all awards, net of related tax effe (156.9) (224.)) (251.%)
Pro formenet income $2,129.( $1,251. $641.¢



Net income per shar

As reporte—basic $ 1.81 $ 1.1¢€ $ .7C
Pro formebasic $ 1.6¢ $ .9 $ .5C
As reporte—diluted $ 1.7¢ $ 1.1f $ .7C
Pro formediluted $ 1.6¢ $ 98 $ .5C
Weighted-average assumptions
2004 2003 2002

Expected dividend yiel 1.51% 75% .75%
Expected stock price volatilit 28.6% 28.1% 27.5%
Risk-free interest rat 3.9%% 3.4% 5.25%
Expected life of optionIN YEARS 7 7 7
Fair value per option grantt $ 8.4 $ 5.0¢ $10.8¢

In December 2004, the FASB issued Statement NqR)2Share-Based Paymermtffective third quarter 2005 for the Company, which
is a revision of FASB Statement No.12&;counting for Stock-Based Compensat®tatement 123(R) supersedes APB Opinion No. 25,
Accounting for Stock Issued to Employtand amends FASB Statement No. Statement of Cash FlowGenerally, the approach
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in Statement 123(R) is similar to the approach dllesd in Statement 123. However, Statement 123Rjires all share-based payments to
employees, including grants of employee stock ogtito be recognized in the income statement baseieir fair values. Pro forma
disclosure is no longer an alternative.

As permitted by Statement 123, the Company cugreritounts for share-based payments to employéss the intrinsic value method
and, as such, generally recognizes no compensaigirfor employee stock options. Accordingly, thegtion of Statement 123(R)’s fair
value method will have an impact on our resultepdrations.

The Company expects to adopt Statement 123(R)glthimfirst quarter 2005 using the modified-retexgjve method restating prior
periods. Had the Company adopted Statement 128(®jar periods, the impact of that standard wddde approximated the impact of
Statement 123 as described in the table above.

Statement 123(R) also requires the benefits ofleauctions in excess of recognized compensatidrited® reported as a financing
cash flow, rather than as an operating cash floreasired under the current rules. This requiremeéthtreduce net operating cash flow and
increase net financing cash flow.

Property and equipment

Property and equipment are stated at cost, withegdégtion and amortization provided using the gtraline method over the following
estimated useful lives: buildings—up to 40 yeagaskhold improvements—the lesser of useful livesséts or lease terms which generally
include option periods; and equipment—three tod#&ry.

Goodwill

Gooduwill represents the excess of cost over théamgfible assets and identifiable intangible asske#equired restaurant businesses. The
Company'’s goodwill primarily results from purchasgdMcDonald’s restaurants from franchisees andersinip increases in international
subsidiaries or affiliates.

In 2001, the FASB issued SFAS No.18lsiness Combinationand No.142Goodwill and Other Intangible Asse®8FAS No.141
requires that the purchase method of accountingskd for all business combinations initiated aftere 30, 2001 and includes guidance on
the initial recognition and measurement of gooduuiltl other intangible assets arising from businessbinations. SFAS No. 142, effective
January 1, 2002, eliminates the amortization ofdgalh (and intangible assets deemed to have indeflives) and instead subjects it to ani
impairment tests. Other intangible assets contiolm amortized over their useful lives.

Under SFAS No.142, goodwill is generally assigrethe reporting units expected to benefit fromdieergies of the combination. If a
Company-operated restaurant is sold within 24 mooftacquisition, the goodwill associated with #oguisition is written off in its entirety.
If a restaurant is sold beyond 24 months from ttguisition, the amount of goodwill written off isbed on the relative fair value of the
business sold compared to the portion of the reqprinit (defined as each individual country for Minald’s restaurant business as well as
each individual non-McDonald’s brand) that will ketained.

The annual goodwill impairment test in the fourtlagter compares the fair value of a reporting wenherally based on discounted
future cash flows, with its carrying amount inclgligoodwill. If the carrying amount of a reportiagit exceeds its fair value, an impairment
loss is measured as the difference between thedhie of the reporting unit's goodwill and the ngamg amount of goodwill.

The Company performed the initial required goodiwsilpairment test as of January 1, 2002 and recoadsah-cash charge of $98.6
million after tax ($0.07 per diluted share) for themulative effect of this accounting change. Thpaired goodwill resulted primarily from
businesses in Argentina, Uruguay and other markdtatin America and the Middle East, where ecoresiad weakened significantly.

The following table presents the 2004 activity aodgwill by segment.

Latin America Consolidatec
IN MILLIONS u.s Europe  APMEA Canada Other @
Balance at December 31, 2C $733.C $510.7 $ 211€ $ 62.2 $96.6 $ 50.¢ $ 1,665.:
Net restaurant purchas 59.€ 17.5 4.€ 22.4 10.1 — 114.2
Ownership increases in subsidiaries/affili — — 15.€ 4.1 — 2.€ 22.2
Impairment charge — (2.9 (25.9) — — — (28.3)
Currency Translatio — 39.¢ 8.2 1.3 8.3 — 55.C
Balance at December 31, 2004 $792.€ $565.6 $ 2141 $ 87.E $115.C $ 53.t $ 1,828.

(1) APMEA represents Asia/Pacific, Middle East and &
(2) Other represents n-McDonald s brands
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Long-lived assets

In accordance with SFAS No.144¢counting for the Impairment or Disposal of Lonigdd Assetdpng-lived assets are reviewed for
impairment annually in the fourth quarter and whemesvents or changes in circumstances indicatghbacarrying amount of an asset may
not be recoverable. For purposes of annually rewvigwicDonald’s restaurant assets for potential impant, assets are initially grouped
together at a television market level in the Ul at a country level for each of the internatiamakkets. If an indicator of impairment (e.g.,
negative operating cash flows for the most reagilirtg 24-month period) exists for any groupingaskets, an estimate of undiscounted
future cash flows produced by each individual neistat within the asset grouping is compared teatsying value. If an asset is determined
to be impaired, the loss is measured by the exafegbe carrying amount of the asset over its faiue as determined by an estimate of
discounted future cash flows.

Losses on assets held for disposal are recognibed management has approved and committed to dgtispose of the assets, and
the assets are available for disposal. Generalbh fosses relate to either restaurants that Hased and ceased operations or businesses or
restaurants that are available for sale.

Financial instruments

The Company generally borrows on a long-term basikis exposed to the impact of interest rate obmagd foreign currency fluctuations.
The Company uses foreign currency denominatedatebterivative instruments to manage the impatitede changes. The Company does
not use derivatives with a level of complexity dthwa risk higher than the exposures to be hedgdddaes not hold or issue derivatives for
trading purposes.

The counterparties to these agreements consisligkese group of financial institutions. The Compa&ontinually monitors its
positions and the credit ratings of its counteiiparand adjusts positions as appropriate. The Coyngia not have significant exposure to ¢
individual counterparty at December 31, 2004 arglrhaster agreements that contain netting arrangsnt@ertain of these agreements also
require each party to post collateral if creditmgs fall below, or aggregate exposures exceethioecontractual limits. At December 31, 2!
and 2003, the Company was required to post codlatéi$45.6 million and $11.6 million, respectively

SFAS No.133Accounting for Derivative Instruments and Hedgirgjivities,as amended, requires companies to recognize all
derivatives as either assets or liabilities inlth&ance sheet at fair value. SFAS No0.133 also reggiompanies to designate all derivatives
qualify as hedging instruments as fair value hedgash flow hedges or hedges of net investmerftsr@ign operations. This designation is
based upon the exposure being hedged.

All derivatives, primarily interest rate exchanggeements and foreign currency exchange agreenvesitsclassified in the
Consolidated balance sheet at December 31, 2002G08Irespectively, as follows: miscellaneous ottemets—$101.6 and $102.4 million;
other long-term liabilities (excluding accrued ist)-$218.1 and $135.5 million; and accrued pawrad other liabilities—$16.7 and $29.2
million.

There was no significant impact to the Companytsiegs related to the ineffective portion of anylgmg instruments for the three
years ended December 31, 20

. Fair value hedge

The Company enters into fair value hedges to rethexposure to changes in the fair values oazedssets or liabilities. The types of fair
value hedges the Company enters into includenféjest rate exchange agreements to convert apatits fixed-rate debt to floating-rate
debt and (2) foreign currency exchange agreementhé exchange of various currencies and inteatss. The foreign currency exchange
agreements are entered into to hedge the curr@icggsociated with debt and intercompany loansémated in foreign currencies, and
essentially result in floating-rate assets or liabs denominated in U.S. Dollars or appropriatadtional currencies.

For fair value hedges, the gains or losses on digras as well as the offsetting gains or lossethenelated hedged items are recogr
in current earnings.

. Cash flow hedges

The Company enters into cash flow hedges to rethecexposure to variability in certain expectedifatcash flows. The types of cash flow
hedges the Company enters into include: (1) inteeds exchange agreements that effectively coravpdrtion of floating-rate debt to fixed-
rate debt and are designed to reduce the impawctasést rate changes on future interest expe8séoriward foreign exchange contracts and
foreign currency options that are designed to ptatgainst the reduction in value of forecasteditpr currency cash flows such as royalties
and other payments denominated in foreign curreneied (3) foreign currency exchange agreementhéoexchange of various currencies
and interest rates. The foreign currency exchaggeements hedge the currency risk associated wiithahd intercompany loans
denominated in foreign currencies, and essentiaiylt in fixed-rate assets or liabilities denontétkin U.S. Dollars or appropriate functional
currencies.

For cash flow hedges, the effective portion ofda@s or losses on derivatives is reported in #ferded hedging adjustment component
of accumulated other comprehensive income in sloddels’ equity and reclassified into earnings i@ ame period or periods in which the
hedged transaction affects earnings. The remaigamgor loss in excess of the cumulative changberpresent value of future cash flows of
the hedged item, if any, is recognized in earnohging the period of change.



The Company recorded after tax adjustments retatedsh flow hedges to the deferred hedging adgistmromponent of accumulated
other comprehensive income in shareholders’ equitig. Company recorded a net decrease of $15.2millir the year ended December 31,
2004
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and net increases of $8.0 million and $0.8 millionthe years ended December 31, 2003 and 200 cteely. Based on interest rates and
foreign currency exchange rates at December 34,2@0significant amount of deferred hedging adjesits, after tax, included in
accumulated other comprehensive income in sharetwldquity at December 31, 2004, will be recogaieearnings in 2005 as the
underlying hedged transactions are realized. Thaman maturity date of any cash flow hedge of fated transactions at December 31,
2004 was 15 months, excluding instruments hedgingchsted payments of variable interest on existirancial instruments that have
various maturity dates through 2015.

. Hedges of net investments in foreign operat

The Company uses forward foreign exchange conteat<oreign currency denominated debt to hedgavesstments in certain foreign
subsidiaries and affiliates. Realized and unredlizanslation adjustments from these hedges ahaded in shareholdergquity in the foreig
currency translation component of accumulated atberprehensive income and offset translation aatjests on the underlying net assets of
foreign subsidiaries and affiliates, which also @eorded in accumulated other comprehensive income

During the year ended December 31, 2004, the Coynnorded a decrease in translation adjustmergsdnmulated other
comprehensive income of $190.7 million after tacladed in the net increase of $554.7 million afhslation adjustments in the Consolide
statement of shareholders’ equity), related pritpaoi foreign currency denominated debt designatetedges of net investments. During the
years ended December 31, 2003 and 2002, the Compeoided a decrease in translation adjustmerasdamulated other comprehens
income of $378.1 million and $312.0 million, resireely, after tax, related to hedges of net invesits.

Asset retirement obligations

The FASB SFAS No.143\ccounting for Asset Retirement Obligatiobscame effective January 1, 2003 and requires tdg@ations
associated with the retirement of long-lived astetse recognized at their fair value at the titma the obligations are incurred. Upon initial
recognition of a liability, the cost is capitalizad part of the related long-lived asset and alémtto expense over the useful life of the asset.
In first quarter 2003, the Company recorded a nsincharge of $36.8 million after tax ($0.03 peutditl share) related to lease obligations in
certain international markets to reflect the curtivdaeffect of this accounting change. There isaotaterial effect to the Compasydngoing
results of operations or financial position relate SFAS No0.143.

Common equity put options and forward contracts

During 2001, the Company sold 12.2 million commgquity put options in connection with its share neiase program. Premiums received
of $31.8 million were recorded in shareholders’iggas a reduction of the cost of treasury stocichased. In 2002, 10.1 million common
equity put options were exercised and 2.1 milliptians expired unexercised, while 21.0 million ops were exercised in 2001. The total
amount paid to acquire these shares as a reshk afptions being exercised was $286 million in280d $700 million in 2001. No common
equity put options were sold in 2004, 2003 or 2ab&refore, at December 31, 2004, 2003 and 20@ge tlvere no common equity put opti
outstanding.

During 2001, the Company also entered into equitwérd contracts in connection with its share repase program. The forward
contracts for 5.5 million shares settled in Mar€l®2. No additional equity forward contracts wereeegd into subsequent to March 2002.

Sales of stock by subsidiaries and affiliates

As permitted by Staff Accounting Bulletin No.51ugsl by the Securities and Exchange Commission, w&lsibsidiary or affiliate sells
unissued shares in a public offering, the Compaggnds an adjustment to reflect an increase oedserin the carrying value of its
investment and a resulting nonoperating gain @.los

Income tax contingencies

The Company like other multi-national companieeularly audited by federal, state and foreignaathorities, and tax assessments may
arise several years after tax returns have besth #lccordingly, tax reserves have been recordezhvith management’s judgement it is not
probable that the Company’s tax position will ultitely be sustained. While predicting the outcom#hefaudits involves uncertainty and
requires estimates and informed judgements, we\rethat the recorded tax liabilities are adeqaateappropriate. The judgements and
estimates made at a point in time may change basélte outcome of tax audits, as well as changes fiarther interpretation of regulations.
Income tax expense is adjusted in the period irtkvttiese events occur or when the statute of limita for a specific exposure item has
expired.

Per common share information

Diluted net income per common share is calculagidgunet income divided by diluted weighted-aversigares. Diluted weighted-average
shares include weighted-average shares outstaptlinghe dilutive effect of primarily stock-based@oyee compensation calculated using
the treasury stock method. The dilutive effecttotk options was (in millions of shares): 2004-12@03-6.7; 2002-8.4. Stock options that
were not included in diluted weighted-average shhecause they would have been antidilutive waren{ilions of shares): 2004-85.5;
2003-159.1; 2002-148.0.

Statement of cash flows

The Company considers short-term, highly liquidesiments with a maturity of 90 days or less todsh@quivalents. The impact of
fluctuating foreign currencies on cash and equivalevas not material.



McDonalc's Corporation 35



Table of Contents

Other operating (income) expense, net

IN MILLIONS 2004 2003 2002
Gains on sales of restaurant busine $(45.00 $(54.5) $(113.9
Equity in earnings of unconsolidated affilia (60.0) (36.9 (24.7)
Other expens 255.¢ 215. 117.¢
Impairment and other charge
Restaurant closings/impairme 130.t 135.t 402.¢
Restructuring — 272.1 266.¢
Current yee's lease accounting correcti 20.¢ — —
Prior year’ lease accounting correctis 139.1 — —
Other — — 183.¢
Total impairment and other charc 290.2 407.¢ 853.2
Other operating expense, | $441.z2 $531.6 $833.C

Other expense

Other expense primarily consists of gains or lossesxcess property and other asset dispositicthpiavisions for uncollectible receivables.
Other expense for 2004 also includes certain dostsred to acquire restaurants operated by liigaranchisees in Brazil and provisions for
certain contingencies.

Restaurant closings/impairment

In 2004, the Company recorded $130.5 million otgxecharges for asset and goodwill impairment, prity in South Korea driven by its
significant decline in performance over the past years.

In 2003, the $135.5 million of net charges consigte $147.7 million primarily related to asset/gaoll impairment in Latin America;
$29.6 million for about 50 restaurant closings a&ged with strategic actions in Latin America; an#i41.8 million favorable adjustment to
the 2002 charge for restaurant closings, primatilg to about 85 fewer closings than originally @ptited.

In 2002, the $402.4 million of charges consistedb802.3 million related to management’s decismnlbse about 750 underperforming
restaurants primarily in the U.S. and Japan; afid1million primarily related to the impairmentadsets for certain existing restaurants in
Europe and Latin America.

Restructuring

In 2003, the $272.1 million of charges consisteds@B7.0 million related to the loss on the sal®ohatos Pizzeria, the closing of Donatos
and Boston Market restaurants outside the U.Stlamdxit of a domestic joint venture with Fazoliesid $35.1 million related to the
revitalization plan actions of McDonald’s Japargliding headcount reductions, the closing of Prédanger stores in Japan and the early
termination of a long-term management serviceseagest.

In 2002, the $266.9 million of net charges consisie $201.4 million related to the anticipatedhster of ownership in five countries in
the Middle East and Latin America to developmelitginsees and ceasing operations in two counmiéstin America; $80.5 million
primarily related to eliminating approximately 6p0sitions (about half of which were in the U.S. &adf of which were in international
markets), reallocating resources and consolidatamtain home office facilities to control costsgan$15.0 million favorable adjustment to
the 2001 restructuring charge due to lower emplagésed costs than originally anticipated.

Lease accounting correction

Like other companies in the restaurant and retdiistries, McDonald's recently reviewed its accougpractices and policies with respect to
leasing transactions. Following this review angadnsultation with its external auditors, McDonaltl&s corrected an error in its prior
practices to conform the lease term used in cdloglatraight-line rent expense with the term usedmortize improvements on leased
property. The result of the correction is primatibyaccelerate the recognition of rent expense uceltain leases that include fixed-rent
escalations by revising the computation of stralgte rent expense to include these escalationsddain option periods. As the correction
relates solely to accounting treatment, it doesaffeict McDonald’s historical or future cash flomsthe timing of payments under the related
leases and its effect on the Company’s currentior gears’ earnings per share, cash from operatéord shareholders’ equity is immaterial.
These adjustments primarily impact the U.S., ChBaston Market and Chipotle. Other markets were $gnificantly impacted, as many of
the leases outside of the U.S. do not contain fieed escalations.

Other

In 2002, the $183.9 million of charges consiste@170.0 million primarily related to the writef of software development costs as a rest
management’s decision to terminate a long-termntelclyy project; and $13.9 million primarily relatemlthe write-off of receivables and
inventory in Venezuela as a result of the tempoctogure of all McDonald’s restaurants due to aomat strike.
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The following table presents the activity includedccrued restructuring and restaurant closingsdaghe Consolidated balance sheet.

IN MILLIONS

Restaurant closings/impairme
Asset write-offs
Lease termination and oth

Restructuring

Asset write-offs
Employetrelated cost
Lease termination and oth

Other:
Asset write-offs
Other

Total accrued restructuring and restauran
closing costt

2003 activity

2004 activity

LiaDk;ignéft Provision Li%kzgwsft Provision LiaDtgﬂtéft
2002 Cash Noncash 2003 Cash  Noncash 2004
—  $144u $(144.2) —  $130f $(130.5) —

$ 1282 (89 $ (85.9 $ 337 $(16.5) $ 177
1284 135F  (85.6) (144 337 130f (165 (130.) 17.2
—  249r (249.5) _ —
72.2 (34.0 38.2 (12.0 26.2
103: 226  (47.)  (35.)) 437 (15.7) 28.
1756 2721  (8L1) (284.9 82.C 27.9) 54.7
24. (24.5 — _
24. (24.5 _ _

$ 3285 $407.€ $(191.9 $(429.0 $ 1157 $130.F $(44.2) $(1305 $ 7LE

Employee severance is generally paid in installsiener a period of up to one year after terminatior the remaining lease payments
for closed facilities will be paid over the nexvegal years.

Franchise arrangements

Individual franchise arrangements generally incladease and a license and provide for paymemitidilifees, as well as continuing rent and
service fees to the Company based upon a perceated with minimum rent payments that parallelGoenpany’s underlying leases and
escalations (on properties that are leased). Mcldtnfranchisees are granted the right to operagstaurant using the McDonald's System
and, in most cases, the use of a restaurant jagkinerally for a period of 20 years. Franchigegsrelated occupancy costs including
property taxes, insurance and maintenance. Iniaddftanchisees outside the U.S. generally pafandable, noninterest-bearing security
deposit. Foreign affiliates and developmental Iss®@s pay a royalty to the Company based upon amgestsales.

The results of operations of restaurant busingssehased and sold in transactions with franchjssféBates and others were not

material to the consolidated financial statemenitgériods prior to purchase and sale.

Revenues from franchised and affiliated restauremtsisted of:

IN MILLIONS

Rents and service fe
Initial fees

Revenues from franchised and affiliated restaur

Future minimum rent payments due to the Companyguexisting franchise arrangements are:

IN MILLIONS

2005
2006
2007
2008
2009
Thereaftel

2004 2003 2002
$4,804.¢ $4,302.. $3,855.(
36.1 43.C 51.1
$4,840.¢ $4,345.. $3,906..
Owned sites Leased site
Total
$ 1,063.- $ 811.7 $ 1,875.:
1,038.¢ 790.: 1,829.;
1,006." 772.1 1,778.¢
972.2 751.% 1,723t
933.( 722.¢ 1,655.¢
7,241." 5,531.° 12,773.:



Total minimum payment $12,255.¢ $9,380.( $21,635.!

At December 31, 2004, net property and equipmedéufranchise arrangements totaled $10.4 billianl{iding land of $3.0 billion)
after deducting accumulated depreciation and agatitin of $4.8 billion.

Leasing arrangements

At December 31, 2004, the Company was the lessk®, 285 restaurant locations through ground legtkesCompany leases the land and the
Company or franchisee owns the building) and thiaagproved leases (the Company leases land andirgsl). Lease terms for most
restaurants are generally for 20 years and, in nsasgs, provide for rent escalations and renewtaray with certain leases providing
purchase options. Escalation terms vary by geogragyment with examples including fixed-rent eatiahs, escalations based on an
inflation index, and fairalue market adjustments. The timing of these asicais generally ranges from annually to every jigars. For mo:
locations, the Company is obligated for the related
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occupancy costs including property taxes, insuramcemaintenance. However, for franchised sitesCitbmpany requires the franchisees to
pay these costs. In addition, the Company is teseke under noncancelable leases covering cerfainénd vehicles.

Future minimum payments required under existingatpgy leases with initial terms of one year or enare:

IN MILLIONS Restaurant Other Total
2005 $ 996.C $657 $ 1,061.;
2006 945.2 54.t 999.7
2007 885.2 43.¢ 929.1
2008 828.7 36.2 865.(
2009 773k 33.1 806.€
Thereafte 6,590.¢  189.¢ 6,780.¢
Total minimum payment $11,019.: $423.2 $11,442.(
The following table provides detail of rent expense
INMILLIONS 2004 2003 2002
Compan-operated restauran
u.S. $ 136.6 $ 136.¢ $ 124.(
Outside the U.S 446.( 398.2 358.4
Total 582.¢ 535.: 482.4
Franchised restauran
u.s. 296.( 279.¢ 254.£
Outside the U.S 280.2 250.7 210.¢
Total 576.2 530.: 465.:
Other 94.t 87.: 84.¢
Total rent expens $1,253.8 $1,152.¢ $1,032.t

Rent expense included percent rents in excessrofmam rents (in millions) as follows—Company-opexhtestaurants: 2004-$84.4;
2003-$73.2; 2002-$64.1. Franchised restaurantg-337.3; 2003—$80.3; 2002—-$67.2.

The 2004 rent expense above excludes a corredti®hs®.9 million ($20.8 million for the current yeand $139.1 million for prior
years) in the Compa’s lease accounting practices made in 2004. Seer@fterating expense, net note to the consolidatedcial

statements for further discussion.

Income taxes

Income before provision for income taxes and cutiudaeffect of accounting changes, classified hyrse of income, was as follows:

IN MILLIONS 2004 2003 2002
u.Ss. $1,575.. $1,150.¢ $ 876.:
Outside the U.< 1,627.: 1,195. 785.¢
Income before provision for income taxes and cutiudaeffect of accounting chang $3,202.« $2,346.. $1,662.:
The provision for income taxes, classified by tha@ng and location of payment, was as follows:
IN MILLIONS 2004 2003 2002
U.S. federa $ 557.¢ $177.¢ $307.C
U.S. state 56.4 58.¢ 54.¢
Outside the U.< 481. 420.1 353.(
Current tax provisiol $1,095.¢ 656.¢ 714.¢




U.S. federa
U.S. state
Outside the U.S

Deferred tax provision (benefi

Provision for income taxe

Net deferred tax liabilities consisted of:

IN MILLIONS

Property and equipme
Other

Total deferred tax liabilitie

Intangible asset

Operating loss carryforwart
Employee benefit plar

Property and equipme

Capital loss carryforwarc
Unrealized foreign exchange los:
Foreign tax credit carryforwart
Other

Total deferred tax assets before valuation allow:
Valuation allowanct

Net deferred tax liabilitie

Balance sheet presentatic

Deferred income taxe

Other asse—-miscellaneou:

Current assets—prepaid expenses
and other current asse

Net deferred tax liabilitie

The statutory U.S. federal income tax rate recesdib the effective income tax rates as follows:

Statutory U.S. federal income tax ri

State income taxes, net of related
federal income tax bene

Benefits and taxes related to foreign
operations

Impairment and other charges, fiet

Other, ne

Effective income tax rate

(1) Certain of these items were not tax effec
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(178.6) 180.1  (47.9)
10.¢ 12.€ (7.6)
(42 (119 104

(171.9 181  (44.6

$ 923.¢ $838.2 $670.C
December 31,
2004 2003
$ 1,407.¢ $ 1,447,
211.C 161.t
1,618.¢ 1,609.(
(301.5) (236.2)
(269.9) (228.9)
(134.1) (123.29)
(184.9 (132.5)
(182.7) (197.0
(383.7) (280.6)
(32.2) (86.9)
(361.¢) (230.5)
(1,850.)  (1,515.0)
531.7 483.2
$ 300.: $ 577.
$ 781t $ 1,065.:
(380.1) (312.9
(101.9) (175.9)
$ 300.: $ 577.
2004 2003 2002

35.(% 35.(% 35.(%

14 2.3
7.6 (2.7
5 25
(4 (1.4

2.2

(6.9)
8.7
7

28.% 35.7% 40.2%
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Deferred U.S. income taxes have not been recomtdobkis differences related to investments irageforeign subsidiaries and
corporate joint ventures. These basis differenca®approximately $5.5 billion at December 31, 280d consisted primarily of
undistributed earnings. Other than the potentightigation of earnings under the new tax law, axdieed below, these earnings are
considered permanently invested in the businefsstsrmination of the deferred income tax liability these unremitted earnings is not
practicable because such liability, if any, is degent on circumstances existing if and when remigzaoccurs.

On October 22, 2004, the President signed the Avmerdobs Creation Act of 2004 (the “ActThe Act creates a temporary incentive
U.S. corporations to repatriate accumulated inceareed abroad by providing an 85% dividends redeilezluction for certain dividends
from controlled foreign corporations. The deducti®subject to a number of limitations and, asooffaly, uncertainty remains as to how to
interpret numerous provisions in the Act. As sueb,have not decided whether, and to what extentnigét repatriate foreign earnings that
have not yet been remitted to the U.S. Based omwalysis to date, however, it is reasonably ptessitat we may repatriate between $0 and
$3.2 billion, with the respective tax liability rgimg from $0 to $100 million. We expect to finaliaar assessment once clarifying guidance is
issued.

Segment and geographic information

The Company operates in the food service induRteyenues consist of sales by Company-operatedirasta and fees from restaurants
operated by franchisees and affiliates. Fees framchised and affiliated restaurants include caoiirigh rent and service fees, initial fees, and
royalties received from foreign affiliates and depenental licensees. All intercompany revenuesexpenses are eliminated in computing
revenues and operating income. Operating incomedas the Company’s share of operating resultsfitiibes after interest expense and
income taxes, except for U.S. affiliates, which rmmgorted before income taxes. Royalties and gthgments from subsidiaries outside the
U.S. were (in millions): 2004-$781.1, 2003-$682802—-$644.1.

Corporate general & administrative expenses afaded in the corporate segment of operating incanteconsist of home office
support costs in areas such as facilities, finahaman resources, information technology, legatketing, supply chain management and
training. Corporate assets include corporate cadreguivalents, asset portions of financing instate and home office facilities.

IN MILLIONS 2004 2003 2002
u.S. $ 6,525.¢ $ 6,039.! $ 5,422,
Europe 6,736.: 5,874.¢ 5,136.(
APMEA 2,721 2,447 ¢ 2,367.
Latin America 1,007.¢ 858.¢ 813.¢
Canads 898.1 777.¢ 633.¢
Other 1,175.t 1,142.( 1,031.¢
Total revenue $19,064. $17,140.! $15,405.
u.S. $ 2,181 $ 1,982.: $ 1,673.1
Europe 1,471.. 1,339.: 1,021.¢
APMEA 200.4 226.: 64.2
Latin America (19.6) (170.9 (133.9
Canade 178.C 163.2 125.¢
Other (16.4) (295.7) (66.¢)
Corporate (454.9 (412.%) (571.%)
Total operating income $ 354040 $ 28320 $2112.®
u.s. $ 8,551.F $ 8,549.: $ 8,687.:
Europe 10,389.! 9,462.: 8,333.;
APMEA 3,853.( 3,773.: 3,465.(
Latin America 1,496.¢ 1,412. 1,425
Canads 1,162. 1,007.( 770.¢
Other 653.7 574.¢ 780.<
Corporate 1,730.¢ 1,059.: 731.€
Total asset $27,837.! $25,838.! $24,193."
u.S. $ 486.7 $ 482. $ 752.7
Europe 445.( 404.¢ 579.
APMEA 157.¢ 122.1 230.¢
Latin America 62.€ 78.2 119.¢
Canads 87.F 63.¢ 111.¢

Other 115. 132.¢ 190.¢



Corporate 64.2 23.C 19.4

Total capital expenditure $ 1,419. $ 1,307. $ 2,003.¢
u.S. $ 394. $ 395.1 $ 383.
Europe 422.¢ 382. 334.¢
APMEA 165.¢ 156.5 141.7
Latin America 66.2 64.2 59.¢
Canade 51.¢ 46.7 35.€
Other 51.C 53.1 40.c
Corporate 49.C 50.1 55.2
Total depreciation and amortizati $ 1,201.( $ 1,148.: $ 1,050.¢

See Other operating expense, net note for furtleeudsion of the following items:

(1) Includes $290.4 million of charges (L-$79.8; Europe—$27.0; APMEA-$138.7; Latin America1$Canada—$3.8; and Other—$39.0)
related to a correction in the Compe's lease accounting practices and policies and &gsetwill impairment

(2) Includes $407.6 million of charges (adjustments)§—($11.4); Europe—($20.0); APMEA-$54.9; Latin Amari$108.9; Canada—
($1.2); Other—$266.1; and Corporate—$10.3] primgriklated to the disposition of certain non-McDatialbrands and asset/goodwill
impairment.

(3) Includes $853.2 million of charges (L-$99.2; Europe—$147.8; APMEA-$222.3; Latin Amerikb42.3; Canada—$9.7; Other—$34.0;
and Corporate—-$197.9) primarily related to restrudhg markets and eliminating positions, restauralusings/asset impairment and
the write-off of technology cost

Total long-lived assets, primarily property and ipquent, were (in millions)—Consolidated: 2004—-$2038; 2003-$23,405.9; 2002—
$21,976.6. U.S. based: 2004-$9,219.0; 2003-$9,080(2—$9,241.2.
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Debt financing
Line of credit agreements

At December 31, 2004, the Company had severablineedit agreements with various banks totalin@$illlion, all of which remained
unused. Subsequent to year end, the Company régiegiothe agreements into a single $1.3 billioe tifi credit agreement expiring in 2010
with fees based on current credit ratings of 0.@&¥annum on the total commitment. Fees and irtesigss on this line are based on the
Company’s long-term credit rating assigned by Mdsa@yd Standard & Poor’s. In addition, certain $diasies outside the U.S. had unused
lines of credit totaling $690.0 million at Decemi2dr, 2004; these were principally short-term andodeinated in various currencies at local
market rates of interest.

The weighted-average interest rate of short-termolaongs was 4.4% at December 31, 2004 (based 6#@.33nillion of foreign
currency bank line borrowings) and 4.3% at Decen3ie003 (based on $341.1 million of foreign coegebank line borrowings).

Fair values

At December 31, 2004, the fair value of the Compmdgbt obligations was estimated at $9.7 billicompared to a carrying amount of $9.2
billion. This fair value was estimated using vasqaricing models or discounted cash flow analyBasihcorporated quoted market prices.
The Company has no current plans to retire a sagmif amount of its debt prior to maturity.

The carrying amounts for both cash and equivalentésnotes receivable approximate fair value. Fareigrency and interest rate
exchange agreements, foreign currency options @mehfd foreign exchange contracts were recordéddrConsolidated balance sheet at fair
value estimated using various pricing models otalisited cash flow analyses that incorporated quotttet prices. No fair value was
estimated for noninterest-bearing security depdsitsanchisees, because these deposits are amahpart of the overall franchise
arrangements.

Debt obligations

The Company has incurred debt obligations printyghrough public and private offerings and ban&rs. There are no provisions in the
Companys debt obligations that would accelerate repayrokdebt as a result of a change in credit ratings material adverse change in
Company’s business. Certain of the Company’s delgations contain cross-acceleration provisioms] gestrictions on Company and
subsidiary mortgages and the long-term debt ohgedubsidiaries. Under certain agreements, thegaosnhas the option to retire debt prior
to maturity, either at par or at a premium over. par

The following table summarizes the Company’s ddhigations. (Interest rates reflected in the tab&ude the effects of interest rate
and foreign currency exchange agreements.)

Amounts
Interest rates (1) outstanding
December 31 December 31
Maturity 2004 2003

IN MILLIONS OF U.S. DOLLARS dates 2004 2003
Fixed-original issué? 4.5% 5.0(% $3,338.: $ 3,615.¢
Fixed-converted via exchange agreeméhts 3.6 4.€ (1,694.9 (1,503.9)
Floating 2.€ .8 916.1 643.2

Total U.S. Dollars 2005-202¢ 2,559.! 2,755.;
Fixed 4.2 4.3 1,024.° 895.k
Floating 24 2.C 1,867.: 2,217 .«

Total Euro 2005-201z 2,891.¢ 3,112.¢
Total British Pounds Sterlii-fixed 200£:-2032 6.C 6.C 1,147 .( 1,258."
Fixed 7.1 6.1 99.1 131.€
Floating 1.1 .8 275.¢ 250.1

Total other European currenciés 2005-2007 374.5 381.7
Total Japanese Y-fixed 2005-203( 1.6 1.¢ 1,076.¢ 1,028.:
Fixed 5.€ 6.4 195.1 383.4

Floating 4.3 4.2 672.7 489.¢




Total other currencie® 200E5-201¢€ 867.¢ 872.¢

Debt obligations before fair value adjustmefits 8,916.¢ 9,409.!
Fair value adjustment8 302.¢ 321.2
Total debt obligation$) $9,219.! $9,730.
(1) Weighteraverage effective rate, computed on a semiannusist

(2)
(3)

(4)
(5)
(6)

(7)

(8)

40

Includes $150 million of debentures that matur027, which are subordinated to senior debt and/jgie for the ability to defe
interest payments up to five years under certaimd@@mns.

A portion of U.S. Dollar fixe-rate debt effectively has been converted intoratherencies and/or into floatingate debt through the u
of exchange agreements. The rates shown reflefixéabrate on the receivable portion of the exafmagreements. All other
obligations in this table reflect the net effectshese and other exchange agreeme

Primarily consists of Swiss Francs, Swedish Kraamod Danish Kroner

Primarily consists of Korean Won, Chinese RenmiAbgtralian Dollars, Hong Kong Dollars, and Singapdollars.

Aggregate maturities for 2004 debt balances, befairevalue adjustments, were as follows (in milb): 200:~-$862.2; 2006-$1,262.1;
2007-$775.6; 2008-$830.5; 2009-$420.0; thereafté/~¥.5. These amounts include a reclassificatfcshort-term obligations
totaling $1.3 billion to lon-term obligations as they are supported by a -term line of credit agreement expiring in 20

SFAS No.133 requires that the underlying iténfair value hedges, in this case debt obligatjdiesrecorded at fair value. The related
hedging instrument is also recorded at fair valoeither miscellaneous other assets or other l@rgitliabilities. A portion ($106.4
million) of the adjustments at December 31, 2004teel to interest rate exchange agreements thaewssminated in December 2002
and will amortize as a reduction of interest exgeager the remaining life of the de

Includes current maturities of lorterm debt and long-term debt included in the Céidated balance sheet. The decrease in debt
obligations from December 31, 2003 to Decembe2804 was due to net repayments ($815.5 million) SIRAS No.133 non-cash fair
value adjustments ($18.6 million), partly offsettiy impact of changes in exchange rates on foreigrency denominated debt ($32
million).
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ESOP loans and other guarantees

At December 31, 2004, the Company has guarantetthaluded in total debt $7.5 million of Notes isslby the Leveraged Employee Stock
Ownership Plan (ESOP) with payments through 20@8rd@vings related to the ESOP at December 31, 20B8#&h include $85.9 million of
loans from the Company to the ESOP and the $7 lliomibf Notes guaranteed by the Company, are riefteas long-term debt with a
corresponding reduction of shareholders’ equitye@rned ESOP compensation). The ESOP is repayirigahe and interest through 2018
using Company contributions and dividends fronMtDonald’s common stock holdings. As the principal amourthefborrowings is repai
the debt and the unearned ESOP compensation auig fieeiuced.

The Company also has guaranteed certain affiliadeosher loans totaling $69.9 million at Decemb&r2004. These guarantees are
contingent commitments generally issued by the Gompo support borrowing arrangements of certal. [gartnerships and franchisees,
certain affiliates. The terms of the guaranteey aad are equal to the remaining term of the rdldibt. At December 31, 2004, there was no
carrying value for obligations under these guarsta the Consolidated balance sheet.

Employee benefit plans

The Company’s Profit Sharing and Savings Plan f@.#ased employees includes profit sharing, 40drik) leveraged employee stock
ownership (ESOP) features. The 401(k) feature alparticipants to make pretax contributions thatgartly matched from shares released
under the ESOP. McDonald’s executives, staff asthrteant managers participate in any additional E&cations and profit sharing
contributions, based on their compensation. Thétmioaring contribution is discretionary, and thempany determines the amount each
year.

Effective March 31, 2003, all contributions andatet earnings can be invested in McDonald’s comstock or among several other
investment alternatives in accordance with eactigiaint’s elections. Prior to March 31, 2003, ES&Bcations and earnings were generally
invested in McDonald’s common stock and all othmmtdbutions and related earnings could be amomgraéinvestment alternatives,
including McDonald’s common stock.

In addition, the Company maintains a nonqualifieefunded Supplemental Plan that allows participem{) make tax-deferred
contributions and (ii) receive Company-provideaeditions that cannot be made under the Profit Bgpanmd Savings Plan because of Internal
Revenue Service limitations. The investment altévaa and returns in the Supplemental Plan arethageertain market-rate investment
alternatives under the Profit Sharing and Savirige.P otal liabilities under the Supplemental Rlgare $350.2 million at December 31, 2(
and $329.3 million at December 31, 2003 and weckided in other long-term liabilities in the Coriglaked balance sheet.

The Company has entered into derivative contracketige market-driven changes in certain of theoBapental Plan liabilities. At
December 31, 2004, derivatives with a fair valu®&®6.8 million indexed to the Company’s stock aBd.$ million indexed to certain market
indices were included in miscellaneous other assdtse Consolidated balance sheet. All changédan liabilities and in the fair value of the
derivatives are recorded in selling, general & adstiative expenses. Changes in fair value of grevdtives indexed to the Company’s stock
are recorded in the income statement because ttects provide the counterparty with a choiceettles in cash or shares.

Total U.S. costs for the Profit Sharing and SaviRgs, including nonqualified benefits and relatedging activities, were (in millions
2004-$58.5; 2003-$60.3; 2002-$50.1.

Certain subsidiaries outside the U.S. also offefipsharing, stock purchase or other similar beénefins. Total plan costs outside the
U.S. were (in millions): 2004—$47.8; 2003—$43.9020$36.8.

Other postretirement benefits and postemploymemefits, excluding severance benefits related t®0@2 restructuring charge, were
immaterial.

Property and equipment
Net property and equipment consisted

December 31,

INMILLIONS 2004 2003
Land $ 4,661.. $ 4,483.(
Buildings and improvements on owned l¢ 10,260.. 9,693.¢
Buildings and improvements on leased i 10,520. 9,792.:
Equipment, signs and seati 4,426.. 4,090.t
Other 639.€ 681.Z

30,507.¢ 28,740.:
Accumulated depreciation and amortizat (9,804.°) (8,815.9
Net property and equipme $20,703.: $19,924.



Depreciation and amortization expense was (in om#l): 2004—$1,138.3; 2003-$1,113.3; 2002-$971.1.
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Stock-based compensation

At December 31, 2004, the Company had stock-basegbensation plans for employees and nonemployeetdiss which authorized the
granting of various equity-based incentives inahgdstock options, restricted stock and restrictedksunits. The number of shares of

common stock reserved for issuance under the plas224.1 million at December 31, 2004, includi@g5million available for future
grants.

Stock options

Options to purchase common stock are granted dathmarket value of the stock on the date of gr&nbstantially all of the options becol
exercisable in four equal installments, beginningear from the date of the grant, and generallyrexf0 years from the grant date.
Approximately 44 million options granted betweenyMa 1999 and December 31, 2000 expire 13 years fhe date of grant.

In 2001, the Board of Directors approved a speagiaht of 11.9 million options at a price of $28#%an incentive to meet an operating

income performance goal for calendar year 2003.0ft®ns vested on January 31, 2004 and substgralbexpired on June 30, 2004
because the Company did not meet the performarale go

A summary of the status of the Company’s stockaopgjrants as of December 31, 2004, 2003 and 20@2;leanges during the years
then ended, is presented in the following table.

2004 2003 2002

Weighted- Weighted- Weighted-
Shares average Shares average Shares average
IN exercise IN exercise IN exercise

Options MILLIONS price MILLIONS price MILLIONS price
Outstanding at beginning of ye 1942 $ 26.9( 198.¢ $ 27.5i 192.¢ $ 26.6¢
Granted 20.1 26.1( 23.€ 14.9¢ 26.2 28.2¢
Exercisec (30.0)  20.1¢ (12.6)  15.1¢ (13.1)  14.91
Forfeited/expirec (17.9 28.9¢ (15.9) 27.07 (7.29) 29.22
Outstanding at end of ye 166.¢ $ 27.8( 1942 $ 26.9( 198.¢ $ 27.5%

Exercisable at end of ye 114.7 122.¢ 110.¢

Options granted each year were 1.6%, 1.9% and 2fM&ighted-average common shares outstandingd@4,22003 and 2002,
respectively, representing grants to approximat8l00, 14,300, and 13,900 employees in those jleases.

The following table presents information relateapaions outstanding and options exercisable acbBer 31, 2004, based on range
exercise prices.

Options outstanding Options exercisable

Weighted-

average
remaining Weighted- Weighted-
Number contractual average Number average
of options life exercise of options exercise

Range of exercise prices IN MILLIONS IN YEARS price IN MILLIONS price

$14 to 24 48.2 4.1 $ 19.7i 32.¢ $ 21.9¢
251t0 27 38.C 6.C 26.11 15.5 26.2¢
2810 34 41.2 6.4 29.1¢ 27.2 29.2¢
3510 4€ 39.4 7.4 37.8( 39.4 37.8(
$14 to 4¢€ 166.¢ 5.9 $ 27.8( 114.% $ 29.71

Restricted stock/restricted stock units

The Company granted 0.2 million restricted stocksufRSUs) in 2004, a majority of which have penfiance conditions, and 1.8 million in
2003. The RSUs generally vest 100% at the endreéthears and are payable in either shares of constock or cash, at the Company’s
option. At December 31, 2004, 1.7 million remaimedstanding. Compensation expense related to thésRSamortized over the vesting
period in selling, general & administrative expessethe Consolidated statement of income.
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Quarterly results (unaudited)

Quarters ended

Quarters ended

Quarters ended

Quarters ended

December 31 September 30 June 30 March 31

IN MILLIONS, EXCEPT PER SHARE DATA 2004 2003 2004 2003 2004 2003 2004 2003
Revenues
Sales by Compar-operated restaurar $3,764.. $3,398.:.  $3,664.¢ $3,351.. $3,511.¢ $3,189.7 $3,283.( $2,856.:
Revenues from franchised and affiliated

restaurant 1,246.: 1,157.( 1,260.¢ 1,153.« 1,217.. 1,091.. 1,116.. 943.€

Total revenues 5,010.! 4,555.¢ 4,925.7 4,504.¢ 4,729.C 4,280.& 4,399.7 3,799.°

Company-operated margin 563.k 486.4 578.t 510.¢ 526.¢ 445.7 455.¢ 346.1
Franchised margin 988.( 909.¢ 1,008.( 917.¢ 971.¢ 860.1 870.: 720.:
Operating income 617.20 367.53  1,098.¢ 963.¢ 965.¢ 826.2 858.4 674.¢
Income before cumulative effect of accountin

change $ 397.¢@ ¢ 12574 ¢$ 77849 $ 547.< $ 590.7 $ 470¢ $ 511F $ 364.C
Cumulative effect of accounting change, net

tax (36.9)
Net income $ 397.¢@ $ 1257 $ 778.49 $ 547« $ 590.7 $ 470.¢ $ 511EF $ 327
Per common shar~basic:
Income before cumulative effect of accountin

change $ 310§ 108 $ 624§ 43 % AT $ 37 $ 41 3 .28
Cumulative effect of accounting char (.03
Net income $ 31 $ 1® $ 629 $ 42 $ 47 $ 37$ 41 % .26
Per common shar—diluted:
Income before cumulative effect of accountin

change $ 310§ A ¢ 619 $ 43 % AT $ 37 $ AC $ .28
Cumulative effect of accounting char (.03
Net income $ 31@ $ 1® $ 619 $ 42 $ 47 $ 37 $ 4 $ .26
Dividends declared per common shar $ — $ — $ 55 $ 4% — $ — $ — & —
Weighted-average share-basic 1,264.: 1,266.: 1,256.° 1,271 1,256.( 1,272 1,261.7 1,269.¢
Weighted-average shares—diluted 1,280.¢ 1,277.¢ 1,268.« 1,281.( 1,268.( 1,277.t 1,275t 1,270.
Market price per common share:
High $ 329¢ $ 2701 $ 2828 $ 2437 $ 2947 $ 229 $ 299¢ $ 17.3¢
Low 27.31 23.01 25.6¢ 20.4(C 25.0¢ 13.8¢ 24.5¢ 12.12
Close 32.0¢ 24.8: 28.0¢ 23.5¢ 26.0(C 22.0¢ 28.57 14.4¢

(1) Includes the following pretax charges totaling $p&r share
> $159.9 million ($104.5 million after tax) relatedl & correction in the Compa’s lease accounting practices and polic
>  $117.2 million ($107.6 million after tax) related &sset/goodwill impairment primarily in South Kor:

(2) Includes net pretax charges of $227.8 million ($188illion after tax or $0.14 per share) consistimighe $277.1 million pretes
charges discussed in note 1 above and a $49.3mitlonoperating gain related to the sale of the Gany’s interest in a U.S. real

estate partnershig

(3) Includes the following net charges totaling $0.2%5 ghare:
> $272.1 million ($183.2 million after tax) relateo the disposition of certain non-McDonald’s bdsrand the revitalization plan

actions of our Japanese affilial

>  $135.5 million ($140.0 million after tax) primiar related to asset/goodwill impairment mainlyLiatin America, restaurant
closings associated with strategic actions in L&merica and a favorable adjustment to the 2002@déor restaurant closings,
primarily due to about 85 fewer closings than amigjly anticipated
(4) The effective income tax rate for the third geiaof 2004 benefited from an international transan and the utilization of certain
previously unrealized capital loss carryforwardsgtCompany was able to reverse a valuation allowaetated to the carryforwarc

due to the gain discussed in note 2 abc
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Management’s Report

Management is responsible for the preparationgiitieand fair presentation of the consolidatedficial statements and Notes to the
consolidated financial statements. The financiteshents were prepared in accordance with the atiogurinciples generally accepted in
the U.S. and include certain amounts based on neamagf’s judgement and best estimates. Other finhimformation presented is consistent
with the financial statements.

Management is also responsible for establishingnaaigitaining adequate internal control over finahoéporting as defined in Rules 13a-15
(f) and 15d-15(f) under the Securities Exchangedd934. The Company'’s internal control over ficiahreporting is designed under the
supervision of the Company’s principal executive &inancial officers in order to provide reasonafsurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. The Company’s internal control overaficial reporting includes those policies and pracesl that:

() Pertain to the maintenance of records thateasonable detail, accurately and fairly refleettiansactions and dispositions of assets of
the Company

(i) Provide reasonable assurance that transactimsecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andrétipts and expenditures of the Company are baaudg only in accordance with
authorizations of management and directors of th@iany; anc

(iii) Provide reasonable assurance regarding pteeor timely detection of unauthorized acquisitiose or disposition of the Company’s
assets that could have a material effect on tlen€ial statement

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Management assessed the effectiveness of the Cgiapaternal control over financial reporting asi@écember 31, 2004. In making this
assessment, management used the criteria estabiishrdernal Control-Integrated Framework issugdh®e Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Based on our assessment and those criteria, maeragegiieves that the Company maintained effedtiternal control over financial
reporting as of December 31, 2004.

The Company'’s independent registered public ac@ogifirm, Ernst & Young LLP, has issued an attéstateport on management’s
assessment of the Company’s internal control anantial reporting. That report appears on pagef4bis Report and expresses unqualified
opinions on management’s assessment and on tratiedfeess of the Company’s internal control oveaficial reporting.

McDonald’s Corporation
February 22, 2005
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
McDonald’s Corporation

We have audited the accompanying Consolidated balsineets of McDonald’s Corporation as of DecerBtte2004 and 2003, and the
related Consolidated statements of income, shatelsllequity and cash flows for each of the threary in the period ended December 31,
2004. These financial statements are the respdihsiifi McDonald’s Corporation management. Our i@sgibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of
McDonald’s Corporation at December 31, 2004 and32@@d the consolidated results of its operatiomkits cash flows for each of the three
years in the period ended December 31, 2004, ifocmity with U.S. generally accepted accountingipiples.

As discussed in the Notes to the consolidated €iishistatements, effective January 1, 2003, the g2zom changed its method for accounting
for asset retirement obligations to conform withASANo0.143,Accounting for Asset Retirement ObligatioBffective January 1, 2002, the
Company changed its method for accounting for galbttwconform with SFAS No.14250o0dwill and Other Intangible Assets.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of McDonald’s Corporation’s internal control ovémdncial reporting as of December 31, 2004, basedriteria established in Internal
Control-Integrated Framework issued by the CommiteSponsoring Organizations of the Treadway Casrion and our report dated
February 22, 2005 expressed an unqualified opitfiereon.

Ernst & Young LLP

Chicago, lllinois
February 22, 2005
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Report of Independent Registered Public Accountingrirm on Internal Control over Financial Reporting

We have audited management’s assessment, inclodked accompanying Management’s Report, that Mclim&orporation maintained
effective internal control over financial reportiag of December 31, 2004, based on criteria estaliin Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (the COS@ria). The Company’s
management is responsible for maintaining effedtiternal control over financial reporting and fter assessment of the effectiveness of
internal control over financial reporting. Our resgibility is to express an opinion on managemesg&essment and an opinion on the
effectiveness of the Company’s internal controlrdirancial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordvar financial reporting, evaluating
management’s assessment, testing and evaluatirpiign and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the @tanoes. We believe that our audit provides a redde basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management’s assessment that thep@oy maintained effective internal control oveaficial reporting as of December 31,
2004, is fairly stated, in all material respectsséd on the COSO criteria. Also in our opinion,@wenpany maintained, in all material
respects, effective internal control over financegorting as of December 31, 2004, based on the@Qiteria.

We have also audited, in accordance with the stasdz the Public Company Accounting Standards 8¢dnited States), the Consolidated
balance sheets of McDonald’s Corporation as of Béxer 31, 2004 and 2003, and the related Consotiddtements of income,
shareholders’ equity and cash flows for each otlihee years in the period ended December 31, @684ur report dated February 22, 2005
expressed an unqualified opinion thereon.

Ernst & Young LLP

Chicago, lllinois
February 22, 2005
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Item 9. Changes in and disagreements with accountants aecounting and financial disclosure
None.

Item 9A . Controls and procedures
Disclosure controls

An evaluation was conducted under the supervisiohveth the participation of the Company’s managetni@cluding the Chief Executive
Officer (CEO) and Chief Financial Officer (CFO), thie effectiveness of the design and operatioh@fQompany’s disclosure controls and
procedures as of December 31, 2004. Based onvhhiagion, the CEO and CFO concluded that the Caryipalisclosure controls and
procedures were effective as of such date to ertkaténformation required to be disclosed in teparts that it files or submits under the
Securities Exchange Act of 1934 is recorded, pebssummarized and reported within the time perspecified in Securities and Exchai
Commission rules and forms.

Internal control over financial reporting

The Company’s management, including the CEO and &#t@irm that there was no change in the Compaimggsnal control over financial
reporting during the quarter ended December 314 288t has materially affected, or is reasonaldgiyi to materially affect, the Company’s
internal control over financial reporting.

Management’s report

Management's report and the Report of independsgistered public accounting firm on internal cohtneer financial reporting are set forth
in Part Il, Item 8 of the Annual Report on Form KO-

. Part Il

Item 10 . Directors and Executive Officers of the registrah

Information regarding directors and the Companydsi€of Conduct for the Board of Directors, its Cofi&thics for the Chief Executive
Officer and the Financial Officers and its StandasfiBusiness Conduct are incorporated herein feyagrce from the Company’s definitive
proxy statement, which will be filed no later thbB20 days after December 31, 2004. We will postamgndments to or any waivers for
directors and executive officers from provisionghe# Codes on our website at www.governance.mcdercam.

Information regarding all of the Company’s execatofficers is included in Part |, page 7 of thisrRd.0-K.

Item 11 . Executive compensation

Incorporated herein by reference from the Compadgfinitive proxy statement, which will be filed fater than 120 days after December
2004.

Item 12 . Security ownership of certain beneficial ownersd management and related shareholder matters

Incorporated herein by reference from the Compmdegfinitive proxy statement, which will be filed fater than 120 days after December
2004.

Item 13 . Certain relationships and related transactions

Incorporated herein by reference from the Compadegfinitive proxy statement, which will be filed fater than 120 days after December
2004.

Item 14 . Principal accountant fees and services

Incorporated herein by reference from the Compadgfinitive proxy statement, which will be filed fater than 120 days after December
2004.

. Part IV

Item 15 . Exhibits, financial statement schedules and rept¢s on Form 8-K
(@) 1. All Financial statements
Consolidated financial statements filed as pathisf report are listed under Part I, Item 8, pag@shrough 42 of this Form 10-K.

2. Financial statement schedules

No schedules are required because either the eshjniformation is not present or is not preserarrounts sufficient to require submissior
the schedule, or because the information requgéaciuded in the consolidated financial statementhie notes thereto.

(b) Exhibits
The exhibits listed in the accompanying index #eglfas part of this report.
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McDonald’s Corporation Exhibit Index (Item 15)
Exhibit number/descriptio

(3) (a) Restated Certificate of Incorporation, efifexas of March 24, 1998, incorporated hereindfgnence from Form 8-K, dated April
17, 1998

(b) By-Laws, effective as of May 19, 2004, incorporatereheby reference from Form -Q, for the quarter ended June 30, 2(

(4) Instruments defining the rights of security holdénsluding Indentures: *

(&) Senior Debt Securities Indenture, dated ascbdla®r 19, 1996, incorporated herein by referenmm fExhibit (4)(a) of Form S-3
Registration Statement (File No. -14141).

0] 6 3/ 8% Debentures due January 8, 2028. SupplementattimeeNo. 1, dated as of January 8, 1998, incotpdriaerein by
reference from Exhibit (4)(a) of Forn-K, dated January 5, 199

(il  Medium-Term Notes, Series F, due from one YeaB0 Years from the Date of Issue. Supplementdmture No. 4,
incorporated herein by reference from Exhibit (3i{tForm S-3 Registration Statement (File No. 38345), dated July
15, 1998

(i)  Medium-Term Notes, Series G, due from one Y®a60 Years from Date of Issue. Supplemental mtute No. 6,

incorporated herein by reference from Exhibit (#i{tForm S-3 Registration Statement (File No. 83-70), dated May :
2001.

(iv)  Medium-Term Notes, Series H, due from one Yt@a0 Years from Date of Issue. Supplemental IhderNo. 7,
incorporated herein by reference from Exhibit (3i{tForm S-3 Registration Statement (File No. 32212), dated July
10, 2002
(b) Subordinated Debt Securities Indenture, dated &ctdber 18, 1996, incorporated herein by referdrooa Exhibit (4)(a) of Forn
8-K, dated October 18, 199
0] 7.31% Subordinated Deferrable Interest Debastwiue 2027. Supplemental Indenture No. 3, datpte®der 24, 1997,
incorporated herein by reference from Exhibit () gbForm ¢-K, dated September 19, 19¢

(c) Debt Securities Indenture, dated as of MarctO87, incorporated herein by reference from Extiii(a) of Form S3 Registratiol
Statement (File No. -12364).

0) 8 7/ 8% Debentures, due 2011. Supplemental Indenturd Rancorporated herein by reference from Exhibjtdf Form
8-K, dated April 22, 1991

(i  Medium-Term Notes, Series D, due from nine then(U.S. Issue)/184 days (Euro Issue) to 60 yieans Date of Issue.
Supplemental Indenture No. 18, incorporated hdrgireference from Exhibit (4)(b) of Form S-3 Reasibn Statement
(File No. 3:-42642), dated September 10, 19

(iii)  Medium-Term Notes, Series E, due from ninentis (U.S. Issue)/184 days (Euro Issue) to 60 yieans the Date of Issue.
Supplemental Indenture No. 22, incorporated hergireference from Exhibit (4)(b) of Form S-3 Rerasibn Statement
(File No. 3:-60939), dated July 13, 19¢

(iv)  7.05% Debentures, due 2025. Form of Suppleaiéntienture No. 24, incorporated herein by refeeginom Exhibit (4)(a)
of Form ¢-K, dated November 13, 199

(d) McDonald’s Corporation 2002 QSC Rewards Progreffiective as of February 13, 2002, incorporatectim by reference from
Exhibit (4) of Form -3A Registration Statement (File No. -82920), dated March 14, 20(

0] Prospectus dated March 15, 2002, incorporatexkference from Form 424(b)(4) (File No. 333-8292ited March 20,
2002.

(il Prospectus Supplement (to Prospectus datedtvit®, 2002) dated March 4, 2003, incorporatedeligrence from Form
424(b)(3) (File No. 33-82920).

(iii)  Prospectus Supplement (to Prospectus datetiMa5, 2002, and to Prospectus Supplement datedhMia 2003) dated
September 25, 2003, incorporated by reference fform 424(b)(3) (File No. 3:-82920).
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(10) Material Contract:

(@)
(b)
(©

(d)
(€)
(f)

9)
(h)

0)
(k)
()

Directors Stock Plan, as amended and restated December £, fl6@ herewith.*
McDonalc' s Excess Benefit and Deferred Bonus Plan, effed@niary 1, 2005, filed herewitt

McDonald’s Corporation Supplemental Profit Shgrand Savings Plan, effective as of Septemb20Q1, incorporated herein by
reference from Form -K, for the year ended December 31, 20(

0] First Amendment to the McDonald’s Corporatiompplemental Profit Sharing and Savings Plan, effecs of January 1,
2002, incorporated herein by reference from For-K, for the year ended December 31, 20(

(il  Second Amendment to the McDonald’s Corporat8upplemental Profit Sharing and Savings Plancgffe January 1,
2005, filed herewith.:

1975 Stock Ownership Option Plan, as amendddestated July 30, 2001, incorporated herein fareace from Form 10-Q, for
the quarter ended September 30, 20i

1992 Stock Ownership Incentive Plan, as ameadddestated January 1, 2001, incorporated hbyeiaference from Form 10-Q,
for the quarter ended March 31, 200

1999 Non-Employee Director Stock Option Plasamended and restated September 12, 2000, inateddrerein by reference
from Form 1(-Q, for the quarter ended September 30, 20

Executive Retention Plan, as amended and restatediber 1, 2004, filed herewitr

McDonald's Corporation Amended and RestatedlZDfnibus Stock Ownership Plan, as amended arateds¥arch 18, 2004,
incorporated herein by reference from Forr-Q, for the quarter ended June 30, 20(

Form of McDonald’s Corporation Tier | Change®@®ntrol Employment Agreement, as amended, authdti® the Board of
Directors, on December 3, 2003, incorporated hdrgireference from Form -K, for the year ended December 31, 20(

0] First Amendment to Tier | Change of Control Empl@nmhAgreement, effective January 25, 2005, fileckwih.*

McDonald’s Corporation 2004 Cash Incentive Rleffiective as of January 1, 2004, incorporate@ihdoy reference from Form
1C-Q, for the quarter ended June 30, 20(

Senior Director Letter Agreement between Dor@ld_ubin and the Company, incorporated hereindigrence from Form 10-Q,
for the quarter ended June 30, 20C

Arrangement between M. Lawrence Light and McDo's Corporation, filed herewith,

(12) Computation of ratio of earnings to fixed char

(21) Subsidiaries of the registra

(23) Consent of independent registered public accoutiiting
(31.1) Rule 13a-14(a) Certification of Chief ExaeetOfficer
(31.2) Rule 13a—14(a) Certification of Chief Fineh©fficer

(32.1) Certification pursuant to 18 U.S.C. Sectl@30 by the Chief Executive Officer, as adoptedspant to Section 906 of the Sarbanes-
Oxley Act of 2002.

(32.2) Certification pursuant to 18 U.S.C. Sectl@50 by the Chief Financial Officer, as adoptedspant to Section 906 of the Sarbanes-
Oxley Act of 2002.

(99) One-year return on incremental invested capital (RO

* Denotes compensatory ple

**  Qther instruments defining the rights of holdefdong-term debt of the registrant and all ofsitdsidiaries for which consolidated
financial statements are required to be filed ahitkvare not required to be registered with the @isgion, are not included herein as
the securities authorized under these instrumandsjidually, do not exceed 10% of the total assdtthe registrant and its subsidiaries
on a consolidated basis. An agreement to furnisbpg of any such instruments to the Commission upguoest has been filed with the
Commission
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Signatures

Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the regiant has duly caused this report
to be signed on its behalf by the undersigned, theunto duly authorized.

McDonalc's Corporatior
(Registrant)

/S/Matthew H. Paull

By Matthew H. Paul
Corporate Senior Executive Vice President and
Chief Financial Officel

March 4, 2005

Date

Pursuant to the requirements of the Securities Exa@mnge Act of 1934, this report has been signed beldyy the following persons on
behalf of the registrant and in their capacities inlicated below on the 4th day of March, 2005:

Signature, Title
/S/Hall Adams, Jr.

By Hall Adams, Jr
Director

/S/Edward A. Brennan

By Edward A. Brennal
Director

/S/Robert A. Eckert

By Robert A. Ecker
Director

/S/Enrique Hernandez, Jr.

By Enrique Hernandez, <
Director

/S/Jeanne P. Jackson

By Jeanne P. Jacks:
Director

/S/Walter E. Massey

By Walter E. Masse
Director

/S/Andrew J. McKenna

By Andrew J. McKenni
Chairman of the Board and Direct

/S/Cary D. McMillan

By Cary D. McMillan
Director

/S/Matthew H. Paull



By

Matthew H. Paul
Corporate Senior Executive Vice President and
Chief Financial Officel

/S/David M. Pojman

By

David M. Pojmar
Corporate Senior Vice PresideController

/S/Michael J. Roberts

By

Michael J. Robert
President and Chief Operating Officer and Direc

/S/John W. Rogers

By John W. Roger
Director
/S/James A. Skinner
By James A. Skinne

Vice Chairman, Chief Executive Officer and Direc

/S/Anne-Marie Slaughter

By Anne-Marie Slaughte
Director
/S/Roger W. Stone
By Roger W. Stoni
Director
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Exhibit 10(a). McDonald’s Corporation Directors’ Stock Plan

Section 1. Introduction

11

1.2

The PlanMcDonald’s Corporation (the “Company”) first establed the McDonald’s Directors’ Deferred Compermsatlan (the
“Plan”) for the members of its Board of Directorhavare not officers or employees of the Company{8@e Director” or “Outside
Directors”) on July 1, 1984. Effective January 1995, in order to reflect the Plan’s focus on drepain identity of interest between the
Company'’s Outside Directors and its shareholdaesPian was renamed the “Directors’ Stock Plang Pkan was later amended and
restated effective September 19, 1996, July 157,18y 17, 2001, and December 3, 2003. Effectiveddeber 2, 2004, the Plan is
further amended and restated so as to bring itdotopliance with the requirements of Section 409#he Internal Revenue Code of
1986, as amended (t“Cod¢”) as to the Nongrandfathered Accounts (as defin&eation 2.4 below’

Purpose The purposes of the Plan are: to advance the Coytypimterests by attracting and retaining well-gfiedl Outside Directors
and Senior Directors (together, “Directors”); t@ypide such individuals with incentives to put forttaximum efforts for the long term
success of the Compe’s business; and to provide a vehicle to increasédémtity of interest between Directors and shalddrs.

Section 2. Benefits

2.1

2.2

Elected Deferred BenefitEach Director may elect in accordance with SecBidnto defer all or any part of the fees to be irekby
such Director for service on the Board of Directofshe Company (including annual and committeainetrs and Board and committee
meeting fees, to the extent applicable)(“ElecteeDed Benefits”). Elected Deferred Benefits slalicredited to an account for each
Director (an “Account”) on a quarterly basis atlsactime and in such a manner as is reasonablyndie&d by the Controller of the
Company. Each Direct’'s Account may be further divided into amounts deféipursuant to a particular y’s deferral electior

Stock Equivalent Benef
(&) In addition to any Elected Deferred Benefits, eBalector shall receive a stock equivalent benefitich shall be determined in t

u

manner described in this Section z* Stock Equivalent Bene”) and credited to his or her Accou

(b) OnJanuary 19, 1995, an amount equal to $1hEdtplied by the number of an Outside Directdull years of service (up to a
maximum of ten years) shall be accrued for suctsi@etDirector’'s Stock Equivalent Benefit. After dany 19, 1995, and before
January 1, 2004, for each Director, an amount elgubl 7,500 shall be accrued for such DirectortcBEquivalent Benefit at the
end of each full year of service (up to a maximurtea years), with an additional accrual as of Deloer 31, 2003, for each
Director who has not completed ten full years a¥®e before that date, in an amount equal to {%),%00 times (y) a fraction, the
numerator of which is the number of days from thg dfter end of the Director's most recently cortgadefull year of service



through December 31, 2003 (or, if the Director hasyet completed a full year of service, from tlate he or she became a
member of the Board), and the denominator of wiE@365. In measuring full years of service for mgges of this Section 2.2(b),
Board service shall commence as of the first Boaedting or committee meeting for which the Directmeived compensation
and end with the last Board meeting or committeetmg for which the Director received compensat

(c) As of December 31 of each calendar year beginnitiy 2004, there shall be accrued for each individua was a Director for a
or any portion of that calendar year a Stock EdeiaBenefit equal to $30,000 times, in the casaroindividual who was not a
Director for the entire calendar year, a fractithe numerator of which is the number of days dutivag calendar year on which
such individual was a Director, and the denominafavhich is the total number of days in that cd@nyear

2.3 Adjustment of AccountEach Director's Account shall be adjusted peridtiiq@ut no less than once each year), at such tintenes
and in such manner as is reasonably determinelddeb@ontroller of the Company and as of the dangfpayment from the Account,
order to treat such Account as though all amourgdited to it had been invested in shares of Mcliba&tock by reflecting income,
gains and losses in the amounts and at the timgschswould have occurred if an amount equal th eaedit to such Account were
invested in shares (including fractional sharedyloDonald’s Stock at a per-share price equal taleket value of a share of
McDonalc' s Stock on the date such credit was made (detednvingccordance with Section 5.
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2.4

Grandfathered and Nongrandfathered Accouiiitee Account of each Director shall be subdividdd enportion representing
compensation that is not subject to Section 409%abse it was deferred on or before December 34,201 the earnings thereon (the
“Grandfathered Accou”) and a portion representing all other compensattoe“ Nongrandfathered Accol”).

Section 3. Deferrals; Deferral Elections

3.1

3.2

3.3

Deferral ElectionsA person who becomes a Director during a calendar gnay elect by a written notice delivered to MoBld's
Corporation within 30 days after becoming a Direttoreceive Elected Deferred Benefits as provide8lection 2.1 with respect to fees
for services performed following the delivery othunotice to McDonald’s Corporation. Each otherebior may elect by filing a

written election with McDonald& Corporation on or before December 31 of a givsdaendar year to receive Elected Deferred Benedi
provided in Section 2.1 for the following calengaar. Any election made pursuant to this SectidnsBall be irrevocable

Specified Payment Date&.Director electing to defer Elected Deferred Bétsgiursuant to an election filed after July 15979may
make an irrevocable election to have those Elebtfdrred Benefits paid promptly following, or beging promptly following, a
Specified Payment Date (as defined below). Notuatiding any such election, if the Director’s Teration or death occurs on a day
before the Specified Payment Date, the Special BayDate election shall not apply, and such EleBreférred Benefits shall be paic
accordance with Section 3.3 below. A “SpecifiedRagt Date” means a date specified by the Diredttveatime he or she elects to
defer the Elected Deferred Benefits in questiorictvidate must be March 31, June 30 or Septembef 8&pecified year in the future,
but no earlier than the March 31st of the calengar following the year in which the deferred amsumould have been paid (if they
had not been deferred). “Termination” means (thacase of an Outside Director, his or her ceasitgg a member of the Board of
Directors for any reason other than his or hertgaatless he or she becomes a Senior Directoastithe, and (2) in the case of a
Senior Director, his or her ceasing to be a Sdbimrctor for any reason other than his or her dgatbvided, that with respect to a
Director’'s Nongrandfathered Account, the term “Taration” shall be interpreted in a manner consistéth the definition of
“separation from service as determined by the S®g” within the meaning of Section 409A(a)(2)(A)(

General Payment Dat&he balance in a Director’s Account, other than postion to which a Specified Payment Date applieder
Section 3.2, shall be paid, or begin to be paidpnl of the calendar year following the year bé&tDirector’'s Termination or death,
whichever occurs first (th*General Payment D&” and, together with any Specified Payment Dates"Payment Date”).

Section 4. Payment of Benefits

4.1

4.2

4.3

4.4

52

Time and Method of Payme#t Director's Account shall automatically be paidarsingle lump sum promptly following the applicabl
Payment Date(s), unless and to the extent a valitew installment distribution election has be#ed in accordance with this Section
4.1 and Section 4. Subject to Section 4.4(b) ifiapple, an installment distribution election mayply to all or any portion of the
Account for which payment is to be made, and sfyacify the period of years (up to a maximum of/&&rs) over which installment
payments are to be made. Installment payments lsdaflade annually in substantially equal installieewer the installment period
specified, beginning at or promptly following thepdicable Payment Date. Each installment paymeait ble computed by dividing the
balance of the Account that is to be paid in ilstahts by the number of payments remaining in tiséallment perioc

Form of PaymeniAll payments shall be made in cash, in an amounékinp the market value of a share of McDonaldtckt
(determined in accordance with Section 5.7) orddaebefore the date of payment, times the numbehaifes and fractions thereof for
which payment is being mac

BeneficiariesEach Director shall have the right to name a bersfi or beneficiaries who shall receive the beedfereunder in the
event of the Director’s death prior to the paymafrtis or her entire Account. If the Director faitsdesignate beneficiaries or if all such
beneficiaries predecease the Director, benefith sbgaid to the Director’s surviving spouse, d@mbne, then to the Director’s estate.
To be effective, any beneficiary designation shalfiled in writing with McDonald’s. A Director magevoke an existing beneficiary
designation by filing another written beneficiamsignation with McDonald’s. The latest beneficidgsignation received by
McDonalc' s shall be controlling

Installment Elections

(&) This Section 4.4(a) shall apply to the Grarftfed Accounts only. An installment election mwsthiade on or before December
31 of the calendar year preceding the calendarigieghich the applicable Payment Date occurs. Iimsent distribution elections
with respect to a Direct’s Account may be made during
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4.5

Director’s lifetime only by the Director. Except psovided below in this Section 4.4, an installmeletction is irrevocable once
made, and payments will be made in accordanceitnitbtwithstanding the subsequent Termination atldef the Director. If a
Director’s Termination occurs before a Specifieg®ant Date for any portion of his or her Accouhg Director may, on or
before December 31 of the calendar year in whiehTirmination occurs, revoke or change an instaitrakection the Director
had made with respect to that portion of his orAerount before the Termination. If a Director difore his or her Termination,
any installment elections with respect to any jpmgiof his or her Account to which a Specified PagtrDate before the date of
death applied shall continue to govern the paybthase portions of his or her Account, but anyeotimstallment elections made
by such Director before his or her death shall matiically be considered revoked, the person(sjledtio receive payment of the
remainder of his or her Account under Section #&le entitled to make an irrevocable installmalettion at any time on or
before December 31 of the calendar year in whieltinector’s death occurs, and the remainder ofinector’s Account shall be
paid to such person(s) in accordance with Sectibntdking into account any such installment eteti

(b) This Section 4.4(b) shall apply to the Nongffatitered Accounts only. A Director may make anatistent election for each
calendar year’s Stock Equivalent Benefit and El@eferred Benefit (if any). Such an installmertotion must be made at the
time the Director elects to defer the Elected Dref@Benefit for the year in question or, if no E&tDeferred Benefit is elected
for that year, not later than the latest time aiclisuch an election would be permitted. An ingtalht election is irrevocable once
made, and payments of both the Stock Equivalenefteand any Elected Deferred Benefit for the aggdbie calendar year will be
made in accordance with it notwithstanding the sghent Termination or death of the Director, ex¢ephe extent that the
Committee determines, in its sole discretion, taldssh procedures under which installment elestioray be revoked or changed
in compliance with Section 409A of the Co

Funding.Benefits payable under the Plan to any person begtlaid directly by the Company. The Company stalbe required to
fund or otherwise segregate assets to be usedyongnt of benefits under the Plan. While the Comppaay cause investments in
shares of McDonald’s Stock to be made through oparket purchases in amounts equal or unequal taatsi@ayable hereunder, the
Company shall not be under any obligation to maildah snvestments and any such investment shall remdiject to the claims of its
general creditors and the amounts payable to arecfors under the Plan shall not be affected bysaiey investment. Notwithstanding
the foregoing, the Company, in its discretion, majintain one or more trusts to hold assets to bd ta payment of benefits under the
Plan; provided that the assets of such trust &leadlubject to the creditors of the Company in trenethat the Company becomes
insolvent or is subject to bankruptcy or insolvepegceedings. Any payments by such a trust of hisngfovided hereunder shall be
considered payment by the Company and shall digetthe Company of any further liability for the pagnts made by such tru

Section 5. General Provisions

5.1

5.2

5.3

Plan AdministrationThe Plan shall be administered by a committee apaifrom time to time by the Board of Directotse(t
“Committee”). The Committee shall have discretignamthority to interpret and administer the Plangarrect errors in administration,
and otherwise to implement the Plan, in each cassistent with its purposes and intent. The Conemitthall also have the power to
take such other actions as are necessary sodhattitions pursuant to the Plan do not resultbilify under Section 16(b) of the
Securities Exchange Act of 1934. All actions of @@mmittee with respect to the Plan shall be fara binding on all person

Retention RightsEstablishment of the Plan shall not be construegii® an Outside Director or Senior Director thghtito be retained
on the Board of Directors or to any benefits n&csfically provided by the Plai

Interests Not TransferablExcept as to withholding of any tax required unitherlaws of the United States or any state or igcahd
except with respect to designation of a beneficiameceive benefits in the event of the death Bfractor, no benefit payable at any
time under the Plan shall be subject in any matmalienation, sale, transfer, assignment, pledtiachment, or other legal process, or
encumbrance of any kind. Any attempt by a Diretbaalienate, sell, transfer, assign, pledge orretise encumber any such benefits
whether current or thereafter payable, shall bd.vdb benefit shall, in any manner, be liable fosobject to the debts or liabilities of
any person entitled to such benefits. If any pesdall attempt to, or shall alienate, sell, transdssign, pledge or otherwise encumber
his or her benefits under the Plan, or if by arasom of his or her bankruptcy or other event hajmgest any time, such benefits would
devolve upon any other person or would not be exgdyy the person entitled thereto under the Peam the Company in its discretion,
may terminate the interest in any such benefith@fperson entitled thereto under the Plan and ¢roégply them to or for the benefit of
such person entitled thereto under the Plan cotiier spouse, children or other dependents, ooathem, in such manner as the
Company may deem propt
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5.4 Amendment and TerminaticThe Board intends the Plan to be permanent, batves the right at any time to modify, amend or
terminate the Plan, provided, however, that bemefigdited as provided herein shall constitutermvacable obligation of the Compa

5.5 Controlling Law.The law of lllinois, except its law with respectahoice of law, shall be controlling in all mannesating to the Plar
5.6 NumberWords in the plural shall include the singular &me singular shall include the plur

5.7 Value of McDonald’s Stockhe market value of McDonald’s Stock for purposesebf on a given day shall be the closing pric¢hat
close of normal trading hours, of McDonald’s Stackthe New York Stock Exchange Composite Tape anday (or, if quotations for
McDonald’s Stock are not reported on the New Yaidc® Exchange Composite Tape on that day, suclnggsice of McDonald’s
Stock on the New York Stock Exchange Composite Tapthe first day preceding such day on which suabtations are so reporte:

5.8 Compliance with Section 409Ahis Plan, as amended and restated as of Decemp@02, is intended to comply with the requirements
of Section 409A of the Code with respect to the §tandfathered Accounts, and shall be interpretedrdingly. Notwithstanding any
other provision of this Plan, no acceleration ofrpant of Nongrand-fathered Accounts that is notrpiéed by Section 409A of the
Code shall be permitted, and no amendment or tatioimof the Plan shall be effective to the extaat it would cause Grandfathered
Accounts to be subject to Section 409A of the Ci

Executed with effect as of McDonald’s Corporation
the 2nd day of December 20(

/S/Gloria Santona

By Gloria Santon:
Corporate Executive Vice Preside
General Counsel and Secrete
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Exhibit 10(b). McDonald’s Excess Benefit and Deferred Bonus Plan

Section 1. Introduction

1.1 The PlanMcDonald’'s Corporation (the “Company”) has adopteel McDonald’s Excess Benefit and Deferred Bonas Pthe “Plan”),
as set forth herein, as a successor plan to theoMald's Corporation Supplemental Profit Sharing Sagings Plan (the “Supplemental
Plan™). The Supplemental Plan was amended in resptinthe enactment of Section 409A of the InteRelenue Code of 1986, as
amended (th“Code”) to suspend deferrals into that plan for years &0®4. The Plan is effective as of January 1, 2

1.2 Purposes and Features of Ple

(&) The purposes of the Plan are (i) to providelecs group of employees with the opportunity &ceto defer compensation under
the “Deferred Bonus Feature” of the Plan, andtdiiprovide a select group of employees who padigipn the McDonald’s
Corporation Profit Sharing and Savings Plan oMle®onald’s Ventures 401(k) Plan (each, a “Profiaihg Plan”) with deferred
compensation under the “Excess 401(k) Contributfeeeture” of the Plan in excess of the maximum arhofti401(k)
contributions and matching employer contributidmest tmay be contributed on their behalf under thdieqble Profit Sharing Pla
absent the Limits described in Section 3.2(b) be

(b) The “Participants” in each feature of the Rlélh be a select group of management or highly cengated employees of the
Company or an Adopting Subsidiary. The Participamtiie Deferred Bonus Feature are described itid®e2 below. The
“Participant” in the Excess 401(k) Contributions Feature arerisst in Section 3 belov

1.3 Administration. The Plan shall be administered by a committee r@tlofficers of the Company (the “Committee”), thembers of
which shall be appointed from time to time by tten@ensation Committee of the Board of DirectorthefCompany (the
“Compensation Committee”). The Committee shall hdnespowers set forth in the Plan and the powarttrpret its provisions. Any
decisions of the Committee shall be final and bigddn all persons with regard to the P!

1.4 Compliance with Section 409Ahe Plan is intended to comply with the requiremmaritSection 409A of the Code and regulations,
rulings and other guidance issued thereunder olkdy, “Section 409A”), and shall be interpretaad administered accordingly.
Notwithstanding any other provision of this Plan,atceleration of payment of Accounts that is restiptted by Section 409A shall |
permitted, and no action, amendment or terminaifcthe Plan shall be effective to the extent thatduld cause the Plan to violate the
requirements of Section 409

1.5 Defined TermsCapitalized terms used in this Plan that are nfihel@é herein have the same meaning as the samertg¢ha applicable
Profit Sharing Plan. An index of terms definedhe Plan is attached as Exhibit A to the P

Section 2. Deferred Bonus Feature: Participation ath Deferral Elections

2.1 Eligibility and Participation.Subject to the conditions and limitations of tharRlan individual shall be eligible to participatehe
Deferred Bonus Feature of the Plan for a calendar ga “Deferred Bonus Eligible Employee”) if, dretElection Due Date for such
yeatr, the individual is an employee of the Compahy is in the Senior Direction Compensation BanthefCompany or above (or
employee of an Adopting Subsidiary who is in a camaple compensation band). Any Deferred Bonus liégemployee who makes a
Bonus Deferral Election as described in Sectiorb2ldw and in accordance with the requirementseatiSns 2.3 and 4 below shall
become a Participant, and shall remain a Partitipatil the entire balance of the Partici’s Account is distributec

2.2 Deferral ElectionsSubject to Sections 2.3 and 4 belc
(@) Any Deferred Bonus Eligible Employee may makeskection (a “Bonus Deferral Election”) to defeceipt of all or any portion



(b)

(in 1% increments) of the compensation that henerraay receive in a particular year under the Mcldie Target Incentive Pla
any successor annual bonus plan of the Comparanyannual bonus plan of an Adopting Subsidiarwyhich the Deferred
Bonus Eligible Employee participates (collectivelye“ Annual Bonus PIg") to the extent permitted by Section 2.3 bel

No other forms of compensation, including, but limofted to exit bonuses, severance bonuses c¢-rated annual bonuses paid
under the Executive Retention Plan may be defamektr the Deferred Bonus Feature of the F
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2.3 Rules for Bonus Deferral ElectiorBonus Deferral Elections shall be made in accordavith Section 4 below. The first Bonus Defe

Elections permitted under this Plan shall be witbpect to bonuses under the Annual Bonus Plamatbaarned in 2004 and to be paid
in the first quarter of 200Frovided,that such Bonus Deferral Elections shall be voithtbextent they are do not comply with the
requirements of Code Section 409A, unless the Cagnpeends or modifies the Plan and/or ParticipeBisius Deferral Elections in a
manner that causes the Plan and Participants’ Boetesral Elections to comply with the requiremenft€ode Section 409A pursuant
to Section 9.1 below

Section 3. Excess 401(k) Contributions Feature ofldh: Participation and Deferral Elections
3.1 Eligibility and Participation.Subject to the conditions and limitations of tharRlan individual shall be eligible to participaighe

3.2

3.3

56

Excess 401(k) Contributions Feature of the Plarf'xcess 401(k) Contributions Eligible Employeed) fa calendar year (the
“Specified Yee") if:

(&) the individual is an active participant in one loé tProfit Sharing Plans as of the first day of$ipecified Date

(b) on the Election Due Date for such Specifiedry#dse individual is either (i) an employee of tiempany in the Direction
Compensation Band of the Company or above (or giame of an Adopting Subsidiary in a comparablmpensation band);
and

(c) theindividual has annualized compensationrdateed as of a date within the calendar year priageithe Specified Year as
determined by the Committee (the “Compensation ib@teation Date”) in an amount that exceeds theiapple dollar amount in
effect under Code Section 414(q)(1)(B)(i) for themay preceding the Specified Year. An employee’siatimed compensation shall
equal the sum of the employee’s annual base satao§ the Compensation Determination Date plugthployee’s annual bonus
received under an Annual Bonus Plan in the yedritichudes the Compensation Determination Dateéich case determined
without regard to the employ’s elective deferrals under this Plan, a Profit BigalPlan or otherwise

Any Excess 401(k) Contributions Eligible Employekonmakes an Excess 401(k) Contributions Defermattiein in accordance with t
requirements of Sections 3.3 and 4 below and whiteieafter credited with amounts pursuant to 8e@&i2 below, shall become a
Participant, and shall remain a Participant uh@l éntire balance of the Participant’s Accountissrithuted.

Benefits.

(a) Each Excess 401(k) Contributions Eligible Engplwho makes an Excess 401(k) Contributions Dedf&tection for a Specified
Year shall receive as credits to his or her Accpasiprovided in Section 5.1 below, an amount etjutile excess of (i) to the
amount of 401(k) contributions and the associatatthing employer contributions that would be altedato his or her accounts
under the applicable Profit Sharing Plan for the®fed Year if the Limits (as defined in Sectio2@®) below) did not apply, ov
(i) the amount of 401(k) contributions and theagsated matching employer contributions actuallgadted to his or her accounts
under the applicable Profit Sharing Plan for thefeed Year.

If an Excess 401(k) Contributions Eligible Employeses made a Bonus Deferral Election under Sectimn @ Specified Year, (i)
for purposes of determining the amount of 401(kjtabutions that would have been allocated to Inisey accounts under the
applicable Profit Sharing Plan for the Specifiedalrd the Limits did not apply, his or compensatisifi not include the portion of
any bonus for the Specified Year that was defepreduant to his or her Bonus Deferral Electionsiach Specified Year; and (ii)
for purposes of determining the amount of matctengployer contributions that would have been alleddb his or her accounts
under the applicable Profit Sharing Plan for the®feed Year if the Limits did not apply, his orfrmompensation will be
determined without regard to his or her Bonus Defetlection for such Specified Year.

(b) For purposes of this Plan, the “Limits” mealms limitations imposed on the maximum amount o€t@le contributions and
matching contributions that may be contributed ehdif of the Excess 401(k) Contributions Eligibimfloyee under the
applicable Profit Sharing Plan in which he or shdtipipates as a result of the application of tteximum aggregate contributions
imposed under Code Section 415, the maximum anaflsdmpensation that may be taken into accountiu@dde Section 401(a)
(17) and the maximum amount of elective defermalgased under Code Section 402

Rules for Excess 401(k) Contributions Deferral Htgt An Excess 401(k) Contributions Deferral Eligible ployee shall receive the
benefits provided for in Section 3.2 for a Spedifiéear only if he or she makes an election (an #58c401(k) Contributions Deferral
Election”) in accordance with Section 4 below totjg#pate in the Excess 401(k) Feature of the Rladh to make 401(k) contributions
under the applicable Profit Sharing Plan for thefied Year. The first Specified Year under thiarPshall be the 2005 calendar ye
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Section 4. Rules for Deferral Elections

4.1

4.2

Timing for Deferral ElectionsAll Bonus Deferral Elections and Excess 401(k) @bations Deferral Elections (collectively the
“Deferral Elections”) must be returned to the Cortted no later than the date specified for such ggahe Committee (the “Election
Due Date”), but in no event later than the latedegermitted by Section 409A. Each Deferral Eecthall apply only to the year with
respect to which it is made, and shall be irreviely the Participant and the Company as to that,yexcept as specifically provided in
this Plan.

Tax Withholding and Other Special RulBstwithstanding any other provision of the Planjratividual's Deferral Election may not
cause an individual’'s cash compensation, payabde &fking into account the Deferral Election aliether applicable deductions and
withholdings, to be less than zero dollars. If maividual’'s Deferral Election, after giving effetct all other applicable deductions and
withholdings (including the tax withholding requirpursuant to Section 6.4), would cause the amafucdsh compensation payable to
such individual to be less than zero dollars, then@®ittee shall reduce the amount of compensatieridel pursuant to the individual's
Deferral Election to the extent necessary to enthatehis or her cash compensation for each pageoibd is not reduced below zero
dollars.

Section 5. Accounts

5.1

5.2

5.3

Accounts

(@) A bookkeeping account shall be establishedahdarticipant’'s name (an “Account”). The Accoahéeach individual who is a
Participant in both the Deferred Bonus FeaturethadExcess 401(k) Contributions Feature of the Bladl be divided into two
subaccounts, one representing the amounts creditbe Participant’s Account pursuant to Secti@b@ve of the Plan, and the
other representing the amounts credited to thediat's Account pursuant to Section 3 above datecase, as adjusted pursuant
to Section 5.2 below and as a result of distrimgifrom the Accoun

(b) The Participants’ Accounts may be further sulaldid as the Committee may from time to time debeento be necessary or
appropriate, including without limitation to refledifferent sources of credits to the Accounts difftrent deemed investments
thereof.

() Amounts deferred pursuant to a Deferral Electiball be credited to the applicable Account athefdate the Participant would
otherwise have received the deferred amounts ialtsence of a Deferral Election. Any amount crediteder the Excess 401(k)
Contributions Feature of the Plan shall be creditetthe applicable Account as of the date the armnwonld have been allocated
under the applicable Profit Sharing Plan if the iténnad not applied. Adjustments of a Participamisous subaccounts to reflect
investment experience and distributions shall ic@tes be done on a pro-rata basis, and suchcaulras shall be treated in the
same manner for all other purposes of the Plargmbas specifically provided in Section 9.2 bel

Investment Elections and Earnings Crec

(&) Each Participant in the Plan shall be permiftech time to time to make an investment electiegarding the manner in which his
or her Account shall be deemed invested. Subjetttetdollowing, the Committee shall establish anchmunicate to Participants
the investment choices that will be available tdiBipants and the procedures for making and chapgivestment elections, as it
may from time to time determine to be approprigteless otherwise determined by the Committee, &djzant’s investment
election may be split among the available choineéadrements of 1%, totaling 100¢

(b) As of January 1, 2005, the available investmentogsounder the Plan at

0] a rate of return based upon the McDonald’s Camr8tock Fund under the Profit Sharing Plan, a&ftustment for
expenses under the Plan (“Excess McDonal's Common Stock Retu");

(i) arate of return based upon the Stable Value Faddnthe Profit Sharing Plan, after adjustmenefqrenses under the P
(the“Excess Stable Value Ret"); and

(i)  arate of return based upon the S&P 500 InHard under the Profit Sharing Plan, after adjustiier expenses under the
Plan (the*Excess S&P 500 Index Retr").

(c) For any period during which a Participant heitefl to make an investment election, the PartitipaAccount shall be credited
with the Excess Stable Value Return. A Participamtestment election will continue in effect unkie Participant files a new
investment electior

Vesting.A Participant shall be fully vested at all timegliwe balance of his or her Accou
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Section 6. Payment of Benefits

6.1

6.2

6.3
6.4

6.5

Time and Method of Paymeitthe balance in a ParticipastAccount shall be paid to the Participant in glgifump sum payment on t
first business day that is at least six monthg difte Participant’s “separation from service” withhe meaning of Section 409A;
provided, that to the extent permitted by Secti6@A, if the Participant dies before such paymemasie, the balance in his or her
Account shall be paid to his or her beneficiarypeneficiaries in a single lump sum payment as ssoadministratively feasible after 1
Participan’'s death

Small Balance RuléNotwithstanding any other provision of the Planthte extent permitted by Section 409A, if the baéaim a
Participant’s Account as of the end of the monthirduwhich the Participant’'s employment terminatekess than $50,000, then such
Participan’s Account shall be paid in a single lump sum as smadministratively feasible after the end ohsmonth.

Form of PaymeniAll payments shall be made in ca

Withholding of TaxesThe Company shall withhold any applicable Fedestalte or local income tax from payments due urdePian i
accordance with such procedures as the Companyestallish. Generally, any Social Security taxeduiing the Medicare portion of
such taxes, shall be withheld from other compeasgiayable to the Participant in question, or fgidhe Participant in question to the
Company, at the time amounts are credited to thiéc@nt's Account. The Company shall also withhold any odmployment or oth:
taxes as necessary to comply with applicable |

Beneficiary.

(8 A Participant shall have the right to name adfieiary or beneficiaries who shall receive théahae of a Participant’s Account in
the event of the Participant’'s death prior to thgrpent of his or her entire Account (a “Benefici@rgsignation”). A beneficiary
may be an individual, a trust or an entity thais-exempt under Code Section 501(c)(3). If no fieiaey is named by a
Participant or if the Participant survives all béthamed beneficiaries, the Participant’s Accobatl de paid to the Participant’s
estate. A Participant may change or revoke aniegig&eneficiary Designation by filing another Beig&lry Designation with the
Committee. The latest Beneficiary Designation reegiby the Committee shall be controlli

(b) Notwithstanding any other provision of the Plarttar McDonal’'s Corporation Supplemental Profit Sharing and 8gsiPlan, a
Participant who is also a participant in the McDidigCorporation Supplemental Profit Sharing anglifgs Plan must designate
the same beneficiary or beneficiaries under both glans, and accordingly, the latest BeneficiaggiBnation received by the
Committee under either such plan shall be contliinder both such plar

(c) A beneficiary designated by a Participant asthar beneficiary who has not yet received payroétiie entire benefit payable to
him or her under the Plan shall have the rightaime a beneficiary or beneficiaries to receive @larxe of such benefit in the
event of the beneficiary’s death prior to the pagtrad the entire amount of such benefit, in accoogawith Section 6.5(a) above,
as if the beneficiary were a Participant (regasiEfswvhether the Participant or such other berafjdis still alive).

(d) In addition, after the death of a Participanadeneficiary thereof, any beneficiary designdmgdhe Participant or such deceased
beneficiary, as applicable, who has not yet reckpeyment of the entire benefit payable to himerdnder the Plan shall be
treated for purposes of Section 5 of the Plan énsime manner as the Participant with respecetédd¢iaount or portion thereof of
which such person is the beneficia

Section 7. Miscellaneous

7.1

7.2

7.3

58

Funding.Benefits payable under the Plan to any Participhatl be paid directly by the Company. The Compstmgll not be required to
fund, or otherwise segregate assets to be usgrhjonent of benefits under the Plan. While the Campaay, in the discretion of the
Committee, make investments (a) in shares of Mcidm&ommon Stock through open market purchasé€bk)dn other investments in
amounts equal or unequal to amounts payable hegeuth@ Company shall not be under any obligattomake such investments and
any such investment shall remain an asset of ttep@ay subject to the claims of its general credit

Account StatementThe Company shall provide Participants with statéisef the balances of their Accounts under the Btdeast
annually.

Employment RightEstablishment of the Plan shall not be construegivie any employee or Participant the right todtained in the
Compan’s service or that of its subsidiaries and affigater to any benefits not specifically providedtbg Plan
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7.4

7.5

7.6

7.7

7.8

Interests Not TransferablExcept as to withholding of any tax under the lafvthe United States or any state or locality drved t
provisions of Section 6.5 above, no benefit payabkeny time under the Plan shall be subject inraaginer to alienation, sale, transfer,
assignment, pledge, attachment, or other legalessyor encumbrance of any kind. Any attempt &nalie, sell, transfer, assign, pledge
or otherwise encumber any such benefits, whetheewtly or thereafter payable, shall be void. Nespa shall, in any manner, be liable
for or subject to the debts or liabilities of argrgon entitled to such benefits. If any personlgtmpt to, or shall alienate, sell,
transfer, assign, pledge or otherwise encumberfitenader the Plan, or if by any reason of thetiBigant’s bankruptcy or other event
happening at any time, such benefits would devopen any other person or would not be enjoyed byp#rson entitled thereto under
the Plan, then the Company, in its discretion, teaminate the interest in any such benefits ofpieson entitled thereto under the Plan
and hold or apply them to or for the benefit oftsperson entitled thereto under the Plan or sudivitlual’s spouse, children or other
dependents, or any of them, in such manner asahg@ny may deem prope

Forfeitures and Unclaimed AmounUnclaimed amounts shall consist of the amount @&bcount of a Participant that cannot be
distributed because of the Committee’s inabilifyeraa reasonable search, to locate a ParticipatiteoParticipant’s beneficiary, as
applicable, within a period of two years after Beyment Date upon which the payment of benefitsinecdue. Unclaimed amounts
shall be forfeited at the end of such two-yearqeeriThese forfeitures will reduce the obligatiofshe Company under the Plan. After
an unclaimed amount has been forfeited, the Ppaiitior beneficiary, as applicable, shall haveurthér right to the Participant’s
Account.

Controlling Law.The law of lllinois, except its law with respectdboice of law, shall be controlling in all matteedating to the Plan to
the extent not preempted by the Employee Retiretmeoime Security Act of 1974, as amend“ERISA").

Action by the CompanExcept as otherwise specifically provided in thaerRlny action required of or permitted by the Canypunder
the Plan shall be by resolution of the Board ofbiors of the Company or by action of any membéhefCommittee or person(s)
authorized by resolution of the Board of Directof¢she Company

Section 16Notwithstanding any other provision of the Plarg @ompensation Committee may impose such restigtinles and
regulations on the terms and conditions of paréitgm in the Plan by any Participant who has bemamtkd by the Board of Directors of
the Company to be subject to Section 16 of the ®@&=z1Exchange Act of 1934, as amended, as thep@asation Committee may
determine to be necessary or appropriate. Any acims that would result in liability or potenti@bility under said Section 16 shall be
void ab initio.

Section 8. Subsidiary Participation

8.1

8.2

8.3

Adoption of PlanAny entity in which the Company directly or throuigitervening subsidiaries owns 25% or more of ttaltcombined
voting power or value of all classes of stock,imthe case of an unincorporated entity, a 25% a@renmnterest in the capital and profits
(a “Subsidiary”) may, with the approval of the Cagnpation Committee and under such terms and conditis the Compensation
Committee may prescribe, adopt the correspondimtops of the Plan by resolution of its board akdiors and thereby become an
“Adopting Subsidiary'The Compensation Committee may amend the Plancassery or desirable to reflect the adoption offtfam by
an Adopting Subsidiaryrovided, howevethat an Adopting Subsidiary shall not have the auityrto amend or terminate the Plan
under Section 9 below. Exhibit B identifies the Atlag Subsidiaries as of January 1, 2005. The Cdteenmay amend Exhibit B from
time to time to reflect changes in the Adopting Sdlaries.

Withdrawal from the Plan by Subsidiadmy Adopting Subsidiary shall have the right, ay &me, upon the approval of and under such
conditions as may be provided by the Compensatmmnr@ittee, to withdraw from the Plan by deliverimgthe Compensation
Committee written notice of its election so to wiitaw, upon which it shall be considered a “WithdraySubsidiary.” Upon receipt of
such notice, the Adopting Subsidiary shall assumiedsponsibility for funding the payment of therpon of the Accounts of
Participants and beneficiaries attributable to itcsedade while the Participants were employeesiofi $Vithdrawing Subsidiary, plus
any net earnings, gains and losses on such cradidishe Company shall have no further obligattorsuch Participants or any of their
beneficiaries under the Plan with respect to thtigooof the Accounts attributable to credits madele the Participants were employ

of such Withdrawing Subsidiar

Special Rule for Sales or Other Dispositions ofsgdibries.Notwithstanding any other provision of the Planthte extent permitted by
Section 409A: (a) if an Adopting Subsidiary cea®else a Subsidiary (thereby becoming a “DisaffdthSubsidiary”) as a result of a
sale, spinoff, public offering or other transactioxolving the Disaffiliated Subsidiary, or if orme more businesses conducted by an
Adopting Subsidiary are sold to another entityBayer”), any Participant who as a result of suemsaction ceases to be employed by
the Company or one of its remaining Subsidiariedl $fe considered to have experienced a terminati@mployment for purposes of
the Plan, unles
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clause (b) applies; and (b) if in connection witicls a transaction, a Participant remains an employ¢he Disaffiliated Subsidiary or
becomes an employee of the Buyer or one of itsidigibes or affiliates, as applicable, and the MHibated Subsidiary or the Buyer, as
applicable, assumes all liabilities to the Paracipunder this Plan, then the Participant shallbeotonsidered to have experienced a
termination of employment for purposes of the Plart,the Company and its remaining Subsidiariesadfiliates shall have no further
obligations to the Participant or any of his or heneficiaries under the Plan.

Section 9. Amendment and Termination; ERISA Issues

9.1 Amendment and TerminaticThe Company reserves the right at any time by aafats Board of Directors of the Company or the
Compensation Committee to modify, amend or terneitfa¢ Planprovided, howevethat no such amendment or termination of the
shall result in a reduction or elimination of atitépant’s Account except to the extent required¢dmply with Section 409A; and
provided, furtherthat no such amendment or termination shall réswEhy acceleration of the payment of any Accoweeet to the
extent permitted by Section 409A. The Compensdiiommittee shall provide notice of amendments adbpyethe Compensation
Committee to the Board of Directors of the Companya timely basis

Notwithstanding the foregoing, the Company’s CogperExecutive Vice President—-Human Resources artbitporate Executive Vice
President, General Counsel and Secretary may aoranddify the terms of the Plan and may amend, fyaititerminate any Deferral
Election made hereunder to the extent necessaghasable to comply with the requirements of Secd09A.

9.2 ERISA Issuedt is the intention of the Company that the Plarab®nqualified deferred compensation plan desgribhé&ections 201(2
301(a)(3) and 401(a)(1) of ERISA covering a setgoup of management or highly compensated employkethe Company or an
Adopting Subsidiary (a “Top Hat Plan”). Without liting the generality of the foregoing provisionstleis Section 9, to the extent
permitted by Section 409A, the Company reservesitfie to terminate one or more Participants’ gdpttion in the Plan and to
distribute such Participants’ Account balancesioRarticipants (or their beneficiaries), if itistermined by the U.S. Department of
Labor or any court of competent jurisdiction, orthg Company with the advice of legal counsel, thatPlan does not qualify as a Top
Hat Plan.

Section 10. Committee Actions and Electronic Eleains

10.1 Actions of CommitteeAny actions by the Committee or the Compensatiom@idtee shall be taken upon the approval of a nitgjof
the members thereof at an-person or telephonic meeting or in writit

10.2 Electronic ElectionsAnything in the Plan to the contrary notwithstarglithe Committee may in its discretion make disstesor give
information to Participants and beneficiaries aatht Participants or their beneficiaries to malex&onic elections in lieu of written
disclosure, information or elections provided ie #lan. In making such a determination, the Conemishall consider the availability
electronic disclosure of information and electibm®articipants and beneficiaries, the protectibthe rights of Participants and their
beneficiaries, the appropriateness of the standardauthentication of identity and other secudbnsiderations involved in the
electronic election system and any guidance isbyeahy relevant governmental authoriti

Section 11. Special Provisions for Rehired Employse

11.1 Deferral Elections of Rehired Participanlf a Participant’s employment is terminated whikdr she has a Deferral Election (including
an election not to defer any compensation undePtar) in effect and the Participant is rehired iposition making him or her an
Excess 401(k) Contributions Eligible Employee an@/®eferred Bonus Eligible Employee, then (ahé Participant resumes
employment with the Company or an Adopting Subsjdifuring the calendar year of such terminatiomdhe next following calendar
year, such Deferral Election shall remain in eff@ith respect to compensation of the Participamtifiand after the date of rehire, to
extent it is applicable thereto by its terms, awdirf all other cases, such Deferral Election wstiéll have no application and such
Participant will not be eligible to defer any compation under the Plan in the year the Participgsumes employment with the
Company or an Adopting Subsidiary. Such reempld3adicipant shall be eligible to file a new DeféiEdection for any subsequent
year in accordance with the terms of the Plan thexffect.

11.2 Payments to Rehired Participanif a Participant whose employment has terminatetéaseafter rehired prior to the distribution of hi
or her entire Account balance, then any remainagments hereunder required to be made to sucttiparit as a result of the
Participants prior termination of employment shall be suspengil such Participant again becomes eligiblestive a distribution «
his Account hereunder as a result of his subseqieath, termination of employment or other eveat thsults in the distribution
hereunder
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Section 12. Claims Procedures

12.1 Filing a Claim.A Participant or beneficiary of a Participant whalibves that he or she is eligible for a benefenthis Plan that has
not been provided may submit a written claim fondfés to the Committee. The Committee shall eval@ach properly filed claim and
notify the claimant of the approval or denial of ttlaim within 90 days after the Committee recetbhesclaim, unless special
circumstances require an extension of time for @geing the claim. If an extension of time for ps®irg the claim is required, the
Committee shall provide the claimant with writtestine of the extension before the expiration ofittigal 90-day period, specifying tt
circumstances requiring an extension and the datehlich a final decision will be reached (whichelahall not be later than 180 days
after the date on which the Committee receivectthimn). If a claim is denied in whole or in patietCommittee shall provide the
claimant with a written notice setting forth (agthpecific reasons for the denial, (b) referenageettinent Plan provisions upon which
the denial is based, (c) a description of any &mlthl material or information needed and an explanaf why such material or
information is necessary, and (d) the clair’s right to seek review of the denial pursuant tcti®a 12.2 below

12.2 Review of Claim Denialf a claim is denied, in whole or in part, the at@int shall have the right to (a) request that thmRQittee
review the denial, (b) review pertinent documeatgj (c) submit issues and comments in writing, joled that the claimant files a
written request for review with the Committee witl§i0 days after the date on which the claimantivedewritten notice from the
Committee of the denial. Within 60 days after tr@rnittee receives a properly filed request foreayithe Committee shall conduct
such review and advise the claimant in writingtsfdecision on review, unless special circumstaneggire an extension of time for
conducting the review. If an extension of time donducting the review is required, the Committeaigtrovide the claimant with
written notice of the extension before the expinaf the initial 60-day period, specifying thectimstances requiring an extension and
the date by which such review shall be completeuidivdate shall not be later than 120 days afeedtite on which the Committee
received the request for review). The Committedl ghfarm the claimant of its decision on reviewanwritten notice, setting forth the
specific reason(s) for the decision and referead@an provisions upon which the decision is bagedecision on review shall be final
and binding on all persons for all purpos

Executed in multiple originals this 1st day of Dexxr 2004.

McDonald’s Corporation

/S/Richard Floersch

By Richard Floerscl
Executive Vice President—
Human Resource
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Exhibit A. Index of Defined Terms

Defined Term

Account
Adopting Subsidian
Annual Bonus Pla

Beneficiary Designatio
Bonus Deferral Electio
Buyer

Code

Company

Committee

Compensation Committe
Compensation Determination Dz

Deferral Election:

Deferred Bonus Eligible Employze
Deferred Bonus Featu
Disaffiliated Subsidian

Election Due Dati

ERISA

Excess 401(k) Contributions Deferral Elect

Excess 401(k) Contributions Deferral Eligible Emye
Excess 401(k) Contributions Feati

Excess McDonal's Common Stock Retul

Excess S&P 500 Index Retu

Excess Stable Value ReftL

Limits
Participants

Plan
Profit Sharing Plai

Section 4094
Specified Yea
Subsidiary

Top Hat Plar
Withdrawing Subsidiar
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Section

5.1(a
8.1
2.2(a

6.5(a
2.2(a
8.3

1.1
1.1
1.3
1.3
3.1(c

4.1
21
1.2(a
8.2

4.1

7.€

3.3

3.1

1.2(a
5.2(b)(i)
5.2(b)(iii)
5.2(b)(ii)

3.2(b]

1.2(b’
11
1.2(a

1.4
3.1
8.1

9.2
8.2



Exhibit B. Adopting Subsidiaries
McDonald’s USA, LLC

McDonald’s Ventures, LLC
McDonald’s Latin America, LLC
McDonald’'s AMEA, LLC
McDonald’s International, LLC
McDonald’s Europe, Inc.
Boston Market Corporation
Chipotle Mexican Grill, Inc.
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Exhibit 10(c)(ii). Second Amendment to the McDonald’s Corporation Suplemental Profit Sharing And Savings Plan

1. Section 1.1(a) of the McDonald’s Corporation flemental Profit Sharing and Savings Plan (therfBlas hereby amended by adding
the following sentence at the end there

“Notwithstanding any other provision of this Plawo, Deferral Elections shall be permitted under Bian with respect to
compensation that would be paid to Participantséabdeferral) on or after January 1, 2005.”

Except as herein amended, the Plan shall remdurdliforce and effect.
Executed in multiple originals this 1st day of Dexxr 2004.

McDonald’s Corporation

/S/Richard Floersch

By Richard Floersch
Executive Vice President—
Human Resource
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Exhibit 10(g) . Executive Retention Plan

As amended and restated effective as of Decemi2€0%

Introduction

McDonald’s Corporation, a Delaware corporation (fBempany”), has established the Executive Reterfilan (this “Plan”) effective as of
October 1, 1998 (the “Effective DateThis Plan was amended and restated on March 20, R0érch 20, 2002, October 29, 2002, Decen
18, 2002, December 2, 2003, January 21, 2004 andrbger 1, 2004. The amendments made to this Pl#meymendment and restatement
of October 29, 2002 are not applicable to any Etteeas defined in the Plan before October 2922@¢hose termination of employment or
Change-in-Status Date (as defined in the Plan be®atober 29, 2002) occurred before October 292 2fa® whom the Plan provisions as in
effect on the date of his or her termination of &apment or Change-in-Status Date, as applicabl) sbntrol.

Article 1 Purpose; Employment Periods Generally

1.01 Purpose. It is in the best interests of the Company angtisreholders to assure that the Company has thiewed dedication of its key
executives in a highly competitive global marketglaThis Plan is established to promote the reterdf these key executives and
provide the Company with a smooth succession psoddss Plan is also intended to provide theseds@gutives with incentives that
are designed to focus their energy on contributindpe ultimate success of the Compe

1.02 Employment Periods.

(@) Definition of Employment PeriodThis Plan provides for the continued employmenbjestt to the terms and conditions of this
Plan, of the individuals identified on Appendix A ‘dier | Executives,” “Tier Il Executives” and “&r IlI
Executives” (collectively, the “Executives”) durirtigree successive periods, each of which is defirdolwv: the Retention Period;
the Transition Period; and the Continued Employnireariod (collectively referred to as t*Employment Perioc”).

(b) Requirement of Execution of Agreement and Contifregloymentin order to be eligible for continued employmentidg each
successive Employment Period, with the pay andfiisrset forth herein, an Executive must satis& tbéquirements summarized
in this Section 1.02(b) and more fully set forthdvein the Plan. The Executive must properly exedhe following agreements
(each, an “Agreement”) at the following times:d) or before the Executive’'s Change-in-Status Dateigreement substantially
in the form set forth in Exhibit A (a “TransitioreRod Agreement”); (ii) on or before the first dafythe Executive’s Continued
Employment Period, an Agreement substantially éexftrm set forth in Exhibit B (a “Continued Emplognt Period Agreement’
and (iii) upon a termination of the Executive’s dayment at the end of the Continued Employmentdekeor under circumstances
described in Section 7.01 below, an Agreement antistly in the form set forth in Exhibit C (a “Traination Agreement”). In
addition, the Executive must not revoke, and mastgly with, such Agreements. Finally, the Executivest otherwise comply



(©

with the requirements of this Plan. An Executiveyratso be eligible in some cases for certain paytmmefits upon termination
his or her employment, as more fully set forth iniédles 6 and 7 below (the “Termination Benefitd&xhibit B to each Agreement
shall be completed by the Company at the time ®#tgreement’s preparation by the insertion of adfthe “Specified
Competitors” consisting of tweni-five (25) competitors of McDona's determined by the Company in its sole discre

Violations by the Executivéf.an Executive commits a “Violation” (as definedlbw), the Company shall be entitled to cancel any
and all future obligations of the Company to the&ixtive under this Plan and recoup the value dRelévant Prior Benefits (as
defined below), together with the Company’s cosis @easonable attorney’s fees. In addition, the @y shall be entitled to
pursue any other remedy available to enforce tileg®f the Executive’s Agreements. A “Violation"ahhave occurred if an
Executive (i) files a lawsuit, charge, complaintotier claim asserting any claim or demand withimgcope of the releases given
in any of his or her Agreements, (ii) fails propeid execute and deliver a required Agreementijiipp(rports to revoke any of h

or her Agreements. The “Relevant Prior Benefitsamg(i) in the case of a Violation committed byEamcutive during an
Employment Period, all payments and benefits thattbeen provided to the Executive under this Blaing that Employment
Period, and (ii) in the case of a Violation comettby an Executive after termination of the Exa@i§ employment, all
Termination Benefits provided to the Executive uritie Plan
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(d)

(€)

Status and Benefits Generally during Employmenid@srDuring an Executive’s continued employment duriagteof his or her
Employment Periods, except as otherwise specifigatbvided in this Plan: (i) the Executive shalldrgitled to participate in the
Company’s employee compensation plans, practiadigigs and programs as in effect from time to titneluding without
limitation all equity compensation, bonus and otheentive compensation plans, policies and progréoullectively, the
“Compensation Plans”), to the extent that the Etieeus eligible under, and in accordance with, dipplicable terms and
conditions thereof as modified by this Plan; aidtilie Executive shall be entitled to participatehe Company employee bene
plans, practices, policies and programs as in effem time to time (collectively, the “Employeedpk”), to the extent that the
Executive is eligible under, and in accordance itk applicable terms and conditions thereof. WtitHimiting the generality of
the foregoing, except as specifically provided @ct®n 7.01(b) below, during an Executive’s EmpleymPeriods and upon and
following the termination of his or her employméat any reason, the Executive’s stock options stwitinue to vest, be
exercisable, expire and otherwise be subject t@xipeess terms of the related stock option plantb@dpplicable Golden M
Certificate (or other applicable award agreeme

Deferred Compensation PlarWithout limiting the generality of Section 1.02@bove, except as specifically provided in Section
4.02(b) below, amounts paid to an Executive dutitegExecutive’'s Employment Periods shall be treatettompensation” for
purposes of the McDonald’s Corporation Profit Shgrand Savings Plan, McDonald’s Corporation Supplaad Profit Sharing
and Savings Plan and any successor or other défesrapensation plans for which the Executive magllagble (collectively, the
“Deferred Compensation Plans”) and all life insuraivenefit plans sponsored by McDonald’s Corponaiio each case to the
extent permitted by the terms of such plans a$faciefrom time to time. No requirement that then@fmany make payments under
this Plan to an Executive shall be considered teoldy the Company’s crediting all or any portibareof to the Executive’s
account under any Deferred Compensation Plan iclwifie Executive is eligible to participate, to theéent that the Executive h
elected to defer such payment under the termsabf Beferred Compensation Pl

Article 2 Plan Administration

2.01 The Committee. The Compensation Committee of the Board of Directdrithe Company (the “Boardas such committee is constitu
from time to time (the “Committee”), shall have oakresponsibility for the establishment, amendmadministration and operation of
this Plan. The Committee shall have the respoiitsgisiland duties and powers under this Plan whiemat specifically delegated to
anyone else, including without limitation the fallmg powers

0]

(i)
(i)
(iv)
(v)
(vi)

subject to any limitations under this Plan pplcable law, to make and enforce such rules agdilations of this Plan and
prescribe the use of such forms as it shall dearagsary for the efficient administration of thia®|

to require any person to furnish such inforioatas it may reasonably request as a conditiosadeiving any benefit under this
Plan;

to decide on questions concerning this P

to amend Appendix A hereto to add additional Exeest to delete Executives whose employment hasinated without the rigl
to receive any additional benefits under this Rlawhose rights hereunder have been satisfiedlinafud to reflect any changes
that are agreed with the affected Executi

to compute or cause to be computed the amdurgrefits which shall be payable to any persoacecordance with the provisions
of this Plan; ant

to appoint and remove, as it deems advisable, e A&dministrator

2.02 The Plan Administrator. The Committee may appoint a Plan Administrator wiay (but need not) be a member of the Committest, an
in the absence of such appointment, the Commitiakk se the Plan Administrator. The Plan Adminigirashall perform the
administrative responsibilities delegated to thenPAdministrator from time to time by the Committ

2.03 Discretionary Power of the Committee. The Committee from time to time may establish rddeghe administration of this Plan. The
Committee shall have the sole discretion to mak#sims and take any action with respect to questasising in connection with this
Plan, including without limitation the constructiand interpretation of this Plan and the deternonadf eligibility for and the amount
of benefits under this Plan. The decisions or astiof the Committee as to any questions arisirgpimection with this Plan, including
without limitation the construction and interpréatof this Plan, shall be final and binding updirExecutives and their respective
beneficiaries
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2.04 Action of the Committee. The Committee may act at a meeting, including withimnitation a telephonic meeting, by the consefra
majority of the members of the Committee at theetimoffice, or without a meeting, by the unanimaugten consent of the individual
members of the Committee. An executed documenedidpy an individual member of the Committee andsmaitted by facsimile shall
be valid as the original signed document for alposes. Any person dealing with the Committee dtakntitled to rely upon a
certificate of any member of the Committee, or 8aeretary or any Assistant Secretary of the Companto any act or determinatior
the Committee

2.05 Advisors and Agents of the Committee. The Committee may, subject to periodic review a@horize one or more of its members or an
agent to execute or deliver any instrument, andengedy payment on its behalf, and (b) utilize thwises of associates and engage
accountants, agents, legal counsel, record kegmefgssional consultants (any of whom may alsedsging the Company) or
authorized Company personnel to assist in the adtration of this Plan or to render advice withaedjto any responsibility or issue
arising under this Plal

2.06 Records and Reports of the Committee. The Committee shall maintain records and accowhdsing to the administration of this Plan.
An Executive shall be entitled to review any recorelating to his or her individual participationthis Plan and to make copies of such
records upon written request to the Commit

2.07 Liability of the Committee; Indemnification. The members of the Committee and the Plan Admatistishall have no liability with
respect to any action or omission made by thenoaddaith nor from any action or omission madeelance upon (a) the advice or
opinion of any accountant, legal counsel, medidaiser or other professional consultant or (b) esgolutions of the Committee or the
Board certified by the Secretary or Assistant Sacyeof the Company. Each member of the Committekthe Plan Administrator shall
be indemnified, defended and held harmless by tiragany and its respective successors againsiaathg| liabilities, fines and
penalties and all expenses (including without latiitn reasonable attorneys’ fees and disbursenaat®ther professional costs
incurred in enforcing this provision) reasonablgurred by or imposed upon such individual whicls@@ds a result of his or her actions
or failure to act in connection with the operatard administration of this Plan, to the extent lalyfallowable and to the extent that
such claim, liability, fine, penalty or expensenat paid for by liability insurance purchased bypaid for by the Company or an affiliate
thereof. Notwithstanding the foregoing, the Compahall not indemnify any person for any such amauetirred through any
settlement or compromise of any action unless th@@&any consents in writing to such settlement onmomise, which consent shall
not be unreasonably withhe

2.08 Plan Expenses. All expenses under or relating to this Plan shelphid from the general assets of the Companyhd& exttent required
by applicable law, the Company may require any namobthe Committee to furnish a fidelity bond stctory to the Compan

2.09 Servicein More than One Capacity. Any person or group of persons may serve this Plamore than one capacil
2.10 Named Fiduciary. The named fiduciary of this Plan shall be the Cotteai

2.11 Delegation of Responsibility. The Committee shall have the authority to delefrata time to time, in writing, all or any part dsi
responsibilities under this Plan to one or more foens of the Committee. The Committee may also dééegdministrative functions to
the Plan Administrator pursuant to Section 2.02vab@he Committee may in the same manner revisevoke any such delegation of
responsibility. Any action of the delegate in thkeise of such delegated responsibilities shalelihe same force and effect for all
purposes hereunder as if such action had been bgkdie Committee. The Committee shall not be é&dbt any acts or omissions of «
such delegate. The delegate shall periodicallyntdpdhe Committee concerning the discharge ofdéegated responsibilitie

2.12 Filinga Claim.

(@) Each individual eligible for benefits understitilan (“Claimant”) may submit a claim for benefit€laim”) to the Plan
Administrator in writing on a form provided or apped by the Plan Administrator or, if no such fdmas been so provided or
approved, in a written document that specifieseasonable detail, facts and circumstances anaplécable Plan provisions
which the Claimant believes entitle him or her émnpensation or benefits under this Plan. A Clainstuall have no right to seek
review of a denial of benefits, or to bring anyiactin any court to enforce a Claim, prior to hisher filing a Claim and
exhausting his or her rights to review under thiscle 2.

(b) When a Claim has been filed properly, it shallevaluated and the Claimant shall be notifiethefapproval or the denial of the
Claim within 45 days after the receipt of such @lainless special circumstances require an exten$ittme for processing the
Claim. If such an extension is required, writteticwof the extension shall be furnished to ther@ent prior to the end of the
initial 45-day period, which notice shall specifetspecial circumstances requiring an extensiorttadate by which a final
decision will be reached (which date shall notdterlthan 90 days after the date on which the Cleas filed). A Claimant shall
be given a written notice in which the Claimantlsha advised as to whether the Claim is grantedemied, in whols
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or in part. If a Claim is denied, in whole or inrpahe notice shall contain (i) the specific reasfor the denial, (ii) references to
pertinent Plan provisions upon which the denid#lased, (iii) a description of any additional matkar information necessary to
perfect the Claim and an explanation of why sucken or information is necessary, and (iv) thai@lant’s right to seek review
of the denial.

(c) An election to become a Transition Officer uamst to Section 4.01 shall not be considered anCéaid shall not be subject to this
Section 2.12

2.13 Review of Claim Denial. (a) If a Claim is denied, in whole or in part, 8Rimant shall have the right to (i) request aeevdf the denit
by the Committee or its delegate, (ii) review peatit documents, (iii) submit issues and commenigiting to the Committee and (iv)
appear before the Committee in person to presefitissues and comments; provided that the Claifilaata written request for review
with the Committee within 60 days after the Clait'&neceipt of written notice of the denial. With0 days after the Committee
receives a request for review, the review shathlagle and the Claimant shall be advised in writifithe decision on review, unless
special circumstances require an extension of fansuch review, in which case the Claimant shalbiven a written notice within su
initial 60-day period specifying the reasons fa gxtension and when such review shall be complptedided that such review shall
be completed within 120 days after the filing of tiequest for review. The Committee’s decisionanaw shall be sent to the Claimant
in writing and shall include (i) specific reasows the decision and (ii) references to Plan provisiupon which the decision is based. A
decision on review shall be binding on all perstmmsall purposes

If a Claimant shall fail to file a request for rewi in accordance with the procedures herein out/isach Claimant shall have no right to
obtain such a review or to bring an action in aoyrt; and the denial of the Claim shall becomelfamal binding on all persons for all
purposes except upon a showing of good cause &br failure.

Article 3 Retention Period

During an Executive’s Retention Period (as defiimethe next sentence), the Executive shall remaipleyed by the Company as an officer,
on an at-will basis. Each Executive’s “Retentiomi®&#’ shall mean the period commencing on the Ekieels Plan Start Date and ending on
the later of the Executive’s End Date (as specifisddppendix A) or the day before the Executivetsa@ge-in-Status Date (as determined
pursuant to Section 4.01 below).

Avrticle 4 Transition Period
4.01Election to Become a Transition Officer .

(&) Transition Officer.Subject to the conditions set forth below, eachddtige may elect to become a “Transition Officentided to
the benefits provided to Transition Officers hemem(the “Transition Benefits”), effective on a é#hereinafter referred to as the

Executive s“ Chang-in-Status Dat") not earlier than the day after the Execl's End Date

(b) Conditions.The conditions that must be satisfied in orderai@Executive’s election to become a Transition@ffito be effective
are as follows: (i) the Executive must remain emptbby the Company through the end of his or heefR®n Period; (ii) the
Executive must properly execute a Transition Pefigteement not later than the Change-in-Status;igi)ehe Executive must
not revoke such Transition Period Agreement; (ivMhie case of a Tier Il Executive or a Tier Ill Ex&ve whose Change-in-Status
Date occurs before his or her 62nd birthday, aessmr to the Executive must have been selecteaeb@dmpany and approved
the Chief Executive Officer of the Company (the ‘@Ein the CEO’s sole discretion; and (v) in theseaf an Executive whose
Change-in-Status Date occurs before his or her 6ftitday, the Committee or the CEO, as applicablest consent to the
Executive s becoming a Transition Officer, in accordance \&@#ttion 4.01(c) belov

(c) Election.An Executive shall make an election to become aditimn Officer by delivering to the Committee (lme case of an
election by the CEO) or to the CEO (in the casarpélection by any other Executive) a written retitdicating the proposed
Change-in-Status Date, on such form as the Comnemitigy from time to time prescribe. If the propo§dnge-in-Status Date
occurs before the Executive’s 62nd birthday, thex®ittee or the CEO, as applicable, shall notify EBxecutive whether such
election is accepted. If the proposed Change-ituStaate occurs on or after the Executive’'s 62mhtday, such election shall
automatically be deemed accepted. If such ele@iaccepted or deemed accepted, the Committee @HO, as applicable, shall
also (1) notify the Executive whether the actuah@e-in-Status Date will be the date proposed byEtkecutive or a later or
earlier date reasonably selected by the CommittéleeoCEOQ, as applicable (but in no event eartiantthe Executive’ End Date)
and (2) enclose with such notice the TransitiondélefAgreement for execution by the Execulti
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(d)

Transition PeriodIf an Executive properly executes and returns tfam3ition Period Agreement, does not revoke theditian
Period Agreement and satisfies the other condits@$orth above, his or her election to becomeamdition Officer shall become
effective upon the applicable Change-in-Status Datd the Executive shall thereafter serve as asitran Officer during a
number of months (the “Transition Period”) equaltte lesser of (i) the number of the Executive'adeof Service (as defined
below), or (ii) 18 months, subject to the provisaf this Plan. An Executive’s “Years of Servic&ali equal the number of 12-
month intervals during the period beginning onéhdier of the Executive’s historical service dateompany service date and
ending on the Change-in-Status Date, rounded dowimetnearest complete 12-month interval (e.geréod of 128 months and 3
days shall equal 1*Years of Servic”).

4.02 Transition Benefits.

(@)

(b)

(©

Base SalaryDuring an Executive’s Transition Period, the Compsalnall pay the Executive a base salary at the aizad rate in
effect on the day immediately preceding the Chang8tatus Date, but in no event lower than the édglbase salary in effect at
any time between the Executive’s Plan Start Date@mange-in-Status Date, provided that the baseysphyable under this
Section 4.02(a) shall be reduced in accordanceamthacross-the-board reductions approved by tmenditiee prior to the
Change-in-Status Date, which reductions affect Camgpofficers generally. (The annualized amountughsbase salary as in
effect from time to time is referred to as the “AiahBase Salary.”) In no event shall an Executigesligible for merit increases in
base salary during his or her Transition Per

Annual Bonuslin respect of each calendar year which ends dumirgn the last day of an Executive’s Transitioni®rthe
Company shall pay to the Executive an Annual Bqasgefined below) in a lump sum on April 1st &f tbllowing year (or such
other date on which bonuses for such year aretpadrticipants in the ComparsyTarget Incentive Program or any successor
(“TIP™) generally). If the Transition Period ends a date other than the last day of a calendat slemcCompany shall pay to the
Executive (in lieu of an Annual Bonus) a ProratethAal Bonus (as defined below) in a lump sum ifnaaishin 60 days after the
end of the Transition Period. The Executive shalllve entitled to elect to defer any portion of Bverated Annual Bonus under
any Deferred Compensation Pl

For purposes of this Plan,

0] “Annual Bonus” shall mean an annual bonus edoidhe product of the Annual Base Salary and thieTarget Percentage
(as defined below’

(i) “Full Target Percentage” shall mean the tangetcentage which the Executive was eligible t@irecunder TIP on the day
immediately preceding the Change-in-Status Datbawit any adjustment, but in no event lower tharBkecutive’'s
highest target percentage in effect at any timesben the Executive’s Plan Start Date and Chand#tatus Date, provided
that the target percentage shall be reduced irrdanoe with any across-the-board reductions apprbyehe Committee
prior to the Chanc-in-Status Date which reductions affect Company officgnerally; an

(iii)  “Prorated Annual Bonus” shall mean a bonugimamount equal to the Annual Bonus multipliecaliyaction, the
numerator of which is the number of days which hale@sed during the calendar year in question tirdhe last day of
the Transition Period, and the denominator of wiscB65.

Three-Year Incentive Plan Award3uring an Executive’s Transition Period, any outsiag awards that the Executive has been
granted under the Company’s Three-Year Incentia@ Bl any successor plan (“LTIP”) shall continueést and become payable
in accordance with the Company’s policies as iectffrom time to time; provided, that such LTIP as&a(“LTIP Awards”)
granted before December 2, 2003 shall be compuytedfbrence to 100% of the target percentage tleeliive would have
received pursuant to the terms of the original LgtBnt without any adjustment; and provided, furtiigat in the case of a Tier IlI
Executive, such an LTIP Award granted before Deaanh 2003 shall not be paid unless the minimurpa@te performance
thresholds for the applicable performance peri@dnagt. Notwithstanding the foregoing, in the casaoL TIP Award granted
under the Company’s Cash Performance Unit Progoaam tExecutive whose Change in Status Date oc&fiosebthe end of the
performance period for such LTIP Award, the amafrguch LTIP Award that actually vests and becopagble shall be the
amount computed in accordance with the foregoingtiptied by a fraction, the numerator of whichtlie number of days in the
performance period for such LTIP Award that precédeChange in Status Date, and the denominatohizh is the total number
of days in the performance period for such LTIP Adv.
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(d) Benefit Programs and PolicieDuring an Executive’s Transition Period, he or shall participate in Employee Plans and
Compensation Plans as provided in Section 1.0y, except that: (i) the Executive shall not ligilde to participate in TIP
except to the extent and on the terms providedliorve in this Section 4.02; (ii) no new stock optiwants shall be made to the
Executive; (iii) no new awards shall be granteth® Executive under LTIP; (iv) no other new awastall be granted to the
Executive under any Compensation Plans; (v) the ke shall not be entitled to participate in atlger Compensation Plans;
and (vi) the effect of the Executive’s entering Trransition Period for any incentive awards that Bxecutive holds immediately
before his or her Change in Status Date that arspexifically provided for above shall be as pded in the applicable plans
and/or agreement

(e) Special Benefits for Tier | Executiv&¥ithout limiting the generality of the foregoingjrihg his or her Transition Period, each
Tier | Executive shall be provided by the Comparithvan office and secretarial servic

4.03 Duties During Transition Period. During an Executive’s Transition Period, the Exaeushall serve as an officer of the Company in a
position that is less senior than his or her posituring the Retention Period (and in any casenaxecutive officer position), and
shall devote substantially all of his or her norimasiness time and efforts to the business of thragany, its subsidiaries and its
affiliates, the amount of such time to be suffitisnpermit him or her to diligently and faithfulserve and endeavor to further its
interests to the best of his or her ability. Subfedhe foregoing, and to the requirements offkecutive’s Agreement(s) then in effect,
the Executive may participate in various civic gmdanthropic activities, may serve on boards oéctiors and committees of not-for-
profit organizations of the Executive’s choice, atodthe extent consistent with the policies of @@mpany, may serve as a non-
employee director of one or more corporations (smtbe Committee concludes that such service wmeiidappropriate or not in the
best interests of the Compan

Article 5 Continued Employment Period

5.01 Employee Status. For the five-year period beginning immediately daling the end of the Transition Period (the “Counéd
Employment Period”), the Executive shall serve ata#f employee of the Company, with the pay anmtkfits provided for in this
Article 5, provided that the Executive: (a) remaimsemployee of the Company through the end obhieer Transition Period; (b)
properly executes a Continued Employment Perioce@gnent not later than the last day of the Transieriod; (c) does not revoke
such Continued Employment Period Agreement; andddjplies with all Agreements that he or she isitegl under this Plan to
execute

5.02 Continued Employment Benefits.

(&) Base SalaryDuring an Executive’s Continued Employment Peribe, Company shall pay the Executive a base satagy (
“Continued Employment Period Salary”) at an anmagg equal to a percentage of his or her AnnuaéBadary as in effect at the
end of the Transition Period, which percentageidarth opposite his or her name on Appendix Aek@rin no event shall an
Executive be eligible for merit increases in baaary during his or her Continued Employment Per

(b) Three-Year Incentive Plan Award3uring an Executive’s Continued Employment Perently outstanding awards under LTIP
shall be treated as provided in Section 4.02(cyek

(c) Benefit Programs and PolicieDuring an Executives Continued Employment Period, he or she shaligiaate in Employee Pla
and Compensation Plans as provided in Sectiond)@®pve, except that: (i) the Executive shalllm®eligible to participate in
TIP; (ii) no new stock option grants shall be mamléhe Executive; (iii) no new awards shall be gedrto the Executive under
LTIP; (iv) no other new awards shall be granteth®Executive under any Compensation Plans; (VEttezutive shall not be
entitled to participate in any other Compensatitam®, and (vi) the effect of the Executive’s entgrthe Continued Employment
Period for any incentive awards that the Executiolels immediately before the beginning of his ar @entinued Employment
Period that are not specifically provided for abshall be as provided in the applicable plans aratjoeements

(d) Special Benefits for Tier | Executiv&¥ithout limiting the generality of the foregoingyrihg the portion of his or her Continued
Employment Period ending on the second anniveisais or her Change-in-Status Date, each Tierddative shall be provided
by the Company with an office and secretarial sew.

5.03 Time Devoted to Duties During Continued Employment Period. During an Executive’s Continued Employment Peribe, Executive
shall devote such time to the business of the Cosnpa may be reasonably requested by the Compamytime to time, which reque:
shall be appropriate taking into account the corapton the Executive is receiving hereunder andettexutive’s outside activities,
services and arrangements permitted by the nektrsesy provided, that in any event the Executivg brarequired by the Company to
devote sufficient time to qualify f¢“par-time benefit-eligible” status (which is 20 hours per week, as of Decerap2003). During th
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Continued Employment Period, the Executive mayigiggte in various civic and philanthropic actiei may serve on boards of
directors and committees of not-for-profit orgati@as of the Executive’s choice, may serve as a begraf one or more corporate
boards of directors and may engage in a full-timpleyment arrangement with another organizatiothefExecutives choice, provide
that such activities do not violate the Executivadigations under the Executive’s Agreement(shtimeeffect.

5.04 No Offset. In the event that an Executive shall engage ineangloyment arrangement permitted by Section 5.@¥@kincluding
without limitation selfemployment) during the Continued Employment Penmdamount paid to or earned by such Executivesftan
shall reduce any payments or other benefits dule Executive pursuant to this Pl

Article 6 Termination of Employment

6.01 Death or Disability. An Executive’'s employment shall terminate autoralycupon his or her death during any Employmentdee In
the event that (a) the Committee determines in daitld that an Executive is suffering from a “Diflal” (together with its various
cognates, as defined below) and (b) the appropiie¢ésionmaker under any applicable Company plar@gram providing long-term
disability benefits to the Executive (a “Disabil®fan”) similarly determines that the Executiveligible for such benefits by virtue of
the Executive’s disability (as defined for purposésuch plan or program), the Company may deliwghe Executive written notice (a
“Disability Termination Notice”) in accordance wiBection 6.05 above of the Company'’s intentioretminate the Executive’s
employment. In such event, the Executive’s emplaymsball terminate effective on the later of (@ 80th day after receipt of such
Disability Termination Notice by the Executive a) (he first date on which the Executive becomagtsé for long-term disability
benefits under the principal Disability Plan apabte to the Executive (the “Disability Effective 88, provided, however, that (1) in
the interim the Executive shall not have returretutl-time performance of the Executive’s dutiegléor (2) the Executive shall not
have delivered to the Committee within 30 dayseakipt of a Disability Termination Notice a writtebjection thereto (an “Objection”
In the event of a timely Objection, any terminatafrthe Executive shall be suspended and the Eixecsitall be promptly examined by
two physicians or other professionals skilled ia talevant field, one selected by the Executive@ralby the Committee. Each of the
two professionals shall issue a written opiniorhimitl5 days following the completion of his or leamination as to whether the
Executive is Disabled in accordance with the d&éniprovided in this Plan. If the two professiaabree, each of the Executive and
the Company shall be bound by their joint conclaslbthe two professionals disagree, they shatitip agree on a third professional to
conduct a similar examination. Each of the Exeeutind the Company shall be bound by the conclusfisach third professional. The
Executive agrees to each such examination anditevaay confidentiality rights necessary to alloacke of the professionals
conducting such examinations to do so. The Comphail pay all fees and costs of all such examinatitn the event of a disagreem
as to the determination of the Executive’s disgbftir purposes of a Disability Plan, such disagrest shall be resolved as provided for
in such Disability Plan. For purposes of this Plue, term “Disability” shall mean the material inlél of the Executive, due to injury,
illness, disease or bodily, mental or emotionaiinity, to carry out the job responsibilities whishch Executive held or the tasks to
which such Executive was assigned at the timeefrtburrence of such Disability, which inabilityrisasonably expected to be
permanent or of indefinite duration exceeding oear)

6.02 Cause. The Company may terminate an Executive’s employraeahy time for Cause. For purposes of this Pl@ause” means: (i) the
willful failure of an Executive to perform substaity all of the Executive’s material duties withet Company (other than any failure
resulting from incapacity resulting from physicalrental illness), after written demand for substperformance is delivered to the
Executive by the Committee or the CEO; or (ii) difwi violation of the Company’s material rules apdlicies (including without
limitation the Standards of Business Conduct) asffiect from time to time; or (iii) the Executivetc®@mmission of any act or acts
involving dishonesty, breach of fiduciary obligatito the Company, fraud, illegality, malfeasancenoral turpitude; or (iv) the
Executive commits a criminal or civil violation other improper act involving fraud or dishonesty(\9 the Executive is found liable
for or guilty in a civil matter of engaging in digminatory conduct in violation of any labor or elmpment laws or in violating or
contributing to a violation of an employee’s cisghts; or (vi) the Executive materially breachles terms of the Plan by revoking any
Agreement that the Executive is required to exeaurtdy failing properly to execute, or violatingyaone or more of the provisions of,
any Agreement that the Executive is required taetees or (vii) the Executive refuses to carry detacly assigned material duties or is
otherwise insubordinate. Any act or failure to actthe part of an Executive, that is describedanse (i), (i), (vi) or (vii) of the
preceding sentence of which the Committee receicasal notice shall not be considered “Caugdéss the Committee, the Board or
executive officer of the Company notifies the Exeauthat such act or failure to act is or may basidered “Cause” within one year
after the Committee first receives such actualogo
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For purposes of this provision, no act or failuwatt, on the part of an Executive, shall be carsd “willful,” unless it is done, or
omitted to be done, by the Executive in bad faitivithout reasonable belief that the Executivesaacor omission was in the best
interests of the Company. Any act, or failure tg an the part of an Executive, based upon authgniten pursuant to a resolution duly
adopted by the Board or upon the instructions efGEO or an officer of the Company senior in rankhe Executive to whom the
Executive reports or based upon the advice of aldfosthe Company shall be conclusively presuneelet done, or omitted to be do
by the Executive in good faith and in the bestregés of the Company. The cessation of employmfesu &xecutive shall not be
deemed to be for Cause unless and until there Istredl been delivered to the Executive a copy efalution duly adopted by the
affirmative vote of a majority of the Board at aeting of the Board called and held upon appropmatéce (after reasonable notice is
provided to the Executive and the Executive is giag opportunity, together with counsel, to be tdmafore the Board), finding that, in
the good faith opinion of the Board, the Executia/guilty of the conduct described in this para¢weand specifying the particulars
thereof in detail.

6.03 Good Reason. During a Tier | Executive’s Retention Period andfisition Period, the Tier | Executive may terminfiteor her
employment at any time for Good Reason. For puipo$éhis Plan“Good Reasc” shall mean

(&) the assignment to the Executive of any dutiesrisistent in any respect with the Executive’stimos(including without limitation
status, offices, titles and reporting requiremeraajhority, duties or responsibilities as of the&utive’s Plan Start Date, or any
other action by the Company which results in a dirtion in such position, authority, duties or rasgbilities, excluding for this
purpose (1) an isolated, insubstantial and inadwégction, and (2) any material change in statuses and responsibilities that is
expressly contemplated by this Plan

(b) the relocation of the Executi’'s principal place of employment to a location algghe greater Chicago metropolitan a

Notwithstanding the foregoing: (A) a Tier | Exematis termination of his or her employment shall hetconsidered to be for Good
Reason if he or she has consented in writing tatltairrence of the event that constitutes Good d&teasd (B) a Tier | Executive’s
termination of his or her employment shall not basidered to be for Good Reason unless the Execsitigll have delivered a written
notice to the Committee within 30 days of his or first having actual knowledge of the occurrentéhe event that constitutes Good
Reason, stating that he or she intends to termhiater her employment for Good Reason and spegjfihe factual basis for such
termination, and such event is not cured withird89s of the Committee’s receipt of such notice.

6.04 Termination of Employment By the Company For Any Other Reason. During an Executive’s Retention Period, the Compaay also
terminate the Executive’employment for any reason other than Cause tyewmotice to the Executive in accordance withti8ad.0E&
below of its intention to terminate the Executivelaployment. During an Executive’s Transition Péramd Continued Employment
Period, the Company may not terminate the Exec's employment other than for Cause or Disabi

6.05 Notice of Termination. Any termination of an Executive’'s employment by @empany or the Executive pursuant to this Art&kehall
be communicated by Notice of Termination to thesogbarty hereto given in accordance with this $ac8i.05. For purposes of this
Plan, a “Notice of Termination” means a writtenioetwhich (i) indicates the specific terminatiomypision in this Plan relied upon, (ii)
to the extent applicable, sets forth in reasondbtail the facts and circumstances claimed to peoai basis for termination of the
Executive’s employment under the provision so iathd, and (iii) if the Date of Termination (as defil in Section 6.06 below) is other
than the date of receipt of such notice, specifiegtermination date (which date shall be not ntiba@ 30 days after the giving of such
notice). The failure by the Executive or the Comptnset forth in the Notice of Termination anytfac circumstance which contribut
to a showing of Good Reason or Cause shall notenaity right of the Executive or the Company, regpely, hereunder or preclude
the Executive or the Company, respectively, froseding such fact or circumstance in enforcingERecutive’s or the Company’s
rights hereunde

6.06 Date of Termination. “Date of Termination” means (i) if an Executive'lsiployment is terminated other than as a resulef t
Executives death or Disability, the date of receipt of thatibe of Termination or any later date specifiegr#in, as the case may be,
if the Executive’s employment is terminated assalteof the Executive’s death, the date of death, @i) if the Executive’s
employment is terminated as a result of the Exee’s Disability, the Disability Effective Dat
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Article 7 Obligations of the Company upon Terminatbn

7.01 By an Executive for Good Reason; By the Company Other Than for Cause. This Section 7.01 sets forth the consequenceseof th
following terminations of employment: (i) a termtitan of the employment of a Tier I, Tier Il or Ti#f Executive by the Company
during his or her Retention Period other than fausz; and (ii) a termination by a Tier | Executfénis or her employment for Good
Reason during his or her Retention Period or TtemmsPeriod. In each such case, provided that sextive properly executes a
Termination Agreement, does not revoke such TertioingAgreement, and complies with all Agreements tie or she is required un
this Plan to executt

(@) the Company shall pay the following amounts (caiety, the*“ Termination Paymen”) to the Executive in a lump sum in ca
0] the Accrued Obligations (as defined belo
(i) the Earned Bonus (as defined below), if
(iii)  the Severance Benefit (as defined below),
(iv) the Welfare Benefit (as defined below); ¢

(b) the following categories of stock options shalt as of the Executive’s Date of Termination eerdain exercisable until the first
to occur of (x) the fifth anniversary (if the Exdioe is a Tier | Executive or a Tier Il Executiva) the third anniversary (if the
Executive is a Tier Il Executive) of the Date adrimination or (y) the latest date on which suchamyst would have expired, had
the Executive’s employment not terminated: (i)agdtions that are vested as of the Executive’s D&fermination; and (ii) all
options that would have vested within five yeafsh@@ Executive is a Tier | Executive or a TieEbtecutive) or within three years
(if the Executive is a Tier Il Executive) followgnthe Executives Date of Termination, if the Executive had remdireployed b
the Company

The Termination Payments shall be paid not laten the latest of (1) the 60th day following the ®af Termination, (2) the first day
which the Executive has properly executed the Teation Agreement and the Termination Agreementkased to be revocable (and
has not been revoked), and (3) in the case of anydel Bonus for a year that ends during the Exeg'stRetention Period, the date on
which bonuses under TIP for such year are paidRoparticipants generally.

For purposes of this Plan:

(A)  “Accrued Obligations” shall mean the sum of @y unpaid base salary accrued through the Daferofiination and (2)
any accrued vacation pay, in each case to the tex¢¢mreviously paid

(B) “Discount Rateshall mean the interest rate equal to the Prime Rateported in The Wall Street Journal, Midwehtién,
as in effect on the Date of Terminatic

(C) “Earned Bonus” means any annual bonus undeiiBspect of any calendar year ended before #tie Bf Termination to
which the Executive would have been entitled urider(if the Date of Termination is during the Reten Period) and
under this Plan (if the Date of Termination is dgrthe Transition Period), if his or her employmieatl not terminatec

(D) “Severance Benefit” means a lump sum paymen&kip the aggregate amounts of Annual Base Safamyyal Bonuses
(excluding Earned Bonuses) and/or Continued EmpérReriod Salary that would have been payablegdkecutive if
his or her employment had continued through theaéride Continued Employment Period, discountedhftbe scheduled
payment dates to the Date of Termination by refegdn the Discount Rat

(E) “Target Percentage” shall mean the target peage of the annual bonus that the Executive wgibkd to receive under
TIP on the day immediately preceding the Chang8tatus Date without any adjustment, but in no ele@mér than the
Executive’s highest target percentage in effeetngttime between the Executive’s Plan Start DateGmange-in-Status
Date, provided that the target percentage shaktheced to reflect any across-the-board reductimmptemented by the
Committee prior to the Char-in-Status Date, which reductions affect Company offigeenerally; an

(F)  “Welfare Benefit” shall mean a lump sum paymieriteu of continued participation in those Beh&fians that provide
health, medical, dental and life insurance benafiteamount equal to the estimated cost that thep@oynwould have
incurred to provide benefits under such plans ¢oBkecutive through the end of the Continued Empleyt Period (as
reasonably determined by the Committee in its dideretion on the Date of Terminatio

In determining the Severance Benefit and the WelBeanefit, the following rules shall apply. If ardeutive’s employment has
terminated during his or her Retention Period, @amlounts shall be determined as if Date of Terrondiad been his or her Change-in-
Status Date, and he or she had remained employeadydhe Transition
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Period and a full five-year Continued Employmentiétethereafter. If an Executive’'s employment hexsninated during his or her
Transition Period, such amounts shall be determaseifihe or she shall had remained employed duhegemainder of the Transition
Period and for a full five-year Continued EmploymBeriod thereafter.

7.02 Death; Disability. If, during any of an Executive’s Employment Periotiie Executive dies or the Executive’s employngm¢rminated
by reason of Disability, the Company shall havdurther obligations to the Executive or the Exeeels legal representatives pursuant
to this Plan, other than fc

(@) payment of the Accrued Obligations and any EdfBonus for a year that ends after the Retentiioé®in a lump sum in cash
within 60 days of the Date of Termination, and &ayned Bonus for a year that ends during the ReteReriod at the same time
as bonuses under TIP for that year are paid tgp@tEcipants generally; ar

(b) payment or provision of death benefits or dilgtbenefits, as applicable, equal to the besgfitovided by the Company to the
estates and beneficiaries of other employees oftdmepany at the level in which the Executive wasisg at the time of his or h
death or termination for Disability, as applical

7.03 By the Company for Cause. If an Executive’s employment is terminated durimg af his or her Employment Periods by the Company
for Cause, the Company shall have no further otitiga to the Executive pursuant to this Plan othan to pay the Executive the
Accrued Obligations in a lump sum in cash withindgys after the Date of Terminatic

7.04 By aTier | Executive Without Good Reason or a Tier || or Tier |11 Executive for any Reason. If (a) a Tier | Executive terminates his
her employment during his or her Retention Period@ransition Period without Good Reason, or dufiiggor her Continued
Employment Period for any reason, or (b) a TierlITier Il Executive terminates his or her emplamhduring any of his or her
Employment Periods for any reason or no reasonCtmpany shall have no obligation to the Execupiwesuant to this Plan other than
to pay the Executive the Accrued Obligations angBarned Bonus for a year that ends after the ReteReriod in a lump sum in cash
within 60 days of the Date of Termination, and &ayned Bonus for a year that ends during the ReteReriod at the same time as
bonuses for that year under TIP are paid to TIEgieants generally

7.05 Change of Control Employment Agreement. Notwithstanding any other provision of this Plamnio event shall an Executive be entitled
to receive Termination Benefits under this Planannection with a termination of employment for eththe Executive is eligible to
elect, and does elect, to receive severance bgneiiter a change of control employment agreemehtthié Company

Article 8 Legal Fees and Other Expenses

8.01 Entitlement to Reimbursement. If an Executive incurs legal and other fees or othgenses in a good faith effort to obtain pay or
benefits under this Plan, regardless of whetheEtterutive ultimately prevails, the Company shaiinburse the Executive on a
monthly basis upon the written request for sucls faed expenses to the extent not reimbursed uhedéampany’s officers and
directors liability insurance policy, if any. Theigtence of any controlling case or regulatory iahich is directly inconsistent with the
position taken by the Executive shall be evideheg the Executive did not act in good fa

8.02 Method of Reimbursement. Reimbursement of legal fees and expenses undehitiite 8 shall be made monthly upon the written
submission of a request for reimbursement, togetfitbrevidence that such fees and expenses arardlipayable or were paid by the
Executive. If the Company shall have reimbursedikecutive for legal fees and expenses and ités ttetermined that the Executive
was not acting in good faith, all amounts paid ehddf of, or reimbursed to, the Executive shalpbemptly refunded to the Compar

Article 9 Amendment and Termination of this Plan

This Plan shall be effective on the Effective Datel shall remain in effect until the later of (igtOber 24, 2007, or (ii) a date that is two years
after the date on which the Company gives writtetice to all Executives of its intention to termi@ahis Plan. The Company has the right to
amend this Plan in whole or in part at any timeyvpded that no amendment of this Plan shall becéffe as to any Executive who is or may
reasonably be expected to be materially adverdtdgtad thereby (an “Affected Executiveliptil the later of (i) October 1, 2004, or (ii) atd
that is two years after the date on which the Caomaves written notice to all Affected Executivafsits intention to adopt such amendment,
unless such Executive consents in writing. Notwéthding the foregoing, no Plan termination or anmeat shall become effective during
Transition Period or Continued Employment Periotbaany Affected Executive unless such Executiveseats in writing. Any purported

Plan termination or amendment in violation of tArsicle 9 shall be void and of no effect.
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Article 10 Miscellaneous Provisions
10.01 Successors. This Plan shall be binding upon the Company ansgitsessors and assig

10.02 Executive Information. Each Executive shall notify the Committee of hidver mailing address and each change of mailingeaddo
the extent that he or she has not previously indatthe Company thereof. In addition, each Execughadl furnish the Committee wi
any other information and data that the Commitézsonably considers necessary for the proper astngition of this Plan and the
Executive’s Agreements. The information providedliiny Executive under this Section 10.02 shall nelibig upon the Executive, his
or her dependents and any beneficiaries for app@aes of this Plan and the Agreements. The Conenstiall be entitled to rely on a
representations regarding personal facts madelxgeautive, his or her dependents or beneficiatiekess it has knowledge that such
representations are fals

10.03 Paymentsto Beneficiary. If an Executive dies before receiving amounts tictvine or she is entitled under this Plan or anye&gent
such amounts shall be paid to the Beneficiary &imed below) or if none, to the Executive’s estéfta Beneficiary dies before
complete payment of any benefits attributable deeeased Executive, the remaining benefits shalbiethe Beneficiary’s estate. For
purposes of this Plan, a “Beneficiary” shall meag person, firm, corporation, partnership, ventrether entity of any kind,
including without limitation any entity which isxeexempt under Section 501(c)(3) of the Internal RereeCode, designated in writi
by an Executive in accordance with procedures bstadal by the Committe:

10.04 Notices. Any naotice, request, election, or other officiahumunication under this Plan or any Agreement dh&ih writing and shall b
delivered personally, by courier service, by reggist or certified mail, return receipt requestedirothe case of the Company, the C
or the HR Official (as defined in the Agreements))facsimile, and shall be effective upon actuakigt by the party to which such
notice shall be directed, and shall be addresséallaws: (i) if to the Company, or McDonald’s Can@tion, One McDonald’s Plaza,
Oak Brook IL 60523, Attention: Corporate Secretdagsimile: (630) 623497, (ii) if to the CEO or the HR Official, to duofficial at
One McDonald’s Plaza, Oak Brook, lllinois 60523;dmmile: (630) 623-7409, and (iii) if to an Exeadtj the last mailing address as
specified by the Executive in accordance with $&c1i0.02 above

10.05 Right to Amend Compensation Plans and Employee Plans. Nothing in this Plan or any Agreement shall be taresl to limit the
ability of the Company to amend or terminate anyhef Compensation Plans and Employee Plans, andumtiyterminations or
amendments shall be effective as to the Execult

10.06 Non-Alienation. No Executive shall have the right to assign, tranef anticipate an interest in any benefit unter Plan or any
Agreement

10.07 Severability. If any one or more articles, sections or otheripog of this Plan or of any Agreement are declémgdny court or
governmental authority to be unlawful or invalidch unlawfulness or invalidity shall not servernwadlidate any article, section or
other portion not so declared to be unlawful oriit Any article, section or other portion so deeld to be unlawful or invalid shall
construed so as to effectuate the terms of suthearsection or other portion to the fullest exttpassible while remaining lawful and
valid.

10.08 No Waiver. The Company’s or an Executive’s failure to insigbn strict compliance with any provision of thisRlor of any
Agreement shall not be deemed a waiver of suchigicovor any other provision of this Plan or of akgreement. The Company or an
Executive may waive any or all of the provisiongtoé Plan or of any Agreement only by signing autoent to that effect. A waiver
of any provision of this Plan or of any Agreememlsnot be deemed a waiver of any other provisiord any waiver of any default in
any such provision shall not be deemed a waivangflater default thereof or of any other provisi

10.09 Governing Law. This Plan is an “employee benefit plan” within theaning of Section 3(3) of the Employee Retirentiecbme
Security Act of 1974, as amended (“ERISA"). Itim¢éanded to constitute a “welfare planithin the meaning of Section 3(1) of ERIS
but to the extent it is held to be a “pension plaithin the meaning of Section 3(2) of ERISA, institutes an unfunded plan
maintained primarily for the purpose of providingfelred compensation for a select group of managearéhighly compensated
employees. To the extent not preempted by fedanalthis Plan and all Agreements shall be integateind construed in accordance
with the laws of the State of lllinois, without @l to any otherwise applicable conflicts of lawcboice of law principles

McDonalc's Corporation 75



10.10 Captions. The captions of the Sections and Articles of théRire not a part of the provisions hereof andl slaae no force or effec

10.11 No Mitigation or Offset. In no event shall any Executive or the Companyliigated to take any action by way of mitigationaoiy
damages caused by the breach by the Company dbatytive, as applicable, of its, his or her oliliggas under this Plan. No
Executive’s Termination Benefits shall be reducgdby compensation that the Executive earns afsesrhher Date of Termination
from employment or self-employment, provided thattsemployment or self-employment does not vidllageExecutive’s obligations
under his or her Agreemen

10.12 Company Subsidiaries and Successors. References in this Plan to employment by “the Campahall be deemed to include
employment by (1) any entity in which the Compaimgdtly or through intervening subsidiaries own%0of the total combined
voting power or value of all classes of stock,rothe case of an unincorporated entity, 100% isténethe capital and profits and (2)
any successor or assign of the Company pursu@gdtion 10.01, and any obligation of the Compamgineder shall be deemed
satisfied if and to the extent an entity descrilmedause (1) or (2) of this sentence performs saldigation.

Date: January 31, 20( McDonald’s Corporation

/S/Richard Floersch

By Richard Floerscl
Corporate Executive Vice Presid—
Human Resource
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Appendix A.

Tier
|
|
|

Name

Jack M. Greenber
James R. Cantaluf
James A. Skinne
Claire H. Babrowsk
Stanley R. Steil
Charles Bel
Michael J. Robert
Gloria Santon:
Jack Daly
Eduardo Sanche
Matthew H. Paul
Lynn Crumy-Caine
Russell P. Smyt

Percentage for salary

during continued

Plan start date End date employment period
April 29, 199¢ April 29, 200: 50%
April 29, 199¢ April 29, 200: 50%
October 1, 199 October 1, 20C 50%
October 1, 199 October 1, 20C 35%
October 1, 199 October 1, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
October 29, 20C October 29, 20C 35%
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Appendix B. Index of Defined Terms

Accrued Obligation:
Affected Executive

Agreemen

Annual Base Salar
Annual Bonus

Beneficiary
Board

Cause

CEO

Changr-in-Status Datt

Claim

Claimant

Committee

Company

Compensation Plar
Continued Employment Peric

Continued Employment Period Agreem

Continued Employment Period Sal:

Date of Terminatiol
Deferred Compensation Pla
Disability

Disability Effective Date
Disability Plan

Discount Rate

Earned Bonu
Effective Date
Employee Plan
Employment Period
End Date
Executives

Full Target Percentac
Good Reaso
HR Official

LTIP
LTIP Awards

Notice of Terminatior
Obijection

Plan
Plan Administrato
Prorated Annual Bont

Relevant Prior Benefit
Retention Perio

Severance Benel

Target Percentag
Termination Agreemer
Termination Benefit:
Termination Paymeni
Tier | Executive

Tier Il Executive

Tier Il Executive

TIP

Transition Benefit:
Transition Officer
Transition Periot
Transition Period Agreeme

Violation

Section 7.01(A
Article 9

Section 1.02(b
Section 4.02(a)(i
Section 4.02(b

Section 10.0:
Section 2.0

Section 6.0:
Section 4.01(b
Section 4.01(a
Section 2.13(a
Section 2.13(a
Section 2.0:
Introduction
Section 1.02(d
Section 5.0:
Section 1.02(c
Section 5.0:

Section 6.0¢
Section 1.02(e
Section 6.0:
Section 6.0:
Section 6.0:
Section 7.01(B

Section 7.01(C
Introduction
Section 1.02(d
Section 1.02(a
Appendix A
Section 1.02(a

Section 4.02(b)(ii
Section 6.0
Section 10.0¢

Section 4.02(c
Section 4.02(c

Section 6.0¢
Section 6.0:

Introduction
Section 2.0:
Section 4.02(b)(iii

Section 1.02(c
Article 3

Section 7.01(D

Section 7.01(E
Section 1.02(b
Section 1.02(b
Section 7.01(a
Appendix A

Appendix A

Appendix A

Section 4.02(b
Section 4.01(a
Section 4.01(a
Section 4.01(d
Section 1.02(b

Section 1.02(c



Welfare Benefi Section 7.01(F

Years of Servict Section 4.01(d
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Exhibit A. Transition Period Agreement

THIS TRANSITION PERIOD AGREEMENT (this “Agreement§ entered into as of this _day of , , by and between
McDonald’s Corporation, a Delaware corporation (iGempany”) and (the “Executive”), pursuant to the Company’s Exaaut
Retention Plan (the “Plan”), a copy of which isaatted hereto as Exhibit A.

WITNESSETH:
WHEREAS, the Executive is a Tier Executive under the Plan; and

WHEREAS, if the Executive complies with his/herightions under the Plan, he/she will hereafterréled to substantial
compensation and benefits under the Plan to whiéshle would not otherwise be entitled; and

WHEREAS, the Executive is required under the Ptaexecute this Agreement;
NOW, THEREFORE, in consideration of the mutual cws and promises contained herein and other gddaluable

consideration, the receipt of which is hereby agkirdged, the parties agree as follows:

1. Definitions. Capitalized terms used but not defined in this &grent shall have the meanings given to them ifPthe. The following
terms shall have the meanings set forth be

Agreementdefined in the first paragraph above.
Companydefined in the first paragraph above.

Company Propertyall records, documents, materials, papers, competards or print-outs belonging to McDonald’s liting
without limitation those containing Confidentiafdémmation and Trade Secrets.

Competing Businessny Person (and any branches, offices or operatimrsof) that is a material and direct competitor
McDonald’s in any country in the world or in angt& of the United States by virtue of selling, mfaoturing, processing or promoting
any product that is substantially similar to, cotegewith, or is intended to compete with, replawejuplicate in the market any product
that was sold or under development by McDonaldisnduthe five years (or shorter period of the Exa@is employment with the
Company) preceding the date of execution of thise&ment or with respect to which the Executivehes specific knowledge and
involvement.

Confidential Information and Trade Secredd: valuable and unique tangible and intangibleiinfation and techniques acquired,
developed or used by McDonald’s relating to itsibess, operations, employees and customers, whiel §icDonald’s a competitive
advantage in the businesses in which McDonaldsgaged, including without limitation processesthuds, techniques, systems,
computer data, formulae, patents, models, devimespilations, customer lists, supplier lists or amfgrmation of whatever nature that
gives McDonald’s an opportunity to obtain an adagetover competitors who do not know or use suth atainformation.

Executivedefined in the first paragraph above.
HR Official: the Company’s Senior Executive Vice President ofnldn Resources (or any successor position).
McDonald’s:the Company and its subsidiaries, divisions, afi@s and related companies.

McDonald’s-Related Persorany director, officer, employee or franchisee & @ompany or any of its subsidiaries, divisions,
affiliates and related companies.

Other Separation Benefitdefined in Section 9(c) below.

Person:a person, firm, corporation, partnership, venturetber entity of any kind.
Plan: defined in the first paragraph above.

Recovery Perioddefined in Section 10(c)(iii) below.

Release Datethe Executive’'s Change-in-Status Date.

Released Persondefined in Section 9(a) below.

Specified Competitorghe entities listed on Exhibit B hereto and thespective subsidiaries and affiliates, as requise8ection
1.02(b) of the Plan.

Stock Option Gaingdefined in Section 10(c)(iv) below.
Violation: defined in Section 8(a) below.
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2. Relationship of Agreement to Plan. The Executive hereby agrees to be bound by thestefrthe Plan, and to fulfill all of his/her
obligations under the Plan, including without liadibn to render services as set forth in the Phghta execute additional Agreement(s)
as and when required by the Plan. The provisiotBeoPlan, including without limitation the provasi regarding administration in
Article 2 of the Plan, are applicable to this Agrest and to the obligations of the Company andettecutive hereunder, and are het
incorporated by reference into this Agreement. Hmreany amendments made to the Plan after theofitiés Agreement will not
apply to the Executive

3.  Circumstances Requiring Agreement. The Executive has given notice pursuant to Sei6f of the Plan of his/her election to become

a Transition Officer[, and the [CE®} [Committee]® has consented to such electiéh] Accordingly, the Executive’s Change-in-Status
Date shall be , and the Executive’s Transition Period shall begbgod from , to ,
. This Agreement constitutes the Execl’s Transition Period Agreemel

4. Compensation and Benefits. During the Executive’s Transition Period, the Exeaishall receive the compensation and benefits
provided for in Article 4 of the Plan, subject teetExecutive’s compliance with the requirementthefPlan and this Agreement. In
addition, if the Executive remains employed throtlgh end of the Transition Period and otherwisepl@s with the requirements of t
Plan and this Agreement, including without limitatiexecuting and not revoking a Continued EmployirReamiod Agreement, the
Executive shall receive the compensation and bsnafovided for in Article 5 of the Plan during tisr Continued Employment Period.
Finally, upon the termination of the Executive'sgayment, he/she shall receive the compensatiorbandfits (if any) provided for in
such circumstances under Article 7 of the P

5. Company Property and Confidentiality.

(@) AcknowledgementThe Executive acknowledges that (i) it is the poti€ McDonald’s to maintain as secret and confidsrall
Confidential Information and Trade Secrets; (il)@bnfidential Information and Trade Secrets aredhle and exclusive property
of McDonalc's; and (iii) disclosure of Confidential Informatiand Trade Secrets would cause significant danwlyieDonalc's.

(b) Company PropertyThe Executive agrees to turn all Company Propergr to the CEO or the CEQ’s designee, at or as ptigm
as practicable following the execution of this Agmeent, except for Company Property that is necgdsarerform his or her
assigned functions during the Transition PeriotherContinued Employment Period. The Executive atgees to turn any
Company Property that the Executive retains afterdiate of this Agreement pursuant to the preceséngence over to the CEO
the CEO'’s designee as soon as it is no longer sagefor the Executive to retain such Company Ritgpe order to perform such
assigned functions, and in any event not later thadast day of the Execut’s employment with the Compar

(c) Confidentiality.The Executive shall not, without obtaining the Camy's consent pursuant to Section 7 below, useladis,
furnish or make accessible to any Person any Cential Information and Trade Secrets obtained duttie Executive’s
employment with the Company at any time (includwghout limitation, during or after the Retenti®eriod, the Transition
Period or the Continued Employment Period) foramlas such information remains confidential oreteexcept as required by
the duties of the Executi’s employment with the Compar

6. Other Covenants.

(@) AcknowledgementThe Executive acknowledges that McDonald’s is eedag a highly competitive, global business thaurses
the preservation of Confidential Information anéde Secrets. The Executive further acknowledgesvhBonald’'s has near-
permanent relationships with vendors, affiliatagstomers, suppliers, manufacturers, alliance partemployees and service
organizations, which McDonald’s has a legitimatetiast in protecting. Finally, the Executive acktenges that the covenants set
forth in this Section 6 are reasonable under tf®inistances, that he or she has the skill andyatilifind alternative
commensurate work not in violation of such covesamd the Executive has the wherewithal to sugporself/herself and his/h
family without violating such covenants, includingthout limitation the covenant not to compete pded for in Section 6(b)
below.

(b) NoncompetitionThe Executive agrees to not work for or providesieess to a Competing Business or to the Specifiech@ztitors
during the portion of his/her Employment Periodst tiollows the date of execution of the Agreementt for two years following
any termination of the Executi’'s employment

(1) For Agreements other than with the CE
(2) For Agreements with the CE!

(3) Include only if the Chanwin-Status Date is before the Execu’'s 62nd birthday
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(4)

(©

(d)

(€)

(f)

Other Covenantsn addition, the Executive shall not, at any timeidg the Executiv's employment with the Compar
@ Promote, sell or create any product sold by a Coimgp@&usiness or a Specified Competit

(il Provide marketing services, consultation awgmes to enhance the sales of a Competing Busores<Specified
Competitor; ol

(iii)  Use the McDonald’s name or any other brandheaof McDonald'’s, or the fact of the Executive’§ilattion or former
affiliation with McDonald’s, in any manner that aidr benefits, or is intended to aid or benefif.canpeting Business or a
Specified Competitol

Exceptionslt shall not be considered a violation of this 8st6 for the Executive to engage in any of théofeing:

0] The performance of services for and on behb#froinvestment banking or commercial banking, saglior consulting firm
during the Continued Employment Period or at ametafter the termination of the Executive’s empleyitn so long as the
Executive is not personally engaged in renderimgices to or soliciting business of a Competing iBess or any of the
Specified Competitors; ar

(i Being the record or beneficial owner of updioe (1) percent of the outstanding voting securitieany publicly traded
entity, provided that such investment does notteraaonflict of interest between the Executivaies hereunder and the
Executive’s interest in such investment or otheewimlate the Company’s rules and policies (inahgdivithout limitation
the Standards of Business Condu

No Solicitation or Hiring of EmployeeThe Executive shall not, during the portion of h&s/Employment Periods that follows the
date of execution of the Agreement and for two yéallowing any termination of the Executive’s eiminent, solicit or attempt
to solicit any employee (other than the Executiagministrative assistant), consultant, franchisapplier or independent
contractor of McDonald’s to terminate, alter, asden that party’s affiliation with McDonald’s or ittterfere with or violate the
terms of any agreement or understanding betwednentity, employee or person and McDor's.

No DisparagemenThe Executive shall not, during the portion of hés/Employment Periods that follows the date otcexen of
the Agreement and for three years following anynteation of the Executive’'s employment, (i) makeg auablic disclosures or
publish any articles or books about McDonald'shitsiness or any McDonald’s-Related Person, ortgnainterview to any
representative of the public media, without th@pwiritten consent of the CEO, or (ii) intentioygtiublish any statement or make
any disclosure about McDonald’s, its business grMoDonald’sRelated Person that is disparaging, derogatoryrmraise cast

a bad light on McDona'’s, its business or any McDon’s-Related Persol

Consent Procedure.

(@)

(b)

Seeking Conserithe Executive may seek the Company’s consent tagain any of the activities prohibited by Sectoabove,

by providing written notice thereof to the Compaudressed to the HR Official [or to the CE®]including a full and complete
disclosure in writing to the Company of all theerednt facts, including without limitation the sax@$ to be rendered or activities
be engaged in, places of employment, performanservices or activities, compensation to be paigegise to be provided,
amount to be invested, stock or debt to be receiwed business plan or plans to be executed byentdly or person. The
Company thereafter shall have fourteen (14) caleddgs to consider the Executigeontemplated activities as disclosed and
in writing, either consent or object to such atitda. It is agreed that conseshall not be unreasonably withhe

Binding DecisionsAll decisions of the Company under this Sectiomdlisbe final and binding upon the Executive, amel t
Executive shall not engage in any such activifiélse Company shall objec

Legal Compulsion.

(@)

Notice.If the Executive reasonably and in good faith hel&that he or she is or may be compelled by lalbya court or
governmental agency by a proper proceeding toaiscConfidential Information and Trade Secret¢panake a statement or te
other action that would, absent this Section 8atoSection 6(f) above (each such disclosuregmstant or action, a “Violation”),
then the Executive shall give the Company writtetioe thereof as far in advance of such Violatierisdawful and practicable,
shall cooperate (at the Company’s sole expensé)thit Company in its efforts to prevent such Violafrom being compelled,
and shall limit his or her Violation to the minimurompelled by law or court order, except to theeakthe Company agrees
otherwise in writing

Do not include in an Agreement signed by the C
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(5)

(b)

No Violation.If the Executive complies with the foregoing progezlto the greatest extent possible without vintatipplicable
law, then the Executive shall not be deemed to hagached Section 5(c) or 6(f) above, as applicasea result of the Violatio

Release Provisions. For the entire period of the Executive’s employntenthe Company, including his Retention Periodiathe
Release Date

(@)

(b)

(©

(d)

ReleaseThe Executive understands, intends and agreeshileBection 9 constitutes full, complete and fisaisfaction of all
claims, demands, lawsuits or actions of any kingetiver known or unknown, against McDonaldnd/or their respective directc
officers or employees (with McDonald's, collectiyethe “Released Persons”), arising at any timéowugnd including the Release
Date, and the Executive hereby forever releasds Raleased Person from all such matters. Thisdeslubut is not limited to, a
release of claims, demands, lawsuits and actioaspkind relating to any employment or applicationemployment or
franchise, claims relating to resignation and/@segion of employment, claims alleging breach oftiaxt of any tort, claims for
wrongful termination, defamation, intentional ition of emotional distress, personal injury, vima of public policy and/or
negligence related to employment or resignaticaintd under Title VII of the Civil Rights Act of 186as amended, Section 1981
of the Civil Rights Act of 1866, as amended, theeAyscrimination in Employment Act of 1967, as ambea, the Rehabilitation
Act of 1973, the Americans with Disabilities Act 890, the Employee Retirement Income Securitycdhdi974, as amended, the
Worker Adjustment and Retraining Notification Attie Family and Medical Leave Act of 1993, the i Human Rights Act, or
any other state, Federal or local law prohibitimgcdmination, and claims based on any other lagutation, or common law,
whether before any Federal, state or local agan@ny court of law or before any other forum. Nithstanding the foregoing, tt
Executive’s release shall not extend to any cldijrfer benefits under Employee Plans that areifjgdlunder Section 401(a) of
the Internal Revenue Code, (ii) for compensatiohearefits to which the Executive is entitled untiher Plan as provided in Sect
4 above, (iii) for compensation or benefits undgy Employee Plan or Compensation Plan to whictetkecutive is entitled by tt
terms thereof, except as provided otherwise iniGe&(c) below and except to the extent such entiéints are specifically
amended or eliminated by the Plan, or (iv) for mdéication under the Company’s policy on indemestion of officers and
directors and coverage under any related insunaolices.

Advice, Time to Consider and Revocat[The Executive is hereby advised to consult wittattarney prior to executing this
Agreement. The Executive is further advised thahe=has a period of 21 days within which to cosrsitie terms of this
Agreement and whether or not to execute it. Intamtdifor a period of 7 days following the Execwis execution of this
Agreement, he/she has the right to revoke this &gent, and no portion of this Agreement shall bexeffective or enforceable

until such revocation period has expire®.]

Other BenefitsThe Executive acknowledges and agrees that the gragnand benefits provided to the Executive undeiPian ar
in lieu of any payments, benefits or arrangememtsttich the Executive might otherwise be entitledihder any Employee Plan
or other plan or arrangement which provides foesawce or separation (“Other Separation Benefigsig, the Executive hereby
waives any and all rights and claims that he orrshg now or hereafter have to any Other Separ&enefits; provided, that the
foregoing waiver shall not apply to any right thesEutive may have to any gross-up payments retatéite excise tax on excess
parachute payments imposed by Section 4999 ofrtieenlal Revenue Code under any change of contrplegmment agreement
with the Company. The foregoing shall not be caredfras affecting in any manner the Executive’s fisrnend entitlements (if
any) under any Employee Plan that provides permioatiree medical or life insurance benel

AcknowledgmentThe Executive acknowledges having read and undetste provisions of this Section 9 as well asatieer
provisions of this Agreement, and represents tisdhér execution of this Agreement constituteshieisknowing and voluntary a
made without coercion or intimidation. The Execatacknowledges and agrees that the release getrfdhis Section 9 is being
given only in exchange for consideration in additio anything of value to which the Executive afte#s entitled. The Executive
finally agrees not to file any lawsuits against @@mpany or any of the released entities or peragthsrespect to claims covered
by the release given in this Sectior

This language may be deleted or modified byQbmpany, depending upon individual circumstance@ changes in law relating to
age discrimination or otherwis
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10.

11.

12.

13.

14.

Remedies.

(@) Acknowledgmentin recognition of the confidential nature of thenfidential Information and Trade Secrets, and gogmition of
the necessity of the limited restrictions imposgdhe Agreement, the Executive acknowledges it @@ impossible to measure
solely in money the damages which McDonald’s waultfer if the Executive were to breach any of hés/bbligations under
Sections 5 and 6 above. The Executive also ackmig&kethat his/her breach of any such obligationglavioreparably injure the
Company

(b) Entitlement to Injunctive Relielf the Executive breaches any of his/her obligatiander Sections 5 and 6 above, McDonald’s
shall be entitled, in addition to any other remed@which McDonald’s may be entitled under theeanent or otherwise, to an
injunction issued by a court of competent jurisdict to restrain any breach or threatened bredcyah provisions, and the
Executive waives any right to assert any claimefedse that McDonald’s has an adequate remedwdblaany such breach and
any right to require, or request a court to requhrat McDonal’s post a bond in connection therew

(c) Effect on Other Benefitin the event of a breach by the Executive of anigher obligations under this Agreement, exclgdior
this purpose an isolated, insubstantial and indadmenction, the Company shall be entitlec

0] discontinue any and all payments and other fitsne which the Executive or his/her beneficiangould otherwise be
entitled pursuant to this Agreement and/or the F

(i)  terminate any and all unexercised stock options tHedd by the Executive or by any transferee offkecutive;

(iii)  in the case of any such breach occurringrafte Executive’s Change-in-Status Date, requieeEkecutive to repay to the
Company the aggregate amount of cash paymentweelcky the Executive from the Company pursuanhimAgreement
and/or the Plan during the period commencing orEtkexutive’s Change-in-Status Date and ending erd#ie on which
the Company requests such repayment“Recovery Peric”); and

(iv)  inthe case of any such breach occurring dfterExecutive’s Change-in-Status Date, requireEecutive to pay to the
Company any Stock Option Gains (as defined in th two sentences). “Stock Option Gains” with respe the
Executive’s stock options that were not vestedfdgsoor her Change-in-Status Date means the agtgegnount of any
gain recognized upon exercise of such stock optiomisg the Recovery Period. “Stock Option Gainghwespect to the
Executive’s stock options that were vested as ®bhiher Change-in-Status Date means the excesyy,ibf (A) the
aggregate amount of any gain recognized upon eseeofisuch stock options during the Recovery Peduer (B) the
amount of gain that would have been recognized shatl exercises instead occurred on the Executfeésge-in-Status
Date.

Successors. This Agreement shall be binding upon and inurdlienefit of the Company and the Executive anid thspective heirs,
representatives and success

Jurisdiction and Venue. Any action arising under this Agreement or betwEnCompany and the Executive shall be institutedl a
brought exclusively under the jurisdiction and vemd the appropriate state or federal courts ferGity of Oak Brook, lllinois, County
of DuPage. The Executive hereby consents to thieigixe jurisdiction of said courts regardless ofendhthe Executive may be
domiciled at the time such suit is brought. Itusgtfier agreed that in the event the Company skealequired to institute any proceedings
to enforce the terms of this Agreement, then thengamy shall be entitled to recover its attorneys faed attendant expenses as part of
any recovery

Captions. The captions of the Sections of and Exhibits te fgreement are not a part of the provisions hesadfshall have no force
effect.

Entire Agreement. This Agreement, together with the Plan, containehtire agreement between the parties, and supessgdand all
previous agreements, written or oral, between ttecttive and the Company relating to the subjed¢tanaereof. No amendment or
modification of the terms of this Agreement shaltiinding upon the parties hereto unless reduceditmg and signed by each of the
parties heretc
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15. Counterparts. This Agreement may be executed in counterpart$y etwwhich shall be deemed an origir

16. Severability. If any one or more Sections or other portions &f greement are declared by any court or govertaheunthority to be
unlawful or invalid, such unlawfulness or invalidighall not serve to invalidate any Section or pff@tion not so declared to be
unlawful or invalid. Any Section or other portioa declared to be unlawful or invalid shall be comstl so as to effectuate the terms of
such Section or other portion to the fullest exf@gsible while remaining lawful and val

17. Governing Law. To the extent not preempted by federal law, thiseggent shall be interpreted and construed in dacce with the
laws of the State of lllinois, without regard toyastherwise applicable conflicts of law or choiddaw principles.

IN WITNESS WHEREOF, the Executive has hereuntdhigehand, and the Company has caused these préséatexecuted in its
name on its behalf, all as of the day and yeat dibeve written.

McDonald’s Corporation

By

Title

Name
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Exhibit A . Executive Retention Plan
[Attach]
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Exhibit B . Specified Competitors
[List of 25 to be inserted upon preparation of #iieédgreement]
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Exhibit B . Continued Employment Period Agreement

THIS CONTINUED EMPLOYMENT PERIOD AGREEMENT (this “greement”) is entered into as of thisday of ,
and between McDonald’s Corporation, a Delaware @@on (the “Company”) and (the “Executive”), pursuant to the
Company’s Executive Retention Plan (the “Plan'3ppy of which is attached hereto as Exhibit A.

WITNESSETH:

. by

WHEREAS, the Executive is a Tier  Executive under the Plan; and

WHEREAS, if the Executive complies with his/herightions under the Plan, he/she will hereafterréled to substantial
compensation and benefits under the Plan to whiéshle would not otherwise be entitled; and

WHEREAS, during the Executive Transition Period, the Executive has receivedtauitial compensation and benefits under the B
which he/she would not otherwise have been entidad

WHEREAS, the Executive is required under the Ptaexecute this Agreement;
NOW, THEREFORE, in consideration of the mutual cws and promises contained herein and other goddaluable

consideration, the receipt of which is hereby agkirdged, the parties agree as follows:

1. Definitions. Capitalized terms used but not defined in this &grent shall have the meanings given to them ifPthe. The following
terms shall have the meanings set forth be

Agreementdefined in the first paragraph above.
Companydefined in the first paragraph above.

Company Propertyall records, documents, materials, papers, competards or print-outs belonging to McDonald’s liting
without limitation those containing Confidentiafdénmation and Trade Secrets.

Competing Businessny Person (and any branches, offices or operatimneof) that is a material and direct competitor
McDonald’s in any country in the world or in angt& of the United States by virtue of selling, mfaoturing, processing or promoting
any product that is substantially similar to, cotegewith, or is intended to compete with, replawejuplicate in the market any product
that was sold or under development by McDonaldisnduthe five years (or shorter period of the Exaais employment with the
Company) preceding the date of execution of thise&ment or with respect to which the Executivehes specific knowledge and
involvement.

Confidential Information and Trade Secre#d: valuable and unique tangible and intangibleiinfation and techniques acquired,
developed or used by McDonald’s relating to itsibess, operations, employees and customers, whiel §yicDonald’s a competitive
advantage in the businesses in which McDonaldsgaged, including without limitation processesthuds, techniques, systems,
computer data, formulae, patents, models, deviespilations, customer lists, supplier lists or amfgrmation of whatever nature that
gives McDonald’s an opportunity to obtain an adagetover competitors who do not know or use suth atainformation.

Executivedefined in the first paragraph above.
HR Official: the Company’s Senior Executive Vice President ofnidn Resources (or any successor position).
McDonald’s:the Company and its subsidiaries, divisions, afi@s and related companies.

McDonald’s-Related Persorany director, officer, employee or franchisee & @ompany or any of its subsidiaries, divisions,
affiliates and related companies.

Other Separation Benefitdefined in Section 9(c) below.

Person:a person, firm, corporation, partnership, venturetber entity of any kind.
Plan: defined in the first paragraph above.

Recovery Perioddefined in Section 10(c)(iii) below.

Release Datethe last day of the Executive’s Transition Period.

Released Persondefined in Section 9(a) below.

Specified Competitorghe entities listed on Exhibit B hereto and thespective subsidiaries and affiliates, as requise8ection
1.02(b) of the Plan.

Stock Option Gaingdefined in Section 10(c)(iv) below.
Violation: defined in Section 8(a) below.
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Relationship of Agreement to Plan. The Executive hereby agrees to be bound by thestefrthe Plan, and to fulfill all of his/her
obligations under the Plan, including without liadibn to render services as set forth in the Phghta execute additional Agreement(s)
as and when required by the Plan. The provisiotBeoPlan, including without limitation the provasi regarding administration in
Article 2 of the Plan, are applicable to this Agrest and to the obligations of the Company andettecutive hereunder, and are het
incorporated by reference into this Agreement. Hmreany amendments made to the Plan after theofitiés Agreement will not
apply to the Executive

Circumstances Requiring Agreement. The Executive’s Continued Employment Period shalthe period from , to
, . This Agreement constitutes the Execl’s Continued Employment Period Agreem

Compensation and Benefits. During the Executive’s Continued Employment Peribe, Executive shall receive the compensation and
benefits provided for in Article 5 of the Plan, gadi to the Executive’s compliance with the requients of the Plan and this
Agreement. In addition, upon the termination of Ex@cutive’'s employment, he/she shall receive tmapgensation and benefits (if any)
provided for in such circumstances under Articlef The Plan

Company Property and Confidentiality.

(@) AcknowledgementThe Executive acknowledges that (i) it is the poti€ McDonald’s to maintain as secret and confidsrall
Confidential Information and Trade Secrets; (il)@Gbnfidential Information and Trade Secrets agedble and exclusive property
of McDonalc's; and (iii) disclosure of Confidential Informatiand Trade Secrets would cause significant danwlyieDonalc's.

(b) Company PropertyThe Executive agrees to turn all Company Propergr to the CEO or the CEQ’s designee, at or as ptigm
as practicable following the execution of this Agreent, except for Company Property that is necg$sgrerform his or her
assigned functions during the Continued Employniamtod. The Executive also agrees to turn any Compaoperty that the
Executive retains after the date of this Agreenpemsuant to the preceding sentence over to the @BRe CEO’s designee as
soon as it is no longer necessary for the Execttivetain such Company Property in order to perfeuch assigned functions,
and in any event not later than the last day ofskecutive s employment with the Compar

(c) Confidentiality.The Executive shall not, without obtaining the Camy's consent pursuant to Section 7 below, useladis,
furnish or make accessible to any Person any Cential Information and Trade Secrets obtained duttie Executive’s
employment with the Company at any time (includwghout limitation, during or after the Retenti®eriod, the Transition
Period or the Continued Employment Period) foramlas such information remains confidential oreteexcept as required by
the duties of the Executi’s employment with the Compar

Other Covenants.

(@) AcknowledgementThe Executive acknowledges that McDonald’s is eedag a highly competitive, global business thaurses
the preservation of Confidential Information anéde Secrets. The Executive further acknowledgesvhBonald’'s has near-
permanent relationships with vendors, affiliatagstomers, suppliers, manufacturers, alliance parteemployees and service
organizations, which McDonald’s has a legitimatetiast in protecting. Finally, the Executive acktenges that the covenants set
forth in this Section 6 are reasonable under tr®inistances, that he or she has the skill andyatilifind alternative
commensurate work not in violation of such covesamd the Executive has the wherewithal to sugporself/herself and his/h
family without violating such covenants, includingthout limitation the covenant not to compete pded for in Section 6(b)
below.

(b) NoncompetitionThe Executive agrees to not work for or providesieess to a Competing Business or to the Specifiech@ztitors
during the portion of his/her Employment Periodst flollows the date of execution of the Agreemenrt for two years following
any termination of the Executi’'s employment

(c) Other Covenantdn addition, the Executive shall not, at any timeidg the Executiv's employment with the Compar
0] Promote, sell or create any product sold by a Coimgp@&usiness or a Specified Competit

(il Provide marketing services, consultation awvgmes to enhance the sales of a Competing Busores<Specified
Competitor; ol

(iii)  Use the McDonald’s name or any other brandheaof McDonald'’s, or the fact of the Executive’§ilattion or former
affiliation with McDonald’s, in any manner that aidr benefits, or is intended to aid or benefif,canpeting Business or a
Specified Competitol
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(1)

(d)

(€)

(f)

Exceptionslt shall not be considered a violation of this 8atb for the Executive to engage in any of théofsing:

0] The performance of services for and on behii#froinvestment banking or commercial banking, taglior consulting firm
during the Continued Employment Period or at ametafter the termination of the Executive’s empleyi so long as the
Executive is not personally engaged in renderimgices to or soliciting business of a CompetingiBass or any of the
Specified Competitors; ar

(i)  Being the record or beneficial owner of updioe (1) percent of the outstanding voting securibieany publicly traded
entity, provided that such investment does notteraaonflict of interest between the Executiveiies hereunder and the
Executive’s interest in such investment or otheewimlate the Company’s rules and policies (inahgdivithout limitation
the Standards of Business Condu

No Solicitation or Hiring of EmployeeThe Executive shall not, during the portion of h&s/Employment Periods that follows the
date of execution of the Agreement and for two géallowing any termination of the Executive’s eiminent, solicit or attempt
to solicit any employee (other than the Executiagministrative assistant), consultant, franchisapplier or independent
contractor of McDonald’s to terminate, alter, agden that party’s affiliation with McDonald’s or iteterfere with or violate the
terms of any agreement or understanding betwednentity, employee or person and McDor's.

No DisparagemenThe Executive shall not, during the portion of h&s/Employment Periods that follows the date otexen of
the Agreement and for three years following angnteation of the Executive’s employment, (i) make aoblic disclosures or
publish any articles or books about McDonald'shitsiness or any McDonald’s-Related Person, ortgnainterview to any
representative of the public media, without th@pwiritten consent of the CEO, or (ii) intentiorygtiublish any statement or make
any disclosure about McDonald’s, its business grMoDonald’sRelated Person that is disparaging, derogatoryrmraise cast

a bad light on McDona’s, its business or any McDon’ s-Related Persol

Consent Procedure.

(@)

(b)

Seeking Consenthe Executive may seek the Company’s consent tagenn any of the activities prohibited by Sectfoabove,

by providing written notice thereof to the Compamdressed to the HR Official [or to the CE®]including a full and complete
disclosure in writing to the Company of all theerednt facts, including without limitation the sex@s to be rendered or activities
be engaged in, places of employment, performanservices or activities, compensation to be paige#ise to be provided,
amount to be invested, stock or debt to be receiwed business plan or plans to be executed byentdly or person. The
Company thereafter shall have fourteen (14) caleddgs to consider the Executigeontemplated activities as disclosed and
in writing, either consent or object to such ati4. It is agreed that consent shall not be uoresy withheld

Binding DecisionsAll decisions of the Company under this Sectiomdlisbe final and binding upon the Executive, amel t
Executive shall not engage in any such activifiélsd Company shall objec

Legal Compulsion.

(@)

(b)

Notice.If the Executive reasonably and in good faith baedgethat he or she is or may be compelled by lalya court or
governmental agency by a proper proceeding toaiscConfidential Information and Trade Secret¢panake a statement or te
other action that would, absent this Section 8at@Section 6(f) above (each such disclosuregistant or action, a “Violation”),
then the Executive shall give the Company writtetiae thereof as far in advance of such Violatiensdawful and practicable,
shall cooperate (at the Company’s sole expensé)thét Company in its efforts to prevent such Violafrom being compelled,
and shall limit his or her Violation to the minimurompelled by law or court order, except to theeakthe Company agrees
otherwise in writing

No Violation.If the Executive complies with the foregoing progealto the greatest extent possible without viotagpplicable
law, then the Executive shall not be deemed to hagached Section 5(c) or 6(f) above, as applicasea result of the Violatio

Do not include in an Agreement signed by the C
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9.

()

Release Provisions. For the entire period of the Executive’s employmanthe Company, including his Retention Periodtathe
Release Date

(@)

(b)

(©

(d)

ReleaseThe Executive understands, intends and agreeghibeBection 9 constitutes full, complete and figatisfaction of all
claims, demands, lawsuits or actions of any kindetiver known or unknown, against McDonaldhd/or their respective directc
officers or employees (with McDonald's, collectiyethe “Released Persons”), arising at any timéowgnd including the Release
Date, and the Executive hereby forever releasds Raleased Person from all such matters. Thisdeslubut is not limited to, a
release of claims, demands, lawsuits and actioasykind relating to any employment or applicaionemployment or
franchise, claims relating to resignation and/@se¢ion of employment, claims alleging breach oftiat of any tort, claims for
wrongful termination, defamation, intentional iafion of emotional distress, personal injury, vima of public policy and/or
negligence related to employment or resignaticaintd under Title VII of the Civil Rights Act of 186as amended, Section 1981
of the Civil Rights Act of 1866, as amended, theeAjscrimination in Employment Act of 1967, as ambea, the Rehabilitation
Act of 1973, the Americans with Disabilities Act 890, the Employee Retirement Income Securitycdhdi974, as amended, the
Worker Adjustment and Retraining Notification Attie Family and Medical Leave Act of 1993, the Biig Human Rights Act, or
any other state, Federal or local law prohibitimgcdmination, and claims based on any other l&agutation, or common law,
whether before any Federal, state or local agan@ny court of law or before any other forum. Nithstanding the foregoing, tt
Executive’s release shall not extend to any cldijrf®r benefits under Employee Plans that areifjgdlunder Section 401(a) of
the Internal Revenue Code, (ii) for compensatiohearefits to which the Executive is entitled untther Plan as provided in Sect
4 above, (iii) for compensation or benefits undgy BEmployee Plan or Compensation Plan to whictekecutive is entitled by tt
terms thereof, except as provided otherwise iniGe&(c) below and except to the extent such entiéints are specifically
amended or eliminated by the Plan, or (iv) for mdédication under the Company’s policy on indemeation of officers and
directors and coverage under any related insuraoliges.

Advice, Time to Consider and Revocat[The Executive is hereby advised to consult wittattarney prior to executing this
Agreement. The Executive is further advised thathehas a period of 21 days within which to comstte terms of this
Agreement and whether or not to execute it. Intéamtdifor a period of 7 days following the Execwtis execution of this
Agreement, he/she has the right to revoke this ément, and no portion of this Agreement shall bexeffective or enforceable

until such revocation period has expired.]

Other BenefitsThe Executive acknowledges and agrees that the gragrand benefits provided to the Executive undeiPian ar
in lieu of any payments, benefits or arrangememtsttich the Executive might otherwise be entitledihder any Employee Plan
or other plan or arrangement which provides foesance or separation (“Other Separation Benefitsi)l the Executive hereby
waives any and all rights and claims that he orrshg now or hereafter have to any Other Separ&enefits; provided, that the
foregoing waiver shall not apply to any right thesEutive may have to any gross-up payments retatdte excise tax on excess
parachute payments imposed by Section 4999 ofntieenlal Revenue Code under any change of contrplegmment agreement
with the Company. The foregoing shall not be caresiras affecting in any manner the Executive’s fiesrend entitlements (if
any) under any Employee Plan that provides permioatiree medical or life insurance benel

AcknowledgementThe Executive acknowledges having read and undmtste provisions of this Section 9 as well asatier
provisions of this Agreement, and represents tisdhér execution of this Agreement constituteshigisknowing and voluntary a
made without coercion or intimidation. The Execatacknowledges and agrees that the release detrfdhis Section 9 is being
given only in exchange for consideration in additio anything of value to which the Executive aflg#s entitled. The Executive
finally agrees not to file any lawsuits against @@mpany or any of the released entities or peraathsrespect to claims covered
by the release given in this Sectior

This language may be deleted or modified byQbeapany, depending upon individual circumstancei@a changes in lawelating to
age discrimination or otherwis
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10.

11.

12.

13.

14.

Remedies.

(@)

(b)

(©

Acknowledgementin recognition of the confidential nature of therffidential Information and Trade Secrets, and gogmition
of the necessity of the limited restrictions impbég the Agreement, the Executive acknowledge®iild/be impossible to
measure solely in money the damages which McDosalduld suffer if the Executive were to breach ahigis/her obligations
under Sections 5 and 6 above. The Executive alguoadedges that his/her breach of any such obbgativould irreparably inju
the Company

Entitlement to Injunctive Relielf the Executive breaches any of his/her obligatiander Sections 5 and 6 above, McDonald’s
shall be entitled, in addition to any other remed@which McDonald’s may be entitled under theeanent or otherwise, to an
injunction issued by a court of competent jurisdict to restrain any breach or threatened bredcyah provisions, and the
Executive waives any right to assert any claimefedse that McDonald’s has an adequate remedwdblaany such breach and
any right to require, or request a court to requhrat McDonal’s post a bond in connection therew

Effect on Other Benefitin the event of a breach by the Executive of anlyieher obligations under this Agreement, exclgdior
this purpose an isolated, insubstantial and indadmenction, the Company shall be entitlec

0] discontinue any and all payments and other fitsne which the Executive or his/her beneficiangould otherwise be
entitled pursuant to this Agreement and/or the F

(i)  terminate any and all unexercised stock options tHedd by the Executive or by any transferee offkecutive;

(iii)  in the case of any such breach occurringrafte Executive’s Change-in-Status Date, requieeEkecutive to repay to the
Company the aggregate amount of cash paymentweelcky the Executive from the Company pursuanhimAgreement
and/or the Plan during the period commencing orEtkexutive’s Change-in-Status Date and ending erd#ie on which
the Company requests such repayment“Recovery Peric”); and

(iv)  inthe case of any such breach occurring dfterExecutive’s Change-in-Status Date, requireEecutive to pay to the
Company any Stock Option Gains (as defined in th two sentences). “Stock Option Gains” with respe the
Executive’s stock options that were not vestedfdgsoor her Change-in-Status Date means the agtgegnount of any
gain recognized upon exercise of such stock optiomisg the Recovery Period. “Stock Option Gainghwespect to the
Executive’s stock options that were vested as ®bhiher Change-in-Status Date means the excesyy,ibf (A) the
aggregate amount of any gain recognized upon eseeofisuch stock options during the Recovery Peduer (B) the
amount of gain that would have been recognized shatl exercises instead occurred on the Executfeésge-in-Status
Date.

Successors. This Agreement shall be binding upon and inurdlienefit of the Company and the Executive anid thspective heirs,
representatives and success

Jurisdiction and Venue. Any action arising under this Agreement or betwEnCompany and the Executive shall be institutedl a
brought exclusively under the jurisdiction and vemd the appropriate state or federal courts ferGity of Oak Brook, lllinois, County
of DuPage. The Executive hereby consents to thieigixe jurisdiction of said courts regardless ofendhthe Executive may be
domiciled at the time such suit is brought. Itusgtfier agreed that in the event the Company skealequired to institute any proceedings
to enforce the terms of this Agreement, then thengamy shall be entitled to recover its attorneys faed attendant expenses as part of
any recovery

Captions. The captions of the Sections of and Exhibits te fgreement are not a part of the provisions hesadfshall have no force
effect.

Entire Agreement. This Agreement, together with the Plan, containehtire agreement between the parties, and supessgdand all
previous agreements, written or oral, between ttecttive and the Company relating to the subjed¢tanaereof. No amendment or
modification of the terms of this Agreement shaltiinding upon the parties hereto unless reduceditmg and signed by each of the
parties heretc
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15. Counterparts. This Agreement may be executed in counterpart$y etwwhich shall be deemed an origir

16. Severability. If any one or more Sections or other portions &f greement are declared by any court or govertaheunthority to be
unlawful or invalid, such unlawfulness or invalidighall not serve to invalidate any Section or pff@tion not so declared to be
unlawful or invalid. Any Section or other portioa declared to be unlawful or invalid shall be comstl so as to effectuate the terms of
such Section or other portion to the fullest exf@gsible while remaining lawful and val

17. Governing Law. To the extent not preempted by federal law, thiseggent shall be interpreted and construed in dacce with the
laws of the State of lllinois, without regard toyastherwise applicable conflicts of law or choiddaw principles.

IN WITNESS WHEREOF, the Executive has hereuntdhigehand, and the Company has caused these préséatexecuted in its
name on its behalf, all as of the day and yeat dibeve written.

McDonald’s Corporation

By

Title

Name
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Exhibit A. Executive Retention Plan
[Attach]
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Exhibit B. Specified Competitors
[List of 25 to be inserted upon preparation of #iieédgreement]
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Exhibit C. Termination Agreement

THIS TERMINATION AGREEMENT (this “Agreement”) is ¢ared into as of this day of ,___, by and between McDonald’s
Corporation, a Delaware corporation (the “Comparayijl (the “Executive”), pursuant to the Company’s Exaaut
Retention Plan (the “Plan”), a copy of which isaatted hereto as Exhibit A.

WITNESSETH:
WHEREAS, the Executive is a Tier Executive under the Plan; and

WHEREAS, if the Executive complies with his/herightions under the Plan, he/she will hereafterréled to substantial
compensation and benefits under the Plan to whiéshle would not otherwise be entitled; and

[WHEREAS, during the Executive’s Transition Perfadd Continued Employment Periofl]the Executive has received substantial
compensation and benefits under the Plan to whiéshle would not otherwise have been entitled; &hd]

WHEREAS, the Executive is required under the Ptaexecute this Agreement;
NOW, THEREFORE, in consideration of the mutual cws and promises contained herein and other goddaluable

consideration, the receipt of which is hereby agkirdged, the parties agree as follows:

1. Definitions. Capitalized terms used but not defined in this &grent shall have the meanings given to them ifPthe. The following
terms shall have the meanings set forth be

Agreementdefined in the first paragraph above.
Companydefined in the first paragraph above.

Company Propertyall records, documents, materials, papers, competards or print-outs belonging to McDonald’s liting
without limitation those containing Confidentiafdénmation and Trade Secrets.

Competing Businessny Person (and any branches, offices or operatimneof) that is a material and direct competitor
McDonald’s in any country in the world or in angt& of the United States by virtue of selling, mfaoturing, processing or promoting
any product that is substantially similar to, cotegewith, or is intended to compete with, replawejuplicate in the market any product
that was sold or under development by McDonaldisnduthe five years (or shorter period of the Exaais employment with the
Company) preceding the date of execution of thise&ment or with respect to which the Executivehes specific knowledge and
involvement.

Confidential Information and Trade Secre#d: valuable and unique tangible and intangibleiinfation and techniques acquired,
developed or used by McDonald’s relating to itsibess, operations, employees and customers, whiel §yicDonald’s a competitive
advantage in the businesses in which McDonaldsgaged, including without limitation processesthuds, techniques, systems,
computer data, formulae, patents, models, deviespilations, customer lists, supplier lists or amfgrmation of whatever nature that
gives McDonald’s an opportunity to obtain an adagetover competitors who do not know or use suth atainformation.

Executivedefined in the first paragraph above.
HR Official: the Company’s Senior Executive Vice President ofnidn Resources (or any successor position).
McDonald’s:the Company and its subsidiaries, divisions, afi@s and related companies.

McDonald’s-Related Persorany director, officer, employee or franchisee & @ompany or any of its subsidiaries, divisions,
affiliates and related companies.

Other Separation Benefitdefined in Section 9(c) below.

Person:a person, firm, corporation, partnership, venturetber entity of any kind.
Plan: defined in the first paragraph above.

Recovery Perioddefined in Section 10(c)(iii) below.

Release Datethe Executive’s Date of Termination.

Released Persondefined in Section 9(a) below.

(1) Include bracketed phrase in Agreements signed #feeContinued Employment Period beg
(2) Include bracketed paragraph in Agreements signest &hang-in-Status Date
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Specified Competitorsghe entities listed on Exhibit B hereto and thespective subsidiaries and affiliates, as requise8ection
1.02(b) of the Plan.

Stock Option Gaingdefined in Section 10(c)(iv) below.
Violation: defined in Section 8(a) below.

Relationship of Agreement to Plan. The provisions of the Plan, including without liatibn the provision regarding administration in
Article 2 of the Plan, are applicable to this Agresat and to the obligations of the Company andettecutive hereunder, and are het
incorporated by reference into this Agreement. Hmreany amendments made to the Plan after theofitiés Agreement will not
apply to the Executive

Circumstances Requiring Agreement. The Executives employment [has terminated] [will terminate] agsult of [insert the approprie
clause from the following:

[the expiration of his/her Continued Employmenti&dlr

[termination by the Company during the Executivie&tention Period, other than for Cause]

[termination by the Executive for Good Reason dyfirs/her [Retention Period] [Transition Perio@d]]

The Executive’s Date of Termination_is , ___. This Agreement constitutes the Executive’s Teation Agreement.

Termination Benefits. [For a Termination Agreement entered into at the @ithe Continued Employment Period] The Execugive
eligibility for retiree status and retiree benefits purposes of Compensation Plans and EmployaesRihall be determined by giving
the Executive credit for employment from the ChaimgS&tatus Date through the Date of Terminatiooyvjued that the Executive
properly executes this Agreement, does not reviolsegreement, and complies with all Agreements lteaor she is required under the
Plan to execute

[For a Termination Agreement entered into in cotibeowith a termination covered by Section 7.0th&f Plan] The Executive
shall be entitled to receive Termination Benefiteccordance with Section 7.01 of the Plan, pralitiat the Executive properly
executes this Agreement, does not revoke this Ageeé and complies with all Agreements that heheris required under the Plan to
execute. These Termination Benefits are outline&xmbit C hereto.

Company Property and Confidentiality.

(@) AcknowledgementThe Executive acknowledges that (i) it is the poti€ McDonald’s to maintain as secret and confidsrall
Confidential Information and Trade Secrets; (il)@Gbnfidential Information and Trade Secrets agegble and exclusive property
of McDonalc's; and (iii) disclosure of Confidential Informatiand Trade Secrets would cause significant danwlyieDonalc's.

(b) Company PropertyThe Executive agrees to turn all Company Propergr to the CEO or the CEQ’s designee, at or as ptigm
as practicable following the execution of this Agreent.

(c) Confidentiality.The Executive shall not, without obtaining the Camy's consent pursuant to Section 7 below, uselatis,
furnish or make accessible to any Person any Cential Information and Trade Secrets obtained dpttie Executive’s
employment with the Company at any time (includiwghout limitation, during or after the RetentiBeriod, the Transition
Period or the Continued Employment Period) foramlas such information remains confidential oreste

Other Covenants.

(@) AcknowledgementThe Executive acknowledges that McDonald’s is eeddg a highly competitive, global business thauiees
the preservation of Confidential Information anéde Secrets. The Executive further acknowledgesvthBonald’s has near-
permanent relationships with vendors, affiliatasstomers, suppliers, manufacturers, alliance pesteenployees and service
organizations, which McDonald’s has a legitimatetiast in protecting. Finally, the Executive acktenges that the covenants set
forth in this Section 6 are reasonable under tfministances, that he or she has the skill andyatilifind alternative
commensurate work not in violation of such covesamtd the Executive has the wherewithal to sugporself/herself and his/h
family without violating such covenants, includingthout limitation the covenant not to compete pded for in Section 6(b)
below.

(b) NoncompetitionThe Executive agrees to not work for or providevieess to a Competing Business or to the Specifiech@titors
at any time on or befol , [insert second anniversary of Date of Terminati

Applies only to Tier | Executive
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(4)

(©

(d)

(€)

Exceptionslt shall not be considered a violation of this 8atb for the Executive to engage in any of théofsing:

0] The performance of services for and on behii#froinvestment banking or commercial banking, taglior consulting firm
during the Continued Employment Period or at ametafter the termination of the Executive’s empley so long as the
Executive is not personally engaged in renderimgices to or soliciting business of a CompetingiBass or any of the
Specified Competitors; ar

(i)  Being the record or beneficial owner of updioe (1) percent of the outstanding voting securibieany publicly traded
entity, provided that such investment does notteraaonflict of interest between the Executiveiies hereunder and the
Executive’s interest in such investment or otheewimlate the Company’s rules and policies (inahgdivithout limitation
the Standards of Business Condu

(iii)  The performance of services for a CompetingsBess or for a Specified Competitor at any tifiter ahe termination of the
Executive’s employment, so long as the Executivesdmt perform services for or work on a competifivoduct or a
substantially similar product of the Company and blatained the Compa’s consent pursuant to Section 7 bel

No Solicitation or Hiring of EmployeeThe Executive shall not, at any time on or before , [insert second
anniversary of Date of Termination], solicit oreattpt to solicit any employee (other than the Exgelg administrative assistant),
consultant, franchisee, supplier or independentraotor of McDonald'’s to terminate, alter, or lassleat party’s affiliation with
McDonald’s or to interfere with or violate the tesrof any agreement or understanding between suiti, @mployee or person
and McDonal’s.

No DisparagemenThe Executive shall not, at any time on or before , [insert third anniversary of Date of
Termination], (i) make any public disclosures obligh any articles or books about McDonald'’s, isiness or any McDonald'’s-
Related Person, or grant an interview to any regtasive of the public media, without the priortten consent of the CEO, or (ii)
intentionally publish any statement or make angldsure about McDonald’s, its business or any Mcild's-Related Person that
is disparaging, derogatory or otherwise casts digatlon McDonalr's, its business or any McDon’ s-Related Persol

Consent Procedure.

(@)

(b)

(©

Seeking Conserithe Executive may seek the Company’s consent tagain any of the activities prohibited by Sectoabove,

by providing written notice thereof to the Compaudressed to the HR Official [or to the CE®]including a full and complete
disclosure in writing to the Company of all theerednt facts, including without limitation the sax@$ to be rendered or activities
be engaged in, places of employment, performanservices or activities, compensation to be paigegise to be provided,
amount to be invested, stock or debt to be receiwed business plan or plans to be executed byentdly or person. The
Company thereafter shall have fourteen (14) caleddgs to consider the Executigeéontemplated activities as disclosed and
in writing, either consent or object to such atiia. It is agreed that consent shall not be uoressly withheld

Specific ActivitiesWithout limiting the generality of the foregoingjch consent shall not be withheld in any case iithvhn
Executive seeks consent to engage in conduct deskim Section 6(d)(iii) above and provides the @any with representations
in form and substance reasonably satisfactoryedCibmpany that he or she shall not work on or perfeervices for a competitiy
product or substantially similar product as desdin Section 6(d)(iii) abovi

Binding DecisionsAll decisions of the Company under this Sectiomdlisbe final and binding upon the Executive, amel t
Executive shall not engage in any such activifiélse Company shall objec

Legal Compulsion.

(@)

Notice.If the Executive reasonably and in good faith badgethat he or she is or may be compelled by labya court or
governmental agency by a proper proceeding toaiscConfidential Information and Trade Secret¢panake a statement or te
other action that would, absent this Section 8at@Section 6(f) above (each such disclosuregistant or action, a “Violation”),
then the Executive shall give the Company writtetiae thereof as far in advance of such Violatiensdawful and practicable,
shall cooperate (at the Company’s sole expensé)thit Company in its efforts to prevent such Violafrom being compelled,
and shall limit his or her Violation to the minimurompelled by law or court order, except to theeakthe Company agrees
otherwise in writing

Do not include in an Agreement signed by the C
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(5)

(b)

No Violation. If the Executive complies with therégoing procedure to the greatest extent possittfeout violating applicabli
law, then the Executive shall not be deemed to hagached Section 5(c) or 6(f) above, as applicasea result of the Violatio

Release Provisions. For the entire period of the Executive’s employntenthe Company, including his Retention Periodiathe
Release Date

(@)

(b)

(©

(d)

ReleaseThe Executive understands, intends and agreeghibeBection 9 constitutes full, complete and figatisfaction of all
claims, demands, lawsuits or actions of any kingetiver known or unknown, against McDonaldnhd/or their respective directc
officers or employees (with McDonald's, collectiyethe “Released Persons”), arising at any timéowgnd including the Release
Date, and the Executive hereby forever releasds Raleased Person from all such matters. Thisdeslubut is not limited to, a
release of claims, demands, lawsuits and actioasykind relating to any employment or applicaionemployment or
franchise, claims relating to resignation and/@segion of employment, claims alleging breach oftiaxt of any tort, claims for
wrongful termination, defamation, intentional iafion of emotional distress, personal injury, vima of public policy and/or
negligence related to employment or resignaticaintd under Title VII of the Civil Rights Act of 186as amended, Section 1981
of the Civil Rights Act of 1866, as amended, theeAyscrimination in Employment Act of 1967, as ambea, the Rehabilitation
Act of 1973, the Americans with Disabilities Act 890, the Employee Retirement Income Securitycdhdi974, as amended, the
Worker Adjustment and Retraining Notification Attie Family and Medical Leave Act of 1993, the Biig Human Rights Act, or
any other state, Federal or local law prohibitimgcdmination, and claims based on any other l&agutation, or common law,
whether before any Federal, state or local agan@ny court of law or before any other forum. Nithstanding the foregoing, tt
Executive’s release shall not extend to any cldijrfer benefits under Employee Plans that areifjgdlunder Section 401(a) of
the Internal Revenue Code, (ii) for Termination 8fs to which the Executive is entitled under Bian as provided in Section 4
above, (iii) for compensation or benefits under Bnyployee Plan or Compensation Plan to which thechtive is entitled by the
terms thereof, except as provided otherwise iniGe&(c) below and except to the extent such entiéints are specifically
amended or eliminated by the Plan, or (iv) for mdéication under the Company’s policy on indemeation of officers and
directors and coverage under any related insurpolices.

Advice, Time to Consider and Revocat[The Executive is hereby advised to consult wittattarney prior to executing this
Agreement. The Executive is further advised thathehas a period of 21 days within which to comstte terms of this
Agreement and whether or not to execute it. Intamtdifor a period of 7 days following the Exectis execution of this
Agreement, he/she has the right to revoke this &gent, and no portion of this Agreement shall bexeffective or enforceable

until such revocation period has expired.]

Other BenefitsThe Executive acknowledges and agrees that the gratgrand benefits provided to the Executive untdeiPian ar
in lieu of any payments, benefits or arrangememtsttich the Executive might otherwise be entitledihder any Employee Plan
or other plan or arrangement which provides foesance or separation (“Other Separation Benefigsig, the Executive hereby
waives any and all rights and claims that he orrshg now or hereafter have to any Other Separ&enefits; provided, that the
foregoing waiver shall not apply to any right thesEutive may have to any gross-up payments retatdte excise tax on excess
parachute payments imposed by Section 4999 ofntieenlal Revenue Code under any change of contrplagmment agreement
with the Company. The foregoing shall not be careddras affecting in any manner the Executive’s fisrnend entitlements (if
any) under any Employee Plan that provides permioatiree medical or life insurance benel

AcknowledgementThe Executive acknowledges having read and undmtste provisions of this Section 9 as well asatier
provisions of this Agreement, and represents tisdhér execution of this Agreement constituteshieisknowing and voluntary a
made without coercion or intimidation. The Execatacknowledges and agrees that the release detrfdhis Section 9 is being
given only in exchange for consideration in additio anything of value to which the Executive aflg#s entitled. The Executive
finally agrees not to file any lawsuits against @@mpany or any of the released entities or peradthsrespect to claims covered
by the release given in this Sectior

This language may be deleted or modified byQbmpany, depending upon individual circumstance@ changes in law relating to
age discrimination or otherwis
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10.

11.

12.

13.

14.

Remedies.

(@) Acknowledgementin recognition of the confidential nature of then@idential Information and Trade Secrets, and gogmition
of the necessity of the limited restrictions impbég the Agreement, the Executive acknowledge®iild/be impossible to
measure solely in money the damages which McDosalduld suffer if the Executive were to breach ahigis/her obligations
under Sections 5 and 6 above. The Executive alguoadedges that his/her breach of any such obbgativould irreparably inju
the Company

(b) Entitlement to Injunctive Relielf the Executive breaches any of his/her obligatiander Sections 5 and 6 above, McDonald’s
shall be entitled, in addition to any other remed@which McDonald’s may be entitled under theeanent or otherwise, to an
injunction issued by a court of competent jurisdict to restrain any breach or threatened bredcyah provisions, and the
Executive waives any right to assert any claimefedse that McDonald’s has an adequate remedwdblaany such breach and
any right to require, or request a court to requhrat McDonal’s post a bond in connection therew

(c) Effect on Other Benefitin the event of a breach by the Executive of anigher obligations under this Agreement, exclgdior
this purpose an isolated, insubstantial and indadmenction, the Company shall be entitlec

0] discontinue any and all payments and other fitsne which the Executive or his/her beneficiangould otherwise be
entitled pursuant to this Agreement and/or the F

(i)  terminate any and all unexercised stock options tHedd by the Executive or by any transferee offkecutive;

(iii)  in the case of any such breach occurringrafte Executive’s Change-in-Status Date, requieeEkecutive to repay to the
Company the aggregate amount of cash paymentweelcky the Executive from the Company pursuanhimAgreement
and/or the Plan during the period commencing orEtkexutive’s Change-in-Status Date and ending erd#ie on which
the Company requests such repayment“Recovery Peric”); and

(iv)  inthe case of any such breach occurring dfterExecutive’s Change-in-Status Date, requireEecutive to pay to the
Company any Stock Option Gains (as defined in th two sentences). “Stock Option Gains” with respe the
Executive’s stock options that were not vestedfdgsoor her Change-in-Status Date means the agtgegnount of any
gain recognized upon exercise of such stock optiomisg the Recovery Period. “Stock Option Gainghwespect to the
Executive’s stock options that were vested as ®bhiher Change-in-Status Date means the excesyy,ibf (A) the
aggregate amount of any gain recognized upon eseeofisuch stock options during the Recovery Peduer (B) the
amount of gain that would have been recognized shatl exercises instead occurred on the Executfeésge-in-Status
Date.

Successors. This Agreement shall be binding upon and inurdolienefit of the Company and the Executive and taspective heirs,
representatives and success

Jurisdiction and Venue. Any action arising under this Agreement or betwgtsnCompany and the Executive shall be institutet] a
brought exclusively under the jurisdiction and vemd the appropriate state or federal courts ferGity of Oak Brook, lllinois, County
of DuPage. The Executive hereby consents to thieigixe jurisdiction of said courts regardless ofendhthe Executive may be
domiciled at the time such suit is brought. Itusgtfier agreed that in the event the Company skealequired to institute any proceedings
to enforce the terms of this Agreement, then then@amy shall be entitled to recover its attorne feed attendant expenses as part of
any recovery

Captions. The captions of the Sections of and Exhibits te fhgreement are not a part of the provisions hexadfshall have no force
effect.

Entire Agreement. This Agreement, together with the Plan, containehtire agreement between the parties, and supesasgdand all
previous agreements, written or oral, between ttecitive and the Company relating to the subjedtanaereof. No amendment or
modification of the terms of this Agreement shaltinding upon the parties hereto unless reduceditmg and signed by each of the
parties heretc
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15. Counterparts. This Agreement may be executed in counterpart$y etwwhich shall be deemed an origir

16. Severability. If any one or more Sections or other portions &f greement are declared by any court or govertaheunthority to be
unlawful or invalid, such unlawfulness or invalidighall not serve to invalidate any Section or pff@tion not so declared to be
unlawful or invalid. Any Section or other portioa declared to be unlawful or invalid shall be comstl so as to effectuate the terms of
such Section or other portion to the fullest exf@gsible while remaining lawful and val

17. Governing Law. To the extent not preempted by federal law, thiseggent shall be interpreted and construed in dacce with the
laws of the State of lllinois, without regard toyastherwise applicable conflicts of law or choiddaw principles.

IN WITNESS WHEREOF, the Executive has hereuntdhigehand, and the Company has caused these préséatexecuted in its
name on its behalf, all as of the day and yeat dibeve written.

McDonald’s Corporation

By

Title

Name
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Exhibit A. Executive Retention Plan
[Attach]
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Exhibit B. Specified Competitors
[List of 25 to be inserted upon preparation of #iieédgreement]
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Exhibit C. Termination Benefits

[To be completed upon preparation of specific Agrest]

Termination Benefits paid in a lump sum as periSect.01(a) of the Plan:

Accrued Obligations
Earned Bonus
Severance Benefi
Welfare Benefit;

A A A BH

Stock Options that vest and remain exercisabledor@ance with Section 7.01(b) of the Plan:

[List]
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Exhibit 10(i)(i). First Amendment to Tier | Change of Control Employment Agreement

1.

2.
3.

The McDonald’s Corporation Tier | Change of GohEmployment Agreement (the “Agreement”), is iBramended by adding at the
end of Article 10 a new Section 10.16, readingsrentirety as follows

10.16 Company Subsidiaries and Successors. References in the Agreement to employment by “tbm@any” shall be deemed to
include employment by (1) any entity in which then@pany directly or through intervening subsidianesms 100% of the total
combined voting power or value of all classes o€kt or, in the case of an unincorporated enti®g% interest in the capital
and profits and (2) any successor or assign o€thrapany pursuant to Section 10.02, and any obtigaif the Company
hereunder shall be deemed satisfied if and toxttenean entity described in clause (1) or (2)hi$ sentence performs such
obligation.

This amendment is effective as of January 25, 2
Except as specifically provided above, the Agredrniehereby ratified and confirmed without amendm
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Exhibit 10(1). Arrangement between M. Lawrence Light and McDonalds Corporation

Set forth below is a description of the materiafrte of an arrangement between M. Lawrence LightMoBonald’s Corporation (the
“Company”):

1.

When Mr. Light ceases to be the Chief Marketingi€2if of the Company, the Company will offer Mr. higcontinued employment fo
period of two and one-half years at the rate of, 830 per year. Throughout this continued employnpeniod, Mr. Light's existing
equity grants will continue to vest and be exelldlisén accordance with their original terms. Durthgs two and one-half year period,
Mr. Light can only be terminated for Cause, withu€a being defined as: (i) the willful failure of Mright to perform substantially all
his duties with the Company (other than any faikesulting from incapacity resulting from physicalmental illness), after written
demand for substantial performance is deliverddrtalLight by the Compensation Committee of the Camys Board of Directors or
the Company'’s Chief Executive Officer; or (ii) viill violation of the Company’s rules and policiésc{uding without limitation the
Companys Standards of Business Conduct) as in effect fioma to time; or (iii) the commission of any actamts involving dishonest
intentional breach of fiduciary obligation, frauliegality, malfeasance or moral turpitude; or (MJ. Light is convicted of or found
liable for a criminal or civil violation or causd action involving fraud or dishonesty; or (v) Mright is found liable for or guilty in a
civil matter of engaging in discriminatory condurttviolation of any labor or employment laws owiolating or contributing to a
violation of an employee’s civil rights; or (vi) MLight materially breaches the non-competitioneggnent referenced in the following
section; or (vii) Mr. Light refuses to carry outally assigned duties or is otherwise insubordit

In return for the continued employment descrialdve, Mr. Light must agree not to work for oryide services to a quick service or
casual dining Competing Business for two year®foihg his termination of employment. Competing Biesis means any casual dining
or quick service restaurant business (operationsiast-up) anywhere in the world that is substdiytisimilar to, competes with, or is
intended to compete with, replace, or duplicatthéxmarket any product or service that was solahder development by the Company
during Mr. Ligh’s tenure of employment with the Company or which Mght has specific knowledge or involveme
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Exhibit 12. McDonald’s Corporation Computation of Ratio of Earnings to Fixed Charges

Years ended December 31, 20

DOLLARSIN MILLIONS 2003 2002 2001 2000

Earnings available for fixed charges
Income before provision for income taxes

and cumulative effect of accounting
change: $ 3,202.49 $2,346.42 $1,662..4 $2,329."@ $2,882.:

Minority interest expense (income) in

operating results of majority-owned
subsidiaries, including fixed charges
related to redeemable preferred stock,
equity in undistributed operating results



less«thar-50% owned affiliate: 5.4 18.1 6.€
Income tax provision (benefit) of 50% owr

affiliates included in consolidated income

before provision for income tax 13.1 (28.6€) (9.5
Portion of rent charges (after reduction for

rental income from subleased propertie

considered to be representative of inter

factors* 310.2 289.€ 266.1
Interest expense, amortization of debt

discount and issuance costs, and

depreciation of capitalized interes 394.2 427.2 419.7

$ 3,925.¢ $3,052.¢ $2,345.¢

Fixed charges
Portion of rent charges (after reduction for

rental income from subleased properties)

considered to be representative of interest

factors* $ 310.2 $ 289.¢ $ 266.7
Interest expense, amortization of debt

discount and issuance costs, and fixed

charges related to redeemable preferre

stock* 375.¢ 408.¢ 401.7
Capitalized interest 4.1 7.8 14.4

$ 689.¢ $ 706. $ 682.¢

Ratio of earnings to fixed charge: 5.6¢ 4.3z 3.44

*  Includes amounts of the Registrant and its maj-owned subsidiaries, and c-half of the amounts of 5(-owned affiliates

(15.9)

51.C

252.%

510.:

$3,128.:

$ 252.f

492.¢

$ 760.¢

4.11

16.2

93.7

207.(
470.5

$3,669.

$ 207.C

(1) Includes pretax charges of $241.1 million consgsth $130.5 million related to asset/goodwill impaént and $159.9 million related
the correction in the Company’s lease accountiracpces and policies as well as a $49.3 millionngaglating to the sale of the

Compan’s interest in a U.S. real estate partnersi

(2) Includes pretax charges of $407.6 million primarngfated to the disposition of certain r-McDonald’s brands and asset/goodwill

impairment.

(3) Includes pretax charges of $853.2 million primardated to restructuring markets and eliminatingsftions, restaurant closings/as:

impairment and the wri-off of technology cost

(4) Includes net pretax expense of $252.9 million atimgj of charges primarily related to the U.S. mesis reorganization and other glo
change initiatives and restaurant closings/assetaimment, partly offset by a gain on the initialgie offering of McDonall's Japan
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Exhibit 21. McDonald’s Corporation Subsidiaries of the Registrat

Name of Subsidiary (State or Country of Incorpara}i

Domestic Subsidiaries

McDonald’s Deutschland, Inc. (Delaware)
McDonald’s Restaurant Operations Inc. (Delaware)
McG Development Co. (Delaware)

Chipotle Mexican Grill, Inc. (Delaware)

Boston Market Corporation (Delaware)

Foreign Subsidiaries

McDonald’s Franchise GmbH (Austria)
McDonald’s Australia Limited (Australia)
McDonald’s France, S.A. (France)

MDC Inmobiliaria de Mexico S.A. de C.V. (Mexico)
McDonald’s Restaurants Pte., Ltd (Singapore)
Restaurantes McDonald’s S.A. (Spain)

McKim Company Ltd. (South Korea)

Shin Mac Company Ltd. (South Korea)
McDonald’s Nederland B.V. (Netherlands)
Moscow-McDonald’s (Canada)

McDonald’s Restaurants Limited (United Kingdom)

The names of certain subsidiaries have been onzgddllows:

(@ 49 wholly-owned subsidiaries of the Company, each of whidrates one or more McDon'’s restaurants within the United Stai



(b) Additional subsidiaries, including some foreigther than those mentioned in (a), because cereidn the aggregate as a single
subsidiary, they would not constitute a significanbsidiary
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Exhibit 23. Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statements of McDonald’s Corporatiod the related prospectus of our
reports dated February 22, 2005 with respect t&€Cthesolidated financial statements of McDonald'sgoation, McDonald’s Corporation
management’s assessment of the effectivenesseshaltcontrol over financial reporting, and theeefiveness of internal control over
financial reporting of McDonald’s Corporation, indeed in this Annual Report (Form 10-K) for the yeaded December 31, 2004.

Commission File No.

FORM S-8 FORM S-3
33-0926 33-00001
33-2495¢ 33-6487:
33-49811 33E-2589¢
33-50701 333-5914¢
33-5884( 333-6017(

33&-0340¢ 333-8292(

33&-6503: 3339221

335-3677¢ 33312045

335-3677¢

335-7165¢

33E-12109:
33&-11577(

Ernst & Young LLP

Chicago, lllinois
March 1, 2005
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Exhibit 31.1. Rule 13a—14(a) Certification of Chief Executive Ofter

I, James A. Skinner, Vice Chairman and Chief ExgeuDfficer of McDonald’s Corporation, certify that
(1) I have reviewed this annual report on Forr-K of McDonalc's Corporation

(2) Based on my knowledge, this report does notatnrany untrue statement of a material fact orténgtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

(3) Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

(4) The registrant’s other certifying officer(s)dahare responsible for establishing and maintagmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being prejzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

(5) The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin



Date: March 4, 2005 /S/James A. Skinner

By James A. Skinne
Vice Chairman and Chief Executive Offi
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Exhibit 31.2. Rule 13a—14(a) Certification of Chief Financial Offcer

I, Matthew H. Paull, Corporate Senior Executive&/Rresident and Chief Financial Officer of McDorsi@orporation, certify that:
(1) I have reviewed this annual report on Forr-K of McDonalc's Corporation

(2) Based on my knowledge, this report does notainrany untrue statement of a material fact ortéanstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

(3) Based on my knowledge, the financial statemertd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

(4) The registrant’s other certifying officer(s)dahare responsible for establishing and maintamlisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirg @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedofee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

(5) The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent ev@tuef internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

(@) All significant deficiencies and material weaknses in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: March 4, 2005 /S/Matthew H. Paull

By Matthew H. Paul
Corporate Senior Executive Vice Presid
and Chief Financial Office

110 McDonald’s Corporation
Exhibit 32.1. Certification pursuant to 18 U.S.C. Section 1350 bthe Chief Executive Officer, as adopted pursuanta Section 906 of the
Sarbanes-Oxley Act of 2002.

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of Section 135@p@#r 63 of Title 18, United States
Code), the undersigned officer of McDonald’s Cogtimn (the “Company”), does hereby certify, to soficer’'s knowledge, that the Annual
Report on Form 10-K for the year ended DecembeRBQ4 of the Company fully complies with the reguients of section 13(a) or 15(d) of
the Securities Exchange Act of 1934 and informationtained in the Form 10-K fairly presents, innaditerial respects, the financial
condition and results of operations of the Company.

Date: March 4, 2005 /S/James A. Skinner

By James A. Skinne
Vice Chairman and Chief Executive Offi(
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Exhibit 32.2. Certification pursuant to 18 U.S.C. Section 1350 bthe Chief Financial Officer, as adopted pursuantd Section 906 of the
Sarbanes-Oxley Act of 2002.

Pursuant to Section 906 of the Sarbanes-Oxley 2002 (subsections (a) and (b) of Section 135@ptdr 63 of Title 18, United States
Code), the undersigned officer of McDonald’s Cogtimn (the “Company”), does hereby certify, to sofficer’'s knowledge, that the Annual
Report on Form 1-K for the year ended December 31, 2004 of the Comfudly complies with the requirements of sectiti(a) or 15(d) o



the Securities Exchange Act of 1934 and informationtained in the Form 10-K fairly presents, inmaliterial respects, the financial
condition and results of operations of the Company.

Date: March 4, 2005 /S/Matthew H. Paull

By Matthew H. Paul
Corporate Senior Executive Vice President
and Chief Financial Office
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Exhibit 99. McDonald’s Corporation One-year Return on Incremengl Invested Capital (ROIIC)

Return on incremental invested capital (ROIIC) measure reviewed by management to determine fibetigeness of capital deployed. One-
year ROIIC is calculated as a percentage. The ratoreis the Compar's constant rate (constant rate excludes the impfdatreign currency
translation) incremental operating income plus dejation and amortization, based on a comparisaheoturrent and prior year periods. The
denominator is the constant rate weighted averdjysigd cash used for investing activities durimgtivoyear period. Adjusted cash used
investing activities is defined as cash used feedting activities less net cash (collections) msdances of notes receivable, which do not
generate operating income. Constant rate weightedhge adjusted cash used for investing activigsiémsed on a weighting applied on a
quarterly basis detailed in the following table.

AS A PERCENT 2004 2003
Weightings:

Quarters ended March : 87.5% 12.5%
Quarters ended June 62.t 37.F
Quarters ended September 37.t 62.5
Quarters ended December 12.5 87.t

In determining the denominator used to calculaeyaar ROIIC, weightings are applied to adjusted eessd for investing activities f
each of the eight quarters in the applicable twaryeriod. These weightings reflect the relativietdbution of each quarter’s investing
activities to constant rate incremental operatim@pme. Thus, the weighting assigned in the firstrgr of 2003 is substantially less than
that assigned to the comparable 2004 period. Grew/éightings are applied to the adjusted cash fagsedvesting activities in each
quarter, the results are aggregated to arrivecabtie-year weighted average adjusted cash usé@u/&sting activities. Management
believes that weighting cash used for investing/aiets provides a more accurate reflection of thlationship between its investments
and returns than a simple average.

The reconciliations to the most comparable measenésnin accordance with accounting principles gaheaccepted in the U.S., for
the numerator and denominator of ROIIC are as\idglo

Years ended December 31, 20 Incremental change
2003
NUMERATOR:
Operating incomi $ 3,540.! $2,832.: $ 708.:
Depreciation and amortizatic 1,201.( 1,148.; 52.¢
Effect of currency translatio® (258.9
Constant rate incremental operating income plus
depreciation and amortization $ 502.¢
DENOMINATOR:
Cash used for investing activiti $ 1,383.: $1,3609.¢
Less: Net cash (collection)/issuances of notesvabke (11.2) (2.2
Adjusted cash used for investing activit $ 1,394.: $1,371.°
Weighted average adjusted cash used for investingtaes
@ $ 1,233.:
Effect of currency translatio® 6.9
Constant rate weighted average adjusted cash use
for investing activities @ $ 1,226.¢
One-year ROIIC ® 41.(%

(1) Represents the effect of foreign currency transhaly translating results at an average exchange far the periods presente
(2) Represents or-year adjusted cash used for investing activitietermined by applying the weightings describedratio each quarter



in the tweyear period ended December 31, 2C
(3) The decrease in impairment and other chargekided in the increase in operating income betw2@0¥ and 2003 benefited ROIIC by
10 percentage point
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The following trademarks used herein are the ptgpErMcDonald’s Corporation and its affiliatesthie Company: Big Mac, Big N’ Tasty,
Boston Market, Chicken McNuggets, Chicken Selegtgpotle Mexican Grill, Egg McMuffin, Filet-O-Fistim lovin’ it, McDonald's,
McFlurry, McGriddles, Quarter Pounder, Ronald McBlah Sausage McMuffin, The Golden Arches Logo ardonalds.com.
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