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Dear Mr. Ganske:

I
This is in response to your letter dated January 16, 2007 concerning the ‘ i
shareholder proposal submitted to McDonald’s by the AFL-CIO Reserve Fund, Adrian ' !
Dominican Sisters, and Sisters of Charity of the Blessed Virgin Mary. We also have |
received letters from the proponents dated Febriary 9, 2007, February 15, 2007, and
February 20, 2007. We also have received a letter from Mary Ann Baudouin dated |
February 22, 2007 regarding this matter. Qur response is attached to the enclosed : l
photocopy of your correspondence. By doing this, we avoid havmg to recite or

summarize the facts set forth in the correspondence. Copies of all of the correspondence L
- also will be provided to the proponents. . ;

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
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cc: Sister Annette M. Sinagra, OP
Corporate Responsibility Analyst
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Portfolio Advisory Board
1257 East Siena Heights Drive
- Adrian, MI 49221-1793

Sister-Gwen Farry, BVM ‘
 Sisters of Charity of the Blessed Virgin Mary

205 W Monroe, Suite 500

Chicago, IL 60606-5062

Mary Ann Baudouin

Assistant for Social Ministries

New Orleans Province of the Society of Jesus
710 Baronne Street, Suite B

New Orleans, LA 70113-1064
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Re:  Exclusion of Shareholder Proposal Submitted to
McDonald’s Corporation by the AFL-CIO Reserve Fund

Dear Ladies and Gentlemen:

On behalf of McDonald’s Corporation, a Delaware corporation (the *Company”), and
pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934 (the “Exchange Act”), we
hereby request confirmation that the staff of the Division of Corporation Finance will not
recommend any enforcement action to the United States Securities and Exchange Commission
(the “Commission™) if, in reliance on certain provisions of Rule 14a-8, the Company excludes a
shareholder proposal and supporting statements (the *“Proposal”’) submitted by the AFL-CIO
Reserve Fund (the “Proponent”) from the Company’s definitive proxy solicitation matenals (the
“2007 Proxy Materials ") relating to its 2007 annual meeting of shareholders (the “2007 Annual
Meeting”). The Adrian Dominican Sisters and the Sisters of Charity of the Blessed Virgin Mary
are co-filers of the Proposal. The Proposal relates to the adoption, implementation and
enforcement of a code of conduct (the “Proposed Code of Conduct’) based on, among other
things, the International Labor Organization’s (“JLO”) Declaration of Fundamental Principles
and Rights at Work (the “Declaration™) and other relevant [LO conventions. A copy of the
Proposat is included as Annex A. Copies of the Declaration and ILO conventions cited in the

Proposal are included as Annex B.

Introduction

As discussed below, the Company believes that the Proposal may be excluded from the
2007 Proxy Materials for the following principal reasons, each of which is discussed in more
detail herein: '

The Proposal would violate the federal proxy rules, as the resolution contained in
the Proposal is so inherently vague and indefinite as to be misteading, and thus it

may be excluded pursuant to Rules 14a-8(i)(3) and 14a-8(j).
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. The Proposal seeks to further a personal interest of the Proponent not shared by
the Company’s shareholders at large, and thus it may be excluded pursuant to
Rules 14a-8(i)(4) and 14a-8()).

. The Compény lacks the power and authority to implement the Proposal, and thus
it may be excluded pursuant to Rules 14a-8(i)(6) and 14a-8(j).

. The Proposal deals with a matter relating to the Company’s ordinary business
operations, and therefore the Company may properly exclude the Proposal from
the 2007 Proxy Materials pursuant to Rules 14a-8(i)(7) and 14a-8().

. The Company has substantially implemented the Proposal, and therefore the
Company may properly exclude the Proposal from the 2007 Proxy Materials
pursuant to Rules 14a-8(i)(10) and 14a-8(j).

In accordance with Rule 14a-8(j), six copies of this letter and its attachments are
enclosed. In addition, by copy of this letter and its attachments, the Company is informing the
Proponent and each of the co-filers of the Company’s intention to exclude the Proposai from the
2007 Proxy Materials. The Company intends to file its deﬁmnve proxy materials with the
Commission 80 or more days after the date of this letter.

Background Information on the Company and Its Operations

Because the Proposal seeks to regulate the Company’s business operations, as well as
those of its franchisees, licensees, suppliers, distributors and subcontractors, we believe some
general information relating to the Company’s business and operating structure may be helpful to
the staff. The Company’s primary business is to franchise and operate McDonald’s restaurants
worldwide. Of the more than 30,000 McDonald’s restaurants currently in operation, only
approximately 8,000 are actually operated by the Company. More than 22,000 McDonald’s
restaurants are operated by independent franchisees and licensees. Under the conventional
twenty-year franchise arrangement, franchisees provide capital by initially investing in the
equipment, signs, seating and décor of their restaurant businesses, and by reinvesting in the
business over time. The Company generally shares the investment by owning or leasing the land
and building. Franchisees contribute to the Company’s revenue stream through payment of rent
and service fees based upon a percent of sales, with specified minimum rent payments, along
with initial fees. Under the Company’s developmental license arrangement, licensees provide
capital for 100% of the business, including the real estate interest, and the Company receives a
royalty based on a percent of sales. '

The employees of the McDonald’s restaurants that are operated by franchisees or
licensees are not employees of the Company, but rather of the relevant franchisee or licensee.
Approximately 73% of the employees in McDonald’s restaurants are employed by franchisces
and licensees of the Company. The franchisees and licensees of the Company are the exclusive
employers of their employees, and the Company does not have any joint employer relationship
with any of those entities:

CLI-1476510v10
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In addition, the Company, its franchisees, licensees and affiliates purchase food,
packaging, equipment and other goods from numerous independent suppliers. Independently
owned and operated distribution centers distribute products and supplies to most McDonald’s
restaurants. The employees of those suppliers and distributors and their subcontractors are
likewise not employees of the Company, and the Company does not have any direct relationship
with employees of those entities, or any joint employer relationship with its suppliers,
distributors and subcontractors.

The Company’s Reasons for Exclusion of the Proposal

1. The Proposal would violate the federal proxy rules, as the resolution contained
in the Proposal is so inherently vague and indefinite as to be misleading, and thus it may be
excluded pursuant to Rules 14a-8(i)(3) and 14a-8(j). ’

Rule 14a-8(i)(3) states that a shareholder proposal may be excluded if the proposal or its
supporting statement is contrary to the proxy rules. The staff has consistently taken the position
that shareholder proposals that are inherently vague and indefinite are excludable under Rule
14a-8(i)(3) as inherently misleading because neither the shareholders nor the Company’s board
of directors would be able to determine, with any reasonable amount of certainty, what action or
measures would be taken if the proposal were implemented. See The Procter & Gamble
Company, SEC No-Action Letter, 2002 SEC No-Act. LEXIS 768 (October 25, 2002) (permitting
exclusion of a proposal requesting that the board of directors create a specific type of fund as
vague and indefinite where the company argued that neither the shareholders nor the company
would know how to implement the proposal); Philadelphia Electric Company, SEC No-Action
Letter, 1992 SEC No-Act. LEXIS 825 (July 30, 1992) (permitting exclusion of a proposal
regarding the creation of a committee of shareholders because the proposal is so inherently vague
and indefinite that neither the shareholders nor the company would be able to determine exactly
what actions or measures the proposal requires); and NYNEX Corporation, SEC No-Action
Letter, 1990 SEC No-Act. LEXIS 51 (January 12, 1990) {permitting exclusion of a proposal
relating to non-interference with the government policies of certain foreign nations because it is
so inherently vague and indefinite that any company action “could be significantly different from
the action envisioned by the shareholders voting on the proposal”).

The Proposal is inherently vague and indefinite, as neither the shareholders voting on the
Proposal nor the Company, in implementing the Proposal, would be able to determine with any
reasonable certainty exactly what actions or measures the Proposal requires:

. The Proposal states that the Proposed Code of Conduct is to be based upon the
Declaration as well as certain ILO conventions. However, the Declaration itself
refers in turn to principles and rights contained in the ILO’s constitution and other
declarations and conventions. The text of those principles and rights are not
specifically set forth within the Declaration. Also, while the Proponent has
attempted to summarize its interpretation of the ILO conventions referenced in the
Proposal, the actual text of those conventions contains additional language not
included in the Proposal. For example, Article 1 of Convention 11 states that

CLI-1476510v10
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“[e]ach Member of the International Labour Organisation which ratifies this
Convention undertakes to secure to all those engaged in agriculture the same
rights of association and combination as to industrial workers, and to repeal any
statutory or other provisions restricting such rights in the case of those engaged in
agriculture.” Additionally, the ILO conventions listed in the Proposal as well as
those set forth or referenced in the Declaration are designed to be adopted and
implemented by nations, not corporations. For example, Convention 29 relates to,
among other things, when and how the competent authority or government of a
member nation may impose forced labor on its citizens. Convention 105 requires
each adopting nation *not to make use of any form of forced or compulsory labour
... as a means of political coercion ot education or as a punishment for holding or
expressing political views or views ideologically opposed to the established
political, social or economic system.” Finally, certain conventions cited by the

" Proponent permit exceptions. For example, the provisions of Convention 1
contain exceptions for individual nations, including India, China, and Greece, all
of which are countries where the Company does business. Accordingly, the -
directors and shareholders of the Company would have no way of knowing
exactly what principles, rights and conventions would be acceptable to the
Proponent for the Proposed Code of Conduct.

. The Proposal requests that the Company’s directors “adopt, implement and
enforce a revised company-wide Code of Conduct, inclusive of suppliers and sub-
contractors.” The Proposal does not, however, define what “company-wide”
would include, that is, whether it would include only the Company and the
approximately 8,000 McDonald’s restaurants operated by the Company, or would
it also include the more than 22,000 McDonald’s restaurants operated by
independent franchisees and licensees. Further, the Proposal does not provide any
guidance on how the Proposal should be implemented and enforced. Even ifthe
Company could implement and enforce the Proposed Code of Conduct with
respect to its own employees, how could the Company do so with respect to the
employees of its franchisees and licensees, which' operate a substantial majority of
the McDonald’s restaurants worldwide, as well as the various growers, harvesters,
processors, packagers, shippers, distributors and subcontractors within the supply
chain for its products, given that the Company has no direct relationship with
many of those parties, nor the power and authority to dictate their employment

. practices?

. What are “violations of human rights in McDonald’s supply chain” that are
referred to in the third whereas clause? Are these actual alleged violations or
potential violations? Is the Proposed Code of Conduct meant to apply to all
human rights violations? How can the Company remedy those violations on its
own? Additionally, while the Company recognizes that the Commission does not
edit the specific wording of a proposal, the reference to “cases of modemn-day
slavery” in the second whereas clause is incendiary and untrue. The staff has

4
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stated that reliance on Rule 142-8(1)(3) may be aﬁpropriate if statements contained
in the proposal directly or indirectly make charges concerning improper, illegal or
immoral conduct or association, without factual foundation.

How would the Company implement the requlrement in the Proposal to give
worker representatives “access to all workplaces necessary to enable them to carry
out their representation functions” without dlsruptmg the operations at the
restaurants the Company operates? Would this be during working hours or at any
time? What work areas would be involved? Such broad access would be very
disruptive and would likely create additional costs to the detriment of
shareholders. Even if the Company could satisfy these requirements with respect
to the restaurants it operates, it would not have the authonty or the ability to
implement and enforce these requirements with respect to the restaurants operated
by its franchisees or licensees or any of the operations of its suppliers, distributors
or subcontractors. '

'

Since the Proposal is so inherently vague and indefinite that nelther the shareholders nor the
Company’s directors would be able to determine what actions or measures the Proposal requires,
it may be excluded from the 2007 Proxy Materials pursuant to Rule 14a-8(1)(3).

2,

The Proposal seeks to further a personal mteres; of the Proponent not shared by -

the Company’s shareholders at large, and thus it may be excluded pursuant to Rules 14a-
8(i}(4) and 14a-8(j). I )

- Rule 14a-8(i)(4) permits the omission of a stockholder proposal that deals with a matter
that is designed to result in a benefit to a proponent and to further a proponent’s personal interest
that is not shared by the other shareholders at large. According to Securities Exchange Act
Release No. 12999 (November 22, 1976), this rule was developed “because the Commission
does not believe that an issuer’s proxy materials are a proper forum for airing personal claims or
grievances.” Similarly, in Securities Exchange Act Release No., 19135 (October 14, 1982), the
Commission stated that allowing “a person to air or remedy some personal claim or grievance or
to further some personal interest . . . is an abuse of the security holder proposal process, and the
cost and time involved with dealing with these situations do a disservice to the interests of the
issuer and its security holders at large.”

Although the Company recognizes that an exclusmn under Rule 14a-8(1)(4) may
sometimes involve a subjective determination as to the proponent s intent, in this case the benefit
to the Proponent is clear on the face of the Proposal. The Proponent *“urge(s] the Board of
Directors to adopt, implement and enforce a revised company-wide Code of Conduct,” that,
among other things, entitles workers to form and join trade unions and to bargain collectively.

According to the constitution and mission statement of the AFL-CIO, its purpose is to
organize workers into unions, to recruit and train the next generation of labor organizers, and to
create a broad understanding of the need to organize among its members, its leadership and
unorganized workers. Further, at the AFL-CIO’s 2005 convention, it resolved to “unite [its]

CLI-1476510v10
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energies and resources to help workers organize by mobilizing a larger, more active constituency
in support of their fundamental freedom to form unions and bargain collectively to gain a voice
at work . . . [and to] make the freedom to organize and bargain collectively an essential part of
[its] political mobilization.” In addition, the Farm Labor Organizing Committee (the “FLOC”)
is an affiliated member of the AFL-CIO, and the purpose of the FLOC is to organize agricultural
workers, including many of the workers employed by the Company’s suppliers, distributors and
subcontractors. If the Proposal were to be implemented, the Proponent would receive a direct
and immediate financial benefit in the form of an increased ability to unionize workers at the
Company and the franchisees, licensees, suppliers, distributors and subcontractors of the
Company. This benefit would accrue to the Proponent not as a result of its status as a
shareholder of the Company, but rather as a result of its status as a labor organizer, and would
not be shared by other of the Company’s shareholders at large.

Omission of the Proposal is consistent with prior Staff positions permitting the exclusion,
under Rule 14a-8(i)(4) and its predecessor Rule 14a-8(c)(4), of proposals in which the proponent
has a personal interest that is not shared with other shareholders at large.. See General Electric
Company, SEC No-Action Letter, 2006 SEC No-Act. LEXIS 13 (January 9, 2006) (proposal
relating to alleged criminal conduct and the Sarbanes-Oxley Act); Morgan Stanley, SEC No-
Action Letter, 2004 SEC No-Act. LEXIS 59 (January 14, 2004) (proposal requesting adoption of
a policy regarding the redress of grievances); The Dow Chemical Company, SEC No-Action
Letter, 2003 SEC No-Act. LEXIS 323 (March 5, 2003) (proposal requesting an investigation of
the use of certain chemicals and effect on employees); Union Pacific Corporation, SEC No-
Action Letter, 2000 SEC No-Act. LEXIS 75 (January 31, 2000) (proposal requesting that the
company repeal a pension plan provision that was deemed detrimental to the proponents);
International Business Machines Corporation, SEC No-Action Letter, 1998 SEC No-Act.
LEXIS 66 (January 20, 1998) (proposal requesting that the company increase the minimum
pension benefit to retirees, where the proponent was a retiree of the company); General Electric
Corporation, SEC No-Action Letter, 1997 SEC No-Act. LEXIS 462 (January 29, 1997)
(proposal requesting a review and report on activities in Northern Ireland, where proponent had
been attempting to organize a plant for over seven years), McDonald’s Corporation, SEC No-
Action Letter, 1992 SEC No-Act. LEXIS 400 (March 23, 1992) (proposal that three-quarters of
the Board of Directors be free of any potential conflicts of interest excluded because proponent
franchisee had history of personal grievances with the corporation); and McDonald's
Corporation, SEC No-Adtion Letter, 1991 SEC No-Act. LEXIS 492 (March 185, 1991) (proposal
that corporation sell real property leased to franchisees excluded because of personal interest of
proponent franchisee).

Accordingly, since the Proposal deals with a matter that is designed to result in a benefit
to the Proponent and to further a personal interest that is not shared by the other shareholders at
large, the Company believes that the Proposal may be excluded pursuant to Rule 14a-8(i)(4).

CLI-1476510v10 I
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3. The Company lacks the power and authority to implement the Proposal, and

thus it may be excluded pursuant to Rules 14a-8(i)(6) and 14a-8(j).

Rule 14a-8(i)(6) provides that a proposal may be excluded “if the company would lack
the power or authority to implement the proposal.” The Proponent urges the Board of Directors
of the Company to adopt, implement and enforce the Proposed Code of Conduct that would
apply on a “company-wide” basis — which may include not only the Company and the
McDonald’s restaurants that it operates, but also the more than 22,000 McDonald’s restaurants
operated by franchisees and licensees — as well as to the Companiy’s suppliers, distributors and
subcontractors. As stated earlier, those parties are separate entities from the Company, and their
employees are not employees of the Company. Accordingly, the Company does not have power
or authority over the employment practices of its franchisees, licensees, suppliers and
subcontractors. In fact, the Company does not even have direct working relationships with many
of those parties. For example, the Company could not mandate that certain overtime policies,
anti-discrimination policies or other workplace standards be implemented at all of the growers,
harvesters, processors, packagers, shippers, distributors and subcontractors that service or supply
products to the Company and its franchisees and licensees. Similarly, the Company could not
mandate that those policies or standards be implemented by its franchisees or licensees with
regard to their employees. Accordingly, the Company may properly exclude the Proposal from
the 2007 Proxy Materials under Rule 14a-8(i)(6).

As stated earlier, the Company does not have a direct relationship with many of the
parties the Proposal seeks to cover. Moreover, even the Company’s ability to attempt to cause its
franchisees, licensees, direct suppliers and distributors to change their employment practices to
conform with the Proposed Code of Conduct would be severely limited. The Company’s
relationship with these third parties is only a contractual one, and in most cases the contracts are
for extended periods of time. The Company would be required to renegotiate its existing
contracts in order to add provisions related to these employment practices, and its ability to cause
those parties to change their employment practices could not be assured. As a result of those
renegotiations, the Company may also be required to give up certain rights under the applicable
contracts, which could adversely affect the Company and its shareholders.

Further, staff guidance indicates that a company lacks the power and authority to
implement a proposal if the proposal “is so vague and indefinite that [the company] would be
unable to determine what actions should be taken.” International Business Machines Corp. SEC
No-Action Letter, 1992 SEC No-Act LEXIS 34 (January 14, 1992). As discussed in Section 2
above, the Proposal is so vague and indefinite that the Company would not be able to determine
what actions or measures the Proposal requires for its employees. This problem would be even
greater with regard to trying to implement and enforce the Proposed Code of Conduct with
respect to the employees of its franchisees, licensees, suppliers, distributors and subcontractors
over which the Company does not have power and authority.

The Proposal is also distinguishabie from similar proposals denied no-action relief. In
The TJX Companies, Inc., SEC No-Action letter, 2002 SEC No-Act. LEXIS 580 (April 5, 2002),
the company sought to omit a proposal that requested the board of directors commit to the

CLI-1476510v10 !
|

t




Office of Chief Counsel i JONES DAY
Division of Corporation Finance ‘
Securities and Exchange Commission
January 16, 2007
Page 8

implementation and of a code of conduct based on the ILO human rights standards and a
program of outside, independent monitoring of compliance with those standards but was denied
no-action relief. See also Revion, Inc., SEC No-Action Letter, 2002 SEC No-Act. LEXIS 618
(April 5, 2002); and The Stride Rite Corporation, SEC No-Action Letter, 2002 SEC No-Act.
LEXIS 65. Unlike those proposals, the Proposal does not state how it should be enforced once it
has been implemented, and thus is distinguishable. '

4, The Proposal deals with a matter relating to the Company’s ordinary business
operations, and therefore the Company may properly exclude the Proposal from the 2007
Proxy Materials pursuant to Rules 14a-8(i)(7) and 14a-8(j).

Under Rule 14a-8(i)(7), a company may properly exclude a proposal dealing with a
matter relating to the conduct of the company’s ordinary business operations. The policy
underlying Rule 14a-8(i)(7) is that a corporation’s management is responsible for ordinary
business operations, and thus matters relating to those ordinary operations are not proper subjects
for shareholder proposals. The staff has determined that proposals for the adoption of codes of
ethics and conduct that would apply to relations between a company and its employees,
customers, shareholders or the public may be excluded pursuant to Rule 14a-8(i)(7) because they
relate to matters involving ordinary business operations. See, e.g., Barnett Banks, Inc., SEC No-
Action Letter, 1995 SEC No-Act. LEXIS 947 (December 18, 1995) {(permitting exclusion of a
proposal that a company prepare and issue a comprehensive code of ethics for public
dissemination); USX Corporation, SEC No-Action Letter, 1995 SEC No-Act. LEXIS 1005
(December 28, 1995) (permitting exclusion of a proposal requesting that the board adopt and
maintain a code of ethics); McDonald’s Corporation, SEC No-Action letter, 1990 SEC No-Act.
LEXIS 517 (March 19, 1990) (allowing exclusion of a proposal directed at the content and
_ implementation of standards on such matters as the company’s management, its
employer/employee relations and its customer and business policies); and Costco Warehouse
Corporation, SEC No-Action Letter, 2003 SEC No-Act. LEXIS 817 (December 11, 2003)
(permitting exclusion of a proposal requesting the board to develop a thorough code of ethics
that would also address issues of bribery and corruption). :

The Proposal, which requests that the Company’s Board of Directors adopt, implement
and enforce the Proposed Code of Conduct, infringes on management’s core function of
overseeing the Company’s business practices with respect to its dealings with its employees.
The Company, as part of its business dealings, has determined the appropriate policies and
procedures to be followed in the conduct of its business, and, by the adoption and
implementation of its policies, including the McDonald’s Code of Conduct for Suppliers, a copy
of which is attached as Annex C (the “Code”), has made that conduct a part of its ordinary
business operations.

Although certain of the topics addressed by the Proposed Code of Conduct may touch on
broader policy issues, these are interspersed with other matters that clearly relate to ordinary
business matters that do not raise significant policy issues. Through its various requirements, the
Proposal addresses not just prohibitions on forced labor, but also the rates and payment of
employee wages; it seeks to dictate general employee relations between the Company and its
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employees as well as the relationship between growers, harvesters, processors, packagers,
shippers, distributors, subcontractors, franchisees, licensees and their employees; it relates not
just to the Company’s operations, but also those of its suppliers, subcontractors, franchisees and
licensees. An integral part of the daily conduct of ordinary business operations is the
relationship between management and its employees. The negotiation of wages, hours and
working conditions is a basic business issue faced by any employer. If shareholders were
presented with this Proposal and if they adopted it, they would be interfering with the conduct
and administration of the business by dictating day-to-day management of the Company’s
business as well as the day-to-day management of the business of the growers, harvesters,
processors, packagers, shippers, distributors, subcontractors, frarichisees and licensees that would
be affected by the Proposed Code of Conduct. Accordingly, the Company may properly exclude
the Proposal from its 2007 Proxy Materials pursuant to Rule 14a-8(i)(7) and Rule 14a-8(j).

The Proposal is also distinguishable from similar proposals denied no-action relief
because it relates generally to management’s relations with its employees. The Proposal relates
directly to the Company’s employment policies and practices for its general workforce, as well
as policies and practices for third party suppliers, distributors, subcontractors, franchisees and
licensees. ' '

5. The Company has substantially implemented the Proposal, and therefore the
Company may properly exclude the Proposal from the 2007 Proxy Materials pursuant to Rules
14a-8(i)(10) and 14a-8(j). ‘

Rule 14a-8(i)(10) authorizes a company to exclude a shareholder proposal from its proxy
soliciting materials if the company has “substantially implemented” the action requested.
According to the Commission, the exclusion provided in Rule 14a-8(i)(10) “is designed to avoid
the possibility of shareholders having to consider matters which have already been favorably
acted upon by the management.” Securities Exchange Act Release No. 34-1 2598 (July 7, 1976).
The staff has consistently taken the position that shareholder proposals have been substantially
implemented within the meaning of Rule 14a-8(i)(10) when the company already has policies,
practices and procedures in place relating to the subject matter of the proposal, or has
implemented the essential objective of the proposal. See, e.g., Telular Corp., SEC No-Action
Letter, 2003 SEC No-Act, LEXIS 798 (December 5, 2003); Cisco Systems, Inc., SEC No-Action
Letter, 2003 SEC No-Act. LEXIS 660 (August 11, 2003); The Talbots, Inc., SEC No-Action
Letter, 2002 SEC No-Act. LEXIS 560 (April 5, 2002); The Gap, Inc., SEC No-Action Letter,
2001 SEC No-Act, LEXIS 391 (March 16, 2001).

Policies Relating to the Company’s Employees. The Company believes that all
employees deserve to be treated with dignity and respect. Moreover, the Company is committed
to a policy of complying with the law wherever it does business and maintaining high standards
of business conduct. As a result, the Company has established a well-respected record and
reputation for business honesty and integrity. These principles apply globally, form the basis for
the Company’s own ethical business practices and are cornerstones to the Company’s success.
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The policies relating to the working conditions included in the Company’s employment
policies and practices, including its Standards of Business Conduct and People Principles, copies
of which are attached as Annexes D and E, respectively (the “Employee Policies™), substantially
implement the essential objectives of the Proposed Code of Conduct. Although no written code
can provide rules for handling every ethical issue that might arise or incorporate all of the laws
and policies that apply to the Company’s worldwide business, the Standards of Business Conduct
establish a foundation in the Company’s core values, provide an orientation to ethical business
conduct, offer guidance in a wide range of issue areas, and identify resources for questions and
concerns. The Employee Policies that address the concerns of the Proposal include:

McDonald’s Diversity, Equal Opportunity and Non-discrimination and Non-harassment
Policies. The Company already has adopted written diversity, equal employment opportunity,
and non-discrimination and non-harassment policies. Pursuant to its Standards of Business
Conduct, the Company supports fundamental human rights for all people, will not employ
underage children or forced laborers, prohibits physical punishment or abuse and complies with
all employment laws in every market where it operates. Further, the Standards of Business
Conduct states that each of the Company’s employees throughout the world deserves to be
treated with faimess, respect and dignity, that the Company’s employees have the right to work
in a place that is free from harassment, intimidation or abuse, sexual or otherwise and that verbal
or physical conduct that demeans another, unreasonably interferes with another’s work
performance or creates an intimidating, hostile or offensive work environment will not be
tolerated. In addition, through its People Principles, the Company welcomes the diverse ideas of
its employees and their rights to freedom of expression. Together, these policies provide equal
access to jobs, promotions, transfers, pay increases, training and development opportunities and
all other terms and conditions of employment without regard to arbitrary considerations,
including but not limited to race, color, sex, religion, national origin, age, disability, veteran’s
status, sexual orientation or other prohibited basis. These policies also specifically prohibit
harassment of employees based on the outlined factors by managers, coworkers, customers,
suppliers or vendors.

Child Labor. The Company does not employee underage children.

Compensation. The Company provides pay that is fair and competitive. In this regard,
“competitive” is defined as at or above local market practices. Local and regional management
are vigilant in their monitoring of local labor competition, aware of market pay and benefits, and
are creative in their approach to competitive advantage. The Company’s compensation
philosophy aims to ensure that its local business units offer compensation packages that attract,
motivate, reward and retain talented and engaged people who will deliver strong performance
and help the Company achieve its business goals. Compensation is structured to foster improved
performance and employee satisfaction. Employees receive consistent performance reviews and
scheduled, timely merit increases.

Forced Labor. The Company does not utilize any form of corporal punishment and does
not use any forced or other involuntary labor. :

CLI-1476510v10




Office of Chief Counsel . . JONES DAY
Division of Corporation Finance

Securities and Exchange Commission

January 16, 2007

Page 11

Reporting by the Company. The Company’s periodic Corporate Respomnsibility Report
provides information about many aspects of the Company’s business, including its people, its
relationship with suppliers, the environment and the communities it serves. The most recent
report, published in August 2006, is attached as Annex F. Among other things, the 2006 report
includes a discussion of key indicators to measure the Company’s performance and progress as a
socially responsible organization, including its people practices and its scope of influence as a
large purchaser of food products and ingredients. The Company makes this report available to
anyone requesting it. The current and previously issued reports are also available on the
Company's website. .

Policies Relating to Employees of the Company’s Suppliers. The Cornpany strongly
believes that those suppliers who are approved to do business with the Company should share the
Company’s commitment to complying with the law wherever it does business, and to
maintaining high standards of business conduct. Accordingly, the Company will refuse to
approve or do business with those who do not uphold, in action as well as words, the same
principles. For these reasons, the Company established the Code. Compliance with the Code is
a standard contractual requirement for suppliers of product and is the responsibility of each
individual supplier. Suppliers must ensure that their subcontractors comply with the Code for
employees working on product supplied to the Company. Failure to comply with this policy is
sufficient cause for the Company to exercise its right to terminate a supplier. In addition, it is a
standard contractual requirement that the Company reserves the right to conduct periodic,
unannounced inspections of suppliers and their facilities and business practices to verify
compliance with these standards. The policies relating to the working conditions included in the
Code substantially implement the essential objectives of the Proposed Code of Conduct. The
Code’s principles relating to employees of the Company’s suppliers that address the concerns of
the Proposal include: !

Forced Labor. The Code expressly forbids the use of forced or other involuntary labor
by a supplier. Likewise, the use of labor under any form of indentured servitude is prohibited.
The Code also strictly forbids suppliers to utilize factories or production facilities that force work
to be performed by unpaid or indentured laborers or those that must otherwise work against their
will, nor can they contract for the production of products for the Company with subcontractors
that utilize such practices.

Wages and Hours. The Code requires supplier employees working on product supplied
to the Company to be fairly compensated and provided with wages and benefit that comply with
applicable national and local laws. This includes appropriate compensation for overtime work
and other premium pay situations required by applicable national and local laws. If local laws do
not provide for overtime pay, suppliers are required to pay at least regular wages for overtime
work. :

Further, suppliers must ensure that all employees working on preducts supplied to the
Company do so in compliance with all applicable national and local laws and with published
industry standards pertaining to the number of hours and days worked. Such employees are to be
provided with reasonable daily and weekly work schedules and adequate allowance is to be made
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for time off. The Code sets standards on maximum work weeks and provides for adequate time
off.

Harassment; Rights of Workers. The Code expressly prohibits the use of physicél
punishment, confinement, threats of violence or othqr forms of physical, sexual, psychological or
verbal harassment or abuse as a method of discipline or control. |

Discrimination. The Code requires suppliers to implement a policy that conforms to
local and nationa! law prohibiting discrimination in hiring and employment practices on the
ground of race, color, religion, sex, age, physical ability, national origin or any other applicable
prohibited basis.

Child Labor. The Code strictly prohibits the use of child labor by suppliers. Suppliers
are prohibited from using workers under the legal age of employment for the type of work in the
country where the suppliers perform work for the Company.

Reporting and Inspections. Pursuant to the Code, it is a'standard contractual requirement
that each supplier shall designate one or more of its management staff to be responsible for
monitoring their factories and production facilities, and the production facilities of their
subcontractors used in production of products for the Company, for compliance with the
standards set forth herein. Each supplier must conduct such monitoring no less frequently than
on an annual basis. It is a standard contractual requirement that the Company reserves the right
to conduct or have its designee conduct unannounced inspections of suppliers’ and their business
practices, records, facilities, and, where provided by supplier, housing accommeodations, as well
as private interviews with employees. Suppliers must keep all information necessary to
document compliance with these standards readily accessible. Any supplier who refuses to allow
such inspections or interviews, or who does not comply with these standards, is subject to
immediate termination of its status as an approved supplier.

As indicated by these examples from the Employee Policies, the Code and the reporting
mechanisms described above, the Company believes it has substantially implemented the
Proposal. Even though the language of the Proposal differs from the Employee Policies and the
Code, it is well-established in staff no-action letters that a company need not be compliant with
every detail of a proposal in order to exclude it under Rule 14a-8(i)(10). Proposals need not be
implemented precisely as presented in order to be omitted under Rule 14a-8(i)(10), and
differences between a company’s action and the proposal are permitted so long as a company’s
actions satisfactorily address the underlying concerns of the proposal. See, e.g., Masco
Corporation, SEC No-Action Letter, 1999 SEC No-Act. LEXIS 390 (March 29, 1999)
(permitting exclusion of a proposal seeking the independence of directors on **substantially
implemented” grounds after the company adopted a version of the proposal that included some
slight modifications and a clarification as to one of the terms). As noted above, the Code and the
Employee Policies substantially implement the Proposed Code of Conduct because they address
the underlying concerns of the Proposed Code of Conduct, notwithstanding the differences
between the Proposed Code of Conduct, the Code and the Employee Policies. Accordingly, the
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Company has substantially implemented the Proposal, and may properly exclude the Proposal
from the 2007 Proxy Materials pursuant to Rules 14a-8(i)(10) and 14a-8(}).

Conclusion

On the basis of the foregoing, the Company respectfully requests that the staff confirm
that it will not recommend any enforcement action to the Commission if the Company excludes
the Proposal from the Company’s 2007 Proxy Materials. Should the staff decide not to provide
such confirmation, the Company respectfully requests that the undersigned be notified and given
an opportunity to discuss that decision with the staff. We ask that the staff provides its response
to the undersigned, via facsimile at 216-579-0212, and to McDonald’s Corporation, attention of

Gloria Santona, Executive Vice President, General Counsel and Secretary, via facsimile at 630-
623-0497.

If you have any questions or would like any additional information regarding the
foregoing, please do not hesitate to contact the undersigned at 216-586-7264.

Sincerely,

éﬁ,%é‘ml‘_ /rjo .

Lyle G. Ganske

1
cc: Gloria Santona, McDonald’s Corporation

CL1-1476510v10
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McDaopald's Corporation ~ Human Rights Standards

Whersas, we believe McDonald's purchases significant amounts of produce, such as tomatoes, forits
sandwiches and salads, and . ,

Deparment of Justice has successfully prosecuted several cases of modern-
day slavery in the U.S. egricultural industry since 1996, involving over 1,000 workers, (s¢e, for example,
S v, Flores; US v. Cuello; US v. Tecum) and there is increasing public

US v. Ramos; US v. Les; U :
awareness and media coverage of the sweatshop conditions and abuses thal many agricultural workers

face, and

‘Whereas, we_ believe violations of human rights in McDonald's supply chein can lead to negative
publicity,'public'protests, and a [oss of consumer cqnﬁdenca' that can have a negative impast on

shareholder value, and

Whereas, the United States

s current Code of Conduct for suppliers is based heavily on compliance with the law
and U.S. agricultura! workers are excluded

example, National Labor Relations Act of
andards Act of 1 938. 29.0U.8.C. § 201, 213),

Whereas, McDonald'
("McDonald's Code of Conduct for Suppliers, pages 2,3,4),

from wiany labor laws that apply to other U.S. workers (for
1935, 29 U.S.C. § 151 et 5eq.; portions of the Fair Labor St
and '
Whereas, other multi-national corporations, including other large produce purchasers, have implemented
enforceable and meaningful codes of conduct for their supply chains based on intemational human rights
standards, sgch as the International I:abor Organization's ("ILO") standards, and '

W_hercss.‘in our opinion as shareholders, enforceable human rights cogcs of conduct based on the [LO's
Declaration on Fundamental Principles and Rights at Work and other conventions and are essential if
consumer and investor confidence in cur company’s commitment to human rights is to be maintained,

be it resolved that the shareholders urge the Board of Dircctofs to adopt, implement, and
_enforce 2 revised company-wide Code of Conduct, inclusive of suppliers and sub-contractors, based on
{he Intemational Labor Organization's ("ILO") Declaration on Fundamental Principles and Rights a1 Work

and the following other relevant [LO conventions: .

Therefore,

* Employment shall be freely chosen. There shall be no use of forced labor, including bonded or
voluntary prison laber (ILO Conventions.29 and 105); '
. ' )
+ Workers are entitled to overtime pay when working more than 8 hours per day (ILO Convention
1y ' .
* All workers have the right to form and join wrade unions and to bargain collectively. (ILO
Conventions 11, 87, 98, 110);

the subject of discrimination. and shall have access to all

* Worker represcntatives shall not be
their representation functions (ILO Convention 135).

workplaces necessary (o enable them 1o carry out

The Board should also prépare @ report at reasonable cost to shareholders and the pubiic conceming the
implementation and enforcement of this policy. a oo

[
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ILO DECLARATION ON

Enoli;”; | Frln;nll | Elpunol SEARCN i T(‘.H or TH!: DECLARAI‘IOH

HOME | o ' _

GUTrTHEDECLAFIATION _Decla ratlon . . INTRO| BACKGROUND | HISTORY

: e i M " , ‘
THE ISSUES" ) DECLARATION TEKTI FOLLOW-UP | REFERENCES
EVENTSANDII\HTIATIVES ‘ i
PHODUCTSAND PUBUCA”ONS Arabic | Chinese | English | French | German | Spanish | Russian
.PRO"ECTS e ILO Declaration on Fundamental Prmmpies
FORCED L4 U\BOUR I and Rights at Work |
PHOTODATABASE ) 86th SESSIO"I, Geneva June 1998 !
VMEDIA :
VOICES ATWOFII( o
Whereas the ILO was founded in the conviction that soclal justice is

LINKS . : essential to universal and lasting peace; | :
CONTACT us ' 3

Whereas economic growth is essential but rigt sufficient to ensure equity,

social progress and the eradication of poverty, confirming the need for the

ILo to promote strong soclat policles, justice and democratic instituticns;

. ! - " . N . : ‘1 A
whereas the 1LO should, now more than ever, draw upoen all its standard-
setting, technical cooperation and research resolrces in all its areas of
competence, In particular employment, vocational training and working

_ condltions, ta ensure that, In the context of a global strategy for economic
and social development, economic and social pollcles are mutually -
reinforcing components tn order to.create broad- based sustainable
deveiopment

!

t

Whereas the ILO should give speclal attention to the problems of persons
with special soclal needs, particularly the unemp!oved and migrant
workers, and mobillze and encourage internatignal, regional and national
efforts atmed at resolving thelr problems, and promote effective poumes
aimed at job creatlor:,

Whereas, in seeking to maintain the Ilnk between social progress and
economic growth, the guarantee of fundamental principles and rlghts at

.- work is of particular significance in that It enables the persons concerned
to claim freely and on the basis of equality of opportunity, their fair share
of the wealth which they have helped to generate, and to achieve fully
their human potentlal; }

Whereas the [ILO is the constitutionally mandated international
organization and the competent body to set and deal with international
labour standards, and enjoys universal support and acknowledgement in
promoting Fundamental Rights at Work as the expression of its
constitutional prtnciples ) -

whereas It is urgent, In 3 situation of growing ec&nomic interdependence,
to reaffirm the immutable nature of the fundamental principles and rigtits
embodied in the Constltution of the Organization and to promote thelr
unlversal application;

: b
: {TOP ] : .k
) S I
The International Labour Conference i |

1. Recalls: l

http://www.ilo.org/dyn/declaris/DECL;ARATIONWEB.static _jump?vax;‘_language=EN&v...
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{a) that in freely jolning the ILO, all Members have endarsed the principles
. . and rights set out in‘its Constitution and in the Declaration of Philadelphia,
" and have undertaken to work towards attalnlng the overall objectives of
the Crganization to the best of thelr resources and fully in'line with their
specific circumstances; .

{b) that these princlples and rights have been'expres'sed and developed In
the form of speclfic rights and obligations in Conventions recognized as
fundamental both inside and outside the Organizatlon

2. Declares that all Members; even o they have not ratlf'ed the
Conventions in question, have an obligation arlslng from the very fact of
membership in the Organization o respect, to promote and to realize, In
good faith and in accardance with the Constltution, the principles
concerning the fundamental rights which are the subject of those

» Conventuons, namely:
'

- o
(a) freedom of assoclatlon and the effective recognition of the right to
collectlve bargaining; oo

. . . ! i .
(b) the elimination of all forms of forced or compulsory labour;

. 1

{c) the effective abolition of child labour; and '
. i .
(d) the elimination of dlscrlmlnation in respect of employment and
occupation i
i

3. Recognizes_the obligation on the Organlzatibn to assist its Members, in
response to their established and expressed needs, in-order to attain these
objectlves by making full use of its constitutional, operaticnal and
budgetary resources, including, by the mobilization of external resources
and support, as well as by encouraging other international organizations

" with which the ILO has established relations, pursuant to article 12 of lts
Constltutlon, to support these efforts : .

3

“{a} by offering technical cooperation and advisory services to promote the
ratificatlon and Implementation of the fundamental! Conventions;
. . | ' [
(b) by assisting those Members not yet in a position to ratify some or ali of
-these Conventions in their efforts to respect, to promate and to realize the
principles concerning fundamental | rights whlch are the subject of these
Conventions and i

-(c) by he!ping the Members in thelr efforts to- cjreate a climate for economic

and social development,

H
4, Decides that, to give full effect to this Declai’atton, a promotional follow-
up, which Is meaningful and effective, shall beiimplemented in accordance
with the measures specified in the annex hereto, whlch shall be considered
as an integral part of this Declaration. .

S, Stresses that labour standards should not be used for protectionist trade

purpeses, and that nothing in this Declaration and its follow-up shall be
invoked or otherwise used for such purposes; in addition, the comparative
advantage of any country should in no way be :called Into question by this
Declaration and its follow-up. ‘

it

H

. Click here for the Text of the Fallow-up to the Declaration
. Co

‘_.i. . [' ToP ) " : N

S

For further information, please.contact the InFocus Programme on Promot'lng the Declaration
at Tel +41.22.799.6329, Fax: +41.22.799.6561, or E-mail: declaraltion@ilo.org

| )

Page 2°of 3
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. C1 Hours-of Work (Industry) Convention, 1919

- Convention Limiting the Hours of Work in Industrial Undertakings to Eight in the Day and Forty—elght in the Waek (Note: Date of coming into
force: 13:06:1821.)

. Convention.C001

Place:Washington .

Session of the Conference:1

Date of adoplion:28:11:1919
Subject classification: Hours of Work
Subject: Working Time

Sggmerauﬁcatios for this Convention

Display the document in: French Spanish .
Status: Instrument subject to a request for information.

{
The General Conference of the Internationat Labour Organisation

Having been convened at Washington by the Government of the Unlted States of America
- on the 29 th day of October 1919, and

Having decided upon the adoption of certain proposals with regard to tne ‘application of
the principle of the 8-hours day or of the 48-hours week", which is the first item in the
agenda for the Washington meeting of the Conference, and

Having determined that these proposals shall take the form of an international Convention,

adopts the following Convention, which may be cited as the Hours of Work (Industry)
Convention, 1919, for ratification by the Members of the Internatlonal Labour Organisation,

in accordance with the provisions of the Constitution of the Internatlonal Labour
Organisation:

Article 1

1 For the purpose of this Convent:on the term industrial undertaking includes
partloularly-~ :

{a) mines, quarries, and other works for the extraction of minerals from the earth;
(b) industries in which articles are manufactured, altered, cleaned, repaired, ornamented,
finished, adapted for sale, broken up or demolished, or in which materials are transformed,

including shipbuilding and the generat:on transformatlon and transmission of electricity or
motlve power of any kind;

(c) constructaon reconstructlon malntenance repair, alteration, or demolition of any

building, railway, tramway, harbour, dock, pier, canal, inland waterway, road, tunnel,

~ bridge, viaduct, sewer, drain, well, telegraphic or telephonic installation, electrical
.undertaking, gas work, waterwork or other work of construction, as well as the preparation

" for or laying the foundations of any such work or structure;

(d) transport of passengers or goods by road, rail, sea or mland waterway, mcludlng the

handling of goods at docks, quays, wharves or warehouses but excluding transport by
hand.

2. The provisions relative to transport by sea and on inland waterways shall be determined

hnp://www.ilo.org/iIolexfcgi-lex/convde.pl?COOl " ‘ 1/15/2007
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by a special conference dealing with employment at sea and on inland waterways.
3. The competent authority in each country shall define the line of d|V|S|on which separates
mdustry from commerce and agricuiture.

Article 2 o : T i
The working hours of persons employed in any publlc or private industrial undertaking or
in any branch thereof, other than an undertakrng in which only members of the same
family are employed, shall not exceed eight in the day and forty eight in the week with the
exceptlons hereinafter provided for: .

(a) the provisions of this Convention shall not apply to persons holding positions of
supervision or management, nor to persons employed in a confidential capacity;

(b) where by law, custom, or agreement between employers' and workers' organisations,
or, where no such organisations exist, between employers' and workers' representatives,
the hours of work on one or more days of the week are less than eight, the limit of eight
hours may be exceeded on the remaining days of the week by the sanction of the
. competent public authority, or by agreement between such organlsatlons or
representatives, provided, however, that in no case under the provisions of this paragraph
shall the darly limit of eight hours be exceeded by more than one hour;

I
(c) where persons are employed in shifts it shall be permissible to employ persons in
excess of eight hours in any one day and forty-eight hours in any one week, if the average
number of hours over a period of three weeks or less does not exceed eight per day and
) forty eight per week.

Article 3

The fimit of hours of work prescribed in Article 2 may be exceeded in case of accident,
actual or threatened or in.case of urgent work to be done to machrnery or plant, or in case
of "force majeure”; but only so far as hay be necessary to avoid serious interference with

- the ordinary working-of the undertalgrng . |

Article 4 |

The limit of hours of work prescribed in Article 2 may also be exceeded in those processes
which are required by reason of the nature of the process to be carried on continuously by
a succession of shifts, subject to the condition that the working hours shall not exceed
fifty-six in the week on the average. Such regulation of the hours of work shall in no case

- affect any rest days which may be secured by the national Iaw to the workers in such
processes in compensation for the weekly rest day

Article 5 .

1. In-exceptional cases where it is recognised that the provisions of Article 2 cannot be

applied, but only in such cases, agreements between workers' and employers'

organisations concerning the daily limit of work over a longer period of time may be given
i . . R

. http://www.ilo.org/ilolex/cgi-lex/convde.pl?C001 ' _ 1/15/2007
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the force of regulations, if the Government, to which these agreements shall be submitted,
so decides. 1

2. The average number of hours worked per week, over the: number of weeks covered by

- any such agreement, shall not exceed forty-eight.

Article 6 . . L

1. Regulations made by public authority shall determine for industrial undertakings--

(a) the permanent exceptions that may be allowed in preparatory or complementary work

which must necessarily be carried on outside the limits laid down for the general working
of an establishment, or for certain classes of workers whose work is essentially
mtermlttent

(b) the temporary exceptions that may be allowed, so that establishments may deal with
exceptional cases of pressure of work. :

2. These regulations shalli'be made only after consultation with the organisations of

employers and workers concerned, if any such organisations exist. These regulations shall
fix the maximum of additional hours in each instance, and the rate of pay for overtime shall

-not be less than one and one-quarter times the regular rate:

Article 7 . S

1. Each Government shall communicate to the Internatronat Labour Office--
(a) a list of the processes which are classed as being necessarlly contlnuous in character
under Article 4, )

* (b) fuit information as to working o_f the agreements mentioned in Article 5: and |

(c) full information concerning the regulations made under Artic!e 6 and their appiication.

2. The International Labour Office shall make an annual report thereon to the General
Conference of the International Labour Organlsatron f

Article 8

1. In order to facilitate the enforcement of the provisions of thls Convention, every

~ employer shall be required--

(a) to notify by means of the posting of notices in conspicuous places in the works or other
suitable place, or by such other method as may be approved by the Government, the
hours at which work begins and ends, and where work is carried on by shifts, the hours at
which each shift begins and ends; these hours shall be so fixed that the duration of the
work shall not exceed the limits prescribed by this Conventlon and when so notified they
shall not be changed except with such notice and in such manner as may be approved by
the Government, ‘
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{b) to notify in the same way such rest intervals accorded durmg the period of work as are
not reckoned as part of the working hours; l

(c) to keep a record in the form prescribed by law or regulation in each country of all
additional hours worked in pursuance of Articles 3 and 6 of this Convention.

2. It shall be made an offence against the law to employ any person outside the hours
fixed in accordance with paragraph (a), or during the intervals fixed in accordance wrth
paragraph {(b).

Article 9 ‘ ' : _ !

In the application of this Convention to Japan the following modlﬂcatlons and conditions
shall obtain: .

!
(a) the term "industrial undertaking" inctudes particularly--

the undertakmgs enumerated in paragraph (a) of Article 1; :

the undertakings enumerated in paragraph (b) of Article 1, provided there are at least ten
workers employed;

the undertakings enumerated in paragraph (c) of Article 1, in so far as these undertakings
shall be defined as "factories" by the competent authority;

the undertakings enumerated in paragraph (d) of Article 1, except transport of passengers
or goods by road, handling of goods at docks, quays, wharves and warehouses, and
transport by hand; and, regardless of the number of persons employed, such of the
undertakings enumerated in paragraph (b) and (c) of Article 1 as may be declared by the
competent authority either to be highly dangerous or to involve unhealthy processes.
(b) the actual working hours of persons of fifteen years of age or over in any public or
private industrial undertaking, or in any branch thereof, shall not exceed fifty-seven in the
.week, except that in the raw-silk industry the limit may be sixty hours in the week;

(¢} the actual working hours of persons under fifteen years of age in any publ-ic_ or private
industrial undertaking or in any branch thereof, and of all miners of whatever age
engaged in underground work in the mines, shall in no case exceed forty-eight in the
week;

(d) the limit of hours of work may be modified under the conditions provided for in Articles
2, 3, 4 and 5 of this Convention, but in no case shall the Iength of such modification bear
to the length of the basic week a proportion greater than that whrch obtains in those
Articles; -

(e) a weekly rest period of twenty- four consecutive hours shall be allowed to all classes of
workers,

(f) the provision in Japanese factory legislation limiting its application to places employing
1
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‘ ' fifteen or more persons sha[I be amended s0 that such leglslatlon shall apply to places |

| - employing ten or more persons; . : Lo

‘ (9) the provisions of the above paragraphs of this Article shall be brought into operation.

~not later than 1 July 1922, except that the provisions of Article 4'as modified by paragraph.
(d) of this Artlcle shall be brought into operatlon not Iater than 1 July- 1923;

; _
(h) the age of fifteen prescrlbed in paragraph (c) of this ‘Article shall be ralsed not Iater
- than 1 July 1925, to sixteen. |

'_ Adticle 10

In British India the principle of a sixty-hour week shall be adopted for all workers in the
industries at present covered by the factory acts administered by the Government of India,
in mines, and in such branches of railway work as shall be specified for this purpose by .
the competent authonty Any modification of this limitation made by the competent .’
authority shall be subject to the provisions of Articles 6 and 7, of this Convention. In other
respects the provisions of this Convention shall not apply to Indla but further provisions
limiting the hours of work in India shaII be consrdered ata future meeting of the General
- Conference . .
: I
Artlcte U ' ' t- N
The provisions of this Convention shall not apply to China, Persia, and Siam, but.
provisions limiting the hours of work in these countries shall be considered at a future
meetrng of the General Conference : —_— s
. Artlcle 12.. {'
o In the apptrcatron of this Conventton to Greece, the date at which its provisions shall be
. brought into operation in accordance with Article 19 may be extended to not later than 1 -
July 1923, in the case of the followmg industrial undertaktngs :

(1) carbon-bisulphide works i

(2) acid works, - - :

(3) tanneries, : h - |

(4) paper mills, - i

'(5). printing works,’ :

(6) sawmills :
7) warehouses for the handlmg and preparatron of tobacco;
(8) surface mlnmg.
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(9) foundries, 1
(10) lime works,
(11) dye works,
| (12) glassworks (blowers),
(13) gés works (firemen), . | i
(14) loading and unload?ng merchandisé;
and to not later than 1 July 1924, in the case of the following industrial‘ undertakings:

(1) mechanical industries: machine shops for engines, safes, scales, beds, tacks, shells

(sporting), iron foundries, bronze foundries, tin shops, platlng shops, manufactories of
hydraulic apparatus; - C

(2) constructional industries: limekilns, cement works, plasterers' shops, tile yards,

manufactories of brlcks and pavements potteries, marble yards excavating and buﬂdlng
work;

{3) textile industries: spinning and weaving mills of all kinds, _'except dye works;

(4) focd industries: flour and grist-mills, bakeries, macaroni factories, manufactories of
wines, alcohol, and drinks, oil works, breweries, manufactories of ice and carbonated
drinks, manufactories of confectioners' products and chocolate, manufactories of
sausages and preserves, slaughterhouses, and butcher shops;

(5) chemical industries: manufactories of synthetic colours, glassworks (except the
blowers), manufactories. of essence of turpentine and tartar, manufactories of oxygen and
pharmaceutical products, manufactories of flaxseed oil, manufactories of glycerine,
manufactories of calcium carbide, gas works (except the firemen};

(6) Ieather industries: shoe factories, manufactories of leather goods;

(7) paper and printing industries: manufactorles of enveiopes record books, boxes, bags,
bookbinding, lithographing, and zinc-engraving shops; P

' (8) clothing industries: clothlng shops, underwear and tnmmmgs workshops for pressing,

workshops for bed coverrngs artificial flowers, feathers and tnmmmgs hat and umbrella
factories;

{9) woodworking industries: joiners’ shops coopers' sheds, wagon factories,

manufactories of furniture and chairs, picture-framing establlshments brush and broom
factorles

i
(10) electrical industries: power houses, shops for electrical installations;
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|
{
. . 11 ' )
(11) transportatlon by land: employees on railroads and street cars, firemen, drivers, and
. carters. :

|
|
Article 13 a
|
in the application of thls Convention to Rumania the date atlwhich its provisions shall be
brought into operation in accordance with Article 19 may be ‘extended to not later than 1
July 1924, i
Artlcle 14 - . ) ' ' -
. . ) ' L ‘ . ‘ )
’ The operation of the provisions of this Convention may be suspended in any country by .
the Government in the event of war or other emergency endangering the national safety. -

Afdets T .

The formal ratifications of this Conventlon under the condltlons set forth in the
_Constitution of the International Labour Orgamsahon shail be communicated to the
Director-General of the Intematlonal Labour Office for registration.

Article 16 I " !

' !

1. Each Member of the International Labour Organisation which ratifies thls Convention
engages to apply itto its colonles protectorates and possessuons whlch are not fully self-
governing-- . , .

a) e'xcept where owing to the Iocal conditions i‘ts provisions aie inapplicable' or

b) subject to such modifications as may be necessary to adapt its prov:smns to local
COI‘Id!tIOf‘IS _ ‘ _ \
2. Each Member shall notify to the International Labour Office the action taken in-respect .
of each of its colonies, protectorates, and possessions whichiare not fully self-governing.
- . . | . .

Article 17 '-_f o L v B

) 1
As soon as the ratifi catlons of two Members of the Internat:onal Labour Organlsatlon have
been registered with the International Labour Office, the Dwector-General of the
internationa! Labour Office shall so notify all the Members of the International Labour
Organlsatlon )

1

- Article 18
ThIS Convention shall come into force at the date on whrch such notifi catlon is |ssued by
the Director-General of the International Labour Office, and it shall then be binding only:
upon those Members which have registered their ratifications with the International Labour
Office. THereafter this Convention will come into force for any other Member at the date on
which its ratification is registered with the International LabourtOff' ce. :

P
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Article 19

Each Member which ratifies this Convention agrees to bnng |ts provisions into operation
not later than 1 July 1921, and to take such action as may be necessary to make these
-provisions effective.

Article 20

A Member which has ratified this Convention may denounce it after the: expiration of ten
-years from the date on which the Convention first comes into force byanact ©
communicated to the Director-General of the International Labour Office for registration.
" Such denunciation shall not take effect until one year after the date on which it is
reglstered wnth the Internatxonal Labour Oﬂ' ice.

[

. Article 21~ |

I

At such times as it may consider necessary the Governlng Body of the Internatlonal
Labour Office shall present to the General Conference a report on the working of this
Convention and shall examine the deswablllty of placmg on the agenda of the Conference
the question of its revision in whole or in part.

Article 22 | S
The French and English texts of this Convention shall both be authentic. .

Cross references L

ILO Home NORMES home ILOLEX home Universaliduerv NATLEX

For further information, please contact the International Labour Standards
Department (NORMES) by email:

infonorm: a‘llo org :
I

Copyrsght © 2006 international Labour Orgamzatlon (ILO)
Disclaimer .
webinfo@ilo.org "
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C11 Right of Association (Agriculture) Convention, 1921

Convention conceming the Rights of Association and Combination of Agricutiural Workers (Note: Date of coming into force 11:05:1923.)
Convention:C011 \

Place:Geneva

Session of the Conferance:d '
Date of adoption; 12:11:1921

Subject ctassification: Freedom of Assaclation

Subject classification: Colleclive Bargalning and Agreements
Subject: Freedom of Association, Collective Bargaining, and Industriai Relations i
See the ralifications for. this Convention

Display the document in: French Spanish
Status: Other instrument

b

'

The General Conference of the International Labour Organiéation,

Having been convened at Geneva by the Governing Body of the International Labour
- Office, and having met in its Third Session on 25 Qctober 1921, and

t
Having decided upon the adoption of certain proposals with regard to the rights of
association and combination of agricultural workers, WhICh is mcluded in the fourth item of .
the agenda of the Session, and

Having determined that these pfoposals shall take the form of an international Convention,

adopts the following Convention, which may be cited as the Rzght of Assocnatlon
(Agriculture) Convention, 1921, for ratification by the Members of the International Labour
Qrganisation in accordance thh the provisions of the Conshtuhon of the International
Labour Organlsatlon

‘Article 1 }

Each Member of the International Labour Organisétion which ratifies this Convention
undertakes to secure to all those engaged in agriculture the same rights of association
and combination as to industrial workers, and to repeal any statutory or other provisions
restricting such rights in the case of those engaged in agriculture.

Article 2

The formal ratifications of this Convention, under the conditions set forth in the
Constitution of the International Labour Organisation, shall be communicated to the
Director-General of the International Labour Office for registration.

Article 3 B
1. This Convention shall come into force at the date on which the ratifications of two

Members of the International Labour Organisation have been registered by the Director-
General. ‘ :
2 It shall be binding only upon those Members whose ratifi catlons have been registered
with the International Labour Office.

3. Thereafter, the Convention shall come into force for any member at the date on which
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its ratification has been registered with' the International Labour Office.

|
|

; |

Article 4 : C |

" As soon as the ratifications of two Members of the lnternatlonal LLabour Orgamsatlon have
been registered with the International Labour Office, the Director-General of the
International Labour Office shall so notify all the Members of the International Labour
Organisation. He shall likewise notify them of the registration of the ratifications which may
be communicated subsequently by other Members of the Organisation.

!

1

|

. l

Article 5 | |

Subject to the provisions of Article 3, each Member which ‘ra'tiﬁes this Convention agrees , l;
to bring the provisions of Articles 1 into operation not later than 1 January 1924, and to

‘ take such action as may be necessary to make these provisions effective. |

Article 6 I.

|

Each Member of the International Labour: Organtsataon WhICh ratifies this Convention i

engages to apply it to its colonies, possessions and protectorates in accordance with the i

provisions of Article 35 of the Constitution of the International Labour Organisation.

i . Adicle7 . _— o

A Member which has ratified this Convention may denounce it after the expiration of ten
years from the date on which the Convention first comes into.force, by an act
communicated to the Director-General of the International Labour Office for registration.

~ Such denunciation shall not take effect until one year after the date on which it is
registered with the Internatlonal Labour Office.

Article 8 | B | :

At such times as it may consider necessary the Governing Body of the International
Labour Office shall present to the General Conference a report on the working of this

Convention and shall examine the desirability of placing on the agenda of the Conference
the question of its revision in whole or in part.

4

1

Article 9

The French and English texts of this Convention shall both be authentic.

Cross references _ .
Constitution: 35:article 35 of the Constitution of the International Labour QOrganisatio

i
1
\

ILO Home NORMES home ILD,I,EX,.hque. Universal Query NATLEX

For further information, please contact the International Labour Standards
Department (NORMES) by email:
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Copyright © 2006 International Labour Organlzatlon (ILO)
Disclaimer ‘
webinfo@ilo.org _ |
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Convention concerning Forced or Compulsory Labour (Note: Date of coming into force: 01:05: 1932)
Convention;C029 .
Place:Geneva

Session of the Conference: 14 '
Date of adoption:28:06:1930 . Lo
Subject classification; Forced Labour . - ' |
Subject: Forced Labour

See the mtifications for this Convention - ' 1

- | : |

'C29 Forced Labour Convention, 1930 -~ - | |
i

|

|

Display the document in; ‘French Spanish o '
Status: Up-to-date instrument This instrument is one of the fundamental conventions, i .

The General Conference of the International Labour Organisation,

' Having b'een convened at Geneva by the Governing Body of the International Labour
Office, and having met in its Fourteenth Session on 10 June 1930, and
compulsory labour, which is included in the first item on the agenda of the Session, and

Having determined that these proposals shall take the form bf an international Convention,

adopts this twenty-eighth day of June of the year one thousand nine hundred and thirty the
following Convention, which may be cited as the Forced Labour Convention, 1830, for
ratification by the Members of the International Labour Organisation in accordance with
the provisions of the Constitution of the lnternatlonal Labour Organisation:

i
|
Having decided upon the adopfion of certain proposals with regard to forced or ' |
l
|
1
f
|
;

Article 1 o o |

. ! ' i
1. Each Member of the International Labour Organisation which ratifies this Convention .
undertakes to suppress the use of forced or compulsory labour in all its forms within the
'shortest possible period. ;
2. With a view to this complete suppression, recourse to forced or compulsoryllabour may
be had, during the transitional period, for public purposes only and as an exceptional
measure, subject to the conditions and guarantees heremafter provided,

3. At the expiration of a period of five years after the coming: mto force of this Conventlon
and when the Governing Body of the International Labour Office prepares the report
provided for in Article 31 below, the said Governing Body shall consider the possibility of
the suppression of forced or compulsory labour in all its forms without a further transitional
period and the desirability of placing this question on the agenda of the Conference. !

Article 2

1
1. For the purposes of this Convention the term forced or compulsory labour shall mean ‘
all work or service which is exacted from any person under the menace of any penalty and :
for which the said person has not offered himself voluntarily. . _ i

2. Nevertheless for the purposes of this Convention, the term forced or compulsory -
Iabour shall not include--

hitp://www.ilo.org/ilolex/cgi-lex/convde.pl2C029 S ' 1/15/2007
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[(a) any work or service exacted in vurtue of compu!sory ‘military service taws for work of a
. purely mutltary character , . |

{b) any work or service which forms part of the normal civic obllgatlons of the citizens of a
fully self-governung country, t
(c) any work or service exacted from any person asa consequence of a conviction in a
court of law, provided that the said work or service is carried out under the supervision and
control of a public authority and that the said person is not hlred to or placed at the
disposal | of prwate individuals, companies or assomattons
1
(d) any work or service exacted in cases of emergency, thatlis to say, in the event of war
or of a calamity or threatened catamrty such as fire, flood, famine, earthquake, violent
- epidemic or epizootic diseases, invasion by animal, insect or vegetable pests, and in
general any circumstance that would endanger the existence or the well- -being of the
whole or part of the populatlon ' _ l :
(e) minor communal sérvices of a kind which, being performed by the members of the
communlty in the direct interest of the said community, can therefore be considered as
“normal civic obligations incumbent upon the members of the community, provided that the
members of the community or their direct representatives shalt have the right to be
! - consulted in regard to the need for such serwces }
|

Artlcle 3 : ' . !

i ' For the purposes of thrs Convention the term competent authonty shall mean either an’
! ... authority of the metropolltan country or the highest central authonty in the terrltory

| concerned. | L ,
| " : ' l
Article 4 o S ‘ R

1. The competent authority shall not impose or permit the imposition of forced or
| compulsory tabour for the benefit of private individuals, companies or associations. .-

" 2. Where such forced or compulsory labour for the beriefit of ;‘wivate individuals,’
companies or associations exists at the date on which a Member's ratification of this
Convention is registered by the Director-General of the International.Labour Office, the
.Member shall completely suppress such forced or compulsory labour from the date on
which this Convention comes into force for that Member.

Atticle 5 ' | . | o

1. No concession granted to private individuals, companies or: \associations shall involve
any form of forced or compulsory labour for the production or the collection of products .
which such private mdlv:duals companies or associations ut|llse orin. whrch they trade

{
2. Where concessions exist containing provusuons mvolvmg such forced or compulsory
labour, such provisions shall be rescinded-as soon as possible, in order to comply with
Aricle 1 of this Convention. )
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Article 6

‘Officials of the administration, even when they have the duty df encouraging the
populations under their charge to engage in some form of labour, shall not put constraint

upon the said poputations or upon any individual members thereof to work for private

individuals, companies or associations. P

Article 7 . o

1. Chlefs who do not exercise admlnlstratlve functions shall not have recourse to forced or
compulsory labour,

2. Chiefs who exercise administrative fundtlons may, with the expfess permission of the
competent authority, have recourse to-forced or computsory labour, subject to the
provisions of Article 10 of this Convention . v,

3. Chiefs who are duly recognised and who do not receive adequate remuneration in other
forms may have the enjoyment of personal services, subject to due reguiatlon and
prowded that all necessary measures are taken to prevent abuses

Article 8

1. The responsibility for every decision to have recourse to forced or cdmpuisory labour
shall rest with the highest civil authority in the territory concerned.

2. Nevertheless, that authority may delegate powers to the highest loca! authorities to
exact forced or compulsory labour which does not involve the removal of the workers from
their place of habitual residence. That authority may also delegate for such periods and

. subject to such conditions as may be laid down in the regulations provided for in Article 23
of this Convention, powers to the highest local authorities to exact forced or compulsory
labour which involves the removal of the workers from their place of habitual residence for
the purpose of facilitating the movement of officials of the admlmstratlon when on duty,

and for the transport of Government stores.
Article 9 . \
Except as otherwise provided forin Article 10 of this Conventlon any authority competent

to exact forced or compulsory labour shall, before deciding to have recourse to such
labour, satisfy itself--

(a) that the work to be done or the service to be rendered is of important direct interest for
the community called upon to do work or render the service;

(b) that the work or service is of present or immineﬁt necessity;:
- (c) that it has been impossible to obtain voiuntary labour for carrying out the work or

rendering the service by the offer of rates of wages and conditions of labour not less
' favourable.than those prevailing in the area concerned for similar work or service; and

http://www.ilo.org/ilolex/cgi-lex/convde. pl72C029 . ©1/15/2007
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(d) that the work or service will not lay too heavy a burden upon the present population,
having regard to the labour available and its capacity to undertake the work.

Article 10

1. Forced or compulsory labour exacted as a tax and forced'or compulsory labour to which
recourse is had for the execution of public works by chiefs who exercise administrative
functions shall be progressively abolished. ~

: §
2. Meanwhile, where forced or compulsory labour is exacted as a tax, and where recourse
is had to forced or compulsory labour for the execution of public works by chiefs who
exercise administrative functions, the authority concerned sﬁall first satisfy itself--

(a) that the work to be done or the service to be rendered is of important direct interest for
the community called upon to do the work or.render the service;

(b) that the work or the service is of present or imminent necessity; |

(c) that the work or service will not'lay too heavy a burden u;|30n the present population,
having regard to the labour available and its capacity to undertake the work'

(d) that the work or service W|ll not entail the removal of the workers from their place of |
habitual residence,

(e) that the execution of the work or the rendering of the service will be directed in
accordance with the exigencies of religion, social life and ag;riculture. :

i

"~ Article 11

" 1. Only adult able-bodied males who are of an apparent age. of not less than 18 and not
more than 45 years may be called upon for forced or compulsory labour. Except in respect
of the kinds of labour provided for in Article 10 of this Conventlon the following limitations
and condlt:ons shall apply

|
(a) whenever possible pnor determination by a medical officer appomted by the
administration that the persons concerned are not suffering frorn any infectious or
contagious disease and that they are physically fit for the work required and for the

' condmons under which it is to be carried out;

i

(b) exemptlon of school teachers and pupils and officials of the administration in general,

(c) the maintenance in each community of the number of adult able-bodied men
indispensable for family and social life; |

(d) respect for conjugal and faimily ties. '_
2. For the purposes of subparagraph (c) of the precedmg paragraph the regulations

provided for in Article 23 of this Convention shall fix the proportion of the resident adult
able-bodied males who may _be taken at any one time for forced or compulsory labour,
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provided always that this proportion shall in no case exceed|25 per cent. In fixing this
proportion the competent authority shall take account of the density of the population, of
its social and physical development, of the seasons, and of the work which must be done
by the persons concerned on their own behalf in their locality, and, generally, shail have
regard to the economic and social necessities of the normal flfe of the community
concerned.

Article 12

| .
1. The maximum period for which any person may be taken for forced or compulsory
labour of all kinds in any one period of twelve months shall not exceed sixty days,
including the time spent in going to and from the place of wo’rk.

2. Every person from whom forced or compulsory labour is exacted shall be furnished with !
a certificate indicating the periods of such labour which he has completed. l

Article 13 | - |

1. The normal working hours of any person from whom forced or compulsory labour is
exacted shall be the same as those prevailing in the case of voluntary {abour, and the
hours warked in excess of the normal warking hours shall be remunerated at the rates .
prevalllng in the case of overtime for voluntary labour 1 ' |

2. A weekly day of rest shall be granted to all persons from whom forced or compulsory
labour of any kind is exacted and this day shall coincide as far as possible with the day
fixed by tradition or custom in the territories or regions concerned.

Article 14 ! 1
1. With the exception of the forced or compulsory labour provided for in Article 10 of this
Convention, forced or compulsory labour of all kinds shall be remunerated in cash at rates |
not less than those prevaiiing for similar kinds of work either in the district in which the '
labour is employed or in the district from which the labour is recruited, whichever may be
the hlgher

2. In the case of labour to which recourse is had by chiefs in the exercise of their
administrative functions, payment of wages in accordance with the provisions of the
preceding paragraph shall be introduced as soon as possnble

3. The wages shall be paid to each worker individually and not to hIS tribal chief or to any
other authonty

4. For the purpose of payment of wages the days spent in travelhng to and from the place ‘
of work shall be counted as workzng days. 1

5. Nothlng in this Article shall prevent ordinary rations being given as a part of wages,
such rations to be at least equivalent in value to the money payment they are taken to
represent, but deductions from wages shall not be made either for the payment of taxes or
for special food, clothlng or accommodation supplied to a worker for the purpose of

http://www.ilo.org/ilolex/cgi-lex/convde.pl?C029 ' ‘ : - 1/15/2007
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malntalnmg him in a fit condition to carry ‘an his work under the specral conditions of any
emp!oyment or for the supply of tools. : |

Article 15

1. Any laws or regulations relating to workmen's compensation for accidents or sickness
arising out of the employment of the worker and any laws or regulations providing
compensation for the dependants of deceased or incapacitated workers which are or shall
be in force in the territory concerned shall be equally applicable to persons from whom
forced or compulsory labour is exacted and to vquntary workers,

. 2. In any case it shall be an obligation on any authorrty employing any worker on forced or
compulsory labour to ensure the subsistence of any such worker who, by accident or
sickness arising out of his employment, is rendered wholly or partially incapable of -
providing for himself, and to take measures to ensure the maintenance of any persons

actually dependent upon such a worker in the event of his incapacity or decease arising
out of his employment. 1

~ Article 16 .
1. Except in cases of special necessity, persons from whom forced or compulsory labour -
-is exacted shall not be transferred to districts where the food and climate differ so
considerably from those to which they have been accustomed:as to endanger their health.

2. In no case shall the transfer of such workers be permitted unless all measures relating
to hygiene and accommodation which are necessary to adapt such workers to the
condttrons and to safeguard their health can be strrctty applled

3. When such transfer cannot be av0|ded measures of gradual habituation to the new
conditions of diet and of climate shall be adopted on competent medical advice;
4. In cases where such workers are requrred fo perform regu!ar work to which they are.not
accustomed, measures shall be taken to ensure their habituation to it, especially as

' regards progressive training, the hours of work and-the provision of rest mtervals and any
increase or amehoratron of dlet which may be- necessary

Article 17

Before permitting recourse to forced or compulsory labour for works of construction or
maintenance which entail the workers remaining at the workplaces for considerable
periods, the competent authority shall satlsfy itself--

(1) that all necessary measures are taken to safeguard the health of the workers and to
guarantee the necessary medical care, and, in particular, (a) that the workers are
medically examined before commencing the work and at fixed intervals during the period
of service, (b) that there is an adequate medical staff, provided with the dispensaries,
infirmaries, hospitals and equipment necessary to meet all requirements, and (c) that the
sanitary conditions of the workplaces, the supply of drinking water, food, fuel, and cooking
utensils, and, where necessary, of housing and clothing, are sai[tisfactory;

. . i‘ .
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!

(2) that definite arrangements are made to ensure the subsrstence of the families of the
workers, in particular by facilitating the remittance, by a safe method, of part of the wages,
to the family, at the request or wrth the consent of the workers

~ (3) that the journeys of the‘workers to and from the workplaces are made at the expense
and under the responsibility of the administration, which shall facilitate such journeys by
making the fullest use of all available means of transport ' |

(4) that, in case of iliness’ or aomdent causing mcapacrty 4o work of a certaln duration, the
worker is repatriated at the expense of the admmlstratron ; g
i
. {5) that any worker who may wash to remain as a voluntary worker at the end of his period
~ of forced or. compulsory labour is permitted to do so without, for a perlod of two years, .
- losing his right to repatnat:on free of expense to hlmself '

- Atticle’ 18 ) f
i .

1. Forced or compulsory labour for the transport of persons or goods, such as the labour .

of porters or beatmen, shall be abolished within the shortest possible period. Meanwhile

the competent authority shall promulgate regulations determlnrng inter alia, (a) that such
_ labour shall only be employed for the purpose of facilitating the movement of officials of

the administration, when on duty, or for the transport of Government stores, or, in cases of
. very urgent necessity, the transport of persons other than officials, (b) that the workers so

- employed shall be medically certified to be physically fit, where medical examination is
possible, and that where such medical examination is not practicable the person
employing such workers shall be held responsible for ensuring that they are physically fit
and not suffering from any infectious or contagious disease,;{c) the maximum load which
these workers may carry, (d) the maximum distance from thelr homes to which they may
be taken, (e) the maximum number of days per month or other period for which they may
be taken, inciuding the days spent in returning to their homes and (f) the persons entitled
to demand this form of forced or compuisory labour and the extent to whlch they are
entitled to demand |t . f :

N - . ‘ ! . . 1. . : i

2. In fixing the maxima referred to under (c), (d) and (e) in the foregoing paragraph, the
competent authority shall have regard to all relevant factors, including the physical
development of the populatlon from which the workers are recruited, the nature of the
country through which they must travel and the clrmatlc conditions.

3. The competent authonty shall further provide that the normal daily journey of such
workers shall not exceed a distance corresponding to an.avérage working day of eight
hours, it being understood that account shall be takeén not only of the weight to be carried
and the distance to be covered, but also of the nature of thelroad the season and all other
" relevant factors, and that, where hours of journey in excess of the normal daily | joumey are
exacted they shaII be remunerated at rates hlgher than the normal rates. :

PN

. Artrcte 18 1

1. The competent authority shall only authorise recourse to compulsory cultivation as a |
method of precaution against famine or a deficiency of food supplies and always under the
condition that the food or produce shall remain the property of the individuals or the
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2. Nothing in this Article shall be construed as abrogating the obligation on me'mbers ofa
community, where.production is organised cn a communal basis by virtue of law or
custom and where the produce or any profit accruing from the sale thereof remain the
property of the community, to perform the work demanded by the communlty by vurtue of

law or custom. - : . ) 1
’ . B

community producing it;

Aﬂicle 20 - . ’
: !
Collectlve punishment.iaws under which a community may be punished for crimes
committed by any of its members shall not contain prowsuons for forced or compulsory
‘labour by the community as one of the methods of punishment.. :
{

" Article 21 o ]

Forced or compulsory labour shall not be used for work unde;rground in mines;.

Article 22 T , R f
The annual reports that Members which ratify this Convention agree to make to the
International Labour Office, pursuant to the provisions of Article 22 of the Constitution of
the International Labour Organisation, on the measures they have taken to give effect to
the provisions of this Convention, shall contain as full mformation as possible, in respect of
each territory. concerned, regarding the extent to which recourse has been had to forced or
compulsory labour in that territory, the purposes for which it has been employed, the
sickness and death rates, hours of work, methods of payment of wages and rates of

- wages, and any other relevant information. - 1

Article 23 < ' . - T

1. To-give-effeet to the provisions of this Convention the com|'3etent authority shall issue
complete and precise regulations governing the use of forcedI or compulsory labour.

2. These regulations shall contain, inter alia, rules permitting any person from whom
forced or compulsory labour is exacted to forward all complamts relative {o the conditions
of labour to the authorities and ensuring that such complatnts will be examlned and taken
into consideration.’ :

Article 24 .

Adequate measures shall in all cases be taken to ensure that the regulations governing
the employment of forced or compulsory labour are strictly applied, either by extending the
duties of any existing labour inspectorate which has been estabhshed for the inspection of
voluntary labour to cover the inspection of forced or compulsory labour or in some other
appropriate manner. Measures shall.also be taken to ensure that the regulations are
brought to the-knowledge of persons from whom such labour-i is exacted. :

Atticle 25 , R .

. ’ . . .1-
L3 .
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The |||egal exaction of forced or compulsory labour shall be punlshable as a penal offence,
and it shall be an obligation on any Member ratifying this Convention to ensure that the
penaltles |mposed by law are really adequate and are strictly enforced

i
*

VArtlcle26 . ' . | t

1. Each Member of the international Labour Organlsatlon whlch ratifies this Convention

- undertakes to apply it to the territories placed under its soveretgnty jurisdiction, protection,
suzerainty, tutelage or authority; so far as it has the right to accept obligations affecting
matters of internal jurisdiction; provided that, if such Member may desire to take
advantage of the provisions of article 35.of the Constitution of the International Labour
Organisation, it shall append to its ratification a declaration stating--

(1) the territories to which it intends to apply the provisions of thls Convention wuthout
modification; i

(2) the territories to which it intends to apply the provtsions of this Convention with
modifications, together with details of the said modifications; -

(3) the territories in respect of which it reserves its decision.

2. The aforesaid declaration shall be deemed to be an integral part of the ratification and

shall have the force of ratification. it shall be open to any Member, by a subsequent

declaration, to cancel in whole or in part the reservations made in pursuance of the

provisions of subparagraphs (2) and (3) of this Article, in the origina! declaration.

. . |

Article 27 : _ : ;
The formal ratifications of this Convention under the condittone set forth in the Constitution

- of the International Labour Organisation shall be commumcated to the Director-General of
the Internatlonal Labour Office for reglstrat|on -

Article 28 -
1. This Convention shall be binding only upon those Members whose ratifications have
been regtstered W|th the Internatlonal Labour Office. v

T N
2. It shall come into force twelve months after the date on which the ratifications of two
Members of the International Labour Organisation have been reglstered wnth the Director-
General. ,

3. Thereafter, this Convention shall come into force for any Member twelve months after
the date on whnch the ratification has been registered. |

Article 29 o _ - !
As soon as the ratifications of two Members of the International Labour Organlsatton have
been registered with the International Labour Office, the Director-General of the
International Labour Office shall so notify all the Members of the International Labour

. ,
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[

ILOLEX: English display cgi Page 10 of 11

Crganisation. He shall likewise notify them of the registration of ratifications which may be
~ communicated subsequently by other Members of the Qrganisation.

Article 30 | - | '

1. A Member which has ratified this Convention may denounce it after the expiratioh of ten
years from the date on which the Convention first comes into force, by an act
communicated to the Director-General of the International Labour Office for registration.
Such denunciation shall not take effect until one year after the date on which it is
reglstered with the Internataonal Labour Office. *

2. Each Member wh:ch has. ratlf ed this Conventlon and which does not, within the year
followmg the expiration of the period of ten years mentloned in the preceding paragraph,
exercise the right of denunciation provided for in this Article, will be bound for another
period of five years and, thereafter, may denounce this Convention at the expiration of
each period of five years under the terms provided for in this Article.

Article 31

: t oo .
At such times as it may consider necessary the Governing Body of the International
Labour Office shall present to the General Conference a report on the working of this
Convention and shall examine the desirability of placing on the agenda of the Conference
the question of its revision in whole or in part. :

)

 Article 32 | o

1. Should the Conference adopt a new Convention revising this Convention in whole or in

part, the ratification by a Member of the new revising Convention shall ipso jure involve

denunciation of this Convention without any requirement of delay, notwithstanding the

provisions of Article 30 above, if and when the new revising Convention shall have come

into force. .

2. As from the date of the coming into force of the new revising Convention, the present
Convention shall cease to be open to ratification by the Members.

3. Néve'rtheless, this Convention shall remain in force in its ?ctuél form and content for
those Members which have ratified it but have not ratified the revising convention.

Article 33
The French and English texts of this Convention shali both l?e authentic.

Cross references 4

Constitution; 22:article 22 of the Constitution of the International Labour.Qrganisation

Caonstitution: 35:article 35 of the Constitution of the International Labour.Qrganisation
. LA
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C87 Freedom of Association and Protectlon of the nght to Organise
Convention, 1948 : :

| ) .
Convention concerning Freedom of Assoclation and Protéection of the Right to Organlse (Note: Date of coming into force: 04:07:1950.)
Convention:C087 )

Place:{San Francisco)

Session of the Conferenca:31

Date of adoption:09:07:1048

Subject classification: Freedom of Assocnatuon . . L - . .
Subject ¢lassification: Collective Bargaining and Agreements i 3
Subject: Freedomn of Association, Collective Bargaining, and Industria! Relations

See the ratifications for this Convention

Dispiay the document in: Fiench Spanish
Status: Up-to-date Instrument This instrument Is one of the fundamental conventions.

The General Conference of the International Labour Organisation,
Having been convened at San Francisco by the Gd\)érning Body of the International
Labour Office, and having met in its Thirty-first Session on 17 June 1948;

Having decided to adopt, in the form of a Convention, certain proposals concerning
freedom of association and protection of the right to organise, whsch is.the seventh item on
the agenda of the session; .

ConSIdenng that the Preamble to the Constttutlon of the Internattonal Labour Organlsatzon
" declares “recognition of the principle of freedom of assoc:|at|on" to be a means of
improving conditions of labour and of establishing peace;

Considering that the Declaration of Philadelphia reaffirms that “freedom of expression and
of association are essential to sustained progress”;

Considering that the International Labour Conference, at its Thirtieth Session,

unanimously adopted the principies which should form the basis for international

regulation; 1

Considering that the General Assembly of the United Nations','at its Second Session,

‘endorsed these principies and requested the International Labour Organisation to continue .

every effort in order that it may be possmle to adopt one or several international

Conventlons l

" adopts this ninth day of July of the year one thousand nine hundred and forty- elght the
following Convention, which may be cited as the Freedom of Association and Protection of
the Right to Organise Conventlon 1948 ‘

»
f
Article 1 ' '

PART I. FREEDOM OF ASSOCIATION

- Each Member of the International Labour Organlsatlon for whlch this Conventlon is in
force undertakes to glve effect 1o the following provusmns

Arhcle 2 o
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Workers and employers without distinction whatsoever, shall have the right to establish
and, subject only to the rules of the organisation concerned, to join organisations of their
own choosing without prewous authorisation.

1

Article 3

1. Workers' and employers' orgamsatlons shall have the nght to draw up their constitutions
and rules, to elect their representatives in full freedom, to organlse thelr administration and
activities and to formulate their programmes. .
2. The public authorities shall refrain from any interference which would restrict this right or
. impede the lawful exercise thereof. | i
|

' ‘Article 4

Workers' and employers' orgamsatlons shall not be liable to be dissolved or suspended by
admmistratlve authority. : . :

Artlcle 5

- Workers' and employers' organisations shall have the right to establish and join

i ~ federations and confederations and any such organisation, federation or confederation
|
|
|

shall have the right to affiliate with international organisations of workers and employers.

Article 6

; :
The provisions of Articles 2, 3 and 4 hereof apply to federatlons and confederations of
workers' and employers' organisations.

Article 7

The acquisition of legal personality by workers' and empibyers organisations, federations |
and confederations shall not be made subject to conditions of such a character as to ,
restrict the appllcatlon of the provisions of Articles 2, 3 and 4 hereof

Article 8 L o ’ . | ]

1. In exercising the rights provided for in this Convention workers and employers and their
respective orgamsations like other persons or organtsed col!ectlwtles shall respect the
law of the iand ‘

|
| 2. The law of the land shall not be such as to impair, nor shall it be so applied as to impair,
| the guarantees provided for in this Convention. :

|  Afticle 9 - ~
. 1. The extent to which the guarantees provided for in this Convention shall apply to the
.armed forces and the police shall be determined by national laws or regulations.

e m————— e e i i
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2. In accordance with the principle set forth in paragraph 8 of Article 19 of the Constitution
of the International Labour Organisation the ratification of this Convention by any Member
shall not be deemed to affect any existing law, award, custom or agreement in virtue of
which members of the armed forces or the pollce enjoy any right.guaranteed by this
Convention,

Article 10

In this Convention the term organisation'means any organié’ation of workers or of
employers for furthering and defending the interests of workers or of employers.

PART il. PROTECTION OF THE RIGHT TO ORGANISE

Article 11

Each Member of the International Labour Organisation for which this Convention is in
force undertakes to take all necessary and appropriate measures to ensure that workers
and employers may exercise freely the right to organise.

PART Ill, MISCELLANEOUS PROVISIONS
Article 12

1.In respect of the territories referred to in Article 35 of the Constitution of the International
Labour Organisation as amended by the Constitution of the International Labour
Organisation Instrument of Amendment 1946, other than the territories referred to in
paragraphs 4 and 5 of the said article as so amended, each Member of the Organisation

- which ratifies this Convention shall communicate to the Director-General of the

International Labour Office with or as soon as possible after its ratification a declaration
stating: -

a) the territories in respect of which it undertakes that the provisions of the Convention
shall be applied without modification;

t

b) the territories in-respect of which it undertakes that the provisions of the Convention
shall be applied subject to modifications, together with details of the said modifications;

¢) the terntor:es in respect of which the Convention is :nappllcable and in such cases the
grounds on which it is inapplicable; ;

|
d) the territories in respect of which it reserves its decision.

2. The undertakings referred to in subparagraphs (a) and (b) of paragrabh 1 of this Article
shall be deemed to be an integral part of the rattﬁcauon and shall have the force of
ratification. _ f

3. Any Member may at any time by a subsequent declaration cancel in whole orin part
any reservations made in its original declaration in virtue of subparagraphs (b), (c) or (d) of
paragraph 1 of this Article.

http://www.ilo.org/filolex/cgi-lex/convde.pl2C087 ', 171512007
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1

4. Any Member may, at any time at which the Convention is subject to denunciation in
accordance with the provisions of Article 16, communicate to the Director-General a
declaration modifying in any other respect the terms of any former declaration and stating
the present position in respect of such territories as it may spemfy

Article 13

1. Where the subject-matter of this Convention is within the self-govemmg powers of any '
non-metropolitan territory, the Member responsible for the international relations of that
territory may, in agreement with the government of the territory, communicate to the

Director-General of the International Labour Office a declaratron accepting on behalf of the
territory the obligations of this Convention. i

t

C2.A declaration accepting the obligations of this Conventton may be communlcated to the

Director-General of the International Labour Office:

a) by two or more Members of the Organisation in respect of any territory which is under
their jomt authority; or :

; :
b) by any international authority responsible for the administra:tion of any territory, in virtue
of the Charter of the United Nations or otherwise, in respect of any such territory.

3. Declarations communicated to the Director-General of the International Labour Office in
accordance with the preceding paragraphs of this Article shall indicate whether the -
provisions of the Convention will be applied in the territory concerned without modification
or subject to modifications; when the declaration indicates that the provisions of the

Convention will be applied subject to modifications it shall glve detalls of the said
modifications. f . '

4, The.Member, Members or international authorrty concerned may at any time by a

subsequent declaration renounce in whole or in part the rrght to have recourse to any
modifi catron indicated.in any former declaration. !

5. The Member, Members or international authonty concerned may, at any time at which
this Convention is subject to denunciation in accordance with the provisions of Article 16,

~ communicate to the Director-General a declaration modifying i in any other respect the

terms of any former declaration and stating the present position |n respect of the
application of the Convention.

PART IV. FINAL PROVISIONS | ’

- L
The formal ratifications of this Convention shall be communlcated to the Director- General
of the Internatronal Labour Office for registration, -

Article 15 o | I

1. This'Convention shall be binding only upon those Members of the International Labour

i
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Organisation whose ratifications have been registered with the Director-General.

2. }t shalt come into force twelve months after th_e date on whi'ch the ratifications of two
Members have been registered with the Director-General. ' :

A
3. Thereafter, this Convention shall come mto force for any Member twelve months after
the date on which its ratifications has been registered.

Article 16 S ;
) - !

1. A Member which has ratified this Convention may denounce it after the expiration of ten -

years from the date on which the Convention first comes into force by an act

communicated to the Director-General of the International. Labour Office for reglstratlon

Such denunciation shall not take effect until one year after the date on which it is
registered.

2. Each Member which has ratified this Convention and which does not, within the year
foliowing the expiration of the period of ten years mentioned in the preceding paragraph,
exercise the right of denunciation provided for in this Article, will be bound for another
period of ten years and, thereafter, may denounce this Convention at the expiration of
each period of ten years under the terms provided for in this Amc!e

- Article 17

1. The Director-General of the Internatlonal Labour Office shall notify all Members of the
International Labour Organisation of the registration of all ratifications, declarations and
denunciations communicated to him by the Members of the Organisation.

2. When notifying the Members of the Organisation of the registration of the second
ratification communicated to him, the Director-General shall draw the attention of the
Members of the Organisation to the date upon which the Convention will come into force. .

Article 18

The Dlrector—GeneraI of the International Labour Office shall communlcate to the
Secretary-General of the United Nations for registration in accordance with Article 102 of
the Charter of the United Nations full particulars of all ratifications, declarations and acts of
denunciation registered by him in accordance with the provisions of the preceding articles.

Article 19 - o

" -

At such times as it may consider necessary the Governing Body of the International
Labour Office shall present to the General Conference a report on the working of this
Convention and shall examine the desnrablllty of placing on the agenda of the Conference
the question of its revision in whole or in part.

Article 20 ' '

1. Should the Conference adopt a ne%ir Convention revising thi:s Convention in whole orin

http://www.ilo.org/iioiex/cgi-‘lex/conydc.pl?COS? : o 1/15/2007
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part, then, unless the new Convention otherwise provides:

- 1

a) the ratification by a Member of the new revising Conventidn shall ipso jure involve the
immediate denunciation of this Convention, notwithstanding the provisions of Article 16
above, if and when the new revising Conventlon shall have come into force

l

b) as from the date when the new revising Convention comes into force this Convention

shall cease to be open to ratifi catlon by the Members. ;

2. This Convention shall in any case remain in force in its actual form and content for
those Members which have ratified it but have not ratified the' re\nsmg Convention.

_Article 21 ; '

The English and French versions of the text of this Conventior:l are equally authoritative.

Cross references L

CONSTITUTION:P:Preamble to the Constitution of the Internatlonal Labour Organisation
Constitution; 19:article 19 of the Constitution of the International Labour Organisation
Constitution: 35:article 35 of the Constitution of the International Labour Qrganisaticn

Lo Home NORMES home ILOLEX home ynwersal Querv NATLEX
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03: 1] Right to Organise and Collective Bargaining Convention 1949

Cé)réy’engon conceming the Application of the Princlmes of lhe nght 1o Organise and 10 Bargain Colleclwely (Note: Date of coming into roroe: .
1 1951)

Convention:C098 -

Place:Geneva : ] ‘
Session of the Conference:32 . ‘
Date of adoption:01:07:1949

Sublect classification: Freedom of Assoclalion

Subject classification: Collective Bargaining and Agreements ;
Subject: Freedom of Assocliation, Coliective Bargaining, and |ndustrtal Relations . !
See. Ine ratifications for this Convention .

|
Display the document in: Frengh - Spanish . -
Status: Up-to-date instrument This ins‘mment}s one of the fundamental conventions. = ' . . ‘

“The General Conference of the International Labou.r- Organis'ation,

|

‘ Having been convened at Geneva by the Governing Bbdy of the International Labour ]

| - Office, and having met in its Thirty-second Session’on 8 June 1949, and I

| Having decided upon the adoption of certain proposals concerning the application of the
principles of the right to organise and to bargain collectively, which is the fourth item on [
the agenda of the session, and : '

i

Having determined that these proposals shall take the form of an international Convention,

following Convention, which may be cited as the Right to Organtse and Collective
Bargammg Convention, 1949:

i

|
adopts this first day of July of the year one thousand nine huhdred and forty-nine the |
i
)
. |
Article 1 - | | !

1. Workers shall enjoy adequate protection against acts of anti-union discrimination in

respect of their employment.

2. Such protection shall apply more particularly in respect of acts calculated to--
!

(a) make the employment of a worker subject to the condition that he shaII not join a union
or shall relinquish trade union membership;

(b) cause the dismissal of or otherwise prejudice a worker by .reason of union membership
or because of participation in union activities outside worklng hours or, with the consent of
the employer, within working hours

Ar‘tlcfe 2 '

. 1 j
1. Workers' and employers' organisations shall enjoy adequate protection against any acts
of interference by each other or each other's agents or members in their establishment,

_ functxomng or administration. : 1.

2. In partticular, acts which are desugned to promote the establishment of workers'
organisations under the domination of employers or employers' organisations, or to
support workers’ organisations by financial or other means, with the object of placing such

T a ! . .
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}.
orgamsatlons under the control of employers or employers' organlsatlons shall be
deemed to constitute acts of interference.within the meanlng of this Article.

Artacle 3

Machinery appropriate to national conditions shall be established, where necessary, for
the purpose of ensunng respect for the right to organise as def ned in the preceding
Articles. ‘

Article 4 K . L

Measures appropriate to national conditions shall be taken, wnere necessary, o
encourage and promote the full development and utilisation of machinery for voluntary
negotiation between employers or employers' organisations.and workers' organisations,

with a view to the regutlation of terms and conditions of employment by means of collective
agreements

Article 5'

1. The extent to which the guarantees provided for in this Conventlon shall apply to the
armed forces and the police shall ‘be determined by natlonal laws or regulations.

; 2. In accordance with the principle set forth in paragraph 8 of Article 19 of the Constitution
| of the International Labour Organisation the ratification of this Convention by any Member
shall not be deemed to affect any existing law, award, custom or agreement in virtue of
which members of the armed forces or the pollce enjoy any nght guaranteed by this

Convention.. |

Aticte6 = - oo

This Convent:on does not deal wuth the position of public servants engaged in the
administration of the State nor shall it be construed as prejudlcmg their rights or status in
any way. .

|

- Article 7 | !

The formal ratifications of this Convention shall be communlcated to the Director-General
of the International Labour Office for registration.
Article 8 .

. | :
1. This Convention shall be binding only upon those Members of the International Labour
Organisation whose ratifications have been registered: with the Dtrector—General

2. It shall come intc force twetve months after the date on whrch the ratifications of two
Members have been registered with the Director-General.

3. Thereafter, this Conventlon shall come into force for any Member twelve ‘months after
:the date on which its ratification has been registered. '
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_ Article 9 -
1. Declarations communicated to the Director-General of the International Labour Office in

accordance with paragraph 2 of Artacle 35 of the Constqtutlon of the International Lahour
Organisation shall indicate --

ST j
a) the territories in respect of which the Member concerned undertakes that the provisions
of the Convention shall be applied without modification; |

b) the territories in respect of which it undertakes that the pro{/isions of the Convention
shall be applied subject to modifications, together with details of the said modifications;

¢) the territories in respect of which the Convention is inapplicable and in such cases the
grounds on which it is inapplicable; '

d) the terrltortes in respect of which it reserves its decision pendlng further consideration of
the position. _

_ . 1 ‘
2: The undertakings referred to in subparagraphs (a) and (b) of paragraph 1 of this Article

shall be deemed to be an mtegral part of the ratification and shall have the force of
ratifi cation. )

3. Any Member may at any time by .a subsequent declaration cancel in whole or in part

" any reservation made in its original declaration in virtue of subparagraph (b) (c) or {d) of
~ paragraph 1 of this Article.

4. Any Member may, at any time at which the Convention is subject to denunciation in
accordance with the provisions of Article 11, communicate to the Director-General a
declaration modifying in any other respect the terms of any former declaration and stating
the present position in respect of such territories as it may specify.

Articte 10

1. Declarations communicated to the Director-General of the International Labour Office in
accordance with paragraph 4 or § of Article 35 of the Constitution of the International -
Labour Organisation shall indicate whether the provisions of the Convention willbe |
applied in the territory concerned without modification or subject to modifications; when
the declaration indicates that the provisions of the Convention will be applied subject to
modifications, it shall give details of the said modifications.

2. The Member, Members or international authority concerned hay'at any time by a

_subsequent declaration renounce in whole or in part the right to have recourse to any
modification indicated in any former declaration.

3. The Member, Members or international authority concerned may, at any time at which
this Convention is subject to denunciation in accordance with the provisions of Article 11,

communicate to the Director-General a declaration modifying in any other respect the

terms of any former declaration and stating the present posmon in respect of the
application of the Conventron _
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Article 11

!

1. A Member which has ratified this Corivention may denounce it after the exbiration of ten
years from the date on which the Convention first comes into:force, by an act
communicated to the Director-General of the International Labour Office for registration.

Such denunciation shall not take effect untli one year after the date on which it is
registered.

2. Each Member wh|ch has ratifi ed this Convention and whlch does not, within the year
fol!owung the expiration of the period of ten years mentioned in the preceding paragraph,
exercise the right-of denunciation provided for in this Article, will be bound for another
period of ten years and, thereafter, may denounce this Convention at the expiration of
each period of ten years under the terms provided for in this Article.

Aricle 12 o ‘

. 1. The Director-General of the International Labour Office shéll notify all Members of the
- International Labour Organisation of the registration of all rat|f" cations, declarations and
denunmatlons communicated to him by the Members of the Orgamsaﬂon

2. When notifying the Members of the Organlsat|on of the registratlon of the second
. ratification communicated to him, the Director-General shall draw the atftention of the
Members of the Organisation to the date upon which the Convention will come into force.

| Article 13

The Director-General! of the International Labour Office shall communicate to the
Secretary-General of the United Nations for registration in accordance with Article 102 of
the Charter of the United Nations full particulars of all ratifications, declarations and acts of
denunciation registered by him in accordance with the prowsmns of the preceding articles.

Article 14 ‘ BT

At such times as it may consider necessary the Govermng Body of the Internatlcnal
Labour Office shall present to the General Conference a report on the working of this

Convention and shall examine the desirability of placing on the agenda of the Conference -
the question of its revision in whole or in part, |

Article 15 | | l

1. Should the Conference adopt a new Conventlon revising thls Convention in whole orin
part, then, unless the new Convention otherwise prowdes ]

a) the ratification by a Member of the new revising Convention‘shall ipso jure involve the
immediate denunciation of this Convention, notwithstanding the provisions of Article 11
above, if and when the new revising Convention shall have come into force;

b) as from the date when the new revising Convention comes into force, this Convention
shall cease to be open to ratification by the Members. |
i
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2. This Conventlon shall in any case remaln in force in its actual form and content for
those Members which have ratified it but have not ratified the' rewsung Convention.
. . !
: Article 16 |
The English and F'rench versions of the text of this Conventio:n are equally authoritative.
- - , N
Cross references ‘
~ Constitution: 19:article 19 of the Constltunon of the [nternational Labour Orqantsatlon
Constitution: 35:article 35 of the Constltutrpn of the International Labour Organisation

!

1o Home NORMES home |LOLE}£;h.Qm§ Universal Query. NATLEX
| . |

For further lnformatlon please contact the internatlonal Labour Standards
Department (NORMES) by emall

infonorm{iilo.org f

Copynght © 2006 International Labour Orgamzatron (ILO}
Disclaimer.
webinfo@ilo.org
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C105 Abolition of Forced Labour Convention, 1957

Convention concemning the Abolition of Forced Labour (Note: Dale of coming into force: 17:01:1859.)
Convention:C105

Place:Geneva

Session of the Conference:40

Date of adoption:25:08:1957

Subject classification: Forced Labour

Subject: Forced Labour

Seg the_ratifications for this_Copvention ;

Display the document in: French §p_amsh .
Status: Up-to-date instrument This instrument is one of the fundamental conventions. !

|
- The General Conference of the International Labour Organisat*ion,

Having been convened at Geneva by the Governing Body of the International Labour
Office, and having met in its Fortieth Session on 5 June 1857, and

Having considered the question of forced labour, which is the fourth item on the agenda of
the session, and oo !

|
[

Having noted the provisions of the Forced Labour Convention, 1930, and

Having noted that the Slavery Convention, 1926, provides that alf necessary measures

shall be taken to prevent compulsory or forced labour from developing into conditions

. analogous to slavery and that the Supplementary Convention on the Abolition of Slavery,

_the Slave Trade and institutions and Practices Similar to Slavery 1956, provides for the
complete abolition of debt bondage and serfdom, and

'Having noted that the Protection of Wages Convention, 1949, brovides that wages shall
be paid regularly and prohibits methods of payment which deprlve the worker of a genuine
possnbihty of termmatang his employment, and

Having decided upon the adoption of further proposals with regard to the abolition of
certain forms ‘of forced or compulsory labour constituting a violation of the rights of man
referred to in the Charter of the United Nations and enunciated by the Universal
Declaration of Human Rights, and ;

Having determlned that these proposa!s shall take the form of an international Convent:on

adopts this twenty-fifth day of June of the year one thousand nine hundred and fifty-seven
the following Convention, which may be cited as the Abolition of Forced Labour
Conventlon 1957: '

|

Article 1 | !

Each Member of the International Labour Organisation which ratifies this Convention
undertakes to suppress and not to make use of any form of forced or compulsory labour--
(a) as a means of politlcal coercion or education or as a punishment for holding or
expressmg political views or views ideologically opposed to the estabhshed political, social
or economic system;

http://wwwtilo.org/ilole;_c/cgi-lex/convde.pl?c1 05
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(b) as a method of mobilising and using labour for purposes’ of economic development;

" {c) as a means of labour discipline;
) l

(d) as a.punishment for having participated in strikes; ,

(e) as a means of racial, social, national or religious discrimination.

Article 2 ‘ ‘ . f

Each Member of the international Labour Organisation which ratifies this Convention
undertakes to take effective measures to secure the immediate and complete abolition of
forced or compulsory labour as specified in Article 1 of this Convention. -

. ' ' |

‘Article 3

¢ .
The formal ratifications of this Convention shall be commumcated to the Dwector-GeneraI
.of the International Labour Office for registration.

}

Article 4 ' o 1
1. This Convention shall be binding only upon those Members of the International Labour
Organisation whose ratifications have been registered with the Director-General.

2. It shall come into force twelve months after the date on whlch the rahﬁcatnons of two
Members have been registered with the Dlrector-GeneraI

3. Thereafter, this Convention shall come into force for any Member twelve months after |
the date on which its ratification has been registered. ' .

. : ) _ |
Article 5 - _ |
1. A Member which has ratlf‘ ed this Convention’ may denounce it after the explratlon of ten
years from the date on which the Convention first comes into force, by an act ,
communicated to the Director-General of the International Labour Office for registration.
Such denunciation shall not take effect until one year after the date on whlch itis
registered. |
2. Each Member which has ratified this Convention and which does not, within the yeér :
following the expiration of the period of ten years mentioned in the preceding paragraph,
exercise the right of denunciation provided for in this Article, will be bound for another -
period of ten years and, thereafter, may denounce this Convention at the expiration of
each period of ten years under the terms provided for in this Article.

Article 6 S : ' !

1. The Director-General of the International Labour Office shall notify all Members of the
International Labour Organisation of the registration of all ratlf cations and denunciations
communicated to him by the Members of the Organusation

1

|
;
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2. When notifying the Members of the Organisation of the registration of the second

ratification communicated to him, the Director-General shall draw the attention of the

Members of the Organisation to the date upon which the Convention will come into force.
] .

Article 7 : | o
. ) ! . .

The Director-General of the International Labour Office shall communicate to the

Secretary-General of the United Nations for registration in accordance with Article 102 of l

the Charter of the United Nations full particulars of all ratifications and acts of denunciation

registered by him in accordance with the provisions of the preceding Articles.

‘ 4 }
© At such times as it may consider necessary the Governing Body of the International
Labour Office shall present to the General Conference a report on the working of this

Convention and shall examine the desirability of placing on the agenda of the Conference

the question of its revision in whole or in part. ) ' '

|
© Adicle 8 - | = !
' S

Article 9

!

0 1
.1. Should the Conference adopt a new Convention revising this Convention in whole or in i
part, then, unless the new Convention otherwise provides: | , l

a) the ratification by a Member of the new revising Colnventi{on shall ipso jure involve the.

immediate denunciation of this Convention, notwithstanding the provisions of Article 5 |

above, if and when the new revising Convention shall have come into force; i

|
b) as,from the date when the new rewsmg Conventlon come_s mto force this Convention
shall cease to be open to ratification by the Members. - ) . :
_ : . o i

2. This Convention shall in any case remain in force in its actual form and content for |

- those Members which have ratified it but have not ratified the revising Convention. ‘

Article 10

The English and French versions of thé text of ’ghis Convention are equally authoritative,
| .
Cross references :

Conventions; C029_Forced Labour Conventuon 1930 '
Conventions: C095 Protection of Wages Convention, 1949

. : | |
' |
|

{iLO Home NORMES home ILOLEX home Universal Query NATLEX

For further information, please contact the International Labour Standards
Department {NORMES) by emall

infonormé@ilo.org :
l .

Copyright @ 2006 International Labour Organizétion {ILO)
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| C135 Workers' Representatives.Conv'ention, 1971?

Conventlon contemning Protection and Facililiss to be Afforded to Workers' Reprasemathres in the Undertaking (Note Date of coming into force
30:06:1973.) ]

Convention:C135 ) !

Place:Geneva

Session of the Conference:56

Date of adoption:23:08:1971

Subject classification: Freedom of Association

Subject classification: Collective Bargaining and Agraements

Subject: Freedom of Assoclation, Collective Bargalnlng and Industrial Relations
See _the ratifications for this Convention . . |

Disptay the document in: French Spanish a ' ' .
Status: Up-to-date Instrument subject to a request for information

" The General Conference of the Inter_national L'abour'OrganiSation,

Having been convened at Geneva by the Governing Body of the International Labour
Office, and having met in its Fifty-sixth Session on 2 June 1971, and

Noting the terms of the Right to Organise and Collectwe Bargalnmg Convention, 1949,
which provides for protection of workers against acts of antt-unlon discrimination in respect
of therr employment and , ‘ S

: |
Consrdenng that it is desirable to supplement these terms with respect to workers'
representatives, and ,
l .
Having decided upon the adopt|on of certain proposals with regard to protect:on and
facilities afforded to workers' representatives in the undertakmg which is the fifth item on
" the agenda of the session, and ‘ . |

Having determlned that these proposals shali take the form of an international Convention,
I

adopts this twenty-thrrd day of June of the year one thousand nine hundred and seventy-

one the following Convention, which may be cited as the Workers' Representatives

Convention, 1971:

Article 1 S |

Workers' representatives in the undertaking shall enjoy effective protection against any act
prejudicial to them, lncludlng dismissal, based on their status or activities as a workers'
representatlve or on union membership or participation in union activities, in so far as they
act in conformity with existing laws or collective agreements or other jointly agreed
arrangements , ,
i

Article 2 ‘ :

1. Such facilities in the undertaking shall be afforded to workers' representatives as may
be appropriate in order to enable them to carry out their functions promptly and efficientty.
.o f . .

2. In this connection account shall be taken of the characteristics of the industrial relations
system of the country and the needs, size and capabilities of the undertaking concerned.

;

. . . t
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3. The grantung of such faculltres shall not impair the efficient operatlon of the undertakmg .
concerned. !

|
Article 3 - : . F

1
|

_ ) | |
For the purpose of this Convention the term workers' represeéntatives means persons
who are recognised as such under national law or practice, wtlwether they are—- .

(a) trade union representatives, namely, representatives designated or elected by trade
unions or by members of such unions; or

}
(b) elected representatives, namely, representatives who are freely elected by the workers
of the undertaking in accordance with provisions of national laws or regulations or of
collective agreements and whose functions do not include actwltles which are recognised
as the exclusive prerogative of trade unions in the country concerned

Article 4

1
i

National Iaws or regulatlons collective agreements, arbltratlon awards of court decisions
may determine the type or types of workers' representatives whlch shall be entitled to the
protection and facilities provided for in this Conventlon i

Article 5

Ly
Where there exist in the same undertaking both trade union rebresentatives and elected
representatives, appropriate measures shall be taken, wherever necessary, to ensure that
the existence of elected representatives is not used to undermine the position of the trade
unions concerned or their representatives and to encourage co~operat|on on all relevant.

‘matters between the elected representatives and the trade unions concerned and their
representatives.

Aticle | ' : o

Effect may be glven to this Convention through national laws or regulations or collective
agreements, or in any other manner consistent with national practice.
Article 7 ' T !

_ The formal ratifications of this Convention shall be communicated to the Director-General
of the International Labour Office for registration.
. ) |
Article 8 : ' ' !
1. This Convention shall be binding only upon those Members of the International Labour
Organisation whose ratifications have been registered with the Director-General.
|

2. It shall come into force twelve months after the date on which the ratifications of two
Members have been registered with the Director-General.

hutp:/fwww.ilo.org/ilolex/cgi-lex/cénvde.pl?C135 . 1/15/2007
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3. Thereafter, this Convention shall come into force for any Member twelve months after
the date on which its ratification has been registered. 1

Article 9

1. A Member which has ratified this Convention may denounce it after the expiration of ten
years from the date on which the Convention first comes into force, by an act
communicated to the Director-General of the International Labour Office for registration.
Such denunciation shall not take effect until one year after the date on which it s
registered. - .

|
2. Each Member which has ratified this Convention and which does not, within the year
followrng the expiration of the period of ten years mentioned in the preceding paragraph,
exercise the right of denunciation provided for in this Article, wnll be bound for another
period of ten years and, thereafter, may denounce this Convention at the expiration of
each period of ten years under the terms provided for in this {Article.

1

1. The Director-General of the International Labour Office shall notify all Members of the
International Labour Organisation of the registration of all ratifications and denunciations
communicated to him by the Members of the Organisation.
2. When notifying the Members of the Organisation of the registration of the second
ratification communicated to him, the Director-General shall draw the attention of the
Members of the Organisation to the date upon which the Conlvention will come into force.

Art:cle 11 _ _ o

The Director-General of the International Labour Oﬁ“ ice shall communlcate to the
Secretary-General of the United Nations for registration in accordance with Article 102 of
the Charter of the United Nations full particulars. of all ratifications and acts of denunciation
registered by him in accordance with the provisions of the precedmg Articles.

Article 12

At such times as it may consider necessary the Governing Body of the International
Labour Office shall present to the General Conference a report on the working of this
Convention and shall examine the desirability of placing on the agenda of the Conference
the question of its revision in whole or in part.

‘ c
Article 13 - i
1

1. Should the Conference adopt a new Convention revising this Convention in whole orin
part, then, unless the new Convention otherwise provides:

a) the ratification by a Member of the new revising Convention shall ipso jure involve the
immediate denunciation of this Convention, notwithstanding the provisions of Article 9
above, if and when the new revising Convention shall have come into force;

1/15/2007
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(R SO

~ b) as from the date when the new revising Convention comes into force this Convention

shall cease to be open to ratification by the Members. |
i

2. This Convention shall i in any case remain in force in its actual form and cdntent' for
. those Members which have ratlf ed it but have not ratified the rewsmg anven@ion.

b
Article 14 ' . o
. ) P

The English and French versions of the text of this Co_n\;renti_on are equal!y{ahthoritative.

§
Cross references :
Conventions: €098 Right to Organise and Collective Bargammq Conventlon 1949

I
Lo
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McDonald’s Code of Conduct for Suppliers

McDonald’s beiieves that all employees deserve to be trelated with dignity and
respect. In each and every aspect of the employment fclaiionshii), employers
need to. act towards their employees as they would themselves want to be
treated. The 100% satisfaction of our internal customers - our employees — is
essential to the 100% satis.faction of our external customefrs. Moreover,
McDonalc?l’s is committed to a policy of complying with t;he law wherever it

does business, and to maintaining high standards of business conduct. Asa

- result, McDonald’s has established a well-respected record and reputation for

business honesty and integrity. These principles apply globally, form the basis
for McDonald’s own ethical business practices, and are cornerstones to

McDonald’s success.

. i - ! . M

McDonald’s strongly believes that those suppliers who are approved to do
business with the McDonald’s System should follow the same philosophy, and,
in the best interest of the System, McDonald’s will refuse;to approve or do

business with those who do not uphold, in action as well as words, the same

_principles. McDonald’s recognizes that its suppliers are independent businesses.

Indeed, it honors that very independence because it provides strength to the
relationship. Nonetheless, actions by those with whom M‘cDonal-d’s does
business are sometimes attributed to McDonald’s itself, affecting its reﬁutation
and the goodwill it has with its customers and others. It is only natural then that
McDonald’s expects its partners in business to act with thé same level of

honesty and integrity. .

For these reasons, McDonald’s has established the following policy.

Compliance with this policy is required of all suppliers, and is the responsibility

f
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" EMPLOYMENT PRACTICES

‘ © 2000 McDonald's Corporation . 2

" of each individual supplier. Suppliers éhall ensure that their Subcontractors

comply with this policy for employees working on product supphed to
McDonald’s. Failure to comply with this policy will be suff cient cause for
McDonald’s to exercise its right to revoke a suppller S approved status.

McDonald’s reserves the right, as a condmon of contmuatlon of approval to

" conduct (or have its designee conduct) penodlc unannounccd inspections of

suppliers and their facilities and business practices to verify compliance with

theSf_: standards. : )

1

COMPLIANCE WITH APPLICABLE LAWS AND STANDARDS

All business activities of McDonald’s suppliers must conform to all applicable

national and local legal requirements, customs, and published industry standards

pertaining to employment and manufacturing. If statutory, requirements and

" published industry standards conflict, éuppliers must, at a minimum, be in

- compliance with the one which, by law, takes preéedencg.:

i

Prison or Forced Labor: The use of prison or forced labc{;r by a supplier is
absolutely forbidden. Likewise, the use of labor under any form of indentured
servitude is prohibited, as is the use of physical punishmer:n, confinement,
threats of violence or other forms of physical, sexual, psychological or verbal
harassment or abuse as a method of discipline or control, ;Supplicrs will not
themselves utilize factories or production facilities that fofce wo'rk to be

performed by unpaid or indentured laborers or those who must otherwise work

against their will, nor shall they contract for the produétiori of products for

McDonald’s with Subcontractors that utilize such practice$ or facilities.

t
R




. 1

Child Labor: The use of child labor by suppliers is strictly prohibited.

Suppliers are prohibited from using workers under the leg%l age of employment

for the type of work in the country where the suppliers pcfforms work for
McDonald’s. If the country in which the supplier is doiné business does not
define “child” for purposes of minimum age of employme:nt, the minimum age
of employment shall be 15 S/ears of age, and the employm:ent of any individual
in.the production of products for McDonald’s below that age shall be strictly
prohibited. If Iocal law allows the minimum age of employment to be 14 years
of age or younger, the minimum age of employmem shall be 14 years of age,
and the employment of any mdmdual in the production ot products for
McDonald’s below that age shall be strictly prohibited. In either situation,
minors between the ages of 14 and 16 may only be employed to work and only
be permitted to work during periods of time when they are0 not required by law
to attend school (except as may be permitted under apprenticeship or other

similar programs in which the minor is lawfully parﬁcipating).

Working Hours: Suppliers must ensure that all employeel_s working on products
supplied to McDonald’_e do so in'conipliance with all applicable national and

- local laws and with published industry standaros pertaioiné to the number of
hours and days worked. Such employees are to be provided with reasonable
daily and weekly work schedules and adequate allowance is to be made for time
off. Except in extraordinary business circumstances, empl':oyees will not be
required to work more than either (a) the limits on regular end overtime hours
allowed by local law; or (b) 60 hours per week, inclusive o‘f overtime. Adequate
time off shall be at least one day off per week, except in extraordinary business

circumstances. [n the event of conflict between a statute and a published

" ® 2000 McDonald's Corporation 3 1




industry standard pertaining to this issue, compliance must be with the one
taking precedence under national law. !

t

|
Compensation: Supplicr employees working on product §upp1ied to

McDonald’s must be fairly compedséted and providé‘d'with wages and benefits
that comply with applicable national and local laws. This includes appropriate
compensation for overtime work anldlother premium pay situations required by
applicable national and local laws. If local laws do not pr;vide for overtime

pay, supplicrs will pay at least regular wages for overtime work.

Non-Discrimination: Suppliers shall implement a policy"that conforms to local
and national law prohibiting discrimination in hiring and employ’men{ practices
on the ground of race, color, religion, sex, age, physical ability, national origin,
or any other applicable prohibited basis. - I | |

. . | !
Workplace Environment: Suppliers shall provide their employees with safe
1 " .

and healthy working and, where provided, living conditio:ns. Ata fninimum,
potable drinking water, adequate, clean restrooms, adcquétc ventilation, fire
exits and essential safety equipment, an emergency aid kit, access to emergency

medical care, and appropriately-lit work stations must be provided. In addition,

' facilities be constructed and maintained in accordance with the standards set by

applicable codes and ordinances.
!

Notification to Employees: Suppliers éhali notify employees of the terms of

these standards and post the terms, on the supplier’s letterhead and in the local .

language, in a prominent place accessible to all employees.

@ 2000 McDonald's Carpararian : .4
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INSPECTIONS

By Suppliers: Each supplzer shall designate one or more of its management
staff to be responsible for monitoring their factories and producnon facilities,
and the productlon facilities of their Subcontractors used i m the productmn of
products for McDonald’s for compliance with the standards set forth herein.
Each supplier must conduct such monitoring no less frcquently than on an
annual basis. | :
i

By McDonald’s: McDonald s reserves the right to conduct or have its desngnee

conduct unannounced mspectlons of suppllers and their busmess practices,

records, facﬂmes, and, where provided by supplier, housmg accommodatlons, as

well as private interviews with employees. Suppliers will'keep all information
necessary to documerit compliance with these standards readily accessible. Any
supplier who refuses to allow such inspections or interviews, or who does not

. {
comply with these standards, is subject to immediate termination of its status as
' !

1

an approved supplier.
|




McDONALD'S CODE OF CONDUCT FOR SUPPLIERS

ACKNOWLEDGMENT PAGE'

ACKNOWLEDGMENT OF TERMS

Accepted and agreed to on behalf of _ i , a supplier to

- McDonald’s. | acknow]cdgé that | am authorized to bind such compény* to the terms herein.

Signature Print Name , . Date
Title ' ' Phone Number = : E-mail address
COMPANY ADDRESS: ' . COUNTRY '

Executive Responsible for Social Compliance:

List all pfoduct(s) supplied to McDonald’s System: |

Please return this executed signature page to the McDonald’s representative whose name appears

below: : : o

Social Accountability Department

2915 Jorie Blvd, Dept. 061
Oak Brook, IL 60523 U.S.A.

@ 2000 McDonald's Corporation 6
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‘ __Dea.r F ellow MDonald .’s lemp]oyee,

' Los : -
"The basls for our entire business is that we are ethical, truthful and dependable.

Almost 50 vears ago, Ray Kroc thought this would still be impartant today. He was
right. Honesty and integrity are at the heart of QSC&V and olur success. And they

alwayé willbe, ;

Years ago, our S!dndards of Business Conduct could have been as simple as "We
are ethical, tr uthful and de.pendable Today, we operate in an envuonmem of
complex laws and rt,gulanons and many expectations of how we should conducl

business. The Standards of Business Conduct ptowde Buldance for many of the most
|

comp[:caled areas we face. .
. ‘ C )
Our Standards are important. They provide basic guidance, but are nota’ L

i .
substitute for cammunicating openly. Each of us is respons:ble for straight talk—

asking questions and 1a15mg issues, even when dmng, e} m:ghl be dlﬁmult

Personal clccountabll:ty extends to everything we dn at MLDUndld S. Acceptmg
personal resp(msibility for always choasing the right path is the true essence of our
Standards. Each of us, from the crew room to the boardroon’i is an ambdssador for
McBanald's in all that we say and all that we do }
‘ The McDonald's name is trusted and respected around the world. Your
commitment to doing what is right keeps the shine on the Ai'cheé worldwide.
Thank you. . l ' -
Sincerel;f. 1

L

James Skinner

Chief Executive Officer




. |
Introduction ‘ _ - T |
The Srdands of Business Conduct ' . v
Management Commitmens :
Keeping the Shine on Our Arches . ‘ '
e }
Personal Accountability - : .2
We Accept Personal Accountability | - . |

. We Communleate Openly/Business Integrity Lite )
We Act in the Best Interest of the System | . .
Quiside Investments . ) -
Reporting Concerns ’ i : |
Ouside Employment/Other Business Arrangemeams I
Doing Business with Family and Friends . I
Communicating Porential Conflivts of Inten est v Mchand s l

Our Commitment to Employees - o 5
Human Rights and the Law ‘
Respect and Dignity
Health and Safety . CoL 1

Our Commitment to Customers’ 6

Cleantiness and Safety

Marketing

Fair Competition and Antitrust !

. b

Our Commitment to Business Partners & Competitors 8

Owuner/Operator Relationships

Supplier Relationshlps

Sharing Information I

Coinpetitur Relationships

Gifts, Favors & DBusiness Entertainment.

Our Commitment to Shareholders _ -, 10
Corporate Governance and Internal Controls
Protecting Company Assets
Confidertial Information
luside nformation and Securities Trading

Business Records and Communications . .

Our Commitment to Communities . i 14

The Lester and Spirit of the Law 4
Political Actlvitles : !
Government huiries : : ] !
Environnent ; -
Communicating with: the Public ! .

Additional Resources _ 16

Peaple /Your Extended Team
Policies/Your Extended Infarealion Nevwork
Comparare Compliance Office

1

. . | .

The relationship that exists between McDaonald's and each of its employees 15 employment al
will. This means that either party 1o the employment relationship may tenminate the relationship
atl any time for any reason. with or without cause or prior notice. Nothing in the Standards of
Business Conduct changes the nature of the employment-at-will relationship or creates any
contractual rights between McDonald's, its employees or any other third party. McDonald's
reserves the right to determine how the Sandards apply w any particular situation. and 10 amend
ar modify the' Standards as it deems appropriate without prior notlce. consultation or agreement,

" 1

.
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The Standards of Business Conduct

These Standards of Business Conduct are a guide 10 the ethical
and legal responsibilities we share as members of the McDonald's
work [arnily. This is not a complete rulebook that ad(;iresses every
ethical issue that might arise. It is not a summary of all laws and
policies that apply to McDonald's business. It is not a contract. And
it does not replace good judgment. Rather, the Standards of
Business Conduct give us guidance and direct us to resources to

help us make the right decisions. !

Management commitment N

MecDonald's management is committed 1o living up o high
standards of ethical behavior. The McDonald's Board of Directors
oversees the Company’s adherence to ethical and legal standards.
Te help our employees 'rh;oughout the Systemn live up to our
Standards of Business Conduct, McDonald's has established the
Corporate Compliance Office. This office is responsible for over-
seelng the implementation of, and compliance wiih.:McDunaid's
standards and policies. : :
Keeping the shine on our Arches

No policy, booklet, committee or compliance office can guarantee
good. ethical behavior. Only each one of us can. It Is up to every'
person who Is a part of McDonald's to keep our good name shining

by doing the right things the right way. !

|
¢
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Qur success depends on each of us acreptmg personal res;)onsrbfhrv

for doing the right thing. -

We Accept Personal
Accountability

We each accept personal responsibility
for doing the right thing. We accept the
obligation to stop or prevent actions that
could harm customers, the Systefn-
or our reputation — and to report any
such actions as soon as they occur. We
deliver on our promises.

Employees who violate the law or the
Standards of Business Conduct are
subject to disciplinary action. up to and

including termination.

In the extremely untikely event that a
waiver of the Standards of Business )
Conduct for executive officers would be in
the best imterests of the Company, it must
be approved by the Audit Committee af’

- the: Board of Directors and promptly

disclosed to Shareholders.

We Communicate Openly/
Business Integrity Line
We speak honestly and openly and
listen far understanding, We raise
questions or issues, even if they are
difficult. etther with our direct supervisor,
another member of managemernt,
or, where appropriate. the McDonald's
Business Integrity Line, The Business
Integrity Line is a telephone line reserved
specificalty for employee calls on ethics
and compliance issues.

7

The McDonald s Business Integrity Line is
stalfed 24 hour*, a day, seven days a week by
an outside firm experlenced in handling
sensitive calls. Phone 800-261-9827 within
the United Sta}.&»s. Reverse charges if outside
the U.S. Interpreters are available.

If you know of any viotation of the
Stardards of Business Conduct or of any
applicable Ia\.:v. you must report the
viclation imn:mdialely to the McDonald's
Business Integrity Line or the Corporate
Compliance Office.

Callers may call anonymously. and no
attempt will l:)e made 10 identily them.
ANonymous callers should know,
however,_tha'[ it is often more difficult .
to appropriately follow up on issues
raised -anonymously. McDonald's — and
all superviso%y personnel — will not
allow any form of retaliation against an
employee who raises a concern or asks
a question in good faith. Persons who
retaliate will be subject to discipline, up to

and including termination of employment.

We Act i m the Best Interest

of the System

We act for the long-term henefit of our
customers and the McDonald's System —
owner/pperators. employees and suppliers

— never for personal gain or to favor
family or friends. Each of us must avoid
any situation in which our personal or
financial interests might cause our

i
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loyallies to be divided. Even the
appearance of a conflict of interest that
might cause others to doubt our fairness
or inte:grlty musl be avoided.

Outside Investments
Employees inay not own, gither directly
or Indirectly. a substantial interest in any
business enlity that does or seeks 1o do
business with, or is in competition with
MeDonald's, without written approval of
the Corporate Compliance Office. As a
guide, "substantial interest” is an
ownership interest greater than 5% of the
total net waorth of the employee and
immediate family members, or greater
than 1% of the ouvistanding equity
securilies for investmenis in a public
company. Exceptions to this rule are
investments in mutual funds or managed
accounts where employees exercise no
discretion as to the choice of investment.
Employees are also prohibited from
taking for themselves business or
invesunent opportunities that are
discovered through the use of corporate
property, Information or position. This
includes direetly or indirectly buying,
leasing or otherwise acquiring rights to
any property or materials if the employees
believe that McBDonald's may also be
interested In pursuing such opportunity.

Under no circumstances may .
employees make personal investments in
an enterprise If the investrnent may alfect
or appear to affect the employee’s
:iudgmem with respect o business
decisions with that enterprise. While
employees should be mindful of potential
conflicts that imay arise in invesiments in
private and public companics, employees
must also be sensitive o any insider
trading issues that may be associated
with investments in public companies.
(See "Inside Information and Securities
Trading™ on page 12 of this Standards
booklet for more information}.
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Outside Employment/Qther Business Doing Business with Family

Arrangements and Friends ! c .
Employces have a primary duty to ) A conflict of interest may arise when
advance McDonald's interests, Quiside doing business with or competing with
empioymem-or other business ‘organizations that employ family mermbers
- arrangements must not interfere with " or close pcxsona!'fdends. or in which such
this chligation. No McDenald's employee individuals have an interest.
may ever be in a situation where he or |
~ she is receiving compensation from a Commwunicating Potential Conflicts of
" supplier or business entity with whom ' Interest to McDonald's

he ar she is conducting business on Any actual or potential conflict of interest

behalf of McDonald's. situation must bé promptly disclosed 1o and
approved by the (%cuporatc Cormpliance Office.

¥

o
STOP AND
" REFLECT

Is it legal?

Isitright?

!
Will customers, co-waorkers, ~

friends and family approve

Will I feel good about my;
decision tomorrow?

If the answer to all these’
questions is "yes” — then you
are on the right track.




underage children or forced laborers,
We prohibit physical punishment or .
abusc. We comply with all employment

We value our people. their growth and their coniributions.

Human Rights and the Law

We suppoi't fundamentat human
rights for all people. We will not employ

laws in every markel where we operate,

Respect and Dignity
Each of our employees throughout
the world deserves to be treated with ~

. fairess, respect and dignity. We

! and applicants.

|

| to work in a place that is free [rom

| harassment, intimidation or abuse,

! sexual or othenwise. Verbal or physical

i . provide equal opportunity for employees

McDonald's employees have the right

conduct that demeans another.,

. : unreasonably interferes with another's

work performance or creates an

intimidating, hostile or offensive work

envirorment will not be tolerated.

_the influence of any

that could prevent
- one from

'

Health and Safety

We are cominitted Lo provide a sale
and healthy working environment. We
ask all employees to abide by all safety
rules and practices
and to take the
necessary A‘
precautions o
protect themselves
and thelr co-
workers. This
includes repo'm'ng
to work free from

illegal or controlled
substance (except
medically
prescribed drugs)

conducting work
aclivities safely and
effectively. For | ‘
everyone's safety. employees mus
Iminediately report accidents and unsafe
practices or conditions (o their
Err:lm(zdlate supervisoers.

—— e



We will deliver an exceptional McDonald'’s eating expeucnco starting
always with QSC&Y, 1o P'very customer. every ume

|
I
|
'

) CleanlinésS and S&féfy and prc:cedures.:and to report immediately
o Clean restaurants. Great tasling and any potential product or fa‘cility safety
safe {ood. Child-friendly IHappy Meal . problemto manflgemem.

toys. These have long been hallmarks of

Marketihgj

McDonald’s. and fundamenial to our
Our brand promise hegins even

brand promise. We have a comprehensive

: . . . (N .
| and strict program in place to ensure that before our customers enier out
restaurants, with advertising and

marketing that is truthful. tasteful and

. all of our food, toys and promotional

B . items are safe, and mect or surpass all

government requirements. It is the most worthy of one Of the world's most well;

known retail brands.

. fundamental responsibility of every
) McDonald's employee o follow all
- - applicable safety and hygiene policies




Fair Competition and

Antitrust

Most of the countries in which we
operaté around the world have fair
competition or antitrust laws in place
safeguard the rights of consumers to
the best products at the best prices.
McDonald's supports and complies with
thesc laws. These laws gencrally
prohibit, among other things:

* Enttering into any formal or informal
agreement or understanding with
competitors that fixes, conirols or
affects prices, products, terms of
sale, costs, profits or profit margins,
markets or market share, or
disiribution practices.

Agreémcnts or understandings
with competitors to allocate
customers or products, o boycotl
suppliers or persons with whom
they would otherwise transact
business, or 1o bid or not to bid
on business generally.

+ Competition laws also govern our
relationships with supplicrs and
owner/operators. Employees who work
with s:upplier councils, lncal advertising
coaperatives or OPNAD (Operators
National Advertising Fund) should
consult the Legal Depaﬁment abn'ul.
antitrust issues. 1t is the responsibility
of any inglividual who has a question
about these issues or any other
discussion, decision or action that has
potential antitrust implications to
consull ‘with the Legal Department
before such action has taken 'place.

- FEEL SPECIAL

\kmy customers take the time W unll or




Our owner/operators, employees and suppliers must work togethier
to provide the warld's best quick service restaurant experience, and (o keep

the shine on the Arches.

Owner/Operator

Relationships

We built our great Systetn by helping
owner/operators achieve prosperity in
a positive business relalionship with
McDonald's. We did
this by treating them
with faimess and
honesty. trough good
times 'ancl_.difﬁcult
ones. Treating our
; owner/operators right
continues to be a key
lo our success, and is
the responsibi]i\y- of
alt employees.

Supplier
Relationships

"Asa suppl‘ier to the first McDonald's,
Ray Kroc knew the impartance of
building strong relationships with
suppliers. We still do. We treat our
suppliers'honestly and [airly. We expect
our suppliers to treat us similarly, and
will regularly review our supply chain
10 make sure our suppliers live up to
our Code of Conduct for Suppliers.

i
|

. f
Sharing Information

Our suppliers arnd owner/operators
entrust us with confidential information,
which we may not discluse without their
written permission. We will not use any
llegal method;s to gather information
about other companies. We respect the
proprietary rights of others, including
patents, copyrights and trademarks.
Slea!iné irade,secret information, or
persuading past or present employees
of other r.'omp’anlcs to disclose trade
secrets, is prohibited.

We will pr(ﬁlect employee information
and restrict itsolely to those with a need
10 know for Ir'égitimate business pumposes.

|
Competitor Relationships

We respécg the rights of competitors,
and we will act fairly toward themn in
the markeipl;ice. We will strive for
competitive advantages through superior
rescarch, ma'rketing. execution. quality
and service, never through unethical or
questionable business practices. We

do not engage in unfair or llegal
trade practicies.



Gifts, Favors & Business

Entertainment

We will not pay bribes, or provide
anything of value in order to influence
or appear to influence the judgment or
actions of another. We exercise good
judgment and moderation in providing
business gifts or entertainment. We
respect the policies of the recipient’s
organization:

The purpose of business gifts and
entertainment in a commercial seiting is
to create goodwill and sound working
relationships. not to gain unfair
advantage with customers. No gift,
cntertainment ot other personal benefits
should be offered, given, provided or
accepted by any Company employee,
family member of an employee or agent
unless it

1. is not cash,
2. is consisient with customary
business practices.

3. is not excessive in value,

4. cannot be construed as a bribe or

payoff, and

5. does nut violate ahy laws or

regulations.

Please discuss with your supervisor
any gifts, proposed gifts or other
personal benefits which you are not
certain are appropriate, i there are
circumnstances where it would be
embarrassing Lo refuse a gift or other
personal benefits, accept the gift or
personal benefit, and advise your
supervisor who will determine whal
you should do with it.
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Qur shareholders are entitled to an atractive return on their
investments. and we have an obligation to mandge rhe business in their long-

term best interest.

Corporate Governance

and Internal Controls

We belicve that effective corporate
governance begins with a strong
Board of Directors, able to make
independent decisions on behalf of all
shareholders. We will take all appro-
priate steps to support such a Board.
We have a system of internal controls
and reparting mechanisms. and an
lndebc(_l.dent outside auditor, designed
to protect the assets and operations of
the Company and to provide
management and the Board with

accurate, honest and timely information.

Employees are required 10 live up o
the leiter and spirit of our systemn of
internal controls, and to cooperate

fully with any audit or investigation.

l

!
Protecting Company

Assets

It is the job of all McDonald's’
employees (o saleguard Company assets,
including our most valuable asset. our
brand. To the world, each of our actions
represents McDonald's, so we must do
our best at all :umes o live up o our
reputation. The improper use of the
McDonald’s ncfime. rademarks or other’
intellectual property 1s prohibited.

All assets, I‘nc]uding financial assets.
vehic]c-'s offu:e supplies. equipment,
computer software telephone and
internet services. volce mail and e-mail

may only be used for purposes authorized
by managemeni. Company computers or
networks may only be used in
accordance with Company policy, and
may never bel usedl 10 access, receive or
wransmit material that is iliegal.

Do not lodn. borrow, donate, sell or
dispase of any Company property
unless specifically authorized by the

- officer-in-charge. Employees may not

use Compan} property, information or
position far pcrsonat gain. Any act that
involves 1hef1 fraud, embazzlemant. or
mlsapprop: 1au0n of any property is
also prohlbtte.cl.

b
i
+



Confidential Information
Information is a valuable asset.
Confideniial information must not be
disclosed to anyone outside of
McDonald's and should not be discussed
with McDonald's employees who do not
have a business need 10 know this
information. Confidential infermation
may include, for example, unpublished
sales and financial information, major
Company changes, product or operating.
formulas and metheds, marketing and
real estate plans, research results,
employee data and infarmation about
relatonships with suppliers, franchisees
and others. Any information that could be
helpful to competitors or harmful to the
McDaonald’s System if publicly disclosed

-should be wreated as confidential,

Take precautions against accidentally
disclosing confidertial information. For
example, mark it appropriately, never
discuss it in public places, never send it
through e-mall unless appropriate
precautions have been taken, and keep
your laptops secured. The obligation
to protect McDonald's confidential
information continues even after
employment ends,
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Inside Information and
Securities Trading -

Tnformation that has not been made
available to the public and that a
reasonable person would consider
Imnportant in making an investment
decision is commonly called inside
information. Inside information includes
information that relates o other public
companies’ stock.
Examples of inside
information would be
significant upward or
downward revisions to
eamings forecasts,
significant restructurings,
management changes and
important product or
litigation devetopments.
Lt is illegal to buy or sell
securities of any company,
including McDonald's, based on inside
information. It is also illegal 1o inform
others about inside information, or to
méke stock buying or selling -
recommendations to others based on
such information.

" Business Records and

Communications
Shar{)holde_rs count on McDonald's to
provide honest and accurate information
and to make r‘esponsible business
decisions based on reliable records. Afl
financial books, records and accounts
must accurately reflect transactions and
events, and conform both 1o generally
accepled éccciuming principles and to
McBonald's systemn of internal controls,
Undisclosed.o;r unrecorded funds, assets
or liabilitles are not allowed. It is never
acceptable lo}make false claims on an

- expense repart or time sheet, to falsify

t . .
quality or safety results, to record falsé

[}
sales or rc:cmld thern early, 1o understate
or overstate known liabilities and assets,

to maintain updisclosed or unrecorded

funds or "off the book™ assets, or to defer
recording items that should be expensed, -

I
N entry may be made that intentionally
hides or disguises the true nature of any
transaction. , ‘

—




: Almost all business records —
inc]uaing e-mail and computer records

. — may become subject to public
disclosure. in the course of litigation or

7 ds are wouds: ¥ - .
governmenta] Investigations, Records o i LA e L E
me 16 life when

are also ofien oblained by outside
parties or the media. Employees should
therefore be clear, concise, truthful and
accurate when recording any
information. Avoid exaggeration, colorful

language, guesswork. legal conclusions.
and derogatory characterizations of

people and thelr motives.

Documents should be retained in
accordance wilh our document refention
policy. Contact the Legal Department
If there is any doubt about the
approprialeness of document
retention or destruction,




We are a local business. This is a great'strength and a great
responsibility. We must be leaders in social responsibility. and have a positive
influence on our neighborhoods. people and the environment.

The Letter and Spirit of

. the Law

. Our first and most fundamental
obligatlon in every country and
community where we do business is o
obey the letter and spirit of the law. This
applies both to McDonald's employees
and to third parties acting on behalf of
our Company. '

Almost every country in the world
prohibits making payments or offers of

anything of value to government officials,

political parties or candidates in order to
obtain or retain business. Commissions
or fees paid to dealers, distributors, -
agents, finders or consultants must not
he used as a bribe or kickback. .

Many laws govern the conduct of
business across borders. Among these

are laws that:

nizke sure that transactions are not
being used for money laundering;

ensure that companies do not
cooperate In any way with
unsanctioned boycoits;

restrict trade with cortain countries:

and

prehibit dealings thal could aid
terrorists or organizations that
support terrorists.

i

t
f

. Any employee who has a concern about
any legal issueis responsible for consulting
with the Légal bepaﬂmenl before any
potentially llegal acts have taken place.

I

Political ‘Activities

Generally, McDonald's and its global
majority-cwhéd subsidiaries do not make
political contri;bulions. In appropriate
circumstances, however, such
cantributions fma_zy be made with the prior
written approval of the Vice President for
Covernment Relations. Employees have a

constitutionally protected right to support .

political candidates and issues of thelr
choosing. Whlllle. engaged n such activities,
employees must at all times make clear
that their views and actions are their own,
arxd not t.hustlé of McDonald's.

i
Government Inquiries

McDonald’s cooperates with
government lag,encies and authorities. All
requests for information other than whas
is provided on a routine basis should be
forwarded to the Legal Department
iuunediately'ln order to respond appro-
priately to any such request.

All infot‘matidn provided should be
truthful and 1accurate. Never mislead
any investigator, and never alter or
destroy documents or records in
response to'an investigation.




Environment

McDonald’s — and every McDonald's
employee — has & responsibility to
protect the environment for future
generations.. We are determined to
analyze every aspect of our business in
terms of its impact on the environment
and to take actions beyond what is
expected if they hold the prospect of
leaving future generations an
environmentally sound world, We will
work to conserve and protect natural
resources, encourage environmenial
values and practices. effectively manage
solid waste, and ensure accountability
procedures for all our operatons,

Communicating with
the Public :

When McDonald’s provides
information 1o the news media, securities
analysts and stockholders, we have an
obligatlion to accurately and completely
communicate the facts. To ensure’
accuracy and completeness. employees
receiving inquirics regarding
McDonald’s activities, results, plans or
its position on public issucs must refer
the request to Communications, or the
department for your area that deals with

public issues. This applies w0 all public 4:1d helps he- commumt}' P

) et

statements, including those made on
Internet bulletin boards and chat rooms.

If with the consent of Communications
you answer a question from a public
source, be sure to stay within your level
of knowledge and get help o answer
questions you. may not be sure about.
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ADDITIONAL RESOURCES

Each of us must personally stand for these values, but still. we are stronger
when acting together in our goal of upholding them. Get support if you need it.
These resources are a good place to start. - - i+

People/your extended team S
* Your supervisor i
» Another member of managernent
+ Your officer-in-charge
* Human Resourcés
* Legal Department

+ Internal Audit
+ Business Inegrity Line 1-800-261-9827
» Employce. Assistant Programs {EAP)

i
|

-
Policies/your extended information n’ei‘work

4

Copies of these policies are available thruugh McDonald's mcb.sm' or AccessddCD:
* Code of Conduct for Suppliers

i
* Document Retention Policy |
, ) : |
« Corporate Electronic Communlcations Policy :

» Protecting McDonald's Information

-+ Human Resource Operating Guidelines
’ {

* Area Policies
Your area may have additional palicies that also serve as resources,
|
McDonald’s Corporate Compliance Office ‘
business.integrity@us.mcd.com ;
630-623-3522 ' '
800-261-9827
PO. Box 1567 ' .
Oak Brook. IL 60522-4567 1

Fax: 630-623-7125 '
t
Copies of McDonald's Standards of Business Conduct may be obtalned from the Human

Resoureces or Legal Deparunent for your area or through the Corporate Compliance Office.
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People Principles ‘ Page 1 of 1

* Employees are respected and valued.
+ Employees are recognized formally for good work performance, exira effort, teamwork, and customer service,
) 1

' - f

2. Values and Leadership Behaviors

e All of us act in the best interest of the company. |

« We communicate openly, listening for understanding and valuing diverse opinions.

e We accept personal accountability. ;
e We coach and learn, - ;
i

3. Competitive Pay and Benefits

e Payis al or above local market.
s Employees value their pay and benefits. . :

4, Leamlng,"Development, and Personal Growth

. ; . . -
¢ Employees receive work experience that teaches skills and values that last a lifetime.
+ Employees are provided the tools they need to davelop persenally and professionally.
i

5. Resources to Get the Job 'Done )
B 1

» Employees have the resources they need to serve the customer. !

« Restaurants are adequately staffed to allow for a good customer experiencé as well as to provide schedule flexibility,

work-life balance, and time for training.

1
t
H
!

. 1. Resources and Recognition
s Managers treat employees as they would want to be treated.
|
|
|
|
|

' - 11572007



ANNEX F

+

it e i R emin e s e o

e e b e s e ee A e = e

m — e



McDonald's®

2006 Worldwide Corporate Responsibility Report

| OPEN DOORSj For us at McDonald's, corporate responsibility is about

who we are and how we operate in the diverse communities
we serve. It's about the doors we open ... for our guests, our
employees, our owner/operators, our suppliers and others
who are affected by our business. Ajnd it's about keeping our
own doors open to share what's beh'iind the Golden Arches ...
not just what we do well, but our challenges too. We invite
you to open thisreport and engage W|th us in a discussion
about the impacts of our business, our responsibilities and

|

our performance. ’

Our actions are grounded in what Ol.iJr founder, Ray Kroc,

once said ..
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PROGRESS NUTRITION INFORMATION SUPPORTING $60.89 MILLION RAISED FOR
INITIATIVE SUSTAINABLE FISHERIES CHILDREN’S CHARITIES
page 22 page 34 page 57

We are putting nutrition infermation
right into our customers’ hands by using
an iconic approach to display calories,
protein, fat, carbohydrates and sodium
on our food packaging. OQur goal is to
have this packaging in place in 20,000
restaurants by the end of 2006,

“This stondardized
-approach to
communicating
key nutrient volues
to McDonald’s
customers has
been done in away
that is simple to
understand, which
| feel will make it

o useful tool for
those individuals
{ooking to moke
more informed
menu choices at
McDonald’s”
OR.HARVEY ANDERSON
PROFESSOR OF NUTRITIONAL
SCIENCES, PHYSIOLOGY
AND MEDICAL SCIENCES,
FACULFY OF MEDICINE

AT THE UNIVERSITY

OF TORONTO, MEMBER

OF MCDONALD'S GLOBAL
ADVISORY COUNCIL

ON BALANCED.

ACTIVE LIFESTYLES
TORONTO, ONTARIO

We have rolled out sustainability
guidelines for fisheries world‘wide. As
aresult of this focus, over the past five
years, 18,000 matric tons ofv{zhitefish
have been shifted to fisheries that meet
the new criteria, Guidelines used to
determine the sustainability of fisheries
were developed in partnershifs with
Conservation Internationat. |

“Many fisheries 1‘
worldwide are I
in trouble and
sourcing sustoinably |
is a key challenge
for big companies. !
The criterio used
by McDonold’s !
guide them to I
the best available

The McDonald's System, including
employees, owner/operators and
suppliers, aleng with the help of
customers, raised sbo.g million doliars
worldwide in 2005 in support

of Ronald McDonald House Charities as
well as other children'’s charities.

“Just os we open

the door to our
businesses each
morning, Renald
McDonald House
Charities opens
the door to
opportunities for
us to become more
involved in our
communities. While
RMHMC is a global
organization, its
impact is right in
our own backyards,”

LINDA DUKHAM
CHAIROF RONALD
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CPEN DOORS SPECIAL FEATURE:
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Ceres

ABOUT THE SCOPE OF THIS REPORT oo

For this report, we focused on the most relevant issues that we; along with our customers and other major
stakeholders, consider the highest priarities. To identify these briorities, we used various source materials,
including the Plan to Win (McDonald’s global business strategy). consumer research, internal subject-matter
leaders, our owner/operators, our suppliers. expert advisory councils, nonprofit organizations and the Ceres
Stakeholder Group (explained below). We also took account of the Global Reporting Initiative’s Draft G3
Sustainability Reporting Guidelines. '

For specific examples and performance measures, we have focysed on our nine major markets: Australia,
Brazil, Canada, China, France, Germany, Japan,? the United Kingdom and the United States. The designation of
“major markets” reflects many factors, including sales, revenues, operating income, number of restaurants
and potential for growth. By design, there is representation from all the major geographic sectors where we
do business. In 2005, the nine major markets collectively accounted for approximately 75% of total revenues,
82% of total sales and Bo% of McDonald's restaurants worldwxde

STAKEHOLDER GUIDANCE: THE CERES STAKEHOLDER GROUP

To further ensure we addressed the right issues in the right way, we engagéd the help of Ceres — a coalition of investors,
environmental organizations and other public interest groups that work W|th aselect group of companies, including McDonald’s,
to strengthen their social and environmental programs, .

Through Ceres, we established a Ceres Stakeholder Group who encouraged us to report our progress and future effarts in the
"0OPEN DOORS" spirit. Thay challenged us to talk abaut our limits and opportunities for improvement, as well as our achievements,
They recommended we take a deeper dive into how we get things done, particularly how we seek to achieve global abjectives in our
highly decentralized system. And they advised us to report more metrics and goals whenever passible.

You will see a “Ceres Stakeholder Questions and Perspective” at the opening of each chapter of the report and one within the
environment section in the Ptace chapter. In these five locations, the CeresLStakehulder Group elaborates on the issue and its
impacts and importance and asks McDonald's to respand.

The three top issues identified by the Ceres Stakeholder Group are:

*  What are we doing to help address current trends in obesity? page 16

+  How are we using our purchasing power to influence the upstream 5upply chain? poge 26
*  How are we addressing the System's impacts on climate change? page 62

We asked the Ceres Stakeholder Group for their perspective on two ather éreas as well;

*  What is the reality of working at aMcDonald's restaurant? page 42

*  How do our philanthropic efforts align with our husiness strategy? pag;e 54

Ceres has not endorsed or validated the views and information in our report but rather provided guidance on the approach and the
substance. We learned a great deal from their input and hope you will see it reflected in the report.

'

More thar 50% of McDonald's kzpan is publicly traded and called McDonald's Hotdings Campany {of Japan, Ltd.]. The remaining portionis owned by McDonald's Corparation.
Because we have access tq informatian about McDanald's in lapan. hawever, relavant data are included in this repart,
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Q&A:

Moderator

“White | am proud of
what McDonald’s
is todoy, I am more
proud of what we
can be.

I recognize that

we hove both the
opportunity and
responsibility to

-do more to serve
our customers and
communities in even
more responsible
ways.

Business, like life,

is ajourney. We are
never finished, The
diologue continues
ineach case, as it
should, becouse we
continue to listen

to our stakeholders
and adopt to the
evolving changes

in the world in which
we live”

JIM SKINNER
ADDRESSING THE BUSINESS
FOR SOCIAL RESPONSIBILITY

CONFERENCE,
NOVEMBER 2005

e Raberts

Roundtable with McDonald’s Management

Kellie teaches courses on carporate social responsibility (CSR) and consults with several Fortune

KELLIE A. MCELHANEY, Executive Director,
Center for Responsible Business,

Hoos Schoof of Business,

University of California, Berkeley.

John C, Whiteheod Distinguished Faculty,
Fellow in Corporate Responsibility

Hill.Kellie is also the faculty advisorI

' 500 companies in developing an inte.gra_ted CSR strategy. bridging her academic focus with the practitioner,
world. She is a member of the UN Globat Compact Faculty and was recently named a 2005 Faculty
Pioneer for Institutional Impact by tlhe biennial repart. Beyond Grey Pinstripes. Kellie holds 2 Ph.D. from theI
University of Michigan, a M.A. from Ohio University and a B A. from the University of North Carolina, Chapel

'for the CSR Fellows (pages 26 a-g).

On April 24, 2006, seven members of our senior management tf%'am gathered at McDonald's home office in
Oak Brook, IL, to discuss corporate responsibility and what it means for the company today and our direction

for the future. The discussion was moderated by Kellie McElha

of Californta, Berkeley and attended by employees from our Oa!r. Brook office. The following is a shortened
version of the transcript, edited for content and readability. |

KELLIE MCELHANEY: Welcome to the management roundtable
on corperate responsibility for McDonald’s leadership
team. When | look at McDonald’s and your stats — serving
more than 5o million people per day in more than 100
countries, with $20.5 billion in annual revenue — I'm left
with a rather obvious question. Why are we here to talk
about corporate responsibility?

JIM SKINNER: Corporate responsibility is very important to any
success that we have. We're fortunate at McDonald's, because
our founder, Ray Krac, left a legacy for us to live by and that was
that we give back to the communities that have given so much
to us. Se for us doing the right things and doing things right

is natural. As we become bigger we have more responsibility
—and certainly it's integrat to how our customers view our
business. In all the things we do that touch our customers and
touch our cammunities, we are the leaders, particularly in our
industry. Everybody looks to us to provide that leadership and
to challenge the way we go about getting it done. So net only do
we have a respensibility to our customers and our communities
and our own business model, we have some accountability and
responsibility to the rest of the industry.

KELLIE MCELHANEY: How does corporate responsibility
get integrated into your day-to-day business operations?

MIKE ROBERTS: It's not just about revenue. It's also about
responsibility in every area of the wortd. Our responsibility is to
be active in the communities, whether that’s support of Ronald
McDonald House Charities, whether it's Little League or soccer.
Qur operators, as a part of their commitment to the brand

and upholding our standards, take that very serigusly. We're
committed to operating responsibly — listening to our

McDaonald's 2006 Worldwide Corparate Responsibility Report

counciI:s. which have been set up to advise us in the areas of
nutrition, animat welfare and beef safety — so that we can do
the right things in every area that we do business, whether it's
supply chain or marketing or hiring practices or creating more
oppertunity for our people or in the way we market our brand.
This is about who we are, and that's why it's such a pleasure to
bea pa:rt of this team and a part of this company.

MARY DILLON: We know that today consumers are more often
making choices based on their perceptions about a company's
social responsibility performance. That's important for us to
unders%and because it could make a difference in a customer's
choice of whether to visit our restaurants or not. We know that
when ct:Jstomers know more about how socially respansible
we are,lit makes them more tikely to come back.

KELLIE MCELHANEY: How do you see corporate social
responsibility play out in the restaurants?

JEFF STIERATTON; It goes all the way from the farm right to the
restaurant. We work to make sure that rigorous food safety
standards are upheld in all of our restaurants. Training, food
safety and quality, the development of our food and our

menu it all ties in, because many of our suppliers consider
themselves extensions of our family, and so they have the same
rigorous approach to this as we doinside the cempany.

KELLIE MCELHANEY: Can you speak more to the supply chain
and was it more of a push strategy or a pull strategy?

FRANK IJIAUSCHE.TTO: If we ook at cur supply chain, there
are several important strategic pillars. One of them is our
commitment o social responsibility and that addresses
an array of items, starting with things like food quality and

Roundtat:ie

i
L.

ney from the Haas School of Business, University
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1IM SKINNER, Chief Executive Officer KER BARUN, President & CEQ, RMHC FRANK MUSCHETTO, Senior Vice President

MIXE ROBERTS, President and COO i .
Vice President

& McDonald Charities, Carporate Senior  and Chief Purchasing Officer

JEFF STRATTON, Corporate Executive

MARY DILLON, Executive Vice President Vice President and Chief Restaurant
and Global Chief Marketing Officer Officer

RICH FLOERSCH, Executive Vice President
and Chief Human Resources Officer

food safety. Also very important is the issue of sustainable
fecd supply. It's something we've been working an for the

last five years, and we're proud to talk about the sustainable
pragrams we have in place relative to fish and other products.

-Our cormmitment to social responsibility also includes animal

welfare. Qur standards for how animals are treated are
absolutely world class.

1IM SKINRER: Ray Kroc liked to say that we had principles when
we were poor and we're certainly going to have them when we're
successful and we're rich, Ray and Fred Turner set the highest
quality standards possible, sc those suppliers had te jump that
hurdle.Th'ey had to be able to deliver that and it went anand on
and on. Any time you look at any ane of our suppliers around the
waorld today, those expectations continue, We look at taste and
guality first, not efficiency, not cost.

FRANK MUSCHETTO: The profile of the suppliers that we select
is consistent with several attributes that we identified years
ago that we felt support what McDonald's is about. One of
them is about their commitment to corporate responsibility. If
they don't have it, if it's not endemic to their business, if it's not
strategic to the business, forget it. While we have some very
notable names in our supplier community, Kraft, Coke, just to
name a ¢ouple, I'mjust as proud of some of the entrepreneurial,
smaller companies that have that same high level of standards.

JEFF STRATTON: One of the other examples that we've used in
alot of our discussions with people around the company is the
toy business. Last year, aver a billion toys were produced for
distribution through McDenald's Happy Meals, and | believe
that not ane child spent a night in the hospital. This record

is due to our high safety standards for the design and
manufacturing of our toys. We do a tremendous amount of work
on the safety and security side and the supply chain side and
also audit facilities in countries such as China and Vietnam that
produce alot of these tays. Auditing helps make sure we hold
those suppliers accountable,

MIKE ROBERTS: There's a change occurring with customers.
Customers expect corporations to be very active in this area.
Customers want to know what the company stands for, what are
the values of the leadership team and are they executed in

the restaurants. They expect that as a part of who they're going
to do business with. [t's impartant toe our business and the
momentum that we're building that they know more about us.

KELLIE MCELHANEY: Do you sometimes feel alone in
the industry?

JEFF STRATTON: As issues arise, many of our competitors and
other companies that we do business with look to McConatd's to
lead. and | think we've done that in many areas, We have to act
like a leader, and that means that we have to pull together the
industry to talk about an issue that could affect us all. | think
we are mere proactive on that than ever. in Asia, we just pulled
together many of cur suppliers along with our competitors

and aur competitors’ suppliers to talk about the avian influenza
issue. We were the nucleus of putting that tagether, and

we did it with the United Nations, with their support and their
participaticn. We take leadership very seriously.

“We work to make sure that rigorous food safety standards are
upheld in all of our restaurants. Training, food safety and quality,
the development of our food and our menu — it oll ties in, because
many of our suppliers consider themselves extensions of our family,
and so they have the same rigorous approach to this as we do inside
the company.” - JEFF STRATTON

FRANK MUSCHETTO: But this story is typically not well known
outside the four walls of our offices, although | will tell you that
in dealing with the various areas of the scientific community,
government, academia, as well as within the industry,
McDonald's impact is mare well known. Now, it's great that they
know. But the challenge that we have is how to tell our story in
away 50 our customers can start appreciating how much we've
actually delivered, because | could cite chapter and verse where
we have hélped lift the standards of a food system in a country.




RESPONSIBICITY INTEGRATED
PLAN TO WIN VISION OUR RESPONSIBILITY
PEOPLE *. Our well-trained employees will proudly We have a responsibility to maintain a work environment where averyone feels valued ard
. provide fast, friendly and accurate service accepted, to provide training and other apportunitiés for personal and professional growth
" with a smile, in a way that delights our .and to promote job satisfaction.
: customers. ) |
- Yy . T
PRODUCTS We will serve food and beverages people We have a responsibility to provide a relevant variety of quality product choices thatour
' _ prefer to enjoy regularly. customers trust and to partner with suppliers that operate ethically and meet our social |
) responsibility standards. . !

PLACE Our restaurants and drive-thrus will We have a responsibility to manage our business by integrating environmental consider- i
be clean, relevant and inviting to the ations into daily operations and by constantly seeking ways to add value to the community.

+ customers of today and tomorraw. . 1.

PRICE 4 We will be the most efficient provider Wehave a responsnblltty to maintain our values and high standards as we provide food that |

. 50 that we can be the best value to the is affordable to a wide range of customers. !
most people. .

PROMOTION All of our marketing and communications We have a responsibility to maintain and build trust with all our stakeholders by ensuring 1
will be relevant to our customers and that our marketing and communications efforts are truthful and appropriate. :
consistent with our Brand.
MISSTON&VALUES

i
McDonald's mission is to be our customers’ favorite place and way to eat — with inspired people who delight each customer with unmatched |
quality, service, cleanliness and value every time.
THE FOLLOWING CORE VALUES GUIDE OUR ACTIONS AS WE STRIVE TO ACHIEVE OUR MISSION:
We are committed to our people and to We believe in openness, in operating We believe in giving back to the
providing oppertunity, as weil-trained our business with honesty and integrity, _ communities in which we do business and
employees are the key to our success. and in holding ourselves to high ethical . te supporting Rorald McDonaid House !
We believe in the “three-L 4 e standards. Charities and ather charities that promote
e belleve mt. e three-legged stoa . . the health and well-being of children.
the coltaboration of our owner/aperators, We are committed to well-being and to !
employees, and suppliers working together  encouraging balance by providing choice We are committed to growing our business
— because each leg of the stool must be in food and beverage offerings for our on behalf of our shareholders, who provide
strong for the system to succeed. diverse customers. the capital necessary for our company to
grow and should realize an attractive return
on their investments, i
|
KEN BARUN: One of the things that I'm very. very proud of when KELLIE MCELHANEY: That's great. It's a pipeline issue. In |
it comes to charity, that Ray Kroc said. is we have to continue to our incoming MBA class right now, 37% of them said that
give back to communities where we do business. Most people they came to Haas in part for our strengthin corporate
don't realize that we give back in communities where we don't social responsibility. | never thought I'd see those kinds
do business, and that really cuts through a lot for me. [t doesnt  of numbers in my lifetime, and here they are. It was 26%
matter if there are Arches up in that country or not. If there last year, so it's still going up. | think you're right to weave
are children in need, if there are families in need and we can this into your recruiting and your hiring. This is all great
play a part in sclving some problems or helping get over some information. How are you communicating these initiatives
challenges for them, then we're going to da that. Right now in with your customers?
the world, there are 6,000 families at this very moment staying e o .
. . \ MIKE RGBERTS: This is animportant priority for us, and we're
in Ronald McDonald Houses, which the McDonald’s System . ) .
\ . . working an it. How do you tell your story and how do you do it in
helps suppart. That's about 20,000 pecple right this very X X . e
. \ . away that's reflective of the humility and the curiosity that we
minute, and that's repeated day in and day out, 365 days a year, . )
all embrace? When you're creating 40 to 5o new products a year,
KELLIE McELHANEY: How does social responsibility affect a major part of our marketing spend is about launching those
McDaonald’s and its people? products. Yet today's consumers want to know as much abaut a
. . . . 's val i food
RICH FLOERSCH: It has a direct impact in terms of our ability to company's values and behaviors as theY do about your new foo
. news. Those markets that have done this successfully now have
be able to compeie for some of the best talent. How companies . \ |
. : . ) a steady state of 20% of their marketing spend as a part of
treat their employees, how committed they are to their relling their st 5 , looking at h
. rer r 3 N
develepment and how they can look at their management team eliing thetr story. 50 were refodking at our approac
and believe them to be an ethical management team — these RICH FLOERSCH: Communicating about the opportunity
things are very important to prospective employees and also at McDonald's is one of my priorities. Instead of senior
for our current employees. To cur own employees, the kind of management talking about these things, let's get real people at
pride that peopte would have around that will have a direct the store level — the restaurant managers, the men and wamen
impact on their level of commitment to McDanald's, their (evel who work in our restaurants, ownerfoperators, the people wha
of engagement and conseguently their level of perfarmance on own gur restaurants — these are the people whe should be ‘
the job, so it makes all the business sense in the world. talking about the opportunity McDonald's offers. Also, external \
page b McDonald's 2008 Worldwide Corperate Responsibility Report
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recognition about how McDonald's is a great place to work is
really something that's going to dispel the myths that are aut
there about jobs at McDonald's. We have just seen now in the
UK. they're taking Mclaebs head on with their McFlexibility
pragram. Saying, “This is what a job offers at McDonald's

= flexibility”

MIKE ROBERTS: And we should talk about another aspect of the
ways we engage with the world at large, like our partnerships.
Very few companies have as many advisory councils as we do of
outside experts lending their credibility and their advice to how
we govern.

KEN BARUN: |t was interesting with the Global Advisory Council.
Many of those members are very high profite — scientists,
people in the food indusiry, experts who are looking at obesity
and nutrition. Their comment to us has generally been, "l think
Fll be part of this because you have a great impact on a lot of
people. If | can help influence McDonald's white communicating
these messages to the public, I'd like to be involved”

MARY DILLON: Advocating for balanced, active lifestyles is
semething that has been a terrific leadership move on the part
of McDonald's, and it was a function of our own realization as
well as expertise and advice from our external Glabal Advisory
Council. We dic three things. One is offering more choice on

our menu. The secend, started by our European team, is putting
nutrition information on packaging. The third is advocating for
physical activity which, we've done all around the world and spent
a tremendous amount of resources on,

KELLIE MCELHANEY: lim, what do you see as the future of
CSR for McDonald's?

JIM SKINNER: For us at McDonald's, it's away of life and it's

a continuum — the pracesses that we have in place around
supply chain and opportunity for employment and food safety
and all of the things that we do that are seimportant to our
communities and giving back through Ronald McDonald House
Charities. It is something that we expect to continue, and we
want ta contribute at avery high level.

KELLIE MCELHANEY: What are the other issues McDonald’s
is facing?

MARY OILLON: Well, there's no question childhood obesity is

on people’s minds, At McDonald's, and as a mother, | take this
issue very seriously. kt's about not only what kids are ealing,
but their retative lack of activity. Soit's important that we
take leadership stances to educate and act on both sides of
this equation. Encouraging balance is an important ongoing
responsibility — making sure that we cffer choice, that we have
the right information available to parents as they're making
decisions and certainly, supporting and celebrating activity
with kids.

KELLIE MCELHANEY: It strikes me, since F've known
McDonald’s you've been held responsible faor a wida
variety of things. I'd like to know what aren’t companies
responsibte for, because at the end of the day you can't
be all things to all people.

I1M SKINNER: One thing that were not responsible for is

your personal responsibility. It is my personal responsibility
for the way | behave in my life. Now, what we are respaonsible
for is making sure that we allow enough choice and opportunity
for you te choose McDonald's and feel good about it. It's a
small distincticn, and it’s very difficult to communicate
because everybody wants to blame us, but | think we have

to be very ciear about the fact that we alt have our own
individual responsibility.

KELLIE MCELHANEY: Obviously the seven of you around
this table are going to leave a tremendous legacy. Jim, what
do you want your legacy to be?

JIM SKINNER: | do have three very specific expectations of my
tenure, Long-term, sustainable growth. Talent management and
leadership development, because it's about the people.

A better process of reaching dewn into the organization of high
potentials and giving them the opportunity to be developed on
the leadership side and on the management side. And balanced,
active lifestyles, which | took as a personal challenge, not
because we wanted to just move ourselves out of the target
zone, but because we wanted to be part of the solution. All
three tegs of our stoal, which are our ermpleyees, our owner/
operators and cur suppliers will benefit. That's the legacy that

| would like to leave.

“Today, consumers
expect more from
corporations. They
are relying less on
governments to
lead, and instead,
they're looking
to companies
for positive
change. Retail
is not just about
revenue-it's about
responsibility’
MIKE ROBERTS
ADDRESSING MCDONALD'S
SYSTEM AT 2006
WORLDWIDE OWNER/

OPERATQR CONVENTION,
ORLANDO, FLORIDA

“It doesn’t matter if there are Arches up in that country or not. If there
are children in need, if there are families in need and we can play a part
in solving some problems or helping get over some challenges for them,

then we're going to do that.” - xkeNBARUN

KELLIE MCELHANEY: | think with this leadership in place and
the strategy that is linked directly to your business you're
on a great trajectory, and | wish you a lot of luck in seizing
the oppartunity. Thank you for your time.




PERFORMANCE SNAPSHOT:
REPORTING ON GOALS FROM 2004 WORLDWIDE CORPORATE RESPONSIBILITY REPORT

STATUS KEY: @ No progress +Some progress ++Good progress +++ Excellent progress ® Met goal '
2004 GOALS STATUS SELF-ASSESSMENT
PRODUCTS: Add choice to our menu, particularly 4+ For adults, more choices added, especially salads
Balanced Active new choices for kids and more fruit and -
Lifestyles vegetable items, + We have made progress in offering a selection of side and beverage chaices on
poage 16 our Happy Meal Menu, including fruit and vegetables, milk and water. Cngoing
product innovation will include expanded side and beverage choices in addition
to new entrees. ,
Increase employee awareness of + Developed and distributed a crew training video in seven languages on *it's what
balanced, active lifestyles through i eat and what { do” Distributed materials encouraging balanced, active lifestyles
education and training programs on food to McDonald's managers from 46 countries at the 2005 Manager's Peak
quality, nutrition and fitness. Convention. Europe has introduced training for both crew and management on
balanced, active lifestyles, and a globat e-learning module is under development.
Explore new ways to deliver nutrition +ht Announced global nutrition information initiative for many packaging items,
and balanced, active lifestyle information to tobe phased in at 20,000 restavrants by year-end 2006,
our customers.
Champicn programs that bring fun, practical ~ ++ Introduced global “it's what i eat and what i do" initiative, Leveraged Olympic '
physical activity options to people's every- and global sponsorships including Olympic Day Run. tn the U.S., more than
day lives — focusing particularly on walking, 15 million stepometers were distributed and Passport to Play was launched.
Demanstrate leadership in our marketing +e We have continued 10 assess and evolve our marketing and advertising standards. .
and communications practices with We have also introduced additional training and accountability for those whose
our customers. work involves brand related communications and/or use of McDonald's trademarks.
2004 GDALS STATUS SELF-ASSESSMENT
PRODUCTS: Build capacity in suppliers to establish ++ We have participated in Project Kaleidoscope to test ways to sustain
Responsible systems that ensure ethical practices to compliance based on dynamic, internal management systems and ongoing
Purchasing help suppliers achieve our socially worker input. Several major suppliers have demaonstrated leadership and
page 26 responsible supply vision, self-management by adopting their own programs equivalent to ours, including
external monitoring.
Implement a validation process for our . We have developed a certification system with direct poultry suppliers.
antibiotics policy.
Maintain the effectiveness and quality of . Annual audits are done globally for meat {beef, pork and poultry}
audits conducted under our animal welfare processing plants.
program and work collaboratively with
industry to develop approaches that extend  + We have made some progress in working with industry. McDonald's Europe has
good animal welfare practices to the farm-level animal welfare standards in its Agricultural Assurance Program.
farm level. McDaonatd’s USA has joined a pork animal welfare coalition that is implementing
farm-level animal welfare standards and auditing.
Continue the refinement and implementa- +++ Environmental fish guidelines piloted and rolled out globally. Through these
tion of our environmental guidelines on guidelines, 18,000 metric tons of whitefish have been shifted from unsustainable
fish sourcing. sources.
Expand the pilot test of our envirgnmental ++ Pilot program completed. Scarecard currently being rolled out in the UK. and '
- scorecard to include additional suppliers. Australia. . I
Explore opportunities for encouraging .
actions that support sustainable agriculture  + To encourage sustainability at the farm level, we have engaged with the i
at the farm level, Sustainable Agriculture Initiative in Eurape. In other markets, we have been :
: unable to find similar collabarative efforts. :
page 8 Mclanald's 2006 Warldwide Corporate Responsibility Report
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2004 GOALS

STATUS SELF-ASSESSMENT

PEOPLE:
Opportunity;
Diversity;
Learning for Life

page 42

Systematically identify talent in qur
organization and offer apportunities for
advancement.

*+

CEQ Jim Skinner has named talent ménagement and leadership development
as ane of his three top campany priorities. Leadership Institute launched.

Educate employees about social
responsibility, major issues that affect our
business and relevant workplace issues.

We have increased our communications te restaurants, but have much further
to go. We have social responsibility communication materials available at
employee conventions, and we have increased the amount of relevant social
responsibility content on our external and internal websites.

Continue the increased dialogue between

_top management and employees worldwide.

-+

In additien to regular management town hatl meetings, which are webcast,
increased opportunities for communication between employees and top

management have been developed, such as conferences for restaurant managers,
and top management interactive webcasts and web log conversations.

Continue exploring better ways to
measure the business results of our
training pragrams.

++

As part of McDonald's Restaurant Operations improvement Program (ROIP),
we will be adding global measures for effective training.

Develop an education and training e A training program has been developed and launched in18 countries

.program for field staff and managers to worldwide, as ROIP is being integrated into the glabal business.

implement McDapald's Restaurant

Operations Improvement Program (ROIP).

2004 GOALS STATUS SELF-ASSESSMENT
PLACE: Control energy use. s Energy management tools were utilized in our top markets to monitor and
Giving Back; control energy efficiency within the restaurants. la addition, best practices
Economic Impact; are shared to fearn from leadership within the System, Energy data from eight of
Environment our top nine markets show that energy use remained constant, per transaction
page 54 count, from 2004 to 2005,

Seek innovative packaging that comes ] We have maintained a ratio of 83% renewable material-based packaging, '

from renewable or recycled sources. 31.5% of which is recycled content. Despite testing of innovative materials,

: we have not yet identified any breakthrough materials for packaging that are
commercially viable.
Develop sustainable forestry guidelines + McDonald's Europe has adopted a forestry policy for consumer packaging.
for all wood-based products. A global policy is being developed.
" Continue McDonald's annual World . World Children's Day in 2005 raised around $23.6 million. Planning is

Children’s Day and increase the amount underway for 2006. To support RMHC, in 2005 McDonald's set a goal to raise

raised by the System to support Ronaid sgo million for our goth anniversary. We surpassed this goal by raising, with the

McDonald House Charities and other help of employees, owner/operators, suppliers and customers, $60.g million.

children’s charities.

Encourage local markets to expand program ~ +++ There is very good momentum and focus of local markets supporting our

sponsorships, intluding those in the area grassroots physical activity programs.

of physical activity, fitness and sports.

lflevelop a corporate volunteerism program. o " At the corporate home office, though we have nat developed a formal

volunteer program. we do provide workplace flexibility and encourage corporate
staff to give back.




MEASURING PERFORMANCE:

To develop these KPls, we considered
which areas were most important to our
key stakeholders. We also consulted the
Glabal Reporting Initiative's Draft G3
Sustainability Reporting Guidelines.

To ensure corporate responsibility

was integrated into our core business
aperations, we paired the key issues

we identified with established metrics
currently being used to manage the
MecDonald's business. Where such metrics
did not exist, we worked with subject-
matter leaders to develop new, relevant
metrics.

We are still at the foundational stage

of deveioping KPIs. Our internal data
systems do not, at this point, allow us to
report all metrics exactly as we would
like. As we improve these systems and
gain experience and feedback, we expect
the KPls to evolve.

The methodologies behind the KPIs and
the figures reparted are explained in
more detail in the appropriate chapter.

Except as otherwise indicated, figures are for our
naine major markets: Australia, Brazil, Canada. China.
France, Germany, Japan, the UK. and the U5

Cansumer packaging does not include pre-packaged
items such as salad dressing packets.

Data for restaurant employaes are for company-
operated stores

Social taxes support government programs that may
benefit company emplayees [retirement, health,
unemployment).

Inclusive of a portion of the corporate contribution
funds noted below.

U5, data are available only for 2005 and. if included,
would skew 2004 and 2005 comparability. US. 20605
data for company-operated restaurants represent

1. 20 kWh per transaction count,

U.S5. data are avaitable only fer 2005 and. if included,
woutd skew 2004 ang 2005 comparability. 1.5, 2005
data for company-oparated restaurants represent
173,168 tons of 0z,

page 1o
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KEY PERFORMANCE INDICATORS (KPIs)

| !
{HcDONALD'S KEY PERFORMANCE INDICATORS’ 2004 2005
{
IBALANCED. ACTIVE LIFESTYLES
'OFFERING MENU CHOICE _ : ]
Average » of items, per market menu, that contain at least 1 serving of fruit or vegetables  n/fa 6.4
'Averaget of ittems, per market menu, that contain at least1/2 a serving of fruit or vegetables n/fa g.8
,PROVID[NG NUTRITION INFORMATION .
% of markets providing nutrition information;,
In-restaurant {i.e. trayliners, nutrition brochures ) 100% 100%
Out-of-restaurant (i.e. websites) 100% . 100%
:-RESPONSIBLE SUPPLY SYSTEM
SUPPLIER SOCIAL ACCOUNTABILITY {(WORLDWIDE)
'% of food, packaging and tier-1 equipment suppliers thathave affirmed our Code of Conduct 57, o% 89.0%
ENVIRONMENTAL lMPACTS OF CONSUMER PACKAGING* {NOT INCLUDING BRAZIL) !
‘Amount of packaging used, by weight, per transaction count nfa  o0a4lbs,
(% of packaging material that is made from recycled paper ) nfa 31.5%
lANIMAL WELFARE {(WORLDWIDE} ) .
#aof supplier meat (beef, pork and poultry) processing plants audited . - B34 521
PEOPLE® ‘ '
:OPPORTUNITY
l% of company-operated restaurant managers, started as crew members nfa 63.6%
% of non-restaurant staff above administrative level, started as crew members nfa 18.4%
% of operations staff at consultant level or above, started as crew members nfa 5%
‘% of worldwide top management team who started as crew members nfa 42.0%
EMPLOYEETRAINING&DEVELDPMENT , .
% of crew members satisfied that they receive the training needed to :
i do 2 good job (NOTINCEUDING AUSTRALIA, CANADA, CHINA, JAPAN) 79.4% 80.6%
% of managers who feel the person they report to supports their’
I professional development [NOT INCLUDING AUSTRALIA. CANADA. CHINA, JAPAN, UK.} 80.3% 81.6%
EMPLOYEE SATISFACTION (NOT INCLUDING AUSTRALIA, CANADA, CHINA JAPAN}
% of crew who would recommend working at McDonald’s to a friend 82.2% 83.2%
|% of crew who feel valued'as a McDanald’s employee . 76.5%  79.%
|% of managers who would recommend working at McDonald's to a friend 80.8% 81.6%
|% of managers wha feel proud to work for McDonald's Bz2.0% 83.5%
:MANAGEMENT OPPORTUNITIES FOR WOMEN
|% of company-operated restaurant managers wha are women © nfa 44.0%
% of mid-management office staff who are women n/a 39.9%
% of mid-management operations staff who are women nfa 31.5%
I% of worldwide top management team who are women nfa 15.3%
SOCIAL TAXES , s
lTotaI social taxes paid by McDonald's® $345.3m  $382.3m
PLACE ‘
:PHlLANTHROPIC ACTIVITIES (WORLDOWIDE)
Total raised by the McDonald's System, including employees,
owner/operators and suppliers, and with the help of customers, .
for RMHC & other charities? : ‘ . nfa  sbo.gm
[Total corporate cash & in-kind contributions $9.2m $13.3m
:LOCAL ECONOMIC IMPACTS {NOT INCLUDING JAPAN)
[Total capital expenditures (investments in new and existing restaurants) s0.94b $1.14b
:RESTAURANT-I.EVEL ELECTRICAL ENERGY USE (NOT INCLUDING CHINA, U S} 1
Kilowatt hours used per transaction count {TC}, resulting from electrical
l energy use in company-operated restaurants® 0.85kwh/TC 0.85 kwh/TC
:GREENHDUSE BGAS EMISSIONS {NOTINCLUDING CHINA, U.5.)
COz emissions {in tons) resulting from electrical energy use in .
[ company-operated restaurants® 591000 643,800

Key performance Indicators




CORPORATE PROFILE: THE MCDONALD'S FAMILY'"®

oz
l.

around the world.

THE THREE-LEGGED STOOL

|
EMPLOYEES

The McDonald's experience starts with our
people. Together with our franchisees, we
‘'employ more than 1.5 million people areund
the world. Approximately 421,000 are our
own employees [about g7% of them in our
in:ompany-operated restaurants).

‘We take seriously the responsibility to
promote fair, safe, healthful working
‘conditions, effective management
policies, diversity and inclusiveness in our
‘restaurants,

i
iWe pride ourselves on the opportunity

,available within the McDonald's System.
..Opportunity is seen in the fact that 42
:percent of our worldwide top management
i~ including our CEO, the Chief Restaurant
[Officer, the President of McDonald's
Europe, the President of McDonald's
IAPMEA (Asia Pacific, Middle East, and
Iafrica) and all three of the U.S. Division
Presidents — started their McDonald'’s
"careers serving customers.

About 30,770 McDonald's locations in 18 countries.

More than 73% of McDonald's restaurants are owned and operated
locally by approximately 5,920 independent local men and women

This innovative structure allows restaurant staff to serve the needs
of today's busy famities with high quality ingredients and great service
at convenient locations — all within a global framewaork that ensures
high safety, quality and accountability standards.

OWNER/GPERATORS

Our relationships with awnerfoperatars
are the key to our success, as they help
to ensure the right balance between Iocal
autonoemy with our worldwide quality and
service standards.

QOur owner/operators live and wark where
our customers do. They know the local
business environment and are deeply
connected with the interests and concerns
of their communities. ’

Owner/operators develop and implement
their own business plans, make their own
purchases of goods and services, hire and
manage their own employees™ and reap

the benefits of their own success. They set
their own wage scales, decide what non-
mandated benefits they will provide and
make their own decisions about who te hire
and promate.

In addition to ensuring that all McDonald's
restaurants worldwide conform to a strict
set of quality, service, cleantiness and
safety standards, we collaborate with
owner/operators to support responsibte
business practices.

Company poticies refated to employees da not cover pur ind

ownerfop s or their employees.

WEARE'PROUD OF OUR FAMILY'S'SUCCESS

*» Our restaurants serve more than 56 million people

around the world every day.

» McDonald's revenues (sales by company-operated
restaurants and fees paid by franchisees
and affiliates) totaled $zo.5 billion in 2005, +7%

more than 2004.

Honarary Chairman Fred Turner characterized McDonald's operations as a three-legged stool, the legs being our employees, owner/
operators and suppliers. As with a stool, all three are essential, and all three have to be strong and balanced to succeed.

_\..";'",’\ I,

SUPPLIERS

McDenald's is a consumer with a very
large shopping cart. In 2005, worldwide
restaurants’ purchases of food, paper
and toys — by far our largest expenditure
categories — totaled approximately $18.3
billion. In terms of expenditures, beef is
our largest purchase, followed by chicken,
packaging and dairy products, including
cheese. Since 2002, our global expenditures
for chicken products and produce have
increased, reflecting, in part, new menu
offerings like meal-sized salads.

We are well aware of the responsibilities
and opportunities that come with this
level of purchasing power and how our
procurement policies can affect producer
industries and their own employees. We are
constantly exploring new ways to exercise
this influence responsibly. When it comes
to our suppliers, we fully expect them to
share our values and commitments and
have implemented numerous programs to
encourage this.

tn addition 1o McDonald's restaurants. we operate Boston Market and Chipatle Mexican Gritl in the U 5. and awn a minority interest in Pret a Manger, which is based in the U.K._ 1n 2005,
these ather brands accounted for somewhat less than 7% af total revenues. Because they represent such a relatively small fraction of our husiness and function quite autonomausly,
this report concerns only the policies, perfarmance and operations of brand McDaonald's, except in the area of financial perfarmance,

pagen




CORPORATE PROFILE: THE MCDONALD'S FAMILY

COCAL'RESTAURANTS GLOBAL'STRUCTURE

McDonald’s is organized by geographic segment or Area of the World {AGW): North
America, Europe, Latin America and a segment comprising the Asia/Pacific, Middle
East and Africa (APMEA). There is also a segment for the non-McDonald's brands.

France, Germany and the UK. account for more than 60% of Europe’s revenues.
Brazil accounts for more than 40% of Latin America’s revenues. And Australia, China

;and Japan account for nearly 50% of APMEA's revenues. Together with the U.S. and

Canada, we designate these countries as our “major markets.’

LISTENING TO OUR SYSTEM

In arder to be successful as a business, we must listen. We simply cannot succead
without hearing from our customers, restaurant staff and suppliers around the world
about what matters to them.

in North America and Europe, there are independent awner/operator councils to
provide feedback on corporate policies and programs and initiate proposals for
improvements. Local cooperatives, consisting of owner/operators and company staff,
jointly make decisions on such matters as expenditures for local advertising and plans
for rolling out local promotions. In the U.5.. we also benefit from the counsel of

owner foperator diversity organizations.

We also have supplier councils for certain averarching priarities, like quality assurance
and safety. These councils have been a vehicle for collaboration on our global Animal
Welfare Guiding Principles and initiatives to strengthen system firewalls against
bovine spangifarm encephalopathy {BSE).

The McDonald’s System is decentralized. But we also recognize the need to maintain

a system in which everyone adheres to the same core values, principles and standards.
We balance these in an approach we call “freedom within the framework” Local
businesses — owner/operators and restaurant managers — have the flexibility and
responsibifity to develop programs that respond to the diversity of our customers and
local market conditions.

LOCATION'AND'OWNERSHIP
OF MCDONALD'S RESTAURANTS

137127

[:I Franchise & Affitiated S

Company-operated

7692

6,252

1,617

Latin

REVENUES, 2003-2005

120460 |
319,065
1 s [T ] _
— - | -
] | | | l_
L&l 2004 2005
h—-—-_,.___-_.l “‘—-__‘_-.
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BETTER,NOTJUST BIGGER

We are seeking to grow by being better, rather than just bigger by attracting more
customers more often to our existing restaurants. To achieve this, since early 2003,
our worldwide operations have been aligned around a global strategy called the

Plan to Win. The Plan proceeds fram our brand mission to “be our customers’ favorite
ploce and way to eot” It centers on the five basics of an exceptional customer

experience — People, Products, Place. Price and Promotion. Each P has its own vision,

specific objectives and key performance measures. This reflects an approach to
leng-term, sustainable, profitable growth.

Our atignment behind the Ptan to Win has driven consistently strong financial results.

We are committed to continue to drive sales by further improving operations and
enhancing our customers’ experience.

THE CONTINUING PURSUIT OF EXCELLENCE

We are committed te continuously improving customer satisfaction. Achievement
of this mission requires consistent outstanding restaurant aperations — safe,
high-quality food; quick, friendly, accurate service and a clean, welcoming restaurant
environment. To provide these, we must stay ahead of the curve by implementing
stringent standards that strive to not only meet but exceed what is required

and expected.

We initiated the Restaurant Operations Improvement Process (ROIP) in 2002 to
help improve restaurant performance and accountability as related to our quality,
service, cleanliness {QSC) and people practice standards. The standards have
been broken down into specific pracedures and are organized into 12 systems that
deliver the experience our customers expect.

Initially launched in the U.5., ROIP has since been introduced it in 16 edditional
countries so that it now covers countries representing 84% of our revenues
worldwide. By the end of 2006, coverage will have been extended to restaurants
representing more than g4 % of worldwide revenues,

Under ROIP, both company-operated and franchised restaurants are subject to
periodic onsite reviews of their performance, The reviews identify strengths
and opportunities for impravement and provide the basis for training and other
action ptans.

In addition to these periodic reviews, we score every restaurant basedona
mystery shopper program — unannounced, anonymous visits by trained personnel
who rate the restaurant’s QSC performance according to their experience as
customers. We also get input from our own staff at each restaurant by way of an
annual employee satisfaction survey.

Some business units around the world include a restaurant measure based on
customer comment. For example, in the U.S., customers can provide feedback via

a toll-free number (1-Boo-244-6227). In 2006, we plan to establish a standard code
for the different types of customer comments we receive and incorporate customer
feedback into our ROIP restaurant performance measures on a global basis.

2005 REVENUES

APMEA
14%

Latin America
6%

Canéda
5%

u.s.
34%
Europe
35%

Other
6%

DISTRIBUTION OF COMPANY EMPLOYEES

APMEA
27%

U.5. & Corporate
22%

Latin America
13%

Canada
6%

Europe
32%
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GOVERNANCE: OPERATING WITH ETHICS l

Corporate responsibility begins at'the top. - PROMOTING'GOOD' GOVERNANCEAND’ —
At McDonald's, the concept of good corporate ETHICAL CONDUCT

governance dates back to.our f‘OUﬁd@Fr Ray Kroc. Our Board of Directors and top management work to ensure

Over the years, we have established policies and the company's integrity in all its dealings with shareholders.

standards in line with his vision of “a solid, permanent, Our commitment is codified in policies, standards and codes,

constructive ethical program that will be in style including our Corporate Governance Principles, Code of
s ,—, Conduct for the Board of Directors, and Code of Ethics for our
years from now even more than it is today’

CEO and Senior Financial Officers.

In 1994, the Board of Directors made the then-innovative
decision to include a summary of our governance principles
,m_ in proxy statements for the annual Shareholders Meetings.
, _ Since then, most companies have followed suit. Our Corporate ¢
::‘;::‘;?Ld::t‘:::/ S[anda ]ds Goﬁer.nanc.e Principles have f?’valved aver time in response t.n
; = B lSi Ness changing views of best practices and sharehc{|der expectations.

: - The Board is committed to reviewing these Principles at least

Conduct . " once a year, with a view toward continuous improvement.

The Standards of
Business Conduct
are available

online at www.csr,

1m; e promie e G s - The Principles include pfovisions designed to ensure
R " 1L independent oversight of the company’s assets and business
NOMMAS cle: affairs. They require that a substantial majority of our Board
anr_iuclﬂ < members be independent i.e., “free of any relationship with
e i"!C‘.—tO\';ic‘ b ! th C‘ompanyl orits manta?gement that. may impair, c?r appearto .
i ~ impair, the Director’s ability to make independent judgments”

LT ET S Y

STAN DARDS OF BUSINESS CONDUCT

ForMcDonald's employees worldwide, the overall framework+
for ethical business practices is our Standards of Business
Conduct.!3They apply te all our salaried employees worldwide,
including restaurant managers. First published more than 40.
years ago, the Standards have been repeatedly revised to
reflect the changing business environment. The most recent
major revision was completed in 2003,

Although no written code can provide rules for handling every
ethical issue that might arise or incorporate all the laws'and
policies that apply to our worldwide business, the Standards
establish a foundation in our core values, provide an orientation
to ethical business conduct, offer guidance in a wide range of
issue areas, and identify resources for questions and concerns.

At the heart of the Standards are three basic principles
— personal accountability, open communication and action
in the best interests of the System. Employees are asked to
. recognize that only they, individually, acting according to these
P i . principles and exercising good judgment, can “keep the shine on
our—f\rches by doing the right things in the right way”

% There ara currently 14 members of the Board of Directors, 12 of whom are independent. The twu.management members are the CED and the President. The Board Chairpersonis an .
independent Director.

2 Although company policies refated to amployees do not cover ouf independent owner/operators or their employees, ce}:ainexpectatiuns in the Standards of Business Canduct

parallet expactations for our owner/operators and. hence, the employees who are their agents. They include, for exampre, compliance with a1f applicable laws and regulations and
pravisions for & safe wark envirenment.

Page 14 Mclonald's 2008 Worldwide Corporale Responsibility Repurt Governance i



COMPLIANCE'PROGRAM'FOR THE'STANDARDS

The Standards are a guiding policy imptemented by a Corporate Compliance Officer
who reparts directly to the General Counsel.

Under the Standards, employees are responsible for raising questions or.issues and
for repbrting known violations by way of a toll-free Business Integrity Line staffed
24-hours-a-day, seven days a week. Translators are available for employees who speak
languages other than English. Employees may report ananymously and are assured
that no attempt will be made to identify them. Retaliation against employees who
raise concerns is prohibited and cause for disciplinary action.

When employees receive the Standards, they are asked to sign a form certifying that
they have read and agree to abide by them. They are subsequently asked ta re-certify
on an annual basis. The response rate is g8% or better in virtually all countries.
Certifications are kept on file and subject to review by internal auditors.

Another important pari of the compliance prﬁgram is training to help employees fully
understand and apply the Standards in their daily work. The training program consists
* of aseries of required antine courses, each with a verification process. It includes:

* The philosophy of the Standards, employees’responsibilities and the
resources available,

Protecting confidential information and records management.

* “E-compliance” asscciated with e-mail and web-based communications.

Anti-trust policy, for employees responsibte for supplier purchasing and pricing.

» Anti-corruption laws for employees and third-party agents, especially those
conducting international business, to support compliance with the Fareign
Corrupt Practices Act. ‘

POLITICAL CONTRIBUTIONS POLICY

In March 2006, our Board of Directors adopted a Political Contributions Policy
under which political contributions made in the U5, will be reparted semi-annually on
medenalds.com.

THE FUTURE

One of our aims is to further develop and maintain an effective business conduct
compliance program. This will involve ongoing actions ta keap employees aware af
the tone at the top and the expectations for them. We also look taward extending our
training program to reach employees worldwide and to providing additional guidance
and training that will help them integrate the Standards of Business Conduct and
related policies into their daily business activities.

RESPONSIBLE CORPORATE STEWARDSHIP

RESPONSIBLE'CORPORATE' STEWARDSHIP

(At McDanald's, we take seriously the responsibility that comes -
with being a major player in the global food industry. While the
issues we face are constantly evalving, we make every effort to
|65§§55 potential opportunities and risks, stakehoider interests, .
sources of relevant expertise, resources and all other relevant
Ifactorv_;. And while situations and circumstances vary from
country to country and month to month, we adhere to severa_l
basic principles:

We always keep the customer in mind.

We seek opportunities for leadership in our industry where
we believe we can make a significant difference.

We seek to learn from experts.

We seek ongoing improvement.

We seek to continually collaborate, whether with our
owner/operators and suppliers or outside organizations.

OVERSIGHT AND COORDINATION OF
'CQ_RPORATE I‘QESPONSIBILITY

Consistent with our policy to act as locally as possible, our local
and regional business units play a role in both developing and
implementing corporate responsibility policies and strategies.

IThé' Board of Directors has a standing Corporate Respunsibiiity
Committee. It acts in an advisory capacity to the Board and to
management on policies and strategies.

At the global management level, several groups provide
lleag:ler-ship an particular types of corporate responsibility
issues. For example:

* Worldwide Corporate Relations Council: aligns all
communications and external affairs for McDonald's globally;
oversees and advises on our corperate responsibility efforts.

* Quality Assurance {QA) Board: QA directors in each of our
major geographic sectors and senior-level supply chain and
food safety specialists lead the development and executian

of our worldwide food quality strategies, including food '
safety and responsible purchasing initiatives. :

(_forporats Citizenship and Issues Management Department;
provides corporate staff leadership, coordination and :
support for our global corporate responsibility policies

and programs.

+ Safety, Security and Social Accountability Department: ‘
developes and monitors our System standards relating to the
safety and integrity of our praducts, including our Code of.
Conduct for Suppliers. :
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ooucrs: Balanced Active Lifestyles :

o~

:Offering Menu Choice
Providing Nutrition Information

Promoting Physical Activity

Marketing and Communicating Responsibly

i

!

) OPEN DOORS | (EE5 SuNITIEMEE QYERIENS XD FEECEESHRIES /
L ] |

| Wieg selle do yom ks fa (e dioshy exieis end how ese you addsassing .
thisiiesponsibility 3

Goncernslaboutfobesitytrendslarelorowinghgandyustitiablysol nimosddeveloped i E .
———— 3 i .3

|

|

countries¥obesi typratesihavetrisertd ramaticallygi mth e)lasdecadeXandithe e |
E@hd{éﬂ@:ﬁ@@ﬁh@lﬁ@l@ |
mﬂcﬁm&ﬁ@h@@ﬁ foodloral *
corbinationy @mmw@mmn@m@a !
nultizfacetedlcollaborationlbyfoovernmern AN GOsHeal thiprofessionalslandiprivatel
consideringlal feis8wha isitHelcONSUIme RSLe SDOTSsi i ity g

Ve DoRaGa R ee nalpri meltargedinthelobes: tyd ebatoXs owetaskedlthentola k ey
& dogy dive e the eppreadi o the fssue, perticnitdy thal nutdion infometion
initiativeSWhyiareltheydfosusing fﬁ@ |
vellnes of halr foed predusts anel how dess il it fute thelr ovaelleppreadi®
Hov/doltheyaviengtieigresponsibilityiandiwhathinttheinviewtarelitsllimits? !

.
-




“McDonald's has long played a leadership role in providing nutrition information. Now. with the Nutrition
Information Initiative. McDonaid’s is toking o creative and scientifically sound approach to communicating
nutrition information, making it more clear and even more accessibie for consumers”

DR. LOUIS SULLIVAN, PRESIDENT EMERITUS, MOREHOUSE SCHOOL OF MEDICINE, FORMER LS. SECRETARY OF HEALTH AND HUMAN SERVICES,
CLINICAL PROFESSOR OF MEDICINE, UNIVERSITY OF CALIFGRINIA AT SAN FRANCISCO, MEMBER OF McDONALD'S GLOBAL ADVISORY COUNCIL ON BALANCED LIFESTYLES
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OUR PRIORITIES E

A GLOBAL COMMITMENT ... ALOCAL APPROACH

The societal trends cited in the Ceres Stakehotder
Questions and Perspective underline a fundamental
opportunity for McDonald's. We began in the 1g50s

as a burger destination, at a time when customer
expectations and needs about nutrition and balanced
lifestyles were different than they are today.
Consumer expectations are changing. We are evolving
along with our customers by providing a wider array of
options that will enable us to best serve theirneeds
for the next 5o years as well as we have for.the past 5o.

Research, innovation and coltaboration across many sectors are

PR ra hme O R required to address these societal trends. Our aim is twofold: b
to continue our efforts to be part of the solution and to build on 7
our leadership role in the industry. LEADERSHIP STARTS WITH LISTENING /
To this end, we are very focused on our Balanced, Active Our balanced, active lifestyles effarts are based onwhat our | /+
Lifestyles (BAL) efforts, which provide our customers with the  cystomers want and informed by the fatest scientific findings I
tools to make informed lifestyle choices for themselves and in the fields of health and nutrition. To achieve our goal to ‘
their families, continuously improve: '
* We're listening to our customers. Their needs, interests and { ,ﬂ
—Weat McDonalds lovetotalka about numbers, and our billions - opinions about health and nutrition are import‘ant tous. i 1!
served" signs have be¢ome : almost as iconic as the Golden‘Arches . * - - | We recently formed a Global Moms Panel to give us feedback
themselves Here are'some ‘numbers you dont seeevery d%‘y ~ ,/ on how best to serve the needs of moms and families around

-y B Y o the world.

N 2005 ALONE OUR WORLDMDE RESTAURANTS SERVED + We're listening to independent experts on health and

433m|llmnpounds efvegetab ncludlng 304 rmlllon Dounds of ‘ nutrition. At th.e corporate Ievel,alGloba! Advisory Council
© mixed greens 102 mlllmn pounds of, tomatnes and o of top academic researchers and fitness experts from
g/ n'ullton pounds of carrots e 5 ,- . . L around the world advises us cn a diverse range.of BAL issues,

including many of the major initiatives reported here,

/’18: m:lhon p‘gunds of fruit, mcludlng 34 fillion pounds of app!es , o

in'the US-alore. ' . E + We're listening to regional specialists to help guide our local

it S : .
34/mllllon paunds of app!es served in the U.S. makes McDonalr:ls initiatives. For example, in Eurape, a team of independent
éthe restaurant l"FUS‘W ng purchaser of BPEIES in the; . food specialists — the Nutritionist Steering Group — advises
cnuntry o “""b@ﬂ"w w85 i a cross-functional task force of senior-level carperate

= - N decision-makers about BAl. programs. In Australia,
Y P McDonald's benefits from advice and recommendations
._":~ o : . from The Food Greup of Australia — a team of accredited
i T Q practicing dietitians.
Lok i ]
o . B + We're listening to other individuals and organizations

with expertise in BAL issues. We actively seek out the
opinicns and insights of arganizations fike the World Health
Organization, the International Olympic Committee, other
non-governmental organizations (NGOs), health
professionals, scientific researchers, educators and
nutrition and fitness experts.
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Raisedona farm in Alberta, Canada, Dr. HarveyAnderson grew up under- Ca ]
standing theilrnportance of properly feeding the animals on which his family . - - e

depended. Thl.S ultimately led him to a career in human nutrition science. S )

Dr. Anderson is currently Professor of Nutritional Sciences, Physiologyand Co Tt
Medical Smences at the University of Toronto. He first worked with McDonald's
inthe iate 80sand ear]y 90s. He has been a member of the McDonald's Global o L
Adv1sory Councd for Balanced Actlve Llfestyles sinceits foundmg in 2003. . . v
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“As Jr’mtrltlomsts we talk about-energy balance d¢ohcept
Bhat most people stilldon't uniderstand. For the average.
person, 1t s simply maintaining body weight by having ~
,fmput equal output, We also talk about the importance
f of hfestyle and we translate that intoacts of increased
/' activity, like gettmg on a treadmill. .McDonald's'says,Yés,...
. that'sa part of it, but actlon is also-about doing things. -
Don t ]ust 51t there = do somethmg : : .
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WEAIMTOBE ALEADER INSUPPORTING WELL-BEING FOR CHILDREN AND FAMILIES ...
EVERYWHERE WE DO BUSINESS

Based on everything we learn from our customers, independent experts, regional specialists and third-party organizations,
we continue to develop and refine our three-pronged BAL program consisting of Menu Choice, Information and Physical Activity.

L e \i ALV e
L3 h\,n.q.. £ N FRts |

XwT *’f i
V _.t_\.\-; Mgl ]

MENU CHOICE PHYSICAL ACTI\HTY

Offer a diverse range of relevant, high Offer user-friendly nutrition and other Promote simple, fun ways for children and
quality food and beverage choices,invaried  information to help pecple achieve their famities to incorporate activity into their
portion sizes, and served in a clean and well-being goals, everyday lives,

courteous environment.
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WHERE WE ARE: MENU CHOQICE

Frul!s a croquar
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vlh’u-uoum

Above, Menu Choice advertisements
from France (top) and Italy.

SERVING THE CHANGING NEEDS
OF OUR CUSTOMERS

Many think of the Golden Arches as a ptace for classics such
as a Big Mac or cur world-famous French fries, which have
remained favorites with customers around the world thanks
1o their high-quality basic ingredients like meat, fish, bread,
vegetables and dairy and the fact that they just plain taste
good. Today, however, we offer a far broader selection of food
and beverages to meet the diverse needs and preferences

of our customers around the world. And based on our strong
sales performance, it would appear that our customers are
responding,

We've successfully intraduced new meal-sized salad selections
in Australia, Brazil, Canada, Japan. several European countries
and the U.S, We've begun to offer fresh fruit bags in Europe,
whole apples in Australia and Brazil and Apple Dippers (bags of
sliced apples with optional caramel sauce) in Canada and the
U.S. In addition, yogurt desserts with fruit are available in the
majarity of aur nine major markets.

At the regional and local levels, the concept of choice gets even
more customer-focused. In Brazil, for example, coconut water

is an the menu. Cur restaurants serve rice burgers in Taiwan and

porridge in the UK.

"MED'O'NKL'D’S'CFIE’E'SEEWGER'WTNS THEUUATITYTESY S areEn

and food companies in Germany

) Nutrltlunal value per portlon

" In 2005, Sttftung Warentest an |ndependent consurfier rights foundatmn
testedig burgers of various kinds from’ quick-service restaurant chalns

The foundation analyzed the burgers from various perspectives, including:
. Look taste, smell and structure of all elements

Appropnateness for three separate age groups: childern, young people and adults

Tt rate the McDonaid s cheeseburger #1; 'Tastes like a burger should
Stlftung Warentest sald "Beefy and grllled Also appropriate for chlldren
With salad and apple;uu:e spritzer, itisa well-balanced prmctple meal”

nage 20
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EXPANDING MENU CHOICES

Developing an appropriate key
performance indicator (KPI) for menu
cheice is new territory. We decided to
start with a focus on the foods that
experts around the world generally
agree people should eat more often
— fruits and vegetables. Specificaily,
the reference used for the development
of this KPtwas areport prepared by
aninternational panel of experts as
part of the development of the World
Health Qrganization (WHO)/Faad and
Agriculture Organization (FAQ) Global
Strategy on Diet, Physical Activity
and Health,

KEY PERFORMANCE INDICATORS 2005
Average # of items, per market

menu, that contain at least

1serving of fruit or vegetables 6.4

Average # of items, per market
menu, that contain at least

1/2 a serving of fruit or vegetables 9.8

The WHO/FAD experts’ report calls

for a minimum of 400 grams of fruits

and vegetables per day. As fiveis the
number of daily servings recommended
by various nutrition authorities, including
the Department of Health in the UK. and
the Produce for Better Health coalition in
the U5, we determined a serving size by
dividing the daily recommended amount
{400g) by the daily recommanded number
of servings () to obtain 8o grams as a
serving size.

To calculate the KPls, we then conducted
acomprehensive review of the menus in
our nine major markets, as of June 2006,
inctuding core and promational items. In
this review, items that contained half and
fult serving sizes of fruit or vegetables
were identified. This total number, for
half and full serving sizes, was then
divided by nine to obtain an average for
each of the nine major market's menus,
Because we offer both full meal and side
dish offerings. as well as vegetables

on sandwiches, we have included both
full and half serving sizes far our KPls.

Products: Balanced Active Lifestyles




Belaw. An
advertisement
communicates
Happy Meal menu
choice in Canada.

Left. The Rice
Burger, made of
Kalubibeef or spicy
chicken, servedona
toasted rice patty,
was such ahitin
Taiwan that it will
beexpanded to
other Asian markets
this year.

PROMOTING CHILDREN'S CHOICES

Our Happy Meals were originally designed to provide portion
sizes suitable for young children, and that's stlll the case today.
They also deliver essential nutrients growing ‘chitdren need

— protein, calcium, iron and B vitamins, among others. -

Today, under our balanced, active lifestyles s!rategy, we are
striving to increase Happy Meal options. Ina growing numfaer
of our major markets, customers may mix and match their main
course, side, beverage and dessert choices to create Happy
Meals tailored especially for their chitdren’s individual needs
and preferences.

For example, McDonald's France offers a choice of five
sandwiches, three side dishes. ten beverages'and two desserts.
Sides include carrot sticks, as well as two types of French fried
potatoes. Beverages include bottled water (both flavored and
unflavored), two juice options and a soft drir with na added
sugar. And, for dessert, customers may choose a drinkable
applesauce or a yogurt drink.

Happy Meal choices in the UK. also include items such as carrot
sticks, bottled water, juice and soft drinks (two types) with

no sugar added, along with a fruit bag side or dessert and
semi-skimmed organic milk. McDonald's BraZII offers a choice
of four main courses: Hamburger, Cheeseburger McNuggets
{4) and Grilled Cheese Sandwich, carrots sticks or French fries,
four beverages, including a fruit drink or caconut water, and as’
an addition. a whole apple or fresh fruit salad!

CHEF'BR"I'A'N'FER'GUS_VO'N
McDONALD'S AUSTRALIA

OPEN DOORS |

Brian Ferguson came to Australia from Ireland asan
ambitious 18-year-old cook and soon became a banquet~]
chef for one of Mélbourne's most prestlglous hotels.
He joined McDonald's Australla as Dlrector of Product |
Development, in 2002, brmglng with hlm extensive
experience in the hospitality and a1r11ne 1ndustr1es.

“l came to McDonald's not knowing
much about the quick-service
industry. And I was gobsmacked by

". whatl saw.I've been in the industry *

for 35 years and worked at many
five-star establishments, but I have
_honestly never seen people wark as
cleanly, safely and efficientlyasina
McDonald's restaurant. .

—=—*If the public believes in what we're
i dotng it allows us to then lift the bar |

a littte higher. When we launched

Salads Plug in Australia, and it was !

vefy wellaccepted, it spurreduson :
to experiment with other things.
Before then, I don't think a ot of
people believed that McDonald's
could produce a fresh, crisp and tasty
salad. With continued customer
support, we had the foundation to
tryand achieve greater things.”
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WHERE WE ARE: NUTRITION INFORMATION

“People often ask me
why f colloborate
with McDanald's,
if | can continue
to help influence
McDonaid’s
to introduce
more fruits and
vegetables, as has
hoppened over the
last few years, it
can be a powerful
platfarm to make
adifference by
providing these
options for more
than 5o million
customers a day.
DEAN ORNISH, MO.
FOUNDER AND PRESIDENT,
PREVENTIVE MEDICINE
RESEARCHINSTITUTE.
CLINICAL PROFESSOR OF

MEBICINE, UNIVERSITY OF
CALIFORNIA, SAN FRANCISCO

Dr. Ormnish consuits and
advises McDonald’s on food
and nutrition.

pope 22

Right. McDonald's
Japanuses a code
an packaging that
allows customers
to access nutrition
information via
web-enabled cell
phones. {nset) An
explanation of the
icons MeDonald’s
isusing to present

nutrition infarmation,

ENHANCING CUSTOMER KNOWLEDGE

In a move we hope will revolutionize the industry, we began a
major roll out of printing nutrition informatien directly on much
of our packaging in early 2006 — the first major restaurant
company te do so. We believe that our customers should

have the same easy access to key nutrition information at
McDonald's as they do when they shop in the grocery stose.
This will make it easier for our customers te make food choices
that are right for them and their families.

OUR NUTRITION INFORMATION INITIATIVE

When it came to implementation, we wanted to make sure

we did it right, so we spent a ot of time doing research and
consulting with our Global Advisory Council on Balanced,
Active Lifestyles, the McDonald's Europe Nutritionist Steering
Group, and other independent experts and government
officials on what to say and how to say it. Then we spoke with
our customers to find out the farmat they preferred to convey
nutrition information quickly and simply.

The result puts essential nutrition information right into our
customers' hands, in a format that enables them ta grasp, at a
glance, how the feod can fit into a balanced diet.

* The format focuses on the five elements experts agree
are most relevant to consumer understanding of nutrition
— calories, protein, fat, carbohydrates and sodium.

* For each of these elements, the percentage of the daily
recommended intake the product provides is indicated.

+ The format is icon-based and can be understood independent
of language. And although it provides a glebal model, the
farmat is flexible enough to adapt to local needs, customs
and menus.

In some markets, we will also be including nutritioninfermation
in the local government’s format, as well as our own,

For example, McDenald's Europe will be one of the first
restaurant companies to use the new pan-European nutrition
reference values — the Guideline Daily Amounts {GDAs). in the
U.5. and Canada, the packaging will include the official nutrition
facts panel that is required for packaged foods, along with our
unique icons and bar chart.

The new packaging debuted in February 2006, in our
restaurants at the Olympic Winter Games in Torino. By the
end of 2006, we expect to have it inmore than 20,000 of our
restaurants worldwide.

McDonald's 2006 Worldwide Corporale Rasponsibility Report
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A COMMITMENT TO NUTRITION EDUCATION

Concurrent with the packaging rollout, additional information
will be added to our regional and local websites and in-
restaurant materials to edecate customers about the nutrition
information format and haw they can apply it in their daily lives.

In 2004, some McDonald's regions around the world began
printing nutrition information about popular menu items

on their trayliners. For example. in 2005, five million Happy
Meal Choice Charts were distributed by McDonald's UK.. This
provided parents with easy-to-understand information on the
major nutrition values of each Happy Meal combination, listing
child Guideline Daily Amounts {GDAs) and even recommending
the top Happy Meal combination as judged by the independent
Mum’s Panel.

In addition to these effarts, all our major markets provide
nutrition information on their websites with a variety of
additional information intended to help consumers make
informed choices when dining at McDonald's.

BETTER INFORMING OUR CUSTOMERS

Customers obtain infermation in many different ways. Qur
aim has been te meet their needs though a variety of vehicles
that make accessing the information more convenient. To
measure our performance in providing nutrition information
to customers, we are tracking whether this informationis
available in and outside of our restaurants.

KEY PERFORMANCE INDICATORS 2004 2005

Percent of major markets providing
nutrition information:

in-restaurant {trayliners and brochures) 100% 100%

Out-of-restaurant (websites) 1wo% 100%

Products: Balanced Active Lifestyles




WHERE WE ARE: PHYSICAL ACTIVITY
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THINKING GLOBALLY

As a company with a global presence and a youthful appeal, we
feel strongly that we should encourage an active and balanced
lifestyle, especially for young people. So we partnered with
the Internationat Olympic Committee, a group of outstanding
athletes and other fitness experts to create tha Go Active!
Program, which provides opportunities for more targeted

_ initiatives at the local level.

In addition, over the last two years, we have:

» Expanded Ronald McDonald's role as an advocate and
role model for batanced, active lifestyles. Ronald began
appearing in a new show, “Go Active! with Ronald! available
for community events and other appropriate programs in
seven countries.

* Revamped our global website, goactive.com, to focus an
moms and families. The website includes personai fitness
assessment tools, aresource library, an interactive “virtual
trainer” to help create personalized fitness programs and
other tips to help parents make sure that their families eat a
balanced diet and get regular exercise.

*+ Leveraged our corporate sponsorships to promote activity.
We are doing this in a number of ways. First, we have arole
as a TOP {The Olympic Partner) sponsor and the official
restaurant of the Olympic Games and the Athlete Village.
We have committed to continuing our Glympic sponsorship
through 2a32, including ourrole as the exclusive worldwide
sponsar of the annual Olympic Day Run. We also sponsor
the FIFA (Fédération Internationale de Football Association)
Warld Cupm and the UEFA {Union of European Football
Associations} championship games.

ACTING LOCALLY

Around the world, our lacal business units and owner/operators
support a variety of local youth and family sports and other
physical activity programs, Examples include:

+ McDonald's Canada’s Go Active! Fitness Challenge, Launched
nationally in 2005, the challenge comprises six exercises
which elementary school students complete and then use to
measure their individual improvement over the course of the
school year. More than 29,000 students frem 32g schools
across Canada participated in the challenge in 2005/05.
Participating schoots earned CAD szoro per participating
class — up to CAD sgoo per school —in physical education
credits toward new gym equipment.

McDonald’s Korea is collaborating with professional soccer
teams to offer a soccer skills develepment program for
school-age boys and girls. This program addresses perceived
local deterrents to physical activity, inctuding strong social
pressures for academic achievernent and a lack of sufficient
playgrounds and other recreationai facilities. 1t is a fresh
concept in the country because it offers all Korean children
equal opportunities to participate. Co-educational and
offered free of charge, uniike most-junior soccer programs, it
is expected to benefit more than 3,500 children this year.

McDonald's France “Ronald Gym Clubs” These new PlayPlace
concepts feature engaging activity zones for climbing,
obstacle races, stationary bike riding, dance and basketball.
Eight clubs have been opened, and an additional nine are
scheduled to open in 2006.

* McBonald's USA Passport ta Play. This unique physical
education curriculum, offered free of charge to elementary
school physical education teachers, helps children learn
about and actually play games from 15 countries around the
world. In 2005, 31,000 elementary schools across the country
received the curriculum kit, and we estimate that seven
million children enjayed 16 million hours of educational play.

Far teft. The Go
Active! website,
www.goactive.
cem, encourages
customers to lead
balanced, active
lifestyles though
such features as
afamily fitness
toolkit, tip of the
week and interactive
personal trainer.

Left. McDonald's is
an Official Sponsor
of the FIFA World
Cup Games, We
leverage Ronald
McDonald to
communicate our
commitment to
balanced. active
lifestyles though
ads such as this. .
which shows
Ronald's shoes with
soccer cleats.
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WHERE WE ARE: MARKETING & COMMUNICATIONS PRACTICES

Above_McDonald's
Japan has created
aFood Education
Time website,
accessible by
etementary and
junior high schooel
students. te
increase awarengss
of the importance
of abalaaced,
active lifestyle,
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MARKETING AND COMMUNICATIONS PRACTICES

As an influential global advertiser, we feel cur respansibility
is to communicate openly and honestly about our products, as
well as to promote the basic tenets of the BAL program, and
thereby take advantage of the opportunity to contribute to
individual lifestyle choices.

In the past several years, we have used our marketing expertise
and resources to help infarm consumers about the keys ta
balanced, active lifestytes in simple, fun ways that can motivate
pasitive change.

In March 2005, we taunched a global public education initiative
to help consumers better understand the essential concept

of energy balance. The creative core of the program brings

the concept to life in a brief, personally engaging message —
"it's what i eat and what i do”

“it's what i eat and what ido”is part of a larger effort to
provide education and promaote balanced, active lifestyles to
children and families. Related public service initiatives include:

* In 2004 and 2005, McDonald's UK. created a series of
informational advertisements featuring animated characters
called the YumnChums {pictured top center). These colorful
characters explain, through seng and dance, how to keep fit
and happy by eating a balanced diet, drinking enough fluids
and exercising.

* Inmid-2005, we debuted a new television commercial, Come
Out and Play, which features Ronald McDonald getting
children up off the couch and involved in a variety of outdoor
sports activities. The commercial has so far aired in1g local
markets around the world.

+ McDonald's Japan's Food Ecucation Time website {pictured
teft) provides nutrition, energy and health management
information along with information on food safety. Content
from the site is used in elementary and junior high schoals
around the country to increase awareness of the importance
of abalanced diet and healthy lifestyle among young children
and teens. To develop the site, McDonald’s lapan partnered
with the Assaciation of Cooperation and Education {ACE)
and NHK International, a company that produces educational
television programs and teaching materials for the NHK
Education channel. Development of additional nutrition,
health management and food safety curriculum materials and
classrocm activities is underway.

McDonald's 2006 Warldwide Corporale Responsibility Report

Right.n 2004 and
2005, McDonald’s
U.K.created

the non-branded
characters,
YumChums, who
nelpinform
children about
the need to eat
abalanced diet
and pursue an
active lifestyle.

SENDING RESPONSIBLE MESSAGES

Dur marketing and advertising standards require our
communications to:

+ Advocate abatanced, active lifestyle for children and, where
appropriate, reflect this in our marketing and advertising,

» Offer appropriate faod portion sizes, consistent with our
Happy Meal standards, and avoid portraying the consumption
of our food products in inappropriate situations,

* Not seek to undermine the authority. judgment or
responsibility of parents or guardians.

» Natimply a psychatogical, social ar physical superiarity by
using McDonald's products.

*+ Use celebrities and partnerships inways that are age-
appropriate.

The standards also define the appropriate role for Ronald
McDonald, stating that his primary role is to inform and
entertain and that he is our ambassador for balanced, active
lifestyles.

McDanald's employees are responsible far awareness of

these general marketing and advertising principles. Those
whose work involves brand-related communications and/or
use of MeDanald's trademarks must comply with the specific
policies and standards that expand on the principles. This same
expectation applies to our suppliers and our public relations
and advertising agencies. To help ensure an understanding of
our advertising and marketing guidetines and their practical
applications, we have initiated an interactive online training
maodule for marketing staff and advertising agencies.

Marketing departments and agencies around the world
regularly review planned advertisements and cther markating
materials for compliance with our standards.

Products: Balanced Active Lifestyles




OUR PARTICIPATION IN VOLUNTARY
SELF-REGULATORY PROGRAMS

We seek to play an active role in fostering responsibie self-
regulation of advertising and marketing practices,

In Canada, for example, we were a founding member of and
remain actively invalved in Concerned Children's Advertisers
(CCA}. Through this organization, leading Canadian companies
collaborate to produce and deliver pubtic service advertising
and education campaigns on issues impartant to children's
lives. CCA also plays an active role in upholding the Canadian
government's system of codes and standards for responsible
advertising for children

We are actively involved in the self-regulatory process

in the U.5. as a member of the Supporters’ Council of the
Children’s Advertising Review Unit [CARU), the self-regulatory
body that is supported by industry to foster the truth and
appropriateness of advertising for children. its Self-Regulatory
Guigelines for Children’s Advertising embody high standards
with which national advertising is expected to comply.

We have developed internal pelicies that govern our advertising
and marketing communications and continue to revise these
policies to reflect the current environment. These policies
complement numerous country-specific voluntary business and
industry standards, many of which are based on the principles
articulated in the International Chamber of Commerce code of
advertising practice.

OUR CHALLENGES & THE FUTURE

I(:JUR'CHKEEENGES
EVALUATING NUTRITION CONTENT AROUND THE WORLD

Wlth mare than 30,000 restaurants in 18 countries — many of them serving menu
|tems that appeal to locai fastes and cultural preferences — we face a major
challenge in gathering, organizing and communicating the nutrition values of foods
and beverages served to our mare than 5o million guests around the world every
day. We are, therefore, developing a new global database to maintain detailed
information about aur afferings.

We have also established new procedures to determine nutrition vatues and
manage changes in ingredients that would affect nutrition profiles. These will help
te provide current and accurate nutrition information to our customers around the
world on an ongoing basis.

We accept that we need to énhance our credibility. Itis clear that thereis a

significant gap between our own internal commitment to balanced, active lifestyles-

and the public's perception. This is a challenge we must continue to address. We
must work harder, listen even more, engage with more stakeholders and refine our
balanced, active lifestyle programs and policies to gain more trust and confidence
from the public on these issues.

THE FUTURE

'

rIn the next several years, wé aim to advance our balanced, active lifestyles
efforts by:

¢« Continuing to develap new menu offerings that provide our customers with a
. range of choices that correspond to their needs and preferences and can fit into
abalanced diet.

» Developing more Happy Meal choices, including new entrée offerings and
non-carbonated beverages without added sugar.

Sticking to our timetable for phasing in our new nutrition information initiative
for core packaging items.

Centinuing to assess, listen, learn and evolve our policies and marketing and
communications practices so that we can continue our special regard for
_young people.

* Expanding our engagement with experts to ensure that we are guided by the
best scientific information and insight.

1
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‘Speciol Feature: CSR Fellows “Fork to Farm” Report
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"Working with McDonald's and its fish suppliers. | have seen first-hand the value of partnering |
with purchasers of this size. who can influence markets and send clear signals to governments to improve the
fisheries they manage’

JIM CANNON, FORMERLY WITH CONSERVATION INTERNATIONAL;
NOW EXECUTIVE DIRECTOR OF THE SUSTAINABLE FISHERIES PARTNERSH!P, EURQPE




INTRODUCTION: CSR FELLOWS FORK TO FARM REPORT™

THEMcDONALD'S/HAAS'SCHOOL OF BUSINESS AT THE UNIVERSITY OF CALIFORNIATBERKLEY
“CORPQORATE SOCIAL RESPONSIBILITY FELLOWSHIP" ASSIGNMENT

In the fall of 2005, McDenald's invited students from the Haas School

of Business at the University of California, Berkley to experience the
McDonald's System from the inside out — to get a full and unfettered

look into our U.S. beef supply chain. The Fellows {pictured below)
committed to approaching their work with an objective eye and to
listening and learning from all sides of the issues. In return, McDonald's
committed to providing “open doors” exposure to our System

and to incorporating their efforts into our next Worldwide Corporate

* Responsibility Report. And, so, here it is — their report with their opinions.

This is | OPEN DOORS) in action.

**Fork to Farm” represents our "birds-eye view" of the supply chain. As a retailer, we work from the front
counter back to the farm level, and our ability to influence socially responsible palicies and programs is
reflective of this reality.
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CSR FELLOWS REPORT: From Fork to Fa rm

For three months, we reviewed McDonald's U.S. beef supply chain from “fork to farm” Wj}l} ﬂ .
a specific focus on animal welfare, the environment and labor. McDona'ld’ﬁzg’perfeglj_i_fsf‘ dbors:

invited us in and introduced us to many of its suppliers and stakeholders We note at the’ﬁ@w
outset that we saw a small sliver of a huge industry, and that we are by no means beef excl_)‘yer;%_y

We also want to note at the forefront that many of our ideas are
geared toward the sustainability of animal agriculture and would
need to be adopted by suppliers to McDenald's. We see this as the
first of many steps that will hopefully act as a starting point for

the next wave of impravements. This report, therefore, is not just for
McDonald's, it is for the entire animal production value chain.

We viewed the issues of animal welfare, envirenment and labor
through the lens of quality and safety, because these elements

carry through the value chain all the way to the restaurant counter.
We interviewed more than 25 stakeholder groups — ranging from
McDonald's personnel and suppliers to academics, NGOs, and

trade organizations — to learn about the industry from an objective
perspective. We observed every stage of beef production, including a
ranch, three feedlots, four slaughterhouses and one final processing
plant in different parts of the country. MeDonald's CSR staff and
supplier representatives who accompanied us were helpful in
uncovering current and emerging issues within the industry,

"Before seeing a slaughterhouse ourselves,
we had read about the problems they
faced: high injury rates, illegal immigrants,
limited freedom of association and poor
working conditions. However, when we
toured the three slaughterhouses we
observed many positive developments and
changes to benefit the workers.”

- e gl

695
SPHERE OF INFLUENCE

The beef industry is complex. With hundreds of thousands of ranches,
thousands of feedlots and dozens of slaughterhouses and final

processors, the industry is alternately fragmented and consolidated, .
depending on where you stand. Cantrary to what many people believe,
McDonald's does not own or buy cows. There are numerous transactions
and transfers of ownership before McDonald's ultimately purchases its
custom-made, ground beef patties. These patties are made up of beef
trimmings, which make up approximately 20% of the total monetary

value of a carcass,

Within the beef supply chain, McDonald's is positioned several steps
away from the slaughterhouse and even further from the farm. Thus, the
company’s ability to exert control over the beef industry is somewhat
limited. Still, as the largest buyer of beef in the United States (at the time
of this writing), McDonald's is able ta affect the supply chain by using its
influence to initiate positive change down the chain. For example, when
McDonald's instituted new animal handling requirements for its beef,
slaughterhouses across the country changed their practices.

VEHICLES FOR CHANGE

McBonald's has used several tactics to implement a variety of
responsible policies in its supply chain, including a supplier Cade of
Conduct for labar, a Supplier Quality Index to discriminate among
suppliers' quality records and a premium purchasing program for
traceable beef, We believe McDonald's can continue to successfully use
such programs, as well as consider a preferred purchasing program that
would facilitate preferential buying from suppliers who meat certain
environmental, animal welfare and labor benchmarks. By rewarding
incremental improvements in supplier performance, a preferential
purchasing program could have considerable impact an all these

areas, Such a program could enable McDonald's to inspire continuous
improvements among its suppliers; it could also have aresounding
effect on the industry.

McDONALD'S LEADERSHIP — PAST, PRESENT, FUTURE

From what we have observed in our three months of study, observation
and stakeholder engagement, McDonald’s is leading the fast food
industry in terms of corporate responsibility in its beef supply chain.
As always, there is still much room for the bar to move higher. Given
McDonald's power as a leader and current momentum, we believe
McDonald's should challenge itself, its competitors and its supply chain
to continuausly imprave performance on these critical issues.
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PEQOPLEIN'THE'BEEF'SUPPLY CHAIN?

It takes more thana cook to make a hamburger. People raise the
cows and cut and package the meat that eventuallyendsupona
McDonald's customer’s tray. The people in the beef supply chain
are McDonald's suppliers’ employees. When assessing McDonald's
people practices we included the following: worker conditions and
human safety, training and development and wages and benefits.

We focused on the slaughterhouses because this is the step in the
supply chain with the most impact on people. In addition, inherent
safetyrisks exist inaslaughterhouse. Finally, the consolidation
in this supply chain step enables changes to be implemented more
easily than at the mere fragmented feedlots.

A CHALLENGING ENVIRONMENT

Before seeing a slaughterhcuse ourselves, we had read about

the problems they faced: high injuryrates, illegal immigrants,
limited freedom of association and poor working conditions,
However, when we toured the three slaughterhouses we cbserved
many positive developments and changes to benefit the workers.
For example, communication channels are in place withinand
between plants to helj share information about safety processes
andbest practices. Ergonomics programs have been implemented
and equipment has been modified to minimize the strain of the
workers'repetitive motions. Finally, unions play a key role in the
slaughterhouses we saw and help serve as a voice for workers.

SAFETY PAYS

The managers we spoke with shared positive reports of reductions
ininjuryrates and lower furnover over the last 5~10 years. The
firms wish to create a safe environment for their workers, as the
meatpacking industry is under scrutiny given its past reputation
as dangerous. One of the plants offers mere than 40 hours of
training to new employees and supplementary training for
current employees. Another plant used lightweight protective
titanium suits to reduce strain on the workers. Managers seem to
recognize the benefits of a productive and proud workforce to their
companies reputations as well as their financial botterm lines,

LINE SPEED SAFETY

Though the line speed for knocking cattle is government
regulated at slaughterhouses, the line speed for fabrication is

not. This atlows the slaughterhouses to increase the speed of ;
production as necessary, which directly relates to their profits.
Although a direct link between line speeds and worker safety

has not been proven, we recommend McDonald's work with its
suppliers to enforce a common line speed to help prevent the
cpportunity for injury.

MEAT PROCéSSING INDUSTRY FORUM

While the plants we visited report lower Total Incident Rates (TIR}
and lower Turnover Rates than the industry average. the plants
should strive toward a goal of lowering accidents and injuries
further. McDonald's can help coordinate and support.a Meat
Processing Industry Forum to discuss current safety issues and
trends, equipment innovations, and share best practices.

While the improvements to the people practices we observedin
the slaughterhouses are encouraging, McDonald's suppliers can
continue to make an impéct on their upstream beef suppliersby
helping to reassess line speeds and convening an industry forum
te discuss common safety issues and share best practices.




DISPUTED'IMPACTS

ENVIRONMENT

 BEEY T

FARM/%Af\

We found wide consensus, among the scientific community and
environmental groups alike, that beef production has significant
impactsonair and water quality. However, there is debate
surrounding the magnitude of these impacts. Rather than attempting
toresolve the differences in this debate, we sought to define the
environmental impacts of beef production and identify best practices
where McDonald's has potential to increase its influence: the feedlots
and slaughterhouses. In fact, we found that many of the solutions to
reducing environmental impacts at these two stages are similar.

MURKY WATERS

Beef productionimpacts many different natural resources. Raising
cattle requires large quantities of water, although estimates of

the exact quantity of water required span a wide range. During
rainstorms, animal waste from feedlots is washed into rivers

and streams, delivering excessive amounts of nitragen to stream
ecosystems and compromising the ecological integrity of these
systems. This runoff also transports antibiotics and hermones to the
waste stream and reduces the productivity of downstream wildlife.
Methane, emitted from animal waste. is a greenhouse gas as well
asa contributor to particulate air pollution.

THE GOOD, THE BAD, AND THE MUDDY

Currently. with Conservation International, McDonald's is developing
and beginning to implement an environmental scorecard for its
direct beef suppliers, the final processors wha grind beef into patties.
Asignificant opportunity exists for McDonald's suppliers to create
environmental guidelines for indirect suppliers, such as feedlots and
slaughterhouses, where significant levels of impacts occur.

PREFERRED PURC H'A'SING'PROMOTES'BEST‘WRACTICEEA‘%]:]
The feedlots we visited had wastewater lagoens t(! collect }unoffg g
from feedlots, preventing it from contaminating nearby riversand
YREd] ?
streams. The wastewater was then used in moderate quant1t1€§c‘au@
fertilize agricultural crops. Some feedlots we learned about tock a
further stepby covering the lagoons to trap methane : gas e35510ns
A slaughterhouse we saw had instaltled a methane- fueled generator.to
convert the animal waste into electricity and fuel ot}}t\n: equipment.
If McDonald's preferentially purchased beef that came from
slaughterhouses and feedlots that have, at aminimum, was{g}agoons
and, ideally. covered lageens with methane-fueled generators:it
could reduce the methane emitted to the atmosphere and 1mproN
the quality of streams and rivers.

92D

Z]
One feedlot we visited had developed an environmental management !\
system (EMS). An EMS involves auditing a facility’s energy use, ;
inflows, and outflows, and establishing a comprehensive system
of monitoring and compliance on envxronmentalperformance Do
Encouraging alldirect and indirect suppliers —down t?’the feedlot
level — to have an EMS in place would be another logical step towards ‘.
environmental protection. &f
F

SUPPORTPILOT PROJECTS TO DEMONSTRATE
ENVIRONMENTAL STEWARDSHIP

Toreduce the costs toits suppliers, McDonald's sh'?uld advocate‘b

for best practices by supporting pilot-scale prOJEcts at mdwldual
feedlots. By supporting such best practices as methane generatorson
waste lagoons, McDonald'’s could not only enjoy the public relations
benefits of highlighting its progressive env1mnmental policies, but

it could also push the entire beef industry to adopt better waste
management practices. =

INCREMENTAL IMPROVEMENTS

Given McDonald's decentralized business model and deep

market penetration, it is difficult to define a single solution for
environmentai sustainability. McDonald’s has already taken
productive steps in partnering with environmental stakeholders and
developing an Environmental Scorecard for direct suppliers. Taking
incremental steps toreduce the environmental impacts of indirect
suppliers through a preferred purchasing program is an impoertant
next stepintheright direction. Through these activities, McDonald's
canset a strong example for the rest of the beef industry. and, quite
possihbly, the entire fast food industry.
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At first glance, it can appear Mmal welfare and the meat

it
industry are at odds how could anindustry that slaughters
3 dniimals truly care for animal welfare? Our trips, conversations,
CoEs 14
andTeadings hlghhghted adifferent perspective, Good animal
welfare practlces include momtnrmg feed content, handling cattle

but also'the quality of the beef.

MCDONALD'S LEADS THE WAY

The majority of stakeholders with whom we spoke, whethera
competitor, NGO, or anacademic, agreed that McDonald's, through
its. polu:les had significantly improved animal welfare practices
in theReef industry, particularly at slaughterhouses. In 1999,

= McDonald sbegan conducting animal welfare audits and, in 2001,

[gm:t formedan all-star animal welfare advisory council, based on
the researc& of Dr. Temple Grandin. Beth initiatives positioned
McDonald's'at the forefront of animal husbandry standards.

VRANT

INCONSISTENCY AT FEEDLOTS

Thereisno stand‘?rd enforcement of animal welfare practices at
Qﬁeedlots, and we r:l?served inconsistent practices across a handfut
%‘f locations. At one feedlot, the operator uses tallow, aruminant
animal byproduct“m its feed. At another, the operator criticized
such practices, thm‘lgh noted it is approved by the FDA. This
operator helieved shch feed should be prohibited in order to
provide another firewall for preventing BSE.

The use of antibiotics was also inconsistent. Some use these
substances solely to treat sick animals; others use them
sub-therapeutically to prevent chronic illness or outbreaks.
Some assert that antibiotics ensure healthy animals that eat
and grow consistently, others affirm that they are used as
growth-promotants.

Lastly. some feedlot operators found that installing cooling/
draining mechanisms for cattle yielded more comfortable,
active cows that continue to feed in healthier proportions.
Example methods include canvas covers over pens and water
sprinkler systems. Still, others were not convinced of the return
cninvestment.

[Xe) humanely, r)l;amtammg sa&e facilities, and examining cattle health
= all of which directly affect the quality of not only an animal’s life,

OPPORTUNITY TQ'IMPROVE QUALITY AND' SAFETY

Having observed an animal welfare audit at a slaughterhouse
firsthand and having learned that such audits have effectively
raised the level of animal husbandry, we see an opportunity te
replicate this successful practice at feedlots. Required criteria
could include policies on: allowable feed ingredients{e.g. an
approved list of components); feedlot conditions{e.g.. x amount of
sprinklers required per 1000 head); and antibiotic use {e.g., no sub-
therapeutic treatments).

Implementing audits at feedlots, however, is a significant
challenge. For one, the number of sizable feedlots is 25 times
greater than the number of slaughterhouses. Though more costly
and complex, McDonald'’s suppliers have the opportunity to
provide leadership. The company's commitment, throughout its
supply chain, to the quality of its beef, the safety of employees,
and the humane treatment of animals, should demand more
careful and consistent handling of cattle throughout its life.

BALANCING ACT

We found that animals tend to be treated better when there

are clear, enforceable guidelines and regular audits. Therefore,
McDonald's must strike a balance between cantinuing to raise
the bar for animalwelfare practices, doing the right thing for all
stakeholders, and building a successful business.

PREFERRED PURCHASING PROGRAM

As noted above, we recaommend that McDonald's implement a
“preferred purchasing program” through which the campany purchases
greater quantities of beef products from suppliers who have taken
actions to improve their labor, environmental, or animal welfare
performance. Currently, there is no direct link between supplier
performance in these areas and the quantity of beef that McDonald's
purchases from them. By adding these criteria to its purchasing
decision, McDonald’s would in turn encourage its suppliers to make
purchases from responsible suppliers, ldeally, this preference would
continue all the way upstream to the farm.

In order to differentiate “preferred” suppliers, we recommend that
McDenald's develap a “Social Responsibility Index” for each supplier
based on a combination of audits and self-reporting. By prefarentially
buying from suppliers who score higher on the Social Responsibility
Index, McDonald's can encourage all of its suppliers to continuously
imprave their social accountability, animal welfare, and environmental
practices.
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"At first glance, it can appear that animal

welfare and the meat industry are at odds:

how could an industry that slaughters
animals truly care for animal welfare?”
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NEXT STEPS TOWARD SUSTAINABIL]TY

Throughout our fellowship, we have largely examined McDonalds
wqthm tl‘?éﬁ?mtext of two mdustnes the U S beef mdustry and the
fhst-food mdust_'lThere is h{tll%goubt that M McDonaid 5 sustannab:llt_‘_y ‘
efforts have significantly impacted both:Lookha fu'rl;her than
McDonald’s animal welfare audlts Beef slaughterhouses across the
country are .now ¢ copducting audits to meet McDonald'’s standards.
Eé_gther flﬁ_t} fodd ¢ companles are trymg toreplicate these efforts.

Bu{&for McDomald's 1o tonsiderits operatm:'s {%I;S—T:’stamable it
should begin to look beyond fixing incremental problems within its
current system and, instead, consider transforming the system itself.
Although our project focused on the domestic beef industry, we

were surprised tolearn that outside of the U.S., completely different
farming systems can produce beef both profitably and sustainably,
For example, in South America, cattle are grass-fed, rather than raised
in feedlots. In Eurcpe, due to a strict regulatary climate and high
consumer pressure, cattle are raised without growth hormones and
withlimited antibiotics. We acknowledge that such business drivers
for change as the regulatory and consumer pressures present in
Europe are absent in the U.5. At the same time, we believe that these
different systems of cattle production may inform potential avenues
for increasing sustainability in the U.S. beef industry. Because of its
global reach and international scale, McDonald's is ideally situated to
lead the U.S. beef industry to exptore more sustainable practices.

McDonald's views its leadership in the sustainability of its beef
operations relative to its fast-food competitors. But as the company
recognizes, the McDonald's eating experience carries withita
commitment to a much broader group of stakeholders: the customers,
the community, and its suppliers. Thus, McDonald's should no longer
just benchmark itself against other fast-food companies, but against
all companies that deliver food, including grocery stores, wholesalers,
and farmers. '

RETROSPECTIVE

Finally, we would like to thank McDonald’s for this unique learning
oppartunity. Tracing the path of a hamburger from fork to farm
provided us with real-world depth to our study of CSR. We were
henored by McDonald's willingness to engage us in a dialogue about
many challenging issues in the beef supply chain. We hope that our
perspective will provide a meaningful platform for future discussians.

CSR FELLOWS
Acwre L AAATT
Tenniler A MaN

Frangls PERRST
Tredese A?ﬁtjﬁ :

Dowvid Kwek KIESTER TopeY
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RESPONSE TO'CSR FELLOWS FROMDRICATHERINE'ADAMS

MCDONALD'S RESPONSETO CSR FELLOWS REPORT

First let me state how excited we were when the Haas School of Business, at the University of California,

Berkley agreed to explore such an important and often misunderstood topic. In keeping with our “Open

Doors” theme, what better way te deliver an this promise than giving these CSR fellows full and unrestricted

access 1o our System as well as aur suppliers’practices for raising cattle, feedlots and meat packing

facilities? We were pleased they were willing to take on this initiative and eagerly anticipated their findings. !
Itis clear from their report that we delivered on our promise for an unvarnished look at our suppliers’

practices for beef production. We appreciate the candor of their report and the recommendations offered so

that both McDanald’s and the industry can continue to “raise the bar!

We were pleased ta read that the CSR Fellows endorsed so many of our practices, recognizing that our
“industry-leading” efforts have changed practices relative to animal welfare, the environment and people for
the better. The Fellows' findings are heartening given just how strongly each of us at McDonald's believes in
these principles, They are the soul of the people of McDonald's.

And yet, we also accept that there is more to do. We take the recommendations in the CSR Fellows’ report
seriously and pledge to look into each one, working with the meat industry and aur "best in class” suppliers to
see what can become part of our evolving social responsibility agenda, immediately and in the future. While
McDenald's buys a relatively small proportion of the warldwide beef consumption, we have been impressed
at our success in changing industry practices directly and indirectly, We recognize our ability to do more !
and our responsibility to explore this potential,

We only work with suppliers who are as committed as we are to protecting the land, water, air and the
animals that consti-tute our food supply. We will strive to huild on the exceltent work of the CSR Fellows
and ask that you hold us accountable to this promise by providing updates on the progress we are making in
future reports.

Catherine E. Adams, PhD, RD
Corperate Vice President, Worldwide Quality, '
Food Safety and Nutrition
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OUR PRIQRITIES —

ﬂ_,..‘q?' Pt
POSITIVELY INFLUENCING THE SUPPLY CHAIN COLLABORATION THROUGHOUT THE SYSTEM"QA' ! i
We are a big purchaser. As such, we have a unique Our closest, longest-ierm supplier rE|ﬂthI‘IS|‘1IpS — those l,- N
opportunity to leverage our influence to help shape that provide the best opportunities to collaborate on social :

responsibility issues — are primarily with foqd processors; _
nat companies that raise the cattle or grow the soybeans,
We place high expectations on our key suppliers OS! Slmplot

and impact social, environmental, animal welfare
and food safety and quality issues. Social

. responsibitity is one of the three pillars that form Foods, East Balt, Golden State Foods, Sunny F Frg;; Farms d F
our global supply chain management strategies — McCain, Cumberland Dairy and Mullins Food, 'juSt o nag\re afew ! '
for three simple reasons: — to share our core values and partner with us in addressmg S

important issues. And they do. et 4
1. With our size and scope comes responsibility. MYy ,r

We look to these direct suppliers to translate, the commiitments
2. It's simply good business. they share with us into standards, guidelines and progran%s for

their own suppliers. We provide encouragement and support.,.,_.,,.,.i
through training and technical assistance wh e needed In some
areas, we have worked with direct suppliers tg deveiop spectfnc
procedures to ensure compliance with our stgndards — anndal
certifications, for example. Certainly, the CSR Fellows Report
(pages 26 a, b, ¢} provides an interesting perspective on how we

can do more to impact practices, starting in olir restaurants and
working all the way back to the farm. -

N

3. We have a long-standing tradition of doing the right thing.

e o e TN e,

Y

= I

CORPORATE PEOPLE PRODUC PLACE PROMOTION . ' _
SOCIAL O 6 O ) . ,
RESPONSIBILITY ‘ G AN A
) 7 ’ . . ~ e
. . . o -0 At ’
SOCIALLY RESPONSlBLE SUPPLY SYSTEM ’ t L, . ’ . < R
- . . i . B . - ) R
VISION: ; We envision a supply System that profitably yields high quallty safe pruducts without supply i interruption ‘\ o t . T_\_"
- whlle creating a net benefit for employess, their communities; btodwerstty and the envifonment. Tk,
. . 1 AR RSN
PRINCIPLES: Our work toward a socially responsuble supply systemis motwated by our commitment to our customers, [ o 2 _‘
: leadership on sustainability issues and desire to “do the right thing” With this foundation, we will: [ T
Use a”systems | Maintain a Cnmbmeaglobal Baseour . Workm Balance qur l;'_r“" R ‘\4 , ‘""" , -
i approach”to * _long-termview parspectiva with strategieson partnershlp with long-term B N I
L. : understand how in supply planning lecally-daveleped thebestscience | oursuppliers . " responsibility . . [ i,
our supply chain and setting responses that + available. . to promote -+ ' goals with the - {_ N
impactsandis expectations. meet local needs contiruous near-term need L. : i
afféctedby the | and generate improvement. toperform in l"’ ERE S
natural and social on-the-ground ’ atompetitive N
world and to help results. market, !
us find selutions. ‘ i
. i
GUIDELINES: SOCIAL & ECONOMIC ENVIRONMENT ANIMAL WELFARE !
Pratect the health and Maximize water use efficiency and Minimize waste production. maximize Ensure that animals’ )
welfara of employees eliminate the release of waste intowater,  recyclingand ensure proper handling needs for focd, water !
and contribute to the . and disposal of solid waste, and space - as well as ‘ !
development of the Minimize release of harmful T ) other physiological,
communities in which bypreducts inta the air. Maintain szl.l health by controlting behavioral and
. erasion and improving structure Capi .
they live and wark. Maximize energy use efficiency and and fertility. :;st'i::s?:;dnsﬂ e
Seek ways ta increase use ecologically sustainable renewable ¥
sources when faasible. Preserve natural habitats for native . |

economic profitability

by increasing resource species and protection of biodiversity.

use effi;iem:y and ) Minimize the use of chemical pest
harnessing the benefits . management inputs that impact human,
of ecologicat services. animal and environmental health.
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MIKE'CUKER;PRESIDENT;,

SUNNY FRESH FOODS, INC. ™ [ oPEN DOORS]]

A

. operatlonahze the animal welfare leadersh1p standards
‘ for laying hens. We helped developa rrunorlty -owned

_Foods, Inc.~a rna]or suppher f eggs
- and ¢ égg products for McDonald sU.S.

-for continuous improvement from McDonald s. And

Mlke Luker is Presuient of Sunny Fresh =
\.«-1

restaurants Sunny Fresh is, part fYof the ™ ks
Cargill farmly of- compames,lwhlch also
supplies us with meat products cooklng
oil, juice and salt. In 2005; Sunny Fresh ~
receivedone of the; prestlglous Malcolrn
Baldrldge National Quahty;Awards. Lo
recognizing busmesses)and other
organizations for all- around'excellence
inquality and performance Thls is the
second time that Sunny Fresh has won~ .
the award. Y

o
A

\ .
As a suppher to McDor&ld’s we areﬂgomg everythmg
wgcan nto ensure the products we SL&EIY o McDonald'
fare safe and to date, we have heen spccessful Thisis .
,our charge This is what McDona]d s reqmres and we
will continue to do everythmg we can to deliver an this
expectatmn Ex s,' \tsr a

« .

And our efforts go further. We llke the posmve push

we like collaborating on toughi 1ssues w:th McDonald’s

- :ssues that combine our business skllls while improving
1 5

soc1ety at the samme time. Byknowing ‘McDonald's as

wedo, we often step up to fill needs. For example, we'

helped McDonald's by bemg the first to 1mp1ement and

egg supplier (Best Egg. LLP}. We intend to be there for the
next challenge aswell.” %
N ' .

MEASURING QUR SUPPLIERS: SOCIAL RESPONSIBILITY COUNTS

In the system we use to measure, recognize and reward key food supplier performance
— the Supplier Quality index (SQI) — social responsibility criteria are included.

The 5QI consists of six broad evaluation categories. For each major category, there
are subcategories and, within each subcategory, specific criteria reflecting our
expectations. Social responsibility is a major subcategory under management. Within
it, there are criteria for overatl management, compliance with our Code of Conduct
for Suppliers and practices related te the environment, animal welfare, sustainable
agriculture and diversity. Levels of perfarmance are rated an a 0 — g5 scale.

5QI SOCIAL RESPONSIBILITY SCORING MATRIX EXCERPT

0-1  Supplier understands key areas invalving social responsibility
and complies with all local requirements.

1-2  Supplier has established plans on haw this discipline is managed.

2-3  Supplier has clearly defined plan, with goals, measured targets and a
person appointed to manage these plans for the organization.

3-4  Bestpractices have been established and these are recognized by
their industry.

4-5  Supplier has established relationships with outside councils and groups.

Reports have been written. Targets have been attained.

50l evaluations are conducted at the country level. On an annual basis, the local supply
chain team evaluates the key suppliers from which it purchases. The supplier also
rates itself using the SQI. The supply chain team and supplier representatives then
meet to discuss their respective ratings and finalize an 5QJ scere. From this meeting,
the supplier's strengths and weaknesses are identified, resulting in corrective action
plans. These are used to identify best practices and drive continuous improvement.

A similar matrix and assessment process has recently been implemented for
McDonald's distributors worldwide.

We focus on three primary areas of socially responsible purchasing, with
food safety and quality at the foundation of all that we do:

-

N

FOOD SAFETY AND QUALITY

SOCIAL ENVIRONMENT ANIMAL WELFARE
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FARM LEVEUWORKER 1SSUES™ L
COLLABORATING ON;L_OMATO GRDWER ST&_NE!\BDS .
ot G

Over the Iast two years we > have engage_g"\y_tth ounsupplters - :
and other stakehnlders in developmg standards and_,adssurance
.programs For growers in Florida that produce fomatoes for the -
McDonalds Systemi in the U.S. 1,1_5

In 23005. the Florida Frutt and Vegetable Assoctatlon (FFVA)
started to more formally address the conditions of farm workers
in Hme Florida tomato, mdustry The FFVA éffort presented u's”wrth
an opportunity to Support an important cause, We participated
in dlscussmns witha numl)Ler of stakeholders, including our
suppllers lndustry groups and worker advocacy organizations,
; and we shared with FFVA our experiences with our.own Supplier
Snr:la! Accountablllty program. The end result was a new program
Socna!ly Accountable Farm Employers (SAFE) The program )
‘lncludes standards that establlsh essential protections for
"Fiorlda tomato farm workers and a certlfucatlon process to verify,
b compluance Further mformatmn about the program is available
on thé SAFE website at http //www safeagempioyer org.

tIn addition to supportmg this industry-wide Effort McDonalds~
|" and our produce suppllers established grower standards that’
requtre Flonda tomato growers to T Vol e

. RS,
RV St

- BeSAFE-certified. y

-
Man
= Hire workers as emp!nyees rather than day labarers.

* Network with local resources so that workers have access to
_ health screenmg and counselmg services.,

g Prowde workers wlth opportunltles toraise ISSUES and:
offer suggestions. ‘:‘

.. Ensure that an adequate supply of safe and affardable -
housing is available:

- Ensure that transportatlon for workers, when offered is safe.

Growers are to wnrk with reputable thtrd parttes to
venfy compliance. .:=

To support these efforts we enhanced our procurement
“practices to encourage our approved suppliers td purchase from
preferred Florida growers who adhere to the SAFE standards ™ ]
and the McDonald'’s Grower Standards. Whlle our purchases
rJrepresent only about 1, 5% of Flonda s commarcial tomato
* “market, we hope our efforts will help these | programs expand

beyond MeBonalds.

WHERE WE ARE: SOCIAL

ANIMAL

0 ENVIRONMENT | et FARE
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PUTTING PEOPLE FIRST

Our Supplier Social Accountability program is a core component of cur expectations
far suppliers. We have a Code of Conduct that specifies our expectations for suppliers’
social accountability. As it indicates, we are committed to engaging suppliers that

. provide fair and safe working conditions for their employees. The Code is available at

www.csr.mcdonalds.com/code.html.

The first step in our programis to cemmunicate the Code to our suppliers. We
require them to acknowledge its terms and their agreement to comply, by returning
a signed copy.

KEY PERFORMANCE INDICATOR* 2004 20085
% of total food, packaging and tier-1 equipment suppliers
that have affirmed our Code of Conduct 57% 89%

*WORLDWIDE

Over the past two years, we have trained hundreds of suppliers and conducted

- thousands of onsite facility assessments. These have included examinations of

written records, inspections of physical facilities and equipment, private interviews
with workers and discussions with facility managers. The training sessions and
assessments have not only promoted compliance with our expectations. They have
improved our understanding of conditions in the diverse facilities that produce
products for the System. This helps us to shape our program and target resources
where they will have the greatest impact,

Two impertant supplier-led initiatives have been launched:

= A collaborative project to build sacial accountability management capacities in
supplier facilities (Project Kaleidoscopel.

*+ Apilot of upstream workplace standards in the Florida agricultural supply chain
(sidebar case study).

BEYOND COMPLIANCE: PROJECT KALEIDOSCOPE

Collaborating with The Walt Disney Company and seven faith-based and socially
responsible investment organizations, we formed an angoing working group to explore
possibilities for more effectively promoting sustained compliance with corporate
codes of conduct and improved worker conditions, In addition to McDonald's and
Disney, the working group members are As You Sow Foundatian, the Center for
Reflection, Education and Action (CREA), the Connecticut State Treasurer's Office,
Domini Social Investments LLC, the General Board of Pension and Health Benefits

of the United Methodist Church, the Interfaith Center on Corporate Responsibility
(ICCR), and the Missionary Oblates of Mary Immaculate.

The result was Project Kaleidoscope, which tests an approach to sustaining
compliance based on dynamic, internal management systems and ongoing worker
input at the factory level. Factory owners, managers, supervisors and workers

are trained. Owners and managers are then held accountable for developing and
maintaining internal systems that identify and trigger carrective actions for
compliance chatlenges as they occur. External reviews by third parties ensure the
systems are working and encourage compliance with corporate workplace standards.
The approach has been piloted in1o factories in southern China, and a final project
report is scheduled to be published in 2006.

Praoducts: Responsible Purchasing




THE AVIAN INFLUENZA THREAT

Qur #1 responsibility is and will always be to deliver safe, high
quality food to our customers. Alse critical is providing a safe
working environment for our employees. So it's no surprise that
we have been aggressively addressing potential Avian Influenza
(Al} risks since the disease first re-emerged in Southeast Asia.

In 2004, our Worldwide Supply Chain Management Team
jumped into action, developing additional guidelines for our
poultry suppliers and undertaking a full review of our internal
biosecurity standards and firewalls. As part of the new
guidelines, we are requiring our poultry supptiers, where legally
permitted, to establish appropriate Al testing for all flacks
befaore they enter our supply chain.

With our active support, a new global coalition — Secure
Supply of Affordabie Food Everywhere {SSAFE) — was formed
to strengthen the global food safety system, and it adopted
Al-relatec issues as its first project.

With our further support and in cooperation with the World
Animal Health Organization (OIE) and the UN Coordinator

for Avian and Pandemic Influenza, SSAFE and the TAFS
Foundation {International Forum for Transmissible
Spongiform Encephalopathies and Food Safety), canvened
anunprecedented global summit conference on Al, Held in
Bangkok, Thailand, in December 2005, the conference brought
together representatives of key UN agencies, ministries in the
EU, Canada, the U.S. and approximately 10 Southeast Asian
countries and a select group of majer corporations that

have facilities and/or supply chain operations in Southeast
Asia and demonstrated commitments to social responsibility.
McDonald's and several of our majer suppliers were

among them.

One cutcome of the summit was the development of specific,
collaborative action plans to swiftly address critical Al
prevention and containment needs in Southeast Asia. As

a result, McDonald's has committed funds te help expand
amulti-faceted Al project that CARE has implemented in
Vietnam. (CARE is a leading humanitarian organization fighting
global poverty. On the issue of Al, they are working to educate
people about preventing the spread of the disease.} We are
also working to sustain the momentum of this public-private
partnership so we can address some of the longer-term
priorities identified at the summit.

PRESERVING ANTIBIOTIC EFFECTIVENESS

Although antibiotics are truly wonder drugs, recent findings
have suggested that averuse in farm animals is leading to
increased resistance in humans. We have moved to get in front
of this issue by implementing an innovative policy to protect
public health.

tn 2003, we issued 3 Global Antibiotics Policy for Farm Animals,
Our policy — a collaborative effort with major poultry suppliers,
animal drug manufacturers, physicians, animal health and
weifare specialists, envircnmentalists and other food retailers
—is intended to complement ongoing scientific and regulatory
efforts to address the resistance problem by controlling, even
minimizing where possible, the use of antibiotics in our supply
chain, It applies 1o key direct-relationship suppliers that have
direct control over the animals raised — poultry suppliers,
principatly in the U.5. and in Europe. The policy requires
dedicated suppliers to follow specific Guiding Principles for
Sustainable Use of Antibiotics.

By January 200¢, all direct suppliers subject to the palicy were

" required to have compietely phased out the use of prohibited

antibiotics. In collaboration with our direct relationship poultry
suppliers, we also had developed a program te help ensure
compliance with the policy. It requires covered suppliers to
annually certify their compliance. The first annual certification
was completed at the end of 2005,

We are encouraging similar efforts in areas where we do not
have the same level of influence. i.e, pork and beef. In 2005,
Smithfield, one of our major pork suppliers. voluntarily adopted
the Guidetines.

Clearly, the issue of antibiotics resistance extends far beyond
the McDonald's System. As with other such issues, we have
endeavored to exercise leadership and thus encourage other
companies to act. Some of our efforts have included presenting
the initiative at conferences and advocating that trade
associations adopt voluntary antibiotics policies,

“When McDonald’s
asked its chicken
suppliers to reduce
antibiotics use, they
started a revolution
in the poultry
industry, Not anly
has McDonald's
improved its own
supply chain, but
the message has
reverberated — now
four of the top 10
poultry producers
are reporting a
significant drop in
antibiotics use. By
using its purchasing
clout, McDonald's is
helping to preserve
the effectiveness’
of life-saving
antibiotics for
humans.”

GWEN RUTA
QIRECTORFOR
THE ALLIANCE OF
ENVIRONMNETAL

INNOVATION,
ENYIRONMENTAL DEFENSE
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LISTENING TO OUR CUSTOMERS:
GENETICALLY MODIFIED FOODS

In our diverse markets, consumer attitudes toward
biotechnology vary. In North America, foods made with
genatically modified {GM} ingredients are generally accepted,
while Europeans tend to be wary of them. As a food retailer,
we listen to our customers. Thus, in Europe, we specify non-
GMingredients.

Since our last report, we have become involved with two new
initiatives related to big-engineered crops:

* Support for the Food Products Association’s strong concerns
about applications of plant-made pharmaceuticals. Since
research shows that, without proper controls, the use of food
craps to produce Plant Made Pharmaceuticals (PMPs} can
impact the integrity of food and feed supplies.

*+ Support for the decision-tree approach developed for the
UN's Food and Agriculture Organization and the World Health
Organization to evaluate the atlergenicity of genetlcally
madified foods.

Biotechnology is a quickly evolving issue in terms of scientific
and consumer attitudes. We follow developments in this
important field closely and are guided in our approach by three
key principles:

* Awareness and engagement
+ Customer focus
« Reliance on experts

We will apply these principles in deciding whether to purchase
new GM products. On a case-by-case basis, we will review

the status of regulatory approvals, customer acceptance,
prospective consumer benefits, cost and potential safety and
environmental impacts.
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TOM'KASZAS . P
CHIEF ENGINEER ENVIRONMENT McCAIN FOODS LIMITED ' :

[Tom Kaszas of McCain Foods was one of the environmental
scorecard pilot program participants. Tom is a self-
descrlbed 'help desk for the environment.” He is resp0n51ble
for advising on global policy and determining technical -
approaches to resolving environmental issues for McCain
Foods Limited, one of McDonald's largest suppliers.

“iWhen firstinvited “McCainisina
to participate in very fortunate

the development position because
of the scorecard, improving
McCaln was environmental
lookmg at a'é} performance

humber of ‘s benefits our
dnfferentsystems business, The -

to measure :'-"“A gam‘s wemake .
environmental - improving -
performance. raw material’ »
We dldn t rea]ly _utilization ancl

llke anythmg ! reducmg energy
that we saw;)j,—&and;%\ern g -

because all the: consumptlcm G el

b= N v
tools requlred sohd waste and .?
someone toc - alr emlssmns
make sub]ectwe

t]'{tan 55 factht: .-=of our pera‘t.‘llor}s, »
scattered across 41Qtﬂe ]ong term : @ e
su: contments Greenhehawor &* A

there s naturally pa “.clwldends ,...aa-';ﬂ__-
a great “déal, And1 can testlfy

of diverging. g that
Iopu‘uc}n‘ilm1.11: . -
gay. the relat:ve \‘.‘."". .
importance of &>
water versus
polid waste.
PNith the
environmental
:scorecard, we've
got a tool that
allows us to
consistently
Mmeasure impacts
based onlocal
conditions.
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MANAGING IMPACTS

Our global environmental policy, available at
www.csr.medonalds.com/commitment/htmt, is areflectian
of our broad commitment to environmental stewardship.
And here tog, our relationship with our suppliers provides us
with an opportunity to have an impact that goes far beyond
our restaurant operations (discussed in the Ploce chapter,
beginning on page 54).

Since our {ast report, we have successfully completed our
envirenmental scotecard pilot program and are now working
toexpandit globaliy. We worked with key direct-relationship

Fpork, patatoesandbakery products.

We partnered ‘with,Conservation International's Center
far Enwronmental eadership in Business to assist in the
7 dévelopmentand éarly testing of this process.

T e .
.. Sko
"_—‘-U“‘PWOTLPROGRA PROCESS AND RESULTS

ablish.a; bas;eime of environmental performance. They then
- tracked their 2004 anvironmental impacts and compiled and
: repcrted the restles. Impacts were again tracked and reparted

Hﬁ‘%)supphers for five [qlajor foad commodity groups — beef, poultry,

i
P e,
T

IQPEN DQORSj WHERE WE ARE: ENVIRONMENT

WHAT WE LEARNED FROM THE PILOT

Comparison of 2004 trend indicators to the 2003 baseline indicates that the
scorecard and the expectations it establishes seem to have promoted more
envirenmental awareness and more effective management of llmlted
naturalresources.

PERFORMANCE TRENDS FROM PILOT SCORECARD,
BY COMMODITY AREA: 2003-2004

Water Use* Energy Use® Solid Waste® Air Emissians®
Potatoes = 10.5% «* 3.85% - I% 0
Poultry w 0.85% = 0.35% - 6% 0
Pork - 18% - 55% - 4% 0
Beef - 56% - 03% - 3% 0
Buns - 0% - 9% - 2% 0

*kg of Hz0 par finishad produrt

*kgof energyused par kg of finrished product

C kg of sofid waste produced per kg of finished praduct
" racal aumbar of of air disch

EXPANDING THE ENVIRONMENTAL SCORECARD

We have begun to roll out the scorecard te all direct suppliers far the five
commodity groups identified above in our top nine markets around the world. We are
currently phasing in use of the scorecard in Australia and the UK., where suppliers
conducted self-assessments and initiated data collection fer the baseline in 2006,
We plan to develcp a timetable for further implementaticn based on our experience
in these markets.
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SUPPORTING SUSTAINABLE FISHERIES

High-quality whitefish is an important item on our menus
worldwide. Our purchases account for approximately 50,000
metric tons of whitefish per year. Because fisheries are under
increasing ecanomic and envirenmental pressures, we have a
responsibility and a business interest in helping to protect their
health and productivity.

Starting in 2001, we began to more closely monitor the
condition of the fisheries from which our suppliers were
sourcing. To do this, we menitored the trends of Jotal Allowable
Catch {TAC) and actual catch. TAC or Quotas are levels set

by governments, using scientific data about fishery health,
which set limits for how much fish may be taken from a
particular fishery.

tnitial findings highlighted the fact that some fisheries were
undergoing severe decreases in actual catches, leading us

to guesticn the long-term sustainability of these sources.

As a precautionary measure, we bagan moving away from some
of these fisheries, such as Russian Pollock.

This initial evaluation also accentuated the need for a more
comprehensive, scientifically-based method of evatuating
fisheries. Thus, in collaboraticn with Conservation International
(C1yand our fish suppliers, we developed and piloted a set

of sustainability fishery guidelines. Globat rollout of these
guidelines was completed in zoos.

Over the past five years, in partnership with Ct and our fish
suppliers, we have already shifted purchases representing
more than 18,000 metric tons of fish away from unsustainable
sources.

McDonald's 2008 Warldwide Corporate Responsibility Report

We asked Cl to develop an evaluation tool, which rates currently
approved fisheries using the {atest scientific information.
Ratings address three criteria — management guality. fish
stock status and marine environment and biodiversity
conservation. For the last two years, we have used this toot

to produce an action-griented snapshet of the fisheries from
which we source,

The rating farmat. madeled on a stop light. is designed to
emphasize apportunities for ongaing improvement, not
terminaticn of business relations.

FISHERIES EVALUATION TOOL

GREEN Fisheryis well-managed with respect
to the relevant criterion.

YELLOW Management for the criterion is
satisfactory but could use improvement.

An early warning that something may
be amiss.

Intended to trigger further investigation and,
if necessary, work with the fishery to develop
and implement a corrective action plan,

RED Urgent need for action.

Signal toinitiate a three-year improvement
program, with specific annual milestanes.

Failure to meet the milestones can result in
reduced business and, ultimately, elimination
from our purchasing program.

Products: Respansible Purchasing




MANAGING OUR PACKAGING IMPACTS

From food portability toinsulating hot and cold foods to
promoting food safety, our food packaging is a fundamental
part of serving our customers. In the U.5., for exampte, we
have 330 unique consumer packaging designs. This presents
an opportunity to minimize the environmental impacts of our
packaging and to provide industry leadership in conserving
natural resources.

In our major.markéts, approximately 83% of the packaging
used for food, beverages and other consumer purposes is
made of some form of paper or other wood-fiber material, and
we are hard at work trying to identify the most environmentally
sustainable sourcas for this packaging (see Supporting
Susteinable Forests, poge 36). The remainder is made of a
variety of thermeplastics.

KEY PERFORMANCE INDICATORS* 20065
Packaging weight per transaction count 0.4 lbs.
Percent of packaging material that is recycledpaper  31.5%
*NOT INCLUDING BRAZIL
TOTAL 2005 PACKAGING COMPOSITION
Paper
83%
Plastic
17%
Recycled
paper
31.5%

We have identified two ways to evaluate the environment-
related aspects of our packaging — its weight and its recycled
content. Based on data from eight of our nine major markets,
the average use of recycled materials as a percentage of the
tatal materials in the consumer packaging used in 2005 was
31.5%. Data for 2004 were available for gnly three of our major
markets. While we continually seek to use recycled materials
where {easible, one surprising challenge is that supplies are
actually growing scarcer in many of our markets because
recycling infrastructures and consumer participation are not
keeping pace with demand.

Environmental impacts are reduced by using less packaging.
For example, in 2005, we redesigned the inside of our North
American fry boxes, reducing packaging weight by mere than
1,100 tons per year. Additional impact reductions were achieved
by changing the proportions of virgin and recycled fiber content
in some items, eliminating certain packaging sizes and, in one
case, adding a smaller size package.

Such changes, mostly imperceptible to custemers, add up.
For example, from 2004 to 2005, McDanald's restaurants in
Brazil saved 582.6 tons in packaging weight by relatively small
reductions in packaging dimensions and a switch from rigid
containers o paper wraps for two food items,

Although we're pleased with our ongoing efforts to minimize
the environmental impacts of our packaging, we can do

more. To this end, in partnership with our principal packaging
supplier, Perseco, we have developed a comprehensive set

of environmental guidetines for consumer packaging. These
guidelines establish a hierarchy of preferences that enter
into decisions on new and modified packaging, aleng with
censiderations of functionality, availability and cost. In order,
the priorities are:

¢« Eliminating unnecessary packaging.

+ Favoring use of materials made from renewable sources,
e.g., wood fiber.

* Reducing the total amount of material used in our packaging.

+ Designing consumer packaging for its capacity to be
recycled or composted.

+ Favoring materials and processes that minimize
pellution, e.g. maximizing the use of recycled content and
unbteached fiber.

Perseco is now using these guidelines to assess proposed
packaging designs.
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SUPPORTING SUSTAINABLE FORESTS

Since approximately 83% of our consumer food packaging

is made of paper or some other wood-fiber material, we are
dependent on a renewable resource that is under significant
pressures from worldwide consumer and industry demands.
Use of recycled content can somewhat alleviate the situation,
but there are practical and regutatory limits. Mareover,
recycling doesn't address all of the environmental threats
{e.g.. deforestation of protected areas, harvesting of
endangered timber species). We have, therefore, been working
on several frents to incorporate envirenmentally responsible
fiber procurement practices into our packaging supply chain.

We are closely following the ongoing debate regarding what
makes a “welt-managed forest, with a view toward ultimately
adopting a global forest certification program that reliably
designates forests which are actively managed with attention
to long-term economic, enviranmental and social impacts. In the
meantime, we are building on the McConald’s Europe program
to develop a unified global forestry policy.

In 2003.‘McDonald's Europe began to work on a sustainable
forestry policy to help promote use of wood and wood-based
products from forests that have achieved certification for
sustainable management. The policy and related guidelines
were completed in late 2004, and work with supptiers to
implement them is underway.

The policy commits McDonald's Eurape to:

* Promote the efficient and responsible use of wood and
wood-based products.

* Work with suppliers to ensure that wood and wood-based
products originate from legal and acceptable sources,
as defined in the guidelines.

+ Not knowingty use suppliers that source from legally-
prohibited or unacceptable sources.

* Give preference to the purchase of wood and wood-based
products ariginating from certified well-managed forests.

MeDonald's Europe plans to phase inimplementation of the
policy. beginning with consumer packaging — the largest source,
by volume. of our fiber-based impact. As a first step, it has
compiled baseline information on the current origins of the
packaging. This provides the basis for working with suppliers
toimprove their sourcing practices, using agreed-upon
performance measures and targets.

McDonald's 2006 Worldwide Corporale Respansibility Repoi t

At the corporate level. McDenald's participates. through our
primary packaging supplier, in two collabarative efforts to
promote packaging consistent with the long-term health of
the environment:

+ The Paper Working Group. A coalition of 11 major companies
and Metafare, a nonprofit organization that develops
innovative market-based approaches to supporting forest
integrity, the Group aims to increase the market availability
and affordability of environmentally-friendly paper.

= The Sustainable Packaging Coalitien. Formed under the
auspices of GreenBtue, a nonprofit institute focused on
design solutions to sustainahility chatlenges, this coalition
advocates a“cradle to cradle” system for all packaging. The
intent is to devise a strategy that optimizes ecclogical and

social benefits rather than just minimize environmental harm.

It has developed a definition of sustainable packaging and
is working on tools to assist designers and purchasers in
improving packaging’s environmental footprint,

PHASING OUT OF PFOAs IN OUR PACKAGING

Working with our primary packaging supplier, we continuously
monitor research and palicy developments related ta our
food packaging. We, therefare, recently became aware of

and proactively addressed an emerging issue retated to the
coatings on some of our food packaging. The issue involves
perfluprooctanoic acid {PFOA).

The U.S5. Environmental Protection Agency recently stated
that it “is not aware of any studies specifically relating current
levels of PFOA exposure to human health effects’ Because the
chemical persists in the environment, Perseco investigated

alternative coatings and developed a business case for a switch.

We have accepted the recommendation and initiated a global
phase-out of PFOA-related coatings. We expect the transition
to be complete by the end of the year.

Products: Responsible Purchasing
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WHERE WE ARE: ANIMAL WELFARE DRTTEMPLE'GRANDIN ™
McDONALD'S ANIMAL WELFARE COUNCIL - IQPEN DOORS

!

Dr. Temple Grandin is one of the world's
foremost experts on animal behavior,

; a sought-after designer of animal handling,
FOOD SAFETY AND QUALITY facilities and equipment, and the author

of four best-selling books about autism,a
condition with which she was diagnosed at

ENVIRDNMENT

ANIMAL WELFARE - the.age of three. A member of McDonald’s,
Our supplier relationships provide us with a unique opportunity Animal Welfare Council, Dr. Grandin has
to promote the humane treatment of farm animals. Guiding served as McDonald's prln(:lpal advisor on

our animal welfare program are our global Animal Weifage
Guiding Principles, which express our commitment to legding
the industry in ensuring animals are "free from cruelty, abuse
and neglect”

animal welfare since 1997. - .

We firmly believe that proper animal handting practices gre
an integral part of an overall quality assurance program and
align our purchasing strategy with cur commitment to arjimal
welfare. What this means, as a practical matter, is that apimal
welfare is not an “add-on” program at McDonald's but rather
an integral part of the way we manage our global supply thain.

Q: Whatwas it that made you decide to start working
withMcDonald's?

A:*1knewthe purchasing power McDonald's has. So it wasa, .
big opportunity to make change happen. The tipping poirit
- was in 1999, when the big animal welfare audits started.
o 11-_- _‘&_’ i ; b ' . Isaw more change in one year thanI'd seeninall the years
f{.\"ﬂw@_ u%‘. ‘N ' - X ‘ - e I'wasinthe industry”
LR ES = A, \_! N W : Q: What happened? i
] A:*It started out small Then a manager at one of the really big
slaughter plants treated the whole thing like it was a joke,
and they were taken off McDonald's approved supplier list.
When word got around, people went, 'Whoa, this is serious’
It waslikeriding a wave. It just happened.”

Q: Howis McDonald’s doing?

A:"McDonald’s is doing very well on the slaughterhouse :
program. Mainly, we've got to make sure we don't get lax
and let things slip. We cannot relax vigilance” |
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STRICT SUPPLIER ACCOUNTABILITY

To ensure compliance with our animal welfare principles, our
suppliers’ beef, pork and poultry processing plants around the
world are regularly audited by independent auditing firms and
McDonald's staff. The audits use a standard protocol based on
a methodology developed by animal welfare expert Dr. Temple
Grandin (poge 37), who also overseas audit training,

The pretocol identifies objective measures cf animal welfare

as indicated by animal behaviors and results in @ numerical
score. Achieving a passing score reguires a high level of supplier
involvement, including angoing employee training and., at times,
capital investment to upgrade facilities. Plants that do not pass
are given 30 days to correct preblems and are then re-audited
by our supply chain staff or a designated trained supplier. Those
that do not pass the secend audit are subject to suspension and,
uitimately, loss of our business. Consistent with our general
approach to responsible supply chain issues, auditors provide
coaching ta promote continuous improvement, even for plants
that score above the required minimum,

We compile the results of animal welfare audits on an annual
basis. Results for each supplier are reviewed by AOW {Area

of the World) supply chain management teams as part of

the SQl process. We also use AOW-level results to monitor the
reach and effectiveness of our program.

McDONALD'S PROCESSING FACILITY AUDITS

2003 2004 2005
Asia Pacific, Middle East '

and Africa {APMEA) 123 141 153
Europe 227 210 214
Latin America 54 66 65
North America 84 ny Bg
TOTAL 488 534 521

In 2005, g1% of alt plants received a passing score initially, and
all but 1% of the remainder passed the follow-up audit. In 2004,
theinitial passing rate was 93%. As in 2005, gg% of facilities
were in compliance with our standards at the end of the second
round of audits, reflecting the protecol's capacity to encourage
positive change.

Mclhonald's 2006 Wor ldwide Corparate Responsibility Report

EXPLORING NEW TECHNOLOGIES

In keeping with our commitment to continuous improvement,
we have for some time been working with our Animal Welfare
Councit and major poultry suppliers on potentiai improvements,
One major focus has been controlled atmeosphere stunning
(CAS} — an approach to rendering birds insensible prior to
slaughter by exposing them to a mix of gases. Some animal
welfare experts believe that CAS is potentially preferable

to the more commen method of stunning using an electrical
current.

In 2005, a multi-disciplinary team of McDonald's staff experts
updated and expanded the scepe of their research and prepared
areport summarizing their understanding of the issues and the
feasibility of incorparating CAS into our global supply chain.
The report was presented to the Corporate Responsibility
Committee of cur Board of Directors, which issued it to the
public in June 2005,

In the report, top management concludes that CAS represents
a promising development, but that it would be premature

to require adopticn of what is still an emerging technology
involving a number of issues that require further study. We

are committed to continuing our efforts to learn more about
CAS. To this end, we will be continuing consultation with our
Aniral Welfare Council, following the emerging research and
new developments in commercial applications and maintaining
dialogue with McDonald's European poultry suppliers that use
the technology in some of their facilities.

Concurrently, we will continue work with our U.S.-based poultry
suppliers to improve the effectiveness of their electrical
stunning processes. We will also explore newer, emerging
technolegies that may address certain animal welfare concerns
associated with such processes.
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FOOD SAFETY AND QUALITY

FOQO SAFETY: OUR OBSESSION

Underlying all our social responsibility efforts is our fundamental commitment to
ensuring that the foods and beverages we serve our customers are safe.
This means working with our suppliers to monitor, test and track our ingredients,

Our food safety and quality standards meet or exceed government requirements,
Indeed. our standards and procedures have been used by government agencies as
madels for their own regulations, We actively support strong, science-based food
safety by sharing our experience and advocating for additional measures we believe
will help protect consumers and their trust in the safety of local food supplies.

Woe view this as part of our responsibility as a goad corporate citizen. And we know
itis also essential to the continuing growth and profitability of our business.

SPECIFYING SAFE,HIGH QUALITY BEEF PATTIES

A good example of how closely we control our food sources is how we work with our
beef patty suppliers. Gur product specifications for beef patties are eight pages
long and cover seven major categories, ranging from maximum temperature of raw

materials, as detivered, through final packing and delivery to distribution centers.

The raw materiat category includes 3¢ specific standards, including primary beef
processing requirements that we have established as firewalls against BSE and
additional BSE-related requirements for the beef processors’ sources. The chief
standard is that our hamburger patties are 100% beef. The standards also include an
extensive list of prohibited ingredients and defects, including preservatives, additives
and fillers, non-meat parts and mechanically deboned meat — a potential source of
contamination with tissues that have been identified as highrisk for transmitting BSE.

The specifications require beef suppliers to work under a validated hazardous
analysis critical controt point (HACCP) system and also include relevant
microbiological requirements.

In addition, the specifications establish attributes the patties must have when coocked
in our restaurants according to our established operating procedures. These include,
among others, achieving a minimum internal temperature during cooking to ensure
safety and a maximum cecked temperature consistent with food quality.

RESTAURANT FOOD SAFETY TRAINING AND PROCEDURES

. Food safety at the restaurant level is fully integrated throughout our System —

in our training programs, our restaurant operations guidance and our restaurant
assessment processes.

Training in food safety begins the first day an employee arrives for work, with an
orientation to our standards, and is incorporated into the curriculum templates
and materials that prepare employees for progressively advanced positions.
The curriculum for shift managers includes an entire course in food safety, which
they must successfulty complete before being certified as capable of managing
ashift alone.

The Operations and Training {(0&T) manual, McDonald's procedures reference

for restaurant operations, includes an entire chapter on food safety. It defines
requirements and provides specific guidance on the entire range of our restaurant-
level food safety standards — from supply and delivery through storage, preparation
and helding.

page 33




WHERE WE ARE: FOOD SAFETY

EVALUATING RESTAURANTS FOR FOOD SAFETY

Food safety procedures are menitored by operations consultants, who regd
visit our restaurants to advise managers on aperaticns, The consultants als
conduct periodic restaurant operations reviews, which assess adherence tg
safety procedures.

larly
D
our food

As part of our Restaurant Operatians Improvement Process {ROIP), the onsite
restaurant assessment incorporates food safety elements into ratings for quallty and
cleanliness. It also includes a focused verification of critical food safety procedures

—_

For these procedures, corrective action must be immediately taken to reme'dy any ;T
: J‘“'

problem identified. Problems that cannot be immediately corrected, e.g., aneed for
additional training, are reported to the manager that oversees the restaura nt o that
follow-up can be assured.

Food safety irregularities can trigger further action. For example, as part o ROIP\ ety
owner/operators and managers of company-operated restaurants are expected“s

—— ~Arecognized expert in

to develop and present action plans based an the top priorities for improve
identified by the assessments. Results of assessments are also used to ide

for expert assistance by our operations consultants and for further develop

our training programs. They are an important factor in evatuating company-

ment

htify needs
ment of
pperated

restaurant managers and in deciding whether owner/operators are qualified for

additional restaurants and for continuation within the System.

ADVOCATING FORFOOD SAFETY BEYOND THE ARCHES

McDonald's is serious about promoting food safety around the werld. To thi
many years we have engaged with other food companies, government agenc
associations, producer associations and consumer advacacy groups to help|
safe food supplies. We have also shared our experience with government ag

s end, for
ies, trade
ansure
encies,

such as the U.S. Department of Agriculture (USDA), discussing HACCP as well as

other food safety issues. In recent years, our efforts have focused on beef ¢

afety,

and our partners have included not only the USDA, but also the U.S. Food and Drug

Administration (FDA) and food safety regulatory agencies in many other co

intries.

“and-the Food and g

We have also worked on a range of food safety issues with the European Food Safety
Authority and the Pan American Health Organization.

Our 2004 Worldwide Corporate Responsibility Report summarizes our earlier BSE-
related activities. In the last two years, we have focused on several critical measures
to strengthen regulatory protections against BSE. We have strongly advecated
significant expansion of the existing FDA “feed ban” so that it would more effectively
keep cattle feed free of tissues that can carry BSE. We have also urged the USDA to
institute amandatory animal identification system so that the agencies — and beef

suppliers — could rapidly trace an animal’'s movements back ta the likely source of any

contagion. In this context, we have shared cur experience with the long-estahlished
McDonald's Europe traceability system and our mare recent experience wofking
with our suppliers to roll out a global system.
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DANE'BERNARD
VICE PRESIDENT, FOOD SAFETY,
QUALITY ASSURANCE

AND CUSTOMER SERVICE
KEYSTONE FOODS LLC

Keystone Foodsisa

a major supplier of beef,
poultry and fish products
to the McDonald's System.

food sdfety, Bernard has
served on the' N atlonal N j
Ad\nsory Comrmttee Ol

S
M1cr0b1010g1ca1 Criteria I 1 .

_for Fdods, whlch advises ... i ..
“the,USDA'and the FDAY =z

on food safety pohcr;
He has also part1c1pated
in expert consultations
on food safety for the
World Health Orgamzatlonx_:.\ 1
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OPEN DOORS |

How do you ensure beef safety
for McDonald's?

“Becoming and remaining a supplier to
McDonald'sis extremely challenging,
given the depth of their standards
and requirements. So we work very

- hard with McDonald's on an ongoing
basis, such as participating in its Food

_ Safety Council, Beef Safety Teariand

other supplier groups. These provide
opportunities for McDonald's experts-
and their supplier counterparts, like
me, to share the latest information
on food safety and to compare notes
sothatweallact asateam for the
protection of customers.

' _“Iwish everyone knew.that McDanald's
hamburger patties are 100% beef,
confirmed by governmentand
independent experts'whu audit plants
on aregular basis. To help ensure

the safety of our food products,
each of Keystone's plants around
the world operatesunder the hazard
analysis critical control point
(HACCP} system. Under HACCP, we
examine each process and product
to identify all potential hazards and
establish control measures for each.
We also establish monitoring and
testing protocols to verify that the
hazards are appropriately controlled.
We couple these with record-keeping
and review protocols that provide
us, McDonald’s and government
agencies with documentation of our
continuing success.” '

OUR CHALLENGES & THE FUTURE

OUR'CHALLENGES
What are the chief barriers to achieving greater

Isuciai responsibility progress within our supply
chain? We have identified three primary issues:

1. The lack of a well-defined model for “sustainable
agriculture” There are no commen definitions
nor a consensus on what “sustainable agriculture
means.

»

2. Systemic issues that require collaborative
solutions. Most issues in our supply chain,
especially as you go upstream, rely on many
stakeholders to implement change. We would like
to restrict further use of antibiotics in meat, for
example, but we have direct influence over only
our poultry suppliers.

3. Polarized opinions among key stakeholders.

On many issues, two or more sides can't seem

to agree. Getting clear and definitive science is
not easy either. For example, there are scientific
studies which indicate that animal antibiotics
impact human medicine, and there are contrary
studies that show no impact on human health.

pur primary challenge is how to address these
important issues with suppliers who are outside
of our direct control. We are working on ways to
address this challenge.

f\current example is gur response to the

|G reenpeace study released in April, 2006, “Eating
'Up the Amazon” The report highlights soya farming
infringing into the Amazon biome, We want to
protect this valuable natural resource. Since
learning of the report, we have begun to work with
Iother retailers and suppliers to call for an end to
any soya farming that is illegal in the Amazon.

THE'FUTURE

Overall, we feel we have solid programs in place,
especially within our direct spheres of influence.
These require vigilance to ensure full integration,
follow-up and continuous improvement. Beyond
them, we see promising oppertunities to work more
collaboratively with a broader range of stakehotders
to address systemic supply chain issues.

Our topline goals for the future are to:

Continue working with suppliers to promote
supplier-led leadership on sustainability issues.
As part of this effort, we plan to convene a
top-level summit on sustainability issues with
our suppliers by year-end 2006,

Complete Project Kaleidoscope.

Expand implementation of our environmental
scorecard and use it as a tool to work with
suppliers on effective management of their
environmental impacts.

Continue to evaluate fishery suppliers and
align our purchasing specifications with our
assessments of their sustainability.

« Continue working with our principal packaging
supplier, Perseco, and its suppliers to ensure
our packaging is designed with the environment
inmind, as outlined in the expandad packaging
guidelines. '

Evaiuate and pursue viable options for a globat
forestry policy.

+ Maintain our strong animal welfare audit program.
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PEOPLE: earning for Life

ITraining, Learning and Development
|Restaurant Managers: A Day in the Life ° ‘
'Fompensation and Benefits
Employee Satisfaction
Diversity
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OUR PRIORITIES

ASTART ... ASTEP...OR APLACETO STAY

Work at McDonald’s meets various needs. For some
people, it's a starting point — an entry into the work
world, a place to develop fundamental, transferable
workplace skills and a work history that will enable
them to move on to other jobs or careers. For others,

it's a way to earn money while pursuing other interests

or cbligations — a part-time job, no more, no less.

It is an important responsibility to invest in the training,
development and satisfaction of our people. Thisis also
assential to our success as a customer-oriented business
providing consistent, outstanding quality and service,

The framework for our efforts is a set of global People
Principles. available at www.csrmcdonalds.com/people.html,
which establish fundamental expectations for the way
employees are to be treated, as well as othar people-related
practices and programs worldwide,

The majority of people who work “under the Arches”

(an estimated 73% of the total) are employed by our

owner foperators, As independent business people, owner/
operators make their own employment decisions and develop
their own programs. However, the training and guidance
owner/operators receive and our standards for restaurant
performance encourage practices that are consistent with
those required in our company-operated restaurants,

GLOBAL TRAINING, LEARNING & DEVELOPMENT PATH

WHERE WE ARE:
TRAINING, LEARNING & DEVELOPMENT

TRAINING, LEARNING & DEVELOPMENT
FOR A LIFETIME CAREER

1
|
|
|

KEY PERFORMANCE INDICATORS® 2004 2005
Percent of crew members satisfied that they w
receive the training needed todoagood job* 79.4% B80.6%
Percent of managers who feel that

the person they report to supports their

professional development** Bo3% 61.6%

* NOTINCLUDING AUSTRALIA, CAMADA, CHINA, JAPAN
**NOYINCLUDING AUSTRALIA, CANADA, CHINA, JAPAN, UK.

Training is delivered at the restaurant level, making data i
collection very challenging. And, for employees at all levels, a
certain amount of training consists of guided sel{-study and,
increasingly, e-tearning, which presents additional challenges
when it comes to tracking and measuring.

While the data suggest that we are deing a good job providing
the training restaurant employees need, as a System, we are
always striving to do more.

stations

Above: More than 1.3 million crew people
work under the Arches in McDonald's
restaurants. These crew are provided an

opportunity to build workplace skills that
enable them to advance within McDonald’s

oron to other careers.

DALE a4

Communicating effectively
Training crew

Sery Safe or equivalent
{food safety) '
Managing people
Managing customer
satisfaction & security
Managing shift for profit

McDonald's 2006 Worldwide Corporate Responsibility Report

! practices

Managing peaple practices

& training
Managing inventory
Managing safety &

security

Effective management '

Restaurant operations
leadershin practices

cleantiness & the

customer
Leading peaple
Profits & sales
Business planning
Business leadership

practices

|
¥

|
Crew Crew Trainer | ShiftManagement ] Systems — 1 Réstaurant! Business !
"NEWHIRES & CREW ngelopmer.\t SWING MANAGERS & Managgment‘ Management Management l
MEMBERS (CREW TRAWNERS - MANAGER TRAINEES ASSISTANT MANAGERS RESTAURANTMANAGERS ~ EXPERIENCED -

o ; ; e = i S RESTAURANT MANAGERS |

-Or‘e"t'“""" Roles & responsibilities Statlnqﬁtr.alner Introduction to systems Building the b b i
Foundation Delivering McDonald's verification ‘management Building emaloyee Transitian to managing
French fries station brand promise fIransition tomanagement|  mgroving operational commitment ° your restaurant |
Production/service Being a leader Area & shift management | tefficiency  ~ ° Managing profitability Quality, service,

i

.

Feople: Learning lor Life



CREW MEMBERS ADVANCE WITRINTHE SYSTEM

KEY PERFORMANCE INDICATORS 2005
Percent of company-operated restaurant

managers who started as crew members 63.6%
Percent of worldwide top management

team who started as crew members 42.0%
Percent of operations staff at consultant

level or above wha started as crew members 5%

Percent of non-restaurant staff
above administrative level who started as
crewmembers

18.4%

To more systematically track and report upward mobility

within the System, we have develaoped several key performance
indicators (KPls), all measuring the percent of people if higher-

level positions who began as restaurant crew members!

We offer significant opportunities for growth and advapcement
within the System as well as in other careers, Even our CEO,

the Chief Restaurant Officer, the President of McDonald's
Europe, The President of McDanald's APMEA {Asia Pac’ific.
Middle East and Africa) and all three of the U.S. Divisioln
Presidents started their McDonald’s careers serving customers

in our restaurants.

|__Operations Consultant/!

N [y

Pasition-specific management aevelobmenr'
Delivery skills

Training skilts

PawerPaint

Area Supervisor Program
. P

Puosition-specific management develspment
Restaurant aperations improvement consulting
Financial skills far consultants

Partnering for results

L — | p— —pn - it bbby
Field Sesvice Operations N

Censuttant Program 3

r e it
Pasition-specific management develogment
Restaurant eperations improvement consulting
Financial skills far consultants

Partnering for results

Training Consyltant Program. 1 Department.

SHIRLEY CHANG
CORPORATE ViCE PRESIDENT

OPEN DOORS |

WORLDWIDE TRAINING, LEARNING AND

DEVELOPMENT, McDONALD'S CORPORATION

In March 2006, Shirley Chang became Corporate
Vice President for Worldwide Training, Learning and
Development. Shirley joined McDonald's 22 years ago,

as a crew member in Taiwan.

“How | startedis very interesting. [n
1984, by happenstance, I was part
of the first set of crew people hired
as McDonald’s opened its business
in Taiwan. My younger sister saw an
ad for jobs at this new McDenald's.
It wasbig news at the time. [wasan
intensive care nurse, but she wanted
me to go with her.

“We got there, and there was a huge
line, about two blocks long, with
lots of young people. Solsaid te
myself, why not apply, too? If so many
people aTe interested in working
at McDunald's, let me see what this
excitement isallabout. Solapptied
and got a part-time job.

“Four months later, my manager asked
me to join a management trainee
program. Since [ liked interacting with
the customers and the crew so much, |
decided togive it atry. By 1994, I was
in charge of half our restaurantsin
Taiwan, as Operations Director.

“But | felt | needed tolearn more if

| was to take the leap into executive :

management, 5S¢ ] went to Canada
for university study. When I left |
McDonald's in 1996, my bosswas
very encouraging. He opened my @
eyes to the potential 1 had. There
were no promises of anything in the
future, but before my graduation, I,
got a call from the head of McDonald's
Greater China asking me to be Dean of
Hamburger University in Hong Kong.
[ was so happy for the apportunity.

“Now, as the new leader of Worldwide:
Training, Learning and Development

at the home office, | am applying my !
experience of crew service and all the
training courses | have taken along the
way and trying my hardest to close the
gapbetween the ideal and the reality.
Isee sucha tremendous opportunity
for people to grow and work for such
a great company. Tobe honest, [ see
myself asveryordinary, but very '
fortunate.Istarted with nothing
—withno knowledge, no experiencie.
Now, as I begin this new challenge. !
Iwill work my hardest to have our !

people achieve the ideal for them.”
1

Mandger Program

JTransition to department

f management

Managing the organization

Foundations of leadership

Group coaching
oppertunities

Lesdership ]

Development -
Programs

HAMBURGER
UNIVERSITY {page 46)

THE LEADERSHIP
INSTITUTE '
A virtual community of
2pproximately 1,200-1,500
McDanald's leaders
around the world, focused
on providing a range af
oppariunities to develop
the key capabilities
needed to address critical
issues affecting our
long-term, profitable
growth. Caurses include:
LAMP [Leadership at
McDonald's Pragram),
ELDP {European Leadership
Development Program),
ALDP {APMEA Leadership
Development Program),
GLOP [Global Leadership
Development Program})

|

Left. Shirley Chang
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! WHERE WE ARE: TRAINING, LEARNING & DEVELOPMENT

Above. A class
atHamburger
University in Japan

page 46

TRAINING: QUR FOUNDATION

Because people is the first “P” in our company's Plan to Win
strategy, we have dedicated much of our efforts inrecent

years to advancing cur training programs, They teach the skilts

needed to do a particular job and instill our core commitments
including a fair, open and supportive work environment for

all employees. They alsc develop basic workplace skills that
are a foundation far success anywhere — customer service,
respansibility, teamwork, time management, problem-salving,
and communication.

+ Core Curriculum: This program provides a structured
learning path from crew to mid-management and beyond.
It was developed by Worldwide Training experts and our
global Hamburger University teams. The curriculum includes
specific learning cbjectives, training materials and evaluation
tecls, which are translated and adapted te reftect local
cultures and operations standards.

* Qur Own Learning Academy, Hamburger University (HU):
HU has seven campuses around the world. Course materials
are available in 28 languages, and class discussions may be
simultaneously translated into as many as six languages.
We also have 139 country and regional training centers
that previde training based on the restaurant management
curriculum. HU courses are designed for restaurant
managers, prospective ownerfoperators, established owner/
operators and regicnal mid-managers. The courses develop
general management skills, with strong emphases on
people practices and leadership, as well as specialized
skills needed to operate safe, customer-friendly and cost-
effective restaurants.

Mclonald's 2006 Worldwide Corporate Responsibility Report

ADVANCEMENTS IN QUR TRAINING

We continue to strengthen the quality and content of HU
courses. The fact that they are recommended for academic
credit or otherwise officially recognized by national
organizations, major universities and other training institutions
is anindicator of haw successful HU has been over the years.

+ U.5.:In 2005, the American Council on Education (ACE} —

the largest higher education association in the US. —
extended recommendations for college credits to all
McDonald's restaurant management and mid-management
courses. These credits can be applied toward a two- or four-
year college degree. We are currently the only restaurant
organization in the U.5. with recommendations for coliege
credit from ACE.

Australia: Classes taught at the HU campus in Australia help
qualify managers for nationally-recognized management
certificates at progressively advanced levels. Trained
managers may also receive credit toward degrees at colleges
and universities across the country.

Germany: McDonald's Germany offers an apprenticeship
program for quick-service restaurant managers, leading to
aqualification recegnized by the Chamber of industry and
Commerce. The three-year program combines instruction
in theory with hands-on experience in a broad range of
areas. Graduates are usually offered permanent positions
within the company and are often promoted to positions of

"increased responsibility.

Hong Kong: Courses taught at the HU Hong Kong campus
are accredited by major universities in mairland China, Hong
Kong and Taiwan.

China: McDonald's China participates in a national
government internship program to develop occupational
skills and provide practical work experience for new college
graduates and people who are unemployed. Under this
program, there have been nearly 6oo internships in Shanghai
and Shenzhen alcne.

Japan: Shift management courses offered at our HU campus
in Japan have been officially designated as part of the
national goverament’s Youth Employability Support program.

U.K.:McDorald's UK. is currently engaged in the process of

gaining accreditation for its crew development program from ‘

City and Guilds — the country’s leading provider of national
vocational qualifications, The company hopes to expand
accreditation to its crew trainer and shift manager training
programs by the end of 2008.

People: Learning lor Life



Below. These

four screens are
from e-tearning
modulesina
CD-based training
program that
provides
in-restaurant
training for crew
and managers.

ENHANCING DEVELOPMENT OPPORTUNITIES
FOR RESTAURANT MANAGERS

We have developed and are implementing a peaple strategy specifically fer restaurant
employees. As part of this strategy, we want to enhance managers’ professional
development opportunities. In 2005, we held our first worldwide restaurant managers’
convention, with 4,500 managers fram 46 countries. The convention included briefing
sessions on major strategies. It atso included workshcps, best practice sessions and
opportunities for managers te network with their peers around the world. There were
also managers’ conventions in the four major Areas of the World {AOWs). This was

a first for all the AOWSs except the U.S. Most major countries hold yearly ar bienniat
conventians.

EXPANDING OUR USES OF TECHNOLOGY

Blended with other approaches, such as “shoulder-to-shoulder” training, the complete
crew e-Learning training medule has been availabte in the U.5., in both English and
Spanish, since 2003, We have alsc rolled out several major e-learning programs

in English as a second language and Spanish as a secend language for both crew
members and restaurant managers. In addition, we have introduced coursework that
trains restaurant staff to prepare new menu offerings. The e-learning alternative has
been adopted by both company-operated and franchised U.S. restaurants, We view
e-learning as an efficient and effective way to provide certain kinds of training for
U.5. restaurant staff, and we plan to expand its role in building restaurant manager
knowledge and skitls,

We are moving toward a global strategy for technology-enabled learning. Part of

the strategy envisions shifting from CD-based to web-based interactive training,
with online training verification, We are also exploring the passibility of a global
learning management system. Such a system woutd enable us to identify individual
and collective emplayee training needs and to track completed training by individual
and organizational level. This is a leng-term goal. contingent on greater avaitability of
computers in our restaurants and reliable internet connections worldwide.

FOCUSING ON THE PEOPLE
WHO SERVE OUR CUSTOMERS

In 2005, we developed a special peaple
strategy for restaurant employees. it
represents our vision for how we want
our customers, our owner/operators
and our employees themselves to view
our restaurant people and employment

“under the Arches!” It identifies specific

objectives and action steps that will
realize our vision. The strategy is to
serve as guidance for local business units
and owner/operators in their efferts to
achieve the People objectives in the Ptan
to Win.

Overall, we are striving to create a work
environment that supports lifelong
skills development, employee needs and
enhanced customer service. To foster
that environment, we will continue to:

= Value our employees and care about
their we!l-being. Support them in
achieving a balance betweenwork and
personal life.

+ Focus on enhanced recognition and
support for restaurant managers —
the linchpins in our global Plan to Win.

*+ Provide training, education and
challenging job assignments that will
allow everyone to pursue his or her
individual career goals.

+ Design and implement attractive
rewards and recegnition programs that
consistently meet employee needs.

We believe these steps will enhance

our restaurant employees’role as
ambassadors for our brand because
their pride and satisfaction in working
at McDonald's will be conveyed to our
customers and to others with whom cur
employees interact. We will track our
progress through employee satisfaction
survey scores, relevant Restaurant
Operations Improvement Process (ROIP)
assessments and other measures that
correlate with Plan to Win metrics.
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“BEHIND' THE'COUNTER" WITHOURRESTAURANTMANAGERS .. OUR'KEY TO'SUCCESSAROQUND THE WORLD ;

At McDonald's, restaurant managers do so much that goes unnoticed, since they are

| responsible for the operations of our restaurants — most of which are multi-million dollar
' businesses. By featuring these seven managers, we wanted to shed light on what they do.
Managers engage with customers; recruit, develop and manage the restaurant teams;
ensure food safety workplace safety and security; manage inventory and equipment
maintenance; develop business plans; and through all this and more, deliver on our
comm1tment to quality, service, and cleanliness and an exceptional customer experience.

SAO0 PAULO, BRAZIL -

Fabio Guilherme Silva is a 30 year-cld restaurant manager who started at
McDonald's 14 years ago as an attendant. Between the training for his job,
studying for his degree, working with his fiancee to plan their wedding,
managing 88 employees and running a business with RS 6,8 million (83.2
miltion USD) in annual sales, we're impressed he had the time to participate in
thisreport!

Ontraining ... Over the 14 years I've grown at McDonald's, I've received training - ~.." i
for eachrung of the ladder that I've climbed. For example, in 2000, [ started a !
training course to be a restaurant manager and participated in the Programa de TAIYUAN, CHINA f
Desenvolvimento Gerencial 3 {Third Managing Development Program). Outside
of thisrole-specific training, I have taken college courses and am currently

Song Yao, pictured above with
Taiwanese singer-songwriter LeeHom

working toward a degree in human resources management. _ at the 2006 Olympic Winter Games :i
Onmaonaging a team ... The teamwork, including training courses and in Torine, Italy. is one of McDonald's 1
employee development, is the most important thing I do to make my restaurant ~ PewWer and younger restaurant

asuccess. My greatest challenge is understanding everyone's differences managers. At 22, she’s managing 43

as human beings and respecting those differences in order to guarantee a employeesand a restaurant with
respectful environment. annual sales of nearly 3,0 million )

CNY {$375,000 USD). Although in the |
! McDonald's System only one year,

"ONTARIQ, CANADA Song understands that buildinga
strong, dedicated and cohesive team
At 35 years old and with 21 years of McDonald's experience, Enzo Coccimiglio is necessary for success. And

hasacquired the management skills that well equip him torun his restavrant'’s  gheisactive in creating a culture of
business — CAS2.6 million ($2.4 million USD) annual sales. Enzo's job often finds  toamwork and mutual respect.
him working elbow to elbow alongside his crew and also with his customers.

|

|

|

|
Enzoisahusband and father of two — Michaela (5 years) and Lucas (10 months). Ontraining ... My responsibilities |
include managing and training my ‘

O”. the challenges of being arestouront manager ... The quick-service restaurant employees. Training is definitelya 1

environment is very competitive, which at times can present a challenge. It is process of teaching, and management
imperative that we have the best — the best people, product, place, price and is not only a process of controlling, but ‘l
promotion — in order to continue to grow with our customers. This takes time also a comprehensive ability to aiiyze_i
behind the scenes. So it becomes a balancing act to spend what [ consider vital and coordinate according to.the ;
time working the floor — side by side wijimgers and crew, visibleto Turrent conditions — in¢luding when
the customers=andthe time behind'the scenes that is needed tc ensure we one is facing all kinds of problems and
continue tobe the best. challenges which naturally ariseina
On whot McDongld's could do to make the job easier and more satisfying ... dynamic restaurant environment.
[would like to see a continued reduction of duties that keep me away from Most important thing learned
the floor. This will give me the opportunity to spend time in the place where onthe jab ... The spirit of teamwork.
Iwill have the greatest impact on our restaurant. Being on the floor gives me The success of running a restaurant
the opportunity to drive more effectively for desired results. There is no more depends not only on the persanin
important place for me tobe, in my opinien, than on the floor with my team and charge. but also on an energetic,
our customers. faithfuland cohesive team —a united

and active group.

On her priorities os g restourant
mangager ... First, customer satisfaction.
Second, communication with staff.
Third. taking care of the staff.
Finally, making the most profits and
increasing sales.
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ESSEN, GERMANY
" Nicole Chudzinskistarted working for McDonald's in 1998,

as acrew member in a franchised restaurant. In 2000,

she began an apprenticeshipin a company-operated
restaurant. At 26, she is managing a restaurant with
approximately €3 million ($3.8 millien USD}in annual
salesand 65 employees. In the future, she hopes to become
an operations manager or field service consultant and

" oversee many restaurants and employees. Nicole is the

mother of a little girl, Leonie.

* On her responsibilities as @ restourant manager ...

Idemonstrate leadersh‘ip‘ for my crew and management
staff. ] also ensure that we are providing quality,

service, value and cleanliness to our customers, which .

is a necessary foundation of a successful McDonald's -
restaurant. ] work to embody this approach through being
a good host to all cur. guests, especiaily tokids, and treat
each guest individually. '

N

To help moke my restourent a success ... [ hold crew meetings
regularlx} and provide updates, feedback

and necessary information for job performance. Also,
Ihave a program that provides incentives for

successful crew members.

My greatest challenées are to maintain confidence and a
high level of motivation in the crew and a lively, authentic
feeling for Ichliebe es —I'm lovin'it.

YOKOHAMA, JAPAN

VANVES FRANCE

Cédric Schmaltz is 32 yearsold. He
began his career with McDonald's
12yearsago, asa crew member. He
now manages a restaurant with
approximately €4.5 million (55.8
million USD}inannual sales and 100
employees. In his spare time, he enjoys
sports, cultural activities and geing
out with friends.

On training ... [teceived formal
training asanassistant manager,

an associate manager and, finally,
asafullrestaurant manager. The
courses were held at McDonald's
France headquarters at Guyancourt
and at corporate headquarters in Oak
Brook, Illinois. In addition to courses .

inexternal settings, training goeson -

throughout one's professional career,
through an on-the-job complement
that allows one to apply what one

has learned. Motivation is the key

to success! |

On his priorities and challenges ...
The most important things I do to drive

-ray festaurant's success are to define

my.standards inrelation to objectives,
develop my co-workers' skillsand
strengthen our trainingefforts.

One of my greatest challenges is to
keepquestioning so that I don't remain
satisfied with what's already.been :

achieved. It'salsoa challenge to attain

one's objectives while maintaining a
respectful workplace envirenment,

Now 34 years old, Nachiro Tokuhashibegan work in the System 14 years ago, as
amanager trainee. He manages a restaurant with nearly 167.5 million Japanese
Yen ($1.5 million USD} in sales and 58 employees. Nachiro has a clear focus.————and'frismds When I received my
4 _ongaining sales and profit-Away from work Iie likes spending quiet time and
going shopping with his wife and having dinner with his or her parents.

On the challenges of monaging arestourant ... Increasing sales and profit is
always a challenge, especially to improve results from the previous year while

operating within my budget and also achieving the highest performance for
the restaurant. My goalis to be the highest performing restaurant in my region

and, therefore, to gain flagship status.

It's very important for employees to have a clear goal. and their performance
ts important also. [ try te pay attention to communication in the restaurant and
to incorporate training intc each conversation.

On what he hopes to be doing in five years ... [hope to be promoted to an
operations consultant or operations manager, which would allow me to
challenge myself and continue growing both personally and professionally.
AndIwouldlike to be spending spare time with my family and having fun

with them.

.| OPEN DOORS"

-

GEOQRGIA, USA

Paocla Fallas Cain, pictured above

{left) with Karen Xing, U.S. Division
President, came to the U.S. from Costa
Ricain 2001, “following the American
dream.” She started as a crew member,
on the night shift, attracted by *
McDoenald's as “the place to have the
df)p?rtunity togrow asa persenand

a professional.” Now she manages
arestaurant with $2.8 miltion in
annual sales and 68 employees. In

her spare time, she loves going to the
beach with her husband and keeping
in touch with her family and friends
in Costa Rica.

On joining the McDonald’s System ...
Coming to the U.S. was the most
-challenging experience —being

so far from home, from my family, |

orientation asa new crew member, my ;
store manager talked to me about the
oppertunities the company offers to
everyone, I never thought I could be
sosuccessful ina foreign country. My .
co-workers became my new friends.

On her greatest challenges in managging
therestaurant ... Language barriers
areachallenge and trying to
understand different cultures. It's

also achallenge to always make sure
people understand the opportunities :
MecDonald's gives us, regardless of
where you are from.
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WHERE WE ARE: COMPENSATION & BENEFITS

. pageso

OUR TOTAL COMPENSATION PHILOSOPHY

McDonald's has pursued a total compensation philosophy. We
view compensation as the total value of the wages, incentive
payments and benefits an employee receives by virtue of his/
her work “under the Arches!

In 2004. we developed a new total compensation philosophy to
provide a framewark for compensation decistons worldwide.

It aims to ensure that our local business units offer
compensation packages that “attract, metivate, reward and
retain talented and engaged people who will deliver strong
performance and help the company achieve our business goals.”
Within the framework, local business units have the flexibility
to design compensation packages that reflect local market
conditions, comply with local laws and regulations and mesh
with local government programs and taxes.

The principles of rewarding cutstanding work and providing
competitive compensation packages extend to restaurant
employees at all levels.

Our total compensation philosophy estabtishes, among other
potential benefits, three pricrities:

* Near and long-term security from major health-related
costs and loss of income

*+ Programs to allow and encourage employees to accumulate
capital for savings and retirement

* Competitive time off with pay

McDonald's 2008 Woarldwide Corporate Responsibility Repurl

LINKING PAY TO PERFORMANCE

Within ROIP, we have a structured performance and wage
review program for crew members and restaurant
managers. All are to receive timely, one-on-one wage and
performance reviews.

ROIP requirements reflect the fact that we see value in linking
pay to perfermance, increasing compensation as employees
acquire new skills and new responsibilities. Qur training
programs support such development.

Wage scales for restaurant employees vary censiderably from
country to country and even within a country. They reflect a
number of factors, including local laws and regulations, the
employment market and, in some countries, sector agreements
with trade unions. Our total compensation philosophy provides
that wages be viewed as one element in a total package. For
covered employees, the model package aiso includes incentives
based on performance and benefits that address major
employee needs.

HEALTH-RELATED COS5TS

In all our major markets except the U.5., health care services

are provided by government programs. And, except in the UK.,
funding for the programs is provided, at least in part. by taxes
paid by employers, including our lacal business units and awner/
operators. In most of our major markets with government health
care programs, our tocal business units provide supplementat
health care insurance pians for at least certain categories of
their employees.

Inthe U.5. employees at the restaurant manager level and
above have the choice of several health insurance plans,
each involving a substantial contribution by the company.
These plans can also cover immediate family members.

This is a comprehensive medical and prescription drug program
that includes coverage for annual physical examinations,
preventive care, management of chronic conditions and
nutrition and weight management. There is no cap on lifetime
benefits, so employees and covered family members are not
left at risk in the event of serious. chronic or catastrophic
health care problems.

Eligible crew members in U.5. company-operated restaurants
also have a choice of health care insurance plans. Maximum
deductibles and maximum annual benefits vary according to
employee contribution and the number of individuals within

a family that are covered. The company contributes to these
plans. We make it possible for ownerfoperators to of fer similar
plans to their employees.

People: Learning for Life




RETIREMENT PLANS

In all our major markets, employees are eligible for government-
sponsored retirement benefits. These are funded, in part, by
taxes paid by employers. The programs differ considerably in
the extent to which they cover basic living costs and alsoin
eligibility requirements. in five of cur majer markets, employees
may also participate in company-sponsored retirement

savings programs.

OTHER BENEFITS

Our total compensation programs may also include a wide
variety of other benefits. For example, restaurant employees
frequently receive free or disceunted meals. Four of our major
markets offer scholarships for select restaurant employees.
And eligible employees in the U.5. may receive partial
reimbursement for tuition at accredited higher education
institutions. These are only a few examples of how our local
business units develop benefits programs to address employee
needs and interests within our total compensation framewark,

WHERE WE ARE: EMPLOYEE SATISFACTION

MEASURING EMPLOYEE SATISFACTION

KEY PERFORMANCE INDICATORS® 2004 2005
Percent of crew who would recommend working at

McDonald's to a friend Bz.z%  83.2% .
Percent of crew who feel valued as aMcDanald's erﬁployee 76.5% 794%
Percent of managers who would recommend working at

McDonald's to a friend B0.8% 81.6%
Percent of managers who feel proud to work for McDonald's 82.0% 83.5%

*NOT INCLUDING AUSTRALIA, CANADA, CHINA, JAPAN

In the past several years, we have launched major initiatives tc promote the types

of pacple practices that will make cur employees happy and proud to work for
McDonald's and passionate about customer service. Qur annual employee survey is

one way we measure progress.

In 200 4-200r5, different versions of the survey were used in the U.S., where ROIP had
been fully implemented, and in Europe, where it was just being introduced. However,

both versions had several satisfaction-related items in commen. We used these

questions for cur KPs. Going forward, we will have results from a standardized survey

and be able to report broader results.

Above. Franchised and company-operated restaurant employees can participate in unique programs we offer, such as Olympic Champien
Crew {left}, through which approximately 300 employees travel to work at the Olympic Village, and Voice of McDonald's {right), a global snnglng
competition. These pragrams provide special opportunities for employees.
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WHERE WE ARE: DIVERSITY

DIVERSITY RECOGNITION

McDonald's has received a number

of awards for diversity and inclusion
achievements. A sampling of our
commendations from 2005 and 2006
includes the “Top 40 Companies for
Hispanics, Human Resaurce Executive’s
“Top 100 - The Latino Factor” and a
prominent ranking in Essence magazine's
“35 Great Places to Work” We were
highlighted for two consecutive years by
Black Enterprise Magazine as one of the
“30 Best Companies for Diversity” and
listed by Latina Style among the “Top 5o
Places for Hispanic Women to Work” And,
our successful efforts to recruit and place
disabled Americans earned McDonald's
the Henry Betts, M.D.. Emplayment
Advocacy Award for Disability Employment.
McDonald’s was awarded The Equal
Employment Cpportunity Cemmission's
(EEDC) “Freedom to Compete” Awardin
recognition of the employee networks and
diversity education initiatives (pictured right).

nage 42

McBonald's 2c06 Worldwide Corporate Responsibihty Report

A DIVERSE WORKFORCE

At McDanald’s, the foundations of inclusion and opportunity
are established by global policies. Our code of business ethics
— McDonald’s Standards of Business Conduct — commits us
(consistent with local law) to providing equal opportunity for
employees and applicants and to treating all employees with
“fairness, dignity and respect” Our global Pecple Principles
commit us to a supportive workplace where diverse opinion,
backgrounds and experiences are valued.

We need the best people, with diverse perspectives, in order to
grow and thrive. And with cperations in 118 countries around the
world, we certainly need arich cultural mix to understand and
effectively respond to cur customers' needs and preferences.

Measuring diversity on a global basis is a complex process. in
part because categories relevant in some countries are not
relevant in others. Groups that are minorities in some countries
are not minorities in others, and the significance of minority
status also varies. We have decided, at least tnitially, to track
gender diversity in decision-making posittons because women
have historically encountered barriers to achieving such
positions in virtually all parts of the world. We will continue to
study more comprehensive diversity measures that would be
relevant to the diverse communities we serve.

MANAGEMENT OPPORTUNITIES FOR WOMEN

KEY PERFORMANCE INDICATORS 2005

Percent of company-operated
restaurant managers who are women 44.0%

Percent of mid-management
office staff who are women 39.9%

Percent of mid-management
operations staff who are women 31.5%

Percent of worldwide top
management team who are women 15.3%

People Learning lor Life



TURNOVER IN QOUR WORKFORCE

People choose to work in McDonald's restaurants for many
reasons. Some want to pursue a career at McDanald's. Others
seek to gain entry inte the work world, to earn money for
further education or some other persenal goal, to supplement
another income or to remain active and engaged while they
raise a family or after retirement.

Tomanage turnover, we have ongoing, farmal {raining programs
to ensure that all employees have the knowledge and skills to
perform their jobs. whatever their reasons are for joining the
cempany and their plans for staying. We also work hard to make
sure employees are aware of opportunities for advancing in

the System, Providing competitive pay and benefits are also
key elements in our strategy. We understand that providing
opportunity and pleasant work environments will help us
manage turnover in ways consistent with our people strategy
and our other business objectives.

RELATIONSHIPS WITH EMPLOYEE TRADE UNIONS

Our working relationships with national unions and employees
who belong to unions differ from country to country, depending
on local laws and regulations, economic structures and other
variables. Under our Standards of Business Conduct, we seek
to comply with the letter and spirit of all laws in every country
where we do business. Thus, we respect employees’ legally-
protected oppartunities to join unions, and we deal with unions
authorized to represent our employees' interests.

In various European countries, including all our major markets
there, we also consutt with country-level works councils. Since
19gh, we have also regularly consulted with a broader works
council — the European Communications Council. Together,
we have discussed a broad range of strategic and operational
issues, including priorities for corporate responsibility
activities in Europe. As with the country-level works councils,
employees have complete independence in deciding who will
represent them on this council.

OUR CHALLENGES & THE FUTURE

OUR'CHALLENGES

We have dual challenges. One is to deliver on our people
t(:ommitments tn unison with tangible employment
improvements. The other is to change the perception of
employment at McDonald's.

We need to cantinue to improve our employment experience,
each and every year. This involves having the right staffing
IIeveis in our stores, offering compelling programs that are
valued by our employees and better communicating our
empioyment phitosophy D)f “opportunity for all” centered

on training and development programs and combined with
significant opportunities for advancement,

+

{I’HE FUTURE-

The success of our business depends on hiring and retaining
'talented. highly engaged, well-trained people to provide a
friendly, accurate and fast service experience that delights
our customers. To achieve this, we seek tobe —and to be
known as — a great place tc work in every community where we
5:10 business.

lConsistent with the Plan to Win and our overall "freedom
lWithin the framework” approach, our priorities for achieving our
goal include:

| .
* Continuing our exploration of the meaning of diversity inour
worldwide markets, with a view toward developing additional
guidance and measures.

Executing our Restaurant People Strategy to drive higher
levels of employee commitment and customer satisfaction.

Defining a framewaork for communicating about employment
“under the Arches” that will help us and our owner/operators
attract and retain top talent,

Establishing a global tatent management plan supported by
robust talent identification, succession planning, leadership
development and staffing processes.

» Implementing a global total rewards program and increasing
employee understanding of the rewards available for
superior performance.

* Ensuring a workplace where all employees are respected and
valued.

PERe 53



PLACE:

A Place in the Community

:Ronald McDonald House Charities
lCommunity Giving

'Ec_onomic Impact

Environment at the Restaurant Level

R
FE AR i
ps]
;'-:c:-z ".
J
,-‘-5!
ﬁj
2
?1'3 e '!’i 4 f?
i) - ¢ 4 _
& gL P Gy [ oPEN DOORS') e smaEELEER aEsHENS AB CERETEETE
= R ek Moep
= épofv‘ % 5’5 » IR0 olvouniphilanthropicleffontslaligniwithfyourbusinesslstrategya
o PR S B &)
TR - ORI ¥4 W < akeholde nstinteres tediinthowbusinessestsuchlasi¥chonal disladdesslissues!
NG Ut Il orcltonvhiagelieyid ofwelofrenliookat{charitableleffostslaslagniceltold oW e
LB Y cnconwge conpemies to adidiess thel core competandios andl o fosus the oiffarts
) 2 oninpeeing Yhese ereees of Wil business thet affize: e Nwipie bettem Hae”
N pariformenes (sedkl, envirenmentz) andl ceenemie finprets). Ao & compeaywiesy
v 1 gy inprcts rengs frem providing food to mere tem SO milion astonama dey,
H - emplogingimonelthand¥stmilliontpeepleYandiwieldingiintluencelovegsupphiersl oral
S S rangelofgproductsihowldolyoulviewayoure hfortsirolsupposiehanitesisuch¥asiRonal )
o SO NMeonaldiHousel@haritiesAlshiglinkeditelyougeonelbusinessgAnaihowidoesiiige et
g ER . oratediitiivhagyouldolacrossiiiglbroaderfconporateleitizenshipis pectiui
g »z'f 9ﬁ3§(j1 2% S
. A - 12 il AT




“McDonald’s is very different from other companies in the food sector in that it works with
agroup of supplier partners. What we found s that the McDonald's organization and
the partners inits supply chain raise labor productivity not only 1n the Brozilian foodservice
industry, but also in the Brozilion economy as o whole”

DR.FERNANDO GARCIA. PROFESS0R OF ECONCMICS, ECONOMIETICS AND PUBLIC ADMINISTRATION, FGV
COORDINATOR OF ECONOMICRESEARCH. GV CONSULT. SA0 PAULO. BRAZIL
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OUR PRIORITIES " CINDA'DUNHAMCHAIR OF THE GLOBAL
BOARD OF RONALD McDONALD HOUSE

CHARITIES, OWNER/OPERATOR, NEW YORK
AND NEW JERSEY

“l was introduced to McDonald’s through
my husband, who is a long-time owner/
operator.| hadadreamjobasan
account officer in private banking.
But I wanted to be more involvedin
the community and to support the '
development of young people. Sol
left banking and joined my husband’s
business. Later, | became an approved
owner/operator.

WE PLAY A BROADER ROLE IN THE COMMUNIFY- ¢
. l\\‘

A McDonald's restaurant is more than a place far
ameal or snack. It is more than a destination for*‘ah
child's birthday party or a canvenient and affPrEIable
place to take the soccer team after a game. It i5; part
of the fabric of the local community, the surroundlng
environment, the economy and ultimately thetf' 'j“ﬂ -

(4
planet itself. 0

“Giving back is inherentin the 1
McDonald’s System, But social
responsibility isn't something you
teach. it evolves over time and
through your own experiences.
There's an innate trait that leads me .|
toaccept that it's my responsibility to
give back to my community.

W
[

When Ceres asks us about how integral is communit éi\f’in
to our business, you don't need to look too far for evidénce: gof .,
how integrated the “giving back” ethicis to McDonathJand why- s
we focus our philanthropic efforts on supporting charlues tha_t_
address the needs of children. This is why Ronald Mcponald

House Charities (RMHC} is the charity of choice for McDanald's.. -
Linda Dunham (Open Doors on this page) shares a pa rsion felt ;]
by so many owner/operators, suppliers and company, peopleﬁ !

“My involvement with Ronald I'\fIcDonall:lJ
_House Charities began 20 years ago.
- Ihad gone to the New York Ronald 4
“McDonald House with & 3roup of. L}'1 A
. ﬂoperators}wwes “Wey went tosee what
we could do to he]pw:th the annual '

Ray Kroc founded McDonald's as a local business, owned and: ' | ! c- ,r' P, -.Sprmg cleamng Onthe elevator was };
operated by local entreprensurs, with the business |mperat|ve —Together Wlth hE‘I' hUSband i allttle girl, about forir years years old She - B
as he said: “give back to the communities where we do bus:ness Lee é‘nd thelI‘ SDI’l Br1an " was from Ru551a andfwas in the Umted
Cur restaurants and the local communities they serve Have - Llnda operates 51x e ' States recéiving treatment as d res1.}15;
a mutually dependent relationship. We depend on communities = .~ ' ufthe Chernobyl nuclear acc1derlt 2”4
for businass, and our restaurants give back to their L:'u"r‘"w‘_ TEStaurants In NEW YOI‘k "= That day markeda turning pomt 1n~} )

communities through supporting local programs and charitable _"‘*"and New J¢ ersey, prov1d1ngt"'~'”“Y1“‘e “msmzed how fortunate I,

jobs'and opportumty,:g J
to manage this appropriately. exercising leadership d0 that {
resources will be available te sustain communities in; the fOI‘ 350 employees Sh ot

12 V P id e ek Now Ror},algMcDonald House Chartties
years ahead. e P L | SO 1ce.kTes) ent .o =+ - ismycharity, Tknowit well, Ihave seen

i ! EJ“ mbf the: local New Yorkw____, first-hand how RMHC is changmg jt’
i TI‘l Sfate Area RMHC!I —I lwes for the better. Ilhave shared . ;

» Togive back to the communities we serve — because it” s the joy. of our gratefulremplents Ll

the I’lghl thmg todoand gOCld for business. “: Chapter She Serve_s 01"1 the “'Our many prog’rams have héen - - f
+ To continue to raise awareness of the ecenomic value """ "boards of numerous other mstrument‘;il i jmproving the ealth
McDonald's restaurants bring to the communities \q'here we phllanthroplc organlzatlons Ia“d well: bemg Of children around |
do business ‘f’ 1101 heworldUJ ‘I» l ] il L_ ; "
' and is deeply involved in o W

* To be environmentally responsible in our restaurant - B other efforts to gwe back
operations,

W
causes. But our restaurants also have animpact. We strwe

Our priorities are:

“Because we are McDonaId‘s. tocal
erganizations ask us to participate in

oY ~ to the community.. the life of the community. We welcome
R - e this. We support numerouslocal -
P sports programs and contribute to
o ’ our community in a variety of other
W ways. We sponsor school plays, donate

items for raffles. provide food for
community events, support Safe
Night Out for the senior prom and buy
books for the local library. We also
provide ongoing suppert for local
arts programs.”
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WHERE WE ARE!: COMMUNITY INVOLVEMENT

SYSTEM SUPPORT FOR
RONALD McDONALD HOUSE CHARITIES

We have begun tracking the total funds our local business units,
owner/operators and suppliers annually raise for RMHC and
ather children’s charities. One major way McDonald's supports
RMHC is though our annual global fundraiser, World Children's
Day. In 2005, in hanor of our goth anniversary, we set a goal of
s50 million in fundraising for children’s causes. As the figure
below indicates, we exceeded this goal. World Children’s Day
alone raised more than $23.6 miltion.

KEY PERFORMANCE INDICATOR* 20085
Totalraised by McDonald’s System, including

employees, owner/operators and suppliers,

and with the help of customers, for RMHC &

other charities $60.g million

"WORLDWIDE

System phitanthropy includes the commitment and generosity
of McDonald's owner/operators, suppliers and employees and
corporate contributions — the “three-legged stool” hard at work
to benefit children. Ronald McDonald House Charities is the
charity we actively support.

RMHC is a public chariAty whose mission is to create. find and
support programs that directly improve the health and well-
being of children. It reaches inte local communities through
its network of local Chapters. Through direct contributions,
fundraisers and active involvement in local Chapter pregrams,
ownerfoperaters, company employees and suppliers support
the Charities' efforts tomeet criticai needs of children around
the world.

There are currently 180 local Chapters in 49 countries around
the world. They operate three core programs:

* Ronald McDonald House Program: *homes away fram home”
for families with seriously ill children receiving treatment at
nearby hospitals.

+ Family Room Program: a place for families to relax and
refreshin the hospital setting.

» Care Mobile Program: {pictured left) brings cost-effective,
high-quality medical, dental and health education services
directly to underserved childrenin both rural and urban areas.

RMHC and its local Chapters also provide support for other
nonprofit organizations that help children. Together, since
their inception, they have awarded more than $440 million in
grants and services for a wide range of programs that address
children’s needs.

RMHC local Chapters are governed by their own Boards of
Directors and depend principally on their own fundraising. Many
owner/operators serve on Chapter Boards and committees, and
even more leverage their resources for fundraising pregrams
and events. Many McDonald's employees and supptiers also
provide voluntary support for the Chapters and their pregrams.

Abave left. In 2005,
the Discovery
Channel show
“Trading Spaces”
redesigned the living
room of a Ronald
McOonald house.
The program was
nationally televised
inthe U.S.

Above. McDonald's
regicnal of fice and
locat restavrants
SpONsor community
programs including
those that
encourage physical
activity.
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WHERE WE ARE: COMMUNITY INVOLVEMENT

Top and middle. McDonald's employees

and Rev. Jesse L. Jackson, Sr. helped unload
supplies brought fram Jllinois and California
by Rainbow PUSH to aid victims of Hurricane
Katrina. Perlman-Rocque, a McDonald's
supplier, then distributed the supplies
throughout the affected areas.

Bottom. A McDonald's that was destroyed

during Hurricane

}

Katrina,

g 1
ALy v -
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SUPPORT FOR DISASTER RELIEF

In 2004 and again in 2005, devastation
called forth responses from our owner/
cperators, suppliers and corporate
personnal around the world.

HURRICANE KATRINA

Hurricane Katrina brought extracrdinary
damage to the Gulf Coast region of the
U.S.. It also brought out a ceordinated
response from the McDonald's System.

Our owner/operators and company-
operated restaurants inregians

across the country initiated their own
fundraising and other support activities.
Our employees also gave generousty — of
their funds, their time and themselves,
The corparation committed sg million to
Katrina relief efforts. including funds to
match those denated by our employees
and customers.

TSUNAMI IN SQUTHEAST ASIA

Within hours after the tsunami and
related earthquake devastated
communities in nearly a dozen countries,
our local restaurants in affected areas
reopened to begin providing food, water
and other assistance to relief workers
and victims.

McDonald's Australia provided meals
for telethon volunteers, meal vauchers
for Red Crass warkers and a substantial
cash cantribution, Business units from
Romania to Singapore to Hong Kong
helped to raise money, including donating
a portion of sales from menu and
promotional items to the relief effort.
Together, RMHC, local RMHC Chapters
and other System efforts raised
approximately $3.3 million for disaster
relief within the first month following
the tsunami.

McDonald's 2006 Worldwide Corparate Respuonsibility Repaort

TOTAL CORPORATE GIVING

At the corperate level, McDonald's partially defrays the general
and administrative costs of the RMHC global office by providing
free use of facilities, equipment and materials. Our support

also helps defray certain costs RMHC would otherwise incur to
conduct fundraising activities and deliver program services,

KEY PERFORMANCE INDICATOR 2004 2009

Corporate cash and in-kind .
philanthropic contributions 59.2 513.3 -

We are tracking total corporate cash and in-kind contributions
as a key performance indicator (KPI). The figures do not
include the considerable funds and ather contributions made
by our regional and local business units and some of our
corporate departments.

The 2005 increase is due to the unprecedented amount
of disaster relief we contributed through matching gifts
and donations.

ONGOING REGIONAL AND LOCAL
PHILANTHROPIC EFFORTS

McDonald’s local business units and ownerfoperators give back
1o their communities in a wide variety of ways. The following are '
just a few examples drawn from major market activities in 2005, E

+ Australia. Since 1ggo, McDonald's Australia has sponsored a
naticnal puppet pregram to educate primary schocl children
about children with cancer and other children who. for various
reasons, look different from others. More than 2.2g million
children in approximately B.soo schools across the country
have been reached by the program and its message. 1

+ Brazil. Since 1989, McDonald's Brazil has sponsored an annual
country-wide fundraiser — McHappy Day — to help provide
care and treatment for children and adolescents with cancer.
The program has raised more than $27.5 USD million te help
support more than 100 organizations allied with RMHC Brazil
(Instituto Ronald McDonald), It has become the one of the
country’s largest fundraisers and awareness generators for
pediatric cancer.

+ Canada. In 2005, McDonald's Canada helped the ALS (Lou
Gehrig's Disease) Society of Canada to raise almost CAD
sz million, serving as a presenting sponsor of the annual Waik
for ALS. The nationwide walk is a fundraiser for ALS research
and services to support individuals who have the disease and
their families.

Place A Place in the Community |



« China. Incelebraticn of its 15th anniversary, McDonald
China sponsored a nationwide “Lave and Hope” progra
involving a variety of sccial welfare and charitable act
in16 cities. These included denatiens to Shanghai Chil
Medical Center to support treatment of low-income cff
with heart disease, a fundraising toy sale for orphans 4
establishment of the first library far low-income child
western China.

* Germany. As part of a nationwide program to encourag
children to read. McDonald's restaurants in Germany o
reading events for children in 2004 and 2005, Proming
public figures were invited to read to chitdren from six
to12 years old. For these events, McDonald's restaurar
ardered more than 120 cases of books and additional
reading materials.

+ Japan. McDonald's Japanis an official sponsor of the |
Children’s Rubber Baseball Tournament — an annual ev

involving approximately 15,000 teams and 380,000 ch(}ldren

from all around the country. Winning teams are invite
special McDanald's “Friendship Baseball” event held in

+ U.K. Through partnerships with the country’s four Nati
Football Associations, McDonaltd's UK. has increased
number of qualified football coaches for schaals, club
communities. This is one way the company seeks to co
the decline in sports participation among young peopt
company has alsa donated more than s2.3 million USD
coaching kits and equipment. Mare than 3.6 million chi
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have henefited from this program. In April 2006, the p
reachedits goal, with 10,000 new volunteer football cd
qualified, including 35e for children with disabilities.

= U.S.McDonald's USA has ¢ollaborated with various

cgram
aches

organizations such as the City of Hope Cancer Center and
Y-Me to help raise awareness and educate our U.5. customers
about breast health and breast cancer. During the mon}h of
May, restaurants across the country displayed table ténts

with breast cancer facts, early detection tips and sour
further information and support,

tes for
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YASUMASA'UEDA

OWNER/OPERATQR, KOCHI, JAPAN

Yasumasa Ueda is a McDonald's owner/cperator

in Kochi, Japan. As a key supporter of the local RMHC
Chapter and a variety of other programs for children,
he exemplifies the ways owner/operators give back

to their local communities.

Ibegan my career
at McDonald’s as

a management
traineeina
restaurant. My
parents were
running their
own business, so
Iwas naturalty
interested in
bothbusiness
and management.
At the time [ was
thinking about
what Iwanted to
do professionally,
McDonald's Japan
was starting

to franchise
restaurants,
soIdecided
tobecome an
owner/operator. ]
have been part of
the McDonald's
Systerm now for
32 years,and!
currently operate
fiverestaurants.

“Because | do
business in my
community, | think
itisimportant to
give something
back. Currently,I
provide food and
fun promotional
items for
children's
eventsinmy
community. I
bring Ronald
McDonald to
schools toteach
students about
road safety. ]
help sponsor
the All-Japan
Rubber Baseball
Tournament. [
also donate to
UNICEF so that
I can support
children who
need help.

| OPEN DOORS)

“In2004, | heard
that RMHC was
going to build a
Ronald MeDonald
Houseinmy
community. ] am
& hoard member
for Ronaid
McDonald House
Kochinow. 1
provide advice
and support
and alsojeinin
events held by
the House. Last
summer we held
abarbecue party
for volunteers,
hospital staff
and families who
were staying
inthe House. I
invited Ronald
McDonald,
whichwasa
big surprise for
the kids.

“In Japan, very
fewpeople know
about RMHC. |
I consider it my
personal mission
to make the public
mare aware,
because [ believe
RMHC's work is
veryimportant.
0f course, there
are boxes in all of
my restaurants
to collect
donations and to
raise awareness
of RMHC, but 1
also personally
hand out RMHC
“wishlists”
to customers
and ask for
donations. lam
also currently l
conducting
public relations
for RMHCinmy
community.”
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WHERE WE ARE: ECONOMIC IMPACTS

YOUR LOCAL McDONALD'S

With this report, we are taking a first step to est
we willuse to track economic impacts in our majd

One KPlis capital expenditures — what we spend
that have more than a year of useful life, such as

blish two KPts
r markets.

on purchases
and and

reslaurant equipment. in 2005, our capital expenditures,
in eight of our nine major markets totaled $1.14 billion — an

increase of more than 219 over 2004.

The other KPI is amounts paid in social taxes. Thd
taxes that cempanies pay to support governmen
may provide benefits for eligible company emplo
employees and, in some cases, their families, suc
Security, unemployment compensation, and Med
our social tax payments tataled more than 5382 1
increase of about g.7% over 2004.

KEY PERFORMANCE INDICATORS 2004

se are the
pregrams that
yees, former

h as Social
care, In 2005,
pillion — an

2005

Capital expenditures* $0.94 billion

s1.14 billion

Total social taxes paid $345.3miflion

$382.3 million

*HOTINCLUDING JAPAN

Both capital investments and sccial taxes, thein
paid by McDonald's Corporation, play a significan
funding governmental programs that benefit peo|
our employees and shareholders, As a responsibl,
McDonald's Corporation complies with the laws i
jurisdictions where we do business to ensure tha
fair share of income tax. Income tax payments m
major markets totaled $640 millionin 2005 and 5
2004. These figures represent the income tax do
ultimately benefit the people in the communities
business via various government programs and s

As local businesses, McDonald's restaurants con
ways to economic development at local, national
levels. They provide jobs, and the wages they pay
economy, as employees make purchases and pay
provide opportunities for local and regional supp
create jobs to meet the increased demand. They

communities through construction and renavatio
serve as a stimulus for neighborhood revitatizati
taxes and fees and thus help support essentiat pu
And not only their employees, but their suppliers
suppliers’ employees pay taxes too.

ome taxes

t partin

ple other than
P taxpayer.
the different
we pay our
de by the nine
666 million in
lars paid which
in whichwe do
2rvices.

ribute in many
and regional
enter the local
taxes. They
iers, who then
nvest in their
nand may

n. They pay
blic services.
and their
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FERNANDO GARCIA
PROFESSCR OF ECONOMICS AT FGV, COORDINATOR
OF ECONOMIC RESEARCH, GV CONSULT

A professor of economics, econometrics
and public administration at FGV, Dr.
Fernando Garcia also works as coordinator
of economic research at GV Consult.

He served as lead researcher, coordinator
and author of the study of McDonald's
impact on the Brazilian economy —
conducted in celebration of McDonald's
25 years in Brazil.
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OPEN DOORS |

)

What is an economic impact study?

“It's 2 study that measures the
economic contributien of a particular
business or industry to the whole
economy. In this case, it was the
contribution of McDonald's to the
economy of Brazil. Essentially, we
wanted to examine the contrast
between the real world, in which

McDonald's ocperates in Brazil, and a In 2004

AN EC?NOMIC IMPACT STUDY OF
McDONALD'S INBRAZIL

McDonald's Brazil commissioned an economic impact

study t
study
proming
they co

theoretical world in which McDonrald's
doesn't. This allowed us to determine
the impact of McDonald's on income,
employment, taxes and productivity

growth in the Brazilian food industry”  Thestu

substan
What was unique about the generat
McDonald's studies? manufa

“McDonald's had an accounting .

.methodology that was different from
the one used in social accounting —
the type of analysis used in the public
sector todetermine, for example, a
country’s GDP. This is a very common
problem in dealing with the impacts
of private sector organizations. .
By adapting McDonald’'s accounting
methods to fit a social accounting
model, we developed an entirely
new methodology with which we
could measure the true impact of an
enterprise on the econamy of aregion
or country. For the 2005 study, this
enabled us to compare McDonald’s
performance to that of ather
companies in Brazil's food sector.”

Syste
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Inz20
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other
and d

« McDq
$200
to pr
more,
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andu
From your perspective, what findings Some o
were most significant? to empl

“Two things were very surprising:
the difference between the labor
productivity of McDonald'sand
other companies in the Brazilian
foodservice industry and the impact
of the McDonald’s food supply chain. .
McDonald’s is very different from
other companies in the food sectorin
that it works with a group of supplier
partners. What we found is that the
McDonald's organization and the
partnersinits supply chainraise labor
productivity not only in the Brazilian
foodservice industry, but alsoin the
Brazilian economy as a whole.”

with

= Earni

subst
and t
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celebrate its 2gth anniversary in the country. The

s performed by GV Consult, the consuttingarmof a

nt public and business administration institute. In 2005,
npleted an update and expansion of the original study.

fly shows, in detail, how McDonald's *has contributed
tially to Brazil's economic and social growth” by
ngincome, jobs and tax revenues in the local agriculture,
fturing and services secters. More specifically:

m activities added R%1.6 billion {3701 million USD) and

66,000 jobs to the Brazilian economy.

+ McDgnald's and its suppliers paid approximately Rs448
milli%n {more than s208 million USD) in taxes, including

203 (approximately s50.7 million USD) for government
security system and severance fund system taxes,

h4. McDonald's restaurants had mere than zoo direct
iers in Brazil, and according to the study, “the huge

demand for McDonald's products has helped these and

companies grow into large. nationwide food industries
stributors.

nald’s bought close to R$433.4 million (mare than
g millicn USD)in food and other products needed
pare the meals served inits restaurants and spent
than Rsgog millien (in excess of $236 million USD)
rvices, property rental, advertising. freight costs
bilities.

the more important findings, we believe, relate
Dyees, who are:

* Younger than their peers in the Brazilian food service
indusry, indicating that we provide many young Brazilians

heir first format work opportunity.

ng 29% more than the average wage paid in the industry.

6.5 times more productive than their average peer due to our

antial investment in technology and in their educatian
aining,

Lll report is available online through
rsr.mcdonalds.com.

McDONALD'S ECONOMIC
FOOTPRINTIN
LOCAL U.5. MARKETS

In the U.5., we have been working with
Professor Dennis Tootelian of California
State University at Sacramento on an
expanding series of lecal econamic
impact studies. We began with several
metropolitan area studies, then
expanded to the state level. We now have
1g current rretropolitan area and county-
level studies and t5 state-level impact
studies. mestly for the westernpart of
the U.S.

In 2005, we took a major step forward.
with a study of company-operated

and franchised restaurants’ impacts in
all 15 states in the West Division, This
study confirms that McDonald's is a
major engine for economic growth, For
example. in 2003. McDonald's then-3.463
West Division restaurants:

* Spent more than $3.3 billion dollars
in their communities, or nearly g1
mitlion per day.

+ Returned more than 47 cents of
every dollar they earned to the local
economy.

* Had a combined capital investment of
more than $3.6 billion.

+ Created nearly 250,00¢ additional jobs
and more than 36.3 billion in spending
as aresult of the impacts of their
purchases.

Paid a total of more than $231.3 miltion
in business taxes, licenses and payroll
taxes, plus additional sums far state
and federal income taxes on profits.

+ Created more than $1.3 billionin
taxes through the jobs they provided
and their purchases from other local
businesses.
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OPEN DOORS

CERES STAKEHOLDER QUESTIONS AND PERSPECTIVE:

Where does climate change
fit into your priorities and
what are you doing to manage
the issue?

Faced with record warmth,
unprecedented hurricane activity,
and the shrinking of polar ice caps,
skeptics no longer question whether
human activity is warming the globe,
but rather how fast it is happening.

A growing number of companies are
addressing the financial risks and
opportunities associated with climate
change. Companies who operate with
a “business as usual” strategy may be
putting their companies and their
shareholders at risk.

Ultimately, an effective climate
change strategy will depend on
well-functioning environmental
management systems and properly
focused governance practices.

So we asked McDonald's where
climate change fits into their
priorities. What are they doing to
manage this issue?

WHERE WE ARE: ENVIRONMENT

Climate change is an impartant issue. We believe that all companies have a role to

play in managing their operations to reduce climate change impacts, While these

are not what we see as our biggest impact (given that we are aretailer, not a
manufacturer}, the fact is that we're a fairly energy-intensive business, and we can and
should take actions to reduce our potential impact on global climate change through
energy management systems. For information on how we are managing environmenta!
impacts within our supply chain, please refer to the Products section, page 33.

With this report, we have taken a first step in calculating our climate change impact

— by estimating the COz emissions resulting from the use of electrical energy by
company-operated restaurants in our nine major markets, By effectively managing our
electrical energy consumption, we are addressing our «1 way to contral greenhouse gas
{GHG) emissions. Edectricity accounts for 8% of our restaurants’ direct COz2 emissions,
with hydroftuorccarbens (HFCs) from our refrigerants making up the remaining 2%.

MEASURING GREENHOUSE GAS EMISSIONS AND ELECTRICITY USE

The KPl above indicates that from 2004 to 2005, CO2 emissions increased 8.9%. This
is due to many factors, including business growth and increased sales, an increased
number of restaurants staying open 24 hours {and thus using anincreased amount

of energy}, local climate variations and the amount of heating and/or cooling that is
needed for temperature regulation,

KEY PERFORMANCE INDICATOR* 2004 2005

COz emissions resulting
fromelectrical energy usein
company-gperated restaurants

5g1,0c0 tons CO2 643.800 tons CO2

page H2
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“HOTINCLUDING CHINA, U5,

CALCULATION OF GHG EMISSIONS

Since, in mast markets, electricity cannot be traced back from arestaurant to a
particular power station, GHG emissions for this report were calculated on the basis
of country-level data — tables on COz emissions from electrical energy production
were developed by the World Resource Institute and the World Business Council for
Sustainable Development (see www.ghgprotacol.org, calculation tools). From these
tables, the national average amounts of CO2 emissions per kWh were used for each of
McDonald's nine major markets,

Each country-level business unit reported the total kWh used, in 2004 and 2005, for
the restaurants it operated. These country totals were based on various approaches,
ranging from measured data for all restaurants, in the case of Germany, to extrapolat-
ing from sample data in France. Each total was then multiplied by the country's aver-
age (02 emissions per kWh. The results were added together to produce the KPL

RATIONALE FOR THE FOCUS ON ELECTRICAL ENERGY CONSUMPTION

McDenald's Europe recently performed an assessment that indicated that the
majaority of the GHG emissions produced by McDonald's Europe stem from the
production of electricity used by its restaurants. These emissions consist mostly of
C0Oz.For the purposes of this report, we reviewed McDonald's Europe's assessment
and drew the conciusian that, on a globat {evel, restaurants’ electricity consumption
accounts for the bulk of McDonald's GHG emissions.
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' JESSICA'SANSOM

ENVIRONMENT MANAGER, McDONALD'S UK.

| OPEN DOORS)]

Born and raised in Australia, Jessica Sansom worked on environmental issues in the

government and with public and private sector organizations before becoming a part-time

consultant to McDonald's Australia. A few months, several phone calls and many e-mails

later, she accepted a full-time position with McDonald's UK., where she currently serves as

Environmental Manager.

My role s environmental manager

is very broad. It can encompass any
number of different subjects — from
restaurant operational impacts, like
litter and how much energy we use,

to the environmental impacts arising
from the manufacture of the products
we buy.

Being a global brand like McDonald's,
everyone wants to know what youre
doing.So there’s also a corporate
affairsrole —talking to stakehelders,
putting together white papersand
publications. And working with
government agencies like DEFRA

{Department for Environment, Food
and Rural Affairs]in the development
of policy on environmental issues.

McDonald’s is a very procedure-driven
organization. So what I've tried todo
is tointegrate environmental actions
into existing restaurant procedures.
When you come in and start to work
inarestaurant, you're given a task
list of all the things you need to
complete within your shift. Some may
be environmentally driven, but they
are not necessarily highlighted as
environmental actions; they're just
what's on the task list.

For example, you canbe acceptinga
delivery and separating out cardboard
for recycling. You could be changing
the cooking oil and storing the used
oil, which will be sent for recycling
into biodiesel. When you have been
working on the grill and have finished
coeoking, an alarm will go off to
remind you to put the system into
standby mode and close thelid —an
action that savesa significant amount
of energy.

MEASURING OUR EFFORTS TO CONTROL ELECTRICAL ENERGY USE

We have taken a first step toward developing a metric that will allow us to monitor our restaurants’ efforts
to control electrical energy use. The initial KPt measures kilowatt hours used in relation to customer
transaction counts, A transaction count is a customer order that results in a single payment. It therefore,
could account for one or mere people, depending on the size of the party and structure of payment.

KEY PERFORMANCE INDICATOR*

2004 2005

Totalkilowatt hours used per transaction count in company-operated restaurants

0.8g o.85

" NOT INCLUDING CHINA,U.S.

We are not completely satisfied with this metric because it does not really reflect the multipte variables

that impact electrical energy consumption in cur restaurants. So much depends upon the local climate, the
number of hours the restaurant is open for business, its size, construction type, the types and ages of the
equipment it uses and, of course, the procedures in place to control energy use. As we continue to develop
our understanding of how these various factors correlate with energy use, we plan to strengthen our metric
ta best reflect energy use by company-operated restaurants. In addition, as we develop and refine our data
coflection procedures, we will work to develop a mare comprebensive metric that accounts for not anly
electrical energy use, but also other energy use.
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Right. Local scheol
children participate
in McDonald's UK.
litter pick-up during
a"lust Bin It" event.

Bin

WHERE WE ARE: ENVIRONMENT

OURELECTRICAL ENERGY MANAGEMENT STRATEGIES SEEKING REFRIGERANT CONSERVING NATURAL
. . ALTERNATIVES RESOURCES BY RECYCLING
Strategies for electrical energy management vary from market AND REUSING
to market depending on epportunities for improvements in We are actively seeking more sustainable
operations, available technological options and relative energy  refrigerant atternatives to replace the Many of cur restaurants, franchised as
costs. By and large, the strategies focus on five broad areas: prevailing industry standard, which is well as company-operated, recycle, And
\ . HFC-based. HFCs have a significant we're always trying to do it better. In
1. Informing and educating owner/operators and restaurant o ) .
managers global warming impact —1,000 times Japan, our restaurants are testing the
greater than the impact of the equivalent  feasibility of collecting and recycling
2. Developing guidance and tools to support effective electrical  amount of CO2. Since opening the first used paper cups. We are actively
energy management HFC-free restaurant in Denmark, in 2003, pursuing the conversion of used cooking
- - . we have continued R&D work with our oil inte bicfuels. We aiready have
« Achapter on utility management is included in our . . L i . .
. - suppliers. Creating the market demand biodiesel recycling programs in Australis,
Operations and Training {(0&T) manual for restaurant . . . .
for alternatives has been difficult. (We Brazil and some European countries.
managers. . - .
estimate we represent <1% of totalusage  Other pilot projects to recycle product
+ Managers may also access online toals that include a of HFC's). packaging are scheduled to begin this

maintenance task schedule and the creation of a “fire up” year in Australia and the UK.,

. . . To gather more support, in June 2004,
schedule that estimates savings that could be achieved by 8 PP 4

. . . we joined together with The Coca-Cola McDonald's Canada has sandwich buns
changing the schedule or replacing equipment. . . . . . .
Company and Unilever, with the support detivered in reusable plastic containers.
* McDonald's UK. provides restaurant managers with a of the United Nations Environment

In many European countries, Coca-Colais
delivered in a plastic-lined box that can
be returned and refilled approximately
26 times. In Sweden alone, this innovation
saved about 140 tons of corrugated
cardboard in 2003.

special environmental manual and an online course. Program (UNEP) and Greenpeace, to
sponsor our second global conference
— Refrigerants, Naturally — where we
* Energy efficiency is a factor we consider in evaluating and our supplier partners presented the
equipment for our restaurants. HYAC systems are one results of our efforts to date.
priority because they account for an estimated 30-40%
of the energy used in our restaurants.

3. Using energy-efficient equipment

In 2005, UNEP formally recognized the

Refrigerants. Naturally coalition as an

» Equipment used for food storage and food preparationcan  official Partnership for Sustainable
also be major consumers of electrical energy. Development. This means that the

" coalition is aligned 1o advance the
objectives of Agenda 21 (the UN's
comprehensive action plan for sustain-

+ Many European restaurants have a comprehensive able develcpment) and the program and
automated energy management system that monitors, plan for implementing that agenda. As of the end of 2005, 43% of U.S.
controls and optimizes energy use. restaurants were participating in the

program, or approximately half the

restaurants capable of receiving bulk

In the U.S., we have implemented a

bulk cooking oil delivery system, which
eliminates the need for both plastic jug
containers and the carrugated boxes to
hoid them. Doing so eliminates more than
1500 pounds of packaging waste per
restaurant per year!

4. Using equipment that automaticatly controls and prevents
excess energy expenditure

For our “Refrigerants Naturally”
* InLatin America, energy management systems have been leadership, we and our supplier
adopted as a standard for new restaurant designs. partners were recognized by the U.5.

. X s 0il. We aim to add an additionat 1,000
Building and remodeling McDonald's restaurants with Enviranmental Protection Agency with restaurants (about 10% more potential
> its 2005 Ctimate Protection Award.

energy efficiency in mind participants) to the program each year.

* Incooler climates, we use insulation in roofs and around
the slab foundation to minimize heat loss.

* AnewU.S. prototype restaurant has awnings over dining
area windows and additional landscaping to help shield
direct sun, thus reducing demands on air conditioning,

* We are exploring the possibility of securing LEED (
Leader-ship in Energy and Environmental Design)
certification for new restaurants. Our pilot LEED-certified
restaurant in Savannah, Georgia is providing us with much
needed insight.
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PITCHING IN: KEEPING OUR NEIGHBORHOODS LITTER-FREE

We live and work in the same neighborhoods as our customers do, and like them, we
want these areas to be clean and free of litter. We instruct our staff on keeping our
grounds clean, and our training manuals teach good litter management practices. We
do frequent clean-ups of areas outside our restaurants and public space surrounding
our parking lots. We encourage our customers to help, with garbage cans throughout
our restaurants and in parking lots and drive-thru areas.

We take litter very seriously. Here are other ways we are making the effort to keep our
neighborhoeds clean:

* in Australia, McDonald's is developing a nationwide "Clean Streets” program.

+« Our German anti-litter campaign has included workshops, a sports festival and
teaching aids for schools and communities,

EFFECTIVE WATER MANAGEMENT

Our company-operated and frachised restaurants use somewhere around 19.2 billion
gallons of water a year. That's 1,650 gallons per day per restaurant on average, Most

of the water used by our restaurants is far personal sanitation, cleaning and, in some
cases, landscape maintenance.

Our Global Water Team coordinates and supports our water management efforts, The
Tearn consists of relevant internal departments, our major suppliers of water filtration
systems, our primary supplier of chemical ¢leaning products for cur restaurants,

The Coca-Cola Company, which has an interest in the quality of water used for our
beverages, relevant departments within McDonald's and other experts.

The Team has established global standards for restaurant water quality to make
sure the water used in our restaurants is safe and free from contaminants so that it is
suitabte for food preparation, cleaning, sanitation and personal hygiene.

It is also focused on:
+ Water conservation.
+ Reducing levels of greases and sugars in gur restaurants waste water.

» Designing systems so that water is filtered according to the level of quality
necessary in different areas within a restaurant. (For example, a higher level of
filtration is needed for the beverage area than is needed for toilets.)

OUR CHALLENGES & THE FUTURE

IOUR'CHAL'EENGE::
Community giving: Getting our System even further energized

and involved with supporting Ronald McDanald House Charities.

Economic impact: Developing a standard protocof and
lmethodology to measure our economic footprint and our
Ibroader impacts within the community.

[Environment: Developing additionat toels and programs
Itcn implement aur global environmental policy at the
restaurant level,

WHE FUTURE

Our business depends on how well our restaurants fit into
their lacal commurities and serve the interests of aur diverse

I . s
Istakeholders. As arespansible corporate citizen, we want to
continue progress in environmental stewardship, philanthropy,

and support for local economic development.
GOALSINCLUDE:
GIVING

* Enhancing the reach and influence of World's Children’s Day
and other fundraising efforts to help children in need.

* Supporting the growth of Ronald McDonald House Charities,
thereby helping more children in need.

ENVIRONMENT

* Continuing to pursue ways of reducing our use of energy
from non-renewable sources.

* Enhancing our ability to gather more comprehensive

and detailed metrics on restaurants’ energy use. This
information weuld enable us to correlate specific energy
management practices, equipment and design chaices to
energy use and cost savings. We could thus better target our
efforts and support energy monitoring and control at the
restaurant tevel.

* |mproving the environmental footprint of our consumer
packaging.




THE FUTURE: OPEN FOR DISCUSSION — OPEN FOR IMPROVEMENT

DEAR'READER;

The title of this report was deliberate. We understand just how important an "Open Door”is in the effort to fully engage
stakeholders who, like McDonald's, care so much about social and environmental issues, Please know that this spirit does not end
with this report. We remain committed to opening our doors wider and to more people.

We have already taken steps in this direction — through programs like the CSR
Fellows' visits to our beef suppliers and many Open Door initiatives around the world.
We firmly believe that everyone benefits when we do this.

| learned this first-hand when | cut my teeth on environmental issues in the 1ggos. An
NGO - Environmental Defense — approached McDorald's about working together to
reduce waste, After aninitial feeling out period, trust and common ground emerged.
Thraugh this partnership, we reduced McDonald's waste by 300 million pounds during

Above. Vice
President of

Corporate
Citizenship and

Issres Management,

BobLangert
{pictured far right)
moderates the
“Quality Through
the Eyes of NGOs”
panel during
McDonald's 2005
Quality Symposium.
Panelists, pictured
left to right, are
David Schilling.
Interfaith Center
on Corporate
Responsibility.
lohnBuchanan,
Conservation
International, and
Dr. Temple Grandin,
Colarado State

the 1gg0s.

We've entered into other productive partnerships — with Dr. Temple Grandin on our
animal welfare audit system, Conservation International on our sustainable fisheries
and supplier environmental scorecard programs, and numerous organizations that
share our interest in balanced, active lifestyles.

We must continue to lock for similar opportunities. The common thread is better
policies, better programs — and better results.

To facilitate this effort, we have launched the “Open for Discussion” blog on our corporate website, at csr.blogs.mcdonalds.com.
Please join the conversation. This is one way we are upping our efferts to expand our dialogue with you. Rather thar just tatk, we

corporate responsibility a part of everycne's mindset,

MEASUﬁ!NG PROGRESS: WHAT'S QUR SCORECARD?

This is our third Corporate Respensibility Report. With our last
report, we said we would work to establish more meaningful
metrics, and we have done so. While some tangible, quantifiable
CSR-related targets canbe set at the global level, we have
learned that, by and large, performance measures are best set
at the business-unit tevel. We will build upen this start.

Even when issues are common to a number of countries,

they often take such different forms that a single meaningful
metric — let alone a target for progress — is difficult to

come by. McDenald's Eurepe's recently released Corporate
Responsibility Repart demonstrates how issues are shaped by
local conditions and how our business units are establishing
goals to address them,

-want to listen. | hope “Open for Discussion” can lead to more shared understanding ang create the kind of momentum that makes

How do we assess our performance? | like our CEQ Jim Skinner's
answer to that question at the November 2005 Business for
Social Responsibility conference, When asked about our
balanced, active lifestyles efforts, he said he would give the
company an A for effort and a C for results, He said that
McDonald's has dane a lot ta increase menu choice, provide

more nutrition information and encourage physical activity, but
that not enough consumers felt good about McDonald's foad.
And when it comes down to it, results are much more important
than the effort. So there is much work to be done.

Jim's scorecard mirrors how many of us feel about our corporate:
responsibility effarts. We've made a difference in many areas:
nutrition information for restaurant foods, environmental
innovations in packaging, animal welfare, supplier social

University. accountability and empleyee training and development, just to
At the global level, we must estabtish the proper framework name a few. But we still need to better leverage responsible
for these initiatives and advance awareness of our core values,  social and environmentat practices as a means to create amore
priorities and activities throughout the System. There is much efficient, relevant and profitable business that satisfies more
work still to be done, So the practical aspects of reaching customers. That's the sustainability challenge — one that we
our more than .5 mitlion employees, plus our owner/operators are excited about and committed tc aggressively take onin the
and suppliers is a real challenge. But educating our System coming years.
is essential. While McDonald’s brand is global, we are better '
described as the world’s largest small business.
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WHAT'S'MOSTRELEVANT?

We will continue to measure ourselves against the key
performance indicators identified in this report. They will keep
us on track with what is most relevant to our aspirations as

a sustainable business enterprise. It's about validation and
verification. We want to advance in the process of developing
and adopting an assurance process because credibilify and
comparability are very important.

For this reason, we continue to support the Globat Reporting
Initiative. We strangly believe in their mission, what they

are doing and the way they are approaching a reporting
methodology to focus on what is most material. We look
forward to the day when consumers can compare McDonald's
CSR perfermance to the performance of other comparable
restaurants — not because we view C5R as a competitive
advantage. though it may be, but because we hope CSR
performance will came to have more influence on consumers’
purchasing habits.

A

THE NEXT 50 YEARS

McDonald’s celebrated 5o years of business in April 2005,
We've come along way — from one restaurant in Des Plaines,
Minois, serving 15-cen'{ hamburgers to mere than-30,000
restaurants serving a wide range of menu choices. In 1957.
McDonald'’s founder, Ray Krac, began giving back to the
community by distributing hamburgers to Salvaticn Army beli
ringers at Christmas time. In September 2005, McDonald's was
selected for inclusion in the Dow Jones Sustainability Index,

a global stock index that tracks and rates the performance of
“sustainability-driven companies” in their industry sectar.

- As we start our next 50 years, | envision increased awareness
and action in which corporate citizenship is inextricably linked
to providing our customers with their favorite restaurant
experience.

| believe we can get there, but only with the help of stakeholders
who take the time to let us know what's important to them and
what they think about our performance. One way you can help

. us'get there is by joining us at www.csr.blogs mcdonalds.com.
We're open for discussion. We'd like your feedback.

Sincerely,

o

Bob Langert ‘
Vice President, Ccrpc';rate Citizenship and |ssues Management

CEO Jim Skinner

Walter Massey
Chair. Corporate
Responsibility
Committee,

McDonald's Board
of Directors

IN NOVEMBER 2005, CEO JIM SKINNER SPOKE AT
THE ANNUAL BUSINESS FOR SOCIAL RESPONSIBILITY
(BSR) CONFERENCE

BSR is a global nonprofit organization that helps member
companies, including McDonald's, achieve success inways that
demonstrate respect for ethical values, people, communities and
the environment. Jim spoke about some major misconceptions
about McDonald's and how we are seeking to change the framework
by sharing the facts. He also reflected en our overall approach to
corporate respensibility. The following are some excerpts from

his speech.

“We live in a complex and constantly changing world, and McDonald's,
like each of your arganizations, will always be trying to adjust to
new demands as weli as capitalize on new promises.

“Our founder. Ray Kroc, instilled in McDonald's a culture of acting
respansibly. A culture that we have embraced over the past 5o
years, long before there was a name for it, He said, "Be a good
citizen, Have a real sense of community. Spread goodwill. Be
involved in the life and spirit of the community you serve” As usual,
Ray was ahead of his time.

“We've learned several things as we've dealt with ... issues through
the years.

“First. as leaders, we are all subject to greater scrutiny in everything '
we do. But we should not tet this hold us back from taking on the
issues and making changes that have some contraversy, even if we
have to challenge stereotypes and myths.

“Second, listening to gur customers is still the right thing to do.
It always has been and it always will be, Customers will tell us if
there are issues with our products and services. Customers will let
us know if they have concerns aver whether we're acting socially

|

responsible. If we all keep up with our customers, we will stay ahead !

of the curve.

“Next, the only way to advance corporate social respensibility is
to act. Gather the facts, yes. But recognize when the only proper
response to the challenges that we face is action. In this ever
transparent world, where we are all under an intense microscope,
the danger is that we just lay low. ... Instead, we need the opposite:
to be bold and decisive in responding to change, we must do the
right thing — and we must do things right”

CORPORATE GOVERNANCE AT McDONALD'S
I1SBASED ON OURLONG-STANDING COMMITMENT TO
ETHICAL, TRUSTWORTHY BUSINESS CONDUCT

“Nearly 5o years ago, McDonald's founder, Ray Kroc. said, The
basis for our entire business is that we are ethigal, truthful and
dependable’Integrity in all we do remains a core value and the
foundation for our governance policies and procedures.

“In governance, as in other areas, we believe the tone is set at the top
of the organization, with 2 Board of Directors and top management
team committed to responsible, honest dealings in compliance with
all applicable laws and stakeholder expectations, including open
principles and effective compliance systems.

“Setting the tone at the top, the Board of Directors has established
a standing Corporate Responsibility Committee to actin an
advisory capacity on palicies and strategies that affect McDonald's
role as a socially responsible company. The Committee reviews
the company’s periodic corporate respansibility reports, codes
of conduct for employees and suppliers and plans and performance |
in the various social and environmental areas material to
McDonald’s business”

nage oy



INDEX: GLOBAL REPORTING INITIATIVE

Indicators defined by Global Reporting Initiative’s Draft G3 Sustainability Reporting Guidelines

ITEM » INDICATORS PAGE
GENERAL DISCLOSURES
11 Statement from CEQ poges 4-7.67
1,2 Description of key risks and opportunities poges 4-7.8-9, 13.15.18, 25, 26{a-c),
28-29. 34, 37:41. 44.53.56. 65:66
21—28 Organizational profile poges n-13
31-397 Rep_uLtparameters pages 3._§7 !
43— 47 Governance, commitments and engagement F
Governance poges 6, 14-15. 28
Commitments to external initiatives pages 25, 35, b4, b5
Stakeholder engagement pages 4-5,12,18, 28, 30-37. 33-35, 40, 53,66 |
ECONOMIC PERFORMANCE
Management approach poge 13
ECt Economic value generated & distributed pages 1112, 6o-61
ENVIRONMENTAL PERFORMANCE
Management approach page 13
Energy pages 28, 64-65
Water poge 65
Biodiversity poges 28. 34. 41
Emissions, effluents & waste pages 35, 62-65
Products poges 33-36
ENz Percentage of materialsused that are recycled page 35
EN3 Direct energy consumption, by primary energy source page 62
EN7 Initiatives to reduce indirect energy consumption page 33
ENi5 Programs for managing impacts on biodiversity peges 34. 36
EN1y Greenhouse gas emissions poges 62-63
ENz6 tnitiatives to manage the environmentalimpacts poges 33-36
of products & services
SOCIAL PERFORMANCE: LABOR PRACTICES
Management approach
Employment pages 44, 47.50.53
tabor/management relations page 53
Training & education pages 44-47
Diversity & equal opportunity pages 52-53
LA Breakdown of total workforce by employment type & region pagen
LA3 Minimum benefits provided to full-time employees page 50-gt
LAz Programs for skills management & lifelong learning pages 4-47
‘LArg Breakdown of employees per category accerding to gender page 52
SOCIAL PERFORMANCE: HUMAN RIGHTS i
Management approach/ Management practices page 28
HR3 Type of employee training on policies & procedures concerning page 15
aspects of human rights relevant to operations
HR8 Pracedures for complaints & grievances page 15
SOCIAL PERFORMANCE: SOCIETY
Management approach/Community pages 56-57. 65
502 Extent of training & risk anatysis to prevent corruption page g
504 Participation in public policy development & lobbying poge 40

'

The preparation of this repert was infarmed by the Global Raporting Initiative’s [GRI) 2006 Draft G3 Sustainability Reporting Guidelines i

GRI has nat verifiad the contents of this repart, nor does it take a position on the reliability of information reported harein,

For turther infasmatian about GRI, visit wew globalreporting.org
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CREDITS & ACKNOWLEDGEMENTS

Please visit our website to download this report and for more information about
our Corporate Responsibility programs: www.csr.mcdonalds.com

We thank the follewing organizations for their help and guidance
with this report:

Business for Social Responsibility, www.bsr.org This McDanald's Responsibility Report,
issued August 2006, provides information

SustainAbility, www.sustainability.org about pertinent aspects of our business

CERES, www.ceres.org related to our products, the communities
we serve, the envirecnment, our people and
Conservation International, www.conservation.org our relationship with suppliers. The report

presents our progress through the first
REPGRT PREPARATION: f'lalf of zoloﬁ. Forward-looking statements
| included in the report reflect management's
| McDonatd's Corporate Citizenship Department expectationsregarding future events
| and future performance as of July 2006.

McDonald's continues to launch new

initiatives and make changes to our business
These developments. together with the
uncertainties inherent in forward-looking
statements, mean that programs and results
DESIGN: may differ from those described when the
report was firstissued.

EDITORIAL ASSISTANCE:

Luntz, Maslansky Strategic Research

Faust Ltd., www.faustitd.com
The following trademarks used herein are
owned by McDonald’s Corporation and its
affiliates: McDonald’s, The Golden Arches
McDonald’s Creative Services Department Logo, Happy Meal, Go Active!, Go Active,
Ontario Pork Board for permitting the use of the *Farm to Fork™ trademark Ronald McDenald Name and Design, Ronald
McDenald House, Ronald McDonald House
Charities, AMHC, Ronald, Made For You,
PRIMARY PHOTOGRAPHY: Salads Plus. Big Mac, Chicken McNuggets,
Ray Reese Get Moving With Ronald McDonald, Happy
Meal Box Design, Hamburger University,
Q5C, McDonald's Building Design, Ronald
McDaonald Care Mobile, World Children’s
PAPER: Day, World Children's Day Logo, i'm lovin'it,
McRecycle USA, Filet-O-Fish, Big ‘N Tasty,
Renald McDonald House Charities Loge,
McHappy Day, McJobs, it's what i eat and
what ido, Passport to Play, ich liebe es,
PRINTING: Ronald McDonald Family Room and Ronatd
McDonald Care Mobile Design,

SPECIAL THANKS TO:

Matt Boring and Bill Parrish, McDonald's Creative Services

This report is printed on Mohawk Options PC 100, made of 100% post-consumer waste fiber
and manufactured withwindpower generated electricity.

Lake County Press. Inc.

© 2006 McDonald's Corporation
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TIMELINE: 1955-2006

RayKroc Hamburger
opens first University
franchised opens
McDonald's

restaurant

Ronald McDonald
makes initial public
appearance

First international
McDonald's
restaurantsopea

Cwnerfoperator
Jim Deligatti
invents Big Mac

“We have on obligation to give back to the
community thot gives so much tous.”

RA&Y KROC, FOUNDER ANG CHAIRMAM OF THE BOARD (1955-1977)

McDonald's starts Work{orce diversity
providing nutrition program established
Gingredient inU.S.

information

“People moke a company — not o balance sheet or alisting
on the New York Stock Exchange”

FRED TURMER. CHAIRMAN OF THZ BOARD AND CEO{1977-1930)

McDanald's
collaberates with
other stakeholders
toopen first Ronald
McDonald House

Rain forest
policy issued

First salads
introduced

"I believe in taking measured risks te shape our destiny.
{ beiieve we must be nimble, quick to change what's not working
ond improve whot is. Also, I believe our greatest days lie oheod”

MIKE QUINLAN, CHAIRMAM OF THE BOARD £ND CEC{1987-1998)

Global McRecycle USA
environmental launched =
palicy issued

pledge to buy $100
million per year in
recycled materials

“The world should be a better place
because of McDonald's”

JACK GREEMBERG, CHAIRMAN OF THE BOARD AND CEC [1699-2002)

McDonald's Code of Conduct for ~ Onsite supplier Onsite animal
joins LS, Suppliers devetoped  social accountability  welfare audits
Environmental audits initiated initiated

Protection Agency
GreenLights
program far energy-
efficient lighting

Global Animal Board of Directors

Welfare Guiding Corporate

Principlesissued Responsibility
Committee

established

World Children's First corporate Global balanced, Global antibiotics
Day inaugurated respansibility active lifestyles policyissued
report published approach
established

page 7o

"The relotionship and trust we have with our custemers is the core of our success.
We must do everything we can to preserve and protect this trust”

JIM CANTALURO, CHAIRMAM OF THE 3GARD AND CEQ{2003-APRIL 2004)

il
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“The only way to advance corporate social respansibility is to act.
Gather the facts. yes. But recognize the only proper response to the challenges
that we face is action”

M SKINNER, CHIEF EXECUTIVE OFFICER {NOVEMBER, 2004-PRESENT)

T
]

[ 2004-06

@
=2004

e

Premivm salads

and Salads Plus
launched on multiple
continents

Sustainable
fisheries guidelines,
developedin
partnership with
Conservation
International,
extended worldwide

McDonald’s USA
named number

#1 Company

for Minorities by
Fartune Magazine
forsecond
straight year

RMHC, local

RMHC Chapters

and other System
effortsraised
approximately $3.3
million for disaster
ralief within the first
month following .
the tsunamiin

East Asia

“Being responsible is not only port of our heritage;
itis onintegral part of our business strategy.”

CHARLIE BELL , LHIEF EXECUTIVE OFFICER {APRIL-NOVEMBER, 2004)

Ronald McDonald
becomes
Ambassador for
Balanced, Active
Lifestyles

McDonald's Europe
publishes its first
Corporate Social
Responsibility
Report

T

2006
McDonald’s receives  McDonald’s System
EPA Climate raises $60.g million
Protection Awerd for RMHC and other

forjoint efforts
to promote natural
refrigerants

1&
iy
Vg

McDeonald's
accepted asa
member of the

Dow Jones
Sustainability index

McDonald's

Corp. commits 45
million to match
funds donated

by employees
and customers to
Hurricane Katrina
victims

children'’s charities

McDanald’s
Nutrition
Information
Initiative (NII)
launchedin
conjurction with
the Olympic Games
in Torine [taly.
providing customers
with nutrition
informationon
product packaging

McDonald's Global
Mom'’s Council
established

McDonald's named
#1EmployerinLatin
Americaby the
Great Place to Work
Institute

GREAT
TIACE |

10!
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Let’s Continue the Discussion:

Join our blog at: www.csr.blogs.mcdonalds.com

Write to us at: Corporate Citizenship Department,
McDonald’s Corporation, Oak Brook, IL 60523

And give us your feedback at:
www.csr.mcdonalds.com/survey.html

To request a copy of this report, contact us at
www.csr.mcdonalds.com
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00 100 F Street, NE
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N Dp:fr Sir/Madam:
proxy materials.

- . ) the Annual Meeting.
I Introduction

Proponents’ shareholder proposal urges

the Board of Directors to adopt, implement, and-enforce a revised company-wide Code of
Conduct, inclusive of suppliers and sub-contractors, based on the International Labor
Organization's ("ILO") Declaration on Fundamental Prmmples and Rights at Work and

the following other relevant ILO conventions:

e Employment shall be freely chosen. There shall be no use of forced labor, including
bonded or voluntary prison labor (ILO Conventions 29 and 105);

— This letter is submitted in response to the claim of McDonald’s Corporatlon .
_ (“McDonald’s” or the “Company”), by letter dated January 16, 2007, that it may exclude the .- p
A -shareholder proposal (“Proposal”) of the AFL-CIO Reserve Fund (“Proponent”) from 1ts 2007 -

v “For the record, McDonald’s omitted any mention of the Adrian Dominican S_'iételzé from"
St its January 16 letter to the Commission. We respectfully request that the Company name the
P Fund and the Sisters as co-primary ﬁlcrs of the Proposal when preparing the proxy statement for’y *

* EXECUTIVE VICE PRESIDENT |
Michael Sacco Frank Hurt
Wiltiam Lucy Leon Lynch

A. Thomas Buffenbarger Elizabsth Bunn

!
Harold Schaitberger Edwin D, Hill | I
Clyde Rivers Cecil Roberts
Leo W, Gerard Melissa Gilbert . -
Jamaes Willlams John J. Flynn i
William H. Young Nat_ LaCour
Michael T. O'Brien Andrea E. Brooks
Gregory J. Junemannj " Laura Rico
Nancy Wohiforth " ? ‘PaulC Thompson

—ul +

EA

.
i
T

MecDonald’s Corporation Request to Exclude Proposal Submltted by the . * ‘

~ . -
v
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Letter to Ofﬁce of Chief Counsel SEC

. Conventlon 1);

- February 9,2007
Page Two ’

Workers are entitled to overtime pay when workmg more than 8 hours per day (ILO

<

. All workers have the r1gl1t to form and join trade unions and to bargam collectively

(ILO Conventions 11 87, 98, 110)

Worker representatives shall not be the subject of discnmmation and shall have

“access to all workplaces necessary to enable them to carry out their: representanon
. functions (ILO Conventnon 135)

.

1-

The Board should also prepare a report at reasonable cost to shareholders and the publlc '
concemmg the 1mp]ementatlon and enforcement of this pollcy

McDonald s argues that the Proposal is excludable because it

N [ ]

S(J)],

“seeks to further a personal 1nterest of the Proponent not shared by the Company s

shareholders at large” [Rules 14a 8(1)(6) and 14a- 8(_])]

" “lacks the power and authority to 1mplement the Proposal” [Rules 14a- 8(1)(6) and

142-8());

"‘deals with a matter relating to the Company’s ordmary busmess operations” [Rules
.l4a -8(1)(7) and l4a-8(])]

“has substantially implemented the P'roposal“ [Rules 14a'-8(i)(10) and l4a—8(j)].

SN

ln our opinion, McéDonald’s has failed to meet its burden under Rule 14a-8(g) In fact

B 'neither prior Commission decisions, nor McDonald’s size arid structure, justifies excluding this
Proposal. To the contrary, the Commission has decided against exclusion on nearly identical

proposals and the Proposal fits well within McDonald’s existing structure and practices.

II McDonald’s ex:stmg structure and practlces are well-suited to adoptlon of the '
Proposal S o

The Company presents “background information” explammg that “73% of the employees
in McDonald’s restaurants are employed by franchisees and licensees ofthe Company,” and are,
therefore not McDonald’s employees. Yet the Company neglects to say that the McDonald’

Code of Conduct for Supnllers (“Code of Conduct”) specn‘ically states that

“is so mherently vague and mdeﬂmte as to be mlsleadmg” [Rules l4a-8(1)(3) and 14a-




Letter to Office of Chief Counsel SEC
February 9, 2007
Page Three

McDonald’s will refuse to approve or do businéss with those who do not uphold, in
action as well as-words, the same [McDonald’s] principles [of employment practice and
business conduct]. McDonald’s recognizes that its suppliers are independent ,
businesses.... Nonetheless, actions by those with whom McDonald’s does business are’
sometimes attnbuted to McDonald’s itself, affecting its reputation and the goodwill it has
with its customers and others. (Code of Conduct, p.1.) (Exhibit A}

" The Proposal was crafted, as a revision of McDonald’s current Code, to fit within the -
structure and culture of McDonald’s and represents a necessary step forward for the Company

.and its shareholders

II1.. The Company has failed to demonstrate that the Proposal is so inherently vague and
indefinite as to be misleading.

A. Nearly identical propésals have withstood objections under Rules 1 4a-8(i)(3) and
14a-8(). '

The Commission was presented with shareholder proposals almost identical to the

Proposal in Peabody Energy Corporation, SEC No-Action Letter, 2006 SEC No-Act. LEXIS 316 -

(March 8, 2006), and E.1. du Pont de Nemours and Company, 2004 SEC No-Act. LEXIS 262
(February 11, 2004), and in each case, the Staff denied the companies’ ‘request to exclude the
proposals under.Rule 14a-8(i)(3). .

Peabody Energy Corporation (“Peabody”) involved a proposal “to adopt and implement
an enforceable company-wide employee policy based on the International Labor Organization’s
(“ILO”) Declaration on Fundamental Principles and Rights at Work and other conventions,
including...Conventions [29, 87, 98, 100, 105, 1 11, and 176].”. Peabody, like McDonald’s,
objected that it would not know which conventions it should review and how they might apply to
its operations and its shareholders. It also maintained, as does McDonald’s, that the conventions

“were designed to be implemented by governmental entities, not companles The Commlssmn
denied Peabody’s request for a No-Action Letter.

E.L du Pont de Nemours and Company (“Dupont”) involved a proposal containing
almost identical language to the Proposal before McDonald’s. There, the Board of Directors was
urged “to adopt and implement an enforceable company-wide human rights policy based on the
International Labor Organization’s Declaration on Fundamental Principles and Rights at Work. ..
including [Conventions 29, 87, 98, 100, 105, 111, 138 and 182].” Like McDonald’s, the
arguments advanced for exclusion under Rule 14a-8(i)(3) described the difficuities involved in
deciding which conventions should be consulted and how they might be reconciled with each
other. The Commission denied Dupont’s request for a No-Action Letter.

f

~
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. McDonald’s, in contrast, cites a line of Commission decisions on No- Aetiori'Letters The
Proctor and Gamble Company, SEC No-Action Letter, 202 SEC No-Act.. LEXIS 768 (October
25, 2002); Philadelphia Electric Company, SEC No-Action Letter, 1992 SEC No-Act. LEXIS
825 (July 30, 1992); NYNEX Corporation, SEC No-Action Letter 1990 SEC No-Act. LEXIS 51
(January 12, 1990), in support of its argument that the Proposal may be excluded. Yet areview
'of these decisions reveals they are not relevant to the Proposal at issue: :

The Procter and Gamble Company excluded a shareho]der proposal callmg for the
establishment of a fund to provide legal assistance, witness protection and other unspecnﬁed
assistance to * v1ct1ms of retahatlon intimidation and troubles because they are stockholders/
shareholders.. ‘

Philadelphia Electric Company excluded a proposal calling for “the election ofa  *-
committee of small shareholders who will eensider and present to the Company’s board of
directors a plan...‘that will in some measure equate with the gratultles bestowed on '
Management Dlrectors and other employees ™ : :

]\WNEX disposed of a proposal that “relates to not ‘in_terferiné’ with the ‘government
policy’ of any foreign government in which the Company has been ‘invited’ to set-up facilities.”

B. McDonald’s o'bjecnens to the Proposal on grounds of vagueness and enferceabzhty
ignore the integrity of the Proposal and its compattbzhty with Company standards
and operatzons A '

McDonald’s-complains that the text of the * ‘principles and rights contained in the ILO’s
constitution and other declaratlons and conventlons ..are riot specifically set forth within the
Declaration.” : " C :

The Proposal carefully describes-the ILO Declaration and conventlons as the elements
upon which a revised McDonald’s Code of Conduct is to be based. They are not described as the
precise ‘language of a revised Code of Conduct. In the context of a precatory proposal, the
" Company retains substantial flexibility to implement the proposal as it sees fit. Similarly, the -

- . Company’s assertion that the ILO Declaration and conventions are to be adopted by )

governments, not by corporations, ignores the plain language of the Proposal; which calls upon -
the Board of Directors to use the ILO Declaration and conventions as the basis for a revised Code
of Conduct for the Company, its suppliers and sub-contractors. In fact, Staff decmlons in '
Peabody and Dupont rejected No- Actlon requests based on this argument.

The Company also asserts that the Proposal fails to deﬁne whether a company-w1de
Code of Conduct would apply solely to the approximately 8,000 restaurants directly operated by
the Company or to the more than 22 ;000 McDonald’s restaurants operated by independent _
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franchisees and licensees. Proponents have maintained thronghout the Proposal that the revised
McDonald’s Code of Conduct would apply “company-wide. ..inclusive of suppliers and sub-
contractors.” The plain language of the Proposal is clear—and McDonald’s own Code

of Conduct for Suppliers is equally clear—that it applles to all entltres that are part of the
Company 5 operatrons ‘ .

' McDona]d s also asks for specificity on “violations of human rights in McDonald’s

supply chain,” and states that “the reference to “cases of modern-day slavery” in the second . -
~ paragraph of the Proposal “is incendiary and untrue.” In our opinion, the Proposal makes clear
that the cases referred to in its second paragraph are each human rights-cases prosecuted by the
United States Department of Justice and there is no assertion that they represent violations of
human rights in McDonald’s supply chain. See, for example, United States v. Ramos, No. 01-
14019-CR-Moore, ‘Sentencing Hearing, Tr. at 33 (S.D. Fla. Nov. 20, 2002); US v. Lee; US v. ]
Flores US v. Cuello; US v. Tecum. Media coverage of humar nghts abuses in the agriculture -
industry in _The New York Times, The Washington Post, the Los Angeles Times, The Miami
Herald, CNN, PBS, -Univision, NPR, BBC News, The New Yorker and National Geographic
magazines has increased. Indeed, the Proposal makes clear it is designed to protect McDonald s
from “negative publicity, public protests, and a loss of consumer confidence that can have a
negative impact'on shareholder value” if they were to occur in McDonald’s supply chain.

Finally, the Company asks how it would 1mplement the Proposal were it to be adopted by
shareholders. The Proposal does not seek to intrude into the day-to-day operations of the -
“Company. Rather, it asks the Board of Directors to revise McDonald’s Code of Conduct and for
© management to implement a revised Code of Conduct, just as it now 1mp1ements its existing
. Code according to applicable laws and regulatrons :

IV The Proposal seeks to increase the value and reputatlon of McDonald’s for its
_shareholders and customers. . :

The Com'pany asserts that the Proposal seeks to “further a personal interest- of the
- Proponent not shared by the Company’s shareholders at large,” and is, therefore excludable
under Rules 14a—8(1)(6) and 14a-8(j).

_ The AFL-CIO Reserve 'Fund, like all pension funds, has a fiduciary duty to its
beneficiaries to engage in conduct that will increase the value of the fund. The Proposal, in fact
makes clear that it is designed to protect McDonald’s and i_r's sharcholders from the “negative
publicity; public protests, and a loss of consumer confidence” that could occur were the
Company; or any of its operations or suppliers, to engage in conduct in violation of the human
rights standards described in the Proposal. Moreover, if the Proposal were adopted, McDonald’s
reputation would be greatly enhanced. Upon adoption, the Company would be widely viewed as
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taking a leadership role in human rights and consumer and worker protections, each of which is a
key concern in the global restaurant business.

Both Peabody Energy Corporation and Dupont involved union fund proposals, calling
upon boards of directors to adopt company-wide human rights policies, based upon the ILO
Declaration and conventions. Each proposal was almost identical to the Proposal before .
McDonald’s. In its No-Action Letter to the Staff, Peabody‘corrh)plamed that “the Proponent, -
which owns only 200 shares out of more than 131,415,000 shares outstanding, is using the

'Proposal as a tool to further its own interests and not the interests of the Company’s stockholders
as a whole.” The Staff rejected the Peabody and Dupont no-action requests

McDonald’s cites General Electric Company, SEC No-Action Letter,2006 LEXIS No-
Act. LEXIS 13 (January 9, 2006), in support of its argument to exclude the Proposal, yet that
decision dealt with matters already in litigation between the shareholder and the company. The
AFL-CIO Reserve Fund is not party to any litigation with the Company. Similarly, Morgan
Stanley, SEC No-Action Letter, 2004 SEC No-Act. LEXIS 59 (January 14, 2004), involved a
proposal by a former Morgan Stanley employee who had been terminated by the company, not,
as here, shareholders with no interest other than that held by other shareholders at large.

) The Dow Chemical Company; SEC No-Action Letter, 2003 SEC No-Act. LEXIS 323
(March 5, 2003), decision excluded the latest in a series of actions taken by a proponent who
sought payment for alleged injuries caused by Dow. That no- -action letter bears no relation to the
Proposal at issue here. Neither the Slsters, nor the AFL—CIO Reserve Fund, have taken action
mvo]vmg McDonald’s in any other forum

V. The Company has the full power and authority necessary to 1mplement the .
Proposal. . '

McDonald’s also cites Rule 14a-8(1)(6), asking the Commission to allow. it to exclude the
Proposal because the Company lacks the power and authority to implement it. McDonald’s
maintains that it has no control over any but its own directly hired employees. Yet its own Code
of Conduct for Suppliers, supra, makes clear that McDonald’s seeks to-uphold its reputation by
requiring its suppliers to engage in the same employment practices as it does with

its direct employees. McDonald’s states that it will refuse to do busmess with any supplier that -

fails to meet its employment standards. .

While the Company argues that the proposals at issue in The TJX Companies, Inc., SEC
No-Action Letter, 2002 SEC No-Act. LEXIS 580 (Apr11 3,2002), Revion, Inc., SEC No-Action
Letter, 2002 SEC No-Act. LEXIS 618 (April 5, 2003); and The Stride Rite Corporation, SEC
No-Action Letter, 2002 No-Act. LEXIS 65 (January 16, 2002), are distinguishable from the
Proposal here, a reading of those decisions reveals proposals nearly identical to the Proposal
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before McDonald’s. In each case, the proponents were careful not to attempt to micromanage the’

company. Each company could determine the best management practices to implement the clear
intent of the proposal. McDonald’s management is well-suited to designing the best
implementation of the Proposal. Accordingly, Rule 14a- 8(1)(6) is inapplicable as a basis on
which to exclude the Proposal.

VI. The Proposal is not excludable under Rule 142-8(1)(7) as an ordinary business
" matter because it focuses on significant social policy issues that transcend the day—
to-day busmess matters of the Company.

The Commission stated in Exchange Act Release No. 40018 that proposals that relate to -
ordinary business matters but that focus on “sufficiently significant social policy issues...would
not be excludable, because the proposals would transcend day-to-day business matters....” The

 Proposal before McDonald’s is just such a proposal.

Human rights and labor rights are significant social policy issues in the global economy.’
They are matters of daily concern among national and international organizations, businesses and
the news media. McDonald’s is well aware of the significance of these matters-and it has taken a
first step by adopting its"’Code of Conduct for Suppliers. Indeed, the Company explains that it

‘adopted the Code of Conduct for Suppliers because “actions by those with whom McDonald’s

does business are sometimes attributed to McDonald’s itself, affecting its reputation and the good
will it has with customers and others.” In our opinion, these issues are significant social policy
1s5ues affectmg the company, its customers, shareholders and the nations in whnch itdoes -

' busmess Human rights issues transcend ordmary business matters.

The Staff has agreed that proposals dealing with human rights and the ILO’s Declaration

and conventions are not excludable as matters relating to ordinary business operations under Rule

14a-8(1)(7). In Costco Wholesale Corporat:on 2004 SEC No-Act. LEXIS 806, (October 26,
2004), for example, the company, citing “ordinary business operations,” sought to exclude a
proposal almost identical to the one before McDonald’s.. The Staff demcd the company s
request.

VII. McDonald’s has not adopted'or implemented a company-wide Code of Conduct
" based on the ILO’s Declaration on Fundamental Principles and Rights at Work and
the relevant ILO conventions described in the Proposal.

The Company wrongly maintains that its “Standards of Business Conduct and People
Principles” (“Standards”), its “periodic Corporate Responsibility Report” (“Report”), and its
“Code of Conduct for Suppliers” (“Code”) have substantially implemented the Proposal. Any
reasonable comparison of the Proposal and McDonald’s Standards, Report and Code clearly
shows that the Company has not adopted what the Proposal calls for: a revised company-wide

- — e e —————
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Code of Conduct, inclusive of suppliers and sub-contractors, based on the ILO’s Declaration on .
Fundamental Principles and Rights at Work and the relevant convent1ons described in the
Proposal. :

Similarly, the current McDonald’s Standards, Report and Code each fail to include the -
requirement that worker representatives shall not be the subject of discrimination and shall have
access to all workplaces necessary to enable them to carry out their epresentation functions. The
Proposal not only spells out those rights but references ILO Convention 135, which describes
them in detail, ' T '

The Proposal recognizes that McDonald’s Code includes erhployees’ rights as provided

~ by national and local laws where McDonald’s does business. The Proposal, however, notes that

“U.S. agricultural workers are excluded from many labor laws that apply to other U.S. workers

(for example, National Labor Relations Act of 1935,29 U.S. C. § 15 I’ et seq.; portions of the Fair
Labor Standards Act of 1938, 29 U.S.C. § 201, 213).” The rights of agricultural workers are part .

of the rights of workers spelled out in the ILO Declaration and its conventions. These rights
would apply to all McDonald’s operations, both direct and indirect, under.the Proposal There is

~ no basis to conclude that McDonald’s has substantially implemented it.

mEL du Pont de Nemours and Company, 2004 SEC No-Act. LEXIS 262 (February 11,

| 2004), the Staff rejected a Rule 14a-8(i)(10) exclusion request based on virtually the same

proposal. There, as here, the proposal called upon the company to adopt a code of conduct based
upon the ILO Declaration and relevant ILO conventions. Dupont, like McDonald’s, cited its
extensive practices and efforts to protect workers, but, like McDonald’s, it could cite'no code,
practice or activity based upon the rights described in the ILO Declaratlon and its conventions
that were contained in the proposa] :

McDonald’s also citcs Masco Corporation, SEC No-Act. LEXIS 390 (March 29, 1999),
in support of its request to exclude the Proposal. Yet a review of that decision reveals that
Masco’s board of directors had announced its intention to approve a resolution in substantially
the same form submitted by the proponent. McDonald’s proposes to take no action whatsoever.

" McDonald’s, like Dupont, fails to grasp that the Proposal is designed to create a single Code of

Conduct that explicitly, and in one place, commits the Company, its franchisees, suppliers and
sub-contractors to human nghts practices and procedures recognized in the ILO Declaration and
conventlons : :

Vlll. : Conclu‘sion :

McDonald’s has faited to meet its burden of demonstratmg that it is entitled to exclude -
the Proposal under Rule 14a-8(g). : :
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If you have any questions or need additional information, please do not hesitate to call me
.at 202-637-5335. I have enclosed six copies of this letter for the Staff, and [ am sendmg a copy
to Counsel for the Company and the SlStCI‘S

Sincgrely,

Robert E. McGarrah, Jr., Esq.
Capital Stewardship Coordinator
Office of Investment

REM/me-
opeiu #2, afl-cio

cc:  Lyle G. Ganske, Partner, Jones Day . | ' i
Sister Annette M. Sinagra, OP, Adrian Dominican Sisters




New Orleans Province

" - -,
of the Society of Jesus ReCEIVED
710 Baronne Street, Suite B
NATFER 28 43 I0: 39 New Orleans, LA 70113-1064
: ) '!:;: L CRiEs COUNAE,
February 22, 2007 WORPGRATION Fiiawre
H .‘~‘.;“f!‘,r_j
Office of Chief Counsel
Division of Corporate Finance
Securities and Exchange Commission \:
100 F. Street, NE
Washington, DC 20549
RE: McDonald’s Corporation Request to Exclude Proposal submitted fay the Adrian D i€an

Sisters and the AFL-CIQO Reserve Fund
Dear Sir/Madam:

The Adrian Dominican Sisters and the AFL-CIO Reserve Fund were the primary filers of a
shareholder proposal entitled: McDonald’s Corporation — Human Rights Standards on
December 4, 2006. The Catholic Society for Religious and Literary Education (dba the Jesuits of
the New Orleans Province) co-filed this same resolution on December 6, 2006. We wish to
clarify that the Jesuits of the New Orleans Province are not in any way affiliated with the AFL-
CIQ. We are financially and structurally independent of the previously mentioned
organization. Our decision-making processes for selecting issues we desire to address at
corporations in our investment portfolio are entirely independent. Therefore, the conclusion of
the first paragraph on page 6 of McDonald’s no action request which reads: “If the p[P]roposal
were to be implemented, the Proponent would receive a direct and immediate financial benefit
in the form of an increased ability to unionize workers at the Company and the franchisees,
licensees, suppliers, distributors and subcontractors of the Company,” is not applicable to
religious shareholders.

The letter states — “proponent” — in the singular. There are two proponents, stated in the initial
shareholder request to McDonald’s. Therein, the Adrian Dominican Sisters are listed as co-
primary filers. As such, neither Adrian Dominican Sisters or the Jesuits of the New Orleans
Province (as co-filers) would benefit financially “in the form of an increased ability to unionize
workers at the Company.” Likewise, McDonald’s is wrong when it makes the statement that the
“financial benefit” mentioned above, “would accrue to the Proponent not as a result of its status
as a shareholder of the company, but rather as a result of its status as a labor organizer, and
would not be shared by other of the company’s shareholders at large.”

The above sentence from McDonald’s no action request deserves two clarifications. First,
neither the Adrian Dominican Sisters or the Jesuits of the New Orleans province are labor
organizers. Second, one can argue that McDonald’s statement that other shareholders at large
would not favor the content of our resolution is presumptuous. One cannot make this
assumption until the resolution is presented to shareholders at large at the company’s annual
meeting.

Phone: (504) 571-1055 Fax: (504) 571-1
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Office of Chief Counsel |
Securities and Exchange Commission ;
February 22, 2007 ) !

Finally, the Jesuits of the New Orleans Province support each of the arguments made by the
AFL-CIO Reserve Fund it its letter of February 12, 2007 to the Commission opposing
McDonald's request for a No Action Letter.

Respectfully,

Moy, b Bod b

Mary A audouin . '
Assistant for Social Ministries
The Jesuits of the New Orleans Provirice

cc: RobMcGarrah, Jr. Counsel — AFL-CIO Office of Investment '
Sr. Annette Sinagra, OP, Adrian Dominican Sisters
Sr. Gwen Ferry, Sisters of Charity of the Blessed Virgin Mary i
Gloria Sontona, General Counsel and Secretary McDonald’s Corporation
Anna Bradley, Consultant, National Jesuit Committee on Investment Responsibility
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Finally, we support each of the arguments made by the AFL-CIO Reserve Fund in its
letter of February 12, 2007 to the Commission opposmg McDonald s request for a No
Action Letter.

Sincerely,

Mﬁwwjm

Sister Gwen Farry, BVM (for'Sisters of Charlty, BVM)
205 W Monroe, Suite 500
Chicago, IL 60606

Cc Sister Anncttc M Smagra, OP
Gloria Santona — General Counsel and Secretary McDonald’s Corporatlon
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Office of Chief Counsel meo N
Division of Corporate Finance oy
Securities and Exchange Commission RE o,

1
i

1060 F, Street, NE
Washington, DC 20549

Re: McDonald’s Corporation Request to Exclude Proposal submitted by the
Adrian Dominican Sisters and the AFL-CIO Reserve Fund

Dear Sir/Madam:

The Adrian Dominican Sisters submitted the shareholder proposal entitled: McDonald’s
Corporation — Human Rights Standards, on December 4, 2006. The AFL-CIO Reserve Fund
likewise submitted this same resolution. We wish to clarify that the Adrian Dominican
Sisters are not in any way affiliated with the AFL-CIO. We are financially and structurally
independent of the previously mentioned organization. Our decision—making processes for
selecting issues we desire to address at corporations in our investment portfolio are entirely
independent. Therefore, the conclusion of the first paragraph on page 6 of McDonald’s no
action request, which reads: “If the p[P]roposal were to be implemented, the Proponent
would receive a direct and immediate financial benefit in the form of an increase ability to
unionize workers at the Company and the franchisees, licensees, suppliers, distributors and
subcontractors of the Company,” is not applicable to religious shareholders.

The letter states -“proponent”- in the singular. There are two proponents, stated in the
initial shareholder request to McDonald’s. Therein, we are listed as co-primary filers.
As such, we, the Adrian Dominican Sisters, do not benefit financially, “in the form of an
increased ability to unionize workers at the Company.” Likewise, McDonald’s is wrong
when it makes the statement that the “financial benefit” mentioned above, “would accrue to
the Proponent not as a result of its status as a shareholder of the company, but rather as a
result of its status as a labor organizer, and would not be shared by other of the company’s
shareholders at large.”

The above sentence from McDonald’s no action request deserves two clarifications. First,
we are not labor organizers, and second, one can argue that McDonald’s statement that
other shareholders at large would not faver the content of our resolution is
presumptuous. One cannot make this assumption until the resolution is presented to
shareholders at large at the company’s annual meeting.
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Finally, we \support each of the arguments made by the AFL-CIO Reserve Fund in its letter of

February 12, 2007 to the Commission opposing McDonald’s request for a No Action Letter.

Respéctfully,

Sister Annette M. Sinagra, OP
Corporate Responsibility Analyst
Adrian Dominican Sisters

Portfolio Advisory Board

cc: - Rob McGarrah, Jr. — Counsel-AFL-CIO Office of Investment
Sister Gwen Ferry-Sisters of Charity of the Blessed Virgin Mary
Mary Baudouin-Assistant for Social Ministries — the Jesuits, New Orleans Province
. Gloria Santona — General Counsel and Secretary McDonald’s Corporation




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 {17 CFR 240.14a-8], as with other matters under the proxy

rules, is to aid those who must comply with the rule by offering informal advice and suggestions .

and to determine; initially, whether or not it may be appropnate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy matenals, as well
as any information furnished by the proponent or the proponent’s representative. :

. Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
- proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure. '

It 1s important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal viéws. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
-proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
matenial. :
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Response of the Office of Chief Counsel
Division of Corporation Finance

Re: - McDonald’s Corporation
Incoming letter dated January 16, 2007

The proposal urges the board to adopt, implement and enforce a revised
company-wide code of conduct, inclusive of suppliers and sub-contractors, based on the
International Labor Organization’s conventions, including the four principles set forth in
the proposal, and prepare a report concerning the 1mplementat10n and enforcement of the
policy.

We are unable to concur in your view that McDonald’s may exclude the proposal
under rule 14a-8(i)(3). Accordingly, we do not believe that McDonald’s may omit the
proposal from its proxy materials in reliance on rule 14a-8(1)(3).

We are unable to concur in your view that McDonald’s may exclude the proposal .

under rule 14a-8(i)(4). Accordingly, we do not believe that McDonald’s may omit the
proposal from its proxy materlaIs in reliance on rule 14a—8(1)(4)

_ We are unable to concur in your view that McDonald’s may exclude the proposal
-under rule 14a-8(i)(6). Accordingly, we do not believe that McDonald’s may omit the
proposal from its proxy materials in rehance on rule 14a-8(i)(6).

_ - We are unable to concur in your view that McDonald’s may exclude the proposal
under rule 14a-8(i)(7). Accordingly, we do not believe that McDonald’s may omit the
proposal from its proxy materials in reliance on rule 14a-8(i)(7).

We are unable to concur in your view that McDonald’s may exclude the proposal

'under rule 14a-8(i)(10). Accordingly, we do not believe that McDonald’s may omit the
proposal from its proxy materials in reliance on rule 14a-8(i)(10).

Sincerely,

Gregory Belliston '
Attorney-Adviser

END




