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

DIVISION OF
CORPORATION FINANCE

March 28, 2025

Ning Chiu
Davis Polk & Wardwell LLP

Re:  McDonald’s Corporation (the “Company’)
Incoming letter dated January 17, 2025

Dear Ning Chiu:

This letter is in response to your correspondence concerning the shareholder
proposal (the “Proposal”) submitted to the Company by the National Legal and Policy
Center for inclusion in the Company’s proxy materials for its upcoming annual meeting
of security holders.

The Proposal requests that the board of directors’ Compensation Committee
revisit its incentive guidelines for executive pay to identify and consider eliminating
discriminatory DEI goals from compensation inducements.

We are unable to concur in your view that the Company may exclude the Proposal
under Rule 14a-8(i)(10). In our view, the Company has not substantially implemented the
Proposal.

Copies of all of the correspondence on which this response is based will be made
available on our website at https://www.sec.gov/corpfin/2024-2025-shareholder-
proposals-no-action.

Sincerely,

Rule 14a-8 Review Team

cc:  Paul Chesser
National Legal and Policy Center


https://www.sec.gov/corpfin/2024-2025-shareholder-proposals-no-action
https://www.sec.gov/corpfin/2024-2025-shareholder-proposals-no-action

1 Davis Polk & Wardwell LLP
DaVIs POIk 450 Lexington Avenue
New York, NY 10017
davispolk.com

January 17, 2025

VIA ELECTRONIC SUBMISSION

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549

Ladies and Gentlemen:

On behalf of McDonald’s Corporation, a Delaware corporation (the “Company”), and in accordance with
Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), we are
filing this letter with respect to the shareholder proposal (the “Proposal”) submitted by National Legal and
Policy Center (the “Proponent”) for inclusion in the proxy materials the Company intends to distribute in
connection with its 2025 Annual Meeting of Shareholders (the “2025 Proxy Materials”). The Proposal is
attached hereto as Exhibit A.

We hereby request confirmation that the Staff of the Division of Corporation Finance (the “Staff”) will not
recommend any enforcement action if, in reliance on Rule 14a-8, the Company omits the Proposal from
the 2025 Proxy Materials.

In accordance with relevant Staff guidance, we are submitting this letter and its attachments to the Staff
through the Staff’s online Shareholder Proposal Form. In accordance with Rule 14a-8(j), we are
simultaneously sending a copy of this letter and its attachments to the Proponent as notice of the
Company’s intent to omit the Proposal from the 2025 Proxy Materials. This letter constitutes the
Company’s statement of the reasons it deems the omission of the Proposal to be proper. We have been
advised by the Company as to the factual matters set forth herein.

THE PROPOSAL

The Proposal states:
RESOLVED: Shareholders request the Board of Directors’ Compensation Committee to revisit its
incentive guidelines for executive pay, to identify and consider eliminating discriminatory DEI
goals from compensation inducements.

REASONS FOR EXCLUSION OF THE PROPOSAL

The Company believes that the Proposal may be properly omitted from the 2025 Proxy Materials
pursuant to Rule 14a-8(i)(10) because the Company has already substantially implemented the Proposal.
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The Proposal May Be Excluded Under Rule 14a-8(i)(10) Because the Company Has Substantially
Implemented the Proposal.

A. Rule 14a-8(i)(10) Background.

Rule 14a-8(i)(10) permits a company to exclude a shareholder proposal if the company has already
substantially implemented the proposal. The Staff has stated that the purpose of this rule is to “avoid the
possibility of shareholders having to consider matters which already have been favorably acted upon by
the management.” See Exchange Act Release No. 34-20091 (Aug. 15, 1983); Exchange Act Release
No. 34-12598 (July 1976). The Commission has also stated that “substantial” implementation under the
rule does not require implementation in full or exactly as presented by the proponent. See Exchange Act
Release No. 34-40018 (May 21, 1998, n.30).

The Staff has consistently found that “a determination that the company has substantially implemented
the proposal depends upon whether [the company’s] particular policies, practices, and procedures
compare favorably with the guidelines of the proposal.” See Texaco, Inc. (1991). The Staff has permitted
exclusion of a proposal under Rule 14a-8(i)(10) when a company has substantially implemented and
therefore satisfied the “essential objective” of a proposal, even if the company did not take the exact
action requested by the proponent, did not implement the proposal in every detail, or exercised discretion
in determining how to implement the proposal. See, e.g., Kyndryl Holdings, Inc. (Apr. 22, 2024);
McDonald’s Corp. (Apr. 3, 2024); Best Buy Co., Inc. (Apr. 22, 2022); Salesforce.com, Inc. (Apr. 20, 2021);
Apple Inc. (Dec. 17, 2020); Wal-Mart Stores, Inc. (Mar. 25, 2015); and Exelon Corp. (Feb. 26, 2010).

The Staff has also recently concurred with the exclusion on substantial implementation grounds of
proposals related to a company’s compensation policies. See, e.g., Exxon Mobil Corp. (Mar. 20, 2024)
(proposal requesting the company amend its recoupment policy to cover additional misconduct and
negligence, where the company already maintained such policies and provisions); and Amgen Inc.

(Apr. 3, 2024) (same). In particular, the Staff has found that proposals involving factors and metrics for
companies’ executive compensation-related policies, practices and procedures may be excluded as being
substantially implemented where the companies have already evaluated and disclosed such metrics.
See, e.g., Visa Inc. (Oct. 11, 2019) (proposal recommending that the compensation committee reform the
company’s executive compensation philosophy to include social factors to enhance the company’s social
responsibility where the company had disclosed such factors in its sustainability report); Dunkin’ Brands
Groups, Inc. (Mar. 6, 2019) (proposal requesting a report on the feasibility of integrating sustainability
metrics into the company’s compensation program where the company had addressed the proposal’s
essential objective through disclosures); and eBay Inc. (avail. Mar. 29, 2018) (proposal requesting a
report assessing the feasibility of integrating sustainability metrics into the performance measures of the
CEO where the company had already made the assessment and incorporated such measures).

B. The Company Has Substantially Implemented the Proposal.

The Company believes that the Proposal may be excluded pursuant to Rule 14a-8(i)(10) because it has
fulfilled the essential objective of the Proposal, which is for the Company to (i) review the Company’s
metrics for incentive compensation paid to executive officers and (ii) consider and identify in particular the
compensation metrics related to diversity goals. This review, identification and consideration by the
Company are demonstrated in each case by the changes the Company has made.

The Company’s Compensation Committee of the Board of Directors (the “Committee”) is responsible for
annually reviewing and approving the compensation of the Company’s executive officers under the
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Committee’s charter.' As disclosed in the Company’s 2024 Proxy Statement,? the Committee annually
reviews the Company’s executive compensation program, which includes both a short-term cash
incentive program (the “STIP”) and long-term incentive awards, to evaluate whether the overall program
and performance metrics are designed to help drive execution of the Company’s business strategy. The
Company follows three principles in designing its executive compensation program: (i) pay for
performance; (ii) drive business results with a focus on creating long-term shareholder value; and (iii) pay
competitively. These principles inform the design, operation and risk profile of the Company’s executive
compensation program.

The Committee considered and first determined to include metrics related to employee diversity in the
Company’s STIP for the 2021 fiscal year (the “2021 STIP Metrics”) by adding four quantitative metrics.
These metrics focused on championing the Company’s core values, improving diversity representation for
women and underrepresented groups, and creating a strong culture of inclusion among employees (the
“2021 Human Capital Metrics”). The 2021 Human Capital Metrics constituted 15 percent of the target
STIP awards.?

In the following year, the Committee revisited, considered and determined to continue to include metrics
related to diversity in the Company’s 2022 STIP (the “2022 STIP Metrics”). For 2022, the Committee
made a change to the diversity-related element of the human capital metrics (the “2022 Human Capital
Metrics”) by providing an additional payout modifier for two named executive officers — the President,
McDonald’s USA and the President, International — if they increased the diversity in the Company’s
franchisee pipeline to the specified threshold. The two executives covered by the modifier needed to
achieve a diverse franchisee recruitment target that represented a significant increase in the number of
new registered applicants in the franchisee pipeline for their respective business segments. The modifier
could potentially increase payouts to the covered executives by up to 15 percentage points.*

For the 2023 fiscal year, the Committee revisited, considered and determined to include metrics related to
diversity in the Company’s 2023 STIP (the “2023 STIP Metrics”). The Committee approved several
changes to the diversity-related elements of the human capital metrics, specifically consolidating the prior
quantitative human capital metrics into one metric focused on championing the Company’s core values by
improving diversity representation in leadership roles for women globally and underrepresented groups in
the United States (the “2023 Human Capital Metric”). The Committee also added a modifier to measure
the number and diversity of new franchisees applicable to the compensation of the President, McDonald’s
USA and President — IOM.5

Finally, for the metrics in the Company’s 2024 STIP (the “2024 STIP Metrics”), the Committee eliminated
the human capital metrics and replaced them with a qualitative “strategic scorecard” measuring

' Available at
https://corporate.mcdonalds.com/content/dam/sites/corp/nfl/pdff COMPENSATION%20COMMITTEE%20CHARTER%20Approved%
20December%202023.pdf.

2 See the 2024 Proxy Statement from pg. 56 (available at
https://www.sec.gov/Archives/edgar/data/63908/000155837024004818/mcd-20240522xdef14a.htm).

3 See the Form 8-K filed February 16, 2021 (available at
https://www.sec.gov/Archives/edgar/data/63908/000006390821000007/mcd-20210216.htm); the 2021 Proxy Statement from pg. 45
(available at https://d18rn0p25nwr6d.cloudfront.net/CIK-0000063908/89df0a6f-9b83-4881-9b7a-192d5ae52b35.pdf).

4 See the Form 8-K filed February 14, 2022: https.//www.sec.gov/Archives/edgar/data/63908/000006390822000007/mcd-
20220214.htm); the 2022 Proxy Statement from pg. 64 (available at
https://www.sec.gov/Archives/edgar/data/63908/000120677422001058/mcd3962181-defc14a.htm).

5 See the Form 8-K filed February 13, 2023 (available at
https://www.sec.gov/Archives/edgar/data/63908/000006390823000008/mcd-20230213.htm); the 2023 Proxy Statement from pg. 56
(available at https://www.sec.gov/Archives/edgar/data/63908/000155837023005957/mcd-20230525xdef14a_c.pdf).
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leadership’s efforts on key initiatives, including the Company’s franchising strategy, employee
engagement and DEI, which together represented 15 percent of the STIP (the “2024 Scorecard”).®

The change to the 2024 Scorecard within the STIP demonstrates that the Company has fulfilled the
essential objective of the Proposal, given that the Company has already revisited the metrics for incentive
compensation paid to executive officers, considered and identified the compensation metrics related to
employee representation and made modifications as the Committee deemed appropriate. This process is

also summarized below:

2021 Human Capital
Metrics as part of
2021 STIP Metrics

2022 Human Capital
Metrics as part of
2022 STIP Metrics

2023 Human Capital
Metric as part of 2023
STIP Metrics

2024 Scorecard as
part of 2024 STIP
Metrics

Quantitative human
capital metrics focused
on championing the
Company’s core
values, improving
diversity representation
for women and
underrepresented
groups, and creating a
strong culture of
inclusion among
employees

Quantitative human
capital metrics focused
on championing the
Company’s core
values, improving
diversity representation
for women and
underrepresented
groups, and creating a
strong culture of
inclusion among
employees

Modifier applicable to
the President,
McDonald’s USA and
the President,
International if they
increase the diversity in
the franchisee pipeline
to a specified level

Quantitative human
capital metric focused
on championing the
Company’s core value
by improving diversity
representation in
leadership roles for
women globally and
underrepresented
groups in the United
States

Modifier applicable to
the President,
McDonald’s USA and
President — IOM that
measures the number
and diversity of new
franchisees

Strategic scorecard
measuring leadership’s
efforts on key
initiatives, including the
Company’s franchising
strategy, employee
engagement and DEI

As illustrated above, since the incorporation of diversity goals in the 2021 Human Capital Metrics, which
were part of the Company’s 2021 STIP Metrics, the Committee has continuously revisited the incentive
guidelines and identified and considered diversity goals, as demonstrated through the modification of

these metrics each year.

Because the Company has already taken the steps necessary to meet the essential objective of the
Proposal, the Company has substantially implemented and satisfied the essential objective of the

Proposal.

6 See the Form 8-K filed February 12, 2024 (available at
https://www.sec.gov/Archives/edgar/data/63908/000006390824000059/mcd-20240212.htm); the 2024 Proxy Statement from pg. 56

(available at https://www.sec.gov/Archives/edgar/data/63908/000155837024004818/mcd-20240522xdef14a.htm).
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CONCLUSION

Because the Company has substantially implemented the Proposal, the Company believes that the
Proposal may be excluded from its 2025 Proxy Materials pursuant to Rule 14a-8(i)(10).

Respectfully yours,
Ning Chiu
Attachment
cc w/ att: Jeffrey Pochowicz, McDonald’s Corporation

Paul Chesser, National Legal and Policy Center



Exhibit A
Proposal

Revisit DEI Goals in Executive Pay Incentives

WHEREAS: Since the June 2023 U.S. Supreme Court decision in Students for Fair Admissions v.
Harvard College,' hundreds of higher education institutions have shuttered their diversity, equity
and inclusion (DEI) programs and positions.2

Consequently, “there has been a sharp uptick in litigation challenging corporate DEI programs and
initiatives,alleging that they require unlawful employment and contracting decisions to be made on the
basis of race, in violation of Title VIl of the Civil Rights Act of 1964...”3

Corporations’ compliance lawyers now advise clients that “DEI initiatives and programs that are not
open to all applicants or those that apply an explicit race- or gender-based focus will likely face
continued and heightened scrutiny.” Also: “We also expect to see ongoing scrutiny of perceived
hiring quotas and set-asides, particularly those that may appear to be incentivized by bonuses for
management or company leadership.”*

Further, “companies, and their management teams and boards, should be prepared for increased
employment-related litigation including litigation that seeks to hold executive officers and directors
personally liable for purported breaches of their fiduciary duties in connection with the corporation’s
DEI policies.”®

Many corporations dramatically reduced or eliminated their DEI programs,® and companies face
retribution for their discrimination. For example, Starbucks was the subject of a $28.3 million
judgment after a former worker claimed she was fired for being white.”

SUPPORTING STATEMENT: McDonald’s Corporation (“Company”) has set leadership
representation goals of 45 percent for women and 35 percent for “underrepresented groups” by the
end of 2025.8 Additionally, the Company “aspires to increase U.S. systemwide spend with diverse-
owned suppliers to 25% by the end of 2025.”

Pay for the Company’s executives includes incentives for progress towards “human capital
metrics,” which “align with our strategic aspirations and hold executives accountable for efforts
towards the Company’s DEI ambitions.”® McDonald’s has devised a point system in its short- term
incentive plan for attaining “diverse representation in leadership roles,” which also includes

" https://www.supremecourt.gov /opinions/22pdf/20- 1199 _hgd;.pdf

2 https://www.chronicle.com/article /tracking-higher-eds-dismantling-of-dei

3 https://www.wilmerhale.com/insights/client-alerts/20240627-corporate-dei-landscape-one-year-after-sffa

4 https://www.skadden.com/insights/publications/2023/12/2024-insights/esg/the-supreme-cou1ts-affirmative-action- opinion
5 https://corpgov.law.harvard.edu/2024/02/14/how-boards-should-be-thinking-about-the-supreme-courts-sffa-affirmative-action-
decision/

8 https://nypost.com/2024/09/03/us-news/how-robby-starbuck-is-prompting-brands-1ike-ford-to-ditch-dei/

7 https://www.cnn.com/2023/08/17/business/starbucks-payment-racial- discrimination-white/index.html

8 https://corporate.mcd onalds.com/corpmed/our-purpose-and-impact/impact-strategy-and-
reporting/performance-reports.html#diversityEquityAndInclusion
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https://corporate.mcdonalds.com/content/dam/sites/corp/nfl/pdf/2024%20Notice %200f%20Meeting%20and%20Proxy%20Stat
ement_vf.pdf
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conversion of franchisee applicants into new restaurant owners, “and diversity of such new
owners.” Calculation of the Company’s Human Capital Metrics points “progress” represents 15% of
the payout to executives in its short-term incentives plan.

These discriminatory quotas leave the Company ripe for regulatory, reputational and litigation risk.
Its attempt to cram DEI’'s non-GAAP nature into the proxy statement’s compensation discussion
demands either a legally dubious quota regime, or it fails SEC compliance.'® The Council of
Institutional Investors’ general counsel stated that research shows “companies are engaging in an
opportunistic use of non-GAAP earnings to justify higher executive pay.”

FTI Consulting advises there is a “heightened focus” on “litigation risk,” which “has transitioned from
being merely an operational concern to becoming a strategic priority for the highest levels of corporate
governance.” !

RESOLVED: Shareholders request the Board of Directors’ Compensation Committee to revisit its
incentive guidelines for executive pay, to identify and consider eliminating discriminatory DEI goals
from compensation inducements.

0 https://tax.thomsonreuters.com/news /council-of-institutional -investors-again -urges-sec-to-close-loophole -on-non-gaap-in-
executive-pay/

" https://www.fticonsulting.com/insights/articles /de-risking-litigation-exposure-conflict-management-integral-business-
administration



1 Davis Polk & Wardwell LLP
DaVIS POIk 450 Lexington Avenue
New York, NY 10017
davispolk.com

March 3, 2025

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549

Ladies and Gentlemen:

On behalf of McDonald’s Corporation, a Delaware corporation (the “Company”), we are writing to
supplement the Company’s no-action letter request dated January 17, 2025 (the “No-Action Letter”)
regarding the shareholder proposal (the “Proposal”) submitted by National Legal and Policy Center (the
“Proponent”) for inclusion in the proxy materials the Company intends to distribute in connection with its
2025 Annual Meeting of Shareholders (the “2025 Proxy Materials”). Capitalized terms not defined herein
are used as defined in the No-Action Letter. We have been advised by the Company as to the factual
matters set forth herein.

We are supplementing the No-Action Letter to inform the Staff of a recent disclosure made by the
Company that provides further support that the Company is implementing the Proposal under Rule 14a-
8(i)(10). As disclosed in a Form 8-K,* on February 12, 2025, the Committee approved the metrics for the
Company’s STIP for the 2025 fiscal year (the “2025 STIP Metrics”). As illustrated below, this Form 8-K
further supports that the Committee has revisited, considered and modified its executive pay incentive
guidelines under the 2025 STIP Metrics to align executives’ focus to the Company’s key initiatives.

The 2024 Scorecard had measured leadership’s efforts on key initiatives, including (i) the Company’s
franchising strategy, (ii) employee engagement, and (iii) DEI. The scorecard for the 2025 STIP Metrics
(the “2025 Scorecard”) will measure executives’ efforts towards the following Company initiatives: (i)
executing its franchising strategy, (ii) driving employee engagement and (iii) advancing the Company’s
values. Because the 2025 Scorecard has been reviewed and revised by the Committee in this manner,
the Proposal’s primary objectives have been substantially implemented, and it may be properly excluded.

Respectfully yours,
%V‘“j Cln
Ning Chiu
cc w/ att: Jeffrey Pochowicz, McDonald’s Corporation

Paul Chesser, National Legal and Policy Center

! See the Form 8-K filed February 14, 2025 (available at
https://lwww.sec.gov/Archives/edgar/data/63908/000006390825000009/mcd-20250212.htm.


















































