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SECURITIES EXCHANGE ACT OF 1934 

� ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the fiscal year ended December 31, 2010 

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

For the transition period from                      to                      

Commission File Number 1-5231 

McDONALD’S CORPORATION 
(Exact name of registrant as specified in its charter) 

  

  

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

Securities registered pursuant to Section 12(b) of the Act: 
  

Securities registered pursuant to Section 12(g) of the Act: 
None 

(Title of class) 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes �  No �

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Act.  Yes �  No �

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the 
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 
days.  Yes �  No �

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be 
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant 
was required to submit and post such files).  Yes �  No �

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of 
registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  �

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See definitions of 
“large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. 

(Check one): 

Large accelerated filer  �        Accelerated filer  �

Non-accelerated filer  �  (do not check if a smaller reporting company)        Smaller reporting company  �

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes �  No �

The aggregate market value of common stock held by non-affiliates of the registrant as of June 30, 2010 was $70,073,280,631. 

The number of shares outstanding of the registrant’s common stock as of January 31, 2011 was 1,043,298,941. 

DOCUMENTS INCORPORATED BY REFERENCE 
Part III of this Form 10-K incorporates information by reference from the registrant’s 2011 definitive proxy statement which will be filed no later than 120 days after 
December 31, 2010. 
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Report of Independent Registered Public Accounting Firm 
    
The Board of Directors and Shareholders of McDonald’s Corporation 

We have audited the accompanying consolidated balance sheets of McDonald’s Corporation as of December 31, 2010 and 
2009, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of the three years in the 
period ended December 31, 2010. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial 
position of McDonald’s Corporation at December 31, 2010 and 2009, and the consolidated results of its operations and its cash 
flows for each of the three years in the period ended December 31, 2010, in conformity with U.S. generally accepted accounting 
principles. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
McDonald’s Corporation’s internal control over financial reporting as of December 31, 2010, based on criteria established in 
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and 
our report dated February 25, 2011 expressed an unqualified opinion thereon. 

ERNST & YOUNG LLP 

Chicago, Illinois 
February 25, 2011 
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Notes to Consolidated Financial Statements 
    
Summary of Significant Accounting Policies 

NATURE OF BUSINESS 

The Company franchises and operates McDonald’s 
restaurants in the global restaurant industry. All restaurants 
are operated either by the Company or by franchisees, 
including conventional franchisees under franchise 
arrangements, and foreign affiliates and developmental 
licensees under license agreements. 

The following table presents restaurant information by 
ownership type: 
  

CONSOLIDATION 

The consolidated financial statements include the accounts 
of the Company and its subsidiaries. Investments in 
affiliates owned 50% or less (primarily McDonald’s Japan) 
are accounted for by the equity method. 

In June 2009, the Financial Accounting Standards Board 
(FASB) issued amendments to the guidance on variable 
interest entities and consolidation, codified primarily in the 
Consolidation Topic of the FASB Accounting Standards 
Codification (ASC). This guidance modifies the method for 
determining whether an entity is a variable interest entity as 
well as the methods permitted for determining the primary 
beneficiary of a variable interest entity. In addition, this 
guidance requires ongoing reassessments of whether a 
company is the primary beneficiary of a variable interest 
entity and enhanced disclosures related to a company’s 
involvement with a variable interest entity. The Company 
adopted this guidance as of January 1, 2010. 

On an ongoing basis, the Company evaluates its 
business relationships such as those with franchisees, joint 
venture partners, developmental licensees, suppliers, and 
advertising cooperatives to identify potential variable 
interest entities. Generally, these businesses qualify for a 
scope exception under the consolidation guidance. The 
Company has concluded that consolidation of any such 
entity is not appropriate for the periods presented. As a 
result, the adoption did not have any impact on the 
Company’s consolidated financial statements. 

ESTIMATES IN FINANCIAL STATEMENTS 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. 
requires management to make estimates and assumptions 
that affect the amounts reported in the financial statements 
and accompanying notes. Actual results could differ from 
those estimates. 

REVENUE RECOGNITION 

The Company’s revenues consist of sales by Company-
operated restaurants and fees from franchised restaurants 
operated by conventional franchisees, developmental 

Restaurants at December 31,   2010     2009     2008

Conventional 
franchised   19,279      19,020       18,402  

Developmental licensed  3,485      3,160       2,926  
Foreign affiliated   3,574      4,036      4,137  
Franchised   26,338      26,216       25,465  
Company-operated   6,399      6,262      6,502  
Systemwide 

restaurants   32,737      32,478      31,967  

Sales by Company-operated restaurants are recognized on 
a cash basis. The Company presents sales net of sales tax 
and other sales-related taxes. Revenues from conventional 
franchised restaurants include rent and royalties based on a 
percent of sales with minimum rent payments, and initial 
fees. Revenues from restaurants licensed to foreign 
affiliates and developmental licensees include a royalty 
based on a percent of sales, and may include initial fees. 
Continuing rent and royalties are recognized in the period 
earned. Initial fees are recognized upon opening of a 
restaurant or granting of a new franchise term, which is 
when the Company has performed substantially all initial 
services required by the franchise arrangement. 

FOREIGN CURRENCY TRANSLATION 

Generally, the functional currency of operations outside the 
U.S. is the respective local currency. 

ADVERTISING COSTS 

Advertising costs included in operating expenses of 
Company-operated restaurants primarily consist of 
contributions to advertising cooperatives and were (in 
millions): 2010–$687.0; 2009–$650.8; 2008–$703.4. 
Production costs for radio and television advertising are 
expensed when the commercials are initially aired. These 
production costs, primarily in the U.S., as well as other 
marketing-related expenses included in selling, general & 
administrative expenses were (in millions): 2010–$94.5; 
2009–$94.7; 2008–$79.2. In addition, significant advertising 
costs are incurred by franchisees through contributions to 
advertising cooperatives in individual markets. 

SHARE-BASED COMPENSATION 

Share-based compensation includes the portion vesting of 
all share-based payments granted based on the grant date 
fair 
value. 

Share-based compensation expense and the effect on 
diluted earnings per common share were as follows: 
  

Compensation expense related to share-based awards is 
generally amortized on a straight-line basis over the vesting 
period in selling, general & administrative expenses in the 
Consolidated statement of income. As of December 31, 
2010, there was $90.4 million of total unrecognized 
compensation cost related to nonvested share-based 
compensation that is expected to be recognized over a 
weighted-average period of 2.0 years. 

The fair value of each stock option granted is estimated 
on the date of grant using a closed-form pricing model. The 
following table presents the weighted-average assumptions 
used in the option pricing model for the 2010, 2009 and 
2008 stock option grants. The expected life of the options 
represents the period of time the options are expected to be 
outstanding and is based on historical trends. Expected 
stock price volatility is generally based on the historical 
volatility of the Company’s stock for a period approximating 
the expected life. The expected dividend yield is based on 

In millions, except per share data 2010 2009 2008

Share-based compensation 
expense $83.1  $112.9  $112.5  

After tax $56.2  $ 76.1  $ 75.1  
Earnings per common 

share-diluted $0.05  $ 0.07  $ 0.07  
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32 
licensees and foreign affiliates. the Company’s most recent annual dividend payout. The 

risk-free interest rate is based on the U.S. Treasury yield 
curve in effect at the time of grant with a term equal to the 
expected life. 
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In millions   U.S.   Europe APMEA   
Other Countries

& Corporate   Consolidated

Balance at December 31, 2009   $1,151.6    $790.7   $346.4    $136.5     $2,425.2  
Net restaurant purchases (sales)    60.4    23.0   2.2     48.5     134.1  
Acquisition of subsidiaries/affiliates        9.7     9.7  
Currency translation     (28.2) 36.4    8.9    17.1  
Balance at December 31, 2010   $1,212.0    $785.5  $385.0    $203.6    $2,586.1  
(1) APMEA represents Asia/Pacific, Middle East and Africa. 

(2) Other Countries & Corporate represents Canada, Latin America and Corporate. 

Weighted-average assumptions 
    

  2010 2009 2008   

Expected dividend 
yield   3.5% 3.2% 2.6%  

Expected stock price 
volatility   22.1%  24.4%  24.9%  

Risk-free interest rate   2.8%  2.0%  3.0%  
Expected life of 

options In years   6.2  6.2  6.2     
Fair value per option 

granted   $9.90  $9.66  $11.85      

PROPERTY AND EQUIPMENT 

Property and equipment are stated at cost, with 
depreciation and amortization provided using the straight-
line method over the following estimated useful lives: 
buildings–up to 40 years; leasehold improvements–the 
lesser of useful lives of assets or lease terms, which 
generally include option periods; and equipment–three to 
12 years. 

GOODWILL 

Goodwill represents the excess of cost over the net tangible 
assets and identifiable intangible assets of acquired 
restaurant businesses. The Company’s goodwill primarily 
results from purchases of McDonald’s restaurants from 
franchisees and ownership increases in subsidiaries or 
affiliates, and it is generally assigned to the reporting unit 
expected to benefit from the synergies of the combination. If 
a Company-operated restaurant is sold within 24 months of 
acquisition, the goodwill associated with the acquisition is 
written off in its entirety. If a restaurant is sold beyond 24 
months from the acquisition, the amount of goodwill written 
off is based on the relative fair value of the business sold 
compared to the reporting unit (defined as each individual 
country). 

The Company conducts goodwill impairment testing in 
the fourth quarter of each year or whenever an indicator of 
impairment exists. If an indicator of impairment exists (e.g., 
estimated earnings multiple value of a reporting unit is less 
than its carrying value), the goodwill impairment test 
compares the fair value of a reporting unit, generally based 
on discounted future cash flows, with its carrying amount 
including goodwill. If the carrying amount of a reporting unit 
exceeds its fair value, an impairment loss is measured as 
the difference between the implied fair value of the 
reporting unit’s goodwill and the carrying amount of 
goodwill. Historically, goodwill impairment has not 
significantly impacted the consolidated financial statements. 

The following table presents the 2010 activity in goodwill 
by segment: 

(1) (2) 

LONG-LIVED ASSETS 

Long-lived assets are reviewed for impairment annually in 
the fourth quarter and whenever events or changes in 
circumstances indicate that the carrying amount of an asset 
may not be recoverable. For purposes of annually reviewing 
McDonald’s restaurant assets for potential impairment, 
assets are initially grouped together at a television market 
level in the U.S. and at a country level for each of the 
international markets. The Company manages its 
restaurants as a group or portfolio with significant common 
costs and promotional activities; as such, an individual 
restaurant’s cash flows are not generally independent of the 
cash flows of others in a market. If an indicator of 
impairment (e.g., negative operating cash flows for the most 
recent trailing 24-month period) exists for any grouping of 
assets, an estimate of undiscounted future cash flows 
produced by each individual restaurant within the asset 
grouping is compared to its carrying value. If an individual 
restaurant is determined to be impaired, the loss is 
measured by the excess of the carrying amount of the 
restaurant over its fair value as determined by an estimate 
of discounted future cash flows. 

Losses on assets held for disposal are recognized when 

ceased operations as well as other assets that meet the 
criteria to be considered “available for sale”. 

FAIR VALUE MEASUREMENTS 

The Company measures certain financial assets and 
liabilities at fair value on a recurring basis, and certain non-
financial assets and liabilities on a nonrecurring basis. Fair 
value is defined as the price that would be received to sell 
an asset or paid to transfer a liability in the principal or most 
advantageous market in an orderly transaction between 
market participants on the measurement date. Fair value 
disclosures are reflected in a three-level hierarchy, 
maximizing the use of observable inputs and minimizing the 
use of unobservable inputs. 

The valuation hierarchy is based upon the transparency 
of inputs to the valuation of an asset or liability on the 
measurement date. The three levels are defined as follows: 
  

  

• Level 1 – inputs to the valuation methodology are quoted 
prices (unadjusted) for an identical asset or liability in an 
active market. 

• Level 2 – inputs to the valuation methodology include 
quoted prices for a similar asset or liability in an active 
market or model-derived valuations in which all 
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The Company has long-term contractual obligations primarily in
the form of lease obligations (related to both Company-operated
and franchised restaurants) and debt obligations. In addition, the
Company has long-term revenue and cash flow streams that
relate to its franchise arrangements. Cash provided by operations
(including cash provided by these franchise arrangements) along
with the Company’s borrowing capacity and other sources of
cash will be used to satisfy the obligations. The following table
summarizes the Company’s contractual obligations and their
aggregate maturities as well as future minimum rent payments
due to the Company under existing franchise arrangements as of
December 31, 2010. See discussions of cash flows and financial
position and capital resources as well as the Notes to the con-
solidated financial statements for further details.

Contractual cash outflows Contractual cash inflows

In millions
Operating

leases
Debt

obligations(1)
Minimum rent under

franchise arrangements

2011 $ 1,200 $ 8 $ 2,349

2012 1,116 2,212 2,289

2013 1,034 1,007 2,216

2014 926 708 2,120

2015 827 675 2,001

Thereafter 6,018 6,818 15,379

Total $11,121 $11,428 $26,354

(1) The maturities reflect reclassifications of short-term obligations to long-term obliga-
tions of $1.2 billion, as they are supported by a long-term line of credit agreement
expiring in March 2012. Debt obligations do not include $77 million of noncash fair
value hedging adjustments or $201 million of accrued interest.

The Company maintains certain supplemental benefit plans
that allow participants to (i) make tax-deferred contributions and
(ii) receive Company-provided allocations that cannot be made
under the qualified benefit plans because of IRS limitations. At
December 31, 2010, total liabilities for the supplemental plans
were $439 million. In addition, total liabilities for international
retirement plans were $153 million and the Company recorded
gross unrecognized tax benefits of $573 million.

Other Matters

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management’s discussion and analysis of financial condition and
results of operations is based upon the Company’s consolidated
financial statements, which have been prepared in accordance
with accounting principles generally accepted in the U.S. The
preparation of these financial statements requires the Company
to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses as well as
related disclosures. On an ongoing basis, the Company evaluates
its estimates and judgments based on historical experience and
various other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates
under various assumptions or conditions.

The Company reviews its financial reporting and disclosure
practices and accounting policies quarterly to ensure that they
provide accurate and transparent information relative to the cur-
rent economic and business environment. The Company believes
that of its significant accounting policies, the following involve a
higher degree of judgment and/or complexity:

• Property and equipment

Property and equipment are depreciated or amortized on a
straight-line basis over their useful lives based on management’s
estimates of the period over which the assets will generate rev-
enue (not to exceed lease term plus options for leased property).
The useful lives are estimated based on historical experience
with similar assets, taking into account anticipated technological
or other changes. The Company periodically reviews these lives
relative to physical factors, economic factors and industry trends.
If there are changes in the planned use of property and equip-
ment, or if technological changes occur more rapidly than
anticipated, the useful lives assigned to these assets may need to
be shortened, resulting in the accelerated recognition of
depreciation and amortization expense or write-offs in future
periods.

• Share-based compensation

The Company has a share-based compensation plan which
authorizes the granting of various equity-based incentives includ-
ing stock options and restricted stock units (RSUs) to employees
and nonemployee directors. The expense for these equity-based
incentives is based on their fair value at date of grant and gen-
erally amortized over their vesting period.

The fair value of each stock option granted is estimated on
the date of grant using a closed-form pricing model. The pricing
model requires assumptions, which impact the assumed fair val-
ue, including the expected life of the stock option, the risk-free
interest rate, expected volatility of the Company’s stock over the
expected life and the expected dividend yield. The Company uses
historical data to determine these assumptions and if these
assumptions change significantly for future grants, share-based
compensation expense will fluctuate in future years. The fair
value of each RSU granted is equal to the market price of the
Company’s stock at date of grant less the present value of
expected dividends over the vesting period.

• Long-lived assets impairment review

Long-lived assets (including goodwill) are reviewed for impair-
ment annually in the fourth quarter and whenever events or
changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. In assessing the recoverability of
the Company’s long-lived assets, the Company considers
changes in economic conditions and makes assumptions regard-
ing estimated future cash flows and other factors. Estimates of
future cash flows are highly subjective judgments based on the
Company’s experience and knowledge of its operations. These
estimates can be significantly impacted by many factors including
changes in global and local business and economic conditions,
operating costs, inflation, competition, and consumer and demo-
graphic trends. A key assumption impacting estimated future
cash flows is the estimated change in comparable sales. If the
Company’s estimates or underlying assumptions change in the
future, the Company may be required to record impairment
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Share-based Compensation

The Company maintains a share-based compensation plan which authorizes the granting of various equity-based incentives including
stock options and restricted stock units (RSUs) to employees and nonemployee directors. The number of shares of common stock
reserved for issuance under the plans was 70.9 million at December 31, 2010, including 31.2 million available for future grants.

STOCK OPTIONS

Stock options to purchase common stock are granted with an exercise price equal to the closing market price of the Company’s stock on
the date of grant. Substantially all of the options become exercisable in four equal installments, beginning a year from the date of the
grant, and generally expire 10 years from the grant date. Options granted between May 1, 1999 and December 31, 2000 (approximately
5.8 million options outstanding at December 31, 2010) expire 13 years from the date of grant.

Intrinsic value for stock options is defined as the difference between the current market value of the Company’s stock and the
exercise price. During 2010, 2009 and 2008, the total intrinsic value of stock options exercised was $500.8 million, $302.5 million and
$549.5 million, respectively. Cash received from stock options exercised during 2010 was $463.1 million and the actual tax benefit real-
ized for tax deductions from stock options exercised totaled $139.0 million. The Company uses treasury shares purchased under the
Company’s share repurchase program to satisfy share-based exercises.

A summary of the status of the Company’s stock option grants as of December 31, 2010, 2009 and 2008, and changes during the
years then ended, is presented in the following table:

2010 2009 2008

Options
Shares in
millions

Weighted-
average
exercise

price

Weighted-
average

remaining
contractual
life in years

Aggregate
intrinsic
value in
millions

Shares in
millions

Weighted-
average
exercise

price
Shares in
millions

Weighted-
average
exercise

price

Outstanding at beginning of year 47.8 $38.16 53.4 $34.88 67.5 $31.85

Granted 4.5 63.26 5.6 56.94 5.3 56.55

Exercised (13.6) 33.84 (10.7) 31.17 (18.7) 29.97

Forfeited/expired (1.3) 46.03 (0.5) 47.22 (0.7) 37.53

Outstanding at end of year 37.4 $42.47 5.1 $1,281.8 47.8 $38.16 53.4 $34.88

Exercisable at end of year 26.4 $35.88 3.8 $1,077.3 35.4 40.8

RSUs

RSUs generally vest 100% on the third anniversary of the grant and are payable in either shares of McDonald’s common stock or cash,
at the Company’s discretion. Certain executives have been awarded RSUs that vest based on Company performance. The fair value of
each RSU granted is equal to the market price of the Company’s stock at date of grant less the present value of expected dividends over
the vesting period.

A summary of the Company’s RSU activity during the years ended December 31, 2010, 2009 and 2008 is presented in the following
table:

2010 2009 2008

RSUs
Shares in
millions

Weighted-
average

grant date
fair value

Shares in
millions

Weighted-
average

grant date
fair value

Shares in
millions

Weighted-
average

grant date
fair value

Nonvested at beginning of year 2.8 $46.33 3.0 $40.88 3.4 $35.94

Granted 0.7 56.09 0.9 50.34 0.8 51.10

Vested (1.1) 42.08 (1.0) 34.56 (1.1) 30.38

Forfeited (0.1) 49.61 (0.1) 43.87 (0.1) 40.41

Nonvested at end of year 2.3 $51.17 2.8 $46.33 3.0 $40.88

The Company realized tax deductions of $7.1 million from RSUs vested during 2010. The total fair value of RSUs vested during
2010, 2009 and 2008 was $66.8 million, $59.9 million and $56.4 million, respectively.
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