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Our Purpose & Impact

What matters to you
matters to us.

Here at McDonald’s, our purpose is to feed and foster communities.

When we say, “billions served,” we're notjust talking aboutburgers. We're talking about
serving ourcommunities, customers, crew, farmers, franchiseesand suppliers.
Because we believe there’sa difference between beinginacommunityandbeing part
ofone.

City lines,county lines, even state lines. These thingsdon’tcreate communities.
Peopledo.We're consistentlyinspired by the way people cometogetherin waysbig
and small to supporttheircommunities. Butthey can’t afford to go it alone —theyneed
supportnowmorethanever.

Inresponse, we're prioritizing ourroleand commitmentsin the tens of thousands of
communitieswe operatein. We're also speaking up aboutourimpactonthe
communitieswe have been serving formorethan 65years, and howwe plan to feed
and foster the future of those communitiesoverthe next65 years.

How can McDonald’smake the biggestdifference? Aswelook to the future, we believe
we can havean even greaterimpactbyfocusing on fourareas that matter to our
communities.



Impact Strategy & ESG Reporting

We believethat having a positiveimpactin communities, while maintaining the
growth and success of the McDonald’s System, is fundamental to howwe operate.

Thatincludesreporting on our environmental, social and governance (ESG)
managementand sharing the collectiveimpactof our business and partners.

Progress Highlights

e DiversitySnapshot (PDF - 342 KB)

e 2021 ClimateRisk & Resiliency Summary (PDF — 3.82 MB)

e 2020-2021Purpose & ImpactProgress Report (PDF —5.26 MB)
e 2020 SASBIndex(PDF —162KB)

e 2020-2021SDG Index(PDF -282 KB)

Managing Our Impact

As oneof the world’s largest restaurant companies,we believewe havea
responsibilityto ensure long-term, sustainable value creation for shareholders while
taking action on some of the world’s most pressing social and environmental
challengesthat are importantto our stakeholders.

To manage ourimpactcarefullyand hold ourselvesaccountableacrossarange of ESG
issues, we have strategies, goalsand performanceindicators thatwe report against
annually. Thisseriesof global commitments can make a difference atscaleand drive
industry-wide change,including climate action, packaging and waste, sustainable
agriculture, kids’'nutrition, youth employability,and advancingdiversity, equity and
inclusion acrossour Company,industryand communities.

The Our Purpose & Impact section of our websiteis designed to bea living reporting
platform where people can see howwe're doing year-over-yearand understand the
impactwe're having. We provide the latestupdates on arange of impactareasacross:

e FoodQuality & Sourcing

e OQurPlanet

e CommunityConnection

e Jobs,Inclusion & Empowerment

Helping Support the Sustainable Development Goals

Our strategies to manage environmental and social issues also support progress
toward the UN Sustainable Development Goals (SDGs),aglobal agendato end
poverty, protect the planetand ensure prosperityfor all. Details of how ourwork
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contributesto the SDGsare availableon each relevantimpactarea page. We havealso
compiled thisinformationinto a single document, available to download.

Reporting on Our Impact

We are committed to communicating our performanceregularly and transparently.
The Our Purpose & Impact section of our website is designed to be a living reporting
platform.We also report against external frameworks, including CDP,and publish
these reports on this page.

Reporting Scope

Unlessotherwise stated, informationand dataacrossthe Our Purpose & Impact
section covers McDonald’s Corporation and its majority-owned subsidiaries
worldwide during fiscal year 2020 (Januaryto December).

For ourdevelopmentallicensee and affiliate markets (those notoperated by the
Company),we rely entirely on the accuracy of the performance data provided by their
management.Formoreinformationon the Company’s structure and scope, please
see the Company’s Annual Report.Inaddition, certaininformation in thisreporthas
been provided by third parties,includingour suppliers.Inthese cases, we haverelied
onthese third partiesfor accuracy and completeness.

Statements contained in these web pagesabout future developmentsand past
occurrences are based oninformation and assumptionsavailable asof the date of
publication. While we are committed to providingtimelyupdates on ourwebsite, the
Companyholdsno obligation to update informationor statements.

Reporting Boundaries

Our Franchiseesand suppliersare independentbusiness ownerswho make decisions
fortheir own organizations while maintaining core standardsforourbrand and
customer satisfaction.We cannot prescribe solutionsforthem. Rather,we workin
collaborationto raise awarenessand providetoolsand opportunitiesto help them
manage ESG issues. We work with suppliersto mutually set objectivesand targets,
monitor progressand engage collaboratively on shared innovation opportunitiesand
challenges. Through self-managed excellence, suppliersare encouraged to identify
and managekeyESG risksand opportunitieswithin theirown companies,and
incorporaterelevantgoalsinto theirbusiness strategies.

Companyemployeesand Company-owned restaurantsarein our direct sphere of
control. Therefore,many of the measures start with Company restaurants, with aplan
to demonstrate success and expand measurement,as moreindependent Franchisees
choosetoimplementsustainability initiatives.


https://corporate.mcdonalds.com/content/dam/gwscorp/assets/ourpurposeimpact/McDonalds_PurposeImpact_SDGIndex_2020_2021.pdf
https://corporate.mcdonalds.com/corpmcd/investors/financial-information.html#%23annualReports

Governance & Stakeholder Engagement

Good governanceiscritical to managing ourimpacton the world. Our governance
structures help us to prioritize ESG issues effectively and guide our actionsand
performance across issues. Oversightby our Board of Directors and engagement
among our cross-functional leadership teams, working groups, Franchisees and
suppliers helps us to managethese issues and seek to deliverlong-term value for
stakeholders.

Because we knowwe cannotachieve ourgoalsalone, we are committed to working
collaborativelywith arange of stakeholdersand communicating our progressand
learningstransparently. Our stakeholderrelationshipshelp usidentify global andlocal
priorities,and develop responsible and appropriate actionsto addressthem.

Performance & Reporting

Our Performance & Reporting page providesup-to-date details of our commitments
and goal progress at a glance.Our goalsand performance are anindication ofthe
transformation we're making to realize our purpose. Tracking performance year-
over-year is how we stay accountable for driving positiveand meaningful impact.

Key Definitions

e McDonald's: Ourglobal brand,unless specified otherwise.

e We/TheCompany: McDonald’s Corporation andits majority-owned subsidiaries
worldwide.

o TheSystem: The Company,its Franchiseesand suppliersare collectivelyreferred
to asthe “System”;also known asMcDonald’s “three-leggedstool”.

e Franchisees:Collective group ofindependentindividuals and entitiesowning and
operating McDonald’srestaurantsunderone of the following structures —
conventional franchise,developmentallicense or affiliate; for moreinformation,
please see the Company’s Annual Report.

McDonald’srestaurants/Restaurants: Includesrestaurants owned bythe
CompanyanditsFranchisees.

Forward-Looking Statements

Our ESG reporting on our Global Purpose & Impactwebpages contains certain
forward-looking statementsor projections,which reflect our expectationsregarding
future events, performance and goalsand involve anumber of risksand uncertainties.
Generally speaking,any statementin thisreportnotbased upon historical factisa
forward-looking statement. Forward-looking statements can also beidentified by the
use of forward-lookingorconditionalwords, such as “could,” “should,” “can,”
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“continue,” “estimate,” “forecast,” “intend,” “look,” “may,” “will,” “expect,” “believe,”
“anticipate,” “plan,”“remain,” “confident” and “commit” or similar expressions.In
particular, statements regarding our plans, strategies, prospects, goalsand
expectationsregarding ourbusinessand industry are forward-looking statements.
Youshould notrely unduly on forward-looking statements. These are notguarantees
of performance and speak onlyasof the date the statementismade. Factors that
could cause actual results to differ materiallyfrom ourexpectationsare detailed in the
Company’sfilingswith the U.S.Securities and Exchange Commission. The Company
undertakesno obligationto update such forward-looking statements, exceptas may
otherwise be required by law.
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Governance & Stakeholder Engagement

Our customers, employees, investors and other certain stakeholdersexpect us to
proactivelymanageimportantenvironmental,social and governance (ESG) issues.
We are committed to addressing both howthese issues impact our business and
how our management of these issues impacts the world.

Understanding and effectively managing ESG issues through ongoing stakeholder
engagementand robustgovernance structures is part of operating our business
responsibly. The benefitsinclude minimizing risk, maximizing shared value, ensuring
brand trust and buildinglong-termresiliency.

Prioritizing ESG Impact Areas

McDonald’s prioritizesenvironmental and social issues that are of the highest
importanceto our stakeholdersand where the business can have the greatest impact.
We continuously gatherinternal and external insights to help usunderstand where to
prioritize our efforts and to help us evolve our strategy and tailor our reporting. This
includesengagingwith certain stakeholdersto help inform ourapproachand the
evolution of keyissues, quantitative and external data gathering,and internalreviews.

The Company'srisk managementprocessalso identifiesand addressesabroad range
ofrisks thatcan directlyorindirectlyimpactthe organization,includingrisksrelated to
environmental and social issues. Therisksare determined as substantive based on a
variety of quantitative and qualitative factorsthat ourrisk managementprocessuses
to monitorand assessthe complexity of these topics. Thisincludesengaging
stakeholdersabout ourapproach and theevolution of keyissues, quantitativeand
external data gathering,internal reviewsand analytics.

Inaddition, our prioritizationof issuesis informed by the United Nations Sustainable
Development Goals (SDGs),launched in 2015. The goals aimto supportglobal
challengesacrosssectors, such as those related to inequalityand climate change. The
SDGshelped us look more closelyatwhere we can contribute with our partners, and
today,our Impact Strategy takes into accountarange of connectionsto these multi-
stakeholderefforts. For more detail on how ourwork contributesto the SDGs, please
see eachrelevantimpactpage. We havealso compiledthisinformationintoa single
document, available to download.

Governance

Good governanceisessential to manageour priority ESG issues, drive collaboration
and accountabilityacross the business and help us deliverlong-term value for
stakeholders. The following are our key governance bodies:


https://corporate.mcdonalds.com/content/dam/gwscorp/assets/ourpurposeimpact/McDonalds_PurposeImpact_SDGIndex_2020_2021.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/ourpurposeimpact/McDonalds_PurposeImpact_SDGIndex_2020_2021.pdf

Our Board of Directors

As partof the Company’s Corporate Governance,the McDonald's Board of Directorsis
responsiblefortheoversightof ourbusiness inan honest, fair,diligentand ethical
manner.Among other responsibilities, the Board actively overseesand reviews the
Company’sstrategic direction,objectivesand enterpriserisk management. To
achieve ourgoalsand fulfill our purpose, we believeitiscrucial thatour Board reflects
the diversity of the communitieswhere we operate. We are proud that half of our
Board membersare women or self-identifyas members of historically
underrepresented racial orethnic groups.In addition,we activelyengage Board
membersacross ESG topicsand look formembersto possessthe specialized ESG
expertise needed to effectively guide our efforts.

Sixstanding Board of Directors committees - Audit & Finance, Compensation,
Governance, Public Policy & Strategy, Sustainability & Corporate Responsibility,and
Executive - supportthe Board'soversight.

In particular,the Sustainability & Corporate Responsibility Committee monitorsand
oversees the Company’s strategies and management of environmentaland social
issues. The Committee also monitorsthe Company'sdevelopmentand achievement
of sustainability goalsand metrics. The Committee regularly reportsto the full Board
regarding itsactivities. From timeto time,other Board committeesand the full Board
receivereports onthe Company’smanagementof environmentaland socialissuesas
circumstanceswarrant.

Cross-Functional Leadership Team

McDonald’s cross-functional senior leadership approach was established in 2016,
bringing together senior executives from across the Company who are accountable
forleading McDonald’sImpact Strategy. In 2020, we announced a newly created role
of Executive Vice President and Chief Global Impact Officer to oversee our ongoing
efforts to havea positiveimpactaround the world. Thisteam of leaders has evolved
with our strategy and reports to the President and Chief Executive Officer (CEO) of
McDonald's Corporation.Leading officers include:

e Executive Vice Presidentand Chief Global Impact Officer

e Executive Vice Presidentand Global Chief People Officer

e Executive Vice Presidentand Chief Supply Chain Officer

e SeniorVicePresidentand Global Chief Marketing Officer

e SeniorVicePresidentGlobal Restaurant Development & Restaurant Solutions
Group

o Executive Vice Presidentand General Counsel and Secretary

Supported by our CEO, theteam meets multipletimes each yearto discuss strategy
and progress. These leadersand theirteams work togetheras our organization


https://corporate.mcdonalds.com/corpmcd/investors/corporate-governance.html
https://corporate.mcdonalds.com/corpmcd/investors/corporate-governance/governance-resources.html

strives to fulfill our overall globalaims,goalsand actionsrelated to priorityimpact
areas.

Together, they have responsibility for establishing plansand monitoring progress
to achieve our goalsand commitments. From time to time, we share our progress
globallythrough our brand communicationsand across the local markets.

Cross-Functional Working Groups

Thecross-functional leadershipteam is supported by cross-functional working
groups made up of representatives from departmentsacross ourglobal business.
Thesegroups work toimplementglobal andlocal strategiesthatdriveaction and
progressagainstour priorityimpactareas. Theyalso work with third -party
organizationsto monitorand collaborate onissues,coordinate and prioritize
engagementwith stakeholders, strengthen data systems, promoteinternal alignment
and oversee the execution of our globalimpactreporting strategy.

Partnering With Franchisees and Suppliers

Theleadersof each McDonald’s markethave responsibility forworking with their
teams to engagelocal Franchiseesin ourinitiativesand programs. Ourlocal
community presenceisfoundationalto ourglobal brand. Each of our priorityimpact
areas comesto lifethrough leadership from local Franchisees,investmentsinlocal
community partnerships,engagementin the communities of farmersand suppliers,
and through the experiences of millions of customersin theirlocal McDonald’s
restaurants.

Beyond commercial,foodand product safety,and food quality responsibilities, the
Global Supply Chain function hasresponsibility formanagingourglobal supply chain
policies,goalsand commitments, setting responsible sourcing expectationsfor
suppliersand coordinating with market supply chainteamsto engage suppliersatthe
locallevel.

Stakeholder Engagement

Our business environmentsand markets are constantly evolving,influenced by
globaltrends and concerns that affect us all. With this in mind, we regularly work
with key external stakeholders to engageonissues that matter mostand tolearn
from their insightsand relevant expertise.

We'vedeveloped lasting relationships with experts from academia,nongovernmental
organizations (NGOs), the sociallyresponsible investment community and others.

Through this collaboration we can betterunderstand and advance progresson arange
ofimpactareas.

Investors & Shareholders
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We knowthatourinvestorsand shareholdersareincreasinglyinterested in ESG issues
and engaging directly with businessesto drive continuousimprovement. We keep our
investorsinformed of our progressand effortsthrough regular webcasts, direct
meetingsand annual reporting on our website. In responseto investorfeedback, we
continueto leverage the Sustainability Accounting Standards Board (SASB) Reporting
Guidanceand publish a SASBIndexto help investorsfind relevantinformation through
thisframework. We recognize theimportance of understanding and disclosing
climate-related risksand opportunitiesforourbusinessandlook to the
recommendationsofthe Task Force on Climate-related Financial Disclosures (TCFD)
to guide ourapproach.

Nongovernmental Organizations

We engage with arange of certain NGOsto help provide external insightsand
perspective thatinform and shape our strategies and management of ESG issues.
Working with external experts complementsand stretchesour thinking, driving
greater impact. We often partner with NGOsto help us develop and implement
initiativeson the ground and to facilitate multi-stakeholderand industry-wide
collaborationsthatdrivechange atscale.

For example, World Wildlife Fund (WWF) helped us shape our 2020 responsible
sourcing commitmentsthrough anindependentanalysisof oursupplychainin 2010,
which helpedusidentifytheraw materialsthatrepresented the biggest sustainable
sourcing opportunitiesforusto prioritize. Sincethen, WWF has continued to be akey
advisoron ourenvironmental strategies, such as our forests commitment,in addition
to partnering on specific programswith suppliersand other companies, such as

the ReSource: platform.

Policymakers

We engage with policymakersto inform them of our commitmentsand progressin
relation to ESG issues andto collectfeedback thatinformsourwork.

Franchisees, Suppliers & Producers

OurindependentFranchisees, suppliers,farmersand producersareanintegral partof
our business; we work closely with them to inform, shape and partneron ourImpact
Strategy. For example, togetherwith our suppliers,we work toward more sustainable
agriculture practices, leveraging theirinsights, expertise and partnershipsto drive
effective action acrossthe supply chain. Additionally, because most of ourrestaurants
are run by independentFranchisees,McDonald’shasdeep rootsin supporting
communities,whetherthat's providingadelicious meal,volunteering in the
neighborhoodorhelping duringatime of need.

Crew & Corporate Staff
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Whetherin restaurants oroffice buildings, the people who work at McDonald'sare the
face of our brand and critical to our success. Assuch, we wantto keep them involved
with everything thathappensat McDonald’s. To do so,we have developed several
channelsthrough which crew membersin our corporate-owned restaurantsand
corporate staff can communicate theirthoughts,concernsand ideasfor
improvements. We also hosttown hall meetingsand offer face-to-face meetingsto
keep everyone up to date with the latest companydevelopments.

Customers & Communities

We value the opinionsof ourcustomersand communities all around the world and
understand theirdesire to support companiesthatshare theirviewsonresponsible
business. We keep our customers engaged through our social media platformsand
communication portals,aswell asoffering a hotline wherethey can getintouch to
share theirthoughtsandideas.

We havealonglegacy ofinitiatives designedto provide our neighborswith crucial
supportand care. We also work with a range of local organizationsto provide aid
during timesof crisis.

Key Collaborations

* Nearly50years ago,McDonald’scametogetherwith othercommunity
organizationsto build the firstRonald McDonald House Charities® (RMHC) house.

e We haveworked with WWEF since 2010 to develop ourresponsible sourcing
practices, climateaction strategy, and packaging and waste journey,and to
assess deforestationrisksin our supplychains.

o Throughthe Global Roundtable for Sustainable Beef (GRSB), which McDonald’s
was a founding member of in 2011, we work to drive action around beef
sustainability.

e McDonald'swasthefirst global restaurantcompanyto set greenhouse gas
emissionsreduction targetsapproved bythe Science Based Targets initiative.

e AllianceforaHealthier Generation hassupported ussince 2013 in evolving our
menuto offermore healthy optionsforkidsand families.

e Inpartnership with Conservation International, we developed our McCafé
Sustainability Improvement Platform, supporting coffee suppliersto develop
moreresilientcommunities and sustainablelivelihoods.

e Ouremployeebusiness networks (EBNs) help promoteaninclusive work
environment, fosterrelationships, support careerdevelopmentopportunitiesand
growthe business.

e In2014, we signed ontothe New York Declaration on Forests, a shared
commitmentto end deforestation by 2030. Read more about Conserving Forests.

e In2020, McDonald’sengagedMayo Clinic,a global leaderin seriousand complex
healthcare,to provide counsel and expertiseininfection preventionand control.
Learn moreabout how McDonald’s works with Mayo Clinic.
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We continueto advocateforresponsible climate policy,including servingin the
Leaders’ Circle of AmericalsAllIn (formerly We Are Still In),and with Ceres as
members of their Business for Innovative Climate and Energy Policy (BICEP)
network. With these networksand a coalition of businesses, cities, states, faith
groups, cultural institutions, healthcare organizationsand universities, we
recently supported the United States government’s effortsto elevate the
importance of climate change and meetingthe Paris Agreement.Read more
aboutClimate Action.

As farback as 1996, we have worked with Dr. Temple Grandin to develop our
animal welfare auditing program.In 2018, McDonald'sformed the Chicken
Sustainability Advisory Council (CSAC),whichincludesgenetics experts,farm
managementconsultantssuch asFAIFarms, leading academicsand
researchers, such as Dr. Temple Grandin and Dr.Harry Blokhuis,and NG Os,
including the WWF.

Our membership of the Roundtable on Sustainable Palm Oil highlights
McDonald’scommitmentto only source sustainable,deforestation-free palm oil
forour products.

Through ourFlagship Farmers Program,launched in2007, we are working with
and showcasing farmerswho are pioneering best practicesin agricultural
sustainability.

13


https://www.ceres.org/homepage
https://www.wemeanbusinesscoalition.org/ambitious-u-s-2030-ndc/?utm_source=linkedin&utm_medium=social&utm_campaign=US_NDC
https://www.wemeanbusinesscoalition.org/ambitious-u-s-2030-ndc/?utm_source=linkedin&utm_medium=social&utm_campaign=US_NDC
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/our-planet/climate-action.html
https://rspo.org/

Food Quality & Sourcing

We Are Sourcing Delicious, Quality Ingredientsin Responsible
Ways

We are helping to create a future of quality, secure and sustainable food because
how our food is produced and where it comes from matter to our customers,
communitiesand the environment. Thisincludes sourcing quality ingredientsin
responsible ways and supporting farming communities. When it comesto nutrition,
we are focused onfamiliesand children,as that's where we believe we can havethe
biggestimpact.

“We want people to leave our restaurants feeling good about eating our food — not just
becauseit’s delicious, but also we source quality ingredients and give customers options.
We will continue to invest in strong partnerships with suppliers and farmers around the
world and deliver on customer expectations by evolving our menu and offering balanced,
wholesome options the whole family can enjoy.

Alistair Macrow, Senior Vice Presidentand Global Chief Marketing Officer, McDonald's
Corporation
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Our Impact Areas

Food Safety

The safety and quality of our food is
our top priority and we are constantly
innovating to ensure wemeet and
exceed our customers’ expectations.
We integrate food safety into every
aspect of our operations, including
food sourcing, menu development,
packaging, distribution and logistics,
and the daily running of our
restaurants..

Responsible Antibiotic Use

We believeantibiotic resistanceis a
critical public health issue and we
want to play our part to help preserve
antibiotic effectiveness for future
generations. That's why weare
partnering with suppliers,
veterinarians, academiaand farmers
to ensure the responsible use of
antibiotics in our supply chain. Since
February 2019, we'vetracked
antibiotic use in over2.9billion birds
from 80 suppliers for 88 separate
medicines, resulting in significant
reductionsin antibiotic use across
our supply chain. Inthe U.S, the
chicken we serve has been free of
antibiotics important to human
medicine since 2016.**

Nutrition & Marketing Practices

We know how important delicious
food is in bringing families together,
to share moments and create lasting
memories. Parents are looking for
menu choices that they can feel good
about feeding their kids, and that’s
why we’re focused on evolving the
Happy Meal and making balanced
meals more accessible tofamilies
around the globe. Across our 20 major
markets* half of all beverages soldin
Happy Meals were water, milk or juice
in2019, and over2.5 billion Happy
Meal items sold since 2018 contained
fruit, vegetable, low-fat dairy, water,
lean protein orwholegrains.

kB RN
Animal Health & Welfare

We care about the health and welfare
of the animals in our supply chain,
whichis why we partneracross our
supply chainto drive toward
continuous improvement throughout
their lives. We are helping to bring
about positive change, ensuring the
chicken, eggs, beef and pork we
source come fromsuppliers who
share our commitment to animal
health and welfare. We also rely on
strategic relationships with experts
who provide guidance on our policies
and implementation strategies in
each of our local markets.
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Responsible Sourcing

McDonald’s partners with a global
network of suppliers and farmers to
provide quality ingredients and
packaging materials. By engaging our
supply chain,we havegreater
visibility and can support more
sustainable production, so we can
continue to serve our customers the

delicious meals they know and love.
We have set ambitious goals to guide
our responsible sourcing efforts,
focusing on the products with the
most potential to create positive
change: beef, chicken, coffee, palm
oil, fish and fiber-based packaging.

Farming Communities
At the heart of our supply chain are
the farmers, ranchers and producers
who grow our ingredients,and we
want every one of themto thrive —
from large agricultural businesses to
smallholders and family farms.
Through our Flagship Farmers
Program, we're recognizing and
connecting farmers who are leading
the industry with pioneering practices
that are ethical, sustainableand
economically viable. We're also
investing in farmer programs that
helpimprove practices, ensure
livelihoods and respecthuman rights,
such as our McCafé Sustainability
Improvement Platform (McCafé SIP)
for coffee farmers.



Supply hin Hu‘m;n Rights

We expect all suppliers, regardless of
the cultural, socialand economic
context, to meet our expectations of
fundamental rights forall people as
established by the United Nations
Declaration of Human Rights. This
means treating their employees with
fairness, respect and dignity, and
following practices that protect the
health and safety of the people
working in their facilities. Our Supplier
Code of Conduct and our Supplier
Workplace Accountability (SWA)
program aimto help suppliers
understand our expectations, verify
compliance with our expectations
and work toward continuous
improvement.

*U.S.,Canada, Brazil, Argentina, UK, France, Germany, Austria, Spain, Netherlands, Italy, Poland, Sweden, Switzerland,

e <5 L S,
Sustainable Agriculture & Beef

We want to make sure the beefin our
burgers contributes to a sustainable
food system in which communities,
animals and the planetthrive. We
know that we don’t yethave all the
answers, but we’re engaging with
expert groups, farmers and industry
to test and scale more sustainable
and regenerative practices that help
protect nature, reduce greenhouse
gas (GHG) emissions and secure
farmer livelihoods. Forexample, we
have teamed up with the World
Wildlife Fund (WWF), Walmart
Foundation and Cargill to improve
grazing management practices
across one million acres of land in the
Northern Great Plains — one of the last
remaining temperate grasslandsin
the world. These efforts help us
reduce GHG emissions and enable us
to progress toward our climate
commitment

Russia, Hong Kong, China, Japan, Taiwan, Australia.

**Farmers still use ionophores, a class of antibiotics that are not prescribed to people, to help keep chickens healthy.
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Food Safety

Why It Matters

Providing safefood is our number one priority and a responsibility that we take
seriously. Our customers expect McDonald’sto maintain food safety standards and
protocolsand we're working hard to ensure we always meet those expectations.

Food safety hasbeen at the core of everything we do fordecades. We integrateitinto
every aspect of our operations—from food sourcing andmenudevelopmentto
packaging,distributionand logistics,and the daily running of ourrestaurants. To mark
our commitmentto food safety, we celebrate World Food Safety Dayin June,which
was established by the United Nationsto bring globalattention to this priority topic.

Our Strategy

Food safety is acollaborative effort that starts long beforefood productsreach
restaurants. We work closely with arobust network of farmersand suppliersto ensure
safe foodisthe numberone priority foreveryonein ourvaluechain. To do this,
McDonald’srenewed and refreshed our Global Food Safety Strategyin 2019, which
ensures we integrate food safety into the design of food, packaging, equipmentand
restaurants, as well as operational proceduresand employeetraining. The strategyis
centered onthree operating principles:
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1. Thesafety ofour food and thatof our customersisnon-negotiable and top
priorityforMcDonald’s.

2. Ourfood safety protocolsare science-based and validated by external third
parties.

3. McDonald’sfostersa culture of food safety from farm to fork. Thismeansworking
with farmers, suppliers,distribution centers and restaurants to ensure food safety
at every step along the way.

We also developed a new Global Food Safety Structure, receiving supportfrom
McDonald’sleadershipto add moreresourcesto the global teamin 2020 and 2021.
Through the new structure, we have dedicated resources in the areas of global food
safety risk managementand food safety standard deploymentand training. Our newly
formed Food Safety Field Service Team supports our McDonald’'s marketsto ensure
they havereceived training and are operatingin compliance with our Company’s
standardsand expectations. Theteam also facilitates best practice sharing. The
membersofthisteam are strategicallylocated in the Middle East, Europe and Latin
America,enablingstrong connectionto the DevelopmentalLicensee (DL) marketsand
helping to elevate ourfood safety culture globally. Despite starting itsoperationsfairly
recently, we are already experiencing enhanced communicationbetween globaland
marketswith updated food safety policies, standardsand training programs.

To makesure our policiesand proceduresare upheld throughout our supply chain,we
focus on assessing potential risks with our suppliersas well. Thisincludes supplier
selection/approvaland onboarding; training and calibration with suppliersand
farmers; and third-party auditsfor suppliers, distribution centersand restaurants to
ensure compliance with ourhigh standards.

Elevating Food Safety Culture

We recognizetheimportance of havinga strong food safety culture within our
Companyforeveryonefrom crew membersto the CEO. Thatis why we have ongoing
programsto educate employeesabout safe food handlingwith our suppliers,and
provideregularfood safetytrainingsforrestaurant operatorsand staff. Restaurant
crew membersreceivetraining on food safety during the onboarding process, with
managersundergoing a morerobustlearningprogram.Webinarsare held to train our
marketfood safety and qualityleads on the mostup-to-date food safety, hygieneand
sanitation standards.

In 2020, McDonald’s developed training for all corporate staff as part of our e-learning
modules. In the U.S., we also hold supplier calibration and trainings to ensure alignment.

As an example ofthisimportantwork,in Latin America,our Franchisee Arcos Dorados
launched the Be Safe Food Protection Program to reinforce Company culture and
supportthe improvementplanforRestaurant Food Safety Audit Results. Be Safeisa
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foundational programreinforcing a culture of service to our customers and
employees,andissponsored by Arcos Dorados’ Chief Executive Order, Chief
Operating Officerand divisional presidents.In lightof the COVID -19 pandemic, Arcos
Doradoshasevolved thisprogramto include Safetyand Wellness.

In 2020, justover 62,000 employeesin the Arcos Dorados region received food safety
training. This is lower than the previous year, as crew and manager turnover decreased due
to the COVID-19 pandemic.

In2018 McDonald’sused a third party's food safety culture assessment tool
developed by The British Retail Consortium (BRC) Global Standards to conductafood
safety culture assessment of our entire System on a regularbasis, including
representatives of restaurant owners and operators, suppliersand corporate staff
globally. Theresultsinformed the ongoingdevelopment of our Global Food Safety
Strategy. Addressing any gapsidentified duringthe assessment, we are nowfocusing
onfour keyareas where we can elevate our food safety culture:

e Continueto engageourcorporateleaderson food safety.

e Increase visibility of food safety by having relevant food safety training and
communications.

e Investininnovativeapproachestoimprovefood safety practices.
e Reward excellenceinfood safety.

Collaborating With Stakeholders

We work with leading food companies,academia and regulatoryagencieson
advancing food safety standardsand practices globally.In particular:

e WehaveaFood Safety Advisory Council (FSAC)formed of food safety
professionalsand leaders. The group meetsannuallyto listen to progress made
by McDonald’sand to offerguidance on areasforimprovementand current
industry best practices. Conference calls/virtual meetings occur between the
annual meetings.

e McDonald’sparticipatesinthe Global Good Agricultural Practices (GLOBALG.A.P.)
working groupsand the European Food Safety Authority (EFSA) to understand
current and emerging food safety risks. We also contribute to the discussion and
share best practicesto benefitthe food safety communityatlarge.

e Weareamemberof SSAFE,a not-for-profitorganizationthataimsto foster
continuousimprovementand global acceptance of internationallyrecognized
food protection systemsand standards through public-private partnerships.
Whatmakes SSAFEuniqueis its focuson driving collaboration between the
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publicand private sectorto enhancetheintegrity of the food supply chain.In
2020-2021, McDonald’s participated in a collaborationto developasimplefood
safety culture assessment tool forcompaniesto use globally. Thistoolisfree for
all users and will benefitthe entire food industry to elevate food safety culture. On
behalf ofthe SSAFE board, we have been actively sharing learningwith industry
and governmentagenciesto strengthen food safety culture.

e We holdamembershipwith theresearch organization Campden BRland Center
for Food Safety at University of Georgia, USA. Thisenablesusto remain up to date
with the mostcurrent scienceand industry best practices. We also contribute
informationrelated to food safety by sharing ourown best practicesthrough
Campden BRland Center for Food Safety.

e McDonald’'shasateam ofinternal food safety professionalswho keep abreast of
leading science and risk managementaround food safety by participatingin
external meetingsand collaborations with academia,governmentand industry.
Several team membershold advancedscience degreesin Food Microbiology,
Food Science and Food Safety,and are members of the International Association
for Food Protection,an organization with a missionto protectthe global food

supply.
Putting Standards Into Practice

McDonald’shasdevelopedandimplemented science-and risk-based food safetyand
quality standardsthrough collaborationwith internal and external experts. These
standardsinclude the McDonald’s Global Good Agriculture Program (GAP), Supplier
Food Safety and Quality Management Systemsand the Distribution Center Quality
ManagementProgram.Ourraw material and food processing suppliers,as well as
logistic partners,mustimplementand documentcompliance with these standards.

Annual third-party food safety verificationaudits are conducted with our suppliers
(including growerlocationsfor produce and slaughter and deboning facilities for
protein products), distribution centersand restaurant locations. Performance
measure indicatorsare published and reviewed by ourleadership team on a quarterly
basis. Most McDonald’s suppliers, distribution centersand restaurantlocations meet
orexceed our expectations.However,where our requirementsare notmet, corrective
actionsareimplemented and verified.

Food safety standardsare alsoimplemented atevery McDonald’srestaurant.
Restaurant food safety and quality managementprocedures areintegrated into the
McDonald’s Operationsand Training Program andbased on Hazard Analysisand
Critical Control Point principles. Daily checks against key food safety standardsand
proceduresare conducted in all restaurants, whileimplementationof these standards
is verified through internal or third-party audits. We host calibration sessionswith our
approved third-party auditing firmsto ensure auditsare as robust as possible.In 2019,
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we updated our restaurant food safety auditing standards and supplier food safety
and qualityauditguidance.

The COVID-19 pandemic showed usthathygiene and safety are importantdrivers of
brand trust forour customers as well as ouremployeesthroughoutthe supply chain.

We haveidentified opportunitiesto developourhygiene and safety protocols. We are
now using our experience, these learnings and scientific expertise to further
strengthen our standardsand processesand integrate enhancementsinto ourreview
process.

We annuallyreviewour policiesand standardsto identify opportunities for
improvementbased on currentscience and industry best practices. We engage our
stakeholdersduring thereview processto gathertheirinputbefore granting approval
forany new orrevised standardsand policies.

Helping Support the Sustainable Development Goals

Our work to ensure food safety helpssupportthe UN Sustainable Development Goals,
a globalagendato end poverty, protectthe planetand ensure prosperityforall,in
particular:

Goal 2: Zero Hunger
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Our Actions

Ensuring Food Safety From Source to Destination

We're working closely with the produce industry, aswell asrelevantexperts, to lead
the effort on establishing best practicesforon-farm activities,includingthoserelated
to Water Stewardship and soil management,and on-farm food safety risk
assessments. In sourcing protein,McDonald’s has developed an Approved Supplier
List. In order for our suppliersto be partof thispreapproved list,they have to
demonstrate compliance with ourrequirementsand be ableto pass audits. We
provide online McDonald's Global GAPtraining,and regularly update related materials
forour suppliersand farmers. We also hostin-person training forour suppliersand
farmers, as well as local governmentagencies, in variousregions, such asin Asia, Latin
Americaand Europe.

We engage with ourglobal logistics partnersto implement continuoustemperature
monitoring systemsin the trucks that move our produce and ingredients. Thisgivesus
completevisibility of producttemperature during transportation andhelpsus monitor
food safety and qualityinreal time.

Bringing Supplier Training Online in China

In order to maximize supplierengagementand participation infood safety trainings,in
June 2020, we launched thefirstin anew e-learning seriesforsuppliersin China.The
McDonald’s Supply Chain Immerging Courseisopento all suppliersand cross-
functional teamsatMcDonald’s,and istaught over seven modulesthrough training
videosand tests. Themodulescoverimportantinformationonissuesranging from
global product qualityand food safety standards to risk management systemsand
contingency plans.To date, over 856 suppliers, supply chain membersand cross-
functionteam members haveregistered forthe program, with 268 already completing
allseven modules.

McDonald’s China has conducted annualfoodsafety e-learning and certification with
allcompanyemployees (including office staff) forthe past seven years. In 2021,
170,000 employeeswentthrough the e-learning and were certified.

Digitizing Food Safety

We are always lookingfornew opportunitiesto harnesstechnologytoimprove
efficiency.Since 2017, we havelaunched an interactive globalfood safety website to
connectourpeopleall overthe world to learn more about hygiene and safety inafun
way, with McDonald’s CEO, Owner/Operatorsand supplierssharing theircommitment
to food safety. Forour corporate employees, we have developed afood safety e-
learning module to learn more about safe handlingoffood athome.
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We have started a process toimplementdigital food safety atrestaurant level. The
initiative helpsrestaurants more efficiently complete dailyand monthlyfood safety
tasks, such as temperature checksfor cooked meat, monitoring product
temperatures in freezers and chillers,convertingpaperliststo digital checklistsand
recording importantfood safetyinformation. This Digital Food Safety system will be
implemented in allmarketsbythe end of 2022 and will make it easierand faster for our
restaurant employeesand managersto follow proceduresand demonstrate
compliance.

Sharing Food Safety Best Practices

We believefood safety should be a key consideration foreverycompanyin our
industry, nota competitiveadvantage. Thatiswhythe McDonald’s Global Food Safety
Team continuesto beactivelyengaged with a variety of external stakeholdersto share
best practicesand learningsrelated to the mitigation of food safetyrisks. In February
2020, at the Global Food Safety Initiative's (GFSI) Global Food Safety Conferencein
Seattle, USA,a team member shared best practices of the steps McDonald’stakesto
better target food safety trainingsto restaurant employeesand howwe are leveraging
technologyto ensure our food safety standardsand proceduresare communicated
and implemented.

In July 2020, a member of the Global Food Safety Team who serveson the board of
stakeholdersforthe BRC spoke onapanel aboutbusinessresilienceinthefood
industry. Anotherteam member attended a virtual eventat the Institute of Food
Technologistsin June 2020to present findingson the presence and control of the
parasite Cyclospora cayetanensis.Hetook to the virtual stage with leading academic
andregulatory experts, sharing informationwith food safety professionalsregarding
the monitoring and mitigation strategies McDonald’sisimplementing to mitigate the
prevalence of thisorganismin produce.

Inthe first half of 2021, our team membershave continued to participate and speak at
conferences.These include the BRC Food Safety Conference and the IAPF Asian
Conferencein January. Throughout March, they attended the GFSI Global Virtual
Conference and the Center of Food Safety at University of Georgia, USA Annual
Conference,engaged with EFSA emergingrisk taskforceand Consumer Food Safety
Education Conference and acted as co-chairforthe Consumer Food Safety Education
Conference, USA.

Enhancing Support for Food Safety

Our newly formed Food Safety Field Service Team supports McDonald’s markets to
ensure they havereceived training and are operating in compliance with Company
standardsand expectations. Theteam also facilitates best practices sharing,covering
needsfrom farm to restaurant. The membersofthisteam are enabling strong
connectionto all McDonald's DL marketsand helping elevate our food safety culture
globally. Despite starting its operationsfairlyrecently, we are already experiencing
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enhanced communication between globaland markets with updated food safety
policies,standardsand training programs.

Virtually Celebrating Food Safety Week

In June 0f 2020 and 2021, we celebrated food safety week virtually due to the COVID -
19 pandemic.For2021,the themewas “Food Safety Matters Everywhere” with
additionalfocuson hygiene and foreign material prevention. Leadersfrom different
functionsand markets shared their perspectiveson howfood safety matters to
everybodyand howitis connected with McDonald’s core values. We also engaged
with suppliersand markets during the week, with successful features such as “Ask the
Experts” which provided an opportunity for directdialogue between marketfood
safety leadsand global food safety experts.

Recipe for Success

Our Recipefor Success program isdesigned to promote and elevate food safetyand
quality culture and was launched inthe U.K. and Ireland in 2019. Through thisprogram,
our food and packaging are produced to exacting specificationsand highstandards of
food safety and quality.In orderto meet these standards, they need to befully
understood and practiced daily by everyonein our System, no matter what position
they hold. Alongwith suppliers,McDonald’shasdeveloped best practice processesto
drive consistencyandimprovement.

Supporting Digital Connections for Food Safety

During the pandemic, we hosted two global suppliervirtual events,onein October
2020 and anotherin April 2021to share best practices on elevating food safety culture,
controllingfoodsafety hazardsand mitigatingfood safetyrisks. Each eventhosted
over650 global attendeesand were well received.

We continueto hostfood safety training webinars for our suppliersand marketfood
safety leadsvirtuallyin 2021. Between January and June 20 of 2021, we hosted four
webinarswith over 800 attendees.

Taking a Risk—based Approach to Supplier Audits During COVID-19

During the pandemic,McDonald’s Global Food Safety Strategy provided guidance to
markets, suppliersand audit firms regarding arisk-based approach to conducting
food safety audits. Theadvice focused on conducting audits during times of restricted
movementorlockdown situationsin countriesorregionswhere suppliersoperate. A
method of risk quantificationwasused to allowfor certain suppliersto be subjected to
virtual audits.McDonald’s provided audit firmswith specific guidanceand
recommendationsto ensure pre-planning andremote assessment,and reporting/
post-assessmentswere conducted to minimize disruptionsin conducting auditsand
maintain auditquality.In addition, best practice sharing and learningsessions were
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conducted where audit firmswere able to exchangeinformation ontheirchallenges
and successes. Reporting procedures were also changed to differentiate between on-
site and virtual audits.
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Nutrition & Marketing Practices

Progress Highlights

For 8 of our 20 major markets,! at least 50% of their Happy Meal Bundle Offerings meet
McDonald’s Global Happy Meal Nutrition Criteria as of 2019

12 out of 20 of our major markets have removed artificialflavorsand added colorsfrom
artificial sourcesin Happy Meals as of early 2020

12 of our 20 major markets have made nutrition information for Happy Meals available
and accessible through all owned websitesand mobile appsused forordering where
they exist, as of Q22020

Tolearn moreaboutour progress,download the GlobalHappy Meal Goals 2020
Interim Progress Report (PDF —28.2 MB), or see the Our Performance section below.

Why It Matters

As oneof the most frequented restaurants in the world, we help feed millionsof
peopleevery day. We provide familieswith a variety of choices to meet their needs,
bringing familiestogetherto share momentsand create lasting memories.

Parents are looking formenuchoicesthatthey can feel good aboutfeeding theirkids,
andthat's why we're focused on evolvingthe Happy Meal and making balanced meals
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moreaccessible to familiesacrossthe world. McDonald’swill continue to takea
responsibleapproachto our Happy Meals by offering balanced optionsand promoting
menuitemsthat contribute to recommended food groups, such asfruits, vegetables
and low-fatdairy.

Our Strategy

We are always listening to our customers and evaluating our menu to identify ways
to evolveour offerings while maintaining the great taste our customers knowand
love.For example, were working with and learning from familiesto find areas where
our system hasthe best opportunity to create positiveand meaningful change.We
also have a team offood experts who are passionate about food and are always
looking forthelatest flavorand ingredientinnovations.

Since 2013, we have been working with the Alliance foraHealthier Generation
(Healthier Generation),a third-party nonprofit organization, to evolve our Happy Meal
menuand use our size and scaleto promote more balanced choicesforkids. We also
work with Keybridge,anindependentthird party,to measure and publiclyreportour
progressinthe 20 major marketstoward ourcommitments. These organizationshelp
us define our targets and measure progress,and we continue to prioritize future
actionand continuousimprovement.

“McDonald’s commitment to working with Healthier Generation to help increase access to
fruits, vegetables, low-fat dairy and water options demonstrates a willingness to collaborate
and leverage their global size and influence for public good.

Kathy Higgins, CEO, Alliance fora Healthier Generation

In 2018, we announced five new, ambitious Global Happy Meal Goals to be achieved by the
end of 2022.

Offer B.e Transparent
with Happy Meal
Balanced ias
Nutrition
Meals e Information
Simplify Market
Ingredients Responsibly

Leverage Innovative Marketing to Help Increase Purchase of Foods and
Beverages that Contain Recommended Food Groups in Happy Meals
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We developed these new goalsin collaborationwith Healthier Generation,focusing on
kidsand families,asthat'swhere we believe we can have the biggestimpact.

When developing these goals, we soughtinput from third-party nutrition expertsand
used rigorous criteriagrounded in science and nutrition policy to ensure the goals
were relevantand reflect the evolving needs of our customers.

The Global Happy Meal Goals continue our focuson Happy Meals, offering more
wholesome choicesthatkidsand parentslove. We aim to deliverbalanced mealsthat
provideavariety of optionsfrom recommended food groups, using simpler, quality
ingredients so parentscan feel good about our Happy Meal menu.

We aim to achieve these goalsin all markets globally? by the end of 2022, with
measurementand progressreportingamong 20 major markets representing nearly
85% of McDonald’s System’s global Happy Meal sales.

Marketing Responsibly

We're proud of our long historyasanindustry leaderin responsible marketingto
children.Werecognizetherolewe playas a global food companyand are actively
involvedin self-regulationfocused on thisimportantissue.

As aglobal brand reaching millions of children and families every day, we understand
the importance of responsibly communicatingwith children. Thisisan area that must
be addressed at bothacompanyand anindustrylevel.

That’'s whywe participatein anumberoflocal and regional pledges, such asthe EU
PledgeandtheU.S. Children’s Food & Beverage AdvertisinglInitiative. Ourglobal
policiesareguided bythese pledgesaswell as our own Global Marketing to Children
Guidelines,which applyto all of our marketsaround the world.

Helping Support the Sustainable Development Goals

Our nutrition and marketing practiceshelp supportthe UN Sustainable Development
Goalsaglobalagendato end poverty, protectthe planetand ensure prosperityfor all,
in particular:

Goal 2: Zero Hunger (Specificallytargets 2.1)

Our Performance
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We established goalsaround nutrition to ensure we are offeringincreased access to
optionsthat support balanced diets. At the same time, our marketing goalshelp us
drive progress in supporting customers to make informed choices.

The Global Happy Meal Goalsapplyto all markets globally with measurementand
reporting of progressamong our20 major markets: U.S., Canada, Brazil, Argentina,
U.K, France,Germany, Austria, Spain,Netherlands, Italy, Poland, Sweden, Switzerland,
Russia, Hong Kong,China,Japan, Taiwan and Australia.

For moredetail on our progress,including scope, exclusionsand methodology, please
viewour Global Happy Meal Goals 2020 Interim Progress Report (PDF — 28.2 MB). We
used the latest data availableforeach goal inthisprogressreport, while maintaining
the rigorofverification fromKeybridge, our third-party validatorthatmonitorsand
evaluatesour commitments.

Goal 1: Offer Balanced Meals

By the end of 2022, ensure 50% or more of the Happy Meal Bundle Offerings
listed on menus in each market meet McDonald’s Global Happy Meal Nutrition
Criteria of less than or equal to: 600 calories, 10% of calories from saturated
fat, 650 mg of sodium and 10% of calories from added sugar.

Progress
8 of the 20 major markets metthe 2022 goal in 2019, up from 3 marketsin 2018.

An average of 43% of Happy Meal Bundles metthe Nutrition Criteriaacrossthe 20
majormarketsin 2019.

Goal 2: Simplify Ingredients

By the end of 2022, remove artificial flavors and added colors from artificial sources in
Happy Meals and reduce artificial preservatives where feasible in Happy Meals without
sacrificing the safety, taste, quality or value of our food.

Progress

12 of the 20 majormarkets metthe 2022 goal in early 2020.

Goal 3: Be Transparent With Happy Meal Nutrition Information

By the end of 2022, ensure that nutrition information for Happy Meals is available
and accessible through all owned websites and mobile apps used for ordering
where they exist.

Progress
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12 of the 20 major markets metthe 2022 goal in Q22020, up from 6 marketsin Q12019.
Goal 4: Market Responsibly

By the end of 2022, all Happy Meal bundles advertised to children will meet
McDonald’s Global Happy Meal Nutrition Criteria and continue to meet any
existing applicable local/regional advertising pledges.

Progress
16 of the 20 major markets metthe 2022 goal in 2019.

Additionally, 100% of ads shown to children in 2019 featured water, milk orjuice as the
HappyMeal beverage and fruits, vegetables ordairyas aHappy Meal side.

Goal 5: Leverage Innovative Marketing

By the end of 2022, leverage innovative marketing to help increase purchase of
foods and beverages that contain recommended food groups in Happy Meals.

Progress

16 of the 20 major markets sold anincreased share of Happy Meal items containing
recommended foodgroupsin 2019 versus 2018.

Our Actions

Making Progress Toward Our Global Happy Meal Goals

These latest goalsbuild on work welaunched in 2013,in partnership with Healthier
Generation,to develop acomprehensive planto help increase customers’accessto
fruits, vegetables,low-fatdairy and water by 2020 across 20 major markets. The
commitments,which a majority of marketsachieved in 2019,encompassed five that
relate to improvementsin menuofferings, menuboards, packagingand advertising
directed at children.

In October2020, we released a global progressreport,demonstrating the meaningful
progresswe've made towards the five Global Happy Meal Goals. Across our 20 major
markets, half of all beverages sold in Happy Meals were water, milk orjuicein 2019,and
over2.5 billionHappy Meal items sold since 2018 contained fruits, vegetables, low-fat
dairy,water, lean protein orwhole grains. Additionally,as of early 2020, 93% of Happy
Meal menuitems haveno artificial flavors,added colors from artificial sources, or
artificial preservativesthat could be feasiblyreduced. To learn more about our
progress, downloadthe GlobalHappyMeal Goals 2020 Interim Progress Report (PDF —

28.2 MB).
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We have served over 8 billion fruit, vegetable, low-fat dairy and water items in our Happy
Meals since September 2013 across our 20 major markets.

We knowthere’'s morework to be doneaswe continuetoward 2022. Thisprogress
marksanimportantstep in providing accessto more wholesome, balanced options
made with high-qualityingredients.

Achieving the Commitments We Made in 2013

In 2019, we announced thatthe majority of McDonald’s20 major markets met the
commitmentswe set in 2013 two years ahead of schedule. Acrossthese markets, the
percentage of Happy Meal customers choosing milk, waterorjuice as theirbeverage
increased by 12 percentage points between 2013 and 2018.

Evolving the Menu in the U.S.

We are always lookingforwaysto innovateand evolve ourmenuoptions. Staringin
May 2018, the beef served in Quarter Pounder®burgers inthe U.S. issourced onlyfrom
North America,2“and cooked fresh in restaurants across the country. On September
26, 2018, we announced thatall of our classic burgers have no artificial preservatives,
no artificial flavorsand noadded colorsfrom artificial sources. Our pickle containsan
artificial preservative, so skipitifyou like.2

In early 2020, we introduced a new reduced sugar, low-fatchocolate milk that contains
25% less sugar than leading quick service restaurants’low-fatchocolate milk®. It'sa
great example of howwe partnerwith the dairyindustry and our supply chain to create
a menuinnovation andoffermore balancedoptionsforouryoungerguests.

Nutrition Improvements in the U.K.

We wantto makeiteasier forour customers to make healthierchoices. Our nutrition
strategy inthe U.K. hasbeenin placeforoveri5years. During thistime,we have
reformulated over200 of our ingredientsand invested heavilyin broadeningourmenu
of balanced healthyoptions. We haveintroduced more salad options, as well as fruit
andvegetable bags,orangejuice, mineral waterand organic semi-skimmed milk. To
date, 90% of our core food and drink menuisunder500 calories.

We review and update our Happy Meal menuregularly.In 2020, we launched our
Veggie Dippers,approved bythe Vegetarian Society. Around 70% of itemsin our
Happy Meal menuare non-highinfat,saltand sugar (HFSS) according to the UK
Nutrient Profile Model.

As partof ourbroader efforts, we are leveraging technology to encourage customers

to choosebalanced options. Showing the lower calorie softdrinksfirston ourmenu
ordering screenshasencouraged more customersto buy them —with over1.9 million
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purchases switched from highersugarvariantsto the no added sugaroptions’when
thiswas first introduced in 2017.

Footnotes

'U.S,, Canada, Brazil, Argentina, U.K. France, Germany, Austria, Spain, Netherlands,
Italy, Poland, Sweden, Switzerland, Russia, Hong Kong, China,Japan, Taiwan and
Australia.

ZItisimportantto note thatour global System consists of both Company-owned and
franchised restaurants. The franchised restaurants are operated by conventional
Franchisees,developmentallicensees (i.e.,a Franchisee thatoperates mostor all of
the McDonald’s-brandedrestaurantsin a specific market) or pursuant to other
licensing arrangements,and make up the majority of McDonald's-branded restaurants
around the world. Our Franchisees makeindependentdecisionsfortheirown
business organizations, subjectto theirobligationsunderthe operative franchise or
otherlicense agreementsand core standardsrequired for the McDonald’sbrand.
McDonald’sdoesnot prescribe all businessrequirementsforour Franchisees, but
rather we workin collaboration with them to raise awarenessand providetoolsand
opportunitiesto assistthem as part of the brand’sfood journey. We also work with
Franchiseesto mutually set objectivesand targetsand to help monitortheirrelated
progress. Asa result, while we will encourage Franchiseesto participatein the
importantgoalsoutlined in this document, we cannotguarantee theircompliance.
However,we candrive changein our Company-ownedrestaurants,so much of this
work will start with Company-ownedrestaurants, with a plan to demonstrate success
and expand measurement,and that will ultimately help to supportindependent
Franchiseesthat chooseto joinusonthisjourney.

34 Available at mostrestaurants in contiguous U.S. Notavailable in Alaska, Hawaii and
U.S. territories.

®National sandwiches only. Excludeslocal and limited time options.
14g of sugar vs. avg.22g at leading quick service restaurants.

"Purchases of Coca-Cola Classic switched to Coke Zero or Diet Coke.
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Responsible Sourcing

Progress Highlights

We are incredibly proud that we have substantially achieved’ every one of our 2020

responsible sourcing goalsrelated to sustainably sourcing our priority commodities.
These are some of the world’s mostin-demand ingredients, requiring intensive
agriculture to feed the world. It's imperative that they are produced with
sustainability as the priority. Despite the complexity of our global supply chainsthat
is just what McDonald’shas done and with the scale of our operations, this means
our work is already helping to havea positiveimpactaround the world. Below are just
some ofthe highlightsfrom thiswork:

Substantially achieved? responsible sourcing goals for our six priority products: beef, chicken
(soy for feed), coffee, palm oil, fish and fiber-based guest packaging

100% of our soy sourced for chicken feed globally supportstheresponsible production
of soy

98.7% of fish sourced for McDonald’s Filet-o-Fish® came from verified sustainable
sources in 2020

99.6% of our primaryfiber-based guest packagingwas sourced from recycled or
certified sources in 2020 and supported deforestation-free supply chains
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Please see our performance section and footnotes below foradditional detailon goals
andthresholdsforachievement.

Why It Matters

Our customers’ expectations continueto evolve,and we're evolving with them,
putting even more focus on our food —where it comes from, what goesintoitand
how it's prepared.

McDonald’s partners with a global network of suppliersand farmersto provide quality
ingredientsand packaging materials. By engaging our supply chain,we have greater
visibilityand can supportmore sustainable production,so we can continueto serve
our customers the deliciousmealstheyknowand love.

Our Strategy

We approach responsible sourcing holistically,considering ourimpacton the planet,
the livelihoodsofthe people who produce our food,the communitiesin which they
liveand the well-being of the animalswe rely on.

We wantto ensure that our sustainable sourcing programsdrive lasting, meaningful
outcomeson critical issues forpeople,animals,the environmentand ourbusiness.

Thisvisioninspires ourfocuson the followingpriorityimpactareas:

e Promotingthehealth and welfare ofanimals

e Respecting humanrights

o Addressingclimatechange

o Reducingfoodand packagingwaste

e Protecting water resources

e Conservingforests

o Farmerlivelihoods

We set standardsforour sourcing and engage closely with our supply chainto ensure
they are upheld. To maintain atransparent, responsible supply chain,we requireall our
suppliersto complywith the McDonald’s Supplier Code of Conduct (PDF —1.4 MB),
which sets out our valuesand expectationsforhuman rights,the workplace
environmentand businessintegrity.
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Our Focus Areas

Currently, we focus on six priority products: beef, chicken, coffee, palm oil,fish and
fiber-based packaging. These products were identified through independent
analysis by the World Wildlife Fund (WWF) as those that carry the greatest
sustainability impactsand where we havethe most potential to create positive
change.

We have set ambitious goalsto guide ourresponsible sourcing efforts.Learn more
aboutthe progresswe're makinginthe OurPerformance section below.

Beef

We’re one of the world’s biggest buyers of beef, sowe are serious about our responsibility
to help identify and scale the most sustainable practices.

In 2014, we released our global commitment to beef sustainability, outlining our
strategy to work with beef producers and partnersacross the value chain to support
the broaderadoptionof sustainability practices within and beyondour supply chain.
Our strategy focuses on strengthening farmingcommunities,conserving forests,
reducing emissionsrelated to beef production,enhancing soil carbon sequestration,
promoting theresponsible use of antibiotics,and protectingthe health and welfare of
animals.

Chicken (soy for feed)

We take a holistic and data-driven approach to sourcing our chicken, with a focus on
promoting responsible antibiotic use, improving animal health and welfare, and identifying
innovative solutions for feed.

In 2018, we broughttogetheranindependentglobal Chicken Sustainability Advisory
Council,comprising expertsin genetics,leading academicsand nongovernmental
organizations (NGOs) to define what sustainably sourced chicken meansand to
determinewhatactionsshould be prioritized.

We've been on a journeyto enhance ourchicken sourcing requirements —from
launching our8Bold Movesfor Broiler Welfare to supporting sustainable soy
production designed to take pressure off tropical forestsin thelongerterm.We know
there’'s moreto do and we're committed toimprovingtheresiliencyand the
sustainability of our chicken supply chain.

Coffee

Our ambition is that our customers can walk into a McDonald’s restaurant anywhere in the
world and enjoy an affordable, high-quality cup of coffee that is sustainably sourced and
supports farming communities.
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We believe that, by sustainably sourcing coffee, we support the growth of a market
that rewards farmersfor adopting sound environmental and social practices. Most of
our coffeeis certified to international sustainability standards through world -leading
certification schemessuch as Rainforest Alliance,UTZ, Fairtrade Internationaland Fair
Trade USA.We also source from suppliersthatare approved by the McCafé
Sustainability ImprovementPlatform (McCafé SIP) program, established by
McDonald’sin partnership with ConservationInternational and our coffeeroasters.

The McCafé SIP framework is ourlong-term investmentfora more sustainable future.
It's how we engage and guide our coffee supply chain in sustainable sourcing,aswell
asinvestin coffee growers and theircommunitiesoverthelong term. Through the
framework,McDonald’sroastersleverage theirexpertise toinnovateand advance
sustainable farming practicesin partnership with farmers. McCafé SIPis currently
activeinfivecountriesacross South and Central America, reaching nearly 6,000 farms
as of 20194

Palm Oil

) , . . .3, ,
All palm oil sourced for McDonald’s restaurants and used as an ingredient= in McDonald’s

products supports sustainable production and deforestation-free supply chains
through Roundtable on Sustainable Palm Qil (RSPO). But there’s still more to do.

Palm oilisthe basis of livelihoods for millions of farmersand communities. It requires
less land than other major oil-producing cropsduetoits substantially higheroil yield.
However, with demand growing, natural forestshave been replaced by palm oil
plantations,leading to reduced biodiversity,increased carbondioxide emissionsand
even the displacementof communities.

We believethat palm oil canand mustbe sustainable and we will continue to explore
high-impact partnershipsatlocal andinternationallevels.lthasbeen akey focus for
our responsible sourcing work since 2011 when we joined the RSPO,and we remain
committed to reporting on an annualbasisto the RSPO Annual Communication on
Progress.?

Fish

Thriving marine ecosystems are essential for biodiversity, livelihoods, food security and
economies. We also depend on them for Filet-o-Fish, one of our much loved menu items.

Healthy aquatic ecosystems sustain fish suppliesand,assuch, are very importantto
the communitiesthatdepend uponthem,and to McDonald's. Thatiswhywe've
worked with partners and independent expertsfor manyyears, such as the
Sustainable Fisheries Partnership (SFP), Conservation Internationaland the Marine
Stewardship Council (MSC),to continueidentifying waysto improvethe health of
marine ecosystems.

36


https://www.conservation.org/
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/food-quality-and-sourcing/responsible-sourcing.html#footnoteOne
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/food-quality-and-sourcing/responsible-sourcing.html#footnoteTwo
https://rspo.org/library/lib_files/preview/1079
http://www.sciencedirect.com/science/article/pii/S0959378016300814#bbib0230
http://www.rspo.org/about
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/food-quality-and-sourcing/responsible-sourcing.html#footnoteTwo

Overthe years, McDonald’shas played animportantroleinimproving the
sustainability of the global whitefish sectorvia theimplementation ofindependently
verified criteriaaround healthyfish stocks,impactof fishing on ecosystems, fisheries’
managementand otherkeyactions. We support global effortsto restore depleted fish
stocks, improvefisherymanagementand conserve marine environments.

We ask our suppliersto source all the wild-caughtfish forMcDonald’s Filet-o-Fish
from verified sustainable sources.

Additionally,mostofthefisheriesfrom which we source are MSC certified.
McDonald’sdisplaysthe MSC certification logoforourFilet-o-Fishinthe U.S.,Canada,
Braziland many of our European markets, where fisheriesand restaurants are certified
againstthe MSC Chain of Custody traceability standard.

Fiber

Fiber is the main material in our product packaging. If we are to conserve forests and
accelerate climate action, we must also ensure we source fiber from recycled or certified
sources and support deforestation-free supply chains.

We set a goal to source all primary fiber-based guest packaging forMcDonald’s
restaurants from recycled or certified sources and supportdeforestation-free supply
chainsbythe end 0of 2020. Thisambition helpsto ensure that in switching to more
sustainable packagingmaterials,we're also actively assessing deforestation risk and
taking action to conserveforests.

Thistarget supportsour largergoal thatby 2025, all of McDonald’s guest packaging
will come from renewable, recycled or certified sources?.

Helping Support the Sustainable Development Goals
Our responsible sourcing achievements help supportthe UN Sustainable

Development Goals,aglobal agendato end poverty, protectthe planetand ensure
prosperity for all,in particular:

Goal 12: Responsible Consumption and Production (Specifically target 12.2)
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1 PARTNERSHIPS

FOR THE GOALS

Goal 17: Partnerships for the Goals (Specificallytarget 17.16)

Our Performance

Sustainable Sourcing Goals
Goal: Fish

By the end of 2020, all of the wild-caught fish sourced for use in McDonald’s

. . 4
products to come from verified sustainable sources-.

Progress

McDonald’sisone of thelargest purchasers of white fish in the world. More than 265
millionsustainably sourced, wild-caught Filet-o-Fish sandwicheswere served in 2020
and 98.7% of thefish sourced for McDonald’s Filet-o-Fish came from sustainably
managed wild-caughtfisheries,assessed and verified annually againstthe
McDonald’s Sustainable Fisheries Standard by the Sustainable Fisheries Partnership.
Our Filet-o-Fish sandwichesrepresentmore than 98% of the fish we used byweightin
2020.

Goal: Beef - Accelerate Industry Progress

By the end of 2020, source a portion of our beef from suppliers participating in
sustainability programs aligned with the Global Roundtable for Sustainable Beef
(GRSB) principles and criteria and that meet McDonald’s requirements in our top

10 beef sourcing countries gIobaIIy.§

Progress
We sourced beef from sustainability programsaligned with the GlobalRoundtable for
Sustainable Beef (GRSB) principlesand criteriaand that meet McDonald’s

requirementsin 10 out of 10 of our top 10 beef sourcing countries by the end of 2020.
Read about these initiativeson our Sustainable Agriculture & Beef page.

Goal: Palm Oil
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By the end of 2020, all the palm oil sourced for McDonald’s restaurants and used
as an ingredient in McDonald’s products will support the production of

sustainable palm oil and deforestation-free supply chains.2

Progress

100% of the palm oil used in McDonald’srestaurantsand asan ingredientin
McDonald’s products supported the production of sustainable palmoil and
deforestation-free supply chainsin 2020. We estimate thisis equal to over 60,000
acres of palm oil productionmeetingour criteriain 2020, an area larger than 485,000
McDonald’srestaurants side-by-side,which is12timesthe number of actual
McDonald’srestaurantsglobally.

We are committed to increasing traceability for palm oilused in the McDonald’s
System. Our palm oil supply hasbeen RSPO-certified since 2017 through either
physical certification or credits.In 2020, 78% of our palm oil globally was physically
certified (RSPO Indentity Preserved, Segregated and Mass Balance),increasing from
71% in 2019. Additionally,93% of products using the largest amounts of palm oilin the
McDonald’s System (restaurant and parfry oils) were RSPO physically certified.

By RSPO Supply Chain Model:

e 78% Physical RSPO Certified
e 71% Mass Balance

e 7% Segregated

e 0.1% Identity Preserved

e 22% Bookand Claim Credits

Goal: Chicken (including soy for feed)

By the end of 2020, all soy sourced for the feed of chicken used in McDonald’s

products will support deforestation-free supply chains’.

Progress

100% of soy sourced forthe feed of chicken used in McDonald’s products supports
deforestation-free supply chainsglobally. We supportresponsible soy production
through the purchase of RTRS credits. Anumber of our chicken suppliersto Europe
also use physical certification through Proterra standards.In 2020, inrelation to the
soy forthe feed of chicken used in McDonald’s productsin Europe,McDonald’s
assessed that 17% of the volume waslinked to physical certification and 83% of the
volume was matched through the purchase of book and claim credits.
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We estimate that the volume of sustainably farmed soy McDonald’sused in 2020 adds
up to morethan 359,000 acres of farms—or enough to coverthelsland of Manhattan
24 timesover—meeting thisproduction standard.

Goal: Coffee

By the end of 2020, all coffee sourced for McDonald’s restaurants will

be sustainably sourcedg.

Progress
98.1% of our ground and whole bean coffee was sustainably sourced in 2020. Our

volume of sustainably sourced coffeeis enough to brew closeto five billionsmallcups
of McCafé coffee.

Goal: Fiber

By the end of 2020, all primary fiber-based guest packaging sourced for

: . 5
McDonald’s restaurants will come from recycled or certified sources=.

Progress

McDonald’sisone of the top sustainablefiberusers inthe world. In 2020, 99.6% of our
primaryfiber-based guest packaging was sourced from recycled or certified sources.

Animal Health and Welfare Goals
Goal: Animal Housing

Progress

Inthe U.S., we're working with pork suppliersto phase outthe use of gestation stalls
(small,enclosed pens)forhousing pregnantsows by 2022.

We achieved our2017 milestone to source pork forour U.S. business only from
producerswho share our commitmentto phase out gestation stalls.

TheU.S. pork supply chainiscurrently tracking ataround 50% of our 2022

target. Although progressand conversion rates have been delayed bytheimpactsof
COVID-19and the global outbreak of African Swine Fever, we remain committed to
working with our suppliers and agricultural partnersto achieve ourcommitment.

Goal: Cage-Free and Free-Range Eggs

Progress
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TheU.S. egg supply chainis 62% cage-free. Canada now sources morethan 55% cage-
free eggs. Australia’segg supply chainis 100% cage-free.

All European markets have used cage-free eggsforthe breakfastmenu since 2011
(except Belarus, Russia and the Ukraine,which accountforapproximately 6% of whole
eggsin Europe), while France, Germanyand the U.K. have achieved a 100% cage-free
egg supplychain.

Goal: Chicken Welfare

Progress

Our commitmentto sourcing chickensraised with improved welfare outcomes
impactmore than 70% of our global chicken supplyand willbe fullyimplemented on
orbefore 2024.

Responsible Antibiotic Use Goals
Goal: Responsible Antibiotic Use in Chicken

Eliminate the use of antibiotics defined by the World Health Organization (WHO)
as Highest Priority Critically Important (HPCIA) to human medicine — as defined by

the WHO — from all chicken served in McDonald’s restaurants by 2027.8

Progress

We striveto eliminate HPCIAsin ourchickensupply chainsin thefollowing nine
markets by 2027. So far, we have achieved the following:

e Australia: All chicken suppliers eliminated the use of HPCIAsin our chicken supply
chain asof July 2019.

e Brazil: HPCIAshavebeen eliminated in broiler chickensince 2018.

e Canada: HPCIAshave been eliminated in broiler chicken since 2018.

e China: Ontrack toremove HPCIAsfrom chicken supply chains by 2027.

e Europe:All chicken supplierseliminated the use of HPCIAsin our chicken supply
chain asof July 2019.

¢ Japan:HPCIAshavebeen eliminated in broilerchicken since 2018.

e Russia: Granted extension until 2021to onboard new chicken suppliers.

e SouthKorea: Granted extension until end of 2021 to onboard new chicken
suppliers.

e U.S.:100% of chicken servedinthe U.S. has been free of antibioticsimportantto
human medicine since 2016.

Goal: Responsible Antibiotic Use in Beef
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In collaboration with our suppliers, producers and farmer partners, we will reduce
the overall use of medically important antibiotics — as defined by the WHO —in

our beef supply chain.2

Progress
McDonald’shasestablished pilotsin each of ourtop 10 beef sourcing countries. Within
each of these 10 countries, there are pilotfarms selected thatrepresent differing

geographiesand rearing practices covering commercialfeedlots,small producersand
dairies.

Footnotes

2020 Goal Progress Key:

Achieved 100%
Substantially Achieved 95% to 99.9%
NotYet Achieved <94.9%

2 Coffee. Scope: Includesall ground andwhole bean coffee, including decaffeinated
coffee, used in espresso-based drinks and coffee brewed at McDonald’srestaurants
and all ground and whole bean coffeein McDonald's branded retail products.Includes
all suppliersof coffeeto the McDonald’s System. Market scopeincludesall McDonald's
restaurants owned and operated bythe Companyand its Franchiseesthat sell coffee
and retail outlets selling McDonald’s branded coffee products. Sustainably

sourced refers to coffee, sourced by suppliersto the McDonald’s System, which
complieswith therequirements set out by one of the following third-party
certification schemesasbeing either: Rainforest Alliance Certified™ (www.ra.org);
UTZ Certified (www.utz.org); Fair Trade USA Certified (www.fairtradecertified.org); Fair
Trade International Certified (www.fairtrade.net), or sourced from an

approved McCafé Sustainability Improvement Platform (SIP) program.McDonald’s
requires all coffee sourced from Honduras, Indonesia,and Vietnam to be Rainforest
Alliance Certified™. Exclusions: Coffee extracts and ingredientsused in products such
as frappésand coffeein baked goods; coffeein cold brewdrinksif they are brewed
off-site; coffee extract in ready-to-drink retail products;and otherlocally sourced
productscontaining coffee.

% Palm Qil. Scope: Includesall palm oil (including crude palm oil, palmkernel oil,
derivativesand fractions) sourced for McDonald’s restaurantsfor use as restaurant
cookingoiland,all palm oil sourced by McDonald's suppliersand used directlyasan
ingredientin aMcDonald's productand listed on the product'singredient statement.
Includesall suppliers of products containing palm oil in the McDonald’s System and all
McDonald’srestaurants owned and operated bythe Companyand itsFranchisees
which use palm oil. All palm oilvolumes arerequired to be covered by Roundtable on
Sustainable Palm Oil (RSPO) certification or credits. All RSPO supply chain
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modelsapplicableto RSPO are applicable to McDonald’s: RSPO Identity Preserved
(IP), RSPO Segregated (SG), RSPO Mass balance (MB), Book and Claim

(BC) although McDonald’sIscommitted to increasing traceability by specifying
physical certification forthe palm oilused inthe McDonald’s System in the greatest
volumes (IP,SG or MB). Exclusions: Palm oil, palm kernel oil ortheir derivative used as
secondaryingredientsin McDonald’s products. Thisiswhen palm oilisused as an
ingredientwithin aningredient; forexample,an emulsifier.

* Fish: Fish refers to any type of fish species used as aningredientina McDonald’s
productand listed on the product’s ingredient statement. Wild-Caught Fish refers to fish
that come from seas, rivers,and other natural bodies of water. Filet-o-Fish refers to the
McDonald’smenuitem containingwild-caught-fish. Verified sustainable sourcesrefers
to Wild-Caughtfish,sourced by suppliersto the McDonald’s system, from Fisheries
that are annually verified ascompliantto the McDonald’s Sustainable Fisheries
Standard by the Sustainable Fisheries Partnerships www.sustainablefish.org. MSC
Certification: MSC certificationisoptionalto McDonald’s markets. Fisheriesmayalso be
independently certified as meeting the Marine Stewardship Council (MSC) Principles
and Criteria for Sustainable Fishing where a certificate of conformityto an MSC
Standard hasbeen granted. Source: www.msc.org. McDonald’s maydisplay the MSC
certificationlogoin some ofits markets, where fisheriesand restaurants are certified
againstthe MSC Chain of Custody traceability standard. Scope: Includesall wild-
caughtfish sourced for Filet-o-Fish portions served in McDonald's restaurants. Filet-o-
Fish represents over98% of the total fish volumesused in the McDonald’s system (by
weight).Includesall suppliers of wild-caught fish for Filet-O-Fish to the McDonald’s
System and all McDonald'srestaurantsowned and operated by the Companyand its
Franchiseeswhich sell fish. Exclusions: Products that are not Filet-O-Fish containing
wild-caughtorfarmed fish. We estimate that these productsrepresent less than 2% of
the total fish sourced by McDonald’sbyweightand mayinclude productssuch as
tuna, prawns, shrimp, salmon, calamari;otherbreaded productsand locally sourced
products. The Companyhasset an expectation thatthese productsare sustainably
sourced although theyare notincluded in thisglobal performance measure given the
local,and often promotional, nature of theseitems.

® Fiber: Primaryfiber-based packaging refersto products that are used to package
guest food on premisesat McDonald’srestaurants. Thistype of packagingincludes
containers,cups, wraps, bagsforfood,beverages, napkins,foldingcartons,
clamshells,wraps,food service bags, napkins, salad bowls,Happy Meal cartons, drink
carriers and cup carriers. Certified Sources refer to suppliers of primary fiber-based
packagingto the McDonald's system which complywith the Forest managementand
Chain of Custody certification requirements setout by one of the followingthird -party
schemes: Forest Stewardship Council™ (FSC®); Programme forthe Endorsement of
Forest Certification (PEFC™) or, PEFC endorsed national systems including,for
example, Sustainable Forestry Initiative® (SFI®), CSA Group (Canada),and Cerflor
(Brazil). McDonald’srequires all wood fiber sourced from Argentina, Cambodia, China,
Indonesia,Laos, Malaysia, Russia,and Vietnam to be Forest Stewardship

Council® (FSC®) Certified or FSC Controlled Woodsources with full chain of custody
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certification. Recycled sources sources refersto material thathasbeen reprocessed
from recovered (reclaimed) material by means of amanufacturing processand made
into afinal productorintoacomponentforincorporationinto a product. Recycled
material appliesto plasticsand fiber. Fiber-based packaging made from 100%
recycled sources must be third-party verified, unless certified undera Chain of
Custody forest managementstandard. Source:1ISO 14021:2016. Renewable sources refer
to material thatiscomposed of biomassfrom aliving source and thatcan be
continually replenished. Renewable appliesto plasticsonly, notfiber.Source: ISO
14021:2016, for plastic, ASTM 6866 or ISO 16620-2. Third party verification meansthatan
independentaccredited organizationhasreviewed the manufacturing processofa
productand hasdetermined thatthe final productcomplies with standardsforthe
attributed claim. Credible third partiesinclude professional auditing and certification
bodies. Exclusions: Primary fiber-based packaging in food packaged off-site
McDonald’srestaurants; wood stirrers and cutlery, tray liners, straws and limited
locally sourced items.

6 Beef. Scope: Includesall beef raw material used in beef patties sourced forMcDonald's
products from beef patty manufacturers that supply McDonald’srestaurantsin the
United States, Australia, Brazil, Germany, Ireland, France,New Zealand, Canada, the
United Kingdom or Poland. Includesall McDonald's restaurants owned and operated
by the Companyand itsFranchiseesin these countrieswhich collectivelyrepresent
circa 85% of our global beef volumes. GlobalRoundtable of Sustainable Beef (GRSB)
principlesand criteria aim to define beef sustainability globally. The five core
principlesare focused on managing natural resourcesresponsibly, respecting people
and communities, caring forthe welfare of animals, ensuring the safety and quality of
beef and driving efficiencyand innovation to reduce waste and improve economic
viability. These principlesallowfornational andregional interpretation, given the
significantvariationin production systems,legal frameworks, sociopolitical factors
and climatesthatexist across the globe. Exclusions: Beef used as secondary
ingredientsin McDonald’s products,forexampleasflavoringin a sauce.

"Soy (for chicken feed). Scope: Includesall soybean volume used in the feed of chicken
sourced forMcDonald’s products by all chicken suppliersto the McDonald’s System
and all McDonald'srestaurants owned and operated bythe Companyand its
Franchiseeswhich sell chicken.Europerefers to Austria, Azerbaijan, Belarus, Belgium,
Bosnia, Bulgaria, Croatia, Czech Republic,Denmark, Estonia, Finland, France, Georgia,
Germany, Greece, Herzegovina,Hungary, Ireland, Italy, Kazakhstan, Latvia, Lithuania,
Luxembourg, Malta, Moldova, Netherlands, Norway, Poland, Portugal, Romania, Russia,
Serbia,Slovakia,Slovenia, Spain, Sweden, Switzerland, United Kingdom, Ukraine. Given
the complexity of soy supply chains,we considerthat,unless demonstrated, all of
McDonald’s sources of soy for chicken feed fall into high deforestation priorityregions
with the exception of chicken sourced in North Americawhere soy used in chicken
feed islocally produced and considered lowrisk. Exclusions: Soy used as an ingredient
in McDonald’s products sold in restaurants,forexample, soy oil.
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8 Responsible Antibiotic Use in Chicken. Scope: Includes all chicken raw material sourced
forMcDonald’s productsin Brazil, Canada, Japan,South Korea, the U.S., Australia,
Russia, China and Europe. Europe refers to Austria, Azerbaijan, Belarus, Belgium,
Bosnia & Herzegovina, Bulgaria, Croatia, Czech Republic, Denmark, Estonia, Finland,
France, Georgia, Germany, Greece,Hungary, Ireland, Italy, Kazakhstan, Latvia,
Lithuania, Luxembourg, Malta, Moldova, Netherlands, Norway, Poland, Portugal,
Romania, Serbia, Slovakia, Slovenia, Spain, Switzerland, Sweden, United Kingdom,
Ukraine.Farmerswill still use ionophores,a class of antibiotics thatare not prescribed
to people,to help keep chickenshealthy.

° Responsible Antibiotic Use in Beef. Scope: Includes all beef raw material used in beef
patties sourced for McDonald’s products from beef patty manufacturers that supply
McDonald’srestaurantsin the United States, Australia, Brazil, Germany, Ireland,
France, New Zealand, Canada, the United KingdomorPoland. Includesall McDonald’s
restaurants owned and operated bythe Companyand itsFranchiseesin these
countrieswhich collectivelyrepresent circa 85% of our global beef volumes.
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Responsible Antibiotic Use

Progress Highlights

Use of antibioticsin our chickensupply chain defined asHighest Priority Critically
Importantto Human Medicine (HPCIA) hasbeen eliminatedin: Australia, Brazil,
Canada, Europe, Japan,South Korea and the United States.

Pilotsestablished in each of ourtop 10 beef sourcing countriesto reduce the overall
use of medicallyimportantantibiotics

Why It Matters

Antimicrobial resistanceis a critical global public health issue. McDonald’s
understands the key role we play in creating awareness throughout our supply
chainsonresponsibleantibiotic use, ensuring antibiotic effectiveness for future
generations.

Accordingto the World Health Organization (WHO), "overuse and misuse of antibiotics
inanimalsand humansiscontributing to therising threatof antibiotic resistancein
humans."McDonald’sis partnering with suppliers, veterinarians,academia and
farmers to ensure theresponsible use of antibioticsin oursupply chain,including
reducing the use of medicallyimportantantibioticsin foodanimal production. Our
approachisoneofresponsible use. Weknowthat animals,like people,getsick and
when they do, effective treatmentincludesuse of the narrowest spectrum of
antibiotics,based on the professionalopinion anddiagnosis of the veterinarian.
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Through our commitment to responsible antibiotic use, we are doing our part to help
preserve its effectiveness forfuture generations.

Our Strategy

McDonald’sis committed to the responsible use of antibioticsaccordingto
guidelinesset out by the World Health Organization (WHO),the World Organization
for Animal Health (formerly the OIE) and other recognized publicand animal health
bodies.

Our efforts to addressantimicrobial resistance within our supply chainishighlighted
inour revised 2017 Vision for Antibiotic Stewardship (VAS). Thisdocumentoutlinesour
approach to responsible antibiotic use and commitmentto the development of
species-specific (Chicken, Beef and Pork) policies.

Our VAS seeks animal production practicesthatreduce and,where possible,eliminate
the need forantibiotic therapiesin animals, by helping to identifyand scale leading
practicesthat progressive farmsalready employ. Our VAS and protein-specific
policiesarebased onthe“One Health” approach,which emphasizesthe need for
collaborative, multi-discipline effortsatlocal, national and globallevelsto attain
optimal health forpeople,animalsand the environment.

We understand thatanimals, like people,get sick and require treatment. Treatment of
sickanimalssupportsourdecades-long commitmentto improving the health and
welfare of animalsin our supply chain. Assuch,we supporta responsible use
approach,which focuseson refining antibiotics selection andadministration,reducing
theiruse and ultimatelyreplacing antibiotics with long-term solutions to prevent
diseases and protectanimal health andwelfare. We remain committed to the
treatment of sick animalsaligned with herd veterinariandirectionto ensure the safety
ofthe consumerfood supplychain.

Collaborating With Stakeholders

Partnering with external expertsis at the core of howwe approach the development
and implementationof ourantibiotics policies. Theissue of antimicrobialresistanceis
onethat requires global multi-stakeholder, cross-industry collaborationto tackle. We
engageavariety of stakeholders,including academia, suppliers,farmersand ranchers,
NGOs,veterinary networks and otherswho have deep understanding of these issues
and of ways thatprogress can be made. McDonald’swas a founding participant of

the International Consortium for Antimicrobial Stewardship in Agriculture

(ICASA). Through thiscross-industry collaboration,we work to identifyand advance
commercial solutionsto addressantimicrobial resistance.

“The path for creating and implementing a global antibiotic use policy for beefis
unprecedented. I’ve been encouraged by the thoroughness with which McDonald’s has
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engaged diverse experts while creating this policy and the seriousness with which they take
this important issue.

Dan Thomson,MS,PhD,DVM, Departmentof Animal Science, lowa State University

Putting Standards Into Practice

TheResponsible Use of Antibioticsin Food Animalsisthe foundation of McDonald’s
global VAS.Thefollowingprinciples draw from existing frameworks:

o Peoplefirst—Antibioticsthatare approved forboth human and animal use,other
thanthosedefined bythe WHO as HPCIA, maybe used in animalsfordisease
treatment orprevention onlyin accordance with applicable regulatory
requirementsand after thorough consideration of alternatives,includingthe use
of antibioticsbelonging to classesnotused in human medicine.

e Qualityand safety — McDonald’siscommitted to ensuring wholesome and safe
food forour customers. SafefoodisMcDonald’snumberone priorityandis
central to all Companyoperations.

e Animal healthand welfare — Treating animalswith careisintegral to McDonald’s
animal health andwelfare program. Disease prevention strategies, such as good
husbandryand hygiene, routine health monitoring,immunization andother
preventative options,shouldbe emphasized before the use of antibiotics.
However,to nottreat sickanimalsisinhumane and inconsistentwith McDonald’s
beliefthatfood animalswithinthe McDonald's System supply chain are properly
cared for throughouttheirlives.

e Antibioticsforfood animals—-Responsible use of any category of antibioticisan
integral partofan overall animal health andwelfare program. These principlesdo
notprecludethe responsible use of any category of antibiotic,exceptfor HPCIAs,
to treat or, where appropriate, preventdisease.

o Veterinary oversight—Veterinary oversightthrough a valid veterinary client-
patientrelationshipiscoreto responsible antibiotic use. Antibiotics shall be used
inaccordance with all applicable regulatory requirements,and shall be used only
inaccordance with the productlicenserequirementsand asdirected by a
veterinarian.

o Limitexposure—Antibiotic use should be confined to appropriate clinical
indications. Exposure to antibioticsfordisease treatmentor prevention shouldbe
minimizedbylimitingtreatmentto sick animalsoranimalsatrisk of a specific
disease. Theuse of any category of antibiotic for disease preventionshouldbe
regularlyreassessed by aveterinarian.Usage of an antibioticin amannerthatis
notinaccordancewith labeled directions,including butnotlimited to,a different
dosage, timeinterval,route/applicationmethod,clinicalindicationor species,
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may be prescribed only after other antibiotic treatmentoptionshavebeen
exhausted, and must be prescribed in accordance with the mostup-to-datelaws
andregulationsthatgovern drug use.

e Recordkeeping — Accuraterecords of treatmentand outcomes should be used to
evaluate antibioticregimen.ldentify, track and maintain medicationand
treatment recordsfor all treated animals.

Helping Support the Sustainable Development Goals

Ourwork onresponsibleantibiotic use supportsthe UN Sustainable Development
Goals,aglobalagendato endpoverty, protectthe planet,and ensure prosperityforall,
in particular:

Goal 2: Zero Hunger (Specifically target 2.4)
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Goal12: Responsible Consumption (Specifically target 12.2)
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Goal 17: Partnerships for the Goals (Specificallytarget 17.16)

Our Performance

Goal

Eliminate the use of antibiotics defined by the World Health Organization (WHO)
as Highest Priority Critically Important Antibiotics (HPCIA) to human medicine — as

defined by the WHO — from all chicken served by 2027.2

Progress
HPCIA use hasbeen eliminated inthe following McDonald’s markets: Australia, Brazil,

Canada, Europe, Japan,South Korea and the United States. Chinawill complyon or
before 2027.
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Goal

In collaboration with our suppliers, producers and farmer partners, we will reduce
the overall use of medically important antibiotics — as defined by the WHO —in

our beef supply chain.2

Progress

Beef Antibiotic MonitoringPilots have been conducted in Australia, New Zealand,
France,Germany,lreland,Poland,U.K,,Canada,U.S.,and Brazil,representing ourtop 10
beef sourcing markets which supplied over82% of our globalbeef supply chainas of
the end 0f2020. Starting in 2022, we will collaborate with industry leaders,academics,
suppliersand expertsto refine our measurement capabilitiesand plansto helpshapea
path forward. Following thisengagement, the results from our pilots will be used to
inform targetsforresponsible antibiotic usein ourbeef supplychain.

Our Actions

Implementing a Global Chicken Antibiotics Policy

As partof ourcommitmentto use responsibly sourced chicken,in 2017 we
implemented our Chicken Antibiotics Policyin our10 markets around the world.2 This
policyrequiresresponsible use of antibioticsin broiler chickens by System Suppliers
and prohibitsantibiotics used forroutine prevention orgrowth promotion. Allin-scope
marketsare on track to eliminate the use of HPCIAsin our chicken supply on orbefore
2027.

We arefocused on expanding oureffortsglobally year-over-year.Since February 2019,
we've tracked antibioticusein over4.25billion birdsfrom 20 suppliers,and 85
slaughterfacilities for 88 separate medicines,resulting in significantreductionsin
antibiotic useacrossour supply chain. We partner with Farm Animal Initiative (FAI),a
farm animal and agricultural research company based in Oxford, UK, on data collection
and third-party verification of producer data.

Advocating for Responsible Antibiotic Use in Beef

We implemented our Antibiotic Use Policyfor Beefand Dairy Beef (PDF —520 KB) in
2018. Our beef policyisinformedbythe VAS,and follows globalguidance from expert
bodieslikethe WHO and Organizationfor AnimalHealth. While our policy maintains
focusonthe overall reduction of medicallyimportantantibiotics —as defined by the
WHO, aligned with the One Health approachand the 3R’s (Reduce, Refineand Replace)
—where appropriateand measurable,due to COVID related delaysand knowledge
gained along the way, we are evolving our planwith approaching targets.
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As afirst step in our policy,we completed global pilot tests, partnering with producers
and suppliers, to informmarket-specific baseline antibiotic use from commercial
feedlots,small farm operationsand dairies. Our efforts focused on Australia, Brazil,
Canada,France,Germany,Ireland,New Zealand, Poland, the U.K.and the U.S. markets,
which represented our top 10 beef sourcing marketsand accounted for over 82% of
our global beef supply chain in 2020.

Thedatafrom these pilotswill be used to inform market-appropriate targets for
responsible antibiotic usein collaboration with inputfrom multi-stakeholder
perspectives. Startingin 2022, we will collaborate with industryleaders,academics,
suppliersand otherexpert stakeholdersto refine the targets and measurement
capabilitiesthatwill shape our path forward forresponsible antibiotic use. Following
thisengagement, we will report insightsfrom our pilottestbaselinesacross our major
beef sourcing markets.

Our Pork Policy

In 2021, we created a global, cross-functionalworking group to help develop an
antibiotic policyforporkin oursupplychain,anchored to responsible use. This draft
policyhasbeenintroduced to our global suppliers,who were asked to conductgap
assessments between the requirementsin our policyand theircurrent internal
policieson antibiotic use. These gap assessments will be evaluated during thefirst
halfof2022 and used to inform theimplementationtimelineforthe policy.

Footnotes

Thttps://www.who.int/news-room/detail /07-11-2017-stop-using-antibiotics-in-healthy-
animals-to-prevent-the-spread-of-antibiotic-resistance

2 Markets covered bythe goal include: Brazil, Canada, Japan, South Korea, the U.S.,
Australia, Russia, Chinaand Europe. For the sake of this goal, Europeincludesthe
following countries: Austria, Azerbaijan, Belarus, Belgium,Bosnia & Herzegovina,
Bulgaria, Croatia, Czech Republic,Denmark, Estonia, Finland, France, Georgia,
Germany, Greece, Hungary, Ireland, Italy, Kazakhstan, Latvia, Lithuania, Luxembourg,
Malta, Moldova, Netherlands,Norway, Poland, Portugal, Romania, Serbia, Slovakia,
Slovenia,Spain, Switzerland, Sweden, United Kingdom, Ukraine.

¥ Thisgoal focuses on ourtop 10 beef sourcing countries: Australia, Brazil, Canada,
France, Germany,Ireland,New Zealand, Poland,the U.K.and the U.S., which
represented our top 10 beef sourcing countriesand accounted for over 82% of our
global beef supply chain as of the end of 2020.

* Markets covered bythe policyinclude: Brazil, Canada, Japan,South Korea, the U.S,,
Australia, Russia, Chinaand Europe. For the sake of this policy, Europeincludesthe
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following countries: Austria, Azerbaijan, Belarus, Belgium, Bosnia & Herzegovina,
Bulgaria, Croatia, Czech Republic,Denmark, Estonia, Finland, France, Georgia,
Germany, Greece, Hungary, Ireland, Italy, Kazakhstan, Latvia, Lithuania, Luxembourg,
Malta, Moldova, Netherlands, Norway, Poland, Portugal, Romania, Serbia, Slovakia,
Slovenia,Spain, Switzerland, Sweden, United Kingdom, Ukraine.
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Animal Health & Welfare
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Progress Highlights
100% of the egg supply chainin France,Germany, Australiaand the U.K.iscage-free

More than 74% of the U.S. egg supply chainiscage-free

More than 61% of the U.S. pork supply chain has phased out the use of gestation stalls
forhousing pregnantsows

Why It Matters

More than ever, our customers want to knowhow their food is produced and where it
comes from.McDonald’sis using our size and global reach to improve animal health
and welfare in the McDonald's supply chain and ensure we source chicken,eggs,
beef and pork from producers who share our commitments.

We care about the health and welfare of the animalsin our supply chain and we know
that ourability to serve safe, qualityfood comesfrom animalsthatare cared for
properly. To achievethis, we are partnering with suppliersand producersacrossour
supply chain to drive toward continuousimprovementthroughouttheirlives.

Our Strategy
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To achievepositiveimpactin the health and welfare of the animalsin our supply chain,
we focus on:

e Creating objective measurement systemsthat are third-party verified to measure
performance againstindustry benchmarked standards.

e Takingawhole-system approachthatconsiderseverything from housing and
husbandryto humanesslaughter.

» Working with recognized subject matterexperts and academiato access
guidanceandto challenge the waywe think.

e Leveragingourglobalscaleinourlocal marketsto drivetherightoutcomes.

While our standardsforanimal welfare are global, theyincorporate the geographic
variationsinthewayanimalsareraised within a global supply chain.In thisregard, we
have cometorealize that afocus on a desired outcomeisthe best approach,allowing
the local producerto achieve thatoutcome based on theirmanagement system.
Norm Stocker, Vice President of Eggs & Chicken at Cargill, says, “AsMcDonald’sUSA’s
egg supplier,the commitmentthey made to source 100% cage-free eggsrepresented
a shiftnotonlyforour businesswith them, but for theindustry, given theirposition as
a leader.Consumer preferences are changing andpeople areincreasingly interested
inhowtheirfoodissourced. McDonald’shasled theway, with a thoughtfuland
measured approach to switching to cage-free eggsto meet consumerdemand ata
massive sizeand scale.”

“McDonald’s has led the way, with a thoughtful and measured approach to switching to
cage-free eggs to meet consumer demand at a massive size and scale.

Norm Stocker, Vice President of Eggs & Chicken, Cargill

Collaborating With Stakeholders

We believe thatanimal health and welfareisa pre-competitive opportunityand
encourageindustryand cross-sector collaboration. We rely on strategic and personal
relationshipswith expertswho provide guidance on our policiesand implementation
strategies in each of our local markets.

Thisiswhy, in 2018, McDonald’sformed the Chicken Sustainability Advisory Council
(CSAC). Thegroup includes genetics experts, farm management consultants such as
FAIFarms, leading academicsand researchers,such asDr. Temple Grandin andDr.
Harry Blokhuis,and nongovernmental organizations (NGOs),including the World
Wildlife Fund.Drawing onthe expertise of CSAC members,we are implementing and
evolvingourchicken welfare and sustainability strategies.

In 2019, a global cross-functionalteam helped to define 15 globallyalignedfarm-and
processing-level key welfareindicators (KWIs) for chicken. Measurementagainst
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these indicatorsstarted in January 2021. The KWIls are objective measurements
aligned with recognized national andinternational standards such asthe World
Organization for AnimalHealthand the National Chicken Council.

McDonald’sisalso afounding memberofthe Global Roundtable for Sustainable Beef
(GRSB) and many of the regional and nationalchaptersaround the world. We strongly
supportthe five core principles of the GRSB,among them animal health and welfare.

In 2021, using an extensive goal-setting initiative, the GRSBlaunched itsfirst Global
Goalfor Animal Health and Welfare. McDonald’s supports GRSB's efforts to promote
goalsthatreflect global opportunitiesforindustryadvancementand improvement,
and we are proud to serve in leadership rolesand in keyworking groupswithin the
GRSB.

Helping Support the Sustainable Development Goals

Our animal health and welfare work supportsthe UN Sustainable DevelopmentGoals,

a global agendato end poverty, protectthe planetand ensure prosperityforall,in
particular:

Goal 2: Zero Hunger (Specifically targets 2.3 and 2.4)

=

O

Goal 12: Responsible Consumption and Production (Specifically target 12.2)

1B

Goal13: Climate Action (Specificallytarget 13.2)

Goal15: Life on Land (Specifically targets 15.1,15.2 and 15.5)
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&

Goal17: Partnerships for the Goals (Specificallytargets 17.16 and 17.17)
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Our Performance

Goal: Animal Housing

In the U.S., we’re working with pork suppliers to phase out the use
of gestation stalls (small, enclosed pens) for housing pregnant sows by the end of
2024.

Progress

In 2017, we achieved our milestone to source pork forour U.S. business onlyfrom
producerswho share our commitmentto phase out gestation stallsfor pregnantsows
inour supplychain.

Attheend of 2021,the U.S. pork supply chainismore than 61% of the way toward our
target, which we are on track to achieve bythe end of 2024. We expect to further reach
85 to 90% of our target by the end of 2022. Although progressand conversionrates
have been delayed bythe impactsof COVID-19and the global outbreak of African
Swine Fever, resulting in ourextending thistarget by two years, we remain committed
to working with our suppliersand agricultural partnersto achieve ourcommitment.
Our commitmentisguided by theindustry-and American Associationof Swine
Veterinarians (AASV)-endorsed definition forgroup housing for pregnant sows.

Goal: Cage-Free and Free-Range Eggs
The US has a goal of sourcing 100% cage-free eggs by 2025.

Progress

TheU.S. egg supply chainismorethan 74% cage-free as of year-end 2021. Canada now
sources morethan 57% cage-free eggsas of the end of 2021.

Australia’segg supply chainis 100% cage-free.
All European markets have used cage-free eggsforthe breakfastmenu since 2011
(except Belarus, Russia and the Ukraine, which account forapproximately 6% of whole

eggsin Europe), while France, Germanyand the U.K. have achieved a 100% cage-free
egg supplychain.

Goal: Chicken Welfare

Progress
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Our commitmentsto sourcing chickensraised with improved welfare outcomes
impactmorethan 70% of our global chicken supplyand will be fullyimplemented on or
before 2024.
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Our Actions

Ensuring Humane Slaughter

McDonald’shasstringentrequirementsregarding the humane slaughterofanimalsin
approved slaughterhousesin our global supply chain. These expectationsare defined
through species-specific standardsand criteria verified by independent audits.
Slaughterhouseson ourapproved supplierlist (ASL) for beef,chicken and pork are
independently audited annually to ensure compliance.

Stunning animalsto assureinsensibility priorto slaughterisa critical animal welfare
requirementfor McDonald’s. Failure to meet our stun efficacy requirementsresults in
immediate removal from our ASL. Regardless of stun method,any sensibleanimal
observed on the bleed rail constitutesan automatic auditfailure.

As aglobal company,we complywith religious slaughterrequirements,includingHalal
and Kosher,when required by our customers. With the exception of alimited number
of markets thatdo notallow stunning priorto slaughter forreligiousreasons,all
animalswithin our supply chain are stunned before slaug hter. Foranimals subject to
religious slaughter,McDonald’sreligious Animal Healthand Welfare standards are
strictly observed.

For morethan two decades, we have worked with theindustry and respected experts
to better understand and improve performance on animal welfareissues at slaughter.
We remain steadfastin ourcommitmentto improving the health and welfare of
animalsin oursupply chain throughouttheirlives,and we continue to monitor
progressand identify opportunitiestoimprove.

Ensuring Supply Chain Compliance

Our animal health and welfare requirementsforall suppliersare defined in our Global
Raw Material Sponsorship Programand further outlined in our Global Sustainable
Sourcing Guide,aswell as being embedded in our product Quality System
Specifications.Ourglobaland market Quality Systemsteamsare in frequent contact
with our suppliers, reviewing their performance to ensure policiesare properly
implemented and consistently met.

We expect 100% of the abattoirson our ASL to adhere to our standardsfor humane
slaughter.Where suppliersare identified through independentauditsasnot
complying, we work with them to develop their practicesand, where necessary,
implementrobustand sustainable corrective actionplans.

We havealigned with the National Dairy FARM (FEarmers Assuring Responsible
Management) Programinthe U.S. Asof 2018, all U.S.dairy suppliershave tracked the
percentage of farms intheirsupplychainthathave completed the FARM second-
party assessment. In 2021, McDonald’s USA achieved its 2020 commitment forall U.S.
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dairy productsuppliersto be able to demonstrate that100% of the farmsin their
supply chain participatein FARM and have completed the second-party assessment.

Inthe U.K. and the Netherlands, we only use Royal Societyfor the Prevention of Cruelty
to Animals (RSPCA) Assured pork,which meansthatall pig farmersarerequired to
provide bedded pensforpigsand environmentswith plenty of space forthem to move
around.

How We're Sourcing Chicken Responsibly

In 2017, McDonald’'sannounceda globalcommitmentto source chickensraised with
improved welfare outcomes. To achieve this,we have outlined eight bold movesfor
sustainable chicken:

1. Measuring key farm-level welfare outcomes—-Wedo thisan ongoing basis,
setting targets and reporting on progressacrossour largest markets.

2. Developing state-of-the artwelfare measurementtechnology - Through
our Sensors, Monitoring, Analysisand Reporting Technologies (SMART) Broiler
partnership with the Foundation for Food and Agriculture Research (FFAR),
McDonald’s seeded $4.6 million ($2 million in investment with an additional $2.6
millionenabled in matching grants) to develop systemsto automatically gather
onfarmkey health and welfareindicators,includingbehavioral measures. These
technologieswillbeamongthefirstoftheir kind available on acommercial scale
and will help McDonald’sidentify opportunities forimprovementin broiler
welfare.

3. Providingenrichmentsto supportnatural behavior— We are working with supply
chain partnersto ensure housing environments promote natural behaviors such
as pecking,perchingand dust-bathing.

4. Running commercial trialsto study the effects of certain production parameters
on welfare outcomes—We are conducting large-scale commercial trialsin
partnership with key global chickensuppliersto studythe impactsthatcertain
production parametershave on key welfare,environmentaland farm-level
outcomes.

5. Implementing third-party auditing— Asweimplementourglobalbroilerkey
welfare standards, we will establish third-party verificationto confirm continuous
improvement.

6. Controlled Atmospheric Stunning (CAS)-CASisaU.S. Departmentof
Agriculture-approved methodthatisrecognized to be more humaneforthe
animal,while also ensuring better conditionsforworkers.McDonald’swas one of
the first retailersto implementa CAS system into abroiler supplychaininthe U.S;;
currently, 100% of our Canadian supply chain and approximately 40% of our U.S.
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supply chain utilizes CAS,whileitis widely practiced by McDonald’s suppliersin
Europe and Australia. We are on track to achieve 100% CASin our U.S. supply
chain by2024.

7. Establish McDonald’s Chicken Sustainability Advisory Council, which hasnow
beeninoperation since2018andis supporting ourcontinued journey by
providingcrucial insightsand knowledge.

8. Completean assessmentto measure the feasibility of extending these
commitmentsto additional globalmarkets where McDonald's operates.

These commitmentswill positivelyimpact more than 70% of our global chicken
supplyand will be fullyimplemented by 2024.

Thechickensused for meatin our global supplychainareonlyrearedin cage-free
systems. Wedo notaccept any chickensraised in caged housing,including stacked or
patio systems.

“I' think it's one of the most comprehensive corporate programs | have seen for chickens
because it includes welfare, environmental enrichment, and sustainability.”

Dr. Temple Grandin,animal welfare expertand livestock researcher who pioneered
humane slaughterhouse practices

Industry Partnership on Beef Sourcing

One of the ways we actively contribute to bringing the GRSB principlesto lifeis
through the European Roundtable for Beef Sustainability (ERBS). In 2018, McDonald’s
chaired the ERBS as it set out its ambitiouslong-term commitmentsto beef
sustainability,including several related to animalwelfare:

e Targetmortalityrates are below1.5%.2
e Allanimalshaveaccessto loose housing (when housed) by 2030.

e Allanimalsaregiven painrelief (analgesics)forall surgical proceduresand forall
formsof castration,dehorning and disbudding.

McDonald’sisworking with our suppliersand industry groupstoimplementthese
targets across our largest European sourcing countries. The target for loose ho using
will havea particular positiveimpactin Poland and Germany, where tethered systems
are commonplace fordairy cattle during the wintermonthsand where changesto this
practicerequire high levelsofinvestmentatthefarm level.

Sourcing Pork Responsibly
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As of early 2022, over 60% of McDonald’s U.S. pork supply chain has phased out the
use of gestation stallsfor pregnant sows, a significant step on ourjourneyto phase out
thistype of confined housingand maximize thetime thatpregnantsowsspendina
group environment. Ourcommitmentisguided bytheindustry-and American
Association of Swine Veterinarians (AASV)-endorsed definition forgroup housing for
pregnantsows.

Sinceannouncingthe commitmentin 2012, McDonald’'sand our supplier partners
have worked diligentlyto meetthisgoal and remain dedicatedto achievingit,
engaging with industry-wide stakeholdersto share ourvision with an ongoingfocusto
driving progressat scale.In 2017, we reached a milestoneto source pork forthe U.S.
business onlyfrom producerswho share our commitment.

McDonald’stargeted the end of 2022 for completion,howeverindustry-wide
challengesforfarmersand producers—such asthe impactsfrom global outbreaks of
African Swine Feverand the COVID-19 pandemic—have delayed progressfor
producersand interrupted business. By the end of 2022, we expect 85 to 90 % of our
U.S. pork volumeswill be sourced by suppliersfrom producersin conformity with our
commitment, representing material progressagainstour original10-year timeframe.
McDonald’s currently buys nearly 175 million pounds of pork sourced from a group
housing environmentforpregnantsows.

Due to these challenges,McDonald's hasextended the timeframe forachievementof
thiscommitmentbytwo years. Phasing outthe use of gestational stallsfor pregnant
sows inthe U.S.isan objective thatremainsvital to McDonald’'s businessand buildson
our decades-long commitmentto animalhealth andwelfare. We remain committed to
thisjourney, and we are on track to achieve ourtarget by the end of 2024. We will
continueto transparently communicate progresson thistarget,inlockstep with our
supplierpartners.

Sourcing Cage-Free and Free-Range Eggs

TheU.S. egg supply chainisnowmorethan 74% cage-free as of the end 0f 2021, and in
2021 we sourced morethan 1.3 billioncage-free eggsforourMcDonald’sU.S.
restaurants.

Canada sources more than 57% cage-free eggs, and in 2021we sourced morethan79
millioncage-free eggsforour McDonald’s Canadian restaurants.

Australia’segg supply chain is100% cage-free.
We've been cage-free forthe breakfastmenuin all European markets since 2011

(except Belarus, Russia and the Ukraine, which accountforapproximately 6% of whole
eggsin Europe).
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All oftheeggs used inourmenu and asingredientsin McDonald’s Netherlands
productsare free-range. France, Germanyand the U.K. have also achieved a100%
cage-freeegg supply chain.

Footnotes
'These commitmentsapplyto chicken raised forsale at McDonald’s restaurantsin
Australia,Canada, France,Germany, Italy, Ireland, the Netherlands, Poland, Russia,

South Korea, Spain, Switzerland, U.K.,and U.S.

2Forsystems with mortality rates above thistarget, a year-on-year reduction of 20%
should beachieved.
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Why It Matters

We count on our suppliers to bring us quality ingredients and products, so that we
can serve deliciousmeals to every customer in every McDonald’srestaurant. We
depend on the success, resilience and sustainability of the many businesses across
our supply chain.

Attheheart of our supply chain arethe farmers, ranchers,growers and producerswho
growour ingredients,and we want every one of them to thrive — from large agricultural
businesses to smallholdersand familyfarms. We believe the keyto thisis to drive
positive social,economic and environmental benefitsforeveryone. Thisiseven more
urgent today because farming communities have been facing significant pressure —
from environmental challengesto therecenteconomic and socialimpacts of the
COVID-19 pandemic.

Our Strategy

The strength and resiliency of our supply chain comesfrom our strong
collaborationsand partnerships. We work closely with suppliers to support
economicallyviablefarmingandimproveaccessto knowledge,tools and best
practice farming methodsthat lead to positive social,economicand environmental
benefits.

Recognizing Leading Farmers
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By helping to enable peer-to-peerknowledge sharing, we wantto positivelyimpact
farmers’ ability to increase their efficiency, productivity and profitability while
preserving theplanetoverthelongterm.Thisiswhy we've launched programssuch as
McDonald’s Flagship Farmers Program to recognize leadingfarmersand encourage
knowledge sharing acrossthe farming community.

Our Flagship Farmers Program harnessesthe knowledge and experiences of forward -
thinking farmers,ranchers, producers and growers who are passionate about
agricultural sustainabilityand sharingthe best practicesthey use to supplyour
ingredients.Byinspiring,engagingand collaborating with otherfarmers, individual
producers can help drive positive change. Applying field-proven best practicesisone
way inwhich we believe farmers can addresscritical challenges, make positive
contributionsto nature and ensure long-term viability.

Investing in Farming Communities

Through partnershipswith our suppliersand expert groups,we are investingin
programsthatsupportfarmers and theirlivelihoodsto enhancetheirresiliencein the
face of multiple challenges,includingchanging weather patternsand labor shortages.

Whenitcomesto coffee,McDonald’slaunched the McCafé Sustainability
Improvement Platform (McCafé SIP)in partnership with Conservation

International and our coffee roasters. McCafé SIP isa framework to engage and guide
our coffee supply chainin sustainable sourcing,aswell asinvestin coffee growers and
theircommunitiesoverthelong term.

McCafé SIPis currently activein five countriesacross South and Central America,
reaching nearly 6,000 farmsas of 2019. McDonald’sand our Franchisees partnerwith
roasters to investin programsthat provide,forexample,direct premiumsto farmers
to supporteconomicviability,aswell asfarmer training, technical assistance, tools
andresources, and measurementand evaluation. Together,we can help them better
care forthe land,increasetheiroverall productivityand improve the quality of the
coffee they produce.

We havealso created an Advisory Council to provide input on the strategic direction of
McCafé SIP.The Advisory Council membersinclude ConservationInternational, the
Rainforest Alliance, Committee on Sustainability Assessment (COSA), Solidaridad,
Sustainable Food Lab and Fair Trade USA.In partnership with Conservation
International and with inputfrom the Advisory Council,we developedand introduced a
set of minimum requirementsthatall farms must meet and that will be assessed
through third-party audits. These requirements are focused on social and
environmental impacts such ashumanrights, health and safety, and deforestation.

In partnership with COSA, we have also expanded performance metricsthat measure

continuousimprovementtoward social,environmentaland economic standards
annually. Through analysis of these metrics, ourroasters can better target
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investmentsin programsthat supportincomediversificationorfood securityand help
to build theresilience of these communities.

“There’s leadership coming out of some surprising places. Companies like McDonald’s are
actually leading the field now. They're doing a lot more than some very visible coffee
brands. And they do sell a ton of coffee.

Daniele Giovannucci, President of the Committee on Sustainability Assessment

Accelerating Sustainable and Regenerative Farming

As we continueto listen and learn from the farming community, we're focused on
finding ways to work togetherto scale nature-based solutions,including climate,
solutions,acrossthe supply chain. Thisincludes partnering with suppliers,

expert nongovernmentalorganizations (NGOs) and other organizationson farmerand
rancher-led programsto help scale up sustainable and regenerative farming; this not
only helpsto mitigate climate change butalso supportsfarming communitiesto be
moreresilientand economicallyviable forthelong term.

Sourcing Locally

As abusiness of our size and scale, our abilityto be agilerests on adiverse supply
chain made up oflocal farmers, multinational agriculture companiesand everythingin
between. In marketsaround the world, we work closelywith local farmersand
producersto source ingredientsforsome of ourmosticonic menuitems.Forexample,
in Romania, our Egg McMuffin®is made with eggs sourced in Romania.
Cheeseburgers in Brazil use beef, produce, cheese, bunsand even ketchup supplied
exclusively by Brazilian producers.In nearby Argentina,the bunsand lettuce inthe
McPollo®sandwich come from Argentinian producers.

Inthe U.K. and Ireland, we have along-standing track record of using ingredientsfrom
local farming communities. We are proud to partner with over 23,000 local farmersto
source ingredientslike the beefforouriconichamburgers,the eggsforour Egg
McMuffins and the potatoesfor ourdelicious Frenchfries.

Helping Support the Sustainable Development Goals

Our work on farmer livelihoods supportsthe UN Sustainable Development Goals —a
globalagendato end poverty, protectthe planetand ensure prosperity for all,in
particular:

Goal 2: Zero Hunger (Specifically targets 2.3 and 2.4)

65


https://sustainabledevelopment.un.org/sdgs
https://sdgs.un.org/goals/goal2

8 DECENT WORK AND
ECONOMIC GROWTH
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Goal 8: Decent Work and Economic Growth (Specificallytarget 8.5)

Goal15: Life on Land (Specificallytargets 15.1,15.2 and 15.5)
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Goal17: Partnerships for the Goals (Specificallytargets 17.16 and 17.17)

Our Actions

Celebrating Farmers Who Are Leaders in Their Communities

We are proud to elevate exceptional producerswho can encourage wideradoptionof
sustainable practicesbut who are also leadersin theircommunities. Flagship Farmer
Stephen Hughes, a beef producerfrom western Canada,isagood example of this.
Stepheniscommitted to working with natureratherthan againstit. Bringing together
a community of people who share hisdesire to raise cattle inamore environmentally
consciousway, heis helping to leave theland betterthan when he started.

Stephenisalso committed to supporting hiscommunity and believesfuture
generationsshould see sustainabilityasnormal practice,whichiswhyheisactively
engaged with 4-H,a nonprofityouth organization thatworkswith young people to
develop life skillsandleadership. Asa4-H Beef Club leader, Stephen works to promote
sustainability through workshopsand debates. By promotingthistype of engagement,
Stephenisteaching young peopleabouttheimportance of beingan active contributor
to theircommunity.

We are proud of theimpactourFlagship Farmers Program ishaving throughfarmers
like Stephen.Recently,the program completed its near-term objective of identifying
beef Flagship Farmersin10of McDonald’sleading beef-sourcing countries. That
meansthat sinceitslaunchin 2007, Flagship Farmers hasrecognized 34 farmersin 17
countriesacross four continents.
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Empowering Coffee Farmers in South America

Through McCafé SIP,we're enabling coffeeroastersto leverage theirexpertise and
relationshipsatorigintoinnovateand advance sustainable farming practices. For
example,in 2019 over 2,000 farmersin the Antioquiaregionin Colombiatook partin
fertilizermanagementtraining and storage training, whichhasin partcontributed to
farmsseeing a substantial increase in water quality. As of 2019, 50% of farmers
surveyed as part of one supplier-led programwereimplementingall water
contamination prevention practices,up from 22% in 2018.

Inthe sameyear, afurther 1,600 individuals from over650farmsin Valle de Cauca,
Colombia, received trainingon record keeping, environmental stewardship and quality
assurance. Thistook place aspart of a course to help them become coffee quality
technicians,ensuring productionof high-quality coffee beans. Of the participants,
40% identified asyouth,an underemployed population,and truly the next generation
of coffee stewards.

One coffee growerwho has been positivelyimpacted by McCafé SIPis Tatiana
Machado, based in Urrao,atown in Colombia’s Antioquiaregion. When Tatiana started
the coffee business with her husband, she knew little aboutfarm management.
Through McCafé SIP,she has been ableto attend trainingsand receive technical
assistance on a widerange oftopics,such as caring for coffee seedlingsand learning
best practicesfor the bean fermentation process. All the knowledge and expertise
gained hashelped Tatianaimprove the quality of her coffee,and she isnowhelping to
replicatethe same practiceson nearbyfarms to uplifteveryonein the community.

Supporting McDonald’s Moveto Cage-Free Eggsinthe U.S.

In 2015, McDonald’s USA announcedthatitwas committing to sourcing 100% cage-
free eggs by 2025. Thistarget posed abig challenge to ouregg suppliers,many of
whom were notset up to meetthis newdemand. That's why we are supporting our
farmers as they migrateto newfarming systems and processes by providingthe
resources and aid they need to make large operational shifts. By collaborating with our
farmersin thisway, we can work towards our own targets while supporting farmersas
they moveto more sustainable and profitable operations.

TheU.S. egg supply chainisnowmore than 60% cage-free while Canada now sources
55% cage-free eggs. We are proud to say that Australia, France,Germanyand the U.K.
haveall achieved a100% cage-free egg supply chain.In addition,all European markets
have used cage-free eggsfor the breakfastmenusince 2011 (except Belarus, Russia
and the Ukraine,which accountforapproximately 6% of whole eggsin Europe).

Investing in Regenerative Farming

Inthe Northern Great Plains, we're working with World Wildlife Fund (WWF), Cargill and
the WalmartFoundationto improve regenerative grazing practicesacrossone million
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acres of land.Meanwhile,in Nebraska, we've teamed up with Target, Cargilland The
Nature Conservancyto investin regenerative soil health practices. These projects
work directly with local farmersand ranchers, providing important p eer-to-peer
learning networks, as well as technical expertise, training and toolsto implement
practices. Through these programswe can help to reduce emissions, mitigate climate
changeand supportlivelihoods,which alsosupportachievingourscience-based
target to significantly reduce emissionsacrossour supply chain, restaurants and
officesby 2030.

“As we’ve moved forward in this journey, we’re proud to farm in a way that’s good for the
birds, that makes our staff proud of the work they do, and results in a product consumers
love. We're really proud to be a supplier for McDonald’s and we hope to continue our family
tradition for generationsto come.

Peter Forsman, Farmer, Forsman Farms

68


https://www.worldwildlife.org/press-releases/world-wildlife-fund-joins-the-walmart-foundation-cargill-mcdonald-s-to-launch-million-acre-grazing-initiative-to-help-restore-grasslands-address-climate-change
https://corporate.mcdonalds.com/corpmcd/en-us/our-stories/article/ourstories.soil-health-strategy.html

Supply Chain Human Rights

Why It Matters

McDonald’shas a complexglobal supply chain with thousands of direct suppliers
employing morethana million peoplein over100 countries. A supply chain of this
scale gives us an importantresponsibility to onlydo business with suppliers that
respect the fundamental rights of their employees and partners.

Human rightsare universal rightsintrinsic to everyhuman being. While individual
states have aduty to protect humanrights,we also believe thatbusinesses like
McDonald’s,and our suppliers,have aresponsibility to respect them within our sphere
ofinfluence.We knowwe can be aforce forgood in communitiesand em power our
suppliersto do the same, always considering theimpactof ourdecisionsso thatwe
can stand by them with confidence.

Our Strategy

The success ofthe McDonald’s System lies in our trusted relationshipswith
suppliers. All suppliers must, regardless of the cultural, social and economic context,
meet our expectations of fundamental rights for all people.

At McDonald’s,we conductouractivitiesin amannerthatrespects humanrightsas
set outin the Universal Declarationof Human Rights. Ourcommitmentto respect
humanrightsisdefinedin our Human Rights Policy (PDF —91KB), which appliesto
McDonald’s Corporation and our whollyowned subsidiaries worldwide. Our
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expectationsof our suppliersaround the world are outlined in our Supplier Code of
Conduct (PDF -1.4 KB) ("Code").

In order to provide goodsand servicesto the McDonald’s System, suppliers must meet
our high standards,and direct suppliersare required to committo upholdingthe
standardscontained in our Code. We expect, and provide guidance to assist,our
suppliersto meetthe standardsforhuman rights,workplace environment, business
integrityand environmental management containedin the Code. We also expect
suppliersto implementtheirown managementsystemsin these areas.

We expect thatsupplierstreat theiremployeeswith fairness, respect and dignity,and
follow practicesthat protectthe health and safety of people working in their facilities,
incompliance with national andlocallaws. We also require our suppliersto hold their
own suppliersto the same standardsas outlined in our Code,and to create internal
mechanismsand programs forhandling reports of workplace grievances,including
anonymousreporting.

Our Supplier Workplace Accountability Program

McDonald’shasacomprehensive Supplier Workplace Accountability (SWA) program,
which supportscompliance with the standardsand expectationsoutlinedin our Code.
The SWA program aimsto help suppliersunderstand our expectations, verify
compliance and work toward continuousimprovement.

The SWA program provides suppliersand McDonald's Global Supply ChainTeam with
training to understand human rightsissuesand our SWA program requirements. Built
onamodel of continuousimprovementand education,SWA includesan online
training platform where supplierscan access optionaltoolsand resourcesthat
provide guidance on humanrightsissues.

In addition to our Code,McDonald’s Supplier Workplace Standardsand Guidance
Document (SWSGD)isshared with all suppliersand providesdetailedguidance on
each aspect ofthe Code and how suppliersand their supply chainscan meetour
expectations.For example,the SWSGD clearly explainsthatall suppliers should:

e Ensure their hiring processand that of theirrecruitmentagenciesprovide people
employmentundervoluntary terms.

e Maintainlegallyaccepted age verificationrecordsto demonstrate all workers are
of legal working age when theycommenced work.

o Respecttherighttoassociate, ornot,with anygroup oftheir choice,aspermitted
by law, without fear of reprisal,intimidationorharassment.
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e Respecttherightsofpeopleto bargain collectivelywhere suchrightsare
established bylaw or contract.

In 2021, McDonald’supdated the SWSGD and hosted training sessionson the updated
standardsthat reached more than 4,000 suppliersand McDonald’s staff and featured
interviews with external experts.

Sincethelaunch ofthe SWA program,McDonald’s hasengag ed with thousands of
suppliersand facilities to ensure respect forhuman rightsand mitigaterisk. We are
proud that many of our supplierstake theircommitmentsseriouslyand,in some
cases, havetheirown equallyrobust complianceandreportingprograms thathave
been evaluated and approved as equivalentto McDonald’'s SWA program.We have
seen animprovementin compliance overallsincethe SWA program beganand, as of
June 2021, more than 4,300 facilitiesare actively participating in the program.

Verifying Compliance With Our Supplier Code of Conduct

Humanrightsduediligenceisincorporated into the SWA program throughon -site
announced and unannounced audits conducted by third-party auditing firmsthat
assess compliance with our Code. As part of the onboarding processto becomea
McDonald’s supplier, suppliersmust complete the required steps of the SWA program
(outlined below) to verify that they can meet our expectations.

We work with a number of third-party social compliance auditing firmsaround the
world thathave expert knowledge and understanding of locallanguages and cultures.
On-siteauditsare physical inspectionsof thefacilityand include visits to worker
housing and cafeterias. The auditing firmsalso conduct private workerinterviewsand
review facilityrecordsand business practices.In addition,they check the suppliers
compliance with each aspectofthe Code, such as verifying thatall workers are of
legal age to work. As well as maintaining legally accepted age verification records,
suppliersare also expected to investin remediation systemsintheeventanunder-
agepersonis hired,to assist in theirreturn to their school orsupportanyother
solutionthatserves the child’sbest interest.

Instances of noncompliance are shared with the supplier,who must then produce and
completeacorrectiveand preventive action plan to addressnoncompliance. The plan
must provide specific time frameswithin which corrective action willbe taken, root
causes analyzed,and policiesand procedures updated. In instances of significant
noncompliance, suppliersare subjectto a follow-up audit.

McDonald’sSWA programisdesigned to supportsuppliersin meeting our standards.
However,there are circumstances underwhich McDonald'swill remove a supplier
from the supply chainto addressinstances of significantnoncompliance with the
Code.
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McDonald’s Process for Verifying Compliance
Step 1: Onlinetraining to help suppliersunderstand whatis expected of them.

Step 2: Supplierscomplete arigorousannual self-assessment questionnaireto
appraisetheircurrent systems and practices. Thisresults in a reportindicating areas
forimprovement.

Step 3: Third-party firmsconductannounced and unannounced audits.

Step 4: The auditing firm sharesany noncompliances with the supplier,whoisthen
required to produce an action planto addressthenoncompliance.

Inthe case of serious noncompliances, afollow-upaudit will be carried outto monitor
progress. Ultimately, McDonald's mayremovethe supplier from the supply chain.

Ethical Employment and Recruitment Practices

Fundamental to our Codeis an expectation of ethical employment practices by our
suppliersand their supply chain,includingsubcontractorsand third -party labor
agencies.Our Code clearly prohibitsany form of slave, forced,bonded,indentured or
involuntary prison labor,and prohibits suppliersand third -party laboragenciesfrom
retaining employees’government-issued identification, passportsorwork permitsas
a conditionof employment. We also expectour suppliersto provide theirowninternal
reporting mechanisms, to ensure their employeeshave a safe and timelywayto report
workplace concernswithoutfear of retaliation.

On-siteauditsinclude areview of ethical recruitment practicesto verifythat workers
are employed undervoluntary conditionsand have freedom of movement. This
includesverificationthat:

e Workersare notchargedillegal feesasa conditionof employment.
e Workercontractsare inthe local language and signed by the worker.

o Suppliersdo notretain workers’government-issued identification, passportsor
work permits.

Understanding and Assessing Risks

Animportantelementofourhuman rightsduediligence approachisunderstanding
global and nationalhumanrightsrisksand using thisinformationto evolve the SWA
program.We assess the potential humanrightsrisks of our supply chainsthrough
desk-based research, supply chain mappingand on-site audits,and relevant
stakeholderengagement.
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A key indicator of risk we use isthe country of origin from which we are sourcing
productsor raw materials. Forexample,we use analysisof country-level humanrights
risksto helpinform theauditcyclesfor oursuppliers. Facilities situated in countries
that are considered to be at highrisk require more regular on-site audits, regardless of
the outcome of previous audits.

Conducting a Human Rights Impact Assessment Along the Supply Chain

In order to uphold our high standardsforrespecting humanrights, we knewwe
needed to better understand the humanrightsrisk associated with the various
commoditieswe source. In 2018, McDonald’sengaged an external providerto conduct
a Human RightsImpact Assessment (HRIA) atthe farm level. The assessment enabled
us to identify that, of all of the commodities we source, palm oil, tea, coffee and timber
present the greatest risk of exposure to human rightsconcerns, with occupational
health and safety, migrantworkersand decentworking timeidentified asthe highest
risk areas.

Inaddition to thefarm-level commodity assessment,the HRIA also included a
stakeholder consultation with key nongovernmental organizations (NGOs) to
understand howindustry experts viewthe human rightsrisksassociated with the
production of the variouscommodities,aswell as theirobservationson howtherisks
can best be mitigated.

TheHRIAfindings,and the correspondingrecommendations, help us strengthen
human rights managementframeworksto betteridentify,assess, prevent, mitigate or
remediate salienthuman rightsissues. For example,as we update our sustainable
sourcing policiesfor specific commodities, we consider these recommendationsin
informingourhuman rightsdue diligence requirementsfor suppliers.

We also use the HRIA findingsto raise awareness of human rightsrisksamong our
supply chain staff who procure productfor the McDonald’s System and have taken
steps to strengthen risk management proceduresand improvementplans.

By identifying the most salienthuman rightsissues within these supply chains,we aim
to strengthen ourrisk management procedures,develop appropriate improvement
plansand increase awareness of these issues within our business. In the spiritof
ongoingcollaboration,McDonald’s also shared theinformation fromthe HRIA with
otherbrandsthat purchase similarcommodities,and we are exploring furtherways to
work with the wider industry.

Reporting Mechanisms

Our SWSGD providesa step-by-step best practice process to help suppliers establish
an effective grievance mechanism, guidedbythe UN Guiding Principleson Business
and Human Rights. While we require suppliersto provide theirworkerswith theirown
robust internal proceduresto raise issues, our Business Integrity Line,and an email to
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reachthe SWA global managementteam,are open to third parties,including suppliers
andtheiremployees,if they suspect orbecomeaware of anyalleged breachesto our
Code.Our Codeexplicitly states thatthe suppliersreporting program must protect
the worker’s confidentialityand must prohibit retaliation inresponse to reporting
issues.

Collaborating With Stakeholders

McDonald’siscommitted to engagingwith relevant stakeholdersto continueto
advanceourapproach to humanrights,and we participateinrelevantforumsto track
and addressemergingrisks.In 2019, McDonald’s convened a multi-stakeholder
roundtable of human rightsexpertsand advocates on the sidelines ofthe UN Forum
on Business and Human Rights. Amongthe group were stakeholders from civil
society, academia, the public sector, peer companiesand international organizations.
Thegroup received an update on McDonald’s supply chain humanrightsactivitiesand
provided feedback and advice onhowto advancethe program.

We believethatreal, systemic changethroughoutthe supplychain requires
partnership with industry.In 2016, we joined the ICTI Ethical Toy Program (IETP) forour
Happy Meal®toys scheme, bringing togetherindustry partnersto support a
sustainable supply chainforthetoy and entertainmentindustry. We also participatein
initiatives such as AIM-PROGRESS, which supportsresponsible sourcing,and
Business for Social Responsibility's Human Rights Working Group (HRWG), which
supports implementationof the UN Guiding Principles on Businessand Human Rights
in ashared-learning forum of more than 40 companies.

Leveraging Certifications Within Commodity Supply Chains

We are exploring waysto map the SWA program againstcommodity certificationsto
better understand which issues are being assessed atthe farm level.In addition,our
2020 commodity goals—forbeef, chicken (including soyfor feed),palm oil,coffee and
fiber—address humanrightsthrough certification schemesthathelp to provide
humanrightsassurances deeperwithin oursupply chain. These standards
complementouroverarching strategy:

Beef

We are working with our supply chain to expand programsthatalign with the Global
Roundtable for Sustainable Beef (GRSB) principlesand criteria, which include ensuring
respect for peopleand communities.

Soy (Used For Chicken Feed)

We leverage ProTerraorRound Table on Responsible Soy (RTRS) certification
standards,which have criteriaregarding human andlaborrights,abolitionofany type
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of discrimination and forced labor,as well asestablishing requirementsforrelations
with neighboringcommunitiesand indigenous communitiesand theirrights.

Palm Oil

We are committed to sourcing Roundtable on Sustainable Palm Oil (RSPO) certified
palm oil,which aimsto strengthen social development, environmental protectionand
economic prosperity acrossthe sustainable palm oilvalue chain.Wealso have
expectationsof our centrally managed suppliers of restaurantand par-fry oil to
address humanrightsconcerns.

Coffee

Sourcing coffee certified to international sustainability standards such as Rainforest
Alliance,UTZ and Fairtrade International,and Fair Trade USA iskeyto our supply chain
humanrightsstrategy. In parallel with our certification work, we have also launched
the McCafé Sustainability Improvement Platform (SIP)in partnership

with Conservation International. These two approachesare complementary efforts,
and we will continue to supportboth certification and direct collaboration with
farmers as methodsto achieve positiveimpacts.

Fiber

McDonald’sleveragesexisting certification schemes,including Forest Stewardship
Council® (FSC®), Programmeforthe Endorsement of Forest Certification (PEFC) and
PEFC-endorsed national systems, which ensure the rights of forest-dependent
communitiesarerespected.

Helping Support the Sustainable Development Goals

Through our efforts to respect human rightswe aim to support the UN Sustainable
Development Goals,aglobalagendato end poverty, protectthe planetand ensure
prosperity for all,in particular:

8 'DECENT WORK AND
ECONOMIC GROWTH

o

Goal 8: Decent Work and Economic Growth (Specificallytargets 8.7 and 8.8)
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Goal16: Peace, Justice and Strong Institutions (Specificallytargets 16.5 and 16.6)
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Goal17: Partnerships for the Goals (Specificallytarget 17.16)

Our Actions

Supporting Family Friendly Spaces Program in China

McDonald’sworkswith partnersand suppliersto support working parentsin the
supply chainasa memberofthe IETP. We encouraged Happy Meal toys suppliersto
partnerwith IETP and theirimplementation partner CCRCSRto create Family Friendly
Spacesat several facilitiesin China. These have subsequently had a meaningful
impacton migrantworkers. Across China, millions of workershaveto leave their
childreninrural villages with family and friends while they are away working aturban
factories. The program reunites some of these “left-behind” children with their
working parentsduring the school summerholidays.

In 2019, 10 toy facilitiestook partin the program and in 2020, despite the pandemic,we
had two toyfacilities participateinthe program. The 466 participating children,aged
3-12years, attended factory-based childcare run by trained staff. The children took
partinactivitiesand daytripsthathelped broaden theirhorizonsand strengthened
parent-child relationships. Animpact study of the wider program donein 2020found
that workersfelt confidentthattheirchild was safe while they went to work and that
the spacesallowed them to spend more time with their child. The study also revealed
a 321% increasein worker satisfaction and a 39% increase in worker retention.

Continuous Improvement Through Supplier Workplace Accountability Program

The SWA programincludesan online training platformwhere suppliers can access
optional toolsand resourcesthat provide guidance on humanrights issues.
Additionally,in 2017 McDonald’steamed up with other AIM-PROGRESS brandsto
provide optionaltraining to supplierson theimportance of responsible sourcing.
Through thiscoalition, suppliersaround the world received trainingon critical human
rightsissues, including:

e Training suppliersin Malaysiaonforced labor,grievance mechanismsand
managingmigrantlaborin 2017.

o Sessionson health and safety, forced labor,working hoursand socialinsurance
for Chinese suppliersin 2018.

e Trainingonforced and childlabor,wagesand workinghours,and health and
safety forsuppliersin Brazil in 2019.
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Collaborating With Coffee Producers

Launched in partnership with ConservationInternationalin 2016, the McCafé
Sustainability ImprovementPlatform (SIP) isaframework to engage and guide our
coffee supplychainin sustainable sourcing,aswell asinvestin coffee growers and
theircommunitiesoverthelongterm.We collaborate with coffee producersto design
andimplementprogramsand deliver optional toolsand resourcesthataim to address
needs specific to the farming community and improve farm performance.

McCafé also providesroasterswho supply our coffee with guidance acrossfour key
elementsthey must achievein orderto haveaSIP-approved program.

How McCafé SIP Works

Transparency

Understanding who grows our coffee and identifying allfarmsand farmers
participating in a SIP-approved program.

Producer Collaboration

Identifying needs specific to the farming community and collaborating with them and
local partnersto providerelevanttraining and tools.

Measured Performance

Tracking progressagainst globally recognized minimum requirementsand
continuousimprovementindicators for sustainable coffee production.

Assurance
Verifying data through third-party audits.

We created an Advisory Council to provideinputon the strategic direction of McCafé
SIP,with membersincluding Conservation International, Rainforest Alliance,
Committee on Sustainability Assessment (COSA), Sustainable Food Lab, Fair Trade
USA and Solidaridad. The Councilhasintroduced a set of minimum requirements
focused on social and environmentalimpacts, such ashumanrights, health and
safety, and deforestation, thatall farms must meetand that will be assessed through
third-party audits.

In partnership with COSA, we have also expanded performance metrics,which
annually measure continuousimprovementtoward social,environmental and
economic standards. Throughanalysis of these metrics,ourroasters can better target
investmentsin programsthat supportincomediversificationorfood securityand help
to build theresilience of these communities.
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Our Planet

We Are Driving Climate Action and Helping to Keep Waste
Out of Nature

In partnership with our Franchisees, suppliers and producers, we're finding newand
innovative ways to reduce emissions, keep waste out of nature and preserve natural
resources. From minimizing how much packaging we use to investing in renewable
energy and partnering to advance sustainable and regenerative agriculture practices
—we want to help protect our planet for communitiestodayand in the future.

“To secure a thriving food system for the future, the food industry has an opportunity —and
responsibility — to help mitigate the impacts of climate change and find more sustainable
ways to feed people. I’'m proud of McDonald’s commitment to accelerate action and
achieve the widespread adoption of more sustainable practices, evenas we navigate the
impact of COVID-19. Drawing on the support of our Franchises, suppliers and producers we
can continue to build a more sustainable and resilient industry.

Francesca DeBiase, Executive Vice President, Chief Supply Chain Officer
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Our Impact Areas

We were thefirst global
restaurant companytoseta
science-based target to
reduce emissions in our

restaurants, officesand
across our supply chain. By
2030, we expecttoprevent
approximately 150 million tons
of greenhouse gas emissions
from being released intothe
atmosphere, the equivalent of
taking 32 million passenger
carsoff theroad foran entire
year.We're prioritizing action
inareaswherewehavethe
biggest opportunitiesfor
impact—including renewable
energy.Our 2019 investments
inrenewable energy will
preventroughly 700,000 tons
of carbon emissionseach year
inthe U.S.-theequivalent of
planting more than11million
trees. In 2020, we also unveiled
afirst-of-its-kind restaurant
designed tocreate enough
renewable energy on-siteto
cover 100% of itsown energy
needson anetannual basis.

R

Packaging & Wste

We're testing new packaging
and recycling solutions around
theglobetohelp usreduce
packaging, switchtomore
sustainable materialsand help
customers toreuse and
recycle. Today,weare
approximately 78% of the way
toward our ambition to source
all packaging from renewable,
recycled and certified sources.
We'realso partneringtohelp
drivechangeat scale. This
includesour roleas a
convening member of the
NextGen Consortium, which
aimsto advancerecoverable
solutions for thefiber to-go
cup system, and our
partnership with Loop totest a
reusable cup system for hot
drinks.
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Sustaiable Agricultre &
Beef

We want tomake sure the
beefin our burgers
contributestoa sustainable
food system in which
communities, animalsand
the planet thrive. We know
thatwedontyet haveallthe
answers, but we're engaging
with expert groups, farmers
and industry totest and scale
more sustainableand
regenerative practicesthat
help protect nature, reduce
greenhouse gas (GHG)
emissions and secure farmer
livelihoods. For example, we
haveteamed up with the
World Wildlife Fund, Walmart
Foundation (WWF) and Cargill
toimprovegrazing
management practices
across one million acres of
land in the Northern Great
Plains—oneof the last
remaining temperate
grasslandsin theworld.
These effortshelp usreduce
GHG emissions and enable us
toprogresstoward our
climate commitment.



Conserving Forests

We've set an ambitiousgoalto
eliminate deforestation from
our global supply chain by
2030 and are committed to
working collaboratively—and
urgently —toaddressthe
complexchallenge of
deforestation. We're making
important progresson theraw
materialswebuy in the
greatest volume and where we
can havethebiggestimpact:
beef, soy for chicken feed,
palm oil, coffee, and fiber-
based guest packaging. Our
ambition istodrive
transformative practices by
testing cutting-edge
technology, such as satellite
mapping,andsharing best
practicesin ourindustry and
beyond.

Water Stewardship

We'veidentified and
prioritized water savingsand
improvement opportunities
across four key areas of water
management —irrigation,
public and staff amenities,
cleaning and beverage
services—and we have
partnered withthe World
Wildlife Fund (WWF), the
World Resources Instituteand
our Franchiseesand suppliers
todevelop a holistic water
stewardship approachto
protect this essential
resource. Across the world, we
already havelocally relevant
water strategies. For example,
our US 20x2020 By Design
programintheU.S.aimsto
use innovative design
strategiestoreduce energy
and water use by 20% by 2020
from a 2005 baseline.
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Climate Action

Progress Highlights

8.5% reduction in the absolute emissions of ourrestaurants and officesfrom the 2015
baseline

5.9% decrease in supply chainsemissionsintensity from the 2015 baseline

Why It Matters

We believe climatechangeis the biggest environmental issue of our time, with
impactsthat affect communitiesaround the world: from melting ice caps and
devastating forest fires, to shifting weather patterns that disrupt agricultural supply
chainsand threaten food security.

Asoneof the world’s largest restaurant companies,we have a unique opportunity to
mobilize our entire value chainto act now. In collaboration with our Franchisees, and
through our relationshipswith suppliers, farmers and ranchers around the world, we
can help to catalyze action around emissionsreductions and strengthen climate
resiliency.

Reducing emissionsand adapting to climate changeis critical to the collective
success andresilience of the McDonald’s System, and our ability to feed
communitiestoday andin the future. Whiletakingaction on climatechangeis
challenging and requires significantinvestment, we believe it will drive business
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value inthe long term by ensuring we are managing operational costsin our energy
supply, improving the security of supply of our raw materials and reducing our
exposure to increasing environmental risks, regulation and taxes.

Our Strategy

We are working in partnership with our Franchisees and suppliers to take on climate
changeand transform the food system for the better. We have been on this journey
fora number of years and we are proud that, in 2018, McDonald’sbecame the first
global restaurant companyto set a science-based target approved by the Science
Based Targets initiative (SBTi) to significantlyreduce greenhouse gas (GHG)
emissions. Through partnership and collaboration with our Franchisees, suppliers
and producers, we committed to reduce GHG emissions related to our restaurants
and offices by 36% by 2030 from a 2015 base year, as well as a 31% reduction in
emissionsintensity (per metric ton of food and packaging) across our supply chain.

Pledge to Achieve Net Zero Emissions by 2050

Climate science has progressed since we first set our targets in 2018, and we are
raising ourambition to meet currentrecommendationsand guidance from the SBTi.In
2021, we joined the United Nations Race to Zero campaign, pledgingto putMcDonald’s
onthe path to net zero emissions by 2050.

In pursuit of thisambition, we have committed to evolve our current 2030 targets to
align with the SBTi Business Ambitionfor1.5°C campaign,whichfocuseson reducing
emissions by 2030 to keep global temperaturerises under1.5°C. We will also develop a
longer-term emissionsreduction and neutralization strategy to reach netzero
emissions by 2050.

Taking Action to Cut Our Carbon Footprint

In collaboration with thousands of Franchisees, suppliersand producers,we are
prioritizing action on the largestelementsof ourcarbon footprint. Theseinclude
restaurant energy use and sourcing, packaging andwaste,and the sourcing of key
ingredientsforourmenu,such as beef. We are also contributing to thedevelopment
of GHG accounting methodsto demonstrate theimpactof factors such asland use
changeand carbon sequestration to our footprint, to keep our strategy robust and
resilient.
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Restaurant Energy Usage and Sourcing

Togetherwith our Franchisees, we are working across our restaurants to be more
innovative and efficient, with investmentsin areas such as renewable energy, LED
lighting andenergy-efficientkitchen equipment. Acrossthe globe,ourmarketsarein
various phases of strategy development, and in 2020 we launched a newinternal
climatedataand insightsplatformto support market-levellocal climate strategies
andtrack progress.

Packaging & Waste

Packaging helpsus serve food quickly and safely to our customers, but we also know
that howitis designed, produced, transported and disposed of can haveanimpacton
the planet. Our packagingand waste strategy aimsto accelerate a circulareconomy
and design outwaste to further help reduce emissionsacrossouroperationsand
supply chain.

Beef Production

We areone of the biggestbuyers of beef inthe world,and beef isone of the top three
contributorsto the overall carbon footprintof oursupply chain. Thisiswhywe are
prioritizing actioninthisareain partnership with our suppliers,nongovernmental
organizations (NGOs)and climate experts. Since 2011, we have supported and
participated in global,regionaland nationalroundtables, bringingtogether partnersto
identify,develop and scale the most sustainable agricultural practices. We request all
of our globallymanaged beef suppliersreporttheiractionson climate through CDP
Supply Chain.The majority have theirown climate targets,and we are working with
suppliersto develop tailored roadmapsforkeyingredients (including beef) to meetour
global GHG emissionstarget.

We are also working with partnersto advance the science around sustainable beef
farming practices. Ourwork with the Foundation forFood & Agriculture Research and
universitiesinthe U.S., for example,islookingathowregenerative grazing practices
can capture more carboninthe soil and increase biodiversity.

Engaging Our Supply Chain

To achieveoursupplychain goals,we work closely with suppliersand producers,
particularly ourbiggest suppliersinthe product categoriesin which we can have the
greatestimpact. We all sharea common commitmentto deliveringactionon climate
and driving continuousimprovement. We have setan expectation forall McDonald’s
globallymanaged suppliersto set climate targets, measure emissionsand make
reductions—particularlyin Scope 3emissions—in line with their broader sustainability
strategies.
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We work with expert partners such as CDP,an organization that helpscompanies
manage theirenvironmentalimpacts,to supportour suppliersin developing theirown
approach to climateaction. Through the CDP Supply Chain program,we engage with
our suppliersto better understand thelevel of action theyare undertaking acrosstheir
own businesses.

In 2021, we asked 131 suppliersto report to CDP Climate and Forests. Thiswas up from
2020 when we asked 107 suppliers— representing 79% of our global spend acrossfood,
packaging,logisticsandequipment—to reportto CDP.

Our supply chain focuswill be on areasincluding:

e Farm management-On farms, sustainability and efficiencyareinterconnected;
a carbon footprintisanindicatorofafarm’soverall proficiencyand thereforeits
profitability. When farmersare able to optimize theirresources, they also
improvetheireconomic viability and minimize their carbon footprint. We are
improving ourinsightinto the farmingsystemsthat supplythe food forour
menu,and our supplierswork with farmers to help themimprovetheir
efficiencyand reduce emissionsbyadoptingmore sustainable practices.

e Rebuildingsoils — Progressive grazing techniques and otheragricultural
practices can bolstersoil’sability to store carbon and improve climate
resiliency while optimizingthe nutrition itcan provide animals. We support
initiativesto help farmersadopt managementpracticesthatimprove soil
health,and atthe sametime ensure thatfarming systems thatactively
sequester carbon arerecognized in GHG measurements.

e Conservingforests—Forests playa pivotal rolein absorbing GHG emissions,
creating oxygen and supporting ecosystems—and yet around the world they
are underthreat from deforestation and degradation. Deforestationis
estimated to accountfor15% of the planet'sglobal GHG emissions,and
presents a real risk to our shared environment, aswell as ourbusiness, supply
chain and customers. We are working with partnersacross our global supply
chainsto verify that the products sourced forour menuare not putting forests
at risk,and we are committed to eliminatingdeforestationfrom ourglobal
supply chainsby2030. Read more aboutour work on our Conserving Forests

page.

o Post-farm efficiency— We are constantlylooking fornew opportunitiesto cut
emissionsthroughouttherest of our supply chain,and are working on
initiativesthatincludeimproving energy usage at supplier facilities,
transportation efficiency and reducing food waste.
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Keeping Our Transport and Logistics Impact Low

McDonald’slogistics network transports ourfood products more than 250 million
mileseveryyear. Our logistics providersare working to minimize the environmental
footprintofourdistribution activities byreducing the distances our productstravel,
movingtoward alternative fuelsand making productjourneys asefficientas possible.

We haveatwofold approach to workingwith our suppliersto achieve world-class
logisticsoperationswith thelowest possible environmental footprint:

1. Using fewer milesand lessfuel through continuousroutingimprovements,
innovationslike engineless cooling and air deflectors,and ongoingdrivertraining.

2. Increasing theuse of alternative fuelswith loweremissions.

In 2019, our two largestlogistics providers,HAVIand Martin Brower (MB), also signed
up to the SBTi,and committed to cutting carbon emissionsfrom theiroperations by
40% permetric ton of goodsdelivered by 2030, respectively,from a 2015 base year.
Sincethen,all of McDonald’s Global and North American independentlogistics
suppliershave set science-based targets, approved by the SBTi.

We also pairinnovation in transportationwith our efforts to eliminate waste from our
kitchensand supplychains.Forinstance, ratherthan relying on a separate collection
service, trucks in some countries “back-haul”waste from McDonald’s restaurants
when returning to the distribution centers. Thishelpsto recycle waste streams, like
cardboard,used cooking oil, some plasticsand cups, whilereducing mileageand
emissionsinthe process.

We encourageall ourlogistics providersto use carbon-efficientfuels. Thisincludes
alternative fuels such as renewable natural gas created from biowaste, biofuels,
hydrogen, natural gas, propane and electricity. Where possible, these biofuelsare
generated from by-productsrather than cropsgrown forfood.In 2017, McDonald’sand
our logistics providers became signatories to sustainability specialist BSR’s
Sustainable Fuel Buyers’ Principles, supporting growth inthe marketforlow-carbon
vehicles.

Managing Climate-Related Risks and Opportunities

We are assessing climaterisk and strengthening our collective resiliency becauseit’s
the rightthing to do forourplanet,our communitiesand ourbusiness. Welook to the
recommendationsofthe Task Force on Climate-related Financial Disclosures (TCFD)
to guide ourapproach.In 2021, we released our Climate Risk & Resiliency Summary,
demonstrating our continued commitmentto disclose climate-related risksand
opportunitiesforourbusiness. Key takeaways from the summaryinclude:
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e McDonald’shastaken action on climate foryears,and we are actively working
toward our science-based targetsthat cover Scopes1,2and 3, as well as
sustainable sourcing goals,deforestation commitmentsand more.

o Weareleveraging scenario modelingto understand the transition and physical
risksand opportunitiesforthe McDonald’s System, includingour supply chain,
Company officesand Company-owned andfranchised restaurants.

o WepledgedtoputMcDonald’sonthepath to netzero emissionsby 2050, and are
working with partnersto define a science-based framework thatwill guide the
future evolution of our existing targets.

e Ourclimatechangestrategyis guided and governed by a cross-functional
leadership team thatengagesall levelsof the Company, from the Board of
Directorsto country-level sustainability staff.

Collaborating to Drive and Advocate for Transformative Change

We knowthataddressing climate changerequiresacollective effortacrossour global
community. Thatiswhy we're partnering with our suppliers, Franchisees, industry,
governments,NGOsand othersto take action. Knowingwe are stronger workingin
partnership with others, McDonald’s workswith otherorganizationsand coalitionsto
advocateforfurther progresson climateaction.

e McDonald’spledged to achieve netzero emissions by 2050 through the United
NationsRaceto Zero Campaign.

e Throughthe SBTiBusiness Ambitionfor1.5°C campaign,we committed to evolve
our current targets with afocus onreducing emissions by 2030to keep global
temperature rises under 1.5°C.

e We continueto advocateforclimate policy,includingserving asa Leader’sCircle
of AmericalsAllIn (formerly We Are Still In) and recently building on our existing
engagementwith Ceres (see below). With these networks and a coalition of
businesses, cities, states, faith groups, cultural institutions, healthcare
organizationsand universities, in 2021 we called on the United States to raiseits
ambition on climateaction and meetthe goalsofthe Paris Agreement.

e McDonald’sparticipateson the Renewable Energy Buyers Alliance (REBA) Board
of Directors, collaboratingwith otherenergy buyers, energy providers,and
service providersto navigatethe complexities of the energy market.

e 1In2020, we became membersofthe Ceres Business forInnovative Climateand
Energy Policy (BICEP) network where, alongside nearly 70 other organizations, we
are supporting thedevelopment of strong climate and energy-efficiency policies

87


https://www.americaisallin.com/
https://www.ceres.org/
https://www.wemeanbusinesscoalition.org/ambitious-u-s-2030-ndc/?utm_source=linkedin&utm_medium=social&utm_campaign=US_NDC
https://rebuyers.org/

inthe U.S.

e Sinceannouncingourclimate commitmentin 2018, McDonald’s hasbeen
meeting with membersof U.S. Congressand their staff to share our commitment
to climate action and also to discussimportanttopics such asrecycling, soil
health and renewable energy. We believe public policyisacritical partofthe
solutionand ouradvocacyworkin Washington,D.C.isdriven byour U.S.
Environmental Sustainability Policy Principles.

Acrossthe world, we collaborate with supplier partnersand industry peers onarange
of projectsand to help develop toolsand best practices:

 Weareworking with otherorganizationsaspart ofthe C-Sequworking group to
help develop aclear methodologyto accountforcarbon sequestrationin lifecycle
analysis (LCA) calculations. The group aimsto improve accountingtechniquesto
provide more certainty when organizationsareinvestingin projects to sequester
and store carbon through agricultural activity. We also supportthe work to define
the action of methane more accuratelyasa greenhouse gas.

e Wearemembersof the Greenhouse Gas Protocol Land Based Technical Working
Group,whichisdevelopingnewtechnical guidance and standardson how
companiesaccountforand reportemissions,reductionsand removalsfrom land
use activitiesintheirGHG inventories.

e Weareinvolved withthe SBTiForest,Land and Agriculture (FLAG) Working Group,
led by World Wildlife Fund (WWF), to define a pathway for 1.5°C for agricultural,
forestry andland-basedbusinessesand supply chains.Wearetestingand
providingfeedback onthe approach companiesworldwide can useto set and
achievecredible science based targets.

e AspartoftheCool Farm Alliance,we have supported the developmentofthe
CoolFarm Tool that providesfarmersin multiple countriesand farming sectors
with free access to a GHG measurementsystem, which they can use to assess
theircarbon footprint.

e Asmembersofthe Gold Standard Value Chain Initiative —a not-for-profit
established to ensure projectsthat reduced carbon emissions featured the
highestlevelsof environmentalintegrity — we work with others to test new
techniquesof carbonaccountinginthe supply chainand deal with challenges
around traceability.

e We supportthe work of the GWP*Group to examineand model theimpactand
applicationofthe GWP*methodologyto reflectthe warming impactof methane
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asa greenhouse gas.

Helping Support the Sustainable Development Goals

Our climate changework supportsthe UN Sustainable Development Goals,aglobal
agendato end poverty, protect the planetand ensure prosperityfor all,in particular:

Goal 7: Affordableand Clean Energy (Specificallytargets 7.2 and 7.3)
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Goal 9: Industry, Innovation and Infrastructure (Specificallytarget 9.4)
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Goal 13: Climate Action (Specifically target 13.2)
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Goal 17: Partnerships for the Goals (Specificallytargets 17.16 and 17.17)

Our Performance

Thefigures belowreflectour 2020 progress and the latest enhancementsto our 2015
base year emissions,which have been updated based on best practice guidanceon
leveraging the latestmethodology and data available. Aswe continueto enhanceour
methodologyand data quality overfuture reporting cycles, we expect the baselineand
annual progressfiguresto further adjust.

For ourcomprehensivedisclosure on climateactionin 2019,see McDonald’s CDP
Climate Change (2020) Report (PDF — 557 KB).

Goal
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By 2030, partner with Franchisees to reduce GHG emissions related to McDonald’s
restaurants and offices by 36% from a 2015 base year.

Progress

As ofthe end of 2020, we have made an 8.5% reduction in our restaurants’ and offices’
absoluteemissionsfrom the 2015 baseline.

Thismeansapproximately 23.6% of our target hasbeen achieved.

Onceall 2019-2021transacted U.S. renewable energy projectsare online,the energy
generated will be equivalentto over8,000 U.S. restaurants' worth of electricityandis
expected to contribute to a 22% reduction from our2015 baseline.

Goal

By 2030, reduce emissions intensity (per metric ton of food and packaging) by 31% across
our supply chain from 2015 levels.

Progress

As ofthe end 0f 2020, the emissionsintensity of our supply chain hasdecreased
by 5.9% from the 2015 baseline.

Thismeanswe are 19.3% of the way toward our target. We continue to partner with our
suppliersto make progress,and we are seeing anincrease in the numberofour
supplierssetting climate targets and implementing strategiesto reduce emissions
intensity that are tailored to theirown supply chains.

GHG Emissions (In Metric Tons)

Emissions 2015 (Baseline) 2020
Gross Scope1:Emissions 162,958 97,398
Gross Scope 2: Emissions (market-based) 1,295,123 431,395
Gross Scope 3:Emissions 49,344,096 53,704,901

Total Energy Consumed

Energy 2020
Total DirectEnergy (MWh) 1,887,246
% Renewable 11.8%

% Grid 63.4%
Our Actions
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Improving our Climate Impact Measurement

We hold ourselvesaccountable by measuring emissionsdataannuallyand partnering
with experts to leverage leading methodologiesfordata collection and measurement.
In 2020, we launched a new, internal, enterprise-level climate tracking system that
pullstogetherrestaurant, officeand supply chain climate data. Itruns parallel with our
supply chain sustainability reporting system and usescommon sources of
information. We also work with the CDP Supply Chain program to integrate theactions
ofkey supplierson climateand forests.

Theclimatetracking system isalso a way to share actionable dataand benchmarking
insightswith keyinternal audiencesin orderto inform strategy development. We will
continueto evolve the system viaannual improvementson both the data qualityand
climate accounting methodology, aswell asinsightsand benchmarking capabilities.

Adding Renewable Energy to the Grid

In 2019, McDonald’s committed to two renewable energy projectsin Texas through
virtual power purchase agreements (VPPAs). These were afirst for thecompanyand
helped usjoin otherleadingcorporaterenewable energy buyers in adding new, large-
scale, renewable energyto the U.S. grid. Thenin 2020, McDonald’scompleted three
new VPPA transactions, with two wind farmsand one portfolio of solar projects slated
to bebuiltin lllinois,Oklahoma, North Carolinaand Ohio.

Onceallthe projectsinitiated in 2019-2021are online, the energy generated by
renewable energy projects will be equivalentto over 8,000 restaurants-worth of
electricityandis expected to contribute to a 22% GHG reduction from our 2015
baseline.McDonalds portion of these renewable energy projectswill help to prevent
approximately 2,300,000 metric tonsof COze emissionseach year.

In Europe, renewable energy purchasesin 2020 covered over 6,000 restaurants’ worth
of electricity across11 markets (Austria, France, U.K. and Ireland, Germany, the
Netherlands, Poland, Portugal, Spain, Sweden and Switzerland). These markets have
achieved purchasing over 75% renewable electricity for theirrestaurants, and in many
cases are at orcloseto 100% renewable electricity.

Creating McDonald’s First Net Zero Energy-Designed Restaurant

In 2020, McDonald’sunveiled afirst-of-its-kind net zero energy-designed restaurant at
WaltDisney World Resortin Orlando, Florida. The globalflagship restaurantis
designed to create enough renewable energy on-site to cover100% of its annual
energy needs,and will serve as a learning hub to test solutions forreducing energy
and water use.

Therestaurant includes:
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o Asolar-paneledroof,photovoltaic glass panelsintegrated throughout the
building,and solar-powered parking lotlights.

e Anautomated energysystem and passive ventilation dining-roomthatcirculates
airand regulates temperature, allowing the buildingto “breathe.”

o Family-friendly educational elements, such as static bikesthatgenerate
electricityandilluminate McDonald's Golden Archesand tabletgamesthatteach
children and adultsaboutrenewable energy.

Toreinforcetherestaurant’s net zero energy status, we are working towardsthe
International Living Futures Institute’s Zero Energy Certification.Dataand learnings
from the restaurant will also inform McDonald’s global sustainability efforts,including
progressing towardsour science-based target.

“The design of their global flagship restaurant is another positive step in how McDonald’s is
tackling the climate challenge by bringing proven renewable energy solutions under one
roof and educating their customers about the importance of sustainable practices and
renewable energy sources.”

Marty Spitzer,SeniorDirector, Climateand Renewable Energy, WWF

Operating Sustainable Restaurants Around the World

We arefocused on designing anddeliveringthe mostresource-efficientrestaurants
possible. Thismeans minimizing our use of energy and water, and maximizingthe use
ofrenewable energy, wherever possible. Our Global Restaurant Building & Equipment
Standardsinclude minimumrequirementsand recommendations on issues such as
lighting, refrigeration and the energy efficiency of heating, ventilation andair
conditioning systems, as well as energy managementand even the wayin which
buildingsare constructed to optimize solargain.

To advancetheoverall sustainability of McDonald’srestaurantsin Europe, we also
operateto Green Building Guidelines,which are part of our continuous effortsto
reduce energy consumption by sharing best practiceand using the latest
technologies.

Progress we are making around the world:

e Australia—In 2020, McDonald’s Australialaunched its1000th restaurant as the
market’s first sustainability flagship and hub fortesting industry-leading
sustainabilityinnovations. It features 25 core initiativesto reduceits
environmental impact, from energy-efficiency to water conservation to
recycling,and isdesigned to operate with 100% renewable energy and
elementslike carbon-neutral McDelivery.U.K.— New McDonald’srestaurants
have100% LED lighting, which uses50% less energy than fluorescent lighting.
Closeto 240,000 LED lightshave been installed across McDonald’srestaurants,
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rightdown to the bulbsin ouremergencylighting.

France — With a focus on energy efficiency and water reduction,a typical
McDonald'srestaurantin France uses LED lightingandconsumes,on average,
just 7 liters of water permeal,compared to 10to 20 litersin traditional
restaurant kitchens.

Germany—-Wehave consistentlyreduced energy consumption through
modernization,employeetraining,energy monitoring andalarmsin recent
years. Weachieved an overall reductionin energy consumption of15%,as
measured in 2019 compared to 2011. Due to the COVID-19 pandemic (e.g., partly
closed restaurants, fewer guest visits) in 2020, we achieved an overall reduction
in energy consumption of 23%.

U.S.—McDonald’sU.S.operated an environmental sustainability program, US
20x2020 By Design.The program aimedto reduce energy and water by 20% by
2020 from a 2005 base year, using innovative strategiesin the design of new
restaurants. Theseinclude LED lighting,low oil-volume fryers, high-efficiency
hand dryers, toiletsand faucets, and low-sprayvalves.In a concluding study,
McDonald’s U.S.2020 prototype buildingshave achieveda 26.4% reduction in
electricuse, and a 3.7% reductionin natural gasuse from 2005. Forwater, they
achieved a total water use reduction 0f19% (including a reduction of
approximately 27% for hot water and water to sewer).

U.S.— After two years in operation,McDonald’s Chicago Flagshiprestaurant —a
sleek, glass -clad landmarkin the city’sarchitecture —rich downtown —received
LEED (Leadership in Energyand Environmental Design) Platinum® certification.
Itisthefirst McDonald’slocationintheU.S.to receive LEED Platinum®
certification,and the second worldwide. Therestaurantserves as alearning
hub to test sustainable solutionsfor future locationsto meet sustainability
targets through thoughtful design, construction and operation.
China—McDonald’sChina putin placean action planto focuson green
restaurants and green packaging. ltexpects to open more than 1,800
restaurants by 2022 and that these restaurants target LEED (Leadershipin
Energy and Environmental Design) certification standardsin the “Interior
Design & Construction” category,issued by the United States Green Building
Council.Forthe existing restaurants, McDonald’s China has been continuously
updating and optimizing the energy management systems, including the use of
LED energy-saving lamps,aswell asmore efficientair conditioning andkitchen
equipment.

Installing Electric Vehicle Charging Points

We takea holisticapproachto sustainabilityand that means exploringwaysto help
our customers reduce theirown environmentalimpact. To help our customers
embrace more sustainabletechnologies,we arein the process of rolling outelectric
vehicle (EV) charging pointsat numerous restaurants around the world.
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e Throughacollaborationwith electricity producer Vattenfall,every Drive-Thruin
the Netherlands will have two fast-charging pointsinstalled. Thiswillenable EV
driversto chargetheircar within halfan hour,using green electricity fully
generated by Dutch wind turbines.

e McDonald’sSweden hasworked with Recharge (formerly Fortum) since 2012 and
with EON since 2018 to establish fast chargersfor electric cars in Sweden.
Customers can chargetheir electric or hybrid car at 64 restaurants in Sweden and
an additional10-15restaurants will be added to the network by the end of 2021.

e McDonald’sU.K hasentered a partnership with InstaVoltto introduce EV rapid-
charging pointsas standard across new Drive-Thrurestaurants.

Creating Supply Chain Climate Action Strategies

Through our climate dataandinsights platform,we know which suppliersand food -
sourcing categories contribute the mostto ouremissions. Thisallowsusto work with
these suppliersto create strategies thatsupport our science-based targetand reduce
ourimpactontheclimate.

Thefirst stage of this processis to share a commitmentthrough target-setting.In
2019, we clearlycommunicated our expectationsto all suppliers of theimportance of
setting science-based climate targetsfortheir own businesses. We now regularly
reinforcetheimportance of taking actionduring supplierwebinarsand reviews, while
also supporting our supplierswith a Climate Action Toolkit.

As well as target-setting, we have an expectation that suppliers will instigate
emissionsmonitoring and reduction programs,and report progressthrough the CDP
Supply Chain program.We now requestannual CDP reports from 131key suppliers, up
from 107 lastyear, which accounted for79% of our annual global spend acrossfood,
packaging,logisticsandequipment. Thisencompassesall globally managed suppliers
of beef, chicken,dairy,cheese, bakeryand baked goods,logistics, produce, liquid
productsand potato. It also includesthetop 80% of our fiber-based packaging and
key equipment suppliersand additional selected U.S. suppliers.

Thispartnership approach willhelp usto tailor supplier-ledreduction initiatives that
are specificto our supply chain,aswell as foster new supplier collaborationsto
achievean even greaterimpact.

Converting From Diesel to Alternative Fuels

HAVI,one of McDonald’slogistics suppliers,announceda five-yearjointplanwith
vehicle makerScaniain 2017 to improveitscarbon footprint. The planaimsto
significantly reduce the number of diesel-powered vehiclesituses and convertaround
70% ofits fleet to alternative fuelsin several European countries by 2021. By the end of
2019, HAVI had already achieved 37% of the target.
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In 2021, McDonald’s Switzerland,in partnershipwith HAVI Switzerland,began
operatingitsfirst hydrogen truck. Thisbrings McDonald’s Switzerland closerto itsgoal
oftransporting 70% of McDonald's Switzerland's goodsto the restaurants in a carbon -
neutral mannerby2025.

Martin Brower is also continuously expanding its capabilities and use of alternative
fuels. Over 90% of its global fleetis currently capable of operating with somelevel of
biodiesel mixes—whichisabig step toward carbon reduction while otheralternative
fuels such as natural gasand electricitybecome more commercially viable.

We are also finding waysto recycle our used cooking oilinto biodiesel fordelivery
trucks.

Achieving SmartWay Excellence

In 2017, 2019 and 2020, McDonald’s U.S.received a SmartWay Excellence Award for
outstanding environmental performance andleadership,having been a semifinalistin
2018. TheSmartWay Excellence Award is the Environmental Protection Agency’s (EPA)
highestrecognitionfordemonstrating leadership infreight supply chain energyand
environmental performance.

Inaddition,based on the performance of McDonald’s freight transportation operations
in 2019, EPA hasnamed us a 2020 SmartWayHigh Performer. Ourfreight partnerswere
recognized forachieving 98% of miles,orton-miles,as SmartWay shipped, with
strong performancein areas such as datareporting and validation,educationaland
collaborative work,and community links.

Engaging Crew to Take Action

Several markets have found ways to tap into the enthusiasm of restaurant staff and
engagethemininitiativesto lowerthe environmentalimpact of restaurants.
McDonald’s France hasdeveloped a digital environmental management system called
EcoProgress, which helpsrestaurant teams manage theirenvironmental impactand
includesa platform that providestraining,toolsand examples of best practice. It also
involvesacountrywide annual challenge thatrewardsthe McDonald’s restaurants
with the highest performance.

Other markets,including the U.S.,Russia, Portugaland Sweden, run internal sustainability
campaignsto engage crew around theimportance of taking action on climate. So far,
the campaignshaveincludedactivities such ascompetitionsand quizzes, with
ongoingencouragementforcrew membersto share best practiceexamplesfrom
theirrestaurants.
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Packaging & Waste

Progress Highlights

Over 80% of the guest packaging sourced for McDonald'srestaurantswas made of
fibersources. Theremaining 20% was made of plastic

Intotal,80% of our guest packaging came from renewable, recycled or certified
sources

99.6% of our primaryfiber-based guest packaging, was sourced from recycled or
certified sources and supported deforestation-free supply chains

We offered guests the opportunity to recycle packagingwastein over 25% of
restaurants in our 30 largest markets

Please see our performance section and footnotes belowforadditional detail.

Why It Matters

Improving the sustainability of our packagingand moving toward a circular economy
are top priorities for our business. These strategies support ourlong-term business
resilience, help keep our communitiesclean and aim to help protect the planet for
future generations.
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We realize the linear economic model — where we take, make and dispose of materials — can
create waste that harms nature and impacts communities. That’s why we believe the future
of materials needsto be circular wherever possible.

Oneof ourbiggestopportunityareasis our packaging.It playsanimportantrolein
reducing food waste and helping us serve hotand freshly prepared food quicklyand
safely to customers. But we knowthat when packagingand plastic waste aren’t
recovered orrecycled correctly, itcan have a negativeimpacton ourplanet, creating
litter and pollution.

Thereare systemic challengesthat stand inthe way of achievinga circulareconomy,
but we want to investand engagein strategic partnershipsthatadvancecircularityin
our communitiesglobally. Asone of the world’slargest restaurant company, we
believe notonlythatMcDonald’shasaroleto playin addressing thisissue, but that we
can use our scale to help transform packagingand waste systems across ourindustry.

Our Strategy

We will use our global scaleand reach to implementand accelerate circular solutions
to keep waste out of nature, by keeping valuable materials in use. To achieve this, we
aim to design out waste and advancerecovery and reuse of materials rightacross
our value chain, prioritizing areas where we can have the greatest impact, such as
packaging.

Progress in Sustainable Packaging and Recycling

Whenitcomesto ourpackaging,welook atall aspectsof our footprintand beyond.It’s
a processthat encompassesawiderange of initiatives to reduce our use of
packaging, switch to more sustainable materialsand help our customersreuse and
recycle too.

We’ve set goals to source 100% of our guest packaging from renewable, recycled or certified

1
sources, and to recycle guest packaging in 100% of McDonald’s restaurants, by 2025.~

We understand thatrecycling infrastructure, regulationsand consumer behaviorsvary
from city to city and country to country, but we plan to be partof the solution and help
influence powerful change.

Our Priorities:

e Eliminate packaging through design innovation,introducing reusable solutionsand
encouraging behavior changeto reduce usage.

o Shift materials to 100% renewable, recycled or certified sources, and streamline
the variety of materialsused to enable easierrecovery withoutcompromising on
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qualityand performance.

e Recoverand recycle byfinding waysto scale up systems to allowforgreater
acceptanceofrecycling,and making iteasierforourguests to recycle too.

o Close the loop by using morerecycled materials,including recycled plastic
content,in our packaging, restaurantsand facilities,and helping to drive global
demand forrecycled content.

Thelearningsandinsightsfrom thiswork also feed into other materialswe use in our
system, such as Happy Meal” toys, transport packagingand building materials.

Tackling Plastic Pollution

While ourgoalsfocuson all packaging,our plastics strategy specificallyaddresses
howwe are working to preventplastic waste from ending up in nature.

We believe thatsome plastic packagingisnecessaryin the food industry to maintain
quality and safety. Plastic has many benefits compared with other materials. For
example,it's lighterthan glassand fiber,and therefore causes fewer CO. emissions
when transported. However,we know that when plasticisnotrecycled or recovered
correctly, itcreates plastic pollution,which is harmful to the environment,and we
want to playour partin addressing thisissue.

Toimprove capturerates and reduce the leakage of plastic waste into the
environment, we are working to:

e Reduce plasticin guest packaging thatishard to recycle,is notneeded for safety
orfunctionalityandislikelyto leak into the environment, such as straws, plastic
bagsand cutlery.

e Prioritizeinnovation of new materialsand redesign of plasticpackaging to be
morerecyclable.Weunderstand the importance of streamliningplasticsin order
to improverecyclingrates. Our goal isto streamline material typesand design
packaging so thatit'seasier forcustomers to recycle.

e Increase theamountofrecycled plastic contentused in all partsof our
restaurants, where possible,to help drive demandforplastic recycling. For
example,usingrecycled plasticsin trays, Happy Meal toys and interior design
elementsof our restaurants.

e Partner withcompaniesand nonprofitorganizationsto supportthedevelopment
and expansion of recycling programsfor plastics.

e Partner with Franchiseesto support community-level anti-litterinitiatives such as
consumercommunication campaignsand cleanup days.
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The COVID-19 pandemic hasalso highlighted theimportance of food packagingand
personal safety equipment, such as glovesand masks, which have been crucial to
ensure the safety of our restaurant employees. We are mindful of short-term
challenges, such asadditional waste caused by disposable safety wear, as well as
someincreasein plastic use. Hygiene and safety are currently at the forefront of
customers’ minds,and ourchallengeisto ensurethey are balanced with long-term
sustainability.

Meeting Customer Expectations of Convenience, Safety and Sustainability

Togetherwith our Franchisees, suppliersand industry partners, we investinresearch
and developmentof new materialsand packagingdesignsthatfitour customers’
needsfor convenience,foodsafety and sustainability.

In partnership with our packagingsuppliers,we have a holistic processon product
stewardship,whichincludes continuous evaluation and robusttesting forchemicals
used inour packaging. Thishelpsensure thatwe serve food in packaging thatisboth
safe and functional foritsintended use.

We eliminated a significant subset of PFAS,including Perfluorooctanoic acid (PFOA)
and Perfluorooctanesulfonic acid (PFOS), from all guest packaging globallyin 2008.
We also eliminated BPA/BPS and phthalatesfrom our guest packagingin2013andin
2015, respectively.

As anext step in our product stewardship journey,we are committed to removeall
added fluorinated compoundsfrom our guest packagingmaterials globally by
2025.' By the end of 2020, less than 7.5% of our guest packaging items globally still
contained added fluorinated compounds. Forthese items,we continue ourwork to
find and applyalternative coating materials that offer therightgrease-resistant
barriers.

McDonald’s packaging materials are also compliant with the U.S. Food and Drink
Administration (FDA), EU and all local regulatory bodies. We abide by all state, federal and
national-level regulations, and verify through valid chemical testing.

Being good neighborsisimportantto McDonald’s,which iswhywe're always
innovating to meet our customers where they are, and making new commitmentsas
our stewardship evolves.

Oneof the benefits of being a global company operatingin more than 100 countriesis
our ability to test packaging and recycling conceptsin different marketsto find the
sustainable solutions our customerswant. By collecting customerfeedbackin our
restaurants, we canidentifythe best solutionsto accelerate and scaleacross multiple
markets. For example,acrossthe world,we've been trialing paper strawsin place of
plastic onesand running straws-upon-requestinitiatives. During earlier trials,some
customers had challengeswith respectto the ease of use and durability of the straws,
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but following continued innovation, testing and learning, we have redesigned them to
address these issues.

Minimizing Waste Behind the Counter

Behind the scenes in ourkitchensand supply chain,we are working with suppliersto
reduce, reuse andrecycle. Inrestaurants around the world, we recycle kitchen waste
materials, such as cooking oils,organic waste and corrugated cardboard used in
packaging,allof which can beturnedinto newresources.

In multiple markets, ourlogistics providers playakeyrolein ourcommitmentto
reduce waste by collecting and back-hauling recyclableswhen theydeliver suppliesto
our restaurants. Thisnotonlyhelpsrecycle material from restaurantsin remote
locations,italso reducesroad mileage because we nolongerhaveto arrangefora
separate waste company to makethecollection.

Collaborating to Drive System Change

Addressing wasteis notachallenge we can tacklealone. Weare engaging with the
wider business community, expert nongovernmentalorganization (NGO) partners,
political stakeholdersand academia,aswell asour Franchisees, suppliers,customers
and our restaurant crew, to help drivechangeatscale.

We supportmulti-stakeholderinitiativesto advanceresearch and innovationand to
advocateforpoliciesthatsupportthetransition to a circulareconomy.We are proud
to bea Principal Member of ReSource: Plastic, World Wildlife Fund’'s platform to
leveragethe power of business to stop the flow of plastic waste into

nature. ReSource providesa critical hub to help companies collectively identify,
measure and advance solutionsatscale. Overthe past year, we've shared our plastic
footprintdata with ReSource as part of a collective effort to find ways to reduce plastic
pollution.

We arealso membersofthe Foodservice Packaging Institute’s (FPI) Paper Recovery
Alliance and Plastics Recovery Group (PRA/PRG),alongwith supply chain partnersand
otherindustry brands. These groupswork collaboratively to increasetheamountof
foodservice packagingthatiscomposted and recycled. Recentinitiativeshave
included the creation of the Design Guide for Foodservice Plastics Recyclability with
the Association of Plastic Recyclers, partnering with many communitiesto add
foodservice packagingrecoveryto U.S.households,and work with compostersto
acceptfoodservice packagingin their stream.

Helping Support the Sustainable Development Goals
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Our packaging and recycling efforts supportthe UN Sustainable Development Goals, a
globalagendato end poverty, protectthe planetand ensure prosperityfor all,in
particular:

INDUSTRY, INNOVATION
AD MERASTRUCTURE

3

Goal 9: Industry, Innovation and Infrastruture (Specificallytarget 9.4)

Goal 11: Sustainable Cities and Communities (Specifically target 11.6)

=3
%)

Goal 12: Responsible Consumption and Production (Specifically target 12.5)

14 uﬁ.fﬂ! WATER

A
P
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Goal14: Life Below Water (Specifically target 14.1)

]7 PARTNERSHIPS
FORTHE GOALS

&

Goal 17: Partnerships for the Goals (Specificallytarget 17.16)

Our Performance
We track progress againstour goals through supplier and restaurant reports on
packaging composition,usage and waste. We use robust digital reporting toolsthat

are subject to internal and external audits.

As we continueto enhance ourmethodology and data qualityin future years, we can
expect annual progressfiguresto adjust in future reporting cycles.

Goal 1

1
By 2025, all of our guest packaging will come from renewable, recycled or certified sources.=

Progress
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By the end of 2020, we were approximately 80% of the way toward our goal to source
all guest packaging fromrenewable, recycled or certified sources by 2025.

99.6% of our primaryfiber-based guest packaging, was sourced from recycled or
certified sources and supported deforestation-free supply chainsin 2020.

Goal 2

By 2025, recycle guest packaging in 100% of McDonald’s restaurants. We understand that
recycling infrastructure varies from city to city and country to country, but we plan to be

part of the solution and help influence powerful change.l

Progress

By the end of 2020, we offered guests the opportunity to recycle packaging wastein
over 25% of restaurants in our 30 largest markets.

Inthese restaurants, guest packagingiscollected in customer-facingrecycling bins,
orcollected forsorting and recycling back of house or off-site.

Inregionswhere infrastructure is more robust, we see greater progresstoward our
goal.Forexample,on average,just under 70% of our restaurants in McDonald’slargest
European marketsare already providingrecycling forguest packaging.

Goal 3

By 2025, we will have removed all added fluorinated compounds from our guest

packaging.l

Progress

By the end 0f 2020, less than 7.5% of our guest packaging itemsstill contained added
fluorinated compounds.' Forthese items, we continue our work to find and apply
alternative coating materialsthat offertherightgrease-resistant barriers.

Goal 4

By 2025, McDonald’s ambition is to drastically reduce plastics in Happy Meal Toys around

i . 2
the globe and transition to more sustainable materials.=

Progress

Achievingthisgoal willresultin an approximately 90% reduction in the virginfossil fuel
based plastic used to make Happy Meal toys with every toy ina Happy Meal to be

102


https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/our-planet/packaging-and-waste.html#footnoteOne
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/our-planet/packaging-and-waste.html#footnoteOne
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/our-planet/packaging-and-waste.html#footnoteOne
https://corporate.mcdonalds.com/corpmcd/our-purpose-and-impact/our-planet/packaging-and-waste.html?cq_ck=1632170843562#footnoteTwo

made using more materials from renewable, recycled, or certified sources? by the end
of2025.

Overthe past two years, markets likethe UK, Ireland and France haverolled outnew
HappyMeal toy innovationsalreadyresulting in a 30% reductionin plasticuse.We're
scaling these efforts globally to continue to reduce plastics from our System on our

journeyto design andinnovate sustainably.

Our Actions

Material Innovation and Packaging Design

We are testing arange of newmaterialsand designsin ourrestaurants around the
world.

Cutting Down on Plastics

We have given our McFlurry® softserve ice-cream packaginga makeover, eliminating
the need fora separate plasticlid. Theinitiative hasbeenimplemented in Australia,
New Zealand,Indiaandmost marketsin Asia Pacificand Europe.In Europe alone, this
changewill save more than 1,200 metric tons of plastic peryear.

In several markets across Europe and in Australia, New Zealand, Malaysia, Indiaand
Taiwan,we havealso introduced a paper-based cup for shakes, movingaway from the
traditional plastic cups.

In France, we launched a100% fiber Sundae cup to replace our plastic packaging while
maintaining theiconicdesign.Itis packaging innovationslike these thatwe work to
scalemorewidelyacross markets.

Introducing a New Strawless Lid

AcrossFrance, we haveintroduced aninnovative newfiberlid made from certified
sources for cold drinks,whichreplacesboth the plasticlid andthe need fora straw.
We are encouraged by successful tests of thislid and while there are some obstacles
to overcome, such asconsumeracceptance of drinking from anew, less familiar
material, the strawless lid could save 1,200 metric tons of plastic peryear in France
alone.

In China,McDonald’shasbegunto phase out plastic straws forcold drinksin around
1,000 restaurants across Beijing, Shanghai, Guangzhouand Shenzhen. Byintroducing
a newlid thatcustomers can drink from directly,the moveisexpected to reduce 400
metric tons of plastic waste per year.
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Additionally,in Latin America,as part of its strategy to reduce plastic consumption
across the 20 markets in which itoperates, our Franchisee Arcos Doradoshas
removed all lidsand strawsfrom cold drinksfordine-in customers.

We aredeploying alternativesto plastic cutleryin several markets, including
transitioning to woodencutleryin Australiaand Europe. Thishasled to a plastic
reduction of 2,585 metric tons. Trialsare being conducted for paperalternativesto our
spoons,inabidto find the material thatmeets customer preferences, operational
functionalityand sustainability.

Piloting Reusable Cup Schemes

In 2020, we announced a global partnershipwith TerraCycle’s circular packaging
service,Loop, to test a newreusable cup model forhotbeverages. Theinitiative, which
is currently being trialed across select McDonald’srestaurantsin the UK, will help
customers enjoytheirfavorite McDonald’shotdrinkin areusable cup, cutting down on
packaging waste.

Thisnew partnership will allow customersto reduce waste by choosing adurable
Loop-created cup,fora small deposit. Thedepositcan then be redeemed byreturning
the cup to participating restaurantsto be safely sanitized through the Loop system
andreused againin McDonald'srestaurants.

Exploring reusable packaging is partof ourwider strategy to implementand
accelerate circular solutions that keep waste out of nature and to shiftto more
sustainable packagingmaterials.

Through pilotsin several markets,including France, Philippines, South Korea and
Malaysia, we are assessing the feasibilityand impactof reusable solutionsforour
packaging thatalso maintainthe highest safety standardsand convenienceforin-
store and on-the-go consumption.

Finding a New Solution for Plastic Cutlery

We aretesting alternativesto plastic cutlery in several markets, including transitioning
to wooden cutleryin Australia and Europe,and testing paperalternativesto our
McFlurry spoons,inabid to find the material that meets customer preferences,
operational functionality and sustainability.

In France, we havetransitioned ourknives,forksand spoonsto wood. These changes,
paired with innovationsin the packaging of milkshakes, saladsand straws, will allow

our restaurants in France to reduce plastic packaging by more than 2,600 metric tons.

Optimizing Packaging Weight and Size
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We are continuously searching forways to optimize packaging. Forinstance,
McDonald’s Taiwan is gradually switching plastic packaging and cutlery to paperand
wood and optimizingpackaging designto reduce waste. McDonald’s Canada,
meanwhile,has switched to napkinsthatare 20% smallerand produced with 100%
recycled fiber. Across several markets in Latin America, Arcos Dorados haslightweight
spoonsand replaced plastic packaging such as salad plateswith non-plastic
alternatives.

By switching to fiberwraps instead of card boxes, McDonald’s Netherlandshas saved
250 metrictonsof packaging,whilein China,we have optimizedthe size of our cutlery
and reduced the amount of plastic we use by about10%.

We also have several packaging initiativesin testphasesinthe U.S., designed to
reduce materials currently used to produce a range of products, such as sandwich
clamshellsand wraps, napkins, McCafé” hotand cold cups,and plastic car cups.

In 2018, McDonald’sU.S.joined forces with Starbucksand Closed Loop Partnersasa
conveningmemberofthe NextGen Consortium,a multi-year consortium thataimsto
address single-usefood packaging waste globally. NextGen Cup isthe first initiative
by the NextGen Consortium, thataimsto advancerecoverable solutionsforthefiber,
hotand cold to-go cup system. The NextGen Cup Challengeidentified 12innovative
solutionsforsingle-use cupsthat are functional to a high standard, minimize and
streamline material use,and encourage wide recoverability.

While we work on vetting and testing these cup solutionsforpotential usein the
McDonald’s System, the NextGen Consortiumis continuingto expand itswork to
explorethe viability of reusable cup systems, and improve and increaserecycling
acceptance ofboth thefiberand polypropylene cupsthrough working directly with
citiesinthe U.S,, as well as through membership in The Recycling Partnership’s
Polypropylene Coalition.

“The leadership exhibited by McDonald’s and other NextGen Consortium partners
demonstrates their commitment to solving a critical global waste issue and accelerating
change together. Collaboration is critical if we are to innovate, test and scale the sustainable
cup solutions of our future.”

Bridget Croke, Managing Director, Closed Loop Partners

Transforming Our Happy Meal Toys

For morethanfourdecades, the McDonald’'sHappy Meal haslived up to itsname,
bringingjoyto children and familiesaround the globe. Our customerswho love the

Happy Meal forthe kidsin theirlivestodayalso care deeply aboutthe environment
that thisnext generation will growup in tomorrow.
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With fun and safety still frontand center, ourambitionisto drastically reduce plastics
and offer sustainable Happy Meal toys? globally by the end of 2025.

Thistransition to morerenewable, recycled or certified materialsfortoys isalready
underway and will resultin an approximately 90% reductionin virginfossil -fuel based
plastic use againsta 2018 baseline—nearly the equivalent of the population of
Washington,D.C.,eliminating plasticsfrom theirlivesforayear.

In 2020, McDonald’salso stopped manufacturingtoys with batteries orelectronic
components,reducing wasteand improving the carbon footprintof our toys.

In addition to these efforts, beginningin 2018, McDonald's Japan initiated a toy
recycling program with the Japanese Ministry of the Environmentto collect plastic
HappyMeal toys and convertthem into restaurant serving trays. In the first year,
McDonald’s Japan collected around 1.27 million used plastic toys that were turned into
over165,000 trays. In 2019, we expanded the program and collected 3.4 millionused
plastic toys, followed by about3milliontoysin 2020.

Recovering and Recycling Our Packaging

Recycling shouldn’tbe a chore,which iswhy we want to makeiteasierfor our guests.
We haveinstalled sortingand recycling pointsin select restaurants across our top
marketsand are implementing improvedrecycling binsignage to make therecycling
process easierto understand.

In Germany, Austria, Czech Republic and Slovakia,our crew collects customer waste
to sort forrecycling,whilein the Netherlands, we take the process off-site completely,
sending customer waste to aninnovative waste sorting facility.

While we design our packaging to berecyclable, recycling infrastructure variesfrom
marketto market.In some markets, we partnerwith municipalities, waste collectors
and processorsto find recycling opportunitiesforvaluable parts of our customer
waste, like plastics,clean paper,cupsorbottles.

Keeping Communities Clean

Our restaurant crews across the world work to keep their communities clear of litter by
means of regular clean-upsin the perimeteraround our stores. In 2020, the COVID-19
pandemic prevented usfrom organizing large cleanup events.Instead, ourowners,
operatorsand restaurant teams worked to preventand clean up litter in othercreative
ways:

e McDonald’sGermany used social mediato raise awarenessand encourage

customers to dispose of packaging waste correctly. “Social distancing? Not for
the trashbin!”
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e Inthe Netherlands,weincreased customerawareness and reduced litterthrough
the mass-mediacampaign“YouBinItYouWin It,” awarding prizesto customers
who disposed of their waste correctly. Thiscampaign wasfollowed by a series of
others, such as the Trashdance challenge,aimed atincentivizing customersto
use trashbinsand clean up litter.

e McDonald’sRussiaorganized cleanupsand eco lessonsinover50citiesin
Septemberand October2020.

We also supportnational organizationsthataim to end littering and promote recycling
incommunitiesacrosstheircountries.Forexample,in the U.S.,McDonald’sisalong-
standing supporter of Keep America Beautiful,helping to advance theirwork to end
littering,improverecycling and beautify local communitiesacrossthe country.

Closing the Loop

We intend to expand our use of recycled materialsin ourrestaurants, packaging and
supply chainsto playour rolein creating marketdemand forrecycled content. That's
why in multiple marketswe'veincorporated recycled contentin both fiberand plastic
packaging,such asourcoffee, frappe and sundae cups.

We also alwayslook to closetheloop wherewe can,buying back ourown recycled
materialsto produce new packaging, fuel, clothingor furniture.

Reusing Cooking Oil From Fries to Fuel Our Trucks

Our cooking oilisavaluableresource, even after it's been used to cook ourfamous
French Fries. That's why we collectand recycle used cooking oil (UCO)into biofuel
across theglobe.In some markets, we are taking these efforts a step further with our
logistics partnersHAVIand Martin Brower. In Switzerland, Ireland and the Netherlands,
forexample, we use our own UCO to fuel our delivery trucks with renewable and
biodiesels, creating value out of waste while cutting down carbon emissionsfrom
logistics.

Inthe UAE in 2020, McDonald’s passed a major milestone when its suppliers’fleet of
logisticstruckstraveled approximately 10 millionmiles runningon 100% recycled
vegetable oil from McDonald’s UAE restaurants through the biodiesel initiative.

Inthe U.K.,, we work to closetheloop on organic waste aswell. Food waste from stores
is collected and converted intogas and electricity,some of which issupplied to the
neighbouringArladairy. The dairy suppliesall of McDonald's organic milk,which is
deliveredin Martin Brower's biodiesel-fuelled trucks,and so the circle continues.

In France, we currently have our LOGRE system pilot, which collects organic waste and
convertsitinto renewable natural gasforthe public gas network. Thisfuel then
powers our LOGRE Bio-CNG trucks, closing theloop.
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Recycling Coffee Waste to Make Cars

In North America, we have partnered with the Ford Motor Companyto recycle coffee
chaff-the husk ofthe coffee bean that peels off during roasting. Therecycled chaffis
heated and the residue mixed with other materials,before being molded into
headlamp housings. Turningthe coffee chaffinto residue enables Ford to produce
componentsthatare 20% lighterthan the traditional materialand also require up to
25% less energy to produce. The use of coffee chaffas aresource showshow
companiescan work togetherto increase participationin the closed-loop economy.

Recycling Ocean Plastic Waste

Since 2018, McDonald’s Norway hasbeen working in partnership with asmall group
that makes plastic pelletsfrom the marine waste collected by fishermen along the
Nordland coast. The group creates products out of the marine plastic, like sunglasses,
shoesand now,100% recycled trays forall McDonald’s Norway restaurants.

In 2020, we opened our1,000th restaurant in Australia, which we used to test and roll
out multiple circularinitiatives,including a circular Playplace® thatrepurposed old play
equipmentinto newdecks, climbers, slide tubesand window panels.60% of the entire
structure issourced from old play equipment, while the remaining 40% of material is
fullyrecyclable.

Footnotes

' Packaging: Scope: Inclusive of centrally managed guest packagingand Happy Meal
book and toy packaging. Renewable sources referto material thatiscomposed of
biomassfrom alivingsource and thatcan be continuallyreplenished. Renewable
appliesto plasticsonly,notfiber.Source:1SO 14021:2016, for plastic, ASTM 6866 or ISO
16620-2. Recycled sources referto material thathasbeenreprocessed from recovered
(reclaimed) material by means of amanufacturing processand madeinto afinal
productorintoacomponentforincorporationinto a product. Recycled material
appliesto plasticsandfiber.Fiber-based packagingmade from 100% recycled sources
must be third-party verified, unless certified undera Chain of Custody forest
management standard. Source:1ISO14021:2016. Third party verification meansthat an
independentaccredited organizationhasreviewed the manufacturing processofa
productand hasdetermined thatthe final product complies with standardsforthe
attributed claim.Credible third partiesinclude professional auditing and certification
bodies. Certified sources referto suppliers of primaryfiber-based packagingto the
McDonald’s System which complywith the Forestmanagementand Chainof Custody
certification requirements setout by one of the followingschemes: Forest
Stewardship Council™ (FSC®); Programme forthe Endorsementof Forest
Certification (PEFCTM) or PEFC endorsed national systems including,forexample,
Sustainable Forestry Initiative® (SFI®), CSA Group (Canada), and Cerflor (Brazil).
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McDonald’srequiresall wood fiber sourced from Argentina, Cambodia, China,
Indonesia, Laos, Malaysia, Russia, and Vietnam to be Forest Stewardship Council®
(FSC®) Certified or FSC Controlled Wood sources with full chain of custody
certification. Primary fiber-based guest packaging refersto productsthat are used to
package guest food on premisesatMcDonald’srestaurants. Thistype of packaging
includes containers,cups,wraps, bagsfor food, beverages, napkins,folding cartons,
clamshells,wraps,food service bags, napkins, salad bowls,Happy Meal cartons, drink
carriers and cup carriers. Perfluorinated compounds are known to be historically
persistentintheenvironment.McDonald'scommitsto notintentionallyadding
fluorinated compoundsthrough our processes, but fluorinated compounds presentin
the local environmentmakeitdifficultto removeall traces of fluorine from packaging.
Pleaserefer to Our Conserving Forest Page for additional

definitions. Exclusions: Primary fiber-based packaging in food packaged off-site
McDonald’srestaurants; wood stirrers and cutlery, tray liners, straws and limited
locally sourced items.

®Toys: Scope: Inclusive of all toys. Fiber-based toys or fiber components in the toys: 100%
certified fiberrequired. All other materials: McDonald’sambitionisto reduce the use of
virgin fossil fuel based plastics, offer sustainable toys by the end 0of 2025 and not
manufacture electronicsand batteriesin Happy Meal toys globally. For bio-and plant-
based plasticsto be considered sustainable for McDonald's,a minimum of 60% of
plastic weightisrequired to comefrom recycled orrenewable contentora
combination of recycled and renewable content,though inmany practical
applicationswe anticipate that percentage will be much higher. The remaining40%
may be conventional fossil-fuel based material. These thresholdswere developedin
conjunction with inputfrom NGOs, external manufacturing partners,and scientists,
and based on an assessment of sustainable toy and packaging industry leaders so
that ourtargets reflected current sustainable engineering capabilities to maintain
safety and functionality. Our efforts will result in an approximate 90% reductionin
virgin fossil-fuel based plasticuse againsta 2018 baseline. Virgin fossil-fuel based
plastics/Conventional/Traditional Plastic: plastics made from fossil fuel
feedstock.Renewable sources referto material thatiscomposed of biomassfrom a
living sourceand thatcan be continuallyreplenished.Renewable appliesto plastics
only,notfiber.Source: ISO14021:2016, for plastic, ASTM 6866 or SO 16620-2. Recycled
sources referto material thathasbeen reprocessed from recovered (reclaimed)
material by means of a manufacturing processand madeinto afinal productorintoa
componentforincorporationinto a product. Recycled material appliesto plasticsand
fiber.Fiber-based packagingmade from 100% recycled sources must be third-party
verified,unless certified under a Chain of Custody forest management standard.
Source: ISO14021:2016. Certified sources referto suppliers of primaryfiber-based
packaging andtoysto the McDonald’s System which comply with the Forest
managementand Chainof Custody certification requirements setout by one ofthe
following schemes: Forest Stewardship Council™ (FSC®); Programme for the
Endorsementof Forest Certification (PEFCTM) or PEFC endorsed

national systems including,forexample, Sustainable Forestry Initiative® (SFI®), CSA
Group (Canada),and Cerflor (Brazil). McDonald’s requires all wood fiber sourced from
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Argentina, Cambodia, China,Indonesia, Laos, Malaysia, Russia,and Vietnam to be
Forest Stewardship Council® (FSC®) Certified or FSC Controlled Wood sources with
full chain of custody certification. The thresholdsdescribed above do notinclude the
presence of adhesives,glues,inks, paintsand coatings.
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Sustainable Agriculture & Beef

Progress Highlights

10 out of 10 of ourtop 10 beef sourcing countries sourced beef from sustainability
programsaligned with the GRSB Principlesand Criteriaand metMcDonald’s
requirements by the end of 2020

10 out of 10 of ourtop 10 beef sourcing countries supported or sponsored beef
producer sustainability groups,toolsorprogramsthat supported the wider adoption
of best practices ormeasured sustainability performance by the end of 2020

10 out of 10 of our top 10 beef sourcing countrieshad recognized one ormore beef
producersas Flagship Farmersto work with peers and share theirindustry-leading
practices by the end of 2020

10 out of 10 of ourtop 10 beef sourcing countries had established a pioneering
research projectto discoverorvalidate new sustainability practicesforbeeffarming
related to our PriorityImpact Areasbythe end of 2020

99.4% of beef sourced for McDonald’srestaurants supported deforestation-free supply
chainsbythe end 0of 2020

Please see our performance section and footnotes belowforadditional detail.
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Why It Matters

As the global population grows, we need to feed more peopleinincreasingly
sustainable ways. McDonald’s can use our scale to play an importantroleinthat
effort.

We believethatmore of ourfood can be produced in away thatnotonly protects the
environmentand contributes positivelyto a thriving global food system butalso helps
rehabilitateand enhance ecosystemsaround farmsthrough better soil health,
improved water managementand increased biodiversity. We've madeitaglobal
priorityto champion sustainability effortsacross our supply chain, startinginthe areas
where we believe we can havethelargestimpact.

We can’ttalk aboutimpactwithouttalking about beef. More sustainable beef
production gives McDonald'sone of our greatest opportunitiesto addressclimate
changeanddrive positive change in the globalfood system.Asone of the world’s
biggestbuyers of beef, we are striving to make sure that its production contributesto
a moresustainablefood system in which peopleand communities,animalsand the
planetthrive.

We'veworked alongside adiverse,globalnetwork of suppliers,farmers,ranchers,
nongovernmentalorganizations (NGOs) and scientistsformanyyears. Through these
efforts, we've collaborated with farmersand rancherswho have shown us it's possible
to produce beefin a way that protectsand maintains nativelandscapesincluding
grasslands,improvesbiodiversity and sequesters carbon in soilswhile supporting
farmerlivelihoodsforthelongterm.

Our Strategy

We approach sustainable agriculture holisticallyand considerourimpactonthe
planet, the livelihoods of the people who produce our food, the communitiesin
which they liveand the well-being of the animalswe rely on.

We also wantto help create positiveimpact, especially with beef farmers, in areas
such asimproving biodiversity, maintaining native grasslandsand capturing carbon,
as well as rebuilding soils.

We haveidentified seven priorityimpactareasforus to address through ourgoals:

e Climatechange

e Farmerlivelihoods

e Protecting water resources

e Conservingforests

e Reducing food and packagingwaste
e Respecting humanrights
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e Promotingthehealth and welfare of animals

For beef,one primaryarea of focus issupporting the development of national multi-
stakeholder beef sustainability programs. These programs emphasize practices that
align with the global definition of beef sustainability outlinedby the Global Roundtable
forSustainable Beef (GRSB) Principlesand Criteria. In partnership and collaboration
with farmers, suppliers,industry groups,academia, civil societyand GRSB,we have
helped establish multi-stakeholder groupsin ourtop 10 sourcing countriesthat
represent approximately 85% of our global beef volumes, including:

e TheU.S.RoundtableforSustainable Beef (USRSB)

e TheCanadian RoundtableforSustainable Beef (CRSB)

e TheEuropean RoundtableforBeef Sustainability (ERBS)involving Germany,
France Ireland, Italy Poland and the U.K.

¢ TheBrazilian Roundtable on Sustainable Livestock (GTPS)

e TheAustralia Beef Sustainability Framework

e TheNew Zealand Roundtablefor Sustainable Beef

We are committed to promoting sustainability programsacross our system and
taking sustainable farmingpracticesto scale. Thisincludes working with experts
globallyto advanceresearch thatquantifiestheimpactsand outcomes of
sustainability practicesto continuously advancethe sciencethatwill help solvethe
challengesweface. We also set 2020 Beef Sustainability goals, which saw us further
engage key stakeholdersacrossour supply chain and theindustry to share best
practices,develop sustainability programsand support sustainability groups, toolsor
programsthatsupportthe wideradoption of sustainable farming standards.

We continue to work closely with farmers, ranchers, NGOs, scientists, industry groups and
suppliers to collectively mitigate the impacts of beef production and to support the
development of industry resourcesto help measure, benchmark and demonstrate
advancementsin sustainability.

Collaborating With Stakeholders

By collaboratingwith relevant stakeholders, we can identifyand supportpracticesthat
reduce greenhouse gas (GHG) emissions,optimize positiveimpactsand support
resilientfarmsand farmerlivelihoods. Thatswhy McDonald’sco-foundedthe GRSBin
2011 - the multi-stakeholderinitiative thatbringstogetherkey playersacrossthe beef
value chain to accelerate and continuously improve sustainability throughout the
sector.

In 2014, the GRSB members,includingMcDonald's, collectivelyfinalizedthe beef

sustainability Principlesand Criteria. Recently, GRSB builton those principlesto
develop global goalsthatwill help guide the beefindustry overthe next decadeto
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delivermeasurable positive sustainability outcomes. McDonald’s sup ports GRSB’s
efforts and we are proud to serve on key organizational workinggroupsandin
leadership roleswithin the GRSB. The GRSB Principles, Criteriaand goalsare
intentionally highlevel to allowfor nationaland regionalgroupstointerpretthemin a
locallyrelevantway, given the significant variation in production systems, legal
frameworks, socio-political factorsand climatesthatexist acrossthe globe.

The GRSB Principlesand Criteria arefocused on five corethemes:

e Manage natural resources responsibly.

e Respect peopleand communities.

e Care forthewelfare ofanimals.

e Ensure the safety and quality of beef.

e Driveefficiencyandinnovation to reduce waste and improve economic
viability.

To supportthe delivery of the GRSB Principlesand Criteria ata national level,we have
worked with several national and regional multi-stakeholder platforms. We have
helped oursuppliersand other partners to establish, pilotand support programsto
implementthiswith farmersandrancherson the ground.

“McDonald’s leadership as a founding member of GRSB helped drive the definition of
sustainability, the development of principles and criteria and the establishment of 12
national and regional roundtables covering over 20 countries who share the same mission,
vision and objectives as the GRSB. As a major player in the global beef network, their
leadership through our Executive Committee and expertise in our Working Groups is
invaluable as the GRSB launches our goals for 2030 and as we make progress towards
achieving and measuring against them.

Ruaraidh Petre, Executive Director, Global Roundtable for Sustainable Beef (GRSB)
Reducing Emissions

In 2018, we becamethe world’sfirst restaurant companyto seta science-based target
to reduce GHG emissionsrelated to McDonald’srestaurants,as well as reduce
emissionsintensity (per metricton of food and packaging)across our supplychain.As
beef isoneofthe top three contributorsto the overall carbon footprintof our supply
chain,we're prioritizingdevelopmentof our Beef Climate Roadmap with inputfrom
our suppliers,NGOs,academicsand otherexperts. We arein the process of
developingproduct-specific roadmapsformeeting our Science Based Targets
initiative (SBTi) goals. We also publishprogress updates toward our 2030 goals
annuallythrough CDP and on our website to demonstrate transparencyand
accountability.

Based on ourexperienceto date, we've identified four keydriversthatwill allow us to

greatly reduce emissionsintensityin our beef supply: elevating farm management;
rebuilding soils;conservingforests;and post-farm efficiency.
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Policies and Standards

McDonald’shassetand communicates clearresponsible sourcingexpectationswith
beef suppliers.In all countrieswhere we source beef raw material, we have traceability
from the abattoirsthrough the processing plantand to McDonald’srestaurants. We
auditthe processorsthat supplyour beef annuallyand 100% of them passour strict
requirementsfor food safety. In many of these countries, traceability systems also
exist to track further up the supply chainto theindividual farmswhereanimalsare
raised.

McDonald’s suppliers representing approximately 80% of our spend are asked to report

to CDP on Climate Change and Forests efforts, including 100% of our globally managed beef,
chicken, dairy and cheese suppliers. We regularly update this guidance and assess emerging
risks across the supply chain.

We also have a specificantibiotics policy forbeef thatfits into ourbroader
commitmentto beef sustainability.

In partnership with our suppliersand producers, our goal isresponsible antibiotic use
as defined by the World Health Organization (WHO), aligned with the One Health
approach and the 3Rs (Reduce, Refine and Replace),across our top 10 beef sourcing
markets, representing more than 85% of our global beef supply chain.

Our Deforestation-Free Beef Procurement Policy was developed to ensure our
Commitmenton Forestsisupheld throughout our beef supply chain.

Helping Support the Sustainable Development Goals

Our beef sustainability work supportsthe UN Sustainable Development Goals,a
global agendato end poverty, protectthe planet,and ensure prosperityfor all,in
particular:

Goal 2: Zero Hunqger (Specificallytargets 2.3 and 2.4)

Goal 12: Responsible Consumption and Production (Specificallytarget 12.2)

B
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Goal 13: Climate Action (Specifically target 13.2)

Goal15: Life on Land (Specifically targets 15.1,15.2 and 15.5)

17 G

&

Goal 17: Partnerships for the Goals (Specifically targets 17.16 and 17.17)

Our Performance

We set beef sustainability goalswe aimed to achieve by the end of 2020. Four of
these goalsapplyto our top beef sourcing countries (the U.S., Australia, Germany,
Brazil, Ireland, Canada, France, New Zealand, the U.K. and Poland,which collectively
represent circa 85% of our global beef volumes). The fifth goal, protecting forests,

hasa globalscope.1

Goal 1: Accelerate Industry Progress
By the end of 2020, source a portion of our beef from suppliers participating in sustainability

programs aligned with the Global Roundtable for Sustainable Beef (GRSB) Principles and
Criteria and that meet McDonald’s requirements.

Progress

We sourced beef from sustainability programsaligned with the GRSB Principlesand
Criteriaand met McDonald’srequirementsin 10 out of 10 of our top 10 beef sourcing
countriesby the end of 2020.

Goal 2: Share Knowledge and Tools

By the end of 2020, engage with local farmers through farmer outreach projects to help
develop and share best practices related to our Priority Impact Areas.

Progress
10 out of 10 of ourtop 10 beef sourcing countries supported orsponsored beef

producer sustainability groups,toolsor programsthat supported the wider adoption
of best practices ormeasured sustainability performance by the end of 2020.

Goal 3: Promote Flagship Farmers
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By the end of 2020, select and showcase McDonald’s Flagship Farmers to demonstrate
leading best practices related to key sustainability impact areas.

Progress

All of ourtop 10 beef sourcing countriesrecognized one ormore beef producers as
Flagship Farmersto work with peers and share theirindustry-leading practicesbythe
end of 2020.

Goal 4: Pioneer New Practices

By the end of 2020, set up McDonald’s Progressive Farm Partnerships to trial and discover
new practices related to our Priority Impact Areas.

Progress

10 out of 10 of our top beef sourcing countries had established a pioneering research
projectto discoverorvalidate new sustainability practicesforbeef farming related to
our Priority Impact Areas by the end of 2020.

2
Goal 5: Conserve Forests=

By the end of 2020, all the beef sourced for McDonald’s restaurants to support
deforestation-free supply chains.

Progress

99.4% of the beef sourced for McDonald’srestaurants supported deforestation-free
supply chainsbythe end of 2020.

Our Actions

Recognizing Flagship Farmers

We arecommitted to help farmersleverage the power of peer influenceto elevate,
inspire and share beef sustainability best practices with oneanother. Our Flagship
Farmers Program helpsto recognize producerswho areleading theindustry with
pioneering sustainability practices. We're proud to haveidentified and recognized
Flagship Farmersacrossour 10 key beef sourcing regions. Through the program, we
encourage peer-to-peerknowledge sharing that showcasesfarmers’leading
sustainability effortsand encourageswideradoption of these practices. The program
offers an onlineresource for producersworldwide that celebrates innovative solutions
around issues such as soil health, sustainable grazing techniques,animal welfare,
biodiversity,ecosystem protectionand GHG emissions.
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New Tools to Tackle Deforestation in the Beef Supply Chain

As partof ourglobal Commitment on Forests, we are working in countriesand regions
with publiclyidentified or projected deforestation impactsto assess and addressthe
link with the beef we source. We're working with AgroTools,an ag-tech companyand
certified B-Corp,and Proforest,a not-for-profitorganizationfocused on responsible
production and sourcing,to track the origin of all beef sourced foruse in McDonald’s
restaurants from certain countriesand regions. We use techniques such as cutting -
edge satellite mapping and national government data setsto determine which areas
to prioritize and track our sourcing from these areas by farm. Utilizing industry-
standard definitionsfrom the Accountability Framework Initiative, workingwith local
stakeholdersand tailoring ourapproachto specific factorsin each priority country,we
assess whetherdeforestation hashappened atthefarm level. Thisenablesour
suppliersto understandrisk and, where required,implement continuousimprovement
planswith farmsin orderto supportdeforestation-free supply chains.We've
pioneered thisapproachin Brazil and have since expanded this projectto include beef
supplied from other priority regionsincluding Argentina, Australiaand Paraguay,and
shared it through platforms, such as the Tropical Forest Alliance, to encourage wider
adoption.

Latest Insights From Regenerative Farming Pilots

The positive environmental impacts of regenerative agricultural practices, such as
improving biodiversity and capturingcarbon,aredemonstrable. Wereworkingon a
number of activitiesin thisarea,including:

e Improvinggrazing techniquesin the U.S.: Welaunched a partnership with The
Foundation for Food and Agriculture Research.We also committed to match up
to $4.5millionin aresearch project with The ASU Foundation for ANew American
University. Theresearch isanalyzing theimpact of Adaptive Multi-Paddock
grazing practices,which mimic the natural grazing patterns of wild ruminants,
againstcontinuously grazed ranchesacross10ranchesin southeastern U.S. This
is helping usto identify what benefitsthe technique can have on the environment
and farming communities, such as the potential to improve soilhealth, sequester
more carbon,increase grassland biodiversity and promote farmerlivelihoodsand
animal welfare.

e Regenerative grazingin the U.K.: In Oxford, we're working with FAl Farmson moving
toward a regenerative grazing system.Focusing on activityin the soil belowthe
ground, cattle are a vital partof the ecosystem on the farm, contributing to soil
biologywith thetramplingofgrassand additionof dung to feed microbesto
create more and better soil. Healthy soil draws carbon out of the atmosphere,
supports farmresiliencein achangingclimate and produceslow-input beef.
Qualitative and quantitative measures are being used to monitor progress,and
learnings will be used to support and encourage otherswith the adoption of
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regenerative agriculture techniques.

Investingin soil and biodiversity in Nebraska, U.S.: In collaboration with Cargill, The
Nature Conservancyand Target,we're supporting regenerative agricultural
practicesthat help mitigate climate change and improve theresiliencyofland,
whilealso achievingotherimportantenvironmental benefits for habitatsand
local water quality. Thisfive-year projectwillimpact100,000 acres of land
dedicated to corn production,through ajoint$8.5 million investment,and hasthe
potential to sequester 150,000 metric tonsof carbon —equivalentto removing
over 32,000 cars from the road in oneyear.

Supporting the ranching community in the Northern Great Plains, U.S.: McDonald’sis
proud to be partnering with Cargill,the Walmart Foundation and World Wildlife
Fundin a five-year projectto support ranchersimplementing regenerative
grazing practicesacross1million acresin the Northern Great Plains. The Ranch
Systems and Viability Planning network will provide rancherstechnical expertise,
training and tools,including peer-to-peerlearning, to implementregenerative
cattle grazing practices.Byimprovingthese practices, we can enhance soil
health anditsability to absorb further carbon from the atmosphere, ultimately
reducing emissions,improvingbiodiversity and mitigating climate change. And
that's notall —these practicescan also help ranchesbe moreresilientand
economicallyviableforthelong term. Thiscoversapproximately15% of
McDonald’sU.S. cow-calf supply. By providing trainingand building rancher
networksto supportongoing implementationand improvements, the projectwill
reach over1million acres.McDonaldswill beinvestingatotal of $1.6million overa
five-year period (2020-2025) to the project,demonstrating commitmentto
climateaction and supportfortheranching community.

Developing Programs to Measure and Scale Sustainability

We wantto work with our suppliersto pioneer new sustainability practicesthatrelate
to ourPriorityImpact Areas. In partnership with farmersand ranchersand other
experts, we're developing newapproachesto beef production and helping scalethem
up —from an online environmentalfootprint calculatorused by farmers in France, to an
animal welfare and sustainability program thathasreached 3,600 farmsin Germany.
These efforts area key part of our 2020 goalsto accelerateindustry progressand
share knowledge and toolsin ourtop beef sourcing countries.

Improving industry standards in Poland: McDonald’s Poland and beef producer OSI
Food Solutionshave been working closely forover15 years to assure that beef
produced on Polish farmsis safe, traceable and farmed to good standards of
animal welfare. By working with the Polish Beef Sustainability Platform and the
European Roundtable for Beef Sustainability (ERBS), this scheme hasbeen
strengthened further to help the Polish beefindustryaddressthe ERBS targets
through a new sustainability platform called Cultivate.
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e Incentivizing sustainability in Germany: At McDonald’s Germany,we've helped to
develop the BEST Beef program. Since 2010, this has engaged the entire supply
chain,including 3,600 farmsto take important stepstoward more sustainable
beef production. The program continuesto evolve, includingarevised focus on
improving animalhealth while keeping the administration of medicationto a
minimum, expandingthelife span of cows,reducing COzemissionsand ensuring
animal-friendly husbandry practices—forexample,by promotingmodernloose
housing and pasture grazing.

e Anindustry firstfor Canada: In July 2018, McDonald’s Canada became thefirst
companyinthecountryto serve Canadian beeffrom certified sustainable farms
andranches,beginningwith its Anguslineup.In September2020,McDonald’s
Canada continued its beef sustainability journey with the addition of Quarter
Pounder® patties. Atleast 30% of the beef used in McDonald’s Quarter Pounder
burgersis from certified sustainable sources,according to the Canadian
Roundtable for Sustainable Beef (CRSB) standards. The CRSB consistsofa
diverse group of stakeholders,includingNGOslike the World Wildlife Fund U.S.
and Nature Conservancy Canada.

Thisachievementwas made possible through the completion of McDonald’s
Canada’sbeef sustainability pilot project,and paved the way forthe development
of robust sustainability standards by the CRSB, which aligned with the Principles
and Criteria for beef sustainability established by the GRSBin 2016. The third -
party-audited assurance system is alocally relevant,outcomes-based initiative
that recognizes sustainable practicesin all parts of the supply chain,including
ranchers,feedlotoperatorsand packers. As a result, McDonald’s Canada has
been ableto purchase a portion ofitsbeeffrom a fully verified sustainable supply
chain.

e Reducing GHG emissionsin France: We helped to establish project CAP2ER,an
environmental footprint calculatorthat evaluatesthe environmental impacts
within beef farming, helping to identify where farmers can work to reduce their
GHG emissions. To date,more than 20,000 assessments have been carried out,
and we have verified that 129,000 hectares ofland isbeing managedto support
biodiversity by French beef farmers who we source from.

e Beefsustainabilityinlreland: Irish food board Bord Bia developedits Origin Green
program,with the common goalof sustainable food production on a national
scale. Asa fellowboard memberofthe ERBS, McDonald’sworksin partnership
with Bord Bia, including sourcingall our Irish beef from members of the Origin
Green program. The Bord Bia Sustainable Beefand Lamb Assurance Schemeisa
key partof the Origin Green program, covering 34,000 farmsand recognized by
the ERBS.

Linking the Beef Value Chain inthe U.S.
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We wantto accelerateindustry progress,which is why we are committed to sourcing a
portion of our beef from supplierswho participate in sustainability programs.
McDonald’s partnered with participantsfrom each production phase ofthe U.S. beef
value chain to define,measure and improve practices used to raise, process and
deliver quality beefto consumers. Thetwo-year Integrity Beef Sustainability Pilot
Project broughtthedifferent playerstogetherto test standardsand methods of
measuring sustainabilityand share data and best practices. The goalswere to
increase efficiency,improve managementpractices, self-assessand document
sustainability efforts, explore third-party verification of sustainability claimsand
evaluate a track-and-trace program acrossthe chain.

Themorethan 1.2 million 100% fresh beef Quarter Pounderburgers* produced as part
of the two-year pilotprojectwere sold at McDonald’srestaurants throughoutthe U.S.
While selling the hamburgersatMcDonald’s may seem likethe end of the beef supply
chain,the Company’sdesire to supportthe beefindustry’s sustainability effortsand
improve collaboration along the chainwasthedriving force atthe start of the pilot
project,which was supported by the U.S. Roundtable for Sustainable Beef (USRSB).
The pilothelped shape sustainability metrics set by the USRSB, aswell asthe
developmentofthe USRSB's self-assessmenttool,whichisa concreteresource that
othersinthebeef value chain can use to benchmark their performance andplanfor
continuousimprovement.ltalso enabled McDonald’sto supporttheindustry in
accelerating adoption of sustainability best practices.

*Weight before cooking. Available atmostrestaurants in contiguousU.S. Not
availablein Alaska,Hawaiiand U.S. Territories.

Footnotes

"Beef—Goals 1, 2, 3and 4:

Definitions: Sourcing refers to the purchasing activitiesthat suppliersto McDonald’s
restaurants undertake to procure raw materialsfor productsused in McDonald’s
restaurants. In this context, sourced refers to cattle procured from lastfarm orfeedlot
priorto slaughter. Global Roundtable of Sustainable Beef (GRSB) principlesand criteria
aim to define beef sustainability globally. The five core principlesare focused on
managing natural resources responsibly,respecting people and communities, caring
forthe welfare of animals, ensuring the safety and quality of beef and driving
efficiencyandinnovationto reduce waste and improve economic viability. These
principlesallow fornationaland regionalinterpretation, given the significant variation
in production systems,legal frameworks, socio-politicalfactorsand climatesthat
exist across the globe. Priority Impact Areas refers to seven areas that McDonald’shas
identified asthe highestpriorities to address through the supply chain,in orderto
drivelasting, meaningful outcomesforpeople,animals,the environmentand our
business. These are: Respecting human rights; Promotingthe health and welfare of
animals; Farmer Livelihoods; Addressing climate change; Reducing foodand
packaging waste; Protecting water resources and Conserving forests. Farmer Outreach
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Projects are projectsthat engage groups of farmers within our supply base, with the
aim of supporting progress towards our Beef Sustainability Goals, through either:
Supporting knowledge sharing amongst producersto supportthe wideradoption of
best practicesrelated to our Priority Impact Areas, or; developing toolsto enable
producersto measure the sustainability performance of theirenterpriseinany of our
Priority ImpactAreasandinform theiron-farm decision-making. Flagship Farmer: A
Flagship Farmerrefers to a farmer, producer,grower or rancherwho suppliesinto the
McDonald’s supply chain and hasbeen officiallyidentified and onboarded into the
Flagship FarmersProgram.Thisprocessincludesareviewof hisorher industry-
leading sustainability practicesviainitialapplicationand on-farm visit. Theintentof
elevating theirexperiencesand practicesisforsharing with abroaderfarmer/rancher
peer group. Thissharing is primarily achieved via collaborationbetween market supply
chain contactsatthe marketlevel,and theindividual farmerorrancher. Progressive
Farm Partnerships: A research projectaimed atdemonstrating proof-of-conceptfor
new innovative practices. Given the pioneering nature of thisresearch, not all
practicestrialled may be successful. Scope: Includesall beef raw material used in beef
patties sourced for McDonald’s products from beef patty manufacturers that supply
McDonald’srestaurantsin the United States, Australia, Brazil, Germany, Ireland,
France, New Zealand, Canada, the United KingdomorPoland. Includesall McDonald’s
restaurants owned and operated bythe Companyand itsFranchiseesin these
countrieswhich collectively representcirca 85% of our global beef

volumes. Exclusions: Beef used as secondaryingredientsin McDonald’s products, for
exampleasflavoringinasauce.

2 Beef—Goal 5: Conserve Forests:

Definitions: Please refer to Our Conserving Forest Page for definitions. Scope: Includes
all beef suppliersto the McDonald’s System and theirraw material suppliersglobally
and all McDonald'srestaurants owned and operated by the Companyand its
Franchiseeswhich sell beef. McDonald’srequires all beef raw material sourced from
high-deforestation priority regionsto comply with McDonald’s Deforestation-Free
Beef ProcurementPolicyand meettherequirements asoutlined in McDonald’s
Commitmenton Forests. Countrieswith regions currently identified as high-
deforestation priority regions for beef include Brazil, Paraguay, Argentina,and
Australia. Exclusions: Beef used as secondaryingredientsin McDonald’s products, for
exampleasflavoringinasauce.
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Conserving Forests

Progress Highlights

99.6% of our beef, soy sourced for chicken feed, palm oil,coffee and fiberused in guest
packaging volumes supported deforestation-free supply chainsin 2020.

99.4% of beef sourced for McDonald’s restaurants supported deforestation-free supply
chainsbythe end 0f2020.

100% of soy sourced forthe feed of chicken used in McDonald’s products supported
deforestation-free supply chainsin 2020.

100% of the palm oil used in McDonald'srestaurantsand as ingredientsin McDonald’s
products supported the production of sustainable palm oiland deforestation -free
supply chainsin 2020.

98.3% of coffee sourced for McDonald’srestaurants supported deforestation-free
supply chainsin 2020.

99.6% of primary fiber-based guest packaging sourced for McDonald’s restaurants
supported deforestation-free supply chainsin 2020.

Please see our performance section and footnotes belowforadditional detail.
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Why It Matters

Forests play a vital role in creating oxygen and absorbing greenhouse gas (GHG)
emissions.People, plantsand animalsrely on forests for food, fresh water and
shelter, yet they and other high value conservation areas remain under threat.

TheUN's Global Forest Goals 2021 Report, states that "Between 2015 and 2020,
deforestation,which measuresthe conversion of forestto otherland use, stood at 10.2
millionhectares (ha) peryear."

When we fail to protectforests, climate change effectsworsen, critical biodiversityis
lostandlivelihoodsand humanrightsare threatened —as are the natural ecosystems
that we all relyon for thefood we eat. Which iswhy supporting deforestation-free
supply chainsand promotingforestsasa climate solutionisnotjust our responsibility,
itiscore to our business.

Our Strategy

We are accelerating our efforts and remain committed to eliminating deforestation
from our global supply chains by 2030.

McDonald’shasbeen onajourneyto support sustainable food productionand
conserveforests for morethan three decades. 2020 saw us reach a major milestone
by achievingourdeforestation-free goalsforseveral of our primaryingredientsand
materials.

We are prioritizing the sourcing of raw materialswe buy in the greatest volumeand
where McDonald’s can use our sourcing scale to make the biggestimpact - beef,
chicken (soyinfeed), palm oil,coffeeand thefiberused in guest packaging.

Our Commitmenton Forests (PDF —350 KB) and its Supporting Addendum for
Commitmenton Forests (PDF — 491 KB) set out ourvision to achieving ourgoal.The
Commitmentappliesto all commoditiesand everyregion that we source from,and
both directandindirectsuppliersto the McDonald’s system.

Importantly,ourcommitmentextends beyond foreststo otherareas of high
conservationvalue, to the people and communitiesaround the world who depend on
forests. McDonald’sisalso asignatoryto the New York Declaration onForests,a
shared commitmentfrom some of the world’s mostinfluential countries,companies
and nongovernmental organizations (NGOs) to help end deforestation by 2030.

We are committed to driving industry transformation and supporting deforestation-
free supply chainsatscale.For us, supporting deforestation-free supply chainsis
aboutmorethan preventing forest clearances,itmeansusing our size and position to
protect biodiversity,reduce our carbon footprintand respecthuman rights. By
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working in partnership with suppliers throughout our supply chain,we want to achieve
the following:

o Nodeforestation of primaryforestsor areas of high conservationvalue.
e Nodevelopmentofhigh carbonstockforestareas.

 Nodevelopmenton peatlands,regardless of depth,and the utilization of best
management practicesforexisting commodity productionon peatlands.

e Respect humanrights.

e Respecttherightofall affected communitiesto give orwithholdtheirfree, prior
andinformed consentforplantationdevelopmentsonlandtheyown legally,
communally orby custom.

e Resolvedisputesoverlandrightsthrough abalanced and transparentdispute
resolution process.

o Verify the origin of raw material production.

e Supportsmallholders,farmers, plantationownersand suppliersto complywith
thiscommitment.

Measuring and Reporting Progress

McDonald’siscommitted to transparently and regularly reporting progress toward our
sustainabilityand sourcing goals,includingour Commitmenton Forests.

Inaddition to annual progress updates shared here,we report annually through CDP
Forests. In 2017, we were one of the first majorcompaniesto jointhe CDP Supply
Chain Forests group,alongside one of ourlargest Franchisees,Arcos Doradosin Latin
America. Through thisengagement,we've since provided CDP withimportant
informationon how we are working with our suppliersto manageriskslinked to
deforestation.

We recognizethe challengesrelated to howcompaniesreport progresstoward their
deforestation commitmentsand targets, with efforts ongoingto standardize
reporting practices. To ensure we are reporting clearlyand consistentlyagainstour
commitments,we work with expert partners and align our definitions with recognized
frameworks such as the Accountability Framework initiative (AFi). McDonald's
commitmentsand expectationsare formed based on the definitions of deforestation
set out below:
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e “Eliminate Deforestation” refers to McDonald’sglobal pledge to tackle
deforestation,and all of the social and environmental criteriain our Commitment
on Forests in our agricultural and forestry supply chains.Inalignmentwith the
definitions of AFi,we use the term “supporting deforestation-free supply chains”
belowto moreaccurately reflect the actionswe are taking toimplement,
measure and report progress toward our Commitmenton Forests.

o “Deforestation” refersto the lossof natural forest as a result of: i) conversion to
agriculture or othernon-forestland use;ii) conversion to a plantationforest; oriii)
severe and sustained degradation asaligned with the definitions of AFi.

o “High-deforestation priority regions” are defined as countries,biomes,
municipalities, postcodes orfarms/ plantations thatareidentified asunderthreat
of deforestation asdetermined through regular assessments. McDonald’sinitially
partnered with WWF and its Global Forest & Trade Network to assess its potential
impacton deforestation inits priority supply chains. Thisassessment paired
McDonald’s supply chain data with that of the 11 world regions projected to
accountfor themajority of deforestation globally so that McDonald's could take
actionto drivethe greatest positiveimpact.

e “Low-deforestation priority regions” refers to countries, biomes, municipalities,
postcodesorfarms/plantationsthatareclassified asno orlowrisk of
deforestation,asdetermined through regularassessmentsthat rely on the latest
supply chain dataand trends.McDonald’s assesses thisrisk annually with third
parties, including WWF, to takeinto accountthelatest supply chain dataand
trends.

e “Supporting deforestation-free supply chains” refers to commoditiesin our supply
chainsthatare either sourced sustainably from high-deforestationpriority
regionsand complywith the certification orverificationschemesas set out
below;orare sourced from low-deforestation priority regionsasabove.

Additionally,we knowthateach commodityisdifferentand requiresatailored
approach.Foreachone,in orderto be classed as supporting deforestation-free supply
chains,we require the following:

o Beef-McDonald’'srequiresthatall beef sourced from Brazil, Paraguay, Argentina
and Australia meetsthe requirements of the McDonald’s Deforestation-Free Beef
ProcurementPolicy (DFBPP)and the McDonald’'s Commitmenton Forests.

e Soy (for chickenfeed)—McDonald’srequiresthatall soy sourced forthe feed of
chickenusedin McDonald’s productsto be either sourced from low-
deforestation priority regionsor,when sourced from high-deforestation priority
regions,to supportresponsible soy production. We supportresponsible soy
production through the purchase of Roundtable on Responsible Soy (RTRS)
credits. Anumberof our chicken suppliersto Europealso use physical
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certification through Proterra standards. Soy produced in the Amazon biome
meeting the Amazon Soy Moratorium requirementsisalso recognizedas
compliantwhen suppliers can provide proof of traceabilityand assurance. Soy -
producing countrieswith regionscurrentlyidentified ashigh-deforestation
priorityregionsforsoyinclude Argentina (Chaco biome), Brazil (Amazonand
Cerrado biomes),and Paraguay (Chaco biome). Given the complexity of soy
supply chains,we considerthat,unless demonstrated, all of McDonald's sources
of soy for chicken fall into high-deforestation priority regions with the exception
of chicken sourced inthe U.S. and Canada, where soy used infeed is locally
produced and therefore volumesare considered lowrisk.

Palm oil - Palm oil sourced for McDonald'srestaurantsor as ingredientsin
McDonald’s products must meet the requirements of the Roundtable on
Sustainable Palm Oil (RSPO) certification. Allcountriesare considered high-
deforestation priorityregionsforpalm oiland allvolumes are required to be
covered by RSPO certification orcredits.McDonald’sis committed to increasing
traceability by requiring physical certificationforthe palm oilused in the
McDonald’s System in the greatest volumes.

Coffee —McDonald’srequires coffee sourced from Honduras, Indonesia and
Vietnam to be Rainforest Alliance Certified™or UTZ certified. Furtherto the
Rainforest Alliance’s activation of a program of mutual recognition between the
Rainforest Alliance and UTZ coffee certificationprograms, McDonald’'sconsiders
both Rainforest Alliance certified coffeeand UTZ certified coffee (www.utz.org)
as equally meeting the sourcing requirements from high-deforestationpriority
regions. Countrieswith regionsidentified as high-deforestation priorityregions
forcoffee include Honduras,Indonesia and Vietham

Fiber —McDonald’srequiresthatour primaryfibersupplyis sourced from Forest
Stewardship Council®(ESC) Certified or FSC Controlled Wood sources with full
chain of custody certification when the country of fiber originincludes Argentina,
Cambodia, China,Indonesia, Laos, Malaysia, Russia or Vietham.
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Our Commitment on Forests Priority Commodities
Volumes Supporting Deforestation-Free Supply Chains,* 2020

Beef Soy Palm oil Coffee Fiber

(for chicken feed)

Volume supporting
deforestation-free

100.0% | 100.0% 98.3% 99.6%

supply chains
Sourced from \ ’ - \

priority regions in
compliance with our policy

Sourced from
low-deforestation 83.7% 45.3% 0.0% 90.9% 83.1%
priority regions

Volume not yet compliant** 0.6% 0.0% 0.0% 1.7% 0.4%

high-deforestation 15.7% 54.7% 1100.0% 7.4% 16.5%

* Supporting deforestation-free supply chains refers to commodities in our supply chains that are either sourced from low-deforestation priority
regions, or sourced from high-deforestation priority regions and comply with the certification or verification schemes as defined on the McDonald's
Consarving Forosts web page

** Includes estimated non-reported volumes.

Download Volumes Supporting Deforestation-Free Supply Chainsgraphic (PDF =50
KB)

Since 2017, McDonald’shas been collaboratingwith Proforest, a not-for-profit
organizationfocused onresponsible production and sourcing,and otherkey partners
to develop acomprehensive framework to reporton ourcommitmentsto conserve
forests. Our work with Proforest aimsto develop criteria, definitionsand protocolsfor
our sourcing activities,aswell as implementinga strategy for engaging with our
suppliersand monitoring and supportingtheir continuousimprovement.

Prioritizing Action and Engaging Our Supply Chain

Animportantstepin ourjourneywas to understand exactly where our sourcing was
driving deforestation,and where we could take action to drive the greatest positive
impact. We partnered with the WWF and our suppliersto identify productoriginsand
assess the potential for deforestation acrossfive priority commodity supply chains.
Thisassessment helped usdetermine priority geographies by pairing McDonald’s
supply chain data with that of the 11world regions projected by WWF to contribute to
the majority of deforestation by 2030,based on WWF’s Living Forests Report.

Our Commitment on Forests Priority Regions
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Download Our Commitmenton Forests Priority Regions graphic (PDF —167 KB).

We monitorcompliance with our Commitmenton Foreststo drive continuous
improvementthrough internaland external audits of ourdirect suppliers, validating
the volumes produced foreach commodity. We also rely on reputable commodity-
specific third-party certificationsforassurance of our soy, palm oil, coffee andfiber.
Where suitable certificationsdo notexistfor our priority products, as in our beef
supply chain,we investin external verification systemsto map,monitorand address
ourimpact.

Where noncomplianceisidentified, we engage with suppliersto ensure they
implementtailored corrective actionplansto address noncompliances and mitigate
future risks. Suppliersreportto McDonald’son theirprogressand compliance
annually. Wealso require our direct suppliersto do the same with theirown suppliers.

“Tyson Foods is a proud global supplier to McDonald’s, and is committed to producing
guality, nutritious protein while empowering people, conserving natural resources and
innovating for smart, responsible agriculture. We are investing to be part of the solution to
climate change and recently raised our climate ambitions to be net zero by 2050. We also
established a Global Forest Protection Standard in 2020 and are working toward eliminating
deforestationin our global supply chain. This work supports McDonald’s commitment to
climate action, sustainable agriculture and beef, water stewardship and conserving forests.

John Randal Tyson, Chief Sustainability Officer, Tyson Foods, Inc.

Many of our suppliersare signatoriesto the New York Declaration onForestsand we
rely on ourtrusted and collaborative supplierrelationshipsto deliveron our2020and
2030 forest commitments. We knowthatthe policiesand expectationsthat

129


https://corporate.mcdonalds.com/content/dam/gwscorp/assets/our-planet/conserving-forests/McDonalds-Deforestation-Infographic_Commitment-on-Forests-Regions.pdf

McDonald’s sets,and the commitmentsand programsthatoursupplierscreate, are
watched closely,and we are encouraged by this because we knowthatno company
can tackle deforestation onitsown.

“Cargill works with farmers to implement sustainable agricultural practices and to protect
forests and native vegetation. To advance McDonald’s commitments, we’ve worked
togetherto map key forest commodity supply chains and develop a soy footprint calculator.
Together, McDonald’s and Cargill will combine our scale to protect the planet and enhance
communities.

Pilar Cruz, Chief Sustainability Officer, Cargill

McDonald’sis proud to supportthe group of NGOs that make up the Accountability
Framework initiative (AFi) astheywork to create common definitionsand guidance for
establishing,implementing anddemonstrating progress on ethical supply chain
commitmentsin agriculture and forestry.

We aim to drive transformative practices by testing cutting-edge technology, such as
global satellite mapping, spatialmonitoringtoolsdeveloped by nationalgovernments
and utilizing industry-standarddefinitionsfrom the AFi to define ourwork. We have
incorporated theirguidanceintoraw material specificationsfor beef, while providing
feedback on the practical applicationofthisimportant setof guidance. Additionally,in
alignmentwith AFireportingexpectations,McDonald's believesit critical that
companiesadoptamoretransparentand consistentapproach to tracking progress,
clarifying what progresshasbeen made at various stages of theimplementation
journey,as well as identifying the challengesthatremain.

We also partnerwith the Collaboration onForestsand Agriculture (CFA), whose focus
on beefand soy in the Brazilian Amazon and Cerrado,and inthe Gran Chacoin
Argentinaand Paraguayaligns closely with ourown sourcing regionsand products.
AlongsideourLatin American Franchisee Arcos Dorados, we provide continuous
feedbackto the CFA’s framework and support solutionsthat help protect forests and
native vegetation in the Amazon, Cerrado and Chaco.In 2020, we conducted agap
analysisagainst CFA’soperational guidance.The Tropical Forest Alliance (TFA),and its
Latin America Working Group, isanother critical partnership thatenablesusto
develop andimplementlocally tailored approaches.

McDonald’sisamemberofthe Cerrado Manifesto Statementof Support group,which
launched in October2017,and represents an international coalition of over160
companiesand investorsaiming to eliminate deforestation in cattle and soy supply
chainsin Brazil’'s Cerrado biome. McDonald’s participation reaffirms ourindividual and
collective commitmentto haltingforestlossassociated with agricultural commodity
production,and recognizesthe Cerrado’scriticallyimportantrolein climatechange
mitigation, biodiversity, waterand agricultural production.

We arealso engaged with the Good Growth Partnership,acollaborationbetween the
UN Development Program,the Global Environment Facility, the International Finance
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Cooperation, WWF and Conservation International,and are leveragingtheirtoolsto
supportthe implementation of our Commitmenton Forests.

“It is very exciting to see McDonald’s supporting greater transparency on progress across
the whole production base, allowing actions to be targeted where they are most neededto
drive sectoral improvement.

Dr. Ruth Nussbaum, Co-founderand Director, Proforest

We are pleased that, as 0f 2020, CDP Forests is fullyaligned with the AFi. Asa result of
thisalignment, CDP disclosure now enablescompaniesto reportontheirlevel of
alignmentwith the Framework’s Core Principles.. Thanksto ayearin alignmentwith
thisframework,we are ina strongerposition to reportwith transparency.

Taking the Lead on Supporting Deforestation-Free Beef

As oneofthe world’sbiggestbuyers of beef, we know the potential forpositiveimpact
in the beef supply chainissignificant.

Thebeef supplychain presentsan opportunitythat McDonald’sisuniquely positioned
to address—unlike other major commodities, there was no established certification
scheme or credible processto guide companies’effortsto eliminate deforestation.So
we gotto work.

In 2013, we started working with Agrotools, a certified B-Corp,to track the origin of all
the beefexported from Brazil and sold in McDonald’srestaurantsaround the world. We
then developed a strategy in partnership with Proforestin 2017 to define deforestation
risk across the vastlandscape of the Cerrado, prioritize specific locations,and assess
whether deforestation and noncompliance with the additional social and
environmental aspects of our Commitmenton Forests were actually happening atthe
farmlevel.

Thisprocessenabled us to better monitorour beef supply chain and help our suppliers
take targeted action.During thisprocess, we also aligned closely with NGOslike WWF
and tested emerging frameworksfrom groupslike the AFi. We have since expanded
thisprojectto understand our deforestation risk and apply similar principlesforour
beef supplied from otheridentified priority regions: Argentina, Australia and Paraguay.

McDonald’sisalso afounding member ofthe Global Roundtable for Sustainable Beef
(GRSB), and since 2011, hasworked closely with industry leadersto bring together
stakeholdersfrom acrossthe supply chainto drive collaboration andaction around
beef sustainability—which includesthe conservation of forests. To supportthe
deliveryofthe GRSB Principlesand Criteriaon the ground,McDonald’s has helped set
up and/or participatesin nationaland regional multi-stakeholder roundtablesin
several countries, including Argentina, Brazil and Paraguay.
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Inaddition,we are activeonthe GRSB’s Joint Working Group on LandUse Change,
made up of suppliers, producers, financeinstitutionsand partnersfrom civil society.
Thisgroup hasan outcome-focused goal to ensure the beefvalue chainisa net
positive contributorto nature.

Our leadershipin beefwas also driven by therecognition thatbeefand soy supply
chainsareinterconnected,as soy production hasthe potential to expand into existing
degraded pasture land, instead of newly deforested land. As part of our overall beef
sustainability strategy, we supporta focus onintensification, which willallowfor soy
expansioninto existing pastureland.In thisway, we're maximizing ourimpactand
addressing deforestation forboth beefand soybyreducing pressure on forests from
the expansion of agriculture.

Our Approach to Our Beef Supply Chain

1. Policy Developmentand Adaption

TheMcDonald’s Deforestation-Free Beef Procurement Policy wasdeveloped to help
implementthe McDonald’s Commitmenton Forestsin ourbeef supplychaininline
with the McDonald’s global sustainability strategy. This Policy appliesto priority
countries (Argentina, Australia, Brazil and Paraguay) where we aim to quantifyand
address thelink between identified or projected deforestationand our supply

chain. Since each priority countryhasadistinct context, Proforestand Agrotools have
helped us adaptthe Policyforeach country.

\/

' 4

2. Risk Analysis at the Territory Level

Risk analysishelpsus prioritize and direct our efforts. We divide our main beef
sourcingregionsinto asmallersetoflocationsand use Agrotools’ TerraSafe analysis
tooland national datasetsto develop ascoreforeach. Thetool uses a range of data
sources to prioritize action, such asusing the local definition of forests,and maps of
peatlands,environmentalhotspots,and othersocialand environmentalaspects
relevantin each location.

i

3. Slaughterhouse Engagement
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We work with our direct suppliersto engage with slaughterhouses, prioritizingthose
with the greatest levels of supply to the McDonald’s System and the level of risk, based
ontheirlocation. Facilities mustidentify thelocation of each supplying farm,and we
prioritizetheselocationsusing the Agrotoolslocation score.

4. Farm Assessments

Afarm’s location may makeita priority, butthat doesnotmean deforestation is
happening.Usingthe bestavailable datain each country, Agrotoolsrunsadetailed
assessment, using satelliteimagery of the area along with data analysis, to determine
whether supplying farms comply with our Deforestation-Free Beef Procurement
Policy.Suppliersare expected to address the findings and whererequired,implement
correctiveaction planswith anyfarmsin their supply chainidentified asnotin
compliance.

Thislevel of detail hasgiven usconfidencein the changesthatare beingmadein our
priority beef regionsand allowsusto continue to monitorour non-priority areas as
well. It also meanswe can monitorand assess practicesat scale and share our
learningswith others.

Download our Forestand Native Vegetation Priority Maps (PDF —3 MB).

Thislevel of detail hasgiven usconfidenceinthechangesthatare being madein our
priority beef regionsand allowsusto continue to monitorournon-priority areas as
well. It meanswe can monitorand assess practices at alandscape scaledown to
individual sourcingareasand farms,and work with othersto make a difference.

Confronting Challenges and the Journey Ahead

McDonald’shasbeen onthisjourneyforsometime and we have already made
significantprogresstoward ourcommitments. Today, supported by transparent,
credible dataand external verification, we see significant progress toward our goal of
eliminating deforestation. However, thereisalwaysmore to do. Someofthe
challengesand future opportunities we are working to addressinclude:

A Lack of Consistent Definitions Across the Industry
While arobustcommitmentto eliminating deforestation from our supplychainsisa
key partof our strategy, we acknowledge thatall organizations,includingMcDonald’s,

face challengesfrom alack of common understanding on howto define forestsand
deforestation.
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Organizationssuch asthe AFiand CFA have worked to create common definitions,
and we need these to beadopted widely to ensure everyoneis working toward similar
goalsand using comparablereporting.

Forests as a Climate Solution

We knowthatcorporateaccounting and disclosure of GHG emissionsfrom
deforestationisamajorchallenge,and thatreporting expectationson these
emissionswill continueto evolve.We are committed to transparencyand
strengthening ourreporting to help demonstrate how we are managing risks
associated with deforestation. But we recognize thatwe have morework to do to
ensure our policiesand implementation plan foreliminatingdeforestationfrom our
supply chainsare builtinto ouroverall climate action strategy.

Our climate reduction targetsinclude estimated impactsfrom land use change,and
our climateimpacttrackingsystemiscapable of modeling emissionsfrom land use
changesuch as deforestation forcropland. To demonstrate the positiveimpact that
our Commitmenton Forestshashad, we have started to bring togetherourforests
and climate measurement system to improve the way we measure the climateimpact
of forest conservationin oursupplychain.

We are also conducting climate scenariomodeling andarein the process of adopting
the recommendationsofthe Task Force on Climate-related Financial Disclosures
(TCFD) to help our Company, Franchiseesand suppliersunderstand theimpacts of
climatechangeonourbusiness—including deforestation —and advance our climate
mitigationand resilience strategies.

Traceability

Increasing traceabilityin our supply chains,especiallyin areas of heightened risksfor
deforestation, givesusbetter idea of where challengeslieand howto bestfocusour
resources and scaleto effect lasting change. We also know thatour complete supply
chain emissionsdisclosure,including deforestation emissions,reliesuponincreased
traceability. We have achieved significant milestones, especiallyin our chicken supply
chain,bymapping soy sourced foranimal feed with real datafrom our Soy Calculator,
which youcan learn more aboutbelow. Key opportunities forimproving include
engaging with indirect suppliers,auctionsand feedlotsforbeefand continuingto
expand soy traceability. We plan to expand thiswork to other commoditiesbeyond
2020, continuing to understand theimpacts of our supply chains.

Biodiversity Loss and Zoonotic Disease Risk

The COVID-19 pandemic has given much greater exposure to the risksposed to global
public health by zoonotic diseases —diseasesthat pass from animalsto humans.
Thereis evidenceto suggest that causes of biodiversitylossand climate change such
as land use change and deforestation are potentiallyincreasing the risk of similar
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pandemicsoccurringin thefuture. Thisgivesusan added reason to continue our work
to protectbiodiversity, to help protectour health in the future.

Seeing Deforestation as a Human Rights Issue

Deforestation-free supply chainsare notonlyabout preventing forest clearances -
they also addresssocial and humanrightsissues.Humanrightsarean important
elementofour forests commitments and ourbroad Company commitments,and we
are constantly seeking to strengthen ourimplementation of these.

In 2020, we worked with Proforestto develop agap analysisof ourapproach to
address human rightsin our priority supply chains of beef, palm and coffee. Building
oninsightsfrom thisanalysis, we are continuing to work with Proforestto ensure
robust mechanismsthatembed respectforhumanrightsinthe production of these
prioritycommodities.

Despite the challenges we face, we remain committed to the elimination of deforestation
from our global supply chains by 2030.

Helping Support the Sustainable Development Goals

Our work on protecting forests supportsthe UN Sustainable DevelopmentGoals,a
globalagendato end poverty, protectthe planetand ensure prosperityfor all,in
particular:

=

O

Goal 12: Responsible Consumption and Production (Specifically target 12.2)
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O

Goal13: Climate Action (Specifically target 13.2)

Goal15: Life on Land (Specifically targets 15.1,15.2 and 15.5)
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&

Goal17: Partnerships for the Goals (Specificallytargets 17.16 and 17.17)
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Our Performance

Goal

By the end of 2020, eliminate deforestationin supply chains for our beef, chicken (including
soy for feed), palm oil, coffee and primary fiber-based guest packaging sourced for
McDonald's restaurants.

Progress

As ofthe end 0f 2020, 99.6% of our beef, soy sourced for the feed of chicken usedin
McDonald’s products, palm oil, coffee and fiber used in guest packaging volumes
supportdeforestation-free supply chains.’

Beef

99.4% of beef sourced for McDonald’s restaurants supported deforestation-free supply
chainsbythe end 0f 2020.2

Chicken (including soy for feed)

100% of soy sourced forthe feed of chicken used in McDonald’s products supports
deforestation-free supply chainsglobally. We supportresponsible soy production
through the purchase of RTRS credits. Anumber of our chicken suppliersto Europe
also use physical certification through Proterra standards.In 2020, in relation to the
soy forthe feed of chicken used in McDonald’s productsin Europe,McDonald’s
assessed that 17% of the volume waslinked to physical certificationand 83% of the
volume was matched through the purchase of book and claim credits.2

Palm Oil

100% ofthe palm oil sourced for McDonald’srestaurantsand used as aningredient®in
McDonald’s products supported the production of sustainable palmoil and
deforestation-free supply chainsin 2020. We are committed to increasing traceability
forthe palm oilused in the McDonald’s System in the greatest volumes, which means
we are increasing our physical Roundtable on Sustainable Palm Oil (RSPO) certified
volumes (Mass Balance, Segregated and Identity Preserved). Our volumes of physical
certified oilsincreased from 71.0% in 2019 to 78.1% in 2020.2

Volumes of McDonald's Palm Qil by RSPO Supply Chain Model:
e 78.1% Physical RSPO Certified

o 0.1%Identity Preserved
o 7.1% Segregated
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o 70.9% Mass Balance

e 21.9% RSPO Book and Claim Credits
Coffee

98.3% of coffee sourced for McDonald’s restaurants supported deforestation-free
supply chainsin 2020.°

Fiber

99.6% of primaryfiber-based guest packaging sourced forMcDonald’s
restaurants supported deforestation-free supply chainsin 2020.

Our Actions

Support of Jaguar Habitats

Oneof theways McDonald’s hasexpanded itswork beyond ourinitial forest
commitmentisto engagein effortsto haltconversion of ecosystemsthathostcritical
biodiversity,includingforests, grasslandsand savannahs, such as our support of

the Instituto Onca-Pintada in Brazil. Apex predators, such asjaguars, are agood
indicationofarobustand thriving ecosystem. The Certificado Onga-Pintada, or
Jaguar Friendly Ranch Certification, by the Instituto Onca-Pintadarecognizes
accomplishmentsrelated to protecting thisthreatened species. By exemplifying
actionsand conductthatallowforthe coexistence of cattle production and thejaguar,
landownersaretaking aleadership rolein decisionsthatwill helpdeterminethe
jaguar’s existence for future generations.

Developing the Soy Calculator: A Critical Tool to Tackle Deforestation

To meet our Commitmenton Forests, we needed to ensure thatthe soy footprint
calculation reflected thereality of the production of chicken aroundthe world. Butwe
and othercompanieslacked thetoolsto do so.

To create such a tool,we engaged with supplierssuch as Tyson Foodsand Cargill,
Franchiseesand external partners to develop a soy calculator. Thetool’soutputis
based onreal supply chain data gathered acrossMcDonald’s globalbusiness.

Thecalculatorprovidesan estimate of McDonald's soyfootprint (in hectaresand
volume of soy)in the priority countries of Brazil, Argentina and Paraguay by combining
differentparametersrelated to the animal production systemsin those countries. The
chickenraw material volumesare gathered and analyzed and the summarized soy
footprintisused to estimate thearea for soy production,and the Roundtableon
Responsible Soy (RTRS) equivalent premium (US$) to be purchased by McDonald’s
chicken supplierstoinitiallycompensateforit.
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The Soy Calculatoris a practical and valuable tool thatnotonly helpsusimplementour
Commitmenton Forests,butisalso an accessibleresource forothercompaniesona
similarjourneyto supportdeforestation-free supply chains. Wefirst shared thistool at
anopen forumin Sdo Paolo,Brazil,and we arelooking to collaborate with othersto
widen theuse ofthe tool.

Download the study Estimating the Embedded Soy Footprintof Animal-Based
Products (PDF —1.9 KB).

Supporting Jurisdictional Approaches

Jurisdictional approaches are multi-stakeholder governance, monitoringor
enforcementprogramsatasub-national levelthattackle social orenvironmental
challengessuch asdeforestation, biodiversitylossand farmerlivelihoods.

Theseapproachesdefinerelevantboundariesto enable companies sourcing
agricultural commoditiesto collaborate with local governments,communitiesand
producersin their sourcing region. McDonald's supportsjurisdictionalapproaches
because we knowthatby working together, we can all ensure that local laws, regional
efforts and corporate policiesworkin concertto make regionsdeforestation-free.

Oneof theleadingjurisdictionalapproachesisthe Produce, Conserve,Include (PCI)
strategy in Mato Grosso, Brazil.

Animportant PCl projectisthe PECSA program (Pecuaria Sustentavel da Amazonia/
Amazon Sustainable Cattle Ranching, formerly Novo Campo), which McDonald’sand
ArcosDoradostook partin alongside the Brazilian Roundtable on Sustainable
Livestock,local NGOsand industry partners. It aimsto help eliminate deforestationin
the Amazon biomeandto meetthe GRSB Principlesand Criteria.

The PECSA program focuseson the recovery of degraded pastures and
improvementsin animal management, protectingthe area’sbiodiverse ecosystems.

By mapping beefalready sourced from the Mato Grosso region,we are exploring
further ways to support the work being donethere.

Footnotes

' Calculated as the aggregated volumes of beef,soy sourced for chicken feed, palm oil,
coffee and primary fiber-based guest packaging thatare supporting deforestation-free
supply chains,as a percentage of the aggregated total volumes sourced of these
commodities.

2 Beef. Scope: Includesall beef suppliers to the McDonald’s System and theirraw

material suppliersgloballyand allMcDonald’srestaurants owned and operated by the
CompanyanditsFranchisees which sell beef. McDonald’srequiresall beef raw
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material sourced from high-deforestation priority regionsto comply with McDonald’s
Deforestation-Free Beef Procurement Policyand meetthe requirementsas outlined
in McDonald’s Commitmenton Forests. Countrieswith regions currentlyidentified
as high-deforestation priority regions for beef include Brazil, Paraguay, Argentina,and
Australia. Exclusions: Beef used as secondaryingredientsin McDonald’s products, for
exampleasflavoringinasauce.

3 Soy (for chicken feed). Scope: Includes all soybean volume used in the feed of chicken
sourced forMcDonald’s products byall chicken suppliersto the McDonald’s System
and all McDonald'srestaurants owned and operated bythe Companyand its
Franchiseeswhich sell chicken. Europerefers to Austria, Azerbaijan, Belarus, Belgium,
Bosnia, Bulgaria, Croatia, Czech Republic, Denmark, Estonia, Finland, France, Georgia,
Germany, Greece, Herzegovina,Hungary, Ireland, Italy, Kazakhstan, Latvia, Lithuania,
Luxembourg, Malta, Moldova, Netherlands, Norway, Poland, Portugal, Romania, Russia,
Serbia, Slovakia, Slovenia, Spain, Sweden, Switzerland, United Kingdom, Ukraine.
Countries with regions currentlyidentified as high-deforestation priority regions for

soy include Argentina (Chaco biome), Brazil (Amazon and Cerrado biomes),and
Paraguay (Chaco biome). Given the complexity of soy supply chains,we consider that,
unless demonstrated, all of McDonald's sources of soy for chicken feed fall into high
deforestation priority regionswith the exception of chicken sourced in North America
where soy used in chicken feedislocally produced and considered low

risk. Exclusions: Soy used as aningredientin McDonald's products sold in restaurants,
forexample, soy oil.

“ Palm Qil. Scope: Includesall palm oil (including crude palm oil, palmkernel oil,
derivativesand fractions) sourced for McDonald’s restaurantsfor use as restaurant
cookingoiland allpalmoil sourced by McDonald’s suppliersand used directlyasan
ingredientin aMcDonald's productand listed on the product'singredient statement.
Includesall suppliers of products containing palm oil in the McDonald’s System and all
McDonald’srestaurantsowned and operated by the Companyand its Franchisees
which use palm oil. All countries are currently identified as high-deforestation priority
regions for palm oiland all volumes are required to be covered by Roundtable on
Sustainable Palm Oil (RSPO) certification or credits. All RSPO supply chain
modelsapplicableto RSPO are applicable to McDonald’s: RSPO Identity Preserved
(IP), RSPO Segregated (SG), RSPO Mass balance (MB), Book and Claim

(BC) although McDonald’sIscommitted to increasing traceability by specifying
physical certification forthe palm oilused inthe McDonald’s System in the greatest
volumes (IP,SG or MB). Exclusions: Palm oil, palm kernel oil ortheir derivative used as
secondaryingredientsin McDonald’s products. Thisiswhen palm oilisused as an
ingredientwithin aningredient, forexample,an emulsifier.

® Coffee. Scope: Includesall groundand whole bean coffee, including decaffeinated
coffee, used in espresso-based drinksand coffee brewed at McDonald’s restaurants
and all ground and whole bean coffeein McDonald’'sbrand ed retail products.Includes
all suppliersof coffeeto the McDonald’s System. Market scopeincludesall McDonald's
restaurants owned and operated by the Companyand its Franchisees which sell
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coffee andretail outlets selling McDonald’s branded coffee products. Countries with
regionscurrentlyidentified as high-deforestation priority regions for coffee include
Honduras,Indonesia,and Vietham. McDonald’srequires all coffee sourced from these
regionsto be Rainforest Alliance Certified™ Exclusions: Coffee extracts and ingredients
used in products such as frappésand coffee in baked goods;coffeein cold brew
drinksifthey are brewed off-site; coffee extract in ready-to-drink retail products;and
otherlocally sourced products containing coffee.

® Fiber.Scope: Primaryfiber-based packagingrefersto thatare used to package guest
food on premisesatMcDonald’srestaurants. Thistype of packagingincludes
containers, cups, wraps, bagsforfood, beverages, napkins, foldingcartons,
clamshells,wraps,food service bags, napkins, salad bowls,Happy Meal cartons, drink
carriers and cup carriers. Includesall suppliers of primary-based packagingto the
McDonald’s System and all McDonald’srestaurantsowned and operated by the
Companyand itsFranchisees. Countrieswith regions currentlyidentified as high-
deforestation priority regions for fiber include Argentina, Cambodia, China,Indonesia,
Laos, Malaysia, Russia, and Vietnam.McDonald’s requires all wood fiber sourced from
these regionsto be Forest Stewardship Council® (FSC®) Certified or FSC Controlled
Wood sources with full chain of custody certification. Exclusions: Primary fiber-based
packaginginfood packaged off-site McDonalds restaurants; wood stirrers and cutlery,
tray liners, straws and limited locally sourced items.
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Water Stewardship
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Why It Matters

We believe our size and scale can enable us to havea positive water impact. Our
approach takes into consideration water conservation, stewardship, pollution,
quality and use.

Water isone of the world’s most preciousresources, with suppliesunderincreasing
pressure from climate change, extreme weather, floods,growing populationsand
swellingdemand. Heavy stormsand harsh temperatures — made more frequent by
climate change - can destroy cropsand contaminate freshwater supplies,impacting
our restaurants and supply chain.

We rely on agriculture —which accountsfor70% of the planet’sfreshwater use —and
local watershedsto make ourfood and drinksand run ourrestaurants. Simply put,
water is vital to our business.

Existing publicinfrastructure will need significantinvestmentoverthe next 25 years if
itisto keep serving all of the needs of our communities. Althoughwe expect costs to
rise, we recognize ourrolein responsibly managingavital resource,and playing our
partin protecting the availabilityand quality of our water.
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Our Strategy

Shaping Our Strategy

In the communities where we operate, we’re working to conserve water and use it
responsibly and efficiently.

We recognize wateras animportant sustainability issue area within our supply chain
andrestaurants. Water stewardship practicesare embedded in our sourcing
requirementsand we expect suppliersto use water responsibly. Wealso includeitin
our Global Sustainable Sourcing Guide, which weregularly update aswe establish
targets, assess emerging risksand develop best practice.

We have partnered with experts like the World Wildlife Fund (WWF)and World
Resources Institute to identifyrisksand create a stewardship approach thatdrives
actionsandimprovementsacrossourvalue chain,includingsourcing, processing,
transportand our restaurants. Franchiseesand suppliersarealso helpingusdevelop
thisstrategy, and we conducted a water risk analysis of our restaurants and suppliers
in 2016 to inform ourapproach.

Through the actionswe are taking acrossour supply chainand in Company-owned
and franchised restaurants, we are seeking to reduce our overall water footprint,
especiallyrelated to agriculture and row crops.

Putting Our Strategy Into Practice

To gatherdata around four key areas of water management-irrigation, publicand
staff amenities, cleaning,and beverage services — we conducted water surveys in
McDonald’srestaurantsin the U.S.in 2018.

Thefindingshave helpedusand our Franchiseesidentifyand prioritize watersavings
and improvementopportunities.

Our U.S. restaurant construction and remodel standards nowinclude low-flow urinals
and high-efficiencyfaucetsthatuse less water. We also encourage the use of native
and/ordrought-tolerantlandscaping, along with storm watermanagementusing rain
gardens,permeable pavements,and rainwater collectionand reuse. Water use is also
a tenet of our Green Building Guidelines,which help us make our restaurants more
resource efficient.

In 2020, we advanced our water engagement strategy with U.S. Franchisees that
includes proactively upgrading to high-efficiency waterequipmentin the restaurants.
It also involves establishing waterengagement projectsin ourlocal communitiesin
areas of high water stress.
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We worked closelywith suppliersto manage keyresources throughoutthe supply
chain.Waterhasbeenidentified asone of our PriorityImpact Areasin our supply
chain.Weencourage and supportour suppliersto assess theirown managementof
water in their operationsand supplychains. The U.S.2020 Supplier Facility Goals
included thateach facility should have an Environmental Management System in
place thatmeets expectationsof an internationallyrecognized standard. Facilities
were ableto choose between one of three aspirational goalsto achieve,one of which
was to reduce theirwater intensity by 20%.

Helping Support the Sustainable Development Goals

Our work on water supportsthe UN Sustainable Development Goals,a global agenda
to end poverty, protect the planetand ensure prosperity forall,in particular:

Goal 6: Clean Water and Sanitation (Specifically target 6.4)
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Goal14: Life Below Water (Specifically targets 14.1 and 14.4)
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Goal17: Partnerships for the Goals (Specificallytarget 17.17)

Our Actions

Reducing Water Usein the U.S.

Inthe U.S., we're keeping our hotwater hotwhilereducing the energy we need to heat
it. Our environmental sustainability program, US 20x2020 By Design,aimed to reduce
energy and water use by 20% by 2020 (measured againstour 2005 building design)
usinginnovative strategiesin the design of newrestaurants. In a concluding study,
McDonald’s U.S.2020 prototype buildings have achieved a total water use reduction of
19% (including areduction of approximately 27% for hot water and water to sewer).

Efficiency by Default in French McDonald’s Restaurants
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McDonald’sFranceisfocused on energy efficiency and water reduction:a typical
McDonald'srestaurantin France consumes only7 liters of water on average permeal,
compared to10to 20 litersin traditional restaurantkitchens.

Saving 45 Million Liters of Water Annually in Switzerland
In Switzerland, we save millions of liters each year through oururinals. The Urimatdry

urinals, with a special siphon and large-scale float, neutralize odorsand save around
45 million liters of water.
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Community Connection

We Are Connecting Communities in Times of Need

Being part of the community meanssupporting peopleevery day, and especially
when they need it most. It's why we donate millions of poundsoffood from our
supply chain every year and hot meals from our restaurants to our communitiesin
times of need and crisis. We're also so proud to support the Ronald McDonald House

® ®
Charities  (RMHC ), which enables familiesto stay together near world-class care
facilitieswhen a childis diagnosed with a life-threateningillness.

“We are committed to being good neighbors everywhere we operate. Whetherthrough
serving as a hub for people to come together overa meal or dedicating time and resources
in times of need, McDonald’s is making sure we’re there for our communities. This year, the
global pandemic created new challenges for communities. In response, McDonald’s
suppliers and Franchisees around the world rallied togetherto help in impressive, all-new

ways, groundedin McDonald’s refreshed values.”
lan Borden, President, International McDonald's Corporation
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Our Impact Areas

Community Support & Crisis
Response

With over 38,000 locations
worldwide, we are uniquely
positioned to give something
back tothe many
communitieswe serve.
Because the majority of our
restaurantsarerun by
independent Franchisees,
McDonald’shasdeep rootsin
communitiesand knows how
besttobethereforthem,
whether that’s providing a
delicious meal, volunteering in
theneighborhood or helping
during atime of need. COVID-
19 hasbrought many new
challenges, but our McFamily
has stepped up tosupport
communitiesduring thecrisis.

. & ‘
Ronald McDonald House

Charities”

McDonald’s playsan
importantrolein keeping
familiestogether when their
children are sick. Asthe
founding mission partner,
McDonald’shashelped
RMHC® provide a global
network of over 260 Chapters
in 65 countriesand regions
around the world, keeping
families near the care their
child needs.
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Food Waste & Donation

McDonald’s believesthat
good food and precious
resources should never goto
waste, and we want to use our
scale to help tackle this global
challenge. We're working with
our supply chain and
restaurantstoensure our
food servesits purpose, and
we'redonating mealsand
ingredientstofeed familiesin
need in local communities
across the globe.



Community Support & Crisis Response

Why It Matters

Our business thrives when our communitiesthrive.McDonald’sis a part of so many
communitiesaround the world and that comeswith a responsibility to help support
people.We think globallyand act locallyto better connect with our customers,
employees and wider society.

With oursize and scale - over 39,000 locations worldwide —we're uniquely positioned
to give somethingback to the communitieswe serve.

Theglobal COVID-19 pandemic crisisin 2020 has heightened theimportance of food
security and health and safety for communities. Throughoutitall, we've been able to
be acritical resource — helping feed and supportthe mostvulnerable peoplein our
communities—elderlyandisolated neighbors,families,and kidswho depend on
school meals.

Our Strategy

The communitiesin which McDonald’soperates are rich with potential,but every
community experiences its own challenges. Because mostof our restaurants are run
by independent Franchisees, McDonald’'shasdeep rootsin communitiesand knows
how to best be there for them, whether that's providing adeliciousmeal,
volunteeringin the neighborhood orhelping during atime of need.
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McDonald’shasalso established shared value relationships with community-based
organizationsacrosstheworld. Theserelationshipshelp provide us with direct
insightsinto issuesand challengesfacing our communities —where Franchiseesare
neighborsaswell asbusiness owners.

Our community strategy focuses on three key areas:

e Local support—Togetherwith our Franchisees, we are proud to contribute to local
communitiesaround our restaurantsacross the world through sponsorship,
funding and resources.From giving kidsaccessto free football training across
the UK. & Ireland, to providing grantsand sponsorshipsto non-profit
organizationsin the U.S,we are committed to supporting the communitieswe
serve.

e Volunteering—Giving back hasbeen a celebrated partof McDonald’s culture since
we opened our first restaurant. All around the world, Companyemployees,
Franchiseesand suppliersvolunteertheirtime, skillsand energyto supportlocal
communitiesthrough our Global Volunteer Program.

e Crisis response —Whenitcomesto preparing forand addressing disasters, we
primarily work through ourlong-standing partnership with the Red Cross. In early
2020, the COVID-19 pandemic affected McDonald’s operations, people,
customers and communities. We took a multi-pronged approach to tackling it —
from supporting our Franchiseeswho are small businessesfacing financial
pressure, to ensuring no breaksin our supply chain,and partnering with the Red
Cross to supportcommunitiesin need.

“The lllinois Red Cross is grateful for the McDonald’s corporate employees'four-day
commitment to volunteering alongside us at the United Center vaccination site. During this
time, it is critical that partners like McDonald's come togetherand support our community
as we all work toward recovery.

Don Herring, Chief Development Officer, American Red Cross

Helping Support the Sustainable Development Goals

Our support of charitable work and crisisresponse contributesto the UN Sustainable
Development Goals,aglobalagendato end poverty, protectthe planetand ensure
prosperityfor all,in particular:

Goal 2: Zero Hunqer (Specifically targets 2.3 and 2.4)
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Goal17: Partnerships for the Goals (Specificallytarget 17.17)

Our Contributions

Capital Investments
McDonald’salso makesinvestmentsthat help build stronger communitiesaround the

world.In 2020, McDonald’'sinvestments,which include capitalexpendituresand taxes
paid,amounted to approximately $3 billion.

Year-Over-Year Contributions

Year Capital Expenditure Income Taxes Paid
2017 $1.9B $2.8B

2018 $2.7B $1.7B

2019 $2.4B $1.6B

2020 $1.6B $1.4B

Our Actions

Responding to the COVID-19 Pandemic

While we were faced with new challengesand businessdisruption resulting from
COVID-19,we leveraged the strengths of our global System to manage through the
crisis.

Keeping Restaurants Running Safely During the Pandemic

As the COVID-19 pandemic unfolded, McDonald'simplementedelevated practices
informed by guidance from health ministriesin the majority of the countrieswhere we
operate, as well as through recommendations from the Centers for Disease Control
and Prevention and the World Health Organization.

We worked with Franchiseesaround the world to evaluate operationalfeasibilityand
to adaptand continue to serve customers where itwas safe to do so. Atthe peak of
the crisis,approximately 75% of our restaurants around the world were operational,
the majority of which adapted to focuson Drive-Thru,delivery and takeout.

We putin place operationalmeasuresforclosing and reopeningrestaurants,
protecting customers,and supporting our crew and keeping them safe. We continue
to utilize ourlong-standing relationships with external expertsin the fields of
epidemiology, medical, microbiology and chemistryin an ongoingeffortto elevate the
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hygiene and safety standardsand proceduresforour restaurants to protect our crew
and our customers.

Helping Communities Access the Support They Needed

TheMcDonald’sglobal System stepped up to help supportcommunitiesto meettheir
basic needs.For example:U.S.—McDonald’s provided roughly12 millionThank You
Meals to healthcare workers, police officers, firefightersand paramedics who helped
keep us safe during the pandemic. McDonald'shasalso made commitments

to supporttruck drivers across the country, and donated $1million to the lllinois
COVID-19 Response Fund to ensure non-profitsin ourhome state have the supplies
they need during thistime.

e Morocco- Crew membersand local partnersin Morocco donated anddelivered
free McDonald’'s mealsto hospitalswhen ourrestaurants were closed.

e Malaysia —Provided around 63,000 McDonald’s mealsto healthcare workersall
over Malaysia as an appreciation fortheircourageand commitmentduring these
challenging times.

e Italy- Inadditionto donating food and mealsto charitiesand first
respondersacross Italy, McDonald’s, togetherwith RMHC, franchiseesand
suppliers,donated €1 million to supportthetreatmentof COVID-19 patientsat a
new hospitalin Milanand the “Vittore Buzzi” Children’s Hospital.

Ensuring Our Supply Chain NeverBroke

As asupply chain,we are constantly planning for natural disastersand facility
closures, making contingenciesto divertsupply from one areato anotherintimesof
crisis. Thisresilience and forward-looking approach ensured we could provide a
consistent, essential source of food to communitiesthatfaced growing food
insecurity due to school closuresand rising unemploymentduringthe pandemic. It
becamecritical to balance supplyand demand so thatwe could do our part to feed
communitiesand donate bulkingredientsand mealsto those mostin need. Visit

our Food Waste & Donations pageto learn more abouthowwe donated food to meet
these needs.

Supporting Franchisees

Most of our restaurants are owned and operated byindependent smalland medium
businesspeople.When the pandemichit, we knew it was critical to work with
Franchiseesaround the world to supportfinancial liquidity during this period of
uncertainty. We granted the deferral of cash collection for certain rentand royalties
earned from Franchisees, and we worked with suppliersand lendersto extend
Franchisee paymentterms when possible.
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Providing Job Security for People in Germany

The COVID-19 pandemicforced usto cut staff timein manyof ourcompany-owned
restaurants in certain markets because restaurant hours were limited asaresponseto
the outbreak.Meanwhile,grocery stores were leftunderstaffed. To give McDonald’s
restaurant workers in Germanythe opportunity to keep working, we created a unique
partnership with ALDI, where workers could fillin atthe grocery stores. Thetop priority
was to help franchiseesand restaurantworkers plan forthe future and have a sense of
security.

Volunteering to Support Our Communities

Our Global Volunteer Program launched in 2019. McDonald’sindividuals from our
officesand Company-ownedrestaurantsaround the world dedicate theirtimeto
supportimportantcauses in theircommunities,including virtual volunteer
opportunities. Through the program,individuals have been volunteering to help
reduce barriers to employmentoreducation foryoung people, support RMHC®, or
address the unique needs of theircommunities..In 2020, virtual volunteer
opportunities were created to allowemployeesto give back to theircommunities
during COVID-19.Inthe U.S., employees participated in virtual career panelsand
resume/ job applicationworkshopsto benefityouth-serving organizations a part of
the Youth Opportunity program.

Encouraging environmental volunteering at McDonald’s Russia

In 2021, McDonald’s Russia partnered with a leading environmentaladvocacy platform,
+1City, to organize clean-upsaround the country. Volunteers were rewarded for
participating inthe eventswith free menuitems, redeemable through the McDonald’s
app.Just the beginningof our partnership with +1City, users of the platform can
choosetosignup for eventsin 170 citiesaround Russia. Thisinnovative approach to
volunteeringisincreasingengagementin the communities we serve, getting
employeesand customersalikeinvolved inourcommitmentto sustainability.

McDonald’s Global Volunteer Awards

In June 2019,during U.S. National Volunteer Week, we launched newtoolsto makeit
easier foreveryoneinthe McDonald’s System to volunteer. To mark the occasion,we
invited Franchisees, suppliersand Company staff to nominate colleagueswho makea
meaningful difference; people who donate theirtime and talentsto a charity they are
passionateabout. Of the 234 individuals put forward, 12 finalistsand sixwinners were
selected, eachreceiving adonationto theircharity of choice.

Supporting Local Community Programs Around the World

Encouraging Kids’ Football
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U.K.

McDonald'sU.K.supportover5,000 local football clubsacrossthe U.K, providing
250,000 Kits, rewarding volunteersand holdingcommunity football days.In 2018, we
alsolaunched anewlong-term commitmentto improve the standard of grassroots
footballinthe U.K.with therenewal of our partnership with four Football Associations
(FAs) for a further four years.

Having worked closely with all four U.K. FAsoverthe past 16 years, McDonald’sisthe
longest-standing supporter of grassrootsfootball in the country. Building onthe huge
growth of grassroots football overthe pastdecade and a half, the next four years will
see the introduction of a new, participation-based programaimingto provide 5 million
hours of football training for children acrossthe U.K. by 2022.

Czech Republic

Established in1992 by McDonald’s Czech Republic,the McDonald’s Cup isthe largest
football tournamentforschool pupilsaged 6-11in the country. More than 50,000
childrenfrom over half of all primary schools participatein the McDonald’s Cup every
year.

Community Donations

We are proud to build and maintain strong relationships with local communities
around theworld.In the U.S., by coordinatingfocused financial,volunteerand in-kind
support, we are ableto supportnon-profitorganizationsto deliver positiveimpactsin
theircommunities. In 2020, we provided over $1.7 millionin grantsand sponsorships,
and since 2015 our contributionstotal over $14 million. Additionally, in excess of $3
millionwasmadeinfood donationsand morein face mask donationsto communities
aroundtheU.S.

Throughout 2020, we donated $20 millionto Ronald McDonald House Charities®
(RMHC) as part of a $100 million commitment overthe nextfive years. Through a social
media campaigndesigned to raise awareness,we donated $100in the name of each
participantthat posted supportive videosto theirInstagram, Twitter, TikTok or
Facebook using #HereForRMHC.

In addition,togetherwith our Franchiseesin the U.S., we donated $250,000to Reach
Higher's Emergency Grants Relief Fund to support first-generation,low-income
students and students of colorwho are on the path to obtaining adegree.

McDonald’salso matchesfundsraised by Company staff up to $5,000 ($10,000 for a
Vice Presidentor Board member).Since 2015, over $3 million hasbeen matched by the
Company. Wealso offera payroll-giving program so thatemployees can donate to
charitiesoftheirchoicein a tax-efficientway.
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Ronald McDonald House Charities’

What Is Ronald McDonald House?

Ronald McDonald House Charities® (RMHC®) is a nonprofit,501(c)(3) corporation that
creates, findsand supports programsthat directly improve the health and well-being
of children and their families.

Through aglobal network of over260 Chaptersin 62 countries and regions, RMHC®
enables,facilitatesand supportsfamily-centered care through three core programs:
the Ronald McDonald House®,the Ronald McDonald Family Room®and the Ronald
McDonald Care Mobile®.

RMHC® programshelp families with sick orinjured childrenworldwide stay together
and nearleading hospitalsand health care services, helping to ensure they have
access to the medical caretheirchild needswhile being fully supported and actively
involvedintheircare.

®
In 2020, RMHC provided over 1.4 million overnight stays in Ronald McDonald House and

Ronald McDonald Family Room programs, saving families more than $443 million in meal

. 1
and lodging costs alone.=
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What Ronald McDonald House Does

From the momentthe charity openedits first Ronald McDonald House®, McDonald’s

®
owner/operators, suppliers, employees and customers have helped RMHC provide
stability and vital resources to familiesaround the world.

Somecountriesorregionsdonate a percentage of the sale of specific productsor run
otherspecial promotionsin restaurants. We make iteasy for our customers to support
RMHC®, too. In total, McDonald’s,our Franchisees and customers donated over $145
millionto RMHC®in 2020, helping provide more than 1.4 million overnight staysfor
RMHC® familiesaround theworld.!

Thiscollective supporthelpsenable RMHC®to continue offering the programs
needed to keep familiesnearto the medical care and resources they need:

e Ronald McDonald House®programs — More thanjust aplaceto sleep,each House
is just steps from the hospital and provides meals,comfortand supportto
familieswith sick kids.

e Ronald McDonald FamilyRoom® programs — Located withinthe hospital, this
program offersfamiliesa placeto recharge, rest and have a snack, all within afew
paces from theirchild’sbedside.

o Ronald McDonald Care Mobile® programs—Provide medical,dental and health
care resources to children and familiesin underserved communitiesaround the
world.

Working Together for RMHC®

Corporateand Foundation Partners playakeyrolein the work of RMHC®, helping the
organizationto delivercomfortand careto families. Theirgiftoftime,fundsandin-
kind servicesaswell as communityrelationshave helped RMHC® expand theirimpact
throughouttheworld.

Volunteers makeanincredible differencein thelivesof the children and families
served by RMHC® Chapters — by cooking, greeting, listening, cleaningorsimplybeing
there and supporting in anywaythey can. Volunteers are the heartbeatof RMHC®,
helping to offset costs and allowingthe charity to directmore donationsto services
supporting children andtheirfamilies.

Many of McDonald’soperators,employeesand suppliersactively volunteer with

RMHC® Chapters. Some even volunteerasboard members, helpingto shapethe
direction and approachin line with the critical needs of children and their families.
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The COVID-19 pandemic and associated social distancing and safety measuresin
placeat RMHC® programs meantthatthe number of volunteers decreased
significantlyin 2020. Despite this,more than 130,000 volunteers globally donated their
time, talentand resources to support thework of RMHC®.

Additionally,earlierthisyear, McDonald’svolunteers participated in a “Virtual
Storytime” opportunity to support RMHC®. Volunteersrecorded themselvesreading
McDonald’s Happy Meal Reader Books,and shared the videos with RMHC® familiesto
watch when they had downtime. Storieswere availablein English and Spanish,aswell
as onestory in American Sign Language. Volunteersare also able to purchase
essential itemsfor RMHC® Chaptersacross the U.S. viatheir Amazon Wish Listson an
ongoingbasis.

Helping Support the Sustainable Development Goals
Our support of charitable work helps contribute to the UN Sustainable Development

Goals,aglobalagendato end poverty, protectthe planetand ensure prosperityfor all,
in particular:

3 Jowitsine

e

Goal 3: Good Health and Well-Being (Specifically target 3.8)

17 s

&

Goal17: Partnerships for the Goals (Specificallytarget 17.7)

Our Actions

The generosity of time, as well as funds and in-kind services provided by the entire

McDonald’scommunity, have helped RMHC® positivelyimpactmillionsof children
and their familiessince 1974. Today, the actionswe take —with our customers and
Franchisees around the world —have helped us continue to support families,despite
unforeseen global challenges.

Responding to the COVID-19 Pandemic

During the pandemic,McDonald’s continued to support RMHC® Chapters around the
world, helping families with sick children stay close together during very difficult
times.In 2020, McDonald’sdonated $20 million (as part of a five-year, $100 million gift)
to RMHC® to help the charity continue increasing access to quality health care for
children around the world. The giftwill help RMHC®deliver mission throughdirect
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financial support(including Chapter capital expansion grants); Chapter capacity
building (including infrastructure,branding and people development);and activation
of significantinitiativesand resource development (includingfinancialmanagement
trainingsand Chapter consultation).

Additionally,the McDonald’s global community of suppliersand Franchisees also
rallied togetherto help RMHC®in all-newways. These are just a few of the many
efforts made:

e McDonald’s suppliers continued to support RMHC® families by: delivering food when
volunteers couldn’tprepare meals;donating hand sanitizer, masksand cleaning
suppliesand continuingto donate generouslywhen live eventshad to be
cancelled.

e ltaly—McDonald’sItalyand RMHC®Italy each donated €500,000. The €1 million
funding wenttoward the construction ofatemporaryhospital to treat COVID-19
patientsin Milan.

e Romania —When familieswith sick children were notusing Ronald McDonald
House during the pandemic, RMHC® Romania (with McDonald’s support) opened
theirHouse doorsand kitchensto frontline workers, offering a place torestand
eat, any timethey needed.

e The Philippines—RMHC® Philippinesand McDonald’s Philippineslaunched
“KindnessKitchens” to feed frontline workersand the communitiesmost
impacted bythevirus.

e Ukraine—McDonald’sdonated moneyto RMHC® Ukraine to purchase personal
protective equipment (PPE) for 21 hospitals serving Ukrainianchildren affected by
the coronavirus.

e France —McDonald’ssupplier Diversey used its expertise to help develop much-
needed cleaning protocolsforthe Ronald McDonald House and Ronald McDonald
FamilyRoom programsin France. Global logistics provider Martin Brower
donated 20,000 face masksto our facilitiesthroughout France aswell as to many
other parts of theworld.

e U.S.-McDonald’sOwner/Operatorsinthe United States stepped up their support
and partnered for RMHC® through a Round-Up for RMHC® challenge.As
McDonald’srestaurantsclosed inside table service to limitthe spread of the
coronavirus,we needed new and creative ways to encourage continued
donationsfrom McDonald’s customers.Local Round-Up forRMHC®challenges
were a fun and effective way to demonstrate solidarityand commitmentto the
mission and to increase customerengagement.

Giving Back to RMHC® Chapters With Our Customers Around the World

Thereare manyways forour customers to support RMHC® Chaptersaround the world.
Thebiggestongoingfundraisersare RMHC® Donation Boxes at restaurant counters
and Drive-Thruwindows, makingiteasyto give spare change.In 2020, nearly $29
millionwas donated worldwide through the Donation Box program. Modernized giving
channels-such as self-ordering kiosksand within the McDonald's mobile app —are
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also availablein some markets. In-restauranteventsin many countriesalso inspire
customers to participateand give back.

e IncCanada, variousin-restaurantprogramsare available for Canadiansto support
RMHC® Canadayear-round. Theseinclude coinboxdonationsand cashless giving
at points-of-purchase, or simply by buying a Happy Meal or RMHC® Cookie,with a
portion of these proceeds going to RMHC® Chapters across Canada. In 2020,
nearly $9 million was raised through directand facilitated giving efforts.

e InFrance, over $4.1 millionwasraised in-restaurantthrough customerdonations
in 2020. McDonald’salso provided over $1.3 millionin directdonationsto RMHC®
ChaptersinFrance.

e InAustralia, all McDonald’srestaurantshostan annual McHappy Day, supporting
RMHC® Australia.ln 2020, nearly $10 millionwasraised for RMHC® Chapters
across the country through McHappy Day and otherdirectand facilitated giving
efforts locally.

e Inthe U.S.,we madeiteven easier forour customers to donate, with thelaunch of
"Round-Up for RMHC®." Introduced in approximately 14,000 U.S. restaurants in
2019, thisinnovative technology provides customersthe opportunity to round up
their purchase to the nearest dollaratthe digital self-orderkiosks, frontcounter
and at the Drive-Thru.In 2020, Round-Up for RMHC®raised nearly $10 millionin
the U.S.

Footnotes

' Donation and impact information on this page includes self-reported totals provided by
independent RMHC® Local Chapters that is notindependently audited by RMHC® Global or
McDonald’s Corporation.
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Food Waste & Donations

I — z'

Why It Matters

As the global populationrises,the world has more peopleto feed than ever before.
Despite this, food waste is a serious global issue. The United Nations estimates that
every year, a third of all food produced is either discarded, by consumers or retailers,
or spoiled due to poorhandling.!

McDonald’sbelievesthatgood food and preciousresources should never go to waste,
and we want to use ourscale to help tackle thisglobal challenge. We're working with
our supply chain and restaurants to ensure our food serves its purpose and we're
donating mealsand ingredientsto feed familiesin need inlocalcommunitiesacross
the globe.

Thiswork became even more critical when COVID-19 struck in 2020. We found
ourselveswith afood surplus in many of our marketsaround the world because
peoplewere being asked to stay at home, orin some casesour restaurants were
required to close due to governmentrestrictions. We also saw sudden unemployment
and school closures,making food insecurity an even greater threat to our
communities.

It's not just about avoiding waste —it's about directing an essential resource to the
peoplewho need it most. We take seriously our purpose to feed and foster
community and, whether through serving hot mealsin times of need or donating
surplus food from our supply chain oringredients from our restaurants to local
charities, we will continue to show up when our communitiesneed us most.
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Our Strategy

Our long-term objectiveisto ensure our quality and safe foodis used to its full
potential, starting with feeding peopleand their communities.

Doingtherightthing takescommitmentand partnership. We work with suppliers
across theglobeto reduce food lossand waste in our supply chain.Wealso engage
with Franchiseesto reduce food going to waste in restaurants.

McDonald’shasa Global Food Disposition Policy to help ensure thatfood isnotwasted
ifitisnot neededin ourrestaurants. The policywas putin placeto support our
suppliersand distributorsglobally to dispose of food in alignmentwith McDonald’s
food waste hierarchy (see below),including fooddonations. In 2020, we expanded
salvage methods (including retail sales) and updated our policy so ingredientslike
meat, lettuce, milk and cheese could be donated directly to charities-reaching
communities fasterand with far larger quantitiesthan everbefore. Our suppliers,
Franchiseesand crew are essential to ourapproachin ensuring ourfood supports
communitiesin need.Forexample,inthe U.S.,we activelyengage our Franchiseesand
suppliersin our food wasteand donations strategy by providing suppliers with
assistanceinfinding localdonation partners. We also work closely with some of our
Franchiseesto avoid waste as outlined in our Global Food DispositionPolicy.Asa
result, meal donationprogramslike ThankYou Meal,food donation efforts of our
supply chain,and effortslike those of one of our Franchiseesin lowa,who donated
Happy Meals,activitybooksand coloring suppliesto supporttheircommunity during
COVID-19,happen throughout our system in ways that meetthe needsof ourlocal
communitiesaround the world.

In countries around the world, McDonald’s,our suppliersand Franchisees have quickly
mobilizedin responseto the situation created by the COVID-19 pandemic.In Australia,
forexample,some of our Franchiseeand Company-ownedrestaurantsadded staple
fooditems,including eggs,milk andbread rollsto theirregularmenus during the peak
ofthe country’s COVID-19-related lockdowns, enabling customersto safely purchase
essential food itemsthey'd find at supermarketsvia McDonald’s contactless takeout
and Drive-Thruservices.

McDonald’s Food Waste Hierarchy

McDonald’shasdevelopeda system to minimize food waste by aligningwith ourfood
waste hierarchy,including by enabling food donationsto be made wherever

possible. Ourapproachisbased on global best practices®to avoid food waste and food
loss,and is acritical partof McDonald’s sustainabilityand our purposeto feed and
foster community.
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Minimizing Food Waste and Ensuring Supply

Every day, in over100 countriesaround the world, we source beef, chicken, pork, fish,
fresh produce and otheringredientsfrom hundreds of local andglobal suppliers. Over
the decades,we have developed strong, trusted supplierrelationships, makingit
possibleforus toreliably feed millions of customersaround the world.

Through theserelationships,we are able to minimize food waste by working together
to design and implement efficient production practices throughout our supply chain.
Our suppliersin turn make sure that theirproduction processes use raw materialsand
ingredients, such as butter and eggs, in awell-managed way when making products
forour menu, likeaburgerbun orbakeryitem.

We are constantlylearning and evolving. Thereare manyleverswe can pull to
maintain controlofinventory,ensure supply for our customers and avoid waste.
During the COVID-19 pandemic,we moved quickly to further diversify our beef supply
chaininthe U.S. byadding newlocal suppliersand sourcing additional products
globallywhere needed.

Helping Support the Sustainable Development Goals

Our efforts to minimize waste in our kitchensand supply chain help supportthe UN
Sustainable Development Goals,aglobalagendato end poverty, protectthe planet
and ensure prosperityfor all,in particular:

Goal11: Sustainable Cities and Communities (Specifically target 11.6)

Goal12: Responsible Consumption and Production (Specifically targets 12.3 and 12.5)

17 G

&

Goal 17: Partnerships for the Goals (Specificallytarget 17.16)
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Our Actions

Supporting Communities During the COVID-19 Pandemic

The COVID-19 pandemic calledon usto deepen ourcommitmentto communities. We
leveraged our supply chain to get more qualityfood to ournongovernmental
organization(NGO) partnersto help feed communitiesand ensure aslittle as possible
went to waste.

As aglobal corporation,we have over 39,000 restaurants in 119 countries. Thismeans
that donating food or suppliesisnt straightforward. Our Franchisees, suppliersand
distribution centersaround the world have always given back to theircommunities
andimplemented measuresto avoid foodwaste. However, throughoutthe COVID -19
pandemic,and with the guidance of existing and new partnerslike Food Donation
Connection (FDC), The Global Foodbanking Network (GFN) and Feeding America, we
have made sure that millions of pounds of stranded food has not gone to waste.
Instead, that food hashelped to feed people who need itinthousandsoflocal
communitiesaround the world.

“Getting food to men, women and children in needis at the core of our mission. We are
excited to support our food banks as they partner with McDonald’s to reach communities
around the world who are facing additional challenges due to the impact of COVID-19.

Karen Hanner, GFN Directorof Food Sourcing and Strategic Partnerships

e U.S.—In2020, McDonald'sanditssuppliersinthe U.S. donated over17.4million
poundsoffood from suppliersand distributioncenters —worth more than $27.2
million—to supportlocal communities during the COVID-19 pandemic.
McDonald’salso provided roughly 12 million ThankYou Mealsinthe U.S. to
healthcare workers, police officers, firefightersand paramedicswho helpedkeep
us safe during the pandemic.

e SoutheastAsia— The McDonald'steaminIndonesiadonated several pallets of
frozen meat and cakesto familiesthrough GFN partnersFoodCyclein Jakarta
and Scholarsof Sustenancein Bali. Thiswas particularly helpful for the Bali
community,which hasbeen severelyimpacted dueto the population’s
dependence on tourism.In Singapore,we worked with The Food Bank Singapore
to donate milk formigrantworkers.

e SouthKorea—We donated over 8,000 burgers and coffeesto janitorial personnel
from Seoul Metro through Seoul Volunteer Center in May 2020. We also handed
out over50,000 burgers and beveragesto firefighters, medical staff, service
membersand vaccination support staffin 2020.

e Philippines— Weopened up our kitchensto help feed thosein need. As of July
2021, our Kindness Kitchens project hasraised over $460,000 and provided more
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than 500,000 meals formedical frontlinersin hospitalsand vaccinationcenters,
and marginalized communities affected bythe COVID-19 pandemic, with
volunteer staff delivering food parcelsto those mostin need.

Latin America —In several markets throughout Latin America operated by our
Franchisee Arcos Dorados,McDonald'shasdonated over1,000tons of food
including meat, eggs, milkand produce, to feed communities during the COVID -
19 pandemicthrough localorganizations. Forexample,in Colombia,more than
onemillion unitsofingredients (e.g., English muffins) were delivered to the
ColombianAssociationof Food Banksto supportthe vulnerable populationofthe
citieswhere we operate. McDonald’salso recognized firstresponders, medical
personnel and otherswith programs such asMcObrigado in Brazil, McGraciasin
Mexico,Meriendas Solidariasin Argentinaand Ready to Eat Meals in Peru,
Ecuador, Chileand Uruguay.

Europe —In Italy, Germany,the U.K. and Ireland, as citizenswentinto lockdown,
McDonald’s partnered with organizationsand localfood banksto donate surplus
ingredientssuch as eggs, cheese, milk, meatand produceto familiesin each of
these countries. In Poland, restaurants have been supplying PowerPacks —free
three-course meals-to frontline workers. So far, more than 71,000 (May 2020)
have been donated to hospitals,care homesforchildren and theemergency
services. Inthe U.K. and Ireland, over 700 tons of food and more than 100,000 liters
of milk have been distributed in more than 1,900 town and cities. Since March
2020, McDonald’shas provided220tons of surplus productto FareShare,and
funded the redistribution of over5 million mealsto familiesin greatestneed. In
Italy, the European Food Banks Federation was essential to supporting donations
throughoutthe country.

Australia—McDonald’sisworking with logistics partner Martin Brower Australia to
support Foodbank,anon-profitorganizationthatprovidesfood to charitiesand
community groups. The partnership hasresulted in regular donations of surplus
food to Foodbank’srecipients,avoidingitbeing sentto landfill.In 2020,
McDonald’s contributed 138,360 meals and 418kg of non-fooditemsvia Foodbank
donations.

Russia —We served more than 500,000 free mealsto ambulance staff at our Drive-
Thrus as of May 2020. We also donated food to hospitals treating COVID -19
patients,and gavefree lunchesto volunteerswho are taking care of elderly
people.

Canada —Inresponse to COVID-19,McDonald’s Canada donated over 250,000
poundsoffoodtofood banksand otherlocal charities.

New Zealand —McDonald’sisworking with the GFN member Foodbank Canterbury

and otherlocal food donationorganizationsto donate hundreds offood items,
including eggs, butter, lettuce, onions,apples,tomatoesand cheese, which help
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feed familiesin need.

e Morocco —We launched #Mta7dine,a program developedwith adelivery partner
andlocal authoritiesto deliver free mealsto child-focused charity groupsin
hospitalsand children’scare homesacross19cities.

e Lebanon-Aswellas copingwith COVID-19,the Lebanese capital of Beirutalso
experienced adevastating explosion thatdestroyed ahuge area of the city in
August 2020. So far, we havedistributed more than 8,000 burgers and 12,000
water bottles to those who are helping in the aftermath of the explosion.

“Through our partnership with McDonald’s, we aim to get closer to eliminating food waste —
especially whenthere are so many people who are in need of food. We look forward to
partnering with McDonald’s to make sure that this quality food is getting into the hands of
people who needit.”

TonyPupillo,ManagingDirector of Retail Food Industry Partnershipsat Feeding
America

Recycling Cooking Qil Into Biodiesel

Inthe U.K, food waste from kitchensistaken to an anaerobic digestionplantthat
makesrenewable energy.

Footnotes

'Source: https://news.un.org/en/story/2019/10/1049181.

20ur approachisinformed by the work of the United States Environmental Protection
Agencyandthe Food and Agriculture Organization of the United Nations.
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Jobs, Inclusion & Empowerment

We Are Accelerating Equity and Providing Opportunity

We are serving up brightfutures by providing opportunity foreducation and skillsin

the communitieswe serve and through accelerating equity and inclusion across our
business. Whether it's providing accessto local education, tuition assistance orjob-
readiness programs— together with our Franchisees, we make opportunity open for
all.

“I’'m so proud of the people whowork at McDonald’s — in restaurants, in office buildings and
throughout our supply chain. Their resilience, the care they show for one another and their
commitment to do the right thing is inspiring. | also know it is one thing to recite our values,
to write themon posters and display them in our restaurants and offices. It’s much more
meaningful to intentionally live these values every day, to the best of our abilities. That is
why we will continue to support programs and policies that are actionable and encourage
accountability — from our recently announced global diversity, equity and inclusion ambition
to our education assistance programs and our approach to people safety.”

Heidi Capozzi,Executive Vice Presidentand Global Chief People Officer, McDonald's
Corporation
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Our Impact Areas

-
Diversity, Equity & Inclusion

Guided by our values, we are committed to
being better allies, bettersponsorsand better
leaders, helping tocreate a future where
equality, fairness and opportunity are not just
goalsbut the lived experience of everyone.
Globally, we are committed torepresentingthe
diverse communitiesin which we operate,
accelerating cultures of inclusion and
belonging, and dismantling barriersto
economic opportunity.

We're passionate about peopleand are
committed tocreating andfostering
environmentswhere everyoneisequally
supported and empowered torealize theirfull
potential. We recognize that developing
respectfulworkplacesisan ongoing process
that requires continuous effort and
improvement. We are committedtoregularly
assessing our practicesand approach, in order
tobe more transparent and effectivein
supporting people.

Skills & Education

We are committed toleveraging our scale to
provide trainingandeducation programsto
build a path forward forpeople thatsupports
their goals,nomatter where theyarein their
lives. From apprenticeship opportunities, to
language and technical skill training, to support
for continuing education, we are committed to
helping people continue their pathforward.

People Safety

Werealize we have an enormousresponsibility
tokeep everyone safe and healthy. We're
committed tocustomer and crew safety,
promoting robust health and safety measures
in our restaurantsand helpingemployees
make more informed decisionsto support their
own well-being. Asthe global community is
faced with new and evolving safety risks, we
know that we must continuetoadapt and
enhance our approach. Our elevated practices
areinformed by guidance from health
ministriesin most of the countrieswhere we
operate, aswellas by recommendationsfrom
the World Health Organization.
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Diversity, Equity & Inclusion

Why It Matters

Our global aspirationisthatno matterwhere you arein the world, when you interact
with McDonald’s—through the app,in arestaurant, by watching acommercial,
workingin an office setting orasa crew member—Diversity, Equity and Inclusion
(DEI) are as evidentand familiarasthe Arches themselves.

Our aspirationisto ensure at every interaction, all are welcome,comfortable and safe,
because we committo deliveringequitable treatmentforall. Thismeansthefull
expression of diversity: the representation and inclusion of differentgenders, races,
cultures, identities, sexual orientations,ages, religions, abilities,languages,
experiencesand expressions. Weaim to identifyand eliminate barriersto fair
treatment forunderrepresented groups.

When we talk aboutequity in the workplace,we mean fairtreatmentin access,
opportunityand advancementforall.

We knowthere’s alotof work ahead, but itis work we welcome.Few companiesonthe
planetare better positioned to make a difference than McDonald’'s. Wefeed more
people,reach more markets,and serve more communitiesthan any otherrestaurant
companyintheworld.

When we harness our scaleto change the System, there’s no telling how muchimpact
we can help make.
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Our Strategy

Living ourvalues meansextending them to everyone: from the tens of millions of
peoplewho visitusdaily,workin our restaurants and our corporate offices,to the
communitieswefeed and foster. Rather than hear we care about diversity, equity and
inclusion,ourcommunities need to experienceit.

We will pursue thisaspiration by using McDonald'sinfluence and scaleto accelerate
meaningful and overdue societal change forouremployees, Franchisees, suppliers,
customers and communities. Thismeans striving to:

e Representthe diversecommunitiesin whichwe operate.
e Accelerate cultures ofinclusion and belonging.
o Dismantlebarriersto economic opportunity.

Increasing Representation in Corporate Leadership

We seek to represent the diverse communitiesin whichwe operate byincreasing the
diversity of our leadership through the following goals:

e Bytheendof2025, McDonald’sexpectsto increaserepresentation of historically
underrepresented groups’in leadership roles (Senior Directorand above) located
inthe U.S. to 35%.2

e Bythe endof2025, McDonald’sexpectsto increaserepresentation of womenin
leadership roles globally (Senior Directorand above) to 45%32, with an overall goal
to reach gender parity globallyin leadership roles (Senior Directorand above) by
the end 0f2030.%

In setting these goals, weleveraged data to understand where we are currently, and
where we want to be in the future. Thisincluded areview of internal and external data,
including laborand censustalentavailability statistics,industry EEO-1 data, consumer
insights, customertrends and expected demographic changesoverthe next10 years.
Theseinsightsmadeitclearthat we have an opportunityto strengthen our
representation to better represent our current and future base.

We are helping drive change by giving leadersdirectresponsibilityand accountabil ity
formaking tangible progresson our DEl goals.Beginning in 2021,the Company has
incorporated quantitative metricsrelated to human capital managementinto annual
incentive compensationawardsforits CEO and Executive Vice Presidents.In addition
to financial performance, executives will be measured on theirability to championour
corevalues, improverepresentation withinleadership rolesforwomen and historically
underrepresented groups, and create a strong culture ofinclusion within the
Company.
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Equal Pay

As we continue to emphasize action,accountability,and integrity aswe make
progressagainstour DEl strategy, we have prioritized ourwork around equal pay,a
critical issue thatsits at the nexus of all five of our Values. Through an annual analysis
of our compensation data, followed by appropriateremediationaction,we are
committed to help ensure equal pay forequal work.

Our equal pay analysiscomparesemployeesin similarroles,while considering the
manyfactors thatlegitimately drive differencesin pay between employees, such as
experience (general, McDonalds-specific,job-specific),job level/grade, performance
andlocation.

We introduced our Global Pay Principles to ourowned marketsin 2019, to ensure that
good pay practicesare understood, consistentlyimplemented and executed across
McDonald’s.

Competitive

o Payopportunitiesarealigned with the external value of a job to optimally attract,
engageand motivatetalent.

o Thecompetitivenessof ourpayrates are reviewed regularly relative to peer
companiesthatreflectour size, scale, performance and talentneeds.

Non-Discriminatory
o Employeesare compensated atalevel commensurate with theirrole,
responsibility,impact,location,experience,knowledge, skillsand performance,

irrespective of gender, race, ethnicity orany other similar protected personal
characteristics.

Performance-Based

o Payisfocused on motivating high performance, recognizing achievementand
reinforcing behaviorsthatalign with our culture.

Understandable

o Payprogramsare communicated regularlyand transparently with compelling
clarity.

o Westrivefor simplicityand focusin the design of ourprogramsto ensure

employeesunderstand whatdeterminestheir pay.

Compliant
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« We complywith all applicable legaland regulatory requirementsand standards.

Our annual pay gap assessment will help ensure we are following our pay principles
globallyin our operated orowned markets,and identifyany gaps based on gender
(globally)and race/ethnicity (US)forreview. While 2021isthe first time we have
communicated ourequal pay commitmentpublicly,we believe thatgreater
transparencyis importantto building trust with our people, living our values,and
holdingourselvesaccountable.

As such, working toward equal payisnota one-time project;itrequiresongoingfocus
and effort. We are committed to run pay gap analysesannuallyand reporton progress
as we continueto advanceour strategy.

Supplier Diversity and Our Mutual Commitment to Diversity, Equity and Inclusion

With an annual systemwide spend of $14 billion2with suppliersin the U.S.,we believe
we havea responsibility to help drive change both in ourbusinessand in industries
beyond it. Collaboratingwith our suppliersisacritical catalystin achievingthe more
equitableand inclusive future we want to see.

McDonald’sand our U.S. Franchisees spent approximately $14 billion throughout our
U.S. supply chainin 20204 an industry-leading 23% of which is with diverse-owned
suppliers—meaning businessesthatare 51% owned and controlledbywomen and/or
Black,Hispanic,Asian,Indigenous, Veteran,LGBTQ+, and disabled persons.

We recognize thatthrough ourscale and influence, McDonald’s hasthe opportunity to
help accelerate change —notjustin ourown business but also in those which we work
with — byinviting our suppliersto committo buildingwithin theirown organizations
the talent pipelines,infrastructure and culture that supportincreased representation
andinclusion,and close equity gaps.

Startingin July 2021, US-based suppliersof goodsand servicesto McDonald’sare
invited to sign a Mutual Commitmentto Diversity, Equity & Inclusion.

When our supplierssign onto thisjointpledge,they committo taking actions such as:

e Implementing anoverall DEl strategy,including annual trainingoreducation for
employeesto be better DEl practitionersand leaders.

e Increasingrepresentation and underrepresented talentinleadershipandin
staffing McDonald’sbusinessoverall,and increasingtheiruse of diverse
suppliers.

e Investingininnovationwith new partnershipsand programsdesigned to makea
measurable difference.

e Creatinginfrastructure accountability to track progress, share regularupdates
and best practiceson effective programsand measurement.
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As oursuppliers continue on theirjourney,McDonald’s will offeraccessto resources
andtools,includingsharingof best practices.

Because collaborationisrooted in our DNA,we're proud to join forceswith the
following organizationsasearly adoptersto the Mutual Commitmentpledge:

e Accenture

e Admerasia

e Advertising Production Resources,Inc.,
e Alma,Analytic Partners,Inc.,

o CanvasWorldwide

e Cargill
o Capgemini
e Creata

¢ Baker McKenzie

e Burrell Communications
e CPHlInc.

e Ecolab

o ElkayInterior Systems (EIS)
e EverbriteLLC

e Euromonitorinternational
e FairOakFoodsLLC

e FlavorReddyFoodsLLC

e FordHarrisonLLP

e Greenberg Traurig LLP

e Halverson Group

e HAVI/The Marketing Store
e IWGrouplnc.

o Kantar
e LopezNegrete Communications
e Medallia

e Narrative Media Group

e New HorizonsBakingCompany
e Omnicom Group

e Perrino & Associates

e SchreiberFoods

e TSMGI

e TysonFoods

e Voxpopme

e Wieden+Kennedy

We will also continue to actin tangible ways beyond the Mutual Commitment.

e McDonald’sanditsU.S.Franchiseesexpect to increase purchases of goodsand
services from diverse-owned suppliers by nearly10% by 2025 from a 2020 base
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year. With thisincrease, approximately a quarter of U.S. spend —about $3.5 billion
—would be with diverse-owned suppliers.

o Additionally, McDonald’'s USA and itsU.S. Franchisees expect to increase national
investmentsin diverse-owned media companiesfrom 4% to 10% by 2024.

o McDonald’sUSA anditsU.S. Franchisees expect to increase spend with
Black-owned mediaand production propertiesfrom 2% to 5% by 2024, in
addition to increased investments with other diverse segments,including
Hispanic, Asian Pacific American, Women and LGBTQ-owned properties.

Changetakesfocused effort alongside acommitmentto keep doingmore. Partof our
journeyto becoming aworld-class supplierdiversity hub isempowering our suppliers
to growtheirbusinesses beyond the McDonald’s System.

e Until2018, McDonald’s USA allowed suppliersto self-certifyasdiverse.We have
started the process of notifying our suppliers that we will require third-party
certification through nationallyrecognized certification organizations such asthe
National Minority Supplier Diversity Council, Disability:IN,and the Women’s
Business Enterprise National Council. The long-term benefits of third-party
certification allowforincreased confidencein ourreporting numbers,integrate
our suppliersinto a national network of organizations and provide visibility of
certification to otherbusinesseslooking to procure their services.

e Startingin2021,U.S. Marketing will forge multi-year partnershipswith diverse-
owned media and productioncompaniesand diverse content creatorsand
influencers; strengthen the marketing supply chain; enable deeper,more
inclusive storytelling;and foster conduits for cultural connectivity.

e McDonald’'sUSAisforminganadvisoryboard of external marketing and
advertising subject matter experts dedicated to identifying the biggestbarriersto
economic opportunity facingdiverse-owned media and productioncompanies
and putting collective effortsbehind new programs and initiatives to eliminate
them.The Group’s focus will be to drive change and impactacrosstheindustry.

Strengthening Diversity and Inclusion with Our Franchisees

Thediversity of our Franchiseesis a source of pride—and importance. Through our
global DEl efforts, we continue to attract more diverse Franchisees while also
developingthe nextgeneration of Franchisees.

In 2021, we announced afranchisee recruitmentinitiative to help increase the number
of franchiseesfrom historicallyunderrepresented groupsin McDonald’sU.S.and all
McDonald’sInternational Operated Markets. Worldwide, the effort — tailored foreach
market-seeks to increase ownership opportunitiesfornewtalentfrom all
backgrounds,bothintermsofthe numberofindividualrestaurantsowned as well as
the number of qualified franchiseesoverall.

As 0f 2020, individuals from historically underrepresented groups,including those that
identifyas Asian,Black orHispanic,accounted for29% of all U.S.franchisees. Women
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accounted for29% of all U.S.franchisees. We will commit $250 millioninthe U.S.over
fiveyears to providealternativesto traditionalfinancing, helping candidateswho may
face socio-economic barriersjointhe McDonald’s System. We seek to reduce upfront
equity requirementsfor eligible franchisee candidates,and will also leverage our
network of banking partnersto increase access to financing solutionsthatwill reduce
the barrierto entry forcandidates.

Additionally,over2,600independent,localU.S.ownershave accessto fiveadvocacy
groups:

e TheNational Black McDonald’s Operator Association
e TheMcDonald’sHispanic Operator Association

e TheWomen’sOperator Network

e TheAsian McDonald’s Operator Association

e TheMcDonald’'sOwnerOperatorPride Network

Our Inclusive Approach to Recruitment

We're blending technology and new recruiting techniquesto achieveamorebias-
aware and inclusive System:

o Usingartificial intelligence (Al) toolsto create gender-neutral,inclusivejob
descriptions.

e Harnessingtechnologyplatformsto broaden the number of candidateswe
screen.

o Strategicallystructuring interviews and interview guidesto ensure equity and
fairnessthroughoutthe selection,interview and offer process.

e Further embeddingand encouragingdiverse candidate slatesand interviewer
panels.

o DrivingourUniversity Talent Attractionstrategy, with a focus on supporting job
placementfrom historicallyblackcollegesand universities (HBCUs) and other
minority servinginstitutions (MSlIs) through job postings, messaging campaigns,
career fairs and careerdevelopmentworkshops.

Collaborating With Stakeholders

Changeisa two-way street. Itismade of the actionswe take,and the expectations
and expertise of people around the world who devote theirlivesto diversity,inclusion,
genderequalityand women’sempowerment.

On International Women’s Day 2019, we signed the UN Women’s Empowerment
Principles,which will continue to actasa guiding force aswe increase our global
efforts to improverepresentation of womenatall levels of the company.
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We havealso joined Catalyst’s Genderand Diversity KPl Alliance (GDKA)‘and pledge
to adoptKey Performance Indicators (KPIs) to measure and improvediversityin our
organization.

Our organizationiscommitted to evaluating the following indicators:

1. Percentageofrepresentation onanorganization'sboard

2. Percentageofrepresentation by employee category

3. Payequality:the ratio of compensation by employee category (e.g.,equal pay for
equal work)

Our aspirational goalsannounced in 2021 complementthese commitmentsand are
designedto fullyrealize our ambition of increasingrepresentation of historically
underrepresented groups by 2025 and reaching gender parity by 2030.

As we refine our strategy, we'll continue to seek feedback and guidance from these

experts to ensure our approach hasthe greatest reach and impact. Thatshowwe can
make DE&lasevidentand familiarasthe Archesthemselves.

Helping Support the Sustainable Development Goals

Our DEI strategy supports the UN Sustainable Development Goals,a globalagendato

end poverty, protect the planetand ensure prosperityfor all,in particular:

Goal 5: Gender Equality and Inclusive Workplaces (Specificallytarget 5.1)
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Goal 8: Decent Work and Economic Growth (Specificallytarget 8.6)
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Goal10: Reducing Inequalities (Specifically targets 10.2)
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&

Goal17: Partnerships for the Goals (Specificallytarget 17.17)

Our Performance
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Goal

By the end of 2025, McDonald’s expects to increase representation of historically
underrepresented groupstin leadership roles (Senior Director and above) located
intheU.S. to 35%.2

Progress

As ofthe end 0f 2020, 29% of leadership roles (Senior Directorand above)located in
the U.S. are held byindividualsin historically underrepresented groups.

Goal

By the end of 2025, McDonald’s expects to increase representation of women in

leadership roles globally (Senior Director and above) to 45%3, with an overall goal
to reach gender parity globally in leadership roles (Senior Director and above) by
the end of 2030.2

Progress

As ofthe end 0f 2020, 37% of leadership roles (Senior Directorand above) globally are
held bywomen.

Additional Key Performance Indicators

Diversity Snapshot

Since 2020, we have made progressand continue to enhance our processesfor
collectingdataandreporting. Asthe Company continuesitsjourney of accountability
andtransparency,in 2021 we published ourdata on employee,Board and Franchisee
representation and supplierdiversity through a Diversity Snapshot. We know our
actionsare even more powerful when they are underpinned by clearlymeasuring and
transparently reporting our progress,which iswhy we plan to publish thisdata
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annuallyand continueto enhance ourdata collection processes.
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Download the Diversity Snapshot (PDF - 342 KB).

Equal Pay

Our 2021 pay gap analysis showed women globally are paid on average 99.85% of what
men are paid forcomparable work,and we are on track to closethatgapin 2022. For
historicallyunderrepresented groupsin the US, we have substantially attained equal

pay.

Inthe tablesbelow,the term “None” indicatesthereisno statistically significant pay
gap disfavoringHistorically Underrepresented GroupsorWomen forthejob category
orthe aggregated total of job categoriesby market.

U.S. Market Non-White (Historically Underrepresented) Groupsé

U.S.

By Job Category:

Staff
Restaurants

2021 Gender PayGap Analysis(U.S.)

u.S.

By Job Category:

Staff
Restaurants

Total # of Employeesincluded inanalysis % Pay Gap for Historically

47,116

3,692
43,524

Total # of Employees
47,594

3,593
44,001
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Underrepresented Group (2021)
None

None
None

% Pay Gap for Women (2021)
None

-0.84%
None
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2021 Gender PayGap Analysis(Global)2

Total # of Employees % Pay Gap for Women (2021)
Global (10) 182,010 -0.15%
By Job Category:
Staff 8,083 -1.72%
Restaurants 173,927 -0.07%
Our Actions

We arededicated toimprovingon ourcommitmentto being betterallies, better
sponsorsand better leaders, through our continued action in thisarea. Globally, we are
taking actionsto accelerate cultures of inclusion and belonging,dismantle barriers to
economicopportunity,and representthe diverse communitiesin whichwe operate.

Accelerating Cultures of Inclusion & Belonging

We aim to offeran experience where everyoneis aware of their unique abilityand can
develop the meaningful relationships with colleaguesthatinspireand drive business
growth.

Beloware some examplesof howwe are continuing to supportand growthediversity
of our teams globally:

* In2020, forthe fifth year running, wereceived a score of 100 on the Human Rig hts
Campaign Foundation’s Corporate Equality Index, demonstrating our
commitmentto LGBTQ equalityand inclusionthrough ourpolicies, practicesand
benefits.In addition,McDonald’s Corporation signed on to the Human Right's
Campaign Business Coalitionforthe Equality Act. The coalition bringstogether
leading U.S.employersthat supportthe Equality Act, federal legislationthat
would provide the same basic protectionsto LGBTQ peopleasare provided to
other protected groupsunderfederal law.

e Inthe U.S,, 75% of corporate staff hiresin 2020 were women and/orindividualsin
underrepresented groups (54% women, 44% individualsin underrepresented
groups).

e We welcomed140peopleinto full-time orinternship positionsvia our University
program in 2020-2021:85% are women and/orindividualsin underrepresented
groups (54% women,54% individualsin underrepresented groups).

e Languagebarriersstifle progresstowards moreinclusive communities.In
marketsaround the world, Company-ownedrestaurantsand participating
Franchiseeemployeescan access onlinetrainingto help improve theirlanguage
skillsand build a sense of belongingattheirrestaurant.

Fostering and measuring more inclusive environments to create a stronger sense
of belonging
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In September 2020, our biannual staff pulse survey introduced an “InclusionIndex.”
Theindexasked questionsdesigned to measure the critical components of building
aninclusive culture — includingwhetherouremployeesfeel thatthey can bring their
“‘whole” selvesto work and have equal opportunities.

Theindexmeasures behaviorsand actionsthe companyistaking to ensurethatwe
haveaninclusive environmentforeveryonethatworksforthe Brand. Theindex
measures attributes that are critical to being yourself at work, o ffering different
opinions,and advancing throughthe company. Our planisto measureinclusion every
sixmonthsto notonlymonitorour progressbutidentifyareas of opportunity.Infact,
all officers(Vice Presidentsand above) will receive reportsevery six monthsthat
provideresultson the indexand suggestkey areas of action.

ThelnclusionIndexismade up of five questionsthat measure the extent to which
respondentsagree with the following statements:

McDonald’shasasafe environmentwherelcan bring mywhole selfto work.
Differing viewsare openlyaccepted.

I havearole model atwork.

Everyone has an equal opportunity to succeed.

| feel comfortable asking my manager for flexibility.

o R wN

Thequestionsaboverepresentthe Inclusion pillar of the core values, tying directly to
our DEl strategy.

Supporting Diverse Employee Business Networks

Our employee business networks (EBNs) promote aninclusive work environment,
fostering relationships, supporting careerdevelopment opportunitiesand helping
grow businesses. EBNs also provide a source of mentors,role modelsand sponsors,as
well as giving membersaccessto seniorleadership,informationon career strategies
and opportunitiesforadvancement.

Our EBNs bring ourcompanyvaluesto life everyday and shareimportantand timely
cultural insightswhen situations arise within and outside of McDonald’s. We were
proud to leveragetheir perspectivesin real timeto create meaningfuland overdue
changebyworking togetherto stand in solidarity with partnering organizations that
challenged anti-hate movementsand advocated for social justice —all to createa
unified company positionin supportofimpacted business networksto promote and
ensure inclusion and belongingthroughout our System.

A Proud Commitment to America’s Black Future Leaders
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In 2020, McDonald’s USA launched a $500,000 Black & Positively Golden Scholarship
Fund to help students attending historically blackcolleges and universities (HBCUs).

Many of these colleges,which supportalarge percentage of low-income students,
have been severely hitbythe impactof COVID-19,especially the unexpected costs of
shifting to an online educationinfrastructure. Thisnew fund isdesigned to help
students continue theireducation,despite the extra burdensbroughtaboutby the
pandemic.

Additionally,in June of 2020, McDonald’s made a $500,000 donation to the NAACP and
a $500,000 donation to the NationalUrban League.

Job Readiness Training and Education Benefits

To supportcareer and personal advancement, we offertargeted education and
developmentprogramsthatenable people working in ourrestaurantsto leverage
opportunitiesthatthey may nototherwise have access to. Thisisa critical strategy to
ensure that diverse talent, often from underserved communities, can reach their
potential.

Our Youth Opportunity program offersyoung people the pre-employment training and
supportthey need to enter the workplace andisakey partof ourcommitmentto
tackle youth unemployment. We have programsin Chicago and WashingtonD.C.and
in 2020:

e 58% of thosewho enrolled in our program were women.
e 72% of all program graduates were in education oremployment60days after

completion.
o 54% of those who were in education oremploymentaftercompletingthe
program werewomen.
Footnotes

1. HistoricallyUnderrepresented Groupsisaterm that refers to groupswho have
been denied accessand/or suffered past institutional discriminationin the United
States and,according to the Census and other federal measuring tools, includes
Black Americans, Asian Americans, Hispanics or Chicanos/Latinos,and Native
Americans.Thisisrevealed byanimbalanceintherepresentation of different
groupsincommon pursuits such as education,jobs,and housing, resulting in
marginalization forsome groupsand individualsand notforothers,relative to the
numberofindividualswho are members of the populationinvolved.

2. TheDecember2020 baseline data showsunderrepresented groups make up 29%
of leadership (SeniorDirectorand above)roles.

3. TheDecember2020 baseline data showswomen make up 37% of leadership
(SeniorDirectorand above)roles.
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McDonald’sdefinesgender parity using the UN Women Training Centre definition
as anotherterm for equal representation of women and meninagiven area.
Thisfigureincludes supplier spending by all restaurants, whether operated by
McDonald’sorbyFranchisees. Further, thisfigure isinclusive of U.S.Company-
owned restaurant spend, Supply Chain, Restaurant Development, Marketing,
Legal,Global Technology, Workplace Solutions, Communication, Finance, Global
Peopleand othercorporate functions. Thisfigure also includes purchasesmade
by Franchiseesforadvertising, restaurantdevelopment, technology,food,
distribution, packaging,equipmentand uniforms. This scope excludesnon-
controllables (Taxes, Utilities, Rent, Aircraft Fuel, Airport Fees, Facility Leases,
Donations,Bank Feesand Subscriptions).

FY2020 diversity spendinthe U.S. includesboth self-certified and formal industry
recognized certificationandTier1and Tier2spend. Tier1suppliersare those
from whom McDonald'sbuysdirectly. Tier 2 suppliersare those with whom our
suppliersdo business.

GDKA - https://www.gdka.org-isagroup of corporations, diversity, equity,and
inclusion (DEl)advocates,academics,and trade organizationsthathave come
togetherto promote and advancetheadoptionofthese KPIs. The GDKA steering
committeeincludes Catalystand Working Mother Media (co-chairs),along

with Ascend,The B Team,ELC, Equilar, Frost Included, GenderFair, HACR,LEAP,
and the WBC.

Theanalysisisconducted on U.S. employeeswho disclosed race/ethnicity
information.

Markets included in the analysis: US, Canada, Russia, Germany, Australia, UK,
Ireland, Slovakia, Austria, Portugal, France, Belgium, Czech Republic, Italy,
Netherlands,New Zealand, Poland, Spain, Switzerlandand Ukraine; and our
Corporate Officesin Dubai,Hong Kong and Singapore.
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Skills & Education

Progress Highlights

Approximately 1,000,000 young people have participated in training programsand/or
have been hired in McDonald’s or participating Franchisee restaurants since July 20181

Inthe U.S., McDonald’s Archways to Opportunity hasincreased access to education
formore than 65,000 people since 2015

Why It Matters

At McDonald’s,we believe that we all get better together —that education and
training can unlock a world of potential for peopleand communities.

That's why, togetherwith our Franchisees, McDonald’shasalong-standing
commitmentto providetraining, educationand career pathwaysto empowerthe
peopleand thecommunitieswe serve.McDonald’sand participating Franchiseesare
dedicated to providing learningand development opportunitiesforpeople atall
stages of their journey, whether they choose to build a career with McDonald’s, or
beyond. Thisway, we're supporting everyone asthey enhance their skillsand fulfill
theirpotential.

Our Strategy

Supporting Employees to Learn and Grow
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At McDonald’s, people are the face of our brand and critical to our success. Our
ambitionisto leverage ourscaleto providetrainingand education programsto help
build a positive future foreveryone,no matter where they are intheirlives.

For those who chooseto build a career with McDonald’s,ourtraining, education and
leadership development programs can takethem to the highestlevelsof our
organization.Regardless of where someone starts at McDonald’s,everyone hasan
opportunity to growand progressthrough a variety of pathways. From apprenticeship
opportunities, to language and technical skill training, to supportforcontinuing
education and competitive benefits, we are committed to helping staffand Company-
owned restaurant employees continue their path forward,and we encourage
Franchiseesto do thesame.

McDonald’sUSA israising hourlywagesformore than 36,500 hardworkingemployees
at Company-owned restaurantsbyan average of 10% starting in mid-2021. These
raises reflect McDonald’s commitmentto evaluatingcompetitive wage dataand the
evolvinglegislation and regulatory environmentto determine the appropriate wage
rangesin Company-owned restaurantson alocal level.Based on thistrajectory of the
current marketplace,McDonald’s USA expectsthe average hourlywage forits
Company-owned restaurantsto increase to $15 an hourin a phased. Some restaurants
have,orwill,reach an average hourlywage of $15an hour in 2021,and average hourly
wages are expected to reach $15 an hour by 2024. The business will assess periodic
adjustmentsto wagesand benefitson an ongoing basisto remain competitiveand
supportthe needs ofemployees.

Thisalsoincludesoffering ajob experience where everyoneisaware of theirunique
abilityandisableto develop the meaningful relationships with colleaguesthatinspire
and drive businessgrowth. We do thisthrough ourbeyond biaseducation and training
programsthatsupportstaff and Company-owned restaurantemployeeswith theright
informationand toolsto make objective, simplified, collaborative choices,and analyze
the nature and source of our unconsciousjudgments. By the end of 2020, over 10,000
people had participated in the training globally.

Fostering Incredible Careers - Employee Spotlight

Isabelle Kuster began hercareer at McDonald’sin Francein 1985 asarestaurant
trainee manager.She worked herway up through the restaurant into our staff roles,
where she hasheld variousleadership rolesin multiple countries,includingFrance,
Belgium and Austria. Today, Isabelleisa Vice President of the European Business Unit,
where she oversees McDonald’sin 23 countries.

“My time in the restaurant taught me many of the fundamentalskills | believe are key to
success in today’s workplace. The problem solving, innovative thinking, communication and
leadership skills | built in the restaurant have supported me throughout my career.

Isabelle Kuster
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Supporting Our Local Communities

Around theworld,almostoneinfouryoung peopleisnotinemployment,education,or
training (DecentJobsfor Youth),which can dramaticallyimpactskillsdevelopment,
earning capacity,long-termemployability and well-being. This,in turn,can have
negativelong-termimpactson communities. We wantthisto change. We believe that
education and training are essential to lifelong success, which iswhy we extend our
focus to the communitiesin which we operate.McDonald’sand participating
Franchiseesare partnering with local organizationsto provide criticalllife skillsand
early job opportunities.

Helping Support the Sustainable Development Goals

By leveraging theimmense scale of the McDonald’s System to provide learning and
developmentopportunitiesto employeesand young peoplein ourcommunities
around the world, we are working to make a lasting globalimpact.

Ourinvestmentsin skillsand education helpto supportthe UN Sustainable
Development Goals,aglobalagendato end poverty, protectthe planetand ensure
prosperity for all,in particular:

4 QuALTY
EDUCATION

L]

Goal 4: Quality Education (Specifically target 4.4)

8 'DECENT WORK AND
[T

o

Goal 8: Decent Work and Economic Growth (Specificallytarget 8.6)

17 s

&

Goal 17: Partnerships for the Goals (Specificallytarget 17.17)

Our Performance

Goal
By 2025, reduce barriers to employmentfor 2 million young people.

Progress
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Since July 2018, approximately 1,000,000 young people participated in training
programsand/orhavebeen hired in McDonald’s or participating Franchisee
restaurants.’

Our Actions

Fostering Career Growth Through Apprenticeships

Apprenticeshipsareanimportantwayforyoung peopleto accessdevelopment
opportunities. Theapprenticeships McDonald'sand participating Franchisees offerin
some communitiescombine workplace trainingand study,enablingpeopleto gain
practical work experience and new skillsthatwill lasta lifetime—all while earning
moneyatthe same time.

We recognizetheimportance of meeting people where theyare, whichiswhy in many
communitiesthe Companyand participating Franchisees offerapprenticeship
programsatvariouslevels,so that people of all agesand atall stages of their
educational and professional journey can build a career,regardless of previous
experience or qualifications.

In Europe, McDonald’sand participating Franchisees have pledged to offer 45,000
apprenticeshipsby2025. Through this pledge,McDonald’sjoined the European
Alliancefor Apprenticeships to help promoteand improve accessto vocational
training foryoung people. These apprenticeshipsare offered in Austria, Denmark,
France, Germany, Italy,the Netherlands, Switzerland and the U.K.In the first year of the
commitmentin 2018, McDonald’s offered more than 13,000 apprenticeshipsacross
the participatingmarkets.

Providing Comprehensive Educational Support

McDonald’sand participating Franchisees offer education opportunities to restaurant
employeesin 25 countriesand counting.

Because we believe opportunity starts with education,in 2018 we invested

in Archwaysto Opportunity,acomprehensive educationprogramthatofferseligible
employeesthe opportunity to graduate from college,earn ahigh school diploma,leam
English asasecondlanguage,completean apprenticeship andgainaccessto
advising services.

By the Numbers: Impact of Archways to Opportunity

Find outhow Archways to Opportunityhasmadeanimpactinthelivesofindividuals
around theworld.

U.S.:(Since Program Inception, 2015 through June 2021)
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e McDonald’sArchwaysto Opportunity hasincreased accessto education formore
than 65,000 people.

e 50,000 restaurant employeesawarded college tuition assistance.

e Over1,400 graduatesin the Career Online High School program.

o Over7,900 graduates from English Underthe Arches since 2007.

e Over$145 million awarded in highschooland college tuition assistance.

e Acrossthe UK, McDonald’sindustry-leading apprenticeshipprogram marksits
12th year creating a range of opportunitiesfrom an entry-level Crewto degree
level qualifications, with over19,000 qualified apprenticesto date.

e Sincere-launchingitsdegree programmein 2018, McDonald'sfirsttwo cohorts of
22 managersgraduated from universityin 2020and 2021. McDonald’s currently
hasover150 managerson theirway to completing a degree apprenticeship
across England and Scotland.

e Inrecentyears, McDonald’sU.K.apprenticeship programsand its’apprentices
have beenrecognized byanumberof external awarding bodies,including:

o Top100Apprenticeship Employers - Rate My Apprenticeship Table 2020-
21
o Rate My Apprenticeship Awards 2021 - Outstanding Intermediate
Apprentice
BAME Apprenticeship Awards2021- Hospitality Apprentice Finalist
o National Apprenticeship Awards2020 - Regional Degree Apprentice
Finalist
o School Leaver Awards2019/2020includingnominationsin:
» Best Level of Responsibility
= TopEmployer—Hospitality & Tourism
= TopEmployer-Large SchoolLeaverintake
= Best School LeaverProgram

Australia:

e McDonald’s Australia hasbeen aregistered training organization (RTO) since 1997,
providingnationally recognized trainingto itsemployeesin the areas of retail,
business, barista skillsand food safety.

e AsofApril 30,2021, more than 48,000 qualificationshave been issued.

e McDonald’'shasbeenrecognized consistently both nationallyand in each statein
the National Training Awards.

Training Future Leaders at Hamburger University
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Sinceitfirst openeditsdoorsin 1961, McDonald’s Hamburger University hasgrown to
nine campuses around the world and prepared thousands of students forleadership
positionsin therestaurantindustry. It providestraining for Company-owned
restaurant employees,as well as Franchisees and eligible employees from their
organizations.

Contrary to its name, the universityisabouta wholelotmore than cookingburgers.
Overthe past few years, thousands of people have learned managementand
leadership skillsthatenablethem to becomethe bestthatthey can be —for
themselves, theirrestaurant and the customers they serve. In manyareas, students
are eveneligibleto receive college creditsfortheircourses.

Developing the Skills for Success Through Youth Opportunity

In 2018, we set a global goal to reduce barriers to employmentfor 2 million young people
by 2025 through our Youth Opportunity program.

To achievethisambition,we arefocused on afew keyareas where we believe we can
havethe greatest impact:

Training and Developing Young People

Inthe U.S., we have partnered with local community organizationsand IYF, which has
three decadesof experience in youth developmentaround the world, to offera pre-
employmentwork-readiness and softskillstraining program.The program isdesigned
to help young people develop thelife skillsand competenciesemployerslookforin
entry-level employees.In additionto being considered forjob opportunities at
Company-owned and participating franchised restaurants, graduates from the
training havethe chanceto pursue opportunitieswith potentialemployersacrossa
variety of industries.

Internationally, McDonald’s,orits Franchiseesin participatingmarkets, has partnered
withlocal organizationsand programsto provide pre-employmenttrainingto young
people,aspart of the Youth Opportunityinitiative.

Supporting Community-Based Organizations

To ensure our youth training and development efforts make a meaningful impact, we
team up with local organizationsembedded in theircommunities. We know thatthese
partnershipsare critical to reaching young people where theyare.

When we launched the Youth Opportunity programin Chicago,IL,in 2018, McDonald’s
distributed $1millionin grantsto fourlocal organizations with deep regionalrootsand
decadesof experience serving young people and theircommunities. These
organizations paired relevant skills training programs with a specialized version of
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IYF’s curriculum, developed in partnership with McDonald's, to offera pre-
employmentwork-readinessand softskillstraining program.

The partnership proved incredibly successful,and over 4,200 young peoplereceived
life skillstraining throughthe Chicago pilot,exceeding theinitial goal of reaching 4,000
youth inthe program’sfirst year. Of those participants surveyed after completing the
program, 87% reported an increasein life skillsand 71% were engaged in education or
employment.2 Following the success of the pilot program,McDonald’sexpandeditto
Washington,D.C.in July2019,once againin partnership with localorganizationsin the
area.

As ofthe end of the 2019-2020 grant year, over 9,000 young people had received
training through the program across Chicagoand Washington, D.C. Of those that
completed the program,71% were either employed orin education, with 82% of
completersreporting anincreasein life skills.2

McDonald’sU.K.also hasa range of programsin place to develop youth employment
skills. Aswe work toward ourgoal of helping 1million peopleinto training,jobsornew
opportunities,the UK. isproviding "Get Job Ready" resources alongside a restaurant-
based and online work experience programme. Each year, McDonald’sU.K.invest £43
millionintrainingto help young peopleaccessapprenticeships,aswell asdedicated
careers advicein partnership with Youth Employment U.K.

McDonald's U.K.will provide a Youth Workerin all restaurantsto give young people
confidence, build theiremploymentskillsand actively engage with schoolsin ourlocal
communitiesto open up arange of opportunitiesfor students.

Partnering to Accelerate Efforts

We know we cannotsolve youth unemploymentalone,whichiswhy,in 2018,
McDonald’sjoined the GlobalInitiative on Decent JobsforYouth, a United Nations-led
multi-stakeholderinitiative, to help accelerate efforts to tackle the youth employment
challenge.

“With 64 million young people unemployed worldwide, the youth employment challenge is
vast and affectsall countries. This new initiative by McDonald’s has the potential to support
many young women and men, especially in disadvantaged areas, with relevant skills for
employability and targeted strategies to boost their transition into quality jobs — jobs that
protect their rights and support their development.

Sukti Dasgupta, Chief, Employmentand Labour Market Policies Branch, International
LabourOrganization

McDonald’salso partnerswith local governmentsand regional initiatives to multiply
our impact. Throughits Youth Opportunity program, our Latin American Franchisee
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ArcosDoradoshasestablished strategic alliances with leadingnongovernmental
organizations (NGOs)focused on education and skillsdevelopment. These programs
reach an average of 250,000 young adults between 16 and 24 every year.

Engaging With Young People

In 2019, McDonald’sand IYFlaunched the Youth Opportunity Youth Ambassador
Program.The Youth Ambassadorsgive their perspective onissuesthatare barriersto
success for Youth Opportunity program participants,aswell asfeedback onthe
program’sability to supportthem.Wealso supported IYF's developmentofadigital,
game-based life skills curriculum in English and Spanish to complementthe Youth
Opportunityin-person life skillstraining. McDonald’sand IYF extended thisdigital
curriculum to external organizationsin the U.S. with partnerssuch as historically black
collegesand universities (HBCUs) and, in partnership with Arcos Dorados,acrossLatin
America,such as with partners such as the Mexico Ministry of Education and
Historically Black Collegesand Universities (HBCUs). To date, 14,000 young people
have accessed the curriculum with the goal of reaching up to 100,000 young peoplein
diversecommunitiesduring the COVID-19 pandemic.

Footnotes

'Thisfigureisbased on actual and,in some cases, extrapolated data forthe following
participating markets: Argentina, Australia, Brazil, Canada, China, Colombia,Hong
Kong, Italy,Japan,Jordan, Korea, Mexico, Portugal, Spain, Switzerland,U.K. & and U.S..
McDonald’sbasesitsfigures on aggregated datafrom companyCompany-owned
restaurants and franchisees Franchiseeswho chooseto provideitbutextrapolatesin
locationswhereitdoesnothavedata.

2 Percentages were collected from IYF and include results from Chicago participants
who elected to share with the local organizationsthat collecteducation/employment
data.Therefore, notall data sets add up to the total enrollmentnumber.

% Percentageswere collected from IYFand include results from Chicago and
Washington, D.C. participantswho elected to share with the local organizationsthat
collecteducation/employmentdata. Therefore, not all data setsadd up to the total
enrollmentnumber.

Franchiseesare independentemployersand each franchisee Franchisee restaurantis
unique.Franchiseesare aloneresponsible forall employment mattersin their
restaurant(s), includingalone makingall decisionsregardingthe requirementsforjobs
and setting all termsand conditions of employment,includinghiring, firing,discipline,
supervision, staffing and scheduling. McDonald’s Corporationand its subsidiaries have
no control overemployment matters atrestaurants owned and operated by
franchisees.
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Human Rights & Respectful Workplaces

Why It Matters

McDonald’sand our Franchisees are committed to fostering environmentswhere
everyone is equally empowered to realize their full potential. Upholding humanrights
and cultivating respectful workplaces protects the integrity of our brand and fuels
our success. It's the rightway to do business.

“The basis of our entire business is that we are ethical, truthful and dependable.

Thesewords are as relevanttoday as they were when spoken by McDonald’sfounder,
Ray Kroc, in 1958.

We're passionate about people and are committed to prioritizing safety, nurturing
talentand developingleadersin our offices,owned restaurantsand communities
around the world, while supporting our Franchiseesto do the same.

Inaddition,McDonald’'shasacomplexglobal supply chain with thousands of direct
suppliersemploying morethan amillionpeoplein over100 countries. A supply chain of
thisscale givesus animportantresponsibility to only do business with suppliersthat
respect the fundamental rights of theiremployeesand partners.

Our Strategy

McDonald’shas always been a people business. At the end 0f 2020, we employed
approximately 200,000 peopleworldwide, including our Company staff and crew at
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our Company-owned and operated restaurants. In addition,morethan2 million
peopleworked at franchised McDonald’srestaurants globally. With our global reach,
fostering safe, inclusive and respectful workplaces wherever we do businessis
integral to McDonald’s,and has been for more than 60 years.

Our commitmentto respectour peopleand theirrightsisdefined in several
documents:

e Global Statementof Principles Against Discrimination,Harassmentand
Retaliation (PDF —272 KB)

e Global StatementofPrincipleson Workplace Violence Prevention (PDF —144 KB)

e HumanRightsPolicy(PDF-91KB)

e StandardsofBusiness Conduct

These standards, principlesand policieswork togetherto reinforce a culture of
integrityand respect and are foundationalto how we serve ourcommunities, our
peopleand our customers around the globe. Theyapplyto McDonald’s Corporation
and our wholly owned subsidiariesworldwide.

Our Human RightsPolicy (the “Policy”) isinformed by the Universal Declaration of
Human Rightsand guided by internationally recognized standards, includingthe
United Nations GuidingPrinciples on Businessand Human Rights, the International Bill
of Human Rightsand the principles setout in the International Labor Organization’s
(ILO) Declaration on Fundamental Principlesand Rightsat Work. Where the Company
mayimpactthe humanrightsofdiverse and particularly vulnerable groups, such as
migrantlaborers,indigenous peoples,women or children,we are also guided by other
international standardsthatelaborate on theirrights. The Human Rights Policyis
signed by our Chief Executive Officer.

TheGlobal Principles Against Discrimination, Harassmentand Retaliationoutline
McDonald’s expectationsaround these critical topics and set expectationsfor
addressing and preventingdiscrimination, harassmentand retaliation for Company-
owned restaurant employees and staff globally. To drive a best-in-classframework, a
cross-functional internalworkinggroup developedourapproach inpartnership with
external experts in corporate sustainabilityand women’sempowerment,and drew
guidancefrominternational standards,includingthe ILO Violence and Harassment
Convention.

In 2021, McDonald’'sannounced Global Brand Standards aimed atadvancinga culture
of safety foreveryoneworking underthe Arches and McDonald’s customers
worldwide. All 39,000 McDonald’srestaurantsacross the globe,both Company-owned
and franchised locations, will be required to adhere to these standards.McDonald’sis
committed to supporting implementation of the Global Brand Standards with
Franchiseesthrough a suite of policies,tools,trainingsand reporting mechanisms.
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Our commitmentto respecthumanrightsisalso set outin our Standards of Business
Conduct (“Standards”), which apply to Company employees,andin our Supplier Code
of Conduct (PDF —1.4 KB) (“Code”),which appliesto McDonald’s suppliers globally.
Company staffare trained regularly on the Standardsand are required to annually
certify theirunderstanding ofand commitmentto upholding them.

“People come to work at a McDonald's because they want to be a part of a community and
grow as individuals. Our job as employersis to make that possible while fostering an
environmentwhere those ambitions are never compromised by concerns of safety. As
Franchisees, we're developing comprehensive programs centered on building healthy
relationships, trusting environments and resolving conflict to support our peoplein all facets
of their lives — at work, at home and out in their communities.

Dorothy Stingley, President of McDonald's Women Operators Network, franchise
ownerand 36-year veteran of the McDonald’sbusiness

Putting Our Commitments Into Practice

In 2018, we created a global cross-functional Human Rights Working Group, which
oversees implementationofthe Policyand improvesour proceduresand practices.
McDonald’s Chief Globallmpact Officer,in partnership with the Chief People Officer,is
ultimatelyresponsible forourcorporate human rightsefforts. The Public Policy &
Strategy Committee of the Board of Directorsalso hasoversight of human capital
managementmattersaffecting the Company.

To helpemployeesunderstand theirrightsand theirduty to respect the rights of
others, the Company offerstraining to all employees on the Policy.Both our Policyand
training areavailablein15languages.

Inaddition to onlinetraining,in 2019 seniorleadership receivedin-person trainingin
partnership with an external human rights consultancy.

Global Brand Standards

We recognize thatdeveloping respectful workplaces,where everyone’'srightsare
recognized,isan ongoingprocess of continuousimprovement. We knowwe have
morework to do. We are committed to regularly assessing our approach,and
engaging with relevant stakeholdersto improve our monitoring,analysisand
remediation of humanrightsimpactsin orderto be moretransparentand effectivein
supporting people.

The Global Brand Standards extend requirementsto all Company-ownedand
franchised restaurants. The standardsare required,and all restaurants will be
assessed and held accountablein accordance with the applicable McDonald's
market's business evaluation processes starting in 2022. The Global Brand Standards
prioritizeactionsin fourareas:
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e Harassment, discrimination and retaliation prevention: Proceduresin placefor
reporting claimsof harassment,aswell as policyand training established to
preventharassmentand discrimination.

e Workplace violence prevention: Proceduresin placeforincidentreporting,aswell as
policyand trainingestablished to mitigate therisk of violence in the workplace.

e Restaurantemployee feedback: Atleastone crewand manager survey completed
each year in each restaurant, with an accompanying action plan.

e Health and safety: Annual Health and Safety audits with action plansto reinforcea
culture of safety.

These standardswere informed byinput from perspectivesacrossthe system, a
cross-functional globalteam and reviews of global market practices.

Ensuring Fair Reporting Processes

We take seriously ourresponsibility to act with due diligenceto avoidinfringingon the
rightsof others and to address anyhumanrightsimpacts should theyoccur. This
includes encouraging honestcommunicationwith managersand human resource
representatives,when appropriate,aswell as providing anonymous channelsfor
employeesto report ethicsorhumanrightsconcerns. Companyemployeescanraise
concernsviaananonymousglobalchannel,the BusinessIntegrity Line — staffed by a
live operatorfrom anindependentcompany —24hoursaday, 365 daysa year. Thisis
complemented by additional reporting channelsin many markets.

We take seriously all concernsthatare raised. We will notimpede state-based
grievance processes via ouremployee system and we do notrequire employeesto
waivetheirrightto use such external mechanismsto participatein ourhotline.Wedo
nottolerateretaliation of anykind againstanyone who reportsanissueand do not
tolerate unlawful threats, intimidation, or physical orlegal attacks againsthuman
rightsdefenders. We provide accessto remediation and encourage our business
partners to do the same,and recognize thatthiscommitmentshould not obstruct
access to otherremedies.

Each of ourinternationally owned markets has HR staff thatare responsible for
handlingconcernsinan appropriate and timely manner. Thisprocess mayinclude
investigating complaints,interviewing witnesses, reviewing documentation and
determining next steps.

Forexample,inthe U.S. market, there are several reporting mechanismsavailable.
Company-owned restaurantemployees mayreportconcernsorcomplaintsto their
restaurant’s General Manager or Ops consultant,HR Consulting orHR Manager, orthe
Business Integrity Line. We also provide Company-owned restaurantemployees with
third-party Employee Assistance Programs (EAPs) such as the McResource Lineand
the Employee Resource Connection. These EAPs offer services such as counseling,
referrals and other support, and arefree and confidential.
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Additionally,in the U.S.market,the Company offers Franchisees a third -party
managed hotline. Thishotline supplementswhat Franchiseesalready offertheir
employeesand providescallerswith anotheranonymouswayto filea concern with
theiremployer.We encourage Franchiseesto implementa shared values
commitmentto workplace safety that includes a mutual understanding and
acknowledgmentoftheirresponsibility in ensuring a safe, respectful and inclusive
environmentfortheiremployees.

Preventing Forced Labor

McDonald’siscommitted to ethical recruitmentin ouremployment practices. We
prohibitdirectorindirectfeesorcosts being charged to those seekingemployment
with or who are employed by the Companyforthe services directlyrelated to
recruitmentfor temporaryorpermanentjob placement,unlesslegally permissible and
withinthelegal limit. Thisincludes where we may use private recruitmentservices, a
laborbrokeroremploymentagent,or where we performrecruitmentactivities
directly.

Even where such fees or costs are legally permissible and withinthe legal limit, our
policiesand practicesare designed to ensurethat no oneisindebted to the Company
orto a recruiter, laborbrokeroremploymentagentinamannerthat prohibitsthe
individual from freelyleaving hisorheremployment. Likewise,we do notretain
employees’original government-issued identification, passportorwork permitasa
condition of employment.’

The Company providesanyagreements,whetheroral orinwriting,inalanguage
understood bythe person agreeing to bebound,and expects thatany recruiter, labor
brokeroremploymentagentwill do the sameand will beresponsible forensuring that
the agreementisunderstood bythe person agreeing to bebound.

We do notengagein human trafficking orexploitation,orimportgoodstainted by
slavery or human trafficking. The Companyis committed to the eliminationofany
forced laborin ourbusiness and our supply chain. The McDonald’s Supplier Code of
Conduct("Code") appliesto our suppliersandisaligned with these goalsand
standards.

We are also committed to preventing forced laborand supportthe goalsofthe U.K.
and Australian Modern Slavery Acts. McDonald’s U.K. published its first U.K. Modern
Slavery Actstatementin 2017. The Companydoesnotuse anyform of slave, forced,
bonded,indentured orinvoluntary prisonlabor.

Maintaining Respectful and Inclusive Contractual Practices

The Companyiscommitted to diversity, equal opportunityand an inclusive workplace
culture. Thiscommitmentisfundamentalto the way we do businessand we embed it
inour policiesand practices. We furtherrecognize that maintaining our commitment
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will require ongoing reflection on and evolution of these policiesand practices.In this
regard,we are also providing greater transparency regarding ourapproach to certain
contractual arrangements we may enter into with Companyemployeesbased in the
United States. Specifically, arbitration,noncompetitionand nondisclosure covenants
have comeunder public scrutiny where theiroverbroad applicationmayresultin
inequities. With thisin mind, we limitouruse of such agreementsas follows:

e Wedonotandwill not,asacondition of employment, require mandatory
arbitration of harassmentand discrimination claims.

o Whileleadership withinthe officerlevel,representing lessthan 10% of the
employee populationin 2019, sign noncompetitioncovenants,we do notrequire
as a conditionof employmentanyemployee belowthe officerlevel to sign post-
termination,noncompetitioncovenants,exceptin verylimited situationsas
authorized by the General Counsel foran employee who hasunique skills,
knowledgeoraccessto intellectual property, trade secrets orhighly confidential
customer information thatwould provide a competitor with an advantage (e.g.,
complexknowledgeregardingmenuinnovation or critical technology
applicationsorsystems).

e Intheeventthat McDonald’s seeksanondisclosure covenantin connectionwith
the settlementof aharassmentordiscrimination claim broughtbyan employee
orformer employee againstan officerof McDonald’s Corporation, we will provide
notice of such arrangementto the Board of Directorsto ensure the Board has
appropriateoversight.

Helping Support the Sustainable Development Goals

Through our efforts to create respectful workplaces,we aim to help supportthe UN
Sustainable Development Goals,aglobalagendato end poverty, protectthe planet
and ensure prosperityfor all,in particular:

GENDER
EQUALITY.

¢

Goal 5: Gender Equality and Inclusive Workplaces (Specificallytarget 5.1)

DECENT WORK AND
ECONOMIC GROWTH

o

Goal 8: Decent Work and Economic Growth (Specificallytargets 8.7 and 8.8)
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Our Actions

Identifying, Preventing and Addressing Discrimination, Harassment and
Retaliation in the U.S.

We havetaken several steps over the past few years to strengthen our approachinthe
U.S. market. Thisincludes our work with RAINN (the largestanti-sexual violence
organizationin the U.S.)to update our U.S. Policyagainst Discrimination, Harassment
and Retaliation. Thispolicy sets out expectationson workplace conduct,manager
responsibilities,employee resourcesand ourinvestigationprocess. The policyapplies
to all company-ownedrestaurantand staff employees. We have shared the policy with
our Franchiseesand encourage them to use it, along with otherresources, to continue
to supportsafe and respectful work environmentsin theirrestaurants.

To enhanceourrestaurant training, we launched an initiative in partnership with the
U.S. National Franchisee Leadership Alliance (NFLA)in 2019. The program'saimisto
educate and empower peopleworkingatMcDonald's brand restaurantsacrossthe
country withimportantresourcesand training thatsupportbuilding healthy
relationshipsand trusting work environments. The program isa combination of
interactiveand computer-based trainingson various topics,including harassment,
discrimination andretaliation,and workplace violence mitigation. The training is
required for Company-ownedrestaurantemployeesand has been made available to
U.S. Franchiseesfor use in theirorganizations.

Thesetraining modulesinclude:

e Mitigating Workplace Violence
o Safe and Respectful Workplace
o Anti-Bullying

e Bystander

We havealso taken stepsoverthe past few years to providerobusttraining to U.S.
staff employees. For example,in 2020, we provided respectful workplacetraining
aimed atthe prevention and mitigationof harassment, discrimination and retaliation
inour U.S. corporate offices,aswell asa separate training called “Speak Up,” which is
aimed atencouraging employeesto raise and reportissues and guiding them on how
to do so.

By taking actionsto strengthen our Policy against Discrimination,Harassmentand
Retaliation, trainingofferingsand reportingmechanisms, we work to create and
sustain a culture of trust where employeesfeel safe, valued and respected.

Footnotes
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"Wemayhold copiesand/ortemporarily holdonto such documentsforno longerthan
24 hoursand to the extent reasonably necessaryto complete legitimate
administrativeandimmigration processingand/orcomplywith local law.
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People Safety

Why It Matters

At McDonald’s,safetyis paramount. We are committed to keeping everyone safe —
whether it's the employeesin our corporate offices,the team membersin our
restaurants orthe customers who are visiting to eat.

Nearly 2 million people work within acompany-owned or franchised McDonald’s
restaurant globallyacrossapproximately 39,000 locationsworldwide. We havea
responsibility to protectthe safety, health and wellness of everyonewho enters one of
our restaurants. We're committed to customerand crew safety, promoting robust
health and safety measures in our restaurants and helping employees make more
informed decisionsto supporttheirown well-being.

Our Strategy

As the global communityisfaced with new and evolving safetyrisks, we know that
we must continue to adaptand enhance our approach to ensure the safety and well -
being of our customers and people.

Living by our core value of putting our customers and peoplefirstmeansthat we must
continueto provide asafeand clean environmentin McDonald'srestaurantsaround
the world. Our internationalmarketsand Franchisee partnersimplement safety
programs,set goalsand provide accessto well-being resourcesand training to
supporthealthyworking conditions. In 2021, McDonald’sannounced Global Brand
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Standardsto further advancea culture of safety for everyone working underthe
Archesand McDonald’s customersworldwide.

Cleanlinesshasbeen one ofthe hallmarks ofthe McDonald’sbusinessforover65
years. Our elevated practicesduring the COVID-19 pandemic were informed by
guidancefrom health ministriesin mostofthe countrieswhere we operate,as well as
by recommendations from the World Health Organization (WHO). We continue to
leverage ourlong-standing relationships with expertsin health and scienceinan
ongoingeffortto elevate the hygiene and safety standardsand proceduresfor our
restaurants.

Informed by health authoritiesaround the world, weimplementpracticesto fosteran
environmentwhere crew feel safe and supported,and customers have a variety of
choicesforcontactlessorderand payments. Thisisour Safety+ commitment. Our
measures included:

e Takingwellnessandtemperature checksforcrew.

e Providingequipmentdesignedto reduce spread, like gloves,face coveringsand
protective barriers.

e Adjusting ourrestaurant operationsto better allowforappropriate social
distancing between crewand customers.

e Expandingourcontactlessordering and payment methods,and sealing bagsfor
delivery.

e Promotingatimedhandwashing system to ensure employeeswash theirhands
with approved soap foratleast 20 secondsand on everyhourata minimum.

e Increasing thefrequency of cleanliness and sanitization/disinfectingof high -
touch surfaces such as counters, doorhandlesand kiosks.

e Providinghandsanitizerin diningroomsin mostof ourmarkets.

McDonald’salso putsa strong emphasison well-beingand accessto benefitsand
resources forcompany-ownedstaff and crew, something we have expanded during
the COVID-19 crisis. We created a cross-functional team to getrelevantinformation
out as quicklyaspossible.

Theteam implemented several newresources, including:

o BeWell@McD -aninternal webpage dedicated to the well-being of our U.S. staff
and employeesat Company-owned restaurantsand organized intofive pillars:
Physical,Emotional, Financial, Socialand Workplace.

e Atoolkitto equip marketsaround the world with resources to create well-being
material relevantin theirjurisdictionand a well-being cross-functional team.

o Aweekly BetterTogether newsletter, sent to around 4,000 staff, which features
relevant benefits,and highlights new offeringsand resources.
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e Regularadditionsand enhancementsto McDonald’s benefits, offeringsand
resources for staff and company-ownedrestaurantemployees.

e Aninteractive PDFresource featuring well-being offerings for company-owned
restaurant crew and managers. Contentisupdated monthly.

These efforts build upon the work McDonald’s hasbeen committed to fordecades.In
addition to our global efforts, several of our markets haveled the way in developing a
robust approach to helpingkeep people safe.

Helping Support the Sustainable Development Goals

Through our efforts to create safe workplaces,we aim to support the UN Sustainable
Development Goals,aglobalagendato end poverty, protectthe planetand ensure
prosperity for all,in particular:

s DECENT WORK AND
ECONOMIC GROWTH

o

Goal 8: Decent Work and Economic Growth (Specifically target 8.8)

Our Actions

Adjusting Operations and Processes to Help Protect Customers and Teams

At the heightofthe COVID-19 pandemic,99% of McDonald's U.S. restaurants
remained open, providing Drive-Thru,McDelivery® and carryout. Safety measures were
keptunder reviewand quicklybolstered asrequired, includingincreased training for
crew.

We introduced over50processchangesin all 14,000 U.S. restaurants, from increased
frequency of cleaning and sanitizationto atleast hourlyhandwashing routinesforall
employees.

Asrestrictionsbeganto ease, the U.S. market continued to move carefully, using
guidance providedfrom localauthorities. A 59-page “playbook” was produced,
outlining the minimum standards and elevated processesall U.S. restaurants must
implement,in addition to state and local laws, before reopening adining room.

McDonald’srestaurantsaround the world have also adopted significant measuresand
proceduresinaccordance with local health and safety guidelines,ranging from
contactlessoperationsto providingequipmentlike gloves,face coveringsand
protective barriers. There have been inspiringexamplesof best practice,including fun,
informative videosaboutsocialdistancing inthe Netherlands,and plans forrestaurant
reopening celebrationsin Portugal.
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Responding to COVID-19 in Our Communities

As partof ourongoing effortsto supportcommunitiesand local neighborhoods during
the COVID-19 pandemic,McDonald’srecently announced a partnershipwith the Biden
Administration to makeaccessto information onvaccineseven easier forthe millions
of customers who enjoyMcDonald’seach dayinthe U.S.

As partof this partnership, McDonald'shot McCafé® cups and McDelivery®seal
stickers will lead customersto vaccines.gov,wherethey canlearn moreabouthow
they can protect themselvesand the people theylove from COVID-19,aswell as where
to find vaccineappointmentsnearthem. The new packaging and adsfeature art from
the national We Can Do This campaign, setting the campaign’s sloganagainsta map of
the United States.

Thispartnership buildson McDonald's continued effortsto provide forthe safety of
customers and restaurant crew throughout thispandemic. McDonald’sremains
committed to being assafe as possible forcrew and customersand hasenhanced
more than 50 safety processes at restaurants overthelast year.

Additionally,our Franchiseeshave stepped up to offeruse of McDonald’srestaurants
as vaccinationcenters. Asan example, Owner/Operatorsin Flint

Michigan and Nashville, North Carolina worked with theircommunitiesto use their
McDonald’slocationsasvaccinationsites for —offering free COVID-19vaccinesand,in
some cases, free McDonald’s mealswith their shots.

Inthe U.S., we remain committed to leadingby exampleasan organization,whichis
why we've donated one million N95 masks to Chicagoand the state of lllinoisand
donated $1millionto the lllinois COVID-19 Response Fund to ensure nonprofitsin our
home state havethe suppliesthey need during thistime.McDonald’shasalwaysbeen
a homebase forour communities,and we're proud to provide calm and comfortto
them throughoutthiscrisis.

Engaging Expert Advisors in Ongoing Cleanliness and Safety Practices

McDonald’shasbeen proactivein ensuring our standardsforcleanlinessare asrobust
as possible during the pandemic.In July 2020, McDonald’sengaged Mayo Clinic,a
globalleaderin seriousand complexhealthcare,to provide counsel and expertisein
infection preventionand control. Learn moreabout how McDonald’s works with Mayo
Clinic.

Market Focus: Promoting Health and Safety in Canada

In Canada,McDonald’shasalignedthe provincialand territories health and safety
regulationswith national health and safety policies/procedures. Asaresult, the
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business developed a cross-functional team to execute an annual businessplanto
improve health and safety management, supporting incidentreduction and
continuousimprovement. Quarterly reporting isprovidedto seniormanagementto
inform on progressagainstkey performance indicators. The marketwantseveryone
to beinvolvedin takingownershipfortheir safety. Thatiswhy crew, managers,
maintenance people and departmentleadersaretrained on personal safety, with
annual health and safety audits to ensure compliance.

The Canadian marketisconstantly on thelookout forways toimproveitshealth and
safety measures. Market-level Health & Safety Notice Boardsare available to
restaurant staff. Through these portals, staff can access information onhowto raise
issues related to health and safety, including howto submita Personal Action Letter
forany concerns.

Market Focus: Leadership as Champions of People Safety in Australia

Our commitmentto people safety starts at the top in our Australian market. The
SeniorLeadership Team (SLT) playsakeyrole, proactively promoting a positive safety
culture among employeesand customersand engaging with operatorsand
contractorsto instate similar standardsin theirown operations.

Safety isontheagendaatevery SLT meetingandincluded informal presentationsto
McDonald’smanagement, staff and Franchisees. The Strategic Planisreviewed and
updated annually, with targets set against numerous safety metrics. Donesafe, the
digital workplace safety reporting database, hasgreatlyimproved the market’s
visibility of hazard and incidentreporting,andauditand inspection results. Donesafe
allowsthe marketto identify safety and security trends and proactivelyactto reduce
injury potential and maintain compliance.

Additionally,a general personal safetymoduleisincluded in every newemployee’s
orientation program.Managers also receive numeroustraining sessionson safetyand
our Safety Squad (crew members) participatein Development Program as safety
champions.Wealso deploy programsforfranchise businesses to upskill themin
general safety awareness and McDonald’s safety systems, as practicescontinueto
evolve.In 2021, McDonald’'smanagement, staff and Franchisees collectively tackled
the challenges of managing aggressive customers,includingdevelopinga suite of
materialsand strategiesto ensure that everyonefeels supported andisaligned on
safety.
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Performance & Reporting

“

Progress on Our Goals, Initiatives and Commitments

Belowis asummary highlighting our progresson the goals, initiativesand
commitmentsacrossouridentified Impact Areas. The below progress statementsare
insummaryform.For moreinformationon these statements,including definitions,
exclusionsand scope, pleasefollowtheaccompanying linksto each ImpactArea

page.

2020 Responsible Sourcing Performance

We have established the belowachievement categoriesand keyto marketour
progresson our 2020 Responsible Sourcing Goals. We are proud of the progresswe
have madeagainstourrange of ambitiousgoals.We haveachievedorsubstantially
achieved all of these goalsand will continue to advance ourresponsible sourcing of
these commoditiesand morein the future. Atour scale and dueto extraordinary
eventsof 2020, some data was not collected. We treated missing dataasnon-
compliantto be conservative,butmostdata available was compliantwith goals.

Learn about our progressin our 2020 Responsible sourcing goals video:
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How

Can the World's Entire
Food System Become
More Sustainable?

Responsible Sourcing Goal Progress Key

° Achieved 100%

Substantially Achieved 95-99.9%

Not Yet Achieved <94.9%

Q In Progress —

Animal Health & Welfare

Goal: Animal Housing
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Inthe U.S., we're working with pork suppliersto phase outthe use of gestation stalls
(small,enclosed pens)forhousing pregnant sows by the end of 2024.

In Progress

In 2017, we achieved our milestone to source pork forour U.S. business only from
producerswho share our commitmentto phase outgestation stallsforpregnantsows
inour supplychain.

As ofthe end 0f 2021, the U.S. pork supply chainismore than 61% of the way toward
our target, which we are ontrack to achieve by the end of 2024. We expect to further
reach 85 to 90% of ourtarget by the end of 2022. Although progressand conversion
rates have been delayed by the impactsof COVID-19and the global outbreak of
African Swine Fever,resulting in our extending thistarget by two years, we remain
committed to working with our suppliersand agricultural partnersto achieve our
commitment. Ourcommitmentisguided bytheindustry-and American Association
of Swine Veterinarians (AASV)-endorsed definition forgroup housing for pregnant
SOWS.

Goal: Cage-Free and Free-Range Eggs
TheU.S. hasa goal of sourcing 100% cage-free eggs by 2025.
In Progress

TheU.S. egg supply chainis morethan 74% cage-free as of the end 0f 2021. Canada
sources morethan 57% cage-free eggsas of the end of 2021.

Australia’segg supply chainis 100% cage-free.

All European markets have used cage-free eggsforthe breakfastmenu since 2011
(except Belarus, Russia and the Ukraine, which accountforapproximately 6% of whole
eggsin Europe), while France, Germanyand the U.K. have achieved a 100% cage-free
egg supplychain.

Goal: Chicken Welfare

In Progress

Our commitmentsto sourcing chickensraised with improved welfare outcomes
impactmore than 70% of our global chickensupplyand will be fullyimplemented onor
before 2024.

Climate Action
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Goal

By 2030, partnerwith Franchiseesto reduce GHG emissionsrelated to McDonald’s
restaurants and officesby 36% from a 2015 base year.

In Progress

As ofthe end of 2020, we have made an 8.5% reduction in ourrestaurants’ and offices’
absolute emissionsfrom the 2015 baseline. This meansapproximately 23.6% of our
target hasbeen achieved.

Goal

By 2030, reduce emissionsintensity (per metric ton of food and packaging)
by 31% across our supply chain from 2015 levels.

In Progress

As ofthe end 0f 2020, the emissionsintensity of our supply chain hasdecreased
by 5.9% from the 2015 baseline. Thismeanswe are 19.3% of the way toward our target.

Community Support

Helping Communities Access the Support They Needed

TheMcDonald’s global System stepped up to help support communitiesto meetbasic
needs.

Forexample:

e U.S. —McDonald’sprovided nearly 4 million Thank YouMealsto healthcare
workers, police officers, firefighters and paramedics who helped keep us safe
during the pandemic.McDonald’s hasalso made commitmentsto support truck dri
vers acrossthe country, and donated $1millionto the lllinois COVID-

19 Response Fund
to ensure nonprofitsin ourhome state have the suppliesthey need
during thistime.

e Malaysia—Provided around 63,000 McDonald’'s mealsto healthcare workersall over
Malaysia as an appreciation fortheir courage and commitmentduring these
challenging times.

e Italy—Inadditionto donatingfoodand mealsto charitiesand first
respondersacross Italy, McDonald’s, togetherwith Ronald McDonald House
Charities® (RMHC), Franchiseesand suppliers,donated €1 millionto supportthe
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treatment of COVID-19 patientsat anew hospital in Milan and the “Vittore Buzzi”
Children’sHospital.

Conserving Forests

Goal
Eliminate deforestation from our global supply chains bythe end of 2030.
In Progress

Belowis our progresson individual priority commodities:

e Beef:99.4% of beef sourced for McDonald’srestaurants supported deforestation -
free supply chainsbythe end of 2020.

e Chicken (including soy for feed): 100% of soy sourced for the feed of chicken usedin
McDonald’s products supports deforestation-free supply chains globally. We
supportresponsible soy production through the purchase of RTRS credits.

e Palm Oil: 100% ofthe palm oil sourced forMcDonald'srestaurantsand used as an
ingredientin McDonald’s products supported the production of sustainable palm
oil and deforestation-free supply chainsin 2020.

e Coffee:98.3% of coffee sourced for McDonald’s restaurants supported
deforestation-free supply chainsin 2020.

e Fiber:99.6% of primary fiber-based guest packaging sourced forMcDonald’s
restaurants supported deforestation-free supply chainsin 2020.

Goal

By the end 0f 2020, eliminate deforestationin supply chainsforourbeef,chicken
(including soy forfeed), palm oil,coffee and primary fiber-based guest packaging
sourced forMcDonald’srestaurants.

Substantially Achieved
As ofthe end 0f 2020, 99.6% of our beef, soy sourced for the feed of chicken usedin

McDonald’s products, palm oil, coffee and fiber used in guest packaging volumes
supportdeforestation-free supplychains.

Diversity, Equity & Inclusion

Goal
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By the end of 2025, McDonald’s expectsto increase representation of historically
underrepresented groups in leadership roles (Senior Directorand above) locatedin the
U.S. to 35%.

In Progress

As ofthe end 0f 2021, 30% of leadership roles (SeniorDirectorand above) located inthe
U.S. are held byindividualsin historicallyunderrepresented groups.

Goal

By the end 0f 2025, McDonald’s expectsto increase representation of womenin
leadership rolesglobally (Senior Directorand above) to 45%, with an overall goal to
reach gender parity globallyin leadershiproles(Senior Directorand above) by theend
0f2030.

In Progress

As ofthe end 0f 2020, 37% of leadership roles (Senior Directorand above) globally are
held bywomen.

Additional Key Performance Indicators

Since 2020, we have made progressand continue to enhance our processes for
collecting dataandreporting. Asthe Company continuesitsjourney of accountability
and transparency,in 2021 we published ourdata on employee, Board and Franchisee
representation and supplierdiversity through a Diversity Snapshot.

Download the Diversity Snapshot (PDF - 342 KB).

Equal Pay

Our 2021 pay gap analysisshowed women globally are paid on average 99.85% of what
men are paid forcomparable work,and we are on track to closethatgapin 2022. For
historicallyunderrepresented groupsin the US, we have substantially attained equal

pay.

Food Donations

Our Franchisees, suppliers and distribution centersaround the world have always
given back to theircommunitiesand implemented measuresto help avoid foodwaste.
However, throughoutthe COVID-19 pandemic,and with the guidance of existing and
new partners, we have made sure that millions of pounds of stranded food hasnot
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goneto waste. Instead, that food hashelped to feed people who need itin thousands
oflocal communitiesaround the world.

U.S.-McDonald’s provided roughly12 million Thank YouMealsin the U.S.to
healthcare workers, police officers, firefightersand paramedics who helpedkeep us
safe during the pandemic.

South Korea—McDonald’'sdonated over 8,000 burgers and coffeesto janitorial
personnel from Seoul Metro through Seoul Volunteer Center in May 2020, and over
50,000 burgers and beveragesto firefighters, medical staff, service membersand
vaccinationsupportingstaffin 2020.

Canada —Inresponse to COVID-19,McDonald’s Canada donated over 250,000
poundsoffoodtofoodbanksand otherlocal charities.

Latin America - In Colombia, more than one millionunitsofingredients (e.g., English
muffins) were delivered to the Colombian Association of Food Banksto supportthe
vulnerable populationof the citieswhere we operate.

Global Happy Meal Goals

Goal 1: Offer Balanced Meals

By the end 0f 2022, ensure 50% or more of the Happy Meal Bundle Offeringslisted on
menusin each market meet McDonald’s GlobalHappy Meal Nutrition Criteria of less
than orequal to: 600 calories, 10% of calories from saturated fat, 650 mg of

sodium, 10% of caloriesfrom added sugar.

In Progress
8 of the 20 major markets metthe 2022 goal in 2019, up from 3 marketsin 2018.

Anaverage of 43% of Happy Meal Bundles metthe Nutrition Criteria acrossthe 20
major marketsin 2019.

Goal 2: Simplify Ingredients

By the end 0f 2022, remove artificial flavorsand added colors from artificial sourcesin
HappyMealsand reduce artificial preservatives where feasiblein Happy Meals without
sacrificing the safety, taste, quality orvalue of our food.

In Progress

12 of the 20 major markets metthe 2022 goal in early 2020.

Goal 3: Be Transparent With Happy Meal Nutrition Information
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By the end 0f 2022, ensure thatnutritioninformation for Happy Mealsisavailable and
accessiblethrough all owned websitesand mobile apps used forordering where they
exist.

In Progress
12 of the 20 major markets metthe 2022 goal in Q22020, up from 6 marketsin Q12019.
Goal 4: Market Responsibly

By the end 0f 2022, all Happy Meal bundles advertised to children willmeet McDonald's
Global Happy Meal Nutrition Criteria and continue to meetany existing applicable
local/regionaladvertising pledges.

In Progress
16 of the 20 major markets metthe 2022 goal in 2019.

Additionally,100% of ads shown to children in 2019 featured water, milk,orjuice asthe
Happy Meal beverage, and fruits, vegetablesordairyas a Happy Meal side.

Goal 5: Leverage Innovative Marketing

By the end 0f 2022, leverage innovative marketing to help increase purchase of foods
and beveragesthatcontainrecommendedfood groupsin Happy Meals.

In Progress

16 of the 20 majormarketssold anincreased share of Happy Meal items containing
recommended foodgroupsin 2019 versus 2018.

Packaging & Waste

Goal
By 2025, all guest packaging willcome from renewable, recycled or certified sources.
In Progress

By the end of 2020, we were approximately 80% of the way towards our goal to source
all guest packaging fromrenewable, recycled or certified sources by 2025.
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99.6% of our primaryfiber-based guest packaging, was sourced from recycled or
certified sources and supported deforestation-free supply chainsin 2020.

Goal

By 2025, recycle guest packaging in 100% of McDonald’s restaurants. We understand
that recycling infrastructure varies from city to city and country to country, but we
planto be part of the solution and help influence powerful change.

In Progress

By the end of 2020, we offered guests the opportunity to recycle packaging waste
in over25% of restaurants in our 30 largest markets.

Inthese restaurants, guest packagingiscollected in customer-facingrecycling bins,
orcollected forsorting and recycling back of house or off-site.

Inregionswhere infrastructure is more robust, we see greater progresstoward our

goal.Forexample,on average,just under 70% of our restaurants in McDonald’slargest
European marketsare already providingrecycling forguest packaging.

Goal

By 2025, we will haveremoved all added fluorinated compounds from our guest
packaging.

In Progress
By the end of 2020, less than 7.5% of our guest packaging itemsstill contained added

fluorinated compounds. Forthese items, we continue ourwork to find and apply
alternative coating materialsthat offertherightgrease-resistant barriers.

Goal

By 2025, McDonald’sambitionisto drastically reduce plasticsin Happy Meal Toys
around the globe and transition to more sustainable materials.

In Progress

Achievingthisgoal willresultin an approximately 90% reduction in the virginfossil fuel
based plastic used to make Happy Meal toys with every toy ina Happy Meal to be
made using more materialsfrom renewable, recycled, or certified sources by the end
of2025.

Overthe past two years, markets likethe UK, Ireland and France haverolled outnew
Happy Meal toy innovationsalready resulting in a 30% reductionin plasticuse. We're
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scaling these efforts globally to continue to reduce plastics from our System on our
journeyto design andinnovate sustainably.

Responsible Antibiotic Use

Goal

Eliminate the use of antibioticsdefined by the World Health Organization (WHO) as
Highest Priority Critically Important Antibiotics (HPCIA) to human medicine —as
defined bythe WHO - from all chicken served by 2027.

In Progress

HPCIA use hasbeen eliminated inthe following McDonald’s markets: Australia, Brazil,
Canada, Europe, Japan,South Korea and the United States. Chinawill complyon or
before 2027.

Goal

In collaboration with our suppliers, producers and farmer partners, we will establish
market-appropriate targetsforuse of medicallyimportantantibiotics—as defined by
the WHO-in ourbeef supply chain.

In Progress

Beef Antibiotic Monitoring Pilotshave been conducted in Australia, New Zealand,
France, Germany,Ireland, Poland,U.K,Canada,U.S., and Brazil, representing our top 10
beef sourcing markets which supplied over 82% of our global beef supply chain as of
the end 0f2020. Starting in 2022, we will collaborate with industry leaders,academics,
suppliersand experts to refine our measurement capabilitiesand plansto help shape
a path forward.Following thisengagement, the results from our pilots will be used to
inform targetsfor responsible antibiotic usein ourbeef supplychain.

Responsible Sourcing

Goal: Fish
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By the end of 2020, all of the wild-caught fish sourced foruse in McDonald’s products
to comefrom verified sustainable sources.

Substantially Achieved

98.7% of the fish sourced for Filet-o-Fish came from sustainably managed wild-caught
fisheries,assessed and verified annually againstthe McDonald’s Sustainable Fisheries
Standard by the Sustainable Fisheries Partnership. Our Filet-o-Fish sandwiches
represent more than 98% of the fish we used by weightin 2020.

Goal: Beef

By the end of 2020, we will source a portion of our beef from suppliers participatingin
sustainability programsaligned with the Global Roundtable for Sustainable Beef
(GRSB) Principlesand Criteriaand thatmeet McDonald’srequirementsin 10 of ourtop
beef sourcing countries globally.

Achieved

We sourced beef from sustainability programsalignedwith the GRSB Principlesand
Criteriaand that meet McDonald’srequirementsin 10 out of 10 of the beef sourcing
countriesin scope of thegoal.

Goal: Palm Oil

By the end 0f 2020, all of the palm oil sourced forMcDonald’srestaurantsand used as
ingredients in McDonald’s products will support sustainable production and
deforestation-free supply chains.

Achieved

100% of the palm oil used in McDonald'srestaurantsand as ingredientsin McDonald’s
products supports the production of sustainable palmoil and deforestation-free
supply chains.

Goal: Soy for Chicken Feed

By the end of 2020, all soy sourced forthe feed of chicken used in McDonald’s
productswill supportdeforestation-free supply chains.

Achieved

100% of soy sourced forthe feed of chicken used in McDonald’s products supports
deforestation-free supply chainsglobally. We supportresponsible soy production
through the purchase of Roundtable on Responsible Soy (RTRS) credits. A number of
our chicken suppliersto Europe also use physical certification through Proterra
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standards.In 2020, inrelation to the soy forthe feed of chicken used in McDonald’s
productsin Europe, McDonald’sassessed that 17% of the volume waslinked to
physical certification and 83% of the volume was matched through the purchase of
book and claim credits.

Goal: Coffee

By the end of 2020, all coffee sourced for McDonald’srestaurants will
be sustainably sourced.

Substantially Achieved

98.1% of our ground and whole bean coffee was sustainably sourced in 2020.

Goal: Fiber

By the end 0f 2020, all primaryfiber-based guest packaging sourced for McDonald’s
restaurants will come from recycled or certified sources and supportdeforestation -
free supply chains.

Substantially Achieved

99.6% of our primaryfiber-based guest packagingwas sourced from recycled or
certified sources and supported deforestation-free supply chainsin 2020.

Ronald McDonald House Charities

In 2020, RMHC provided over 1.4 million overnightstaysin Ronald McDonald House®
and Ronald McDonald Family Room®programs, saving families more than $443
million inmeal and lodging costs alone.

Additionally,the McDonald’s globalcommunity of suppliersand Franchiseesalso
rallied togetherto help RMHC in all-newways. These are just a few of the many efforts
made:

e ltaly— McDonald’sltalyand RMHC®Italy each donated €500,000. The €1million
funding wenttoward the construction of atemporaryhospital to treat COVID-19
patientsin Milan.

e Romania—When familieswith sick children were notusing Ronald McDonald
House® during the pandemic, RMHC® Romania(with McDonald's support)
opened theirHouse doorsand kitchensto frontline workers, offering aplaceto
rest and eat, anytimethey needed.

e The Philippines— RMHC® Philippinesand McDonald’s Philippineslaunched
“KindnessKitchens”to feed frontline workersand the communities most
impacted bythevirus.
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e Ukraine—McDonald’sdonated moneyto RMHC® Ukraine to purchase personal
protective equipment (PPE)for 21 hospitals serving Ukrainian children affected by
the coronavirus.

e France—McDonald’ssupplier Diversey used its expertise to help develop much-
needed cleaning protocolsforthe Ronald McDonald House® and Ronald
McDonald FamilyRoom programsin France. Global logistics provider Martin
Brower donated 20,000 face masksto our facilitiesthroughout France aswell as
to manyother parts of the world.

Sustainable Agriculture & Beef

Goal 1: Accelerate Industry Progress

By the end 0f 2020, source a portion of our beef from suppliers participatingin
sustainability programsaligned with the Global Roundtable for Sustainable Beef
(GRSB) Principlesand Criteriaand thatmeet McDonald’srequirementsin 100of ourtop
beef sourcing countriesglobally.

Achieved

We sourced beef from sustainability programsaligned with the GRSB Principlesand
Criteriaand met McDonald’srequirementsin 10 out of 10 of the beef sourcing
countriesin scope of the goal bythe end of 2020.

Goal 2: Share Knowledge and Tools

By the end 0f 2020, engage with local farmersthrough farmer outreach projectsto
help develop and share best practicesrelated to our Priority Impact Areas.

Achieved
10 of our top 10 beef sourcing countriesare supporting or sponsoring beef producer
sustainability groups,toolsorprogramsthatsupportthe wider adoption of best

practices or measure sustainability performance by the end of 2020.

Goal 3: Promote Flagship Farmers

By the end 0f 2020, select and showcase McDonald’s Flagship Farmersto
demonstrate leading best practicesrelated to key sustainabilityimpactareas.

Achieved
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All of ourtop 10 beef sourcing countriesrecognized one ormore beef producersas
Flagship Farmersto work with peers and sharetheirindustry-leading practicesbythe
end of 2020.

Goal 4: Pioneer New Practices

By the end 0f 2020, set up McDonald’s Progressive Farm Partnershipsto trial and
discovernew practicesrelated to our PriorityImpact Areasin 10 of our top beef
sourcing countriesglobally.

Achieved

10 out of 10 of ourtop beef sourcing countrieshad established a pioneeringresearch

projectto discoverorvalidate new sustainability practicesfor beef farming related to
our PriorityImpactAreasby the end of 2020.

Goal 5: Conserve Forests

By the end of 2020, all the beef sourced for McDonald’s restaurants will support
deforestation-free supply chains

Substantially Achieved

99.4% of the beef sourced for McDonald’s restaurants supported deforestation-free
supply chainsbythe end of 2020.

Skills & Education

Goal

By 2025, reduce barriers to employmentfor 2 million young people.

In Progress

Since July 2018, approximately 1,000,000 young people participated in training

programsand/orhavebeen hired in McDonald’s or participating
Franchiseerestaurants.

Past ESG Reports
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2019-2020 Purpose & Impact Summary Report (PDF - 2.7 MB)

2019-2020 Progress Highlights (PDF — 869 KB)

2019 SASBIndex(PDF-123 KB)

2019 ESG Reporting Website Archive (PDF —MB)

2018 ESG Reporting Website Archive (PDF —1.7 MB)

2017 ESG Reporting Website Archive (PDF — 2.2 MB)

2016 ESG Reporting Website Archive (PDF —2.4 MB)

CDP Responses

2020 CDP Climate Change (PDF —552 KB)

2020 CDP Forests (PDF-521 KB)

2019 CDP Climate Change (PDF —520 KB)

2019 CDP Forests (PDF —441 KB)

2018 CDP Climate Change (PDF —521KB)

2018 CDP Forests (PDF — 426 KB)

2017 CDP Climate Change (PDF —1.3 MB)

2017 CDP Forests (PDF —1.1 MB)

Key Definitions

e McDonald's:Ourglobal brand,unless specified otherwise.

e We/TheCompany:McDonald’s Corporation andits majority-owned subsidiaries
worldwide.

e TheSystem: The Company,itsFranchiseesand suppliersare collectivelyreferred
to asthe “System”;also known as McDonald’s “three-leggedstool”.

e Franchisees: Collective group ofindependentindividuals and entitiesowning and

operating McDonald’srestaurantsunderone of thefollowing structures —
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https://corporate.mcdonalds.com/content/dam/gwscorp/assets/reports/55854_McDonalds-ESG-report_ADA_FINAL.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/reports/55854_McDonalds_Progress-Highlights_ADA_FINAL.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/reports/55854%20McDonalds_SASB_AW3_v8.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/ourpurposeimpact/McDonalds_ESGReporting_WebsiteArchive_2019.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/ESG%202018%20Website%20Archive%20FINAL.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/ESG_Reporting_Website_Archive_2017.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/ESG_Reporting_Website_Archive_2016.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/our-planet/climate-action/McDonalds_Corporation_%20CDP_Climate_Change_2020.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/assets/our-planet/climate-action/McDonalds_Corporation_CDP_Forests_2020.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/CDP%20Climate%202019_Final2.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/CDP%20Forests%202019_Final1.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/McDonalds_CDP_Climate_Change_2018.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/McDonalds_CDP_Forests_2018.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/CDP%20Climate%20Change_2017_McDonald%27s.pdf
https://corporate.mcdonalds.com/content/dam/gwscorp/nfl/scale-for-good/CDP%20Forests%202017_McDonald%27s.pdf

conventional franchise,developmentallicense or affiliate; for moreinformation,
please see the Company’s Annual Report.

McDonald’srestaurants/Restaurants: Includesrestaurants owned by the
CompanyanditsFranchisees.
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