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Explanation of Responses:
* If the form is filed by more than one reporting person, see Instruction 4(b)(v).

** Intentional misstatements or omissions of facts constitute Federal Criminal Violations. See 18 U.S.C. 1001 and 15 U.S.C. 78ff(a).

(1)
The shares of common stock of the Issuer ("shares") were all sold within the price range of $26.75 and $26.754, with a reportable
weighted average sale price for the transaction of $26.751. Lowell J. Milken will provide, upon request by the SEC staff, the issuer or a
security holder of the Issuer, the full information about the number of shares sold at each separate price.

(2)
The shares were all sold within the price range of $27.15 and $27.31, with a reportable weighted average sale price for the transaction of
$27.22. Lowell J. Milken will provide, upon request by the SEC staff, the issuer or a security holder of the Issuer, the full information
about the number of shares sold at each separate price.

(3)

The shares are held of record by each of Cornerstone Financial Group LLC, a California limited liability company ("Cornerstone"),
Hampstead Associates, L.L.C., a Delaware limited liability company ("Hampstead"), Learning Group LLC, a Delaware limited liability
company ("Learning Group") and Learning Group Partners, a California general partnership ("Learning Group Partners"), respectively.
Ridgeview Associates, LLC, a California limited liability company ("Ridgeview"), is the manager and a member of Hampstead, and in
such capacities may be deemed to have the power to direct the voting and disposition of, and to share beneficial ownership of, any
securities owned of record by Hampstead. (continued on footnote 4)

(4)

Lowell J. Milken may be deemed to be a controlling person of each of Cornerstone, Learning Group, Learning Group Partners, and
Ridgeview. In such capacities, Lowell J. Milken may be deemed to have the power to direct the voting and disposition of, and to share
beneficial ownership of, any securities owned of record, or beneficially owned, by each of Cornerstone, Learning Group, Learning Group
Partners and Ridgeview, but disclaims such beneficial ownership except to the extent of his pecuniary interest therein.

(5)

The Reporting Person may be deemed to be a group with Michael R. Milken and other entities which are controlled, directly or indirectly,
by Michael R. Milken. The Reporting Person disclaims such group membership. The filing of this statement shall not be deemed an
admission that, for purposes of Section 16 of the Securities Exchange Act of 1934, or otherwise, a Reporting Person is the beneficial
owner of equity securities covered by this statement or any other statement that are beneficially owned, directly or indirectly, by any other
person.

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.
Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays
a currently valid OMB number. ONT>
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Net Income and Diluted Net Income per Common Share

For the quarter, net income was $625.3 million and diluted net income per common share was $0.49. The 2006 results included operating
expenses of $59.1 million after tax or approximately $0.045 per share primarily related to: previously announced actions taken for a limited
number of restaurant closings in the U.K. in conjunction with an overall restaurant portfolio review; costs to buy out certain litigating
franchisees in Brazil; and an impairment charge on the anticipated sale of a small market in Europe to a developmental licensee. In addition,
2006 results included a nonoperating gain of $45.6 million after tax or approximately $0.035 per share due to the initial public offering (IPO) of
Chipotle and the concurrent sale of Chipotle shares. First quarter 2005 net income was $727.9 million and diluted net income per common share
was $0.56. The 2005 results included a tax benefit of $178.8 million or $0.13 per share due to a favorable audit settlement of the Company�s
2000-2002 U.S. tax returns.

During the quarter, the Company repurchased 29.5 million shares of its stock for $1.0 billion.

Diluted weighted average shares outstanding decreased in the first quarter of 2006 due to treasury stock purchases exceeding stock option
exercises in 2005 and the first quarter of 2006.

Impact of Foreign Currency Translation on Reported Results

IMPACT OF FOREIGN CURRENCY TRANSLATION ON REPORTED RESULTS

Dollars in millions, except per share data

Quarters ended March 31,
Reported Amount

Currency
Translation

Benefit /
(Loss)

2006 2005 2006
Revenues $5,100.9 $4,802.8 $(96.6)
Combined operating margins* 1,505.0 1,406.9 (37.8)
Selling, general & administrative expenses 550.3 520.1 8.6 
Operating income 923.8 909.6 (31.3)
Net income 625.3 727.9 (15.0)
Net income per common share � diluted 0.49 0.56 (0.01)

* Excludes non-McDonald�s brands
Foreign currency translation had a negative impact on the growth rates of consolidated revenues, operating income, net income and net income
per common share for the quarter, primarily due to the weakening of the Euro.

Revenues

Revenues consist of sales by Company-operated restaurants and fees from restaurants operated by franchisees and affiliates. These fees
primarily include rent, service fees and/or royalties that are based on a percent of sales, with specified minimum rent payments.

11
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REVENUES

Dollars in millions

Quarters ended March 31, 2006 2005
% Inc /

(Dec)

% Inc
Excluding
Currency

Translation
Company-operated sales
U.S. $ 1,025.0 $ 929.5 10 10
Europe 1,285.7 1,321.8 (3) 5
APMEA* 636.9 616.6 3 4
Latin America 355.1 263.1 35 25
Canada 197.7 166.3 19 12
Other** 355.5 302.2 18 18
Total $ 3,855.9 $ 3,599.5 7 9
Franchised and affiliated revenues
U.S. $ 712.9 $ 657.0 9 9
Europe 369.7 395.6 (7) 2
APMEA* 90.5 88.5 2 8
Latin America 25.1 21.0 20 13
Canada 43.7 39.7 10 4
Other** 3.1 1.5 n/m n/m
Total $ 1,245.0 $ 1,203.3 3 6
Total revenues
U.S. $ 1,737.9 $ 1,586.5 10 10
Europe 1,655.4 1,717.4 (4) 4
APMEA* 727.4 705.1 3 4
Latin America 380.2 284.1 34 24
Canada 241.4 206.0 17 10
Other** 358.6 303.7 18 18
Total $ 5,100.9 $ 4,802.8 6 8

* APMEA represents Asia/Pacific, Middle East and Africa

** Other represents non-McDonald�s brands
Consolidated revenues increased 6% (8% in constant currencies), primarily due to positive global comparable sales for each month of the
quarter.

In the U.S., the increase in revenues was driven by multiple initiatives that are delivering variety such as the launch of the Spicy Premium
Chicken Sandwich and Premium Roast coffee, convenience such as extended hours and cashless payment options, and continued focus on
everyday value. In addition, Company-operated revenues benefited from restaurant ownership changes that took place since the first quarter
2005.

Europe�s constant currency increase in revenues was due to strong comparable sales in France and Russia, which is entirely Company-operated.
These increases were partly offset by negative comparable sales in the U.K. In addition, Europe�s first quarter revenue performance reflects
negative impact from the change in timing of Easter, and related school holidays from March in 2005 to April in 2006.

In APMEA, the increase in revenues was primarily due to strong comparable sales in Australia, as well as expansion and improved comparable
sales in China. In addition, results reflected the consolidation of Malaysia, for financial reporting purposes, due to an increase in the Company�s
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ownership during the first quarter 2006. These increases were partly offset by the conversion of two markets (about 325 restaurants) to
developmental licensee structures during 2005, under which the Company receives a royalty based on a percent of sales.
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The following table presents the percent change in comparable sales for the quarters ended March 31, 2006 and 2005:

COMPARABLE SALES � McDONALD�S RESTAURANTS*
% Inc /(Dec)

Quarters ended
March 31,

2006 2005
U.S. 6.6 5.2
Europe 2.0 2.9
APMEA 4.1 5.5
Latin America 15.3 14.6
Canada 8.5 (2.7)
McDonald�s Restaurants 5.2 4.6

* Excludes non-McDonald�s brands
The following table presents the percent change in Systemwide sales for the quarter ended March 31, 2006:

SYSTEMWIDE SALES

Quarters ended
March 31,

% Inc /
(Dec)

% Inc
Excluding
Currency

Translation
U.S. 7 7
Europe (5) 3
APMEA �  6
Latin America 25 16
Canada 16 9
Other 17 17
Total systemwide sales 4 7

13

Edgar Filing: K12 INC - Form 4

Table of Contents 7



Table of Contents

Operating Margins

FRANCHISED AND COMPANY-OPERATED RESTAURANT MARGINS �

McDONALD�S RESTAURANTS

Dollars in millions

Quarters ended March 31, Percent Amount
% Inc /
(Dec)

% Inc
Excluding
Currency

Translation
2006 2005 2006 2005

Franchised
U.S. 81.5 80.2 $ 581.0 $ 527.0 10 10
Europe 75.6 75.5 279.5 298.8 (6) 2
APMEA 87.1 85.7 78.8 75.8 4 10
Latin America 70.4 64.7 17.7 13.6 30 25
Canada 76.2 74.8 33.3 29.7 12 6
Total 79.7 78.6 $ 990.3 $ 944.9 5 8

Company-operated
U.S. 18.3 17.9 $ 187.1 $ 166.4 12 12
Europe 13.6 13.5 174.9 178.9 (2) 5
APMEA 12.3 10.9 78.7 66.9 18 19
Latin America 13.2 12.0 46.8 31.5 49 42
Canada 13.7 11.0 27.2 18.3 49 40
Total 14.7 14.0 $ 514.7 $ 462.0 11 14
Franchised margin dollars increased $45.4 million or 5% for the quarter (8% in constant currencies). The U.S. and Europe segments accounted
for more than 85% of the franchised margin dollars in both periods.

� In the U.S., improvement in the franchised margin percent for the quarter was primarily driven by strong comparable sales.

� Europe�s franchised margin percent for the quarter benefited from positive comparable sales substantially offset by results in the U.K.
and higher rent expense in many markets.

Company-operated margin dollars increased $52.7 million or 11% for the quarter (14% in constant currencies). The U.S. and Europe segments
accounted for more than 70% of the Company-operated margin dollars in both periods.

� In the U.S., the Company-operated margin percent increased due to positive comparable sales, partly offset by higher utility, labor and
promotional costs. Commodity costs are expected to be relatively flat for the year.

� Europe�s Company-operated margin percent increased primarily due to positive comparable sales and improved results in Germany.
This increase was partly offset by weak performance in the U.K., primarily as a result of negative comparable sales, and labor
pressures in certain markets. Commodity costs are expected to be relatively flat for the year.
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� In APMEA, the Company-operated margin percent for the quarter reflected strong results in Australia as well as improved results in
Hong Kong and China.
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The following table presents margin components as a percent of sales:

COMPANY-OPERATED RESTAURANT EXPENSES AND MARGINS AS A PERCENT OF SALES �

McDONALD�S RESTAURANTS
Quarters ended

March 31,
2006 2005

Food & paper 33.5 34.1
Payroll & employee benefits 26.4 26.6
Occupancy & other operating expenses 25.4 25.3
Total expenses 85.3 86.0
Company-operated margins 14.7 14.0
Selling, General & Administrative Expenses

Selling, general & administrative expenses increased 6% for the quarter (7% in constant currencies) primarily as a result of employee-related
costs and the timing of certain expenses, including costs related to our involvement with the Olympics. Selling, general & administrative
expenses as a percent of revenues were 10.8% in both the first quarter 2006 and 2005 and as a percent of Systemwide sales were 4.1% for 2006
compared with 4.0% for 2005. In second quarter, we expect G&A to increase mostly due to the timing of our biennial worldwide operator
convention but we continue to expect G&A as a percent of revenues and Systemwide sales to decline for 2006.

Impairment and Other Charges (Credits), Net

In first quarter 2006, the Company recorded $86.1 million of expense related to the following: the closing of 25 restaurants in the U.K. in
conjunction with an overall restaurant portfolio review ($41.8 million); costs to buy out certain litigating franchisees in Brazil ($29.0 million); an
impairment charge on the anticipated sale of a small market in Europe to a developmental licensee ($7.8 million); and asset write offs in
APMEA ($7.5 million).

In first quarter 2005, the Company recorded $18.7 million of income from a favorable adjustment to certain liabilities established in prior years
due to lower than originally anticipated employee-related and lease termination costs.

Other Operating (Income) Expense, Net

OTHER OPERATING (INCOME) EXPENSE, NET

Dollars in millions
Quarters ended

March 31,
2006 2005

Gains on sales of restaurant businesses $ (8.2) $ (10.4)
Equity in earnings of unconsolidated affiliates (13.4) (16.4)
Other expense 7.4 52.5
Total $ (14.2) $ 25.7
Other expense for 2005 reflected a $24.1 million charge related to a supply chain arrangement in Europe.
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Operating Income

OPERATING INCOME

Dollars in millions

Quarters ended March 31, 2006 2005
% Inc /

(Dec)

% Inc /
(Dec)

Excluding
Currency

Translation
U.S. $ 628.9 $ 539.4 17 17
Europe 261.1 308.2 (15) (8)
APMEA 95.7 92.8 3 9
Latin America (8.5) 8.7 n/m n/m
Canada 38.7 29.4 32 24
Other 8.7 2.4 n/m n/m
Corporate (100.8) (71.3) (41) (41)
Total operating income $ 923.8 $ 909.6 2 5
n/m Not meaningful

In the U.S., results increased for the quarter primarily due to higher combined operating margin dollars.

In Europe, results for first quarter 2006 included impairment and other charges totaling $49.6 million and results for first quarter 2005 included a
supply chain charge of $24.1 million. These two items combined negatively impacted the constant currency operating income growth rate by 10
percentage points. In addition, operating results for the quarter reflected strong performance in France and weak results in the U.K. as well as
costs related to the Olympics.

In APMEA, results for first quarter 2006 were positively impacted by strong performance in Australia and improved results in China and Hong
Kong, partly offset by $7.5 million of asset write offs.

In Latin America, results for the first quarter 2006 reflected continued strong sales performance across most markets, which was more than
offset by $29.0 million of costs to buy out certain litigating franchisees in Brazil.

Corporate results for 2005 included an $18.7 million favorable adjustment to certain liabilities established in prior years.

Interest Expense

For the quarter, interest expense increased due to higher average debt levels as a result of activity related to the Homeland Investment Act
(HIA), partly offset by the benefit of weaker foreign currencies. In fourth quarter 2005, the Company repatriated approximately $3 billion of
foreign historical earnings under HIA. The repatriation was funded through local borrowings in certain markets.
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Nonoperating Income, Net

NONOPERATING (INCOME) EXPENSE, NET

Dollars in millions
Quarters Ended

March 31,
2006 2005

Interest income $ (38.3) $ (14.3)
Translation (gain) / loss (5.9) 3.3
Gains on Chipotle transactions (51.2) �  
Other expense 11.1 0.6
Total $ (84.3) $ (10.4)
Interest income increased primarily due to higher cash levels mainly due to HIA-related activity.

In January 2006, Chipotle completed an IPO of 6.1 million shares resulting in net proceeds of $120.9 million to Chipotle and a gain to
McDonald�s of $32.0 million to reflect an increase in the carrying value of the Company�s investment as a result of Chipotle selling un-issued
shares in the public offering. Concurrently with this IPO, McDonald�s sold 3.0 million Chipotle shares, resulting in net proceeds to the Company
of $61.4 million and an additional gain of $19.2 million, while still remaining the majority shareholder.

Income Taxes

The effective income tax rate was 31.0% for first quarter 2006 compared with 12.3% in first quarter 2005. The portion of the 2006 Chipotle IPO
gain related to the increase in the carrying value of the Company�s investment was not tax affected. The lower effective income tax rate in 2005
included a benefit of $178.8 million due to a favorable audit settlement of the Company�s 2000-2002 U.S. tax returns.

Cash Flows and Financial Position

The Company generates significant cash from operations and has substantial credit capacity to fund operating and discretionary spending such as
capital expenditures, debt repayments, dividends and share repurchases.

Cash provided by operations totaled $615.2 million and exceeded capital expenditures by $326.0 million for the three months. Cash provided by
operations decreased $177.8 million compared to the three months in 2005 due to changes in working capital items primarily related to higher
income tax payments, partly offset by stronger operating results.

Cash used for investing activities totaled $191.2 million for the three months, a decrease of $94.0 million. Higher capital spending was more
than offset by the proceeds from the sale of Chipotle shares and the redemptions of short-term investments. Capital expenditures increased $46.8
million for the three months consistent with the Company�s strategy to increase investment in existing restaurants, primarily in the U.S.

Cash used for financing activities totaled $881.3 million for the three months, an increase of $350.2 million primarily due to higher share
repurchases, partly offset by proceeds from the Chipotle IPO and lower net debt repayments.

As a result of the above activity, the Company�s cash balance decreased $457.3 million from December 31, 2005 to $3,803.1 million at
March 31, 2006. For the full year, the Company expects capital expenditures to be approximately $1.8 billion and debt repayments to be at least
$1.4 billion. In 2006 and 2007 combined, the Company expects to return between $5 billion and $6 billion to shareholders through share
repurchases and dividends. This guidance related to dividend and share repurchase does not take into account additional shares that may be
acquired by McDonald�s in connection with its previously announced disposition of Chipotle.

Debt obligations at March 31, 2006 totaled $9,911.4 million compared with $10,140.1 million at December 31, 2005. The decrease in 2006 was
due to net repayments of $323.7 million and SFAS No. 133 noncash fair value adjustments of $47.3 million, partially offset by the impact of
changes in exchange rates on foreign currency-denominated debt of $105.5 million and the consolidation of Malaysia.
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Restaurant Information

The following table presents restaurant information by ownership type:

Restaurants at March 31, 2006 2005
Operated by franchisees 18,375 18,340
Operated by the Company 9,468 9,142
Operated by affiliates 4,068 4,111
Systemwide restaurants 31,911 31,593
Risk Factors and Cautionary Statement Regarding Forward-Looking Statements

This report includes forward-looking statements about our plans and future performance, including those under Outlook. These statements use
such words as �may,� �will,� �expect,� �believe� and �plan.� They reflect our expectations and speak only as of the date of this report. We do not undertake
to update them. Our expectations (or the underlying assumptions) may change or not be realized, and you should not rely unduly on
forward-looking statements.

Our business and execution of our strategic plan, the Plan to Win, are subject to risks. By far the most important of these is our ability to remain
relevant to our customers and a brand they trust. Meeting customer expectations is complicated by the risks inherent in our operating
environment. The informal eating out segment of the restaurant industry, although largely mature in our major markets, is also highly
fragmented and competitive. We have the added challenge of the cultural, economic and regulatory differences that exist among the more than
100 countries where we operate. We also face risk in adapting our business model in particular markets. The decision to own restaurants or to
operate under conventional franchise, license or joint venture agreements is driven by many factors whose interrelationship is complex and
changing. Our plan to reduce our ownership of restaurants may be difficult to achieve for many reasons, and the change in ownership mix may
not affect our results as we now expect. Regulatory and similar initiatives around the world have also become more wide-ranging and
prescriptive and affect how we operate, as well as our results. In particular, increasing consumer focus on food �from field to front counter�
presents challenges for our Brand and may adversely affect our sales and costs of doing business.

These risks can have an impact both in the near- and long-term and are reflected in the following considerations and factors that we believe are
most likely to affect our performance.

Our ability to remain a relevant and trusted brand and to increase sales depends largely on how well we have designed and execute
against the Plan to Win.

We developed the Plan to Win to address the key drivers of our business and results�people, products, place, price and promotion. The quality of
our execution depends mainly on the following:

� Our ability to anticipate and respond to trends or other factors that affect the informal eating out market and our competitive position
in the various markets we serve, such as spending patterns, demographic changes, consumer food preferences, publicity about our
products or operations that can drive consumer perceptions, as well as our success in planning and executing initiatives to address
these trends and factors or other competitive pressures;

� The success of our initiatives to support menu choice, physical activity and nutritional awareness and to address these and other
matters of social responsibility in a way that communicates our values effectively and inspires the trust and confidence of our
customers;

� Our ability to respond effectively to adverse consumer perceptions about the quick-service segment of the informal eating out market,
our products or the reliability of our supply chain and the safety of the commodities we use, particularly beef and chicken;
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� The success of our plans for 2006 and beyond to improve existing products and to roll-out new products and product line extensions,
as well as the impact of our competitors� actions, including in response to our product improvements and introductions, and our ability
to continue robust product development and manage the complexity of our restaurant operations;
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� Our ability to achieve an overall product mix that differentiates the McDonald�s experience and balances consumer value
with margin expansion, including in markets where cost or pricing pressures may be significant;

� The impact of pricing, marketing and promotional plans on product sales and margins and on our ability to target these efforts
effectively to maintain or expand market share;

� The impact of events such as public boycotts, labor strikes and commodity or other supply chain price increases that can adversely
affect us directly or adversely affect the vendors, franchisees and others that are also part of the McDonald�s System and whose
performance has a material impact on our results;

� Our ability to drive improvements in our restaurants, recruit qualified restaurant personnel and motivate employees to achieve
sustained high service levels so as to improve consumer perceptions of our ability to meet their expectations for quality food served in
clean and friendly environments;

� Whether our restaurant remodeling and rebuilding efforts will foster sustained increases in comparable sales for the affected
restaurants and yield our desired return on our capital investment; and

� Our ability to leverage promotional or operating successes in individual markets into other markets in a timely and cost-effective way.
Our results and financial condition are affected by our ownership mix and whether we can achieve a mix that optimizes margins and
returns, while meeting our business needs and customer expectations.

Our plans call for a reduction in Company-operated restaurants in the U.K. by re-franchising them to third parties, as well as the pursuit of a
developmental license model in between 15 to 20 additional markets and organizational changes to improve the performance of
Company-operated restaurants in other markets, notably Canada. Whether and when we can achieve these plans, as well as their success, is
uncertain and depends mainly on the following:

� Our ability to identify prospective franchisees and licensees with the experience and financial resources to be effective operators of
McDonald�s restaurants;

� Whether there are regulatory or other constraints that restrict or prevent our ability to implement our plans or increase our costs;

� How quickly we re-franchise or enter into developmental licenses, which we expect will vary by market and could also vary
significantly from period to period;

� Whether the three-year period during which we plan to make these changes will be sufficient to achieve them; and

� Changes in the operating or legal environment and other circumstances that cause us to delay or revise our plans to alter our ownership
mix.
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Our results and financial condition are affected by global and local market conditions, which can adversely affect our sales, margins
and net income.

Our results of operations are substantially affected not only by global economic conditions, but also by local operating and economic
conditions, which can vary substantially by market. Unfavorable conditions can depress sales in a given market and may prompt promotional or
other actions that adversely affect our margins, constrain our operating flexibility or result in charges, restaurant closings or sales of
Company-operated restaurants. Whether we can manage this risk effectively depends mainly on the following:

� Our ability to manage fluctuations in commodity prices, interest and foreign exchange rates and the effects of local governmental
initiatives to manage national economic conditions such as consumer spending and inflation rates;

� The impact on our margins of labor costs given our labor-intensive business model and the long-term trend toward higher wages in
both mature and developing markets;

� The effects of local governmental initiatives to manage national economic conditions such as consumer spending or wage and
inflation rates;

� Our ability to develop effective initiatives in underperforming markets, such as the U.K., which is experiencing a highly competitive
informal eating out market and low consumer confidence levels, Japan, which is experiencing slow economic growth and a
challenging informal eating out market and South Korea, which is experiencing improving, yet still low consumer confidence levels;

� The nature and timing of management decisions about underperforming markets or assets, including decisions that can result in
material impairment charges that reduce our earnings; and

� The success of our strategy in China, where we are planning significant growth, including our ability to identify and secure
appropriate real estate sites and to manage the costs and profitability of our growth in light of competitive pressures and other
operating conditions that may limit pricing flexibility.

Increasing regulatory complexity will continue to affect our operations and results in material ways.

Our legal and regulatory environment worldwide exposes us to complex compliance, litigation and similar risks that affect our operations and
results in material ways. In many of our markets, including the United States and Europe, we are subject to increasing regulation, which has
significantly increased our cost of doing business. In developing markets, we face the risks associated with new and untested laws and judicial
systems. Among the more important regulatory and litigation risks we face are the following:

� The difficulty of achieving compliance with often conflicting regulations in multiple state or national markets and the potential impact
of new or changing regulation that affects or restricts elements of our business, such as possible changes in regulations relating to
advertising to children or nutritional labeling;

� Adverse results of pending or future litigation, including litigation challenging the composition of our products or the appropriateness
or accuracy of our advertising or other communications;
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� The impact of nutritional, health and other scientific inquiries and conclusions, which are constantly evolving and often contradictory
in their implications, but nonetheless drive consumer perceptions, litigation and regulation in ways that are material to our business;

� The risks and costs of McDonald�s nutritional labeling and other disclosure practices, particularly given differences in practices within
the restaurant industry with respect to testing and disclosure, ordinary variations in food preparation among our own restaurants, and
reliance on the accuracy and appropriateness of information obtained from third party suppliers.

� The impact of litigation trends, particularly in our major markets, including class actions involving consumers and shareholders, labor
and employment matters or landlord liability and the relative level of our defense costs, which vary from period to period depending
on the number, nature and procedural status of pending proceedings and the possibility of settlements or judgments;

� Disruptions in our operations or price volatility in a market that can result from government actions, including price controls,
limitations on the import or export of commodities we use or government-mandated closure of our or our vendors� operations;

� The risks of operating in markets, such as Brazil and China, in which there are significant uncertainties, including with respect to the
application of legal requirements and the enforceability of laws and contractual obligations;

� The risks associated with information security and the use of cashless payments, such as increased investment in technology, the costs
of compliance with privacy, consumer protection and other laws, costs resulting from consumer fraud and the impact on our margins
as the use of cashless payments increases; and

� The impact of changes in accounting principles or practices (or related legal or regulatory interpretations or our critical accounting
estimates), including changes in tax accounting or tax laws (or interpretations thereof), which will depend on their timing, nature and
scope.

Our results can be adversely affected by disruptions or events, such as the impact of severe weather conditions and natural disasters.

Severe weather conditions (such as the upcoming hurricane season), terrorist activities, health epidemics or pandemics or the prospect of these
events (such as the potential spread of avian flu) can have an adverse impact on consumer spending and confidence levels and in turn the
McDonald�s System and our results and prospects in the affected markets. Our receipt of proceeds under any insurance we maintain for these
purposes may be delayed or the proceeds may be insufficient to offset our losses fully.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There were no material changes to the disclosure made in the Annual Report on Form 10-K for the year ended December 31, 2005 regarding this
matter.

Item 4. Controls and Procedures

An evaluation was conducted under the supervision and with the participation of the Company�s management, including the Chief Executive
Officer (CEO) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the Company�s disclosure controls and
procedures as of March 31, 2006. Based on that evaluation, the CEO and CFO concluded that the Company�s disclosure controls and procedures
were effective as of such date to ensure that information required to be disclosed in the reports that it files or submits under the Securities
Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange
Commission rules and forms. Such officers also confirm that there was no change in the Company�s internal control over financial reporting
during the quarter ended March 31, 2006 that has materially affected, or is reasonably likely to materially affect, the Company�s internal control
over financial reporting.
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PART II � OTHER INFORMATION

Item 1. Legal Proceedings

On July 9, 2004, the following shareholder derivative action was filed in the Circuit Court of Cook County, Illinois, Chancery Division, (Case
No. 04CH10921) (Marilyn Clark, Derivatively on Behalf of McDonald�s Corporation v. Jack M. Greenberg, Matthew H. Paull, Michael J.
Roberts, James A. Skinner, Stanley R. Stein, Gloria Santona, Fred L. Turner, Michael R. Quinlan, Hall Adams, Jr., Charles H. Bell, Edward A.
Brennan, Robert A. Eckert, Enrique Hernandez, Jr., Jeanne P. Jackson, Donald G. Lubin, Walter E. Massey, Andrew J. McKenna, Cary D.
McMillan, John W. Rogers, Jr., Terry L. Savage, Roger W. Stone, and Robert N. Thurston). This suit is purportedly brought on behalf of
McDonald�s Corporation against several of its current and former directors and officers (collectively Individual Defendants), and the Corporation
as a nominal defendant. Clark contains allegations similar to the federal court complaint, with additional allegations that the Individual
Defendants participated in or failed to prevent the alleged securities fraud violations described above. Clark alleges that these acts or omissions
by the Individual Defendants constitute breaches of fiduciary duty, abuse of control, gross mismanagement, waste of corporate assets, and unjust
enrichment. Clark seeks judgment in favor of McDonald�s Corporation for (1) unspecified damages sustained by the Corporation; (2) injunctive
relief restricting the proceeds of Individual Defendants� trading activities or other assets to assure the Corporation has an effective remedy;
(3) restitution and disgorgement of all profits, benefits and other compensation; and (4) attorneys� fees and costs. On May 3, 2006, Individual
Defendants filed their motions to dismiss the complaint.

On January 30, 2006, the following shareholder derivative action was filed in the Circuit Court of Cook County, Illinois, Chancery Division,
(Case No. 06CH01950) (Philip Bufithis and Thomas Bauernfeind v. Hall Adams, Jr., Edward A. Brennan, Robert A. Eckert, Jack M. Greenberg,
Enrique Hernandez, Jr., Jeanne P. Jackson, Walter E. Massey, Andrew J. McKenna, Cary D. McMillan, Matthew H. Paull, Michael J. Roberts,
John W. Rogers, Jr., James A. Skinner, Anne-Marie Slaughter, and Roger W. Stone). Like Clark, this suit is purportedly brought on behalf of
McDonald�s Corporation against several of its directors, officers and a former officer (collectively Individual Defendants), and the Corporation as
a nominal defendant. Bufithis contains allegations similar to the lawsuits described above, claiming that from 2001 to 2003 the Individual
Defendants participated in or acquiesced to improper undisclosed accounting practices, in alleged violation of federal securities law. Bufithis
alleges that these acts or omissions by the Individual Defendants constitute breaches of fiduciary duty, and seeks judgment in favor of
McDonald�s for unspecified damages sustained by the Corporation and unspecified equitable relief, as well as attorneys� fees and costs. On
May 3, 2006, Individual Defendants filed their motions to dismiss the complaint.

Item 1A. Risk Factors

This report contains certain forward-looking statements which reflect management�s expectations regarding future events and operating
performance and speak only as of the date hereof. These forward-looking statements involve a number of risks and uncertainties. These and
other risks are noted in the Risk Factors and Cautionary Statement Regarding Forward-Looking Statements following the Management�s
Discussion and Analysis.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table presents information related to repurchases of common stock the Company made during the three months ended March 31,
2006.

Issuer Purchases of Equity Securities

Period
Total Number of
Shares Purchased

Average Price Paid
per Share

Total Number of
Shares Purchased

Under the Program *

Maximum Dollar
Amount that May Yet
Be Purchased Under

the Program *
January 1-31, 2006 11,144,109 $34.71 11,144,109 $1,806,003,000
February 1-28, 2006 8,876,411 $35.94 8,876,411 $1,486,988,000
March 1-31, 2006 9,480,888 $34.68 9,480,888 $6,158,150,000
Total 29,501,408 $35.07 29,501,408 $6,158,150,000
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* In October 2001, the Company announced that its Board of Directors authorized a $5.0 billion share repurchase program with no specified
expiration date. In March 2006, the Company�s Board of Directors authorized an additional $5.0 billion to this share repurchase program,
for a total of $10.0 billion. The Company repurchases shares directly in the open market during limited time frames in each month
consistent with its internal trading policies, but also repurchases shares under plans complying with Rule 10b5-1 under the Securities
Exchange Act during periods when it is prohibited from making direct share repurchases under those policies.
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Item 6. Exhibits

  Exhibit Number        Description    

(3) (a) Restated Certificate of Incorporation, effective as of March 24, 1998, incorporated herein by reference from Form
8-K, dated April 17, 1998.

(b) By-Laws, as amended and restated January 26, 2006, incorporated herein by reference from Form 8-K dated
January 26, 2006.

(4) Instruments defining the rights of security holders, including Indentures: **

(a) Senior Debt Securities Indenture, dated as of October 19, 1996, incorporated herein by reference from Exhibit
(4)(a) of Form S-3 Registration Statement (File No. 333-14141).

(i) 6 3/8% Debentures due January 8, 2028. Supplemental Indenture No. 1, dated as of January 8, 1998,
incorporated herein by reference from Exhibit (4)(a) of Form 8-K, dated January 5, 1998.

(ii) Medium-Term Notes, Series F, due from one Year to 60 Years from the Date of Issue. Supplemental
Indenture No. 4, incorporated herein by reference from Exhibit (4)(c) of Form S-3 Registration Statement
(File No. 333-59145), dated July 15, 1998.

(iii) Medium-Term Notes, Series G, due from one Year to 60 Years from Date of Issue. Supplemental Indenture
No. 6, incorporated herein by reference from Exhibit (4)(c) of Form S-3 Registration Statement (File No.
333-60170), dated May 3, 2001.

(iv) Medium-Term Notes, Series H, due from one Year to 60 Years from Date of Issue. Supplemental Indenture
No. 7, incorporated herein by reference from Exhibit (4)(c) of Form S-3 Registration Statement (File No.
333-92212), dated July 10, 2002.

(b) Subordinated Debt Securities Indenture, dated as of October 18, 1996, incorporated herein by reference from
Exhibit (4)(a) of Form 8-K, dated October 18, 1996.

(i) 7.31% Subordinated Deferrable Interest Debentures due 2027. Supplemental Indenture No. 3, dated
September 24, 1997, incorporated herein by reference from Exhibit (4)(b) of Form 8-K, dated September 19,
1997.

(c) Debt Securities Indenture, dated as of March 1, 1987, incorporated herein by reference from Exhibit (4)(a) of Form
S-3 Registration Statement (File No. 33-12364).

(i) 8 7/8% Debentures, due 2011. Supplemental Indenture No. 17, incorporated herein by reference from Exhibit
(4) of Form 8-K, dated April 22, 1991.
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(ii) Medium-Term Notes, Series D, due from nine months (U.S. Issue)/184 days (Euro Issue) to 60 years from Date
of Issue. Supplemental Indenture No. 18, incorporated herein by reference from Exhibit (4)(b) of Form S-3
Registration Statement (File No. 33-42642), dated September 10, 1991.

(iii) Medium-Term Notes, Series E, due from nine months (U.S. Issue)/184 days (Euro Issue) to 60 years from the
Date of Issue. Supplemental Indenture No. 22, incorporated herein by reference from Exhibit (4)(b) of Form S-3
Registration Statement (File No. 33-60939), dated July 13, 1995.

(d) McDonald�s Corporation 2002 QSC Rewards Program, effective as of February 13, 2002, incorporated herein by
reference from Exhibit (4) of Form S-3A Registration Statement (File No. 333-82920), dated March 14, 2002.

(i) Prospectus dated March 15, 2002, incorporated by reference from Form 424(b)(4) (File No. 333-82920), filed
March 20, 2002.

(ii) Prospectus Supplement (to Prospectus dated March 15, 2002) dated March 4, 2003, incorporated by reference
from Form 424(b)(3) (File No. 333-82920).

(iii) Prospectus Supplement (to Prospectus dated March 15, 2002, and to Prospectus Supplement dated March 4,
2003) dated September 25, 2003, incorporated by reference from Form 424(b)(3) (File No. 333-82920).

(10) Material Contracts:

(a) Directors� Stock Plan, as amended and restated March 24, 2005, incorporated herein by reference from Form 10-Q, for
the quarter ended March 31, 2005.*

(b) McDonald�s Excess Benefit and Deferred Bonus Plan, effective January 1, 2005, as amended and restated June 2,
2005, incorporated herein by reference from Form 10-Q, for the quarter ended June 30, 2005.*

(i) First Amendment to the McDonald�s Excess Benefit and Deferred Bonus Plan, as Amended and Restated June 2,
2005, filed herewith.*

(c) McDonald�s Corporation Supplemental Profit Sharing and Savings Plan, effective as of September 1, 2001,
incorporated herein by reference from Form 10-K, for the year ended December 31, 2001.*

(i) First Amendment to the McDonald�s Corporation Supplemental Profit Sharing and Savings Plan, effective as of
January 1, 2002, incorporated herein by reference from Form 10-K, for the year ended December 31, 2002.*

(ii) Second Amendment to the McDonald�s Corporation Supplemental Profit Sharing and Savings Plan, effective
January 1, 2005, incorporated herein by reference from Form 10-K, for the year ended December 31, 2004.*

(d) 1975 Stock Ownership Option Plan, as amended and restated July 30, 2001, incorporated herein by reference from
Form 10-Q, for the quarter ended September 30, 2001.*

(e) 1992 Stock Ownership Incentive Plan, as amended and restated January 1, 2001, incorporated herein by reference
from Form 10-Q, for the quarter ended March 31, 2001.*

(f) 1999 Non-Employee Director Stock Option Plan, as amended and restated September 12, 2000, incorporated herein by
reference from Form 10-Q, for the quarter ended September 30, 2000.*

(g) Executive Retention Plan, as amended and restated December 1, 2004, incorporated herein by reference from Form
10-K, for the year ended December 31, 2004.*
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(h) McDonald�s Corporation Amended and Restated 2001 Omnibus Stock Ownership Plan, as amended and
restated March 18, 2004, incorporated herein by reference from Form 10-Q, for the quarter ended June 30,
2004.*

(i) First Amendment to the McDonald�s Corporation Amended and Restated 2001 Omnibus Stock Ownership Plan,
effective February 14, 2006, filed herewith.*

(i) Form of McDonald�s Corporation Tier I Change of Control Employment Agreement, as amended,
authorized by the Board of Directors, on December 3, 2003, incorporated herein by reference from Form
10-K, for the year ended December 31, 2003.*

(i) First Amendment to Tier I Change of Control Employment Agreement, effective January 25, 2005, incorporated
herein by reference from Form 10-K, for the year ended December 31, 2004.*

(j) McDonald�s Corporation 2004 Cash Incentive Plan, effective as of January 1, 2004, incorporated herein by
reference from Form 10-Q, for the quarter ended June 30, 2004.*

(k) Senior Director Letter Agreement between Donald G. Lubin and the Company, incorporated herein by
reference from Form 8-K dated May 10, 2005.*

(l) Arrangement between M. Lawrence Light and McDonald�s Corporation, incorporated herein by reference
from Form 10-K, for the year ended December 31, 2004.*

(m) Form of Stock Option Grant Notice, incorporated herein by reference from Form 10-Q, for the quarter
ended June 30, 2005.*

(n) Form of Restricted Stock Unit Award Notice, incorporated herein by reference from Form 10-Q, for the
quarter ended June 30, 2005.*

(o) McDonald�s Corporation Severance Plan, effective April 1, 2006, filed herewith.*

(12) Computation of ratio of earnings to fixed charges.

(31.1) Rule 13a�14(a) Certification of Chief Executive Officer.

(31.2) Rule 13a�14(a) Certification of Chief Financial Officer.

(32.1) Certification pursuant to 18 U.S.C. Section 1350 by the Chief Executive Officer, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

(32.2) Certification pursuant to 18 U.S.C. Section 1350 by the Chief Financial Officer, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

* Denotes compensatory plan.

** Other instruments defining the rights of holders of long-term debt of the registrant and all of its subsidiaries for which consolidated
financial statements are required to be filed and which are not required to be registered with the Commission, are not included herein as the
securities authorized under these instruments, individually, do not exceed 10% of the total assets of the registrant and its subsidiaries on a
consolidated basis. An agreement to furnish a copy of any such instruments to the Commission upon request has been filed with the
Commission.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

McDONALD�S CORPORATION
(Registrant)

May 9, 2006 /s/ Matthew H. Paull
Matthew H. Paull

Corporate Senior Executive Vice President and Chief Financial
Officer
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