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At McCormick is

shared by employees around the world

This passion has been the foundation of

our success throughout the Companys

rich 120 year-old history It enabled us

to deliver year of solid growth and

financial results for 2009 in the midst of

challenging economic environment

McCORMICK COMPANY 2009 ANNUAL REPORT



Across our global operations we

achieved $42 million of cost savings

exceeding our goal by



Our largest production facility in

the U.K was named Sustainable

IVianufacturer of the Year by

leading manufacturing publication

in recognition of recent 48%
-_

rise in recycling 14% reduction in

electricity usage and 13% reduction

in water usage

2007 2008 2009

For second consecutive year we
reduced our cash conversion cycle

by days which helped boost our

cash flow from operations to

record $416 million
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LLOW HARLHOLDbRr

Wh globa ceoioniic

cor dto god at

con par irs 2009 was

coot in year of cc rn

fina icial per for ii we arid

000 op rationa act eve

meet at IVicE ormich For

example

Whie et sales rose

sighdy the ncr case no bra

crrenry was

od by Comproh

ye Coot ions mprovc

merit CCh program we

vxcc eded sun expense

duct on goc by 40 Jo ye mg

$42 sit on of cost cv

We rxr rd can ng per Wi of

$2 27 ra hr top end $2 24 to

52 28 goal for 2009 On comparab

ha is vao an rcroise tO

ho bowrng five iy ret ir ton in 2008

roe vod our goi to reduce our cash

inverse cycle iO or rye diys in

2003 help ig to bo ash ow fr sri

sperat to rc ord $416 niilrion

Fr icr siore vitl the gnifrcirt caW

generited by oir bnsrners we lowered

the debt ri fated to our acqu sitron of

Lsw ys 2008 and rsiamnti ned our solid

ha ar cc shoot also ii ed as ito pay

vdonris to osr ef olderft nc easing

iew paymer to by in 2009

Hestr ic or ng ict on favo able

noon ws siix md CCI our onqoir

initiative to redu costs srouo ut cur

operations combined to push our gno

fit narq to 41 wmpared with

43 60 Fe iQO ffr at err of th

awry bus iess th few additional

costs was ilso on mportint drrvc of th

arqin iprovement

With higher marg is we arc fr elrng ou

nvestments to irive gromth In 2009 we

nvestrd in leading bronds witi

$20 roil on of ocrementil mar etirg

ippor
behind ccv ry ho iday

cove Smog irrd em ud mut lcu iou

Liwrys now products cxpaided distrr

but on arid rigne rnarlcetng support

ocrease eons mer hr sioess

sales mhen rsieacured oral err rency

lie udirng the impact of unfavor iblO

cur ren exchange rateu we achoved

icr of its To ho Ii ou conoums ant

nduutr eqriento id
rig

the npact

of estr ictc Fog rgeo FOLFS oil

terns we ri ceased operst ig rrcome by

16 to consrn or isness arid

for our mdc sti nab bus iess

While ir ot ventc re Mexico iad

mecesOu year wit iles in oral

ency up ie oft coot ibu

co from so bus iess wis hampeied

an infavorable in re mpact

Overcoriimng dec inc in ocome from

iconso ited openatnona as well as

higher tax ate we grew 2009 earn ngs

per share 10 on corsiparabbo basis

rvth 2008

At the core th extiaord nary

perfor im cc is the one ir gredient that

be eve separates McCormick oni

other compan Es what refer to as

McCormicks pass on foi flavor which

yes with our er ipboycea around the

re This passion inspn es ou product

rnnovat on arid fue our rye to grow

sales arid mprove iia qos year ofte

year through strat i0 eotmento in err

bus ness

14



passion for flavor

More man st an ar ua repor 150

McCorrx oks iss on for flavor

foundato our husness

at pt is sos thr mportar Ce

iti if WE

Km any taste p1 iys key roft air

mel Ft rose vey

continues ra at we

rose toeat cadofqrlty oatt

conver mu To that end rash ye

rca ary experts convere or rc

cad
rig

Lr fs from id ftc word

ft at mt ends or bl sh or

agedy ntr ipaS Flavor Foc aM

quaty mpor ant to oat nq mr

ir out mat on the so cepts

hea tn/we new and onven ewe fhus

paseon for avor tiKcs towar

aducts that cor ate th co isuri em

wI do ia id ior if eat aste

xar iplo the ft eec it

chr dry sewor mg XE

crost ftfcrn re err ited to row

MSG sar stat cm atf ca avors

mar soft on cor tn ro trend

rtor cots imes eatng at iomc Nt

Pi fl t5 CO

ow so we iw itmcd of rode ed

od ye sans om ol ri os

popi profurL to pcOn reers

Id cm itt cerns as ra

one

rry iryweaeielp sue
to cc r3 by ox di iq

or pop Vah ne desse brand

city Tr XC5 cOOJr

ovahon afto ta ow nd is ml

en oroo

vo oped fo idi ni or qc

serv resS 13 of nd st .a

cs Q9 cm rod

au ed the past Ut cc year

TI pass for ivor cur th

acute mns of ma et cds PEE er

cu os Ii is ted at env pic to

the marketplace icr ou nds

cM geograph ets or ch rr

or thr pee and car atej

can egf ri

rcreM uS

We ire pport our ands

record levels of 01

ow troe years The elf if

cur sper dr rat duo ease Ic

cxc mp 2009 our ft Irr

nt to eve tha ft

Lurope me ded ti iE

rots ir rr dret co sipi Tr

orce the cdc er va ii

pod sf5 wth consar va card

oe orpona as ft
mdc

nt ads featu cd yr to or

.n xpons ye ea th or rod Jrts

We se we oxtcr dod our

roc roar hc

ce va idat cm

oPts of cul sp
Fe to cor ur ers

ft mi the a/Pac hr

We cy ng

rc at sf th food

cry cc fustry fro ce
ar extr expert to flcvor

ar ncr Hay ip tr rdc Sc m/
Pies mm UK uc rretyHmr

MW or ck Ws an gr

con cc dc

thctdrypi kig dtbc so

kouso sfc np syser

pa rue fI ivor nt uu

grow globally as pand or

to rcruforco th value of

our branded products

we ire reased our coupo

and promotion activity in

ranco anc othe major

irkcts

Wo relaunchc our dry

seasoning rnixs to help

consumers who are

ncr easrnqly prup ir
rig

neals at hums eat well



wgraph tootpr nt doveloprnq

io3rl cm 0k uw Oe past

years we dor ed the eber of major

COne tres where mnsumers can

purchase ir products

On passror for flavor sets the rect or

for our qursr on ra tegy wI rh

rena ns key growtt tratrve his

now beer ore thar years ore ace

acqur awrys ir or prof rorn th

us has cxceeded our expectatrc us

our largest acqu at or to da and

iave herr plcsed wth tl rosu ts

accomp od by ntoq atron te

Gor ig forward wr out nue to cur

ir tkol of great brar ds wrth qu

is bath dove ooed and emerg rig

Leveraging our busmess around the gobe

add trr ri to yr lrtrrre sa es growth

oar er iyoeu ave be ome rx ore adopt

at inag ng ostr margins an cash

vo years ago object vos ar

rt mured cur pertor mance mt what

call McCorcn oh Pr of er th

iprouc ml ol omo eroents our CCI

ffo to oh bus ne reward for

both ncreas ng profrL and managing

C\ orl ig caprtal Our hrgher na qr is arid

sr ortor oh convc rox yr Ic do mon

ate 0f Fr von mu su essfu ly

manag ng througF SFfi rIt or onmer

90 are in ed to operatrng our

bus no so crsta nab manner Sr ice

2005 ir global opmatror have educed

greenhouse gases oy 24 water usage

b9 l9 md erectr crt unce 14

Our pact or the ices where we

ope ate extends to ngror wherc mdc

per den fa rTners grow sprcos arid ierbs

Dur irig 7003 we funded constructron

of two nem ealth rnrcs idones

wh cli wrt ood dovastat rig ea th

quakes and ho tied reat any svho were

urcd

Our emp oyoeo ar ne cart or orrr

husrness and we 00cr ate wrth strong

sot vu ues Our Multro Managcment

phrlosop iy etabl sned ir 1932 encour

iges
the part crpafon md riclc non of

ployees Ii thro pir we are pIe

nenihrig McCormrcKs Ffrgi Porforncancc

System wh oh enco rages teamwork

mr is med to bott aim ig lower

tur novor ard greater off ciency \e

have stro mg cu ture of espect for one

mother hat extends to our supplre ir

custoror rs id ir ornrn rnitres

Growing forward

fiwo kc growth character rstrcs dror

gu sh McCor ck bode we for the

Companys abIrty to compete scrccess

ully the obal marketprace

rrst and rore iiost we mro globa

cader rn the profitable ar owrr sprce

an seworirrigs retail prodc ct categoy

Wt at mtcuory ve ave the broadest

ne of pr du tu tronn ec anomy prccd

nore ids to pc nrum gorr met rterns

esult we ency 51 iig cango

ire our iaror gcoor aoh markets

Second on rstr srde of ir

omness wc provrde broad ange of

avo solutro ns to tI lead mod moot

2009 we funded

constructron of two new
health clinics Indonesia

to support the local spice

farmers

era

The category share of

McCormrcks spice and

seasoning brands in our

top four geographic

markets far exceeds that

of the next largest

branded competitor



mop ab iu nat es

mc many the ItO

nat ona pa kagcd cod ix ar rf acre

71 of isom stomms icy on sfor

lie sieton and nnovat ye otoducts

these anti coup cd tr

fur od approact to map
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111 om on at nvcstr lie it tie
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ng ieee exit omc mono
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lolnvor sold bnir nra 05 ut as cue

1110 orwmnd

Acknowedgrnents

ig ret tement di iOrdo

md CEO carly 2008 Bob cv

to red the Bo mrd of Drn cc tots

2009 to ii year Ut at xia

ti uro Mb strer 9th tie 13

govor ar by tr met 1011I19 to pr ii

ndc per dent di ectora He nOn

en sott rig strategy up

ooJc arcc arid act evnnq iF

wo 3d rbe to perco ii an ml

Us Cc ill sin and wry ci to

7009 Ic Be Proa Jo

ii siar Bolaton mood tie Co 71

Management un on

Led Lyymm Boa me bore

McCo cc adcr Ill tear the

it caper iico and ii vatno

niianagi tO 190 ngec mc ic

cost he mba
31

Ti
191 ropo

Is low 01 7500 xi oyi

tE 10 1pM it 110 de O0 ii

tt Ii or 0110197 Cl rc

rr sum hi McC

cr1 po cvorywmere irthcr Cc

v1orl arid aci omp ir onts Topi

so It rv np mm cc ar 1cr ln

ncoasrg aehaidprort

mppi wrate so ori tnd

pp irt aid hop ft Co 01

alnaroUdeyo mroo to Anco.r

OF ed gromth rccs

SC SC so

McCormicks

Management Corn mittee

celebrated 10 years on the

Nw York Stock Excharrpo

durrng 2009 Mark

1inbre Chuck ngmead
UrIc Per rh an Wrlsorr

Gardon Stet Lawrcnm

un

In January 2010

FORtUNE nagazrne

named McCorr mink to its

100 Best Comoanies to

Work For list Alan stand
Our culture and people

coupled wrth our long

track record of growth arrd

pertormant make

great ernpl yer

MiCorrrrrck wrll he the

locdrng glc ml sapplrer

of value added flavor

olutrons Burldrng on

Orong briu ds and rnnovm

frye pro lucte we wrIl be

th recognrzed leader rn

provrdrng superior qualrty

value and servie to

customers mnd consume
around the world



Our worldwide team of

400 researchers and

product developers use

our propnetary Oeatell

process to accelerate

our new-product

development cycle

With imag mabon and

bit of fun our product

development team in

France ipictu red below

helped extend our

popular Vahinb brand of

dessert items to lb of

mixes to prepare

dehcious items like flans

and cakes

Wf is irn oday icreasinq

vm wcnm ii so ors iid

good vi uo taste rema ns the ultimate

factor wher choosinq food As rmult

bold SVO iutheniic ethnic cu sine

aid que combina ions along with

radit ona favo it is arc top cf nd whcn

ordci ing or oi iing ii

In thr case McCoi mic is at the

icc of the ivor sol tion cv th tastefu

ovitions ano deas around the vuor

We rca sin our ndust eade up by

ins tir with culina expe ir various

qlobai markets to idcrr ify merging

trcndu food and food
pi opsiat on

Sror nd world or tm of 400

sear heis arid product developeis

translatn th un que nsight into uew

producm for consumers arid istomers

usirq ir pioprie ary nate recess

which hr ngs together llavoi developers

cu niary hefs scnsory expcrt and

co sumeis to va date arid acce eratc on

pioduct velopi rt cycle

In addit on to continually

rca ing new flay so Lions

in make sum ii existing

product Ii in emains propeily

gnei wmth na ket needs Foi

exanup co addiess consumers

changii die ary ne da we

elauncf ed Try seasoning

nixe in the U.S iefoi mulating many

these products to emove MSC trrnsift

and art ficial flavors and to featuin our

natura spices arid herbs Ss part of

if relaunch we updated packaging

des gns and improved ii store displays

If is marketplace us ght coUpled with

br us nai keting led to un

nirease sales of these pioducts In

additior wc introduced new versions of

on Za La rains tee en rum ii rg rhe tate

of New Orleans as we as Simp Asia

season ng nixcs to help consumers

in create dishes they en oy when

dining out

In Fiance Vahine is wel -known

bra with iep tat on for qual ty

ingred ents ud expertinc ii uelp ng

co isumeis orepare qieat desse is We

ecently extended our oduct range

with eight nevv var eties cake xes

These prem rim products Teliver the

supei or favor of rench patisser shops

th easy at home prepaiation Also

uroe wc introduced inc of Ducros

Selections for fieq uent mers of erbs

and spices and additional ble uds of our

Scuwamtz flavourful recipe mixes the

which mnta unique ble uds of

ow roasted wholc spices and herbs

On product range ii Chna nt ludes

not oily spices and seaso uings hut

cord ments sucf as sauccs and ams

Nec McCoi mick riney ams this

market conta honey as natnia

sweetener md are being used aN

soread or ii Ir rstra where we

have the nuinbe one rv irket sha

HV



gel tm vvrtn OL Aoroplan ly
bra

wve row loveloped Crein jnH

gelat prepared rmsmng any fuvor to

hover age

ook ig ad we am particular

cxc ted dOO two ow prod non hat

oorfor ned we 2009 tost ma kots

Perfect Piner on easy to wplorc

ow lavorn am reato nsf mr oals

\V th vaunt oc ye onsolrdateci

sn ed tb cc mot ices

season blends hom corr mmcm wHo

pro to measure the ngmodmerts anl

How cope we ocveroped cope

lnspmrinons Will nix var to such

is gi he and rio fajmtas ar one iry

auto ct oWn an pota tot locmp

pmrauor tvost on io irnr am

and nt odr cc cons Jr rs to to or

riey ay no uvo used boFort

tastefu nnova on alsc ken

00 hr idustual de or

ausrnc ss oooerv cc torn

ri otlic food ro in ifac mrors rr to

Mc or oW nr rovat rite in 1or ap

rrnovat On that or tm rid and or tar ge

ith consurn lr Hi each oF tl

ye yoars any vhcre tr rn 13

15 of iniual sacs iavc corre or

products ntroducod he proced ng

years furtJem va d3lcs oa

atoll rnothodr logy wh

pan rnrarkr tF rough cc

pro Ice wrn itC oF 35 or Li

iodorvrcc ccston or ird /0

7ood rr anufact rem hce ate so

nte nar onal market 2009

irked vrth argo it at

cc vce rstiarar dove op

ovrdc avors for un tier of eo

nrc toms

atr 10 ar iovat on far mn ar

ayn major npor

th etC tr oy

Recipe Inspirations feature

premeasu red prces and

collectible recipe card

th it make rt easy to crealr

flavorful als at homc
Our marketing xperts arid

ales tcam are launrhmg

thase inncvative products

in 2010

Wth new Create Jelly

cenurr em icr Australia

aver gelatin with their

Favorite beverage We

grew sales of Aeroplane

oroducts 41 rr 200e

very year since 2005

between 13 arid 18c
of our industria busmnos

sales have corn from

new products launched in

the preceding three year



ONNEfr ON WITH CONLJMLRS

McCormicks products

are typically less than 10%

of the cost of the meal but

90c of the flavor

Consun em around the orld know us

by any flames NieCe meN

U.S Australi Ch ld Latin America

Sciwartz in the UK Club House in

Canada ld Ducro in rance ldd tio

to aur broad cs of spices and sea con

cgs popular biands like Vahine Gill

Mates Zatararn and Ac oplanc have

the own loyal following

Wh Ic the names may vary the

co cnecr on th or suriru cur is %ci

em rywhero He ping to rc infoice that

bond are ou aggri ssive brand mx ketrr

efforts Just we dor cave product

lnovatrorr to chance so too are we

ie ct in measurr the offm trvenoss of

our 1otorr and adve tin ng prog ams

to ensuie we remain propei aligned

th market expectations and

oppoitunit es

In 2009 arge po ton of oui

marke ng spend had reV ins that

exceeded industry averages We aie

achievirg ft salts from engcgirrg

ads hat are cost he ent and expertly

placed us ng audit ta.geting Hi

xamp vve gi North Amei can sa

of Grill Mates th U.S and Grille in

Canada bk 20 anks large pa to

comprehensive mar Net campaigr

In rem rrt years on ads have

phasized eorverr once eshness

and authentic flavors lrr 1e urrenf

economic enviro riierct rx ich of or

messag ng has been cc cmred on the

uer global ads feature

low cost ways to add taste

to potatoes and other

daily staples information

about the high antioxidant

level of spices and herbs

and how to master the

flame master the flavor

when grilling

10 PAN fl



vu of ou brands Of the tota cost

of meal ou sea on ins cuor cc nd

iades isp ser only penn

servrng to pit it ar othe way
\leConn otto ess ar 10

cost of the mea it 90 of the

iv lo de ver th value iT ossagc

ierease our coupon aetia ty and

on our orr ot ons 2009

on her or uric ads feaured

to pepim O\5 uO5t or al vh

produ.t

Sri arly we remain aeutey awa of

tf at ire sp ay and riierchandrs ng

ou prodrets and have made pica

iiprovemens me it years with the

trod rrt or of gray lyJeed she ng 4or

re spec cn season ig trodmts

iddtor seeind ydspays afo

00 reIn air riper taut part ra ly

danrg aclday pa rods

re al taring advan age if

aor tier on the Inter id arch

hi mo in ease ripe rant

we ire eng iqe eer er rs global

V\e are finding ways rv af rc to or

ta via ore it ye on iie ad aert sing

rid IC elarnrig thes cons irner

ii twO releva it ror tent ii onl cc

dye tang hr iS da ivered xi

ar 200 Iron vats to our ta list

yea iid one of on er pea was viewed

Oi lii every five seconds hO val dates

or is both tl mpor moe if the

tve ad 00 feetrveneaa evm ig rig

ic opp ii rty It ites or our

ad OK Sehwart avbsr vere

00 toward the end of 2009

Sr 2001 we tam ncreisrd on

nO trig sper din by ire ian 50

VSe ave act eyed goat ret ii ir is

no stri erit behu or aids or

fort er oppc rtur it es con wet lb

CC iI ii ers rrar ets aro inn word

Impressive store displays

get consumer attention

and incremental sOes In

Australia our selling team

he ped double aIes of

slow cooker seasonings
in 2009 with high impact

product nierchandisirmg

Our websit around the

world engage consumers

with rotor mation hat

includea low cost recipes

as well as dOm Oe meal

POas nforraatioi about

product shell and

Flavor Forum network

We have increased

marketing support behind

our brands more than

500 since 2004



Expans on into new naikets has

ed to broad global ootpent

and the product portfoho we

have today Club House in

Canada Sclrwarti the and

Ducros in France are number

one brands added through acqu

sition Across al of our ands

we supply pioducts to nearly 100

countries around the wor

ihe acqu rio or ieaoing

brands contnuos to be an

ntegral part of our growth

strategy or the past five years

we have lid average annual

sales growth of and

acqu nOons have accoun od for one third

of tF is increase Ii our developed

markets we are seekng con brands

like seasonings and man ados

ot Billy Bee honey oducts Products

th distinct flavor oft such as

mply Asia and /ataiains offer

compelling growth oppot tun ties We

have part cular inte est emerging

mat kets such as China and dia as we

dent fy acquisit on candidates

Our integration effectivoness nc reases

with each success ye acquisition After

comp et ng the transaction Ju 2008

our teams workod to To in the awry

business wth few incremental costs

exceeding our ojectod arnings

acci etion for the list 12 months We

have re gnited sa es growtf To the

Lawrys brand Eary in 2009 we

in reduced new educed sodiur

version of the conic Lawrys easoned

salt and two new marinades was

followed by fresh marketing campaign

the launch of additional arinade

Much of our business

today was generated by

the acquisrtion of eadrng

brands around the world

fresh marketing campaign

featured Lawrys new

reduced sodium product

12 MFANY AN\ AL UUUOR



ti retres tnd ar appeal nr bottle

desiar awi yN as been ir Ii gent

rs 01 to date and one of our most

Si rcsstu

or ii foodsc rvice customers

we wet ty cuiched out McCormick

or Wets aripa gn This nit at ye

noves us from sptce and herb expert

tr flavor partne As My part of thts

acts brand campaign we are nt

xc tig kavors aw
am ar ha tchen products to

resta rat chefs

Lcyo icqu sitmons we htve paired

dTtrthutton of at leading brands

oth Amer ca and Lot ope Fr

vu pr cod ott cm itt 2008 and 2009

Ci cv avc develope stror

rotf ol ft th Ivicftor mck brand cc

Is rtroo rctton 1990 The opportun

to ft tier expinsion is gnihcant

st ti past two yea we do rbled the

in iibei of major cities where consun ems

can purchase 00 products Through

our cc Hg etwo we are gain up

acer lent both modern grocery ste es

an trad orra street mar

Cver Ce past five years sales growth

or neusti mat bus ness to Asia has

Thu bu strong as we support the

expar son of uit national restaurants

and food man iCctuiers Productiort

capa ty of our plant in Thailand was

oently doub ed to accommodate hi

growth We also added cot diment

pta it in Son th Africa due increased

dem rod

\cquisit ens will continue to be

at roportant avenue for growth at

McCo mick Along ii new distribution

tcquis tons wit contir ue to exoard our

business nto new regtoris md new

product catego cc It at brmr flavor to

cot rsu me rs

ftc introduction of

acquired brands such as

Lawrys is part of our

McCormick for Chefs

cam par 91

Wl at Yr Put Otto It

Over the past five years
sales growth for our

industrial business in Asia

has been strong as we

support the expansion of

mi Itinational restaurants

and food manufacturers

13
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We view sustainability

as an integral part of our

business and essential to

our success

tru ournature

Since 2005 ow global

operations have reduced

greenhouse gases by 24c
wute usdge by 19c

electncity usage by 14c

and solid waste by 6c

new recycling unit in

our Atlanta Georgia

manufacturing facility

iecycles excess product

for use in animal feed

contnbuting to our 430

solid waste reduction in

this facility

Bufd ig on tui al fou idadon

noncom cm oth OvO ne commited

malong posit ye fferer cc in the ohal

omrn iriit es who we ye and wor

McCormick has lo ig us ory

cc cing pure uatuiu up cs and hei

md on at enUon to sustainab ty starts

it the fa m3 Our gloha sour ing tear

Cr vels thu mci to nonitor growing

ictivity and weatl em ondit ons on the

tarnm mc me gom of ovioi up my

matu tealthy crops We hive worked

offer tively ith far ners to improve crop

product on drying arid sO rage uethods

Our ongoinq 00 Oct VO yemr to year to

buy the highest qumlity spices and herbs

old rug
the best avon

As these iaw materiak utrive at

fan lit es for one ss ng we are

comiuuitted to nu nim ng our own npac

in the env ronment me 200o oui

globa opeiations have reduced green

ho tue gases by 24 water usage by

19 ectticity isiqe by 14 and solid

caste by GA

Our focus on suta nubility has resulted

mm other accomplishments as \vell

Our manukcturiirg faci Cu Atlanta for

exar pIe uas reduced its solid waste by

33 since 2005 In our largest pant ir

the we recently an ueved 48

rise recycling and educed elect icity

usaqe by 14/ ard watei usage by I3

In recognition of these auhievements

tstanding employee mnqagement

sustainab ity
efforts and SO 14001

.c tificatio th fac
ity was awaided

Sos ainable Man factor of the Yea

for 2009 by eadinq manufac

tui ers publ cation Susta rr ubility extci ds

to oui pac aging as well 2009 we

el nuinatcd 350000 pounds of cot ruqated
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oprr rr iter for ii foodscrv cc

od .1 lhn

V\e are so focused or the mpact of

products cot mers in 2007 we

foun led the McConr Sc enue nt tute

fva cc Wa tb henef .0 ii rary

cs ar ne bs tr An cac

Of an the kO a/fG ci ic eg on our

Supc Sprccs lye sing and websiU

in icc ati ig CO tme about the

ccG uf uS daUs

any err products fet

on ed sod ci vers ons of or Thor of

ost popu ar tems nc ud ng

Jar aba
ya ice mix Gull Mates

Mor ca Steak soasonirrg and err ate rt

idrt an aw ys seasoned sa as wel as

rr favorites nte ndt on cia ets

fr rts extend from thc alth

in ts to nic ieal ot the omm ties

on ch we open eqes attic

on up go is oond the wo whc re

Mc xr has provded support 2009

vr fundod cot tr or of two hea th

cs ndonesta ar ptovidcd donato

rgtiedevtatngeattfqiakes his

rc on On
corp orate giving gocs beyon

th itiat yes to edr cation vi onmei

oat hea th and velfai ivrc and

and aivcrs ty

01 cci rr for or anoit ic of rr

arc clv ues and
ri en p1oyees are

to shat itt their omtrru

In 1W U.S any crop ov es won

in ad an qht nuts ac year

ar do ate cit cvh ch etc

ched
ray Cot ipany war

art ft ployce thor ocatror

do nrc the mc ci energy to re sc

ds for lh oral cor imu ty TI

iar no recorjr zen cadets

ron un sv cc th at nuc aft ards

or 120 years McCorni ci poor Ic

ave va rt or dur rig cu trite tha

thrives today Our Mrtltip

Manwement phi osopN

thc foundation of this

ulturc and based

on the nclusion of all

employees encourag rg

icri particrpat orr in cv ry

ispect of ocir business

We are emphosra rag

thcse values with the

McCuini ce High Wi for

man System witch

toot yates our employees and cads

to better train lower turnover and

grea effc ency

Or ta ented and ororivated en ployees

are the ey ingredient of our success

We rc ccgn this and contin cc to nvc or

deve opment wo er ronm it

iere talents cart be applie at ci

rcwarded In 2009 wc added fuithcr

resources beiind ocir divcrs and

nc unon efforts as wel as en oyee

cornmun catior Ic ont truing

ri or rtor ocr piogrew wth employcc

urveys th tf for oia of two

reg ona Mu trple Maragenrent Boa

rye are ctrengtierirng our leadetohip

deveopmcn tat yes at our if or

McUormi we co about

our pact on tic env ronment mr

coisu acts the cots rcrunitreC it wh

we operate and wel being rd

advance cient of our empl yees tVe

vrcw suatainabr
ity

an iii egra car

of bcrs neso at ential to in

euccess It truly ii nat re

Our Multiple Management
Board in Mexico donated

to an organization that

provides support for girls

agw six to 13 who suffer

from poverty ar abuse

Ui kEL

ire peoetr of McCoec rk etc

key 09cr or

It ticS behevic

cainwot

gb peitoimenco

ci ovation

Corn err Ic ci ther

icc

if tHE
Sp1
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McCoirn ck ocntinL 3g husnesses

ae eporto sa ec oWb to pure

than SO yeais Owe 1999 sales have

grove at compound annual owl rate

of Da mg this ame year pci

earnings pci
shaic adj isted for stock

spht have giown 12 compou 3d

mual grow 11 ate Foi each of the past

CC year we have grown earn ngs

per share at doub dig pace We are

piouo to ncve accophsneo tns eve

of eas dur perod of vu aulity

both input costs and ui ency iate3 as

well as difficult ohal economy

W3ile oui strong biands leading

cc arke positio and iot vated

emp oyees ccc rnpoitan elements

this success eq rally portant

oir effective and custain3ble growth

srrategy imp ove marg ns nvest in the

business and giev sales and pioft

We am mprov ng margins with

ore avorab business mx and th

aggressive cost irductions In 2009 we

3ompleted hi oad res ctui ing plan at

resulted in ar 3ual savings of $6

million Increased product vity lowed

is to reduce the numbei of major manu

actui ing facilities 26/ and wrease

scces per facility by 66tc nec the

ognm began in 2005

Ongoing rout savings being

rca sed in each region and function

At our largest manufacturing

plant based in Maryland this

new high capacity blending

station does the work of six

smaller blenders and was
instrumental in the successful

integration of the Lawrys

business
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MANAGEMENTS DISCUSSION
AND ANALYSIS

The purpose of Managements Discussion

and Analysis MDA is to provide an

understanding of McCormicks business

financial results and financial condition

The MDA is organized in the

following sections

The in formation in the charts and tables in the MDA are for the

years ended November30 All dollars are in millions except per

share data We analyze and measure the profitability of our two

business segments excluding the impact of our restructuring activi

ties for all years presented as well as the impact of the impairment

charge that was recorded in the fourth quarter of 2008 and affected

our consumer business As such operating income and operating

income margin results for our two business segments exclude

these items All other results include the impact of these charges
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MA NA GEMENTS DISCUSSION ND ANALYSIS

RESULTS OF OPERATIONS 2009 COMPARED TO 2008

2009 2008

Net sales $3192.1 $3176.6

Percent growth .5%

Sales for the fiscal year rose slightly from 2008 Pricing

actions taken to offset higher costs added 3.8% to sales

while unfavorable foreign exchange rates reduced sales

5.0% for the year Favorable volume and product mix

combined added .7% to sales This impact includes the

acquisition of Lawrys less the reduction in sales from the

disposition of Season-All which increased sales by 3.1%

The Lawrys acquisition and disposal of Season-All took

place in July 2008

2009 2008

Gross profit $1327.2 $1288.2

Gross profit margin 41.6% 40.6%

In 2009 gross profit increased 3.0% and gross profit

margin rose 100 basis points The increase in gross

profit margin was due equally to more favorable mix of

business and cost savings initiatives

In 2009 sales in our consumer segment which carries

higher gross profit margin grew 3.3% while sales in

our industrial segment declined 3.4%.The increase in

consumer sales was driven by the Lawrys acquisition

Our Comprehensive Continuous Improvement program

CCI also boosted margins Total savings in 2009 were

$37 million of which $31 million improved gross profit

Improvements due to business mix and cost

reductions were partially offset by cost increases

2009 2008

Selling general administrative

expense SGA $846.6 $870.6

Percent of net sales 26.6% 27.4%

Selling general and administrative expenses in total

dollars and as percentage of net sales declined in 2009

compared to 2008 The underlying decrease in SGA
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reflects our efforts to manage expenses improve produc

tivity and integrate the Lawrys business with minimal

incremental operating expenses More specifically lower

expense levels were due to decreases in distribution

costs certain benefit expenses and other cost savings

partially offset by higher marketing support costs

Lower distribution costs were driven by CCI initiatives

and leveraging our existing distribution channels with the

new Lawrys business Retirement plan expenses were

lower due to changes in actuarial assumptions and higher

income on marketable securities

During 2009 we increased marketing support costs

$19.5 million or 15% large portion of the increase

funded new marketing campaign for Lawrys Other

products featured with incremental marketing support

included our revitalized dry seasoning mixes Grill Mates

new VahinØ cake mixes and in China honey jams

2009 2008

Impairment charge $29.0

In 2008 we recorded non-cash impairment charge to

lower the value of our Silvo brand intangible asset in The

Netherlands More details of the impairment charge are

discussed later in MDA

The following is summary of restructuring activities

2009 2008

Pre-tax restructuring charges

Recorded in cost of goods sold 2.5 4.5

Other restructuring charges 13.7 12.1

Reduction in operating income 16.2 16.6

Income tax effect 5.3 5.1

Reduction in net income $10.9 $11.5

Reduction in earnings per share diluted .08 .09

Pre-tax restructuring charges for both 2009 and 2008

related to actions under our restructuring program to

consolidate our global manufacturing rationalize our

distribution facilities improve our go-to-market strategy

and eliminate administrative redundancies More details

of the restructuring charges are discussed later in MDA
and in note 11 of the financial statements



2009 2008

Interest expense $52.8 $56.7

Other income net 2.4 8.0

The decrease in interest expense was due to lower

interest rates offsetting an increase in total average

debt outstanding in 2009 when compared to 2008

The decrease in other income was due to the $12.9

million pie-tax gain recorded in 2008 on the sale of

our Season-All business sold in connection with the

acquisition of Lawrys see note of the financial

statements and reduced interest income

2009 2008

Income from consolidated operations

before income taxes $416.5 $337.8

Income taxes 133.0 100.6

Effective tax rate 31 .9% 29.8%

The increase in the effective tax rate was due to our

current mix of income by taxing jurisdictions Income

taxes in 2009 and 2008 included $3.6 million and $2.9

million respectively of net discrete tax benefits These

tax benefits related to the settlement of tax audits and

adjustments to prior tax provisions once actual tax

returns were prepared and filed

2009 2008

Income from unconsolidated

operations $16.3 $18.6

Income from unconsolidated operations decreased

$2.3 million in 2009 compared to 2008 This decrease

was primarily driven by our joint venture in Mexico as

well as some smaller joint ventures Our joint venture

in Mexico had strong performance with sales in local

currency up 19% However income from this business

was unfavorably impacted by the stronger U.S dollar

during most of 2009 and to lesser degree higher

soybean oil costs Soybean oil is the primary ingredient

in mayonnaise which is the leading product for this joint

venture

The following table outlines the major components of the

change in diluted earnings per share from 2008 to 2009

2008 Earnings per share diluted $1.94

Increased operating income exclusive

of restructuring and impairment charges .33

Impairment charge recorded in 2008 .15

Lower restructuring charges .01

Lower interest expense .02

Decrease in other income .08

Increase in tax rate .07

Lower income from unconsolidated operations .02

Effect of higher shares outstanding .01

2009 Earnings per share diluted $2.27

CONSUMER BUSINESS

2009 2008

Netsales $1911.2 $1850.8

Percent growth 3.3%

Operating income excluding

restructuring and

impairment charges 397.9 343.3

Operating income margin excluding

restructuring and

impairment charges 20.8% 18.5%

Higher volume and product mix added 3.6% to sales

including the net impact of the Lawrys acquisition which

accounted for 4.6% Pricing actions taken to offset higher

costs added another 3.5% to sales while unfavorable

foreign exchange rates reduced consumer sales by 3.8%

in 2009 compared to 2008

In the Americas consumer business sales increased

9.1 including 1.3% decrease due to unfavorable

foreign exchange rates Higher volume and product mix

added 6.4% to sales which included 6.7% increase from

the net impact of the Lawrys acquisition Sales volume

increases included
grilling products and dry seasoning

mixes while sales volumes of gourmet items declined

During 2009 number of retailers reduced their inventory

levels which impacted our sales growth Higher pricing

taken early in the year added 4.0% to consumer sales in

the Americas

In EMEA consumer sales decreased 11.3% which

includes 9.8% from unfavorable foreign exchange rates

Pricing actions added 2.5% to sales and unfavorable

volume and product mix reduced sales by 4.0%
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MANAGEMENTS DISCUSSION ND ANALYSIS

The retail environment in the U.K continues to be difficult

and has caused weak sales of our Schwartz brand Our

business in France remains strong particularly with our

VahinØ dessert items and has helped to offset some of

the decline in the U.K

Sales in the Asia/Pacific region decreased 0.4% with

6.4% due to unfavorable foreign exchange rates Sales

volume and product mix grew by 6.1 with China

increasing at double-digit pace and Australia growing at

low single-digit rate Our growth in China is due to the

launch of several new products and expanded distribution

of our brands

The increase in operating income excluding restruc

turing and impairment charges for the consumer

business was driven by increased sales improved

margins from cost reductions and the integration of

Lawrys with minimal incremental expense offset in part

by higher brand marketing support From time to time

our customers evaluate their mix of branded and private

label product offerings If significant portion of our

branded business was switched to private label it could

have significant impact on our consumer business

INDUSTRIAL BUSINESS

2009 2008

Netsales $1280.9 $1325.8

Percent decrease 3.4%

Operating income excluding

restructuring charges 85.2 78.8

Operating income margin excluding

restructuring charges 6.7% 59%

The industrial business sales decrease was driven

largely by unfavorable foreign exchange rates which

reduced sales 6.7% Pricing actions which offset

increased costs of certain commodities added 4.4%

to sales Volume and product mix lowered sales 11

due to slower pace of new product introductions by

industrial customers This reduction included the

acquisition which added .0% to sales

Sales in the Americas rose 0.2% including 3.3%

decrease due to unfavorable foreign exchange rates

In this region pricing actions increased sales by 4.1%

Lower volume and product mix reduced sales by O.6%
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with less product innovation by our customers The

Americas volume and product mix impact included the

acquisition which added 1.4% to sales

In EMEA 14.8% sales decrease was the result of

19.3% unfavorable foreign exchange rate impact and

2.9% decline from lower volume and product mix Sales

to the foodservice channel were affected by the bankruptcy

of major customer in 2009 Partially offsetting these

declines was higher pricing which added 7.4%

In the Asia/Pacific region sales decreased 3.9% due to

unfavorable foreign exchange rates Pricing had minimal

impact in this region and volume and product mix were

flat During 2009 we experienced slowdown in demand

from the restaurant customers that we serve in China

Despite the decrease in industrial sales operating

income excluding restructuring activities increased which

is evidence of the effectiveness of our CCI-driven savings

program and progress toward more favorable product

mix In general the new products that we layered into

our portfolio during 2009 were accretive to the overall

margins Operating income in 2009 included $7 million

of costs related to foodservice customer bankruptcy in

the U.K

RESULTS OF OPERATIONS 2008 COMPARED TO 2007

2008 2007

Netsales $3176.6 $2916.2

Percent growth 8.9%

Pricing actions to offset higher costs acquisitions of

leading brands innovative new products and increased

marketing support led to an increase in sales for 2008

Pricing added 5.1 to sales Favorable volume and

product mix of 2.3% came primarily from the impact of

the acquisitions of and Billy Bee less the

reduction in sales from the disposition of Season-All

Favorable foreign exchange rates added .5% for the year

2008 2007

Gross profit $1288.2 $1191.8

Gross profit margin 40.6% 40.9%

In 2008 gross profit increased 8.1% During 2008 we

effectively offset volatile and increased material costs

with pricing actions productivity improvements and

higher-margin product mix



Wheat herbs and dairy products were among the

raw materials that had significant increases in 2008

Pricing actions were taken to pass through these higher

commodity costs to both consumer and industrial

customers Productivity improvements included our

restructuring program and other supply chain cost

reduction initiatives Favorable product mix was primarily

the result of stronger sales growth in our consumer

business versus our industrial business as the consumer

business has higher gross margin percentage

Net sales grew at slightly higher rate than gross

profit which led to slight decline in gross profit margin

Productivity improvements and favorable product mix had

positive effect However the impact of higher pricing that

matched higher costs had an estimated unfavorable impact

on gross profit margin of .7% in 2008

Cost reductions in cost of goods sold as well as selling

general and administrative expense totaled $31 million

2008 2007

SGA $870.6 $806.9

Percent of net sales 27.4% 27.7%

Selling general and administrative expenses were higher

in 2008 than 2007 on dollar basis but declined as

percentage of net sales Our marketing support expen

ditures were 13% higher in 2008 than in 2007 As

percentage of net sales selling stock-based compensa

tion and research and development expenses decreased

while distribution and administrative expenses were

relatively unchanged Efficiencies were obtained through

our restructuring program leveraging certain fixed

expenses on our higher sales and other cost containment

initiatives

2008 2007

Impairment charge $290

In 2008 we recorded non-cash impairment charge to

lower the value of our Silvo brand intangible asset in The

Netherlands See discussion in note of the financial

statements for more information

The following is summary of restructuring activities

2008 2007

Pre-tax restructuring charges

Recorded in cost of goods sold 4.5 3.3

Other restructuring charges 12.1 30.7

Reduction in operating income 16.6 34.0

Income tax effect 5.1 10.6

Loss gain on sale of unconsolidated

operations net of tax .8

Reduction in net income $1 1.5 $24.2

Reduction in earnings per share diluted .09 .18

Pre-tax restructuring charges for both 2008 and 2007

related to actions under our restructuring program to

consolidate our global manufacturing rationalize our

distribution facilities improve our go-to-market strategy

and eliminate administrative redundancies More details

of the restructuring charges are discussed later in MDA
and in note 11 of the financial statements

2008 2007

Interest expense $56.7 $60.6

Other income net 18.0 8.8

The decrease in interest expense was due to lower

interest rates offsetting an increase in total average

debt outstanding in 2008 when compared to 2007 The

increase in other income was due to the $1 2.9 million

pre-tax gain recorded on the sale of our Season-All

business sold in connection with the acquisition of

Lawrys see note of the financial statements

2008 2007

Income from consolidated operations

before income taxes $337.8 $302.4

Income taxes 100.6 92.2

Effective tax rate 298% 30.5%
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The decrease in the effective tax rate was mainly

due to an increase in discrete tax benefits in 2008

Income taxes in 2008 include $2.9 million of discrete

tax benefits related to favorable state tax settlements

and adjustments to prior tax provisions once actual

tax returns were prepared and filed Income taxes in

2007 included $1 .9 million for discrete tax benefits

primarily the result of new tax legislation enacted in The

Netherlands the U.K and the U.S

2008 2007

Income from unconsolidated

operations $18.6 $20.7

Income from unconsolidated operations decreased 10%

in 2008 compared to 2007 This decrease was primarily

driven by the higher cost of soybean oil during 2008

which is impacting our joint venture in Mexico Soybean

oil is the primary ingredient in mayonnaise which is the

leading product for this joint venture

The following table outlines the major components of the

change in diluted earnings per share from 2007 to 2008

2007 Earnings per share diluted $1.73

Increased sales and operating income exclusive

of restructuring and impairment charges .18

Impairment charge recorded in 2008 .15

Lower restructuring charges .09

Lower income from unconsolidated operations .02

Lower interest expense
.02

Increase in other income .05

Decrease in tax rate .02

Effect of lower shares outstanding .02

2008 Earnings per share diluted $1.94

CONSUMER BUSINESS

2008 2007

Net sales $1850.8 $1671.3

Percent growth 10.7%

Operating income excluding

restructuring charges 343.3 313.9

Operating income margin

excluding restructuring charges 18.5% 18.8%
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Higher volume and product mix added 5.3% to sales

including the net impact of the Lawrys and Billy
Bee acqui

sitions which accounted for 3.7% Pricing actions taken to

offset higher costs added another 3.2% Favorable foreign

exchange rates added 2.2% to consumer sales in 2008

compared to 2007

In the Americas consumer business sales increased

12.7% including 0.5% due to favorable foreign exchange

rates Higher volume and product mix added 8.6% to sales

including the net impact of the Lawrys and Billy Bee acqui

sitions which accounted for 4.8% as well as the benefit of

new products new distribution and increased marketing

support Higher pricing added 3.6% to consumer sales in

the Americas

In EMEA consumer sales rose 5.6% which includes

5.6% from favorable foreign exchange rates and 2.5%

from pricing actions The remaining decrease of 2.5%

was due to unfavorable volume and product mix

more difficult economy in the second half of 2008 and

subsequent slow-down in consumer purchases affected

both the category and our products Sales volume and

product mix was also affected by reduction in trade

inventory by retailers in France during this period

Sales in the Asia/Pacific region increased 13.8% with

8.1 due to favorable foreign exchange rates Sales

volume and product mix in China grew at double-digit

pace offset by slight decline in Australia Success in

Australia from new products such as slow cookers offset

lower sales of Aeroplane jelly and the impact of several

lower-margin items that were discontinued

The increase in operating income excluding restruc

turing costs and impairment charges was driven by

higher sales and improved productivity While we were

able to offset commodity cost increases with pricing

actions this reduced our margin percentage This was

partially offset by savings in SGA expenses despite

our increased investments in marketing support costs to

grow our brands



INDUSTRIAL BUSINESS LIQUIDITY AND FINANCIAL CONDITION

2008 2007

Netsales $1325.8 $1244.9

Percent growth 6.5%

Operating income excluding

restructuring charges 78.8 74.3

Operating income margin

excluding restructuring charges 5.9% 6.0%

The industrial sales increase was driven by higher

pricing which added 7.8% to sales taken in response

to increased costs of certain commodities Favorable

foreign exchange rates added 0.5% to sales and the

net impact of acquisitions was .0% increase While

we successfully introduced new products during 2008

volume and product mix declined 2.8% as result of

lower sales to restaurant customers in the Americas

and Europe

Sales in the Americas rose 5.7% with favorable foreign

exchange rates adding 0.6% and the net impact of

acquisitions adding 1.4% In this region pricing actions

increased sales by 8.9% Lower volumes and product

mix reduced sales by 5.2%

In EMEA .9% sales increase was the result of

higher pricing which added 7.2% offset by 3.1

unfavorable foreign exchange rate impact and 2.2%

decline from lower volumes and product mix The impact

of lower volume and product mix has had an unfavorable

impact on our manufacturing efficiencies

In the Asia/Pacific region sales increased 23.5% with

8.8% from foreign exchange rates Pricing had minimal

impact in this region Rapid expansion of industrial

business especially in China with quick service restaurant

customers contributed to 14.3% favorable volume and

product mix in this region

Operating income excluding restructuring activities

increased in dollar terms but declined slightly in terms of

margin Pricing actions increased net sales and operating

income dollars While we were able to offset commodity

cost increases with pricing actions this reduced our

margin percentage This was mostly offset by cost

savings resulting from our restructuring activities

2009 2008 2007

Net cash provided by

operating activities $415.8 S314.6 $224.5

Net cash used in

investing activities 81.8 747.0 92.8

Net cash used in

provided by financing

activities 341 .8 433.4 152.1

We generate strong cash flow from operations which

enables us to fund operating projects and investments

that are designed to meet our growth objectives make

share repurchases when appropriate increase our

dividend and fund capital projects

In the cash flow statement the changes in operating

assets and liabilities are presented excluding the effects

of changes in foreign currency exchange rates as

these do not reflect actual cash flows Accordingly the

amounts in the cash flow statement do not agree with

changes in the operating assets and liabilities that are

presented in the balance sheet

The reported values of our assets and liabilities held in

our non-U.S subsidiaries and affiliates have been

significantly affected by fluctuations in foreign exchange

rates between periods At November 30 2009 the

exchange rates for the Euro British pound sterling

Canadian dollar and Australian dollar were substantially

higher versus the U.S dollar compared to 2008

Exchange rate fluctuations resulted in increases to trade

accounts receivable of $37 million inventory of

$25 million goodwill of $107 million and other comprehen

sive income of $187 million since November 30 2008

Operating Cash FlowWhen 2009 is compared to

2008 most of the increase in operating cash flow was

driven by more effective management of working capital

items such as inventory and receivables and higher

level of cash generated from improved net income

Also payments for income taxes were less in 2009

as compared to those made in the prior year These

increases were partially offset by $52.2 million in

contributions made to our major U.S pension plan in

2009 We did not make any contribution to our major U.S

pension plan in 2008 as the plan was overfunded as of

November 30 2007 When 2008 is compared to 2007
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most of the increase in operating cash flow was due to

higher level of collections on receivables and higher

level of cash generated from improved net income In

2007 we made $22 million contribution to our major

U.S pension plan versus no contribution in 2008

Investing Cash FlowThe changes in cash used in

investing activities from 2007 to 2009 were primarily due

to fluctuations in cash used for acquisition of businesses

in 2007 and 2008 with no acquisitions in 2009 We

purchased and Billy Bee in 2008 and Thai Kitchen

in Europe in 2007 Also included in 2008 were

$14.0 million in net proceeds from the sale of our

Season-All business and $18.1 million in proceeds from

the disposal of various assets as part of our restructuring

plan Capital expenditures were $82.4 million in 2009

$85.8 million in 2008 and $78.5 million in 2007 We

expect 2010 capital expenditures to be in line with deprecia

tion and amortization expense

Financing Cash Flow In 2009 we decreased our

total borrowings by $252.2 million This compares

to increases in total borrowings of $509.1 million in

2008 and $65.5 million in 2007 In 2009 we repaid

$50.4 million of long term debt as it became due and

reduced short term borrowings by $201 .8 million

In 2008 our increase in total borrowings along with

internally generated cash flow were used to fund

$693.3 million for the purchases of the Lawrys and

Billy
Bee businesses In September 2008 we issued

$250 million of 5.25% notes due 2013 with net cash

proceeds received of $248.0 million The net proceeds

from this offering were used to pay down commercial

paper which was issued for the purchase of the

business In December 2007 we issued $250 million of

5.75% medium-term notes which are due in 2017 The

net proceeds of $248.3 million were used to repay $150

million of debt maturing in 2008 with the remainder used

to repay short-term debt

The following table outlines the activity in our share

repurchase programs

2009 2008 2007

Number of shares of

common stock .3 4.3

Dollar amount $11.0 $1 57.0
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There were no shares repurchased during 2009 The

amount of share repurchases in 2008 was less than prior

years due to the funding required for the Lawrys and

Billy Bee acquisitions As of November 30 2009 $39

million remained under the $400 million share repurchase

program approved by the Board of Directors in June

2005 The Common Stock issued in 2009 2008 and 2007

relates to our stock compensation plans

Our dividend history over the past three years is as

follows

2009 2008 2007

Total dividends paid $125.4 $113.5 $103.6

Dividends paid per share .96 .88 .80

Percentage increase per share 9.1% 10.0% 11.1%

In November 2009 the Board of Directors approved

8.3% increase in the quarterly dividend from $0.24 to

$0.26 per share During the past five years dividends per

share have risen at compound annual rate of 10.2%

2009 2008 2007

Debt-to-total-capital ratio 42.6% 54.0% 40.0%

The decrease in our debt-to-total-capital ratio in 2009

total capital includes debt and shareholders equity

was the result of significant decrease in our total debt

coupled with an increase in shareholders equity Our

total debt decreased $248 million in 2009 as we are

using excess cash flow to reduce the debt related to the

Lawrys acquisition Total shareholders equity increased

$279 million including net increase of $61 million in

Accumulated Other Comprehensive Income due to

foreign currency and pension valuation effects

Most of our cash is denominated in foreign currencies

We manage our worldwide cash requirements by

considering available funds among the many subsidiaries

through which we conduct our business and the cost

effectiveness with which those funds can be accessed

The permanent repatriation of cash balances from certain

of our subsidiaries could have adverse tax consequences

however those balances are generally available without

legal restrictions to fund ordinary business operations

capital projects and any possible future acquisitions

At year-end we temporarily use cash from our foreign

subsidiaries to pay down short-term debt During the

year the level of our short-term debt varies and it is

lower at the end of the year The average short-term
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MANAGEMENTS DISCUSSION AND ANALYSIS

PENSION ASSETS We hold investments in equity

and debt securities in both our qualified defined benefit

pension plans and through rabbi trust for our nonquali

fied defined benefit pension plan Cash payments to

pension plans including unfunded plans were $72.3

million in 2009 $1 9.2 million in 2008 and $41 .6 million

in 2007 It is expected that the 2010 total pension plan

contributions will be approximately $45 million Future

increases or decreases in pension liabilities and required

cash contributions are highly dependent on changes

in interest rates and the actual return on plan assets

We base our investment of plan assets in part on the

duration of each plans liabilities Across all plans approxi

mately 62% of assets are invested in equities 30% in

fixed income investments and 8% in other investments

See also note of the financial statements which details

more on our pension funding

CUSTOMERS AND COUNTERPARTIES See the

subsequent section of this MDA under Market Risk

Sensitivity Credit Risk

ACQUISITIONS

Acquisitions of new brands are part of our strategy to

increase sales and profits and to improve margins

In 2008 we purchased the assets of the Lawrys

business for $603.5 million in cash the assumption of

certain liabilities relating to the purchased assets and

transaction costs of $1 .5 million Lawrys manufactures

and sells variety of marinades and seasoning blends

under the well-known Lawrys brand in North America

During 2009 we completed the final valuation of assets

for Lawrys

Also in 2008 we purchased Billy Bee for $76.4 million

in cash Billy Bee markets and sells under the Billy Bee

brand in North America During 2009 we completed the

final valuation of assets for Billy Bee

These businesses have been successfully integrated

into our existing business platform and are now

considered part of the many product lines that we

market

See note of the financial statements for further

details of these acquisitions
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IMPAIRMENT CHARGE

In 2008 we recorded non-cash impairment charge of

$29.0 million to reduce the value of our Silvo brand name

in The Netherlands Changing market conditions led to

reduction in retail distribution which affected financial

results and the brand value for the Silvo business See

note of the financial statements for further details

RESTRUCTURING ACTIVITIES

As part of our plan to improve margins we announced

in September 2005 significant actions to improve the

effectiveness of our supply chain and reduce costs

This restructuring plan was approved by the Board of

Directors in November 2005 As part of this plan we

consolidated our global manufacturing rationalized our

distribution facilities improved our go-to-market strategy

eliminated administrative redundancies and rationalized

our joint venture partnerships As of November 30 2009

this restructuring program was completed

The restructuring plan reduced complexity and

increased the organizational focus on growth opportuni

ties in both the consumer and industrial businesses We

realized $61 million of annual cost savings by the end of

2009 This has improved margins increased earnings per

share and offset higher costs We invested portion of

these savings in sales growth drivers such as marketing

support for our brands These savings are reflected in

both cost of goods sold and selling general and adminis

trative expenses in the income statement

In 2009 we recorded restructuring charges of $16.2

million These charges were for the closure of our manu

facturing plant in The Netherlands and the reduction of

administrative personnel in Europe

In 2008 we recorded restructuring charges of $16.6

million These charges were primarily associated with the

reduction of administrative personnel in Europe the U.S

and Canada and the consolidation of production facilities

in Europe and the reorganization of distribution networks

in the U.S and U.K

In 2007 we recorded restructuring charges of $34.0

million These charges were related to the closure of

manufacturing facilities in Salinas California and Hunt

Valley Maryland the consolidation of production facilities

in Europe and the reduction of administrative personnel

in the U.S and Europe

See note 11 of the financial statements for further

details of these restructuring charges



PERFORMANCE GRAPH SHAREHOLDER RETURN MARKET RISK SENSITIVITY

Set forth below is line graph comparing the yearly

change in McCormicks cumulative total shareholder

return stock price appreciation plus reinvestment of

dividends on McCormicks Non-Voting Common Stock

with the cumulative total return of the Standard

Poors 500 Stock Price Index assuming reinvestment

of dividends and the cumulative total return of the

Standard Poors Packaged Foods Meats Index

assuming reinvestment of dividends

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN

Among McCormick the SP 500 Stock Price Index and

the SP Packaged Foods Meats Index

$200

$180

$160

$140

Mccormick

SP 500

SP Packaged Foods Meats

520

SO

11/04 11/05 11/06 11/07 11/08 11/09

The graph assumes that $100 was invested on November 30 2004 in

McCormick Non-Voting Common Stock the Standard Poors 500 Stock

Price index and the Standard Poors Packaged Foods Meats index

and that au dividends were reinvested through November 30 2009

We utilize derivative financial instruments to enhance

our ability to manage risk including foreign exchange

and interest rate exposures which exist as part of

our ongoing business operations We do not enter

into contracts for trading purposes nor are we party

to any leveraged derivative instrument The use of

derivative financial instruments is monitored through

regular communication with senior management and

the utilization of written guidelines The information

presented below should be read in conjunction with

notes and of the financial statements

Foreign Exchange Risk We are exposed to fluctua

tions in foreign currency in the following main areas cash

flows related to raw material purchases the translation

of foreign currency earnings to U.S dollars the value of

foreign currency investments in subsidiaries and uncon

solidated affiliates and cash flows related to repatriation

of these investments Primary exposures include the

British pound sterling versus the Euro and the U.S

dollar versus the Euro British pound sterling Canadian

dollar Australian dollar Mexican peso Chinese renminbi

Swiss franc and Thai baht We routinely enter into foreign

currency exchange contracts to manage certain of these

foreign currency risks

During 2009 the foreign currency translation

component in other comprehensive income was

principally related to the impact of exchange rate fluctua

tions on our net investments in France the U.K Canada

and Australia We did not hedge our net investments in

subsidiaries and unconsolidated affiliates

The following table summarizes the foreign currency

exchange contracts held at November 30 2009 All

contracts are valued in U.S dollars using year-end

2009 exchange rates and have been designated as

hedges of foreign currency transactional exposures

firm commitments or anticipated transactions all with

maturity period of less than one year
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FOREIGN CURRENCY EXCHANGE CONTRACTS AT NOVEMBER 30 2009

Average

contractual

exchange rate

currency received/currency sold
Currency sold

Euro US dollar $15.4 $1.43 .7

British pound sterling US dollar 12.4 1.65 .1

Canadian dollar US dollar 23.5 .90 1.2

US dollar Thai baht 4.7 33.4

US dollar Euro 79.6 .67 .1

British pound sterling Euro 19.2 1.18 1.3

We have number of smaller contracts with an aggregate notional value of $4.9 million to purchase or sell various other currencies such as the Australian

dollar and the Singapore dollar as of November 30 2009 The aggregate fair value of these contracts was $10.4 million at November 30 2009

At November 30 2008 we had foreign currency exchange contracts for the Euro British pound sterling Canadian dollar Australian dollar and Thai baht

with notional value of $64.9 million all of which matured in 2009 The aggregate fair value of these contracts was $7.1 million at November 30 2008

Contracts with durations which are less than days and used for short-term cash flow funding are not included in the notes or table above

Interest Rate Risk Our policy is to manage Interest

rate risk by entering into both fixed and variable rate

debt arrangements We also use interest rate swaps to

minimize worldwide financing costs and to achieve

desired mix of fixed and variable rate debt The table that

follows provides principal cash flows and related interest

rates excluding the effect of interest rate swaps and

the amortization of any discounts or fees by fiscal year

of maturity at November 30 2009 and 2008 For foreign

currency-denominated debt the information is presented

in U.S dollar equivalents Variable interest rates are

based on the weighted-average rates of the portfolio at

the end of the year presented

YEAR OF MATURITY AT NOVEMBER 30 2009

2010 201 2012 2013 Thereafter Total Fair value

Debt

Fixed rate .4 $100.0 $250.0 $505.0 $855.4 $933.0

Average interest rate 0.00% 5.80% 5.25% 5.77%

Variable rate $115.7 .2 .3 1.3 4.8 $122.3 $122.3

Average interest rate 0.49% 9.58% 9.58% 9.58% 9.58%

YEAR OF MATURITY AT NOVEMBER 30 2008

2009 2010 201 2012 Thereafter Total Fair value

Debt

Fixed rate 50.4 .4 $100.0 $755.0 $905.8 $889.5

Average interest rate 3.32% 0.00% 5.80% 5.60%

Variable rate $303.3 $14.0 5.0 $322.3 $322.3

Average interest rate 2.09% 2.96% 14.52%

The table above displays the debt by the terms of the original debt instrument without consideration of fair value interest rate swaps and any loan discounts or

origination fees interest rate swaps have the following effects The fixed interest rate on $100 million of the 520% medium-term note due in 2015 is effectively

converted to variable rate by interest rate swaps through 201 Net interest payments are based on month LIBOR minus 0.05% during this period We

issued $250 million of 5.75% medium-term notes due in 2017 in December 2007 Forward treasury lock agreements of $150 million were settled upon the

issuance of these medium-term notes and effectively fixed the interest rate on the full $250 million of notes at weighted-average fixed rate of 6.25% We

issued $250 million of 525% medium-term notes due in 2013 in September 2008 Forward treasury lock agreements of $100 million were settled upon the

issuance of these medium-term notes and effectively fixed the interest rate on the full $250 million of notes at weighted-average fixed rate of 5.54%
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Commodity Risk We purchase certain raw materials

which are subject to price volatility caused by weather

market conditions growing and harvesting conditions

governmental actions and other factors beyond our control

Our most significant raw materials are dairy products

pepper wheat onion capsicums red peppers and

paprika soybean oil and garlic While future movements

of raw material costs are uncertain we respond to this

volatility in number of ways including strategic raw

material purchases purchases of raw material for future

delivery and customer price adjustments We have not

used derivatives to manage the volatility related to this risk

Credit Risk The customers of our consumer business

are predominantly food retailers and food wholesalers

Consolidations in these industries have created larger

customers some of which are highly leveraged In

addition competition has increased with the growth

in alternative channels including mass merchandisers

dollar stores warehouse clubs and discount chains

This has caused some customers to be less profitable

and increased our exposure to credit risk Some of our

customers and counterparties are highly leveraged

We continue to closely monitor the credit worthiness

of our customers and counterparties We feel that the

allowance for doubtful accounts properly recognizes

trade receivables at realizable value We consider nonper

formance credit risk for other financial instruments to be

insignificant

CONTRACTUAL OBLIGATIONS AND
COMMERCIAL COMMITMENTS

The following table reflects summary of our contractual

obligations and commercial commitments as of

November 30 2009

CONTRACTUAL CASH OBLIGATIONS DUE BY YEAR

Total year years

Short-term borrowings 101.2 $101.2

Long-term debt 876.5 14.9 $100.5 $252.6 $508.5

Operating leases 76.5 21.1 28.4 6.0 1.0

Interest payments 307.0 46.0 86.0 67.0 08.0

Raw material purchase obligations 237.8 237.8

Other purchase obligationsib 18.8 18.3 .4 .1

Total contractual cash obligations $1617.8 $439.3 $215.3 $335.7 $627.5

al Raw material purchase obligations outstanding as of year-end may not be indicative of outstanding obligations throughout the year due to our response
to varying raw material cycles

bI Other purchase obligations primarily consist of advertising media commitments

In 2010 our pension and posiretirement contributions are expected to be approximately 45 million Pension and postretirement funding can vary

significantly each year due to changes in legislation and our significant assumptions As result we have not presented pension and postretirement funding in

the table above

COMMERCIAL COMMITMENTS EXPIRATION BY YEAR

More

than

years
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Less

than 1-3 3-5

years

More

than

years

Less

than 1-3 3-5

yearsTotal year years

Guarantees .8 .8

Standby and trade letters of credit 30.0 30.0

Lines of credit 758.5 258.5 $500.0

Total commercial commitments $790.3 $290.3 $500.0
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OFF-BALANCE SHEET ARRANGEMENTS

We had no off-balance sheet arrangements as of

November 30 2009 and 2008

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

New accounting pronouncements are issued periodically

that affect our current and future operations See note

of the financial statements for further details of these

impacts

CRITICAL ACCOUNTING ESTIMATES

AND ASSUMPTIONS

In preparing the financial statements we are required to

make estimates and assumptions that have an impact

on the assets liabilities revenue and expense amounts

reported These estimates can also affect supplemental

information disclosed by us including information about

contingencies risk and financial condition We believe

given current facts and circumstances our estimates

and assumptions are reasonable adhere to U.S GAAP

and are consistently applied Inherent in the nature of

an estimate or assumption is the fact that actual results

may differ from estimates and estimates may vary as

new facts and circumstances arise In preparing the

financial statements we make routine estimates and

judgments in determining the net realizable value of

accounts receivable inventory fixed assets and prepaid

allowances We believe our most critical accounting

estimates and assumptions are in the following areas

Customer Contracts

In several of our major geographic markets the

consumer business sells our products by entering into

annual or multi-year customer contracts These contracts

include provisions for items such as sales discounts

marketing allowances and performance incentives These

items are expensed based on certain estimated criteria

such as sales volume of indirect customers customers

reaching anticipated volume thresholds and marketing

spending We routinely review these criteria and make

adjustments as facts and circumstances change
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Goodwill and Intangible Asset Valuation

We review the carrying value of goodwill and non-amor

tizable intangible assets and conduct tests of impairment

on an annual basis as described below We also test for

impairment if events or circumstances indicate that it

is more likely than not that the fair value of reporting

unit is below its carrying amount and test non-amortizing

intangible assets for impairment if events or changes in

circumstances indicate that the asset might be impaired

Determining the fair value of reporting unit or an

indefinite-lived purchased intangible asset is judgmental

in nature and involves the use of significant estimates

and assumptions These estimates and assumptions

include revenue growth rates and operating margins used

to calculate projected future cash flows risk-adjusted

discount rates assumed royalty rates future economic

and market conditions and determination of appropriate

market comparables We base our fair value estimates

on assumptions we believe to be reasonable but that are

inherently uncertain Actual future results may differ from

those estimates

Goodwill Impairment

Our reporting units are the same as our business

segments We calculate fair value of reporting unit by

using discounted cash flow model Our discounted

cash flow model calculates fair value by present valuing

future expected cash flows of our reporting units using

our internal cost of capital as the discount rate We then

compare this fair value to the carrying amount of the

reporting unit including intangible assets and goodwill

If the carrying amount of the reporting unit exceeds

the calculated fair value then we would determine the

implied fair value of the reporting units goodwilL An

impairment charge would be recognized to the extent

the carrying amount of goodwill exceeds the implied

fair value As of November 30 2009 we had

$1479.7 million of goodwill recorded in our balance

sheet 334.5 million in the consumer segment and



$145.2 million in the industrial segment Our testing

indicates that the current fair values of our reporting units

are significantly in excess of carrying values and accordingly

we believe that only significant changes in the cash flow

assumptions would result in an impairment of goodwill

Non-Amortizable Intangible Asset Impairment

Our non-amortizable intangible assets consist of brand

names and trademarks We calculate fair value by using

discounted cash flow model or relief-from-royalty method

and then compare that to the carrying amount of the

non-amortizable intangible asset As of November 30

2009 we had $202.4 million of brand name assets and

trademarks recorded in our balance sheet and none of

the balances exceed their estimated fair values We
intend to continue to support our brand names Below is

table which outlines the book value of our major brand

names and trademarks as of November 30 2009

Zatarains $106.4

48.0

Simply Asia/Thai Kitchen 18.4

Other 29.6

Total $202.4

The majority of products marketed under our brand

name intangible assets which have value on the

balance sheet are sold in the United States

In accordance with accounting guidance we performed

the required impairment tests of goodwill and non-

amortizable intangible assets and recorded an impairment

charge of $29.0 million for the Silvo brand name in 2008

See note of the financial statements for more details

Income Taxes

We estimate income taxes and file tax returns in each

of the taxing jurisdictions in which we operate and are

required to file tax return At the end of each year an

estimate for income taxes is recorded in the financial

statements Tax returns are generally filed in the third

or fourth quarter of the subsequent year reconcilia

tion of the estimate to the final tax return is done at that

time which will result in changes to the original estimate

Income tax expense for 2009 includes $2.4 million of

adjustments from the reconciliation of prior year tax

estimates to actual tax filings We are subject to tax

audits in each of the jurisdictions which could result in

changes to the taxes previously estimated The amount

of these changes could vary by jurisdiction and are

recorded when they are probable and estimable

Management has recorded valuation allowances to

reduce our deferred tax assets to the amount that is

more likely than not to be realized In doing so

management has considered future taxable income and

tax planning strategies in assessing the need for

valuation allowance

Pension and Postretirement Benefits

Pension and other postretirement plans costs require

the use of assumptions for discount rates investment

returns projected salary increases mortality rates and

health care cost trend rates The actuarial assumptions

used in our pension and postretirement benefit reporting

are reviewed annually and compared with external

benchmarks to ensure that they appropriately account

for our future pension and postretirement benefit

obligations While we believe that the assumptions used

are appropriate differences between assumed and

actual experience may affect our operating results

change in the actuarial assumption for the discount rate

would impact 2010 pension and postretirement benefit

expense by approximately $11 million and $13 million

for increase and decrease respectively

change in the expected return on plan assets would

impact 2010 pension expense by approximately $6 million

for increase and decrease In addition see the

preceding sections of MDA and note of the financial

statements for discussion of these assumptions and

the effects on the financial statements

Stock-Based Compensation

We estimate the fair value of our stock-based compensa

tion using fair value pricing models which require the use

of significant assumptions for expected volatility of stock

life of options dividend yield and risk-free interest rate

The significant assumptions used are disclosed in note 10

of the financial statements
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FORWARD-LOOKING INFORMATION

Certain statements contained in this report are forward-

looking statements within the meaning of Section 21

of the Securities Exchange Act of 1934 including those

related to the expected results of operations of

businesses acquired by us the expected impact of the

prices of raw materials on our results of operations and

gross margins the expected margin improvements

expected trends in net sales and earnings performance

and other financial measures annualized savings and

other benefits from our restructuring activities the

expectations of pension funding the holding period and

market risks associated with financial instruments the

impact of foreign exchange fluctuations the adequacy of

internally generated funds and existing sources of

liquidity such as the availability of bank financing our

ability to issue additional debt or equity securities and

our expectations regarding purchasing shares of our

common stock under the existing authorizations

Forward-looking statements are based on manage

ments current views and assumptions and involve risks

and uncertainties that could significantly affect expected

results Results may be materially affected by external

factors such as damage to our reputation or brand name

business interruptions due to natural disasters or similar

unexpected events actions of competitors customer

relationships and financial condition the ability to achieve

expected cost savings and margin improvements the

successful acquisition and integration of new businesses

fluctuations in the cost and availability of raw and

packaging materials and global economic conditions

generally which would include the availability of financing

interest and inflation rates as well as foreign currency

fluctuations and other risks described in our Form 10-K

for the fiscal year ended November 30 2009

Actual results could differ materially from those

projected in the forward-looking statements We
undertake no obligation to update or revise publicly any

forward-looking statements whether as result of new

information future events or otherwise
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REPORT OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

We are responsible for the preparation and integrity of

the consolidated financial statements appearing in our

Annual Report The consolidated financial statements

were prepared in conformity with United States generally

accepted accounting principles and include amounts

based on our estimates and judgments All other financial

information in this report has been presented on basis

consistent with the information included in the financial

statements

We are also responsible for establishing and maintaining

adequate internal control over financial reporting We
maintain system of internal control that is designed to

provide reasonable assurance as to the fair and reliable

preparation and presentation of the consolidated financial

statements as well as to safeguard assets from unauthor

ized use or disposition

Our control environment is the foundation for our

system of internal control over financial reporting and is

embodied in our Business Ethics Policy It sets the tone of

our organization and includes factors such as integrity and

ethical values Our internal control over financial reporting

is supported by formal policies and procedures which are

reviewed modified and improved as changes occur in

business conditions and operations

The Audit Committee of the Board of Directors which is

composed solely of independent directors meets periodi

cally with members of management the internal auditors

and the independent auditors to review and discuss

internal control over financial reporting and accounting

and financial reporting matters The independent auditors

and internal auditors report to the Audit Committee

and accordingly have full and free access to the Audit

Committee at any time

We conducted an evaluation of th effectiveness of

our internal control over financial repurting based on the

framework in Internal Control Integrated Framework

issued by the Committee of Sponsoring Organizations of

the Treadway Commission This evaluation included review

of the documentation of controls evaluation of the design

effectiveness of controls testing of the operating effec

tiveness of controls and conclusion on this evaluation

Although there are inherent limitations in the effectiveness

of any system of internal control over financial reporting

based on our evaluation we have concluded with

reasonable assurance that our internal control over financial

reporting was effective as of November 30 2009

Our internal control over financial reporting as of

November 30 2009 has been audited by Ernst Young LLP

Internal Control Over Financial Reporting

The Board of Directors and Shareholders of

McCormick Company Incorporated

We have audited McCormick Company Incorporateds

internal control over financial reporting as of November 30

2009 based on criteria established in Internal Control

Integrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission the

COSO criteria McCormick Company Incorporateds

management is responsible for maintaining effective

internal control over financial reporting and for its

assessment of the effectiveness of internal control over

financial reporting included in the accompanying Report of

Management Our responsibility is to express an opinion on

the Companys internal control over financial reporting

based on our audit

We conducted our audit in accordance with the

standards of the Public Company Accounting Oversight

Board United States Those standards require that we

plan and perform the audit to obtain reasonable assurance

about whether effective internal control over financial

reporting was maintained in all material respects Our audit

included obtaining an understanding of internal control

over financial reporting assessing the risk that material

weakness exists testing and evaluating the design and

operating effectiveness of internal control based on the

assessed risk and performing such other procedures as

we considered necessary in the circumstances We believe

that our audit provides reasonable basis for our opinion

companys internal control over financial reporting

is process designed to provide reasonable assurance

regarding the reliability of financial reporting and the

preparation of financial statements for external purposes in

accordance with generally accepted accounting principles

companys internal control over financial reporting

includes those policies and procedures that pertain

to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and disposi

tions of the assets of the company provide reasonable

assurance that transactions are recorded as necessary to

permit preparation of financial statements in accordance

with generally accepted accounting principles and that

receipts and expenditures of the company are being made

only in accordance with authorizations of management

and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unau

thorized acquisition use or disposition of the companys

assets that could have material effect on the financial

statements

Because of its inherent limitations internal control over

financial reporting may not prevent or detect misstate

ments Also projections of any evaluation of effectiveness

to future periods are subject to the risk that controls may

REPORT OF MANAGEMENT

Alan Wilson Chairman President Chief Executive Officer

Gordon Stetz Executiv Vice President Chief Financial Officer

enneth Kelly Jr Senior Vice President Controller Chief Accounting Officer
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REPORT OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

become inadequate because of changes in conditions

or that the degree of compliance with the policies or

procedures may deteriorate

In our opinion McCormick Company Incorporated

maintained in all material respects effective internal

control over financial reporting as of November 30 2009

based on the COSO criteria

We also have audited in accordance with the standards

of the Public Company Accounting Oversight Board United

States the consolidated balance sheets of McCormick

Company Incorporated as of November 30 2009 and 2008

and the related consolidated income statements

statements of shareholders equity and cash flow

statements for each of the three years in the period ended

November 30 2009 and our report dated January 28 2010

expressed an unqualified opinion thereon

iit
Baltimore Maryland

January 28 2010

Consolidated Financial Statements

The Board of Directors and Shareholders of

McCormick Company Incorporated

We have audited the accompanying consolidated balance

sheets of McCormick Company Incorporated as of

November 30 2009 and 2008 and the related consolidated

income statements statements of shareholders equity

and cash flow statements for each of the three years in the

period ended November 30 2009 These financial

statements are the responsibility of the Companys

management Our responsibility is to express an opinion on

these financial statements based on our audits

We conducted our audits in accordance with the

standards of the Public Company Accounting Oversight

Board United States Those standards require that we

plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material

misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the

accounting principles used and significant estimates made

by management as well as evaluating the overall financial

statement presentation We believe that our audits provide

reasonable basis for our opinion

In our opinion the financial statements referred to above

present fairly in all material respects the consolidated

financial position of McCormick Company Incorporated

at November 30 2009 and 2008 and the consolidated

results of their operations and their cash flows for each of

the three years in the period ended November 30 2009 in

conformity with U.S generally accepted accounting

principles

As discussed in note 12 of the notes to consolidated

financial statements the Company changed its method of

accounting for uncertainty in income taxes on December

2007

As discussed in note of the notes to consolidated

financial statements the Company changed its method of

accounting for defined benefit post retirement plans on

November 30 2007 and effective December 2008

changed the measurement date for pension and postretire

ment plan assets and liabilities to coincide with its year end

We also have audited in accordance with the standards

of the Public Company Accounting Oversight Board United

States McCormick Company Incorporateds internal

control over financial reporting as of November 30 2009

based on criteria established in Internal Control Integrated

Framework issued by the Committee of Sponsoring Orga
nizations of the Treadway Commission and our report dated

January 28 2010 expressed an unqualified opinion thereon

Baltimore Maryland

January 28 2010
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CONSOLIDATED INCOME STATEMENT

for the year ended November30 mi/lions except per share data 2009 2008 2007

Net sales $3192.1 $3176.6 $2916.2

Cost of goods sold 1864.9 1888.4 724.4

Gross profit 1327.2 1288.2 1191.8

Selling general and administrative expense 846.6 870.6 806.9

Impairment charge 29.0

Restructuring charges 13.7 12.1 30.7

Operating income 466.9 376.5 354.2

Interest expense 52.8 56.7 60.6

Other income net 2.4 18.0 8.8

Income from consolidated operations before income taxes 416.5 337.8 302.4

Income taxes 133.0 100.6 92.2

Net income from consolidated operations 283.5 237.2 210.2

Loss on sale of unconsolidated operations .8

Income from unconsolidated operations 16.3 18.6 20.7

Net income 299.8 255.8 230.1

Earnings per share basic $2.29 $1 .98 $1.78

Earnings per share diluted $2.27 $1.94 $1.73

See Notes to Consolidated Financial Statements pages 44-63
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CONSOLIDATED BALANCE SHEET

at November30 mi//ions 2009 2008

Assets

Cash and cash equivalents 39.5 38.9

Trade accounts receivable less allowances of $4.5 for 2009 and $4.6 for 2008 365.3 380.7

Inventories 4459 439.0

Prepaid expenses and other current assets 19.8 109.7

Total current assets 970.5 968.3

Property plant and equipment net 489.8 461.1

Goodwill 1479.7 1230.2

Intangible assets net 237.3 374.8

Prepaid allowances 26.6 32.9

Investments and other assets 183.9 153.0

Total assets $3387.8 $3220.3

Liabilities

Short-term borrowings 101.2 303.1

Current portion of long-term debt 14.9 50.9

Trade accounts payable 283.6 266.1

Other accrued liabilities 418.5 414.0

Total current liabilities
818.2 1034.1

Long-term debt 875.0 885.2

Other long-term liabilities 360.0 245.7

Total liabilities 2053.2 2165.0

Shareholders equity

Common stock no par value authorized 320.0 shares issued and

outstanding 200912.3 shares 2008 12.3 shares 235.1 223.1

Common stock non-voting no par value authorized 320.0 shares

issued and outstanding 2009 19.5 shares 2008 7.8 shares 398.9 358.7

Retained earnings
591.5 425.4

Accumulated other comprehensive income 109.1 48.1

Total shareholders equity 1334.6 1055.3

Total liabilities and shareholders equity $3387.8 $3220.3

See Notes to Consolidated Financial Statements pages 44-63
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CONSOLIDATED CASH FLOW STATEMENT

for the year ended November30 fm//lions 2009 2008 2007

Operating activities

Net income $299.8 $255.8 $230.1

Adjustments to reconcile net income to

net cash provided by operating activities

Depreciation and amortization 94.3 85.6 82.6

Stock-based compensation 12.7 18.2 21.4

Loss gain on sale of assets .3 22.9 .5

Impairment charge 29.0

Loss on sale of unconsolidated operations .8

Deferred income taxes 24.0 8.8 12.0

Income from unconsolidated operations 16.3 18.6 20.7

Changes in operating assets and liabilities

Trade accounts receivable 45.8 7.7 36.9

Inventories 17.7 27.4 7.9

Trade accounts payable 4.8 42.6 8.9

Other assets and liabilities 78.2 44.6 61 .8

Dividends received from unconsolidated affiliates 10.9 13.4 19.5

Net cash provided by operating activities 415.8 314.6 224.5

Investing activities

Acquisitions of businesses 693.3 5.9

Capital expenditures 82.4 85.8 78.5

Proceeds from sale of business 14.0

Proceeds from sale of property plant and equipment .6 18.1 1.6

Net cash used in investing activities 81 .8 747.0 92.8

Financing activities

Short-term borrowings net 201.8 156.5 66.0

Long-term debt borrowings 503.0

Long-term debt repayments 50.4 150.4 .5

Proceeds from exercised stock options 35.8 48.8 43.0

Common stock acquired by purchase .0 57.0

Dividends paid 125.4 113.5 103.6

Net cash used in provided by financing activities 341.8 433.4 152.1

Effect of exchange rate changes on cash and cash equivalents 8.4 8.0 17.3

Increase decrease in cash and cash equivalents .6 7.0 3.1

Cash and cash equivalents at beginning of year 38.9 45.9 49.0

Cash and cash equivalents at end of year 39.5 38.9 45.9

See Notes to Consolidated Financial Statements pages 44-63
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CONSOLIDATED STA TEMENT OF SHAREHOLDERS EQUITY

Common Accumulated

Common Stock Common Other Total

Stock Non-Voting Stock Retained Comprehensive Shareholders

millions Shares Shares Amount Earnings Income Equity

Balance November30 2006 13.2 116.9 $444.3 $348.7 $140.3 933.3

Comprehensive income

Net income 230.1 230.1

Currency translation adjustments 23.2 123.2

Change in derivative financial instruments

net of tax of $4.9 8.5 8.5

Minimum pension liability adjustment

net of tax of $30.3 54.6 54.6

Comprehensive income 399.4

Dividends 105.6 105.6

Adjustment for new pension accounting

net of tax of $27.2 493 49.3

Stock-based compensation 21 .4 21 .4

Shares purchased and retired .6 3.9 18.7 149.4 168.1

Shares issued including tax benefit of $9.4 1.5 .7 54.0 54.0

Equal exchange 1.3 .3

Balance November 30 2007 12.8 115.0 $501.0 $323.8 $260.3 $1085.1

Comprehensive income

Net income 255.8 255.8

Currency translation adjustments 240.4 240.4

Change in derivative financial instruments

netof taxof $4.9 10.0 10.0

Unrealized components of pension plans

net of tax of $7.4 18.2 18.2

Comprehensive income 43.6

Dividends 116.7 116.7

Adjustment for new tax accounting 12.8 12.8

Stock-based compensation 18.2 18.2

Shares purchased and retired .7 .2 10.9 24.7 35.6

Shares issued including tax benefit of $14.4 2.4 .8 73.5 73.5

Equal exchange 2.2 2.2

Balance November 30 2008 12.3 117.8 $581.8 $425.4 48.1 $1055.3

Comprehensive income

Net income 299.8 299.8

Currency translation adjustments 187.0 187.0

Change in derivative financial instruments

net of tax of $1.8 4.6 4.6

Unrealized components of pension plans

netoftaxof $55.8 121.4 121.4

Comprehensive income 360.8

Dividends 128.5 128.5

Adjustment for new pension accounting 1.5 1.5

Stock-based compensation 12.7 12.7

Shares retired .1 3.1 3.7 6.8

Shares issued including tax benefit of $7.2 1.3 .5 42.6 42.6

Equal exchange 1.2 1.2

Balance November 30 2009 12.3 119.5 $634.0 $591.5 $109.1 $1334.6

See Notes to Consolidated Financial Statements pages 44-63
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidation

The financial statements include the accounts of our

majority-owned or controlled subsidiaries and affiliates

Intercompany transactions have been eliminated Invest

ments in unconsolidated affiliates over which we exercise

significant influence but not control are accounted for by

the equity method Accordingly our share of net income or

loss of unconsolidated affiliates is included in net income

Use of Estimates

Preparation of financial statements that follow account

ing principles generally accepted in the U.S requires us to

make estimates and assumptions that affect the amounts

reported in the financial statements and notes Actual

amounts could differ from these estimates

Cash and Cash Equivalents

All highly liquid investments purchased with an original

maturity of three months or less are classified as cash

equivalents

Inventories

Inventories are stated at the lower of cost or market Cost

is determined using standard or average costs which

approximate the first-in first-out costing methoft

Property Plant and Equipment

Property plant and equipment is stated at historical

cost and depreciated over its estimated useful life using

the straight-line method for financial reporting and both

accelerated and straight-line methods for tax reporting

The estimated useful lives range from 20 to 40 years for

buildings and to 12 years for machinery equipment and

computer software Repairs and maintenance costs are

expensed as incurred

Capitalized Software Development Costs

We capitalize costs of software developed or obtained

for internal use Capitalized software development costs

include only direct costs paid to others for materials and

services to develop or buy the software payroll and

payroll-related costs for employees who work directty on

the software development project and interest costs

while developing the software Capitalization of these

costs stops when the project is substantially complete and

ready for use Software is amortized using the straight-line

method over range of to years but not exceeding the

expected life of the product We capitalized $20.1 million

of software during the year ended November 30 2009

$1 2.1 million during the year ended November 30 2008

and $19.9 million during the year ended November 30 2007

Goodwill and Other Intangible Assets

We review the carrying value of goodwill and non-amortiz

able intangible assets and conduct tests of impairment on

an annual basis as described below We also test goodwill

for impairment if events or circumstances indicate that

it is more likely than not that the fair value of reporting

unit is below its carrying amount and test non-amortizing

intangible assets for impairment if events or changes in

circumstances indicate that the asset might be impaired

Separable intangible assets that have finite useful lives are

amortized over those lives

Determining the fair value of reporting unit or an

indefinite-lived purchased intangible asset is judgmental

in nature and involves the use of significant estimates and

assumptions These estimates and assumptions include

revenue growth rates and operating margins used to

calculate projected future cash flows risk-adjusted discount

rates assumed royalty rates future economic and market

conditions and determination of appropriate market corn

parables We base our fair value estimates on assumptions

we believe to be reasonable but that are unpredictable and

inherently uncertain Actual future results may differ from

these estimates

Goodwill Impairment

Our reporting units used to assess potential goodwill

impairment are the same as our business segments We

calculate fair value of reporting unit by using discounted

cash flow model and then compare that to the carrying

amount of the reporting unit including intangible assets

and goodwill If the carrying amount of the reporting unit

exceeds the calculated fair value then we would determine

the implied fair value of the reporting units goodwill An
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impairment charge would be recognized to the extent the

carrying amount of goodwill exceeds the implied fair value

Non-Amortizable Intangible Asset Impairment

Our non-amortizable intangible assets consist of brand

names and trademarks We calculate fair value by using

discounted cash flow model or relief-from-royalty method

and then compare that to the carrying amount of the non-

amortizable intangible asset If the carrying amount of the

non-amortizable intangible asset exceeds its fair value an

impairment charge would be recorded to the extent the

recorded non-amortizable intangible asset exceeds the

fair value

See note for discussion of the Silvo brand name impair

ment charge recorded in 2008

Prepaid Allowances

Prepaid allowances arise when we prepay sales

discounts and marketing allowances to certain cus

tomers on multi-year sales contracts These costs

are capitalized and amortized against net sales The

majority of our contracts are for specific committed

customer sales volume while others are for specific

time duration Prepaid allowances on volume based

contracts are amortized based on the actual volume of

customer purchases while prepaid allowances on

time-based contracts are amortized on straight-line

basis over the life of the contract The amounts

reported in the balance sheet are stated at the lower of

unamortized cost or our estimate of the net realizable

value of these allowances

Revenue Recognition

We recognize revenue when we have an agreement with

the customer the product has been delivered to the cus

tomer the sales price is fixed and collectibility is reasonably

assured We reduce revenue for estimated product returns

allowances and price discounts based on historical experi

ence and contractual terms

Trade allowances consisting primarily of customer

pricing allowances merchandising funds and consumer

coupons are offered through various programs to cus

tomers and consumers Revenue is recorded net of trade

allowances

Trade accounts receivable are amounts billed and

currently due from customers We have an allowance for

doubtful accounts to reduce our receivables to their net

realizable value We estimate the allowance for doubtful

accounts based on our history of collections and the aging

of our receivables

Shipping and Handling

Shipping and handling costs on our products sold to cus

tomers are included in selling general and administrative

expense in the income statement Shipping and handling

expense was $73.2 million $84.0 million and $81.9 million

for 2009 2008 and 2007 respectively

Research and Development

Research and development costs are expensed as incurred

and are included in selling general and administrative

expense in the income statement Research and develop

ment expense was $48.9 million $51.0 million and $49.3

million for 2009 2008 and 2007 respectively

Marketing Support

Total marketing support costs which are included in selling

general and administrative expense in the income state

ment were $146.5 million $1 27.0 million and $1 12.3

million for 2009 2008 and 2007 respectively Marketing

support costs include advertising promotions and custom

er trade funds used for cooperative advertising Promotion

costs include consumer promotions point of sale materi

als and sampling programs Advertising costs include the

development and production of ads and the communication

of ads through print television radio and the Internet and

in-store advertising expenses These ads are expensed in

the period in which they first run Advertising expense was

$63.8 million $57.4 million and $54.7 million for 2009 2008

and 2007 respectively

Recently Issued Accounting Pronouncements

In May 2009 the Financial Accounting Standards Board

FASB issued guidance regarding subsequent events

events or transactions occurring after the balance sheet
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

date but before issuance of our financial statements

This new accounting pronouncement was effective for

our third quarter of 2009 and we have evaluated subse

quent events through January 28 2010 the date these

financial statements were issued

In December 2008 the FASB issued guidance on provid

ing disclosures about plan assets of an employers defined

benefit pension plan This will be effective for our year end

ing November 30 2010

In March 2008 the FASB issued standard to improve

financial reporting by requiring disclosures about the loca

tion and amounts of derivative instruments in an entitys

financial statements how derivative instruments and

related hedged items are accounted for under current stan

dards and how derivative instruments and related hedged

items affect its financial position financial performance and

cash flows We began making these new disclosures in the

first quarter of 2009 see note for further details

In December 2007 the FASB issued standard that out

lines the accounting and reporting for ownership interest in

subsidiary held by parties other than the parent company

generally referred to as minority interests This new

accounting pronouncement is effective for our first quarter

of 2010 and we do not expect any material impact on our

financial statements from adoption

In December 2007 the FASB issued standard on

business combinations This standard establishes principles

and requirements for how an acquirer recognizes and

measures the identifiable assets acquired the liabilities

assumed any minority interest in the acquiree and the

goodwill acquired This standard also establishes disclosure

requirements which will enable users to evaluate the

nature and financial effects of the business combination It

is effective for our acquisitions made after November 30

2009 and its implementation may have material impact

on our financial statements for businesses we acquire

post-adoption

In September 2006 the FASB issued standard that

requires us to record an asset or liability on our balance

sheet for our pension plans overfunded or underfunded

status record any changes in the funded status of our
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pension and postretirement plans in the year in which the

changes occur reported in comprehensive income and

measure our pension and postretirement assets and

liabilities at November 30 versus our previous measure

ment date of September 30 We complied with the require

ment to record the funded status and provided additional

disclosures with our financial statements for our year

ended November 30 2007 Effective with our first quarter

of 2009 financial statements we complied with the portion

of the standard to eliminate the difference between our

plans measurement date and our November 30 fiscal year-

end The standard provides two approaches to transition to

fiscal year-end measurement date both of which are to

be applied prospectively We elected to apply the transition

option under which 14-month measurement period from

September 30 2008 through November 30 2009 was

used to determine our 2009 fiscal year pension expense

Because of the 14-month measurement period we

recorded $2.3 million $1.5 million net of tax decrease

to retained earnings with corresponding increase to other

long-term liabilities effective December 2008

In September 2006 the FASB issued standard that

defines fair value and provides guidance for measuring fair

value and the necessary disclosures This standard does

not require any new fair value measurements but rather

applies to all other accounting pronouncements that require

or permit fair value measurements In line with the require

ments we adopted this standard for financial assets and

liabilities in the first quarter of 2008 and we adopted it for

non-financial assets and liabilities in the first quarter of 2009

see note for further details Additional pronouncements

have been issued by the FASB providing guidance and

clarification on measuring fair value There were no material

effects upon adoption of this new accounting pronounce

ment on our financial statements

On December 2007 we adopted the FASB guidance

on accounting for uncertainty in income taxes This guid

ance sets threshold for financial statement recognition

and measurement of tax position taken or expected to be

taken in tax return For each tax position we must deter

mine whether it is more likely than not that the position

will be sustained on audit based on the technical merits of

the position including resolution of any related appeals or

litigation tax position that meets the more likely than not

recognition threshold is then measured to determine the

amount of benefit to recognize in the financial statements

See note 12 for further details



Reclassifications

Other receivables of $34.0 million have been reclassified

from Trade accounts receivable to Prepaid expenses and

other current assets on our November 30 2008 consolidat

ed balance sheet to conform to the current year presenta

tion The effect of this reclassification is not material to our

financial statements

ACQUISITIONS

Acquisitions of new brands are part of our strategy to im

prove margins and increase sales and profits

In July 2008 we completed the purchase of the assets

of the Lawrys business Lawrys manufactures and sells

variety of marinades and seasoning blends under the well-

known Lawrys brand in North America The acquisition

included the rights to the brands as well as related inven

tory and small number of dedicated production lines It

did not include any manufacturing facilities or employees

The distribution of Lawrys sales was approximately 90% to

our consumer segment and 10% to our industrial segment

The purchase price was $603.5 million in cash the

assumption of certain liabilities relating to the purchased

assets and transaction costs of $1 .5 million We used

cash on hand and borrowings under our commercial paper

program to initially fund the purchase price In September

2008 we issued $250 million in medium-term debt $248

million in net proceeds to repay portion of our outstand

ing commercial paper issued to fund the Lawrys acquisi

tion see note The transaction underwent regulatory

review and the Federal Trade Commission issued its final

order In compliance with that order we sold our Season-All

business to Morton International Inc in July 2008 With

annual sales of approximately $18 million the Season-All

business was sold for $15 million in cash with net cash

proceeds of $14 million This resulted in pre-tax gain of

$12.9 million which was recorded as part of Other income

in our income statement for 2008

During 2009 we completed the final valuation of assets

for Lawrys which resulted in $9.4 million being allocated

to tangible net assets $62.4 million allocated to other

intangibles assets and $543.2 million allocated to goodwill

The final valuation utilized valuation methods that pre

dominately use discounted cash flow models and reflects

$135.5 million transfer from brands and other intangible

assets to goodwill from the preliminary valuation recorded

in July 2008 The resulting change to amortization expense

was not material The value for brands and other intan

gible assets consists of $14.4 million which is amortizable

and $48.0 million which is non-amortizable The weighted

average amortization period for the amortizable intangible

assets is 23.8 years For tax purposes goodwill resulting

from the acquisition is deductible

In these financial statements we have not included pro

forma historical information as if the results of Lawrys had

been included from the beginning of the periods presented

since the use of forward-looking information would be

necessary in order to meaningfully present the effects of

the acquisition Forward-looking information rather than

historical information would be required as Lawrys was

operated as part of larger business within Unilever N.y

and the expense structure and level of brand support would

have been different under our ownership Net sales for the

years ended November 30 2009 and November 30 2008

from this acquisition were $98.7 million and $40.6 million

respectively

In February 2008 we purchased Billy Bee Honey Prod

ucts Ltd Billy Bee for $76.4 million in cash business

which operates in North America and is primarily included

in our consumer segment from the date of acquisition Billy

Bee markets and sells under the Billy Bee brand The

annual sales of this business were approximately $35.0 mil

lion at the time of acquisition and include branded private

label and industrial products

During 2009 we completed the final valuation of assets

for Billy Bee which resulted in $5.7 million being allocated

to tangible net assets $12.0 million allocated to other intan

gibles assets and $58.7 million allocated to goodwill This

valuation was not significantly different than the preliminary

valuation recorded in February 2008 The value for brands

and other intangible assets consists of $4.1 million which is

amortizable and $7.9 million which is non-amortizable

In July 2007 we purchased Thai Kitchen SA for

$1 2.8 million in cash business which operates the Thai

Kitchen brand in Europe This acquisition complements our

U.S purchase of Simply Asia Foods in 2006 The annual

sales at the time of the acquisition were approximately

$7 million
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GOODWILL AND INTANGIBLE ASSETS

The following table displays intangible assets as of Novem

ber 30 2009 and 2008

millions

Amortizable intangible assets 49.3 $14.4 111.1 $11.6

Non-amortizable intangible

assets

Goodwill 1479.7 1230.2

Brand names 192.4 268.1

Trademarks 10.0 7.2

1682.1 1505.5

Total goodwill and intangible

assets $1731.4 $14.4 $1616.6 $11.6

Intangible asset amortization expense was $1.3 million

$5.9 million and $3.2 million for 2009 2008 and 2007 respec

tively At November 30 2009 amortizable intangible assets

had an average remaining life of approximately 15 years

The changes in the carrying amount of goodwill by seg

ment for the years ended November 30 2009 and 2008 are

as follows

millions

Beginning of year $1110.0 $120.2 822.5 57.0

Purchase price
allocation 122.5 19.9

Goodwill acquired 384.8 78.8

Foreign currency fluctuations 102.0 5.1 97.3 15.6

End of year $1334.5 $145.2 $1110.0 $1 20.2

IMPAIRMENT CHARGE

During our annual impairment testing in the fourth quarter

of 2008 we calculated the fair value of the Silvo brand in

The Netherlands using the relief-from-royalty method and

determined that it was lower than its carrying value Con

sequently we recorded non-cash impairment charge of

$29.0 million in our consumer business segment

INVESTMENTS IN AFFILIATES

Summarized annual and year-end information from the

financial statements of unconsolidated affiliates represent

ing 100% of the businesses follows

millions 2009 2008 2007

Net sales $480.6 $483.8 $415.7

Gross profit
163.8 167.0 168.6

Net income 34.6 36.7 44.2

Current assets $190.7 $178.7 $170.3

Noncurrent assets 54.1 54.1 54.0

Current liabilities 96.3 105.3 101.4

Noncurrent liabilities 9.6 9.3 9.9

Our share of undistributed earnings of unconsolidated

affiliates was $59.3 million at November 30 2009 Royalty

income from unconsolidated affiliates was $12.8 million

$13.3 million and $1 1.4 million for 2009 2008 and 2007

respectively

Our principal investment in unconsolidated affiliates is

50% interest in McCormick de Mexico S.A de CV

millions 2009 2008

Short-term borrowings

Commercial paper $100.0 $252.0

Other 1.2 51.1

$101.2 $303.1

Weighted-average interest rate

of short-term borrowings at year-end .4% 2.1%

Long-term debt

3.35% medium-term notes repaid 2009 50.0

5.80% medium-term notes due 2011 $100.0 100.0

5.25% medium-term notes due 2013 ii 250.0 250.0

5.20% medium-term notes due 2015121 200.0 200.0

5.75% medium-term notes due 2017 31 250.0 250.0

7.63%-8.12% medium-term notes due 2024 55.0 55.0

Other 21.6 20.0

Unamortized discounts and fair value adjustments 13.3 11.1

889.9 936.1

Less current portion 14.9 50.9

$875.0 $885.2

2009 2008

Gross

carrying
Accumulated

amount amortization

Gross

carrying Accumulated

amount amortization

FINANCING ARRANGEMENTS

Our outstanding debt is as follows

2009

Consumer Industrial

2008

Consumer Industrial

Ill interest rate swaps settled upon the issuance of the medium-term notes

effectively fixed the interest rate on the $250 million notes at weighted

average fixed rate of 5.54%

12 The fixed interest rate on $100 million of the 5.20% medium-term notes due in

2015 is effectively convened to variable rate by interest rate swaps through

2015 Net inlerest payments are based on month LIBOR minus 0.05%

during this period lour elfective rate as ci November 30 2009 was 0.25%

131 Interest rate swaps settled upon the issuance of the medium-term notes

effectively fixed the interest rate on the $250 million notes at weighted

average fixed rate of 6.25%
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Maturities of long-term debt during the years subsequent

to November 30 2010 are as follows in millions

2011 $1002
2012 $.3

2013 $251.3

2014 $1.3

Thereafter $508.5

In September 2008 we issued $250 million of 5.25%

notes due 2013 with net cash proceeds received of

$248.0 million Interest is payable semiannually in arrears

in March and September of each year Of these notes

$100 million were subject to an interest rate hedge as

further discussed in note The net proceeds from this

offering were used to pay down commercial paper which

was issued for the purchase of the Lawrys business see

note

In December 2007 we issued $250 million of 5.75%

medium-term notes which are due in 2017 with net cash

proceeds received of $248.3 million These notes were

also subject to an interest rate hedge as further discussed

in note The net proceeds were used to repay $150

million of debt which matured in 2008 with the remainder

used to repay short-term debt

We have available credit facilities with domestic and

foreign banks for various purposes Some of these lines

are committed lines and others are uncommitted lines and

could be withdrawn at various times We have two major

committed lines In July 2007 we entered into $500

million five-year revolving credit agreement with various

banks for general business purposes Our current pricing

under this credit agreement on fully drawn basis is

LIBOR pIus 0.25% Our second major facility is for $150

million as of November 30 2009 but will be reduced to

$100 million on December 31 2009 This revolving credit

facility is also with syndicate of banks and expires in

July 2010 Our current pricing under this facility on

fully drawn basis is based on LIBOR plus credit default

index The indexs lower limit is and is capped at 2.5%

These two facilities support our commercial paper program

and have $650 million of capacity at November 30 2009

of which $100 million was used to support issued com
mercial paper In addition to these two lines we have

several uncommitted lines which have total unused

capacity at November 30 2009 of $109 million These lines

by their nature can be withdrawn based on the lenders

discretion Committed credit facilities require fee and

annual commitment fees at November 30 2009 and 2008

were $0.4 million and $0.3 million respectively

Rental expense under operating leases was $26.8

million in 2009 $27.5 million in 2008 and $27.0 million in

2007 Future annual fixed rental payments for the years

ending November 30 are as follows in millions

2010$21.1

2011 $16.6

2012$11.8

2013 8.6

2014s 7.4

Thereafter $11.0

At November 30 2009 we had guarantees outstanding of

$1 .8 million with terms of one year or less At November 30

2009 and 2008 we had outstanding letters of credit of

$30.0 million and $25.3 million respectively These letters

of credit typically act as guarantee of payment to certain

third parties in accordance with specified terms and

conditions The unused portion of our letter of credit
facility

was $3.5 million at November 30 2009

FINANCIAL INSTRUMENTS

We use derivative financial instruments to enhance our

ability to manage risk including foreign currency and

interest rate exposures which exists as part of our ongoing

business operations We do not enter into contracts for

trading purposes nor are we party to any leveraged

derivative instrument and all derivatives are designated as

hedges The use of derivative financial instruments is

monitored through regular communication with senior

management and the use of written guidelines
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Foreign Currency

We are potentially exposed to foreign currency fluctua

tions affecting net investments transactions and earnings

denominated in foreign currencies We selectively hedge

the potential effect of these foreign currency fluctuations

by entering into foreign currency exchange contracts with

highly-rated financial institutions

Contracts which are designated as hedges of anticipated

purchases denominated in foreign currency generally

purchases of raw materials in U.S dollars by operating units

outside the U.S are considered cash flow hedges The

gains and losses on these contracts are deferred in other

comprehensive income until the hedged item is recognized

in cost of goods sold at which time the net amount deferred

in other comprehensive income is also recognized in cost of

goods sold Gains and losses from hedges of assets liabili

ties or firm commitments are recognized through income

offsetting the change in fair value of the hedged item

At November 30 2009 we had foreign currency ex

change contracts maturing within one year to purchase

or sell $307.8 million of foreign currencies versus $64.9

million at November 30 2008 All of these contracts were

designated as hedges of anticipated purchases denomi

nated in foreign currency to be completed within one

year or hedges of foreign currency denominated assets or

liabilities Hedge ineffectiveness was not material

Interest Rates

We finance portion of our operations with both fixed

and variable rate debt instruments primarily commercial

paper notes and bank loans We utilize interest rate swap

agreements to minimize worldwide financing costs and to

achieve desired mix of variable and fixed rate debt

We entered into three separate forward treasury lock

agreements totaling $100 million in July and August of

2008 These forward treasury lock agreements were ex

ecuted to manage the interest rate risk associated with the

forecasted issuance of $250 million of fixed rate medium-

term notes issued in September 2008 We cash settled

these treasury lock agreements which were designated as

cash flow hedges for loss of $1 .5 million simultaneous with

the issuance of the notes and effectively fixed the interest
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rate on the $250 million notes at weighted average fixed

rate of 5.54% The loss on these agreements was deferred

in other comprehensive income and is being amortized over

the five-year life of the medium-term notes as component

of interest expense Hedge ineffectiveness of these agree

ments was not material

In August 2007 we entered into $150 million of forward

treasury lock agreements to manage the interest rate risk

associated with the forecasted issuance of $250 million of

fixed rate medium-term notes issued in December 2007

We cash settled these treasury lock agreements for loss

of $10.5 million simultaneous with the issuance of the

medium-term notes and effectively fixed the interest rate

on the $250 million notes at weighted-average fixed rate

of 6.25% We had designated these forward treasury lock

agreements as cash flow hedges The loss on these agree

ments was deferred in other comprehensive income and is

being amortized over the 10-year life of the medium-term

notes as component of interest expense Hedge ineffec

tiveness of these agreements was not material

In March 2006 we entered into interest rate swap

contracts for total notional amount of $100 million to

receive interest at 5.20% and pay variable rate of interest

based on three-month LIBOR minus .05% We designated

these swaps which expire in December 2015 as fair value

hedges of the changes in fair value of $100 million of the

$200 million 5.20% medium-term notes due 2015 that we

issued in December 2005 Any unrealized gain or loss on

these swaps will be offset by corresponding increase or

decrease in value of the hedged debt No hedge ineffec

tiveness is recognized as the interest rate swaps qualify for

shortcut treatment as defined under U.S GAAP



The following table discloses the derivative instruments on our balance sheet as of November 30 2009 which are all

recorded at fair value

millions Asset Derivatives Liability Derivatives

Interest rate contracts

Foreign exchange forward

contracts

Total

The following tables disclose the impact of derivative in

struments on other comprehensive income OCI accumu

lated other comprehensive income AOCI and our income

statement for the year ended November 30 2009

Fair value hedges millions

Income statement

Derivative location Income expensel

Interest rate contracts Interest expense $4.1

Cash flow hedges millions

Gain loss Gain loss

recognized Income statement reclassified

Derivative in OCI location from AOCI

Terminated interest Interest

rate contracts expense $1 .4

Foreign exchange Cost of

contracts $3.0 goods sold 5.3

Total $13.01 $3.9

The amount of gain or loss recognized in income on the

ineffective portion of derivative instruments is not material

As of November 30 2009 the maximum time frame for

our foreign exchange contracts was 12 months The net

amount of other comprehensive income expected to be

reclassified into income in the next 12 months was $2.1

million as decrease to earnings

Fair Value of Financial Instruments

The carrying amount and fair value of financial instruments

at November 30 2009 and 2008 were as follows

millions

Long-term investments 54.5 54.5 40.3 40.3

Long-term debt 889.9 954.1 936.1 908.6

Derivatives related to

Interest rates 17.0 17.0 15.6 15.6

Foreign currency assets 1.4 1.4 7.4 7.4

Foreign currency liabilities 3.5 3.5 .3 .3

Because of their short-term nature the amounts reported

in the balance sheet for cash and cash equivalents receiv

ables short-term borrowings and trade accounts payable

approximate fair value

Investments in affiliates are not readily marketable and

it is not practicable to estimate their fair value Long-term

investments are comprised of fixed income and equity

securities held on behalf of employees in certain employee

benefit plans and are stated at fair value on the balance

sheet The cost of these investments was $55.6 million and

$51 .7 million at November 30 2009 and 2008 respectively

Concentrations of Credit Risk

We are potentially exposed to concentrations of credit risk

with trade accounts receivable prepaid allowances and

financial instruments Because we have large and diverse

customer base with no single customer accounting for

significant percentage of trade accounts receivable and

prepaid allowances there was no material concentration of

Derivatives Balance sheet location Notional amount Fair value Balance sheet location Notional amount Fair value

Other current assets $100.0 $1 7.0

Other current assets 36.3 1.4

$136.3 $18.4

Other accrued liabilities $271.5 $3.5

$271.5 $3.5

2009 2008

Carrying Fair Carrying

amount value amount

Fair

value

McCORMICK COMPANY 2009 ANNUAL REPORT 51



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

credit risk in these accounts at November 30 2009 Current

credit markets are highly volatile and some of our custom

ers and counterparties are highly leveraged We continue

to closely monitor the credit worthiness of our customers

and counterparties We feel that the allowance for doubtful

accounts properly recognized trade receivables at realizable

value We consider nonperformance credit risk for other

financial instruments to be insignificant

FAIR VALUE MEASUREMENTS

Fair value can be measured using valuation techniques

such as the market approach comparable market prices

the income approach present value of future income or

cash flow and the cost approach cost to replace the ser

vice capacity of an asset or replacement cost Accounting

standards utilize fair value hierarchy that prioritizes the

inputs to valuation techniques used to measure fair value

into three broad levels The following is brief description

of those three levels

Level Observable inputs such as quoted prices

unadjusted in active markets for identical assets or

liabilities

Level Inputs other than quoted prices that are

observable for the asset or liability either directly or

indirectly These include quoted prices for similar assets

or liabilities in active markets and quoted prices for

identical or similar assets or liabilities in markets that are

not active

Level Unobservable inputs that reflect the reporting

entitys own assumptions
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Our population of assets and liabilities subject to fair

value measurements on recurring basis at November 30

2009 are as follows

Fair value measurements

using fair value

hierarchy

millions Fair value Level Level Level

Assets

cash and cash equivalents 39.5 $39.5

Long-term investments 54.5 13.6 40.9

Interest rate derivatives 17.0 17.0

Foreign currency derivatives 1.4 1.4

Total $112.4 $53.1 59.3

Liabilities

Long-term debt $954.1 $954.1

Foreign currency derivatives 3.5 3.5

Total $957.6 $957.6

The fair values of long-term investments are based on

quoted market prices from various stock and bond

exchanges The long-term debt fair values are based on

quotes for like instruments with similar credit ratings and

terms The fair values for interest rate and foreign currency

derivatives are based on quotations from various banks for

similar instruments using models with market based inputs

EMPLOYEE BENEFIT AND RETIREMENT PLANS

We sponsor defined benefit pension plans in the U.S and

certain foreign locations In addition we sponsor 401

retirement plans in the U.S and contribute to government-

sponsored retirement plans in locations outside the U.S

We also currently provide postretirement medical and life

insurance benefits to certain U.S employees

We adopted new accounting for pension plans in 2008

and 2009 see note for further details

Included in accumulated other comprehensive income

at November 30 2009 was $265.0 million $1 77.6 million

net of tax related to net unrecognized actuarial losses and

unrecognized prior service credit that have not yet been

recognized in net periodic pension or postretirement benefit



cost We expect to recognize $9.1 million $6.2 million net

of tax of actuarial losses net of prior service credit in net

periodic pension and postretirement benefit expense

during 2010

Defined Benefit Pension Plans

The significant assumptions used to determine benefit

obligations are as follows

Discount ratefunded plan 6.3% 83% 5.9% 7.1%

Discount rateunfunded plan 6.0% 8.4%

Salary scale 3.8% 4.0% 3.0-3.8% 3.5-4.7%

Expectedreturnonplanassets 8.3% 8.3% 7.2% 7.1%

The expected long-term rate of return on assets assump
tion is based on weighted-average expected returns for

each asset class Expected returns reflect combination of

historical performance analysis and forward-looking views

of the financial markets and include input from actuaries

investment service firms and investment managers

Our pension expense was as follows

millions

Service cost 8.4 $10.6 $11.8 4.7 5.0 7.8

Interest costs 27.9 26.1 24.5 10.3 9.9 11.3

Expected return on

plan assets 28.0 26.4 24.7 11.71 10.5 10.8

Amortization of prior

service costs .1 .3 .3 .1

Curtailment loss 1.2

Recognized net

actuarial loss 1.0 4.8 10.0 1.5 3.3

Special termination

benefits .2 .1 .1

9.3 $15.1 $21.7 3.6 6.3 $11.8

The benefit obligation fair value of plan assets and

reconciliation of the pension plans funded status as of the

measurement date follows

United States International

millions 2009 2008 2009 2008

Change in benefit obligation

Benefit obligation at

beginning of year

Adlustments due to new

measurement date

Service and interest cost

Benefit payments employee

contributions and expenses

Service cost

interest costs

Employee contributions

Plan changes and other

Actuarial loss gain

Benefits paid

Expenses paid

Foreign currency impact

Benefit obligation at

end of year $478.5 $342.6

Change in fair value of

plan assets

Fair value of plan assets at

beginning of year

Adjustments due to new

measurement date

Service and interest cost

Benefit payments employee

contributions and expenses

Actual return on plan assets

Employer contributions

Employee contributions

Benefits paid

Expenses paid

Net transfers in

Foreign currency impact

Fair value of plan assets at

end of year

$281.3 $359.0 $138.6 $183.6

4.3 1.8

13.3 1.4

16.1 615 12.4 16.0

57.0 3.6 15.3 15.6

1.6 1.7

119.91 19.8 6.4 15.7

.9 1.9

1.3

17.1 41.0

$335.5 $281.3 $178.1 $138.6

Funded status $1143.0 61.31 25.21 7.8

Employer contributions 2.4

Net amount recognized $1143.0 61.3 25.2 15.4

Pension plans in which

accumulated benefit
obligation

exceeded plan assets

Accumulated benefit
obligation $425.4 40.4 $140.3 17.2

Fair value of plan assets 335.5 119.3 11.9

Included in the United States in the preceding table is

benefit obligation of $57.9 million and $41 .8 million for 2009
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United States

2009 2008

Internationai

2009 2008

$342.6 $391.6

6.1

$146.4 $217.8

2.3

3.41

8.4

27.9

116.8

19.9

10.6

26.1

65.9

19.8

4.7

10.3

1.8

.3

27.1

7.11

1.81

19.3

5.0

9.9

1.7

3.9

136.8

15.7

.9

48.5

United States

2009 2008 2007

international

2009 2008 2007

$203.3 $146.4
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and 2008 respectively related to nonqualified defined

benefit plan pursuant to which we will pay supplemental

pension benefits to certain key employees upon retirement

based upon employees years
of service and compensation

The accrued liability related to this plan was $54.6 million

and $40.4 million as of November 30 2009 and 2008

respectively The assets related to this plan are held in

rabbi trust and accordingly have not been included in the

preceding table These assets were $40.9 million and $30.2

million as of November 30 2009 and 2008 respectively

Amounts recorded in the balance sheet consist of the

following

mi//ions

Prepaid pension cost 3.4 4.0

Accrued pension liability $143.Ol $61 .31 28.6 9.4

Deferred income taxes 75.2 27.4 10.6 8.6

Accumulated other

comprehensive income 125.8 46.1 47.2 17.6

The accumulated benefit obligation is the present value

of pension benefits whether vested or unvested attributed

to employee service rendered before the measurement

date and based on employee service and compensation

prior to that date The accumulated benefit obligation differs

from the projected benefit obligation in that it includes no

assumption about future compensation levels The ac

cumulated benefit obligation for the U.S pension plans was

$425.4 million and $307.7 million as of November 30 2009

and 2008 respectively The accumulated benefit obligation

for the international pension plans was $190.8 million and

$133.7 million as of November 30 2009 and 2008 respec

tively

Our actual and target weighted-average asset allocations

of U.S pension plan assets as of November 30 2009 and

September 30 2008 by asset category were as follows

Asset Category 2009 2008 Target

Equity securities 64.9% 62.1% 70%

Debt securities 24.3% 28.1% 20%

Other 10.8% 9.8% 10%

Total 100.0% 100.0% 100%

The average actual and target allocations of the interna

tional pension plans assets as of November 30 2009 and

September 30 2008 by asset category were as follows

Asset Category 2009 2008 Target

Equity securities 55.4% 52.5% 56%

Debt securities 41.5% 46.1% 44%

Other 3.1% 1.4%

Total
100.0% 100.0% 100%

The investment objectives of the pension benefit plans

are to secure the benefit obligations to participants at

reasonable cost to us The goal is to optimize the long-term

return on plan assets at moderate level of risk by balancing

higher-returning assets such as equity securities with less

volatile assets such as fixed income securities The assets

are managed by professional investment firms and perfor

mance is evaluated quarterly against specific benchmarks

Equity securities in the U.S plan included McCormick

stock with fair value of $1 5.7 million 0.4 million shares

and 4.7% of total U.S pension plan assets and $13.1

million 0.4 million shares and 5.9% of total U.S pension

plan assets at November 30 2009 and 2008 respectively

Dividends paid on these shares were $0.4 million in 2009

and in 2008

Pension benefit payments in our major plans are made

from assets of the pension plans It is anticipated that

future benefit payments for the U.S plans for the next 10

fiscal years will be as follows

mi//ions

2010 $19.3

2011 20.4

2012 21.8

2013 24.2

2014 25.9

2015-2019 159.5

United States

2009 2008

International

2009 2008

United States

expected payments
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Itis anticipated that future benefit payments for the inter

national plans for the next 10 fiscal years will be as follows

millions

2010 7.3

2011 79

2012 8.3

2013 8.7

2014 9.3

2015-2019 56.4

In 2010 we expect to contribute approximately $30 million

to our U.S pension plans and approximately $15 million to

our international pension plans

401k Retirement Plans

For the U.S McCormick 401k Retirement Plan we match

100% of participants contribution up to the first 3% of

the participants salary and 50% of the next 2% of the

participants salary Certain of our smaller U.S subsidiaries

sponsor separate 401k retirement plans Our contributions

charged to expense under all 401k retirement plans were

$6.1 million $5.7 million and $5.7 million in 2009 2008 and

2007 respectively

At the participants election 401k retirement plans held

2.8 million shares of McCormick stock with fair value of

$100.8 million at November 30 2009 Dividends paid on

these shares in 2009 were $2.8 million

Postretirement Benefits Other Than Pensions

We currently provide postretirement medical and life insur

ance benefits to certain U.S employees who were covered

under the active employees plan and retire after age 55

with at least years of service Employees hired after

December 31 2008 are not eligible for company subsidy

They are eligible for coverage on an access only basis The

subsidy provided under these plans is based primarily on

age at date of retirement These benefits are not pre-fund

ed but paid as incurred

mi//ions 2009 2008 2007

Service cost 3.1 3.5 3.5

Interest costs 6.7 6.4 5.7

Amortization of prior service cost 3.6 1.3 1.1

Amortization of gainsilosses 1.31 .9 .8

Settlement/curtailment .31

Postretirement benefit expense 5.6 9.5 8.9

Rollforwards of the benefit obligation fair value of plan

assets and reconciliation of the plans funded status at

November 30 the measurement date follow

millions 2009 2008

Change in benefit obligation

Benefit obligation at beginning of year 82.2 $102.6

Service cost 3.2 3.5

Interest costs 6.7 6.4

Employee contributions 3.0 2.9

Medicare prescription subsidy .5 .6

Plan amendments 8.0 6.4

Other plan assumptions 1.0

Trend rate assumption change 2.2

Discount rate change 23.2

Actuarial gain loss 2.2 173
Benefits paid 19.6 10.1

Benefit obligation at end of year 102.2 82.2

Change in fair value of plan assets

Fair value of plan assets at beginning of year

Employer contributions 6.1 6.6

Employee contributions 3.0 2.9

Medicare prescription subsidy .5 .6

Benefits paid 9.6 10.1

Fair value of
plan assets at end of year

Other postretirement benefit liability $102.2 82.21

Estimated future benefit payments net of employee

contributions for the next 10 fiscal years are as follows

millions Total

2010 7.2 $1.1 8.3

2011 7.6 1.1 8.7

2012 7.8 1.2 9.0

2013 8.1 1.2 9.3

2014 8.3 1.3 9.6

2015-2019 43.2 6.6 49.8

The assumed discount rate was 5.2% and 8.6% for 2009

and 2008 respectively

International

expected payments

Our other posiretirement benefit expense follows

Retiree

medical

Retiree life

insurance
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For 2010 the assumed annual rate of increase in the cost

of covered health care benefits is 9.0% 9.0% last year It

is assumed to decrease gradually to 5.0% in the year 2017

5.0% by 2014 last year and remain at that level thereafter

Changing the assumed health care cost trend would have

the following effect

millions

1- Percentage- 1- Percentage-

point
increase point decrease

Effect on total of service and interest

cost components in 2009 $.4 $1.3

Effect on benefit obligation as of

November 30 2009 .8 1.8

10 STOCK-BASED COMPENSATION

We calculate and record compensation expense on the fair

value of grants of various stock-based compensation pro

grams over the vesting period of the awards Awards are

calculated at their fair value at date of grant The resulting

compensation expense is recorded in the income state

ment ratably over the shorter of the period until vesting or

the employees retirement eligibility date For employees

eligible for retirement on the date of grant compensation

expense is recorded immediately

For all grants the amount of compensation expense to

be recorded is adjusted for an estimated forfeiture rate

which is based on historical data

Total stock-based compensation expense for 2009 2008

and 2007 was $12.7 million $18.2 million and $21.4 million

respectively Total unrecognized stock-based compensation

expense at November 30 2009 was $8.7 million and the

weighted-average period over which this will be recognized

is 1.4 years

We have two types of stock-based compensation

awards restricted stock units RSUs and stock options

Below we have summarized the key terms and methods

of valuation for our stock-based compensation awards

RSUs

RSUs are valued at the market price of the underlying stock

on the date of grant Substantially all of the RSUs vest over

two-year term and are expensed ratably over that period

subject to the retirement eligibility
rules discussed above
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summary of our RSU activity for the years ended

November 30 follows

shares in thousands 2009 2008 2007

Weighted- Weighted- Weighted-

average average average

Shares price Shares price Shares price

Beginning

of year 370 $36.78 373 $36.47 280 $32.88

Granted 223 $29.89 279 $36.21 257 $38.28

Vested 237 $36.27 277 $35.77 1157 $33.08

Forfeited 13 $32.67 15 $37.04 $35.17

Outstanding

end of year 353 $32.40 370 $36.78 373 $36.47

Stock Options

Stock options are granted with an exercise price equal to

the market price of the stock at the date of grant Substan

tially all of the options granted vest ratably over four-year

period and are exercisable over ten-year period Upon

exercise of the option shares would be issued from the

authorized and unissued shares of the company

The fair value of the options are estimated using lattice

option pricing model which uses the assumptions in the

table below We believe the lattice model provides better

estimated fair value of our options as it uses range of

possible outcomes over an option term and can be adjusted

for changes in certain assumptions over time Expected

volatilities are based on the historical performance of our

stock We also use historical data to estimate the timing

and amount of option exercises and forfeitures within the

valuation model The expected term of the options is an

output of the option pricing model and estimates the period

of time that options are expected to remain unexercised

The risk-free interest rate is based on the U.S Treasury

yield curve in effect at the time of grant

The per share weighted-average fair value for all options

granted was $5.04 $7.20 and $6.83 in 2009 2008 and

2007 respectively These fair values were computed using

the following range of assumptions for our various stock

compensation plans for the years ended November 30

2009 2008 2007

Risk-free interest rates .2-2.7% 1.4-3.6% 4.5-5.1%

Dividend yield 3.2% 2.3% 2.0-2.1%

Expected volatility 24.9% 18.7-24.7% 13.4-24.9%

Expected lives 6.2 years 6.1 years 1.9-5.3 years



Under our stock option plans we may issue shares on

net basis at the request of the option holder This occurs by

netting the option cost in shares from the shares exercised

summary of our stock option activity for the years

ended November 30 follows

shares in millions 2009 2008 2007

Weighted Weighted- Weighted-

average average average

exercise exercise exercise

Shares
price Shares price Shares price

Beginning

of year 11.9 $28.33 14.2 $26.38 15.8 $25.31

Granted 1.2 $29.89 .6 $37.58 .8 $38.20

Exercised 11.7 $20.89 2.8 $20.50 2.1 $21.60

Forfeited .2 $35.71 .1 $34.23 .3 $35.19

End of year 11.3 $29.45 11.9 $28.33 14.2 $26.38

Exercisable

end of year 9.5 $28.97 10.6 $27.23 11.6 $24.30

As of November 30 2009 the intrinsic value the differ

ence between the exercise price and the market price for

the options outstanding was $78.0 million and for options

exercisable was $70.7 million The total intrinsic value of all

options exercised during the years ended November 30

2009 2008 and 2007 was $21.9 million $53.3 million and

$33.2 million respectively summary of our stock options

outstanding and exercisable at November 30 2009 follows

shares in millions Options outstanding Options exercisable

Weighted- Weighted- Weighted- Weighted-

Range of average average average average

exercise
remaining exercise remaining exercise

price Shares life yrsl price Shares life lyrsl price

$12.00-$19.00 .9 .9 $16.47 .9 .9 $16.47

$19.01-$26.00 2.9 2.6 $21.89 2.9 2.6 $21.89

$26.01 -$33.00 4.3 5.6 $30.59 3.0 4.0 $30.83

$33.01 -$40.00 3.2 5.2 $38.12 2.7 4.5 $38.18

11.3 4.3 $29.45 9.5 3.4 $28.97

11 RESTRUCTURING ACTIVITIES

In November 2005 the Board of Directors approved

restructuring plan to consolidate our global manufacturing

rationalize our distribution facilities improve our go-to-

market strategy eliminate administrative redundancies and

rationalize our joint venture partnerships From 2005

through 2009 we have recorded total pre-tax charges of

$1 28.7 million for this program Of these charges we

recorded $99.2 million of severance and other personnel

costs and $49.4 million for other exit costs Asset write-offs

were $13.8 million exclusive of the $33.7 million pre-tax

gain on the redemption of our Signature Brands L.L.C joint

venture Signature recorded in 2006 The cash related

portion of these charges were $91 .3 million through

November 30 2009 including the $14.4 million cash

received from the Salinas sale in 2008 and $9.2 million cash

received on redemption of our Signature investment in

2006 Another $12.2 million is expected to be paid in 2010

The actions taken pursuant to the restructuring plan have

eliminated approximately 1300 positions as of November 30

2009 As of November 30 2009 this restructuring program

was completed

The following is summary of restructuring activities

millions 2009 2008 2007

Pre-tax restructuring charges

Other restructuring charges $13.7 $12.1 $30.7

Recorded in cost of goods sold 2.5 4.5 3.3

Reduction in operating income 16.2 16.6 34.0

Income tax effect 5.31 15.1 110.6

Loss gain on sale of unconsolidated

operations net of tax .8

Reduction in net income $10.9 $11.5 $24.2

In 2009 we recorded $8.2 million of severance costs

primarily associated with the reduction of administra

tive personnel in Europe and to the planned closure of

manufacturing facility in The Netherlands In addition we

recorded $2.5 million of other exit costs and $5.5 million

for asset write-downs related to The Netherands plant

cosure The asset write-downs were for accelerated

depreciation and inventory write-offs

In 2008 we recorded $13.0 million of severance costs

primarily associated with the reduction of administrative
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personnel in Europe the U.S and Canada In addition

we recorded $9.1 million of other exit costs related to the

consolidation of production facilities in Europe and the

reorganization of distribution networks in the U.S and U.K

These restructuring charges were offset by $5.5 million

credit related to the disposal of assets This credit was

primarily the result of gain on the disposal of our Salinas

California manufacturing facility which was consolidated

with other manufacturing facilities in 2007

In 2007 we recorded $14.9 million of severance costs

primarily associated with the reduction of administrative

personnel in the U.S and Europe In addition we recorded

$16.7 million of other exit costs resulting from the closure

of manufacturing facilities in Salinas California and Hunt

Valley Maryland and the consolidation of production facili

ties in Europe The remaining $2.4 million of asset write-

downs is comprised of inventory write-offs as result

of the closure of the manufacturing facilities in Salinas

California and Hunt Valley Maryland and accelerated

depreciation of assets mostly offset by the asset gain

from the sale of our manufacturing facility in Paisley

Scotland

The business segment components of the restructuring

charges recorded in 2009 2008 and 2007 are as follows

mi/lions 2009 2008 2007

consumer $12.3 9.7 $23.8

Industrial 3.9 6.9 102

Total restructuring charges $16.2 $16.6 $34.0

The restructuring charges recorded in the consumer busi

ness include severance costs and special early retirement

benefits associated with our voluntary separation program

in several functions in the U.S Europe and Canada con

solidation of certain manufacturing facilities in Europe the

reorganization of distribution networks in the U.S and the

U.K and closure of manufacturing facilities in Salinas Cali

fornia offset by the asset gain Sydney Australia Kerava

Finland and The Netherlands

The restructuring charges recorded in the industrial busi

ness include severance costs and special early retirement

benefits associated with our voluntary separation program

in several functions in the U.S and Europe closures of

manufacturing facilities in Hunt Valley Maryland and Pais

ley Scotland offset by the asset gain including other exit

and inventory write-off costs and accelerated depreciation

of assets

During 2009 2008 and 2007 we spent $9.0 million

$0.8 million and $42.2 million respectively in cash on the

restructuring plan

The major components of the restructuring charges and

the remaining accrual balance relating to the restructuring

plan as of November 30 2007 2008 and 2009 follow

Severance

and personnel

costs Totalmi/tons

Balance at Nov 30 2006 20.3 3.1 $23.4

2007

Restructuring charges $14.9 24 16.7 $34.0

Amounts utilized 28.1 2.4 19.4 49.9

7.1 .4 7.5

2008

Restructuring charges 130 $5.5 9.1 $16.6

Amounts utilized 12.3 5.5 6.8 13.6

7.8 2.7 $10.5

2009

Restructuring charges 8.2 5.5 2.5 16.2

Amounts utilized 15.6 5.5 3.4 14.5

$10.4 1.8 $12.2

Asset

write-downs

Other

exit costs
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12 INCOME TAXES

The provision for income taxes consists of the following

millions 2009 2008 2007

Income taxes

Current

Federal 83.4 85.7 $80.6

State 10.9 7.7 9.3

International 14.7 16.0 14.3

109.0 109.4 104.2

Deferred

Federal 24.5 5.3 11.8

State 2.7 .2 14
International 3.2 14.3 1.2

24.0 8.81 12.01

Total income taxes $133.0 $100.6 $92.2

The components of income from consolidated operations

before income taxes follow

millions 2009 2008 2007

Pretax income

United States $338.3 $256.8 $212.4

International 78.2 81.0 90.0

$416.5 $337.8 $302.4

reconciliation of the U.S federal statutory rate with the

effective tax rate follows

2009 2008 2007

Federal statutory tax rate 35.0% 35.0% 35.0%

State income taxes net of

federal benefits 2.1 1.5 1.7

Tax effect of international operations 3.0 7.4 4.2

Tax credits .3 .3 .8

U.S manufacturing deduction .81 1.61 .9

Retirement plans .8 1.7 .4

Other net .3 .9 .1

Effective tax rate 31.9% 29.8% 30.5%

Deferred tax assets and liabilities are comprised of

the following

millions 2009 2008

Deferred tax assets

Employee benefit liabilities $131.1 89.1

Other accrued liabilities 25.9 16.6

Inventory 9.3 6.4

Net operating and capital loss carryforwards 22.9 1.8

Other 12.8 14.0

Valuation allowance 20.5 7.5

181.5 130.4

Deferred tax liabilities

Depreciation 43.9 44.9

Intangible assets 98.3 77.6

Other 6.2 8.1

148.4 130.6

Net deferred tax asset liability 33.1 1.2

At November 30 2009 our non-U.S subsidiaries have

tax loss carryforwards of $121.1 million of which $9.8

million are from the excess tax benefits related to stock

based compensation deductions which will increase equity

once the benefit is realized through reduction of income

taxes payable Of these carryforwards $48.1 million expire

through 2015 $27.7 million from 2016 through 2024 and

$45.3 million may be carried forward indefinitely

At November 30 2009 our non-U.S subsidiaries have

capital loss carryforwards of $6.2 million All of these carry-

forwards may be carried forward indefinitely

valuation allowance has been provided to record

deferred tax assets at their net realizable value The $13.0

million net increase in the valuation allowance was mainly

due to an additional valuation allowance related to losses

generated in 2009 which may not be realized in future

periods

U.S income taxes are not provided for unremitted

earnings of international subsidiaries and affiliates where

our intention is to reinvest these earnings permanently

Unremitted earnings of such entities were $581.8 million

at November 30 2009
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On December 2007 we adopted the new account

ing for uncertainty in income taxes Upon adoption we

recorded the cumulative effect of this change in accounting

principle of $1 2.8 million as reduction to the opening bal

ance of retained earnings

The total amount of unrecognized tax benefits as of

November 30 2009 and November 30 2008 were $31 .2

million and $28.6 million respectively This includes $30.9

million and $28.4 million respectively of tax benefits that

if recognized would affect the effective tax rate

The following table summarizes the activity related to

our gross unrecognized tax benefits for the years ended

November 30 2009 and 2008

millions 2009 2008

Balance at beginning of year $28.6 $26.5

Additions for current year tax positions 3.7 4.5

Additions for prior year tax positions 1.7 4.8

Reductions for prior year tax positions 13.61 12.01

Settlements 1.71

Statute expirations
2.41

Foreign currency translation .8 11 .1

Balance at November 30 $31.2 $28.6

We record interest and penalties on income taxes in

income tax expense We recognized interest and penalty

expense of $0.7 million and $1.3 million for the years ended

November 30 2009 and 2008 respectively As of Novem

ber 30 2009 we had accrued $3.9 million of interest and

penalties related to unrecognized tax benefits

We file income tax returns in the U.S federal jurisdic

tion and various state and non-U.S jurisdictions The open

years subject to tax audits varies depending on the tax

jurisdictions In major jurisdictions we are no longer subject

to income tax audits by taxing authorities for years before

2002 In the U.S the Internal Fevenue Service has audited

our tax returns through 2005
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It is reasonably possible that the amount of the liability

for unrecognized tax benefits could change significantly

during the next 12 months as result of the resolution

of previously filed tax returns in various jurisdictions An

estimate of the possible change cannot be determined at

this time

13 EARNINGS PER SHARE

The reconciliation of shares outstanding used in the calcula

tion of basic and diluted earnings per share for the years

ended November 30 2009 2008 and 2007 follows

millions 2009 2008 2007

Average shares outstanding basic 130.8 129.0 129.3

Effect of dilutive securities

Stock options and ESPP 1.5 2.8 3.4

Average shares outstanding diluted 132.3 131.8 132.7

The following table sets forth the stock options and RSUs

for the years ended November 30 2009 2008 and 2007

which were not considered in our earnings per share calcu

lation since they were antidilutive

millions 2009 2008 2007

Antidilutive securities 4.4 3.4 2.9

14 CAPITAL STOCK

Holders of Common Stock have full voting rights except

that the voting rights of persons who are deemed to

own beneficially 10% or more of the outstanding shares of

Common Stock are limited to 10% of the votes entitled to

be cast by all holders of shares of Common Stock regard

less of how many shares in excess of 10% are held by

such person we have the right to redeem any or all

shares of stock owned by such person unless such person

acquires more than 90% of the outstanding shares of each

class of our common stock and at such time as such

person controls more than 50% of the vote entitled to

be cast by the holders of outstanding shares of Common

Stock automatically on share-for-share basis all shares

of Common Stock Non-Voting will convert into shares of

Common Stock



Holders of Common Stock Non-Voting will vote as

separate class on all matters on which they are entitled to

vote Holders of Common Stock Non-Voting are entitled to

vote on reverse mergers and statutory share exchanges

where our capital stock is converted into other securities

or property dissolution of the Company and the sale of

substantially all of our assets as well as forward mergers

and consolidation of the Company

15 COMMITMENTS AND CONTINGENCIES

During the normal course of our business we are occasion

ally involved with various claims and litigation Reserves are

established in connection with such matters when loss

is probable and the amount of such loss can be reasonably

estimated At November 30 2009 and 2008 no material

reserves were recorded No reserves are established for

losses which are only reasonably possible The determina

tion of probability and the estimation of the actual amount

of any such loss is inherently unpredictable and it is there

fore possible that the eventual outcome of such claims

and litigation could exceed the estimated reserves if any

However we do not believe that any such excess will have

material adverse effect on our financial statements

16 BUSINESS SEGMENTS AND GEOGRAPHIC AREAS

Business Segments

We operate in two business segments consumer and

industrial The consumer and industrial segments manufac

ture market and distribute spices herbs seasonings

specialty foods and flavors throughout the world The

consumer segment sells to retail outlets including grocery

mass merchandise warehouse clubs discount and drug

stores under the McCormick brand and variety of

brands around the world including Lawrys Zatarains

Simply Asia Thai Kitchen Old Bay Golden Dipt El Guapo
Ducros Schwartz VahinØ Silvo Club House Billy

Bee and

Aeroplane The industrial segment sells to other food

manufacturers and the foodservice industry both directly

and indirectly through distributors

In each of our segments we produce and sell many indi

vidual products which are similar in composition and nature

It is impractical to segregate and identify profits for each of

these individual product lines

We measure segment performance based on operating

income excluding restructuring charges from our restructur

ing programs as this activity is managed separately from

the business segment In 2008 we also measured our seg
ments excluding the non-cash impairment charge to reduce

the value of the Silvo brand Although the segments are

managed separately due to their distinct distribution chan

nels and marketing strategies manufacturing and ware

housing are often integrated to maximize cost efficiencies

We do not segregate jointly utilized assets by individual

segment for internal reporting evaluating performance

or allocating capital Asset-related information has been

disclosed in the aggregate

We have large number of customers for our products

Sales to one of our industrial business customers PepsiCo

Inc accounted for 11 of consolidated sales in 2009 and

10% of consolidated sales in 2008 and 2007 In 2009 sales

to Wal-Mart Stores Inc consumer business customer

accounted for 11 of consolidated sales

Accounting policies for measuring segment operating

income and assets are consistent with those described

in note Summary of Significant Accounting Policies

Because of manufacturing integration for certain products

within the segments products are not sold from one

segment to another but rather inventory is transferred at

cost Intersegment sales are not material Corporate assets

include cash deferred taxes certain investments and fixed

assets
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Geographic Areas

We have net sales and long-lived assets in the following

geographic areas

United Other

States Europe Countries Total
millions

2009

Net sales $1981.5 $671.0 $539.6 $3192.1

Long-lived assets 1230.0 778.3 198.5 2206.8

2008

Net sales $1846.5 $767.4 $562.7 $3176.6

Long-lived assets 1225.0 676.8 164.3 2066.1

2007

Netsales $1717.8 $736.5 $461.9 $2916.2

Long-lived assets 633.1 829.0 112.5 1574.6

Long-lived assets include property plant and equipment goodwill and intangible

assets net ot accumulated depreciation and amortization

corporate

other

reconciliation of operating income excluding impair

ment and restructuring charges which we use to measure

segment profitability to operating income is as follows

millions Total

2009

Operating income excluding restructuring charges $483.1

Less Restructuring charges 16.2

Operating income $466.9

2008

Operating income excluding impairment and

restructuring charges $422.1

Less Impairment charge 29.0

Less Restructuring charges 16.6

Operating income $376.5

2007

Operating income excluding restructuring charges $388.2

Less Restructuring charges
34.0

Operating income $354.2

BUSINESS SEGMENT RESULTS
Total

segments
Total

millions consumer Industrial

2009

Net sales $1911.2 $1280.9 $3192.1 $3192.1

Operating income excluding restructuring charges 397.9 85.2 483.1 483.1

Income from unconsolidated operations
12.1 4.2 16.3 16.3

Goodwill 1334.5 145.2 1479.7 1479.7

Assets 3207.4 $180.4 3387.8

Capital expenditures
64.4 18.0 82.4

Depreciation and amortization
77.8 16.5 94.3

2008

Net sales $1850.8 $1325.8 $3176.6 $3176.6

Operating income excluding impairment and

restructuring charges
343.3 78.8 422.1 422.1

Income from unconsolidated operations 13.4 5.2 18.6 18.6

Goodwill 1110.0 120.2 1230.2 1230.2

Assets 3091.6 $128.7 3220.3

capital expenditures
77.1 8.7 85.8

Depreciation and amortization 66.2 19.4 85.6

2007

Net sales
$1671.3 $1244.9 $2916.2 $2916.2

Operating income excluding restructuring charges 313.9 74.3 388.2 388.2

Income trom unconsolidated operations 16.8 3.9 20.7 20.7

Goodwill 822.5 57.0 879.5 879.5

Assets 26432 $144.3 2787.5

capital expenditures
63.8 14.7 78.5

Depreciation and amortization
65.6 17.0 82.6



17 SUPPLEMENTAL FINANCIAL STATEMENT DATA 18 SELECTED QUARTERLY DATA UNAUDITED

Property plant and equipment

Land and improvements 29.7 26.2

Buildings 290.1 263.8

Machinery and equipment 542.4 465.2

Software 231.6 213.8

Construction in progress 34.6 41.3

Accumulated depreciation 638.6 549.2

$489.8 $461.1

Investments and other assets

Investments in affiliates 68.4 58.3

Long-term investments 54.5 40.3

Other assets 61.0 54.4

$183.9 $153.0

Other accrued liabilities

Payroll and employee benefits $122.1 $119.8

Sales allowances 126.0 140.9

Other 170.4 153.3

$418.5 $414.0

Other long-term liabilities

Pension $171.9 69.1

Postretirement benefits 93.9 74.8

Deferred taxes 32.8 47.7

Income taxes payable 34.9 31.4

Other 26.5 22.7

$360.0 $245.7

millions 2009 2008 2007

Depreciation 80.8 67.6 69.7

Interest paid 54.3 51.6 60.6

Income taxes paid 107.1 102 112.1

Interest capitalized 0.2 0.9

millions 2009 2008

Accumulated other comprehensive income

net of tax where applicable

Foreign currency translation adjustment $293.3 $106.2

Unrealized gain loss on foreign currency

exchange contracts .5 3.5

Unamortized value of settled interest

rate swaps 6.1 5.5

Pension and other postretirement costs 177.6 56.11

millions except per share data First Second Third Fourth

2009

$718.5 $757.3 $791.7 $924.5

284.2 302.2 319.0 421.7

89.8 82.5 116.6 178.0

57.7 50.7 75.1 116.4

.44 .39 .57 .89

.44 .38 .57 .87

Common Stock and

Common Stock Non-Voting .24 .24 .24 .24

Market price Common Stock

High 33.05 33.17 33.35 36.46

28.57 28.32 30.64 32.40

Market price Common Stock

Non-Voting

Low

High 33.23 33.44 33.32 36.45

28.82 28.53 30.49 32.42

2008

$724.0 $764.1 $781.6 $906.9

285.8 297.9 308.4 396.1

77.4 80.5 92.9 125.7

51.4 53.3 68.6 82.5

.40 .41 .53 .63

.39 .41 .52 .62

Common Stock and

Common Stock Non-Voting .22 .22 .22 .22

Market price Common Stock

High 38.93 38.30 41.80 41.35

33.10 34.35 35.41 28.86

Market price Common Stock

Non-Voting

High

Low

Low

$109.1 48.1

Dividends paid per share were $0.96 in 2009 $0.88 in

2008 and $0.80 in 2007
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Supplemental income statement balance sheet and cash

flow information follows

millions 2009 2008

Inventories

Finished products

Raw materials and work-in-process

Prepaid expenses

Other current assets

Net sales

Gross profit

Operating income

Net income

Basic earnings per share

Diluted earnings per share

Dividends paid per share

$237.6 $230.7

208.3 208.3

$445.9 $439.0

11.5 10.1

108.3 99.6

$119.8 $109.7

Low

Net sales

Gross profit

Operating income

Net income

Basic earnings per share

Diluted earnings per share

Dividends paid per share

38.99 38.08 41.97 41.57

33.55 34.53 35.49 28.79



HISTORICAL FINANCIAL SUMMARY

millions except per share and ratio data 2009 2008 2007 2006 2005

For the Year

Net sales $3192.1 $3176.6 $2916.2 $2716.4 $2592.0

Percent increase .5% 8.9% 7.4% 4.8% 2.6%

Operating income 466.9 376.5 354.2 269.6 343.5

Income from unconsolidated operations 16.3 18.6 20.7 17.1 15.9

Net income 299.8 255.8 230.1 202.2 214.9

Per Common Share

Earnings per share diluted 2.27 1.94 1.73 1.50 1.56

Earnings per share basic 2.29 1.98 1.78 1.53 1.60

Common dividends declared .98 .90 .82 .74 .66

Market Non-Voting closing price end of year 35.68 29.77 38.21 38.72 31.22

Book value per share 10.12 8.11 8.51 7.17 6.03

At Year-End

Total assets $3387.8 $3220.3 $2787.5 $2568.0 $2272.7

Current debt 116.1 354.0 149.6 81.4 106.1

Long-term debt 875.0 885.2 573.5 569.6 463.9

Shareholders equity 1334.6 1055.3 1085.1 933.3 799.9

Total capital 2325.7 2294.5 1808.3 1584.3 1369.9

Other Financial Measures

Percentage of net sales

Gross profit 41.6% 40.6% 40.9% 41.0% 40.0%

Operating income 14.6% 11.9% 12.1% 9.9% 13.3%

Capital expenditures 82.4 85.8 78.5 84.8 66.8

Depreciation and amortization 94.3 85.6 82.6 84.3 74.6

Common share repurchases 11.0 57.0 55.9 185.6

Debt-to-total-capital
42.6% 54.0% 40.0% 41.1% 41.6%

Average shares outstanding

Basic 130.8 129.0 129.3 131.8 134.5

Diluted 132.3 131.8 132.7 135.0 138.1

The historical financial summary includes the impact of certain items that affect the comparability of financial

results year to year From 2005 to 2009 restructuring charges were recorded and are included in the table

below Also in 2008 an impairment charge of $29.0 million was recorded to reduce the value of the Silvo

brand Related to the acquisition of Lawrys in 2008 we recorded gain The net impact of these items is

reflected in the following table

millions except per share data 2009 2008 2007 2006 2005

Operating income $16.2 $45.6 $34.0 $184.1 $1 1.2

Net income 10.9 26.2 24.2 30.3 7.5

Earnings per share .08 .20 .18 .22 1.05

In 2006 we began to record stock-based compensation expense and prior years results have not been

adjusted Stock-based compensation reduced operating income by $12.7 million net income by $8.7 million and

earnings per share by $0.07 in 2009 Stock-based compensation reduced operating income by $17.9 million net

income by $12.4 million and earnings per share by $0.10 in 2008 Stock-based compensation reduced operat

ing income by $21.2 million net income by $14.7 million and earnings per share by $0.11 in 2007 Stock-based

compensation reduced operating income by $22.0 mition net income by $1 5.1 million and earnings per share by

$0.11 in 2006

Total capital includes debt and shareholders equity

An eleven-year financial summary is available at ir.mccormick.com as well as report on EVA Economic Value Added

and return on invested capital
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