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Item 12.  Results of Operations and Financial Condition.
 
On January 28, 2004, the Registrant issued a press release and held a conference call with analysts to report on the results of operations for 2003 fiscal year,
which ended on November 30, 2003, and for the fourth quarter of that fiscal year.
 
Furnished with this Form 8-K as Exhibit 99.1 is a copy of the press release labeled “McCormick Announces Strong Results For Fourth Quarter and Fiscal
Year,” which includes an unaudited Consolidated Income Statement for the three and twelve month periods ended November 30, 2003 and an unaudited
Consolidated Balance Sheet of the Registrant as of November 30, 2003.
 
Also furnished with this Form 8-K as Exhibit 99.2 is a copy of the presentation delivered at the conference call labeled “McCormick & Company,
Incorporated, Conference Call Announcing Fourth Quarter 2003 Results, January 28, 2004”.
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Exhibit 99.1
 
 

 

FOR IMMEDIATE RELEASE
 

McCORMICK ANNOUNCES STRONG RESULTS FOR
FOURTH QUARTER AND FISCAL YEAR

 
SPARKS, MD, JANUARY 28 - - - - McCormick & Company, Incorporated (NYSE:MKC), today reported record sales, net income and earnings per

share for the fourth quarter and fiscal year ended November 30, 2003.
 

Fiscal year results
 
Earnings per share for 2003 were $1.48, which included $1.40 from continuing operations, 3¢ from discontinued operations, a 6¢ gain on the sale of

the discontinued operations and a 1¢ charge from the cumulative effect of an accounting change.  This charge was recorded in the fourth quarter and related to
a change in accounting for the entity that holds the lease on a distribution center used by the Company.  During the third quarter of 2003, the Company sold
its packaging business and U.K. brokerage business.  As a result, current and prior period sales and related expenses for these discontinued operations have
been reclassified and reported as “net income from discontinued operations.”

 
For the fiscal year, McCormick reported sales from continuing operations of $2.3 billion, an increase of 11% above 2002.  Sales benefited from the

acquisition of the Zatarain’s and Uniqsauces businesses, which accounted for 5% of the increase.  Favorable foreign exchange rates added 4%, and higher
sales, particularly in the U.S. consumer business, contributed an additional 2% to sales.

 
The Company increased both net income and earnings per share from continuing operations by 15% for the fiscal year.  In addition to the sales

growth achieved in 2003, gross profit margin increased to 39.6%.  This increase was the result of global procurement efficiencies, cost reduction initiatives
and stronger sales performance from the Company’s higher margin businesses.  The higher gross profit margin of the Zatarain’s business was offset by a
lower margin from Uniqsauces.  Special charges related to a streamlining action program adopted at the end of 2001 were $5 million in 2003 and had a
negative earnings per share impact of 3¢.  This compared to special charges of $8 million in 2002, with a negative impact on earnings per share of 4¢.  In
2003, other income increased $12 million with the receipt of $5 million of interest income on the purchase price refund from the acquisition of Ducros and a
$5 million gain on the sale of an interest in non-strategic royalty agreements.  In total, earnings per share from continuing operations increased 18¢,
comprised of 12¢ from higher sales and operating margin, 4¢ from acquisitions and 6¢ from other income, offset by a 4¢ decline in income from
unconsolidated operations.

 
For the 12 months ended November 30, 2003, the net cash provided by continuing operating activities was $195 million compared to $205 million

for the prior year.  Cash generated from operations and other income, as well as from the sale of businesses and the purchase price refund, was the primary
source for the funding of $203 million for two significant acquisitions, $121 million in share repurchases, $82 million of capital expenditures net of

 

 
proceeds from the sale of fixed assets, and $64 million of dividends.  For fiscal year 2003, cash from operations after net capital expenditures and dividends
was $50 million, which was below the Company’s objective to exceed $100 million annually.  The shortfall in 2003 is due in large part to a strategic purchase
of vanilla beans made during 2003, a period of short supply for this raw material.  At yearend, an incremental $40 million remained in inventory versus the
year-ago inventory of vanilla beans.  Despite the significant business events of 2003, the Company was able to end the year with debt-to-total capital of 44%,
at the low end of its 45-55% target range.
 
Fourth quarter results

 
In the fourth quarter, sales from continuing operations reached $699 million, a 12% increase above the fourth quarter of 2002.  Sales benefited from

the acquisitions of the Zatarain’s and Uniqsauces businesses, which accounted for 6% of the increase.  Favorable foreign exchange rates contributed an
additional 4% and higher sales, particularly in the U.S. consumer business, added 2%.

 
Earnings per share from continuing operations for the fourth quarter were 61¢ compared to 52¢ in the fourth quarter of 2002, an increase of 17%. 

Special charges in the fourth quarter of 2003, primarily related to the consolidation of facilities in Canada and the U.K. and position eliminations, were $3.6
million, which had a negative impact of 2¢ on earnings per share.  This compares to special charges of $2.9 million in the fourth quarter of 2002 that had a
negative impact of 1¢.  For the fourth quarter, the 9¢ increase in earnings per share from continuing operations was comprised of 5¢ from higher sales and
operating margin, 2¢ from acquisitions and 3¢ from other income, offset by a 1¢ decline in income from unconsolidated operations.

 
Consumer Business
 
  

Three Months Ended
 

Twelve Months Ended
 

(in thousands)
 

11/30/03
 

11/30/02
 

11/30/03
 

11/30/02
 

Net sales
 

$ 406,623
 

$ 344,837
 

$ 1,162,314
 

$ 993,900
 

Operating income
 

108,192
 

89,297
 

225,679
 

191,901
 

 
For the fiscal year, sales from continuing operations for McCormick’s consumer business rose 17% compared to 2002.  The acquisitions of

Zatarain’s and Uniqsauces contributed 6% of sales increase, and the impact of foreign exchange added another 6%.  Sales in the Americas rose 15%, with 7%
from Zatarain’s and 1% from foreign exchange. Higher volumes in the U.S. and Canada were the primary drivers of 7% of sales increase.  In 2003, the
Company achieved new distribution in the dollar store channel and with a major grocery retailer in the U.S.  A 22% increase in Europe was due to 17% from
foreign exchange and 5% from the acquisition of Uniqsauces early in the fiscal year.  Consumer sales in the Asia/Pacific region rose 12% due to foreign
exchange.  Sales volume in this region increased but was offset by negative product mix and competitive pricing conditions in Australia as well as the effects
of an initiative to discontinue certain lower margin products in China during 2003.  Operating income from continuing operations for the consumer business
reached $225.7 million, an increase of 18%.  Higher operating income was driven by strong sales results, particularly in the Company’s higher margin
businesses.
 

For the fourth quarter, sales from continuing operations rose 18% compared to 2002. The acquisitions of Zatarain’s and Uniqsauces contributed 8%
of sales increase, and the impact
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of foreign exchange added another 5%.  Consumer sales in the Americas rose 19% with 10% from the Zatarain’s acquisition and 1% from foreign exchange. 
Higher volumes in both the U.S. and Canada were the primary drivers of an 8% sales increase for the quarter.  Sales in the U.S. benefited from new
distribution in 2003 with a leading dollar store chain and a major grocery retailer.  Consumer sales in Europe increased 15% for the quarter, with foreign
exchange contributing 16% of increase and the Uniqsauces acquisition 2%.  While sales volumes in Europe were flat, product mix adversely affected sales.
This compares to a sales increase of 6% from volume and product mix in the fourth quarter of 2002 in Europe.  In the Asia/Pacific region, consumer sales
rose 14%, with a 17% increase from foreign exchange.  This region was impacted by a more competitive environment in Australia and the initiative during
2003 to discontinue certain lower margin products in China.  Operating income from continuing operations for the consumer business increased 21% to
$108.2 million for the fourth quarter of 2003.  In the fourth quarter, as in the fiscal year, higher operating income was driven by strong sales performance.
 
Industrial Business
 
  

Three Months Ended
 

Twelve Months Ended
 

(in thousands)
 

11/30/03
 

11/30/02
 

11/30/03
 

11/30/02
 

Net sales
 

$ 291,983
 

$ 280,125
 

$ 1,107,264
 

$ 1,051,005
 

Operating income
 

29,183
 

29,364
 

110,208
 

107,336
 

 
For fiscal year 2003, sales from McCormick’s industrial business rose 5%  compared to 2002.  The acquisition of Uniqsauces contributed 3% of

sales increase, and foreign exchange added another 3%.  Industrial sales in the Americas were unchanged from 2002.  In 2003, the restaurant industry was
affected by a slowdown in consumer traffic.  While this adversely affected the Company’s sales to food service distributors, direct sales to restaurant chains
had strong growth resulting from successful new products and customer promotion of existing products.  Sales to food processors were affected by lower
pricing in response to a decrease in raw material costs.  In Europe, industrial sales rose 28% with foreign exchange contributing 12% and the Uniqsauces
acquisition 18%.  Sales were also affected by lower demand for seasoning products offset by strong condiment sales in 2003.  Industrial sales in the
Asia/Pacific region increased 12%, with higher volumes contributing 6% of increase and foreign exchange another 6%.  Operating income from continuing
operations for the industrial business rose 3% to $110.2 million.
 

For the fourth quarter, industrial sales increased 4% versus the same period last year.  This compares to a strong sales increase of 9% in the fourth
quarter of 2002.  The acquisition of Uniqsauces in 2003 contributed 3% of sales increase, and the net impact of foreign exchange added another 3%. 
Industrial sales in the Americas increased 1% due to favorable foreign exchange.  During the quarter, higher sales of new and existing products to restaurants
continued to be offset by lower sales to food processors, due in part to lower pricing in response to a decrease in raw material costs.  In Europe, industrial
sales increased 14% for the quarter.  Uniqsauces drove an increase of 16% and foreign exchange 10%.  During the quarter, lower sales of seasoning products
more than offset strong condiment sales.  In the Asia/Pacific region, sales increased 13%.  Favorable foreign exchange contributed 8% of increase, and higher
volumes were the primary drivers of an additional 5%.  In the fourth quarter, operating income from continuing operations for the industrial business declined
1% to $29.2 million due to higher costs during a facility consolidation in Canada, as well as an unfavorable mix of business, cost pressures from certain raw
materials, and higher employee benefit costs.
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Recent new product introductions are expected to result in improved sales and profit growth for the Company’s industrial business in the first half of 2004.
 
Chairman’s comments
 

Robert J. Lawless, Chairman, President & CEO, commented, “2003 was an eventful year for McCormick, a year in which we:
 

•                  acquired Zatarain’s, the leading U.S. brand of New Orleans-style products and Uniqsauces, a condiment business based in Europe that benefits
both our consumer and industrial businesses;

•                  completed the sale of two businesses that were non-strategic for the Company;
•                  settled the negotiation over the purchase price of Ducros, receiving a payment of $55 million;
•                  announced two dividend increases during the year, increasing our quarterly dividend 27%, and repurchased $121 million of shares, reducing

shares outstanding at year-end by 2%;
•                  achieved strong sales growth for our consumer business from new distribution gains, new product activity and effective marketing; and
•                  increased gross profit margin by 50 percentage points through careful management of expenses and progress with supply chain initiatives

 
“In addition to these accomplishments, McCormick was added to the S&P 500 Stock Index in 2003.  This was a milestone for the Company and

great recognition of our sound business and financial performance.
 

“During 2003, we continued to make progress with our Beyond 2000 program and supply chain initiatives.  At the end of November, we successfully
completed the first phase of our B2K implementation for our U.S. industrial business.  Our momentum will build as we complete the U.S. industrial
implementation in 2004 and add our operations in Canada and Europe to the B2K platform in 2005.  In 2003, employee teams worked to identify a number of
supply chain projects and have completed a projection of the related cost savings.  From B2K, supply chain initiatives and operational improvements, we
expect to achieve an annual cost reduction of $70 million by 2006.
 

“For the fourth quarter of 2003, we were pleased with our overall performance.  Great results from our recent acquisitions, strength in our consumer
business in the Americas, the impact of margin improvement initiatives and a tailwind from foreign currency exchange more than offset industrial business
results that were below expectation.  In the fourth quarter, we also benefited from a one-time gain of $5.2 million on the sale of royalty agreements that added
3¢ to earnings per share.
 

“During 2003, we exceeded our goal to increase sales 3-7%, with sales growth of 11%.  Earnings per share from continuing operations rose 15%,
which exceeded our 10-12% goal.  Even if we exclude the one-time gain, we would have reached the top of our target range.  Due to our strategic purchase of



vanilla beans, we did not reach our objective to generate more than $100 million in cash from operations, after net capital expenditures and dividends.  We are
confident, however, that all three of these annual objectives remain appropriate and achievable goals for McCormick.
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“As we look ahead to 2004, we will benefit from a full year of the Zatarain’s business and expect to grow sales 7-9%.  We are projecting earnings per

share of $1.51-$1.54 in 2004, which includes 3¢ of special charges.  This is an increase of 8-10% compared to $1.40 of earnings per share in 2003.  The
increase is in line with our 10-12% objective when the one-time gain of 3¢ in 2003 is excluded and exceeds the top end of the range when the additional 2¢
for the interest on the Ducros refund is also excluded.  Beginning in 2004, we expect to meet our goal for the generation of strong cash flow and to deliver
cash from operations after net capital expenditures and dividends of $350-400 million over the next three years.

 
“I thank the employees of McCormick for their hard work and achievements that made 2003 another successful year.  Together, we look forward to

new challenges and accomplishments in 2004.  To our McCormick shareholders, we appreciate your confidence in our continued ability to deliver strong
financial results and build shareholder value. “

 
Live Webcast
 

As previously announced, McCormick will hold a conference call with the analysts today at 10:00 a.m. EST.  The conference call will be web cast
live via the McCormick corporate web site http://www.mccormick.com.  Click on “Company Information” then “Investor Information,” and follow directions
to listen to the call.  At this same location, a replay of the call will be available for one week following the live call.  Past press releases and additional
information can be found at the Company’s website.

 
Forward-looking Statement
 

Certain information contained in this release, including expected trends in net sales and earnings performance, are “forward-looking statements”
within the meaning of Section 21E of the Securities and Exchange Act of 1934.  Forward-looking statements are based on management’s current views and
assumptions and involve risks and uncertainties that could be materially affected by external factors such as:  actions of competitors, customer relationships,
market acceptance of new products, actual amount and timing of special charge items, removal and disposal costs, final negotiations of third-party contracts,
the impact of the stock market conditions on its share repurchase program, fluctuations in the cost and availability of supply chain resources, global economic
conditions, including interest and currency rate fluctuations, and inflation rates.  The Company undertakes no obligation to update or revise publicly, any
forward-looking statements, whether as a result of new information, future events or otherwise.

 
About McCormick
 

McCormick & Company, Incorporated is the global leader in the manufacture, marketing and distribution of spices, seasonings and flavors to the
entire food industry – to foodservice and food processing businesses as well as to retail outlets.

# # #
 

For information contact:
Corporate Communications:  Mac Barrett (410-771-7310 or mac_barrett@mccormick.com)
Investor Relations:  Joyce Brooks (410-771-7244 or joyce_brooks@mccormick.com)
1/2004
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Fourth Quarter Report McCormick & Company, Incorporated

 
Consolidated Income Statement
(In thousands except per-share data)
 
  

Three Months Ended
 

Twelve Months Ended
 

  
11/30/2003

 
11/30/2002

 
11/30/2003

 
11/30/2002

 

Net sales
 

$ 698,613
 

$ 624,959
 

$ 2,269,586
 

$ 2,044,901
 

Cost of goods sold
 

396,418
 

353,623
 

1,371,005
 

1,245,357
 

Gross profit
 

302,195
 

271,336
 

898,581
 

799,544
 

Gross profit margin
 

43.3% 43.4% 39.6% 39.1%
Selling, general & administrative expense

 

177,217
 

161,664
 

597,543
 

529,577
 

Special charges
 

3,550
 

2,874
 

5,491
 

7,545
 

Operating income
 

121,428
 

106,798
 

295,547
 

262,422
 

Interest expense
 

9,418
 

9,634
 

38,634
 

39,203
 

Other (income)/expense, net
 

(5,777) 338
 

(13,094) (674)
Income from consolidated operations before income taxes

 

117,787
 

96,826
 

270,007
 

223,893
 

Income taxes
 

36,444
 

29,951
 

83,432
 

69,371
 

Net income from consolidated operations
 

81,343
 

66,875
 

186,575
 

154,522
 

Income from unconsolidated operations
 

6,637
 

8,224
 

16,365
 

22,421
 

Minority interest
 

(850) (630) (3,804) (3,085)
Net income from continuing operations

 

87,130
 

74,469
 

199,136
 

173,858
 

Discontinued operations, net of tax:
         

Net income
 

(96) 2,750
 

4,743
 

5,991
 

Gain on sale
 

(562) —
 

8,999
 

—
 

Cumulative effect of accounting change, net of tax
 

(2,092) —
 

(2,092) —
 

Net income
 

$ 84,380
 

$ 77,219
 

$ 210,786
 

$ 179,849
 



          
Earnings per share - basic:

         

Net income from continuing operations
 

$ 0.63
 

$ 0.53
 

$ 1.43
 

$ 1.25
 

Net income from discontinued operations
 

$ —
 

$ 0.02
 

$ 0.03
 

$ 0.04
 

Gain on sale of discontinued operations
 

$ —
 

$ —
 

$ 0.06
 

$ —
 

Cumulative effect of accounting change
 

$ (0.02) $ —
 

$ (0.02) $ —
 

Net income
 

$ 0.61
 

$ 0.55
 

$ 1.51
 

$ 1.29
 

          
Earnings per share - diluted:

         

Net income from continuing operations
 

$ 0.61
 

$ 0.52
 

$ 1.40
 

$ 1.22
 

Net income from discontinued operations
 

$ —
 

$ 0.02
 

$ 0.03
 

$ 0.04
 

Gain on sale of discontinued operations
 

$ —
 

$ —
 

$ 0.06
 

$ —
 

Cumulative effect of accounting change
 

$ (0.01) $ —
 

$ (0.01) $ —
 

Net income
 

$ 0.59
 

$ 0.54
 

$ 1.48
 

$ 1.26
 

          
Average shares outstanding - basic

 

138,428
 

139,962
 

139,212
 

139,525
 

Average shares outstanding - assuming dilution
 

142,605
 

142,543
 

142,611
 

142,313
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Fourth Quarter Report McCormick & Company, Incorporated

 
Consolidated Balance Sheet
(In thousands)
 
 
  

11/30/2003
 

11/30/2002
 

Assets
     

Current assets
     

Cash and cash equivalents
 

$ 25,141
 

$ 47,332
 

Receivables, net
 

347,451
 

303,324
 

Inventories
 

362,774
 

283,721
 

Prepaid expenses and other current assets
 

26,754
 

28,695
 

Current assets of discontinued operations
 

—
 

61,555
 

Total current assets
 

762,120
 

724,627
 

Property, plant and equipment, net
 

458,320
 

390,080
 

Goodwill and intangible assets, net
 

716,922
 

505,235
 

Prepaid allowances
 

83,771
 

96,624
 

Investments and other assets
 

127,111
 

135,140
 

Non-current assets of discontinued operations
 

—
 

79,083
 

Total assets
 

$ 2,148,244
 

$ 1,930,789
 

      
Liabilities and shareholders’ equity

     

Current liabilities
     

Short-term borrowings and current portion of long-term debt
 

$ 171,037
 

$ 137,270
 

Trade accounts payable
 

178,775
 

175,062
 

Other accrued liabilities
 

362,911
 

324,548
 

Current liabilities of discontinued operations
 

—
 

36,410
 

Total current liabilities
 

712,723
 

673,290
 

Long-term debt
 

448,623
 

450,871
 

Other long-term liabilities
 

209,480
 

192,289
 

Long-term liabilities of discontinued operations
 

—
 

3,163
 

Total liabilities
 

1,370,826
 

1,319,613
 

Minority interest
 

22,254
 

18,875
 

Shareholders’ equity
     

Common stock
 

262,601
 

230,656
 

Retained earnings
 

472,552
 

458,952
 

Accumulated other comprehensive income (loss)
 

20,011
 

(97,307)
Total shareholders’ equity

 

755,164
 

592,301
 

Total liabilities and shareholders’ equity
 

$ 2,148,244
 

$ 1,930,789
 

 
7



 
Exhibit 99.2

 
McCormick & Company, Incorporated

 
Conference Call Announcing Fourth Quarter 2003 Results

January 28, 2004
 

JOYCE L. BROOKS
Assistant Treasurer – Financial Services
 
Introduction
 

Good morning and thank you for joining our teleconference.  Please note that today’s teleconference is being webcast and will be available for audio
replay at the McCormick website www.mccormick.com.
 

I’m Joyce Brooks, Assistant Treasurer for McCormick, and with me are Bob Lawless, Chairman, President & CEO, Fran Contino, Executive Vice
President, CFO & Supply Chain and Paul Beard, Vice President — Finance.
 

Today we will discuss McCormick’s operating results for the fiscal year and fourth quarter ending November 30th and provide an outlook for 2004. 
At the end of our remarks, we look forward to your questions.
 

Before we begin our discussion, please note that during the course of this conference call, we may make projections or other “forward-looking
statements.”  Please refer to this morning’s press release for more specific information on this topic.  As indicated in the press release, the Company
undertakes no obligation to update or revise publicly, any forward-looking statements, whether as a result of new information, future events or other factors.
 
****************************************************************
ROBERT J. LAWLESS
Chairman, President & Chief Executive Officer
 
Financial Performance for the Quarter
 

Good morning to everyone participating on today’s call.  I’ll start the discussion with a review of our sales results for the fourth quarter.
 
Sales performance
 

As indicated in this morning’s press release there were some key factors that led to a strong fourth quarter sales increase of 11.8%.  First, our 2003
acquisitions of Zatarain’s and Uniqsauces contributed 5.6% of the increase.  Second, foreign exchange rates continued to benefit the Company and during the
fourth quarter, added another 4.2% of sales increase.  And third, a combination of higher prices, product mix and volumes in our base businesses led to an
increase of 2.0%.
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I’ll share some specific comments regarding the sales performance for each of our two segments, beginning with the consumer business.
 
Consumer sales
 

In the fourth quarter, we grew sales of our consumer business 17.9%.  Sales increased 13.1% from acquisitions and foreign exchange, and 4.8% from
our base business in local currency.
 

We increased consumer sales in the Americas by 19.1% during the quarter.  Zatarain’s contributed 10.2% of sales increase and foreign exchange
1.1%.  Sales from our base business contributed a strong increase of 7.8%.
 

There are several factors that drove this 7.8% increase and I’ll start with category growth in the U.S.  For spices, seasonings and dry seasoning
mixes, we measured category growth by combining our customized IRI database with sales from other channels, including Walmart.  On this basis, the unit
increase for the category was 3% in 2003.
 

Another key factor behind the increase was new distribution.  Dollar General was added earlier in 2003 and Food Lion stores were changed over to
McCormick brand products during the fourth quarter.  We also had a positive sales impact in the Americas from higher pricing on vanilla extract.
 

We increased consumer sales in Europe 14.8% during the quarter.  Uniqsauces added 2.4% to sales and foreign currency exchange 15.7%, while the
base business declined 3.3%.  This decline compares to a 6% increase in the fourth quarter of 2002.
 

In the fourth quarter of 2003, category growth in our largest markets of France and the U.K., was slightly positive and overall we maintained market
share.  We also had the benefit of new distribution gains and the introduction of new products.However, these modest gains were more than offset in the
quarter by our withdrawal from a small amount of distribution in Poland and some lost business in Belgium.
 

In the Asia/Pacific region, fourth quarter sales increased 14.4%.  Foreign exchange increased sales 16.5%, while a combination of higher volumes
and an unfavorable product mix, led to a 2.1% decline.
 In Australia, our success with new product introductions was more than offset by tough competition in our dry seasoning mix and rice mix product lines.  In
China, sales were impacted by our initiative to rationalize SKU’s . .  eliminating some lower margin items from our line and focusing on more value added
products.  This initiative began at the end of 2002 and in 2004 is expected to have a positive impact on gross profit margin.
 
Industrial sales



 
In the fourth quarter, sales from the industrial business did not meet our expectations.  In total, sales rose 4.2% with a positive impact of 2.7% from

acquisitions and 3.1% from foreign exchange.  However, base sales in local currency declined 1.6%.
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If you recall, during our third quarter conference call, we stated . . . “new products in the pipeline, as well as improved demand for product supplied

through broadline distributors and warehouse clubs, were expected to improve sales performance in the fourth quarter.”  As we look back on the fourth
quarter, there were delays in some key new product launches and a slower improvement in sales through distributors and clubs.  There were other factors
affecting fourth quarter industrial sales that I’ll discuss by region.
 

Industrial sales in the Americas increased 1.3% in local currency, with a contribution of 1.2% from foreign exchange.  In the Americas, sales in local
currency were relatively unchanged in the fourth quarter of 2003.  This compares to a strong year-ago sales increase of 8% in the fourth quarter of 2002.
 

In the fourth quarter of 2003, as in our prior three quarters, sales were positively affected by strong product demand from restaurant customers,
particularly quick service.  This sales increase was driven by a number of new products and our customers’ promotions of products that we flavor.
 

This increase was offset by lower sales to food processors during the quarter.  Throughout 2003, these sales have been adversely affected by lower
pricing in response to lower raw material costs.  We pass through significant changes in raw material costs in our pricing and can have periods where sales are
affected positively or negatively.  As for vanilla, the higher price of our vanilla extract for industrial customers was offset in part by reduced demand in the
fourth quarter.
 

Industrial sales in Europe rose 13.6% this quarter, with 15.6% added by Uniqsauces and 9.8% by foreign exchange.  The base business in local
currency declined 11.8%.  This was a significant change from our sales increase of 3.7% for the base business in local currency through the first three
quarters.  We also had a difficult comparison to a 6% sales increase in the fourth quarter of 2002.  While we ended the year with strong condiment sales, these
were more than offset by lower sales of seasonings during this period, due in part to the timing of new product launches.
 

In the Asia/Pacific region, we achieved 12.6% sales growth with 7.6% from foreign exchange and 5.0% from higher volumes.  Restaurant traffic is
getting back on track in China, leading to improved demand by quick service restaurants in the second half of 2003.  We also had good sales volume with our
industrial customers in Australia.
 

In summary, our industrial sales results in 2003, were mixed.  We benefited from the addition of Uniqsauces and favorable foreign currency.  Our
business with restaurant customers in the Americas was strong.  We also increased sales of condiments in Europe.  And in our Asia/Pacific region, we
achieved higher sales with a number of key customers.  Offsetting much of this gain were lower sales to food processors and in particular the effect of lower
pricing related to raw materials.  Also in 2003, the higher prices for vanilla were offset by lower vanilla sales volume.
 

As for operating income . .. . we had impressive increases leading up to 2003.  In 2001, we increased operating income for our industrial business
20.5%, followed by an increase of 20.4% in 2002.  Then in 2003, we experienced lower sales increases in our base business, along with higher costs during a
facility consolidation in Canada, an unfavorable mix of business, cost pressures from certain raw materials and higher
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employee benefit costs.  This combination of factors led to an increase in operating income for the industrial business of only 2.7% in 2003.
 

As we look ahead to 2004, we expect our industrial business to get back on track with stronger sales growth and higher increases in operating
income.  We are working to stabilize the profit impact of vanilla and the facility consolidation in Canada is now behind us.  In addition, we recently gained
customer approval for some significant new products in both the Americas and in Europe.  With this momentum, we expect to have improved results from the
industrial business in the first half of 2004.
 

I’ll comment more about 2004, but at this point, would like to turn it over to Fran for a further discussion of financial performance.
 
********************************************************
 
FRANCIS A. CONTINO
Executive Vice President, Chief Financial Officer & Supply Chain
 

Thank you Bob and good morning to those who have joined us for the call.  I’ll begin my comments below the net sales line with gross profit
margin.
 
Operating income and EPS
 

In the fourth quarter, gross profit margin from continuing operations declined 10 basis points, following a gain of 80 basis points for the first nine
months of 2003.
 

Factors that favorably affected gross profit margin in the fourth quarter included the sales growth in our branded consumer business, the addition of
the Zatarain’s business, progress with supply chain initiatives and the net impact of higher pricing and cost for certain commodities.  Negatively affecting
gross profit margin in the quarter were the lower margins of the Uniqsauces business and incremental private label business, as well as the higher costs of
employee benefits, costs associated with our facility consolidation in Canada, and other expenses.
 

These higher costs also affected selling, general and administrative expense, although in total for the quarter, this expense was 25.4% of net sales
compared to 25.9% of net sales in 2002.  As a percentage of sales, selling and marketing expenses were 50 basis points lower and distribution expense was up
slightly.



 
We reported $3.6 million in special charges for the quarter, compared to $2.9 million in the fourth quarter of 2002.  In 2003, the earnings per share

impact of special charges was 3¢ with 2¢ in the fourth quarter and 1¢ in the second quarter.  The charges this quarter related to facility consolidations in
Canada and the U.K., and position eliminations.
 

In the fourth quarter we recorded a gain of $5.2 million for the sale of non-strategic royalty agreements.  We entered into these royalty agreements in
1995 and since then have modestly benefited from tax credits and royalty income.
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The $5.2 million gain had an impact of 3¢ on earnings per share for the Company for 2003’s fourth quarter and fiscal year.  The impact of this gain

and the $5.4 million interest income on the Ducros refund had a total EPS impact of 5¢.
 

Joint venture income declined again this quarter as compared to 2002.  Our joint venture in Mexico continued to have high soybean oil costs and
competitive pressure, as well as an unfavorable currency impact, although the decline in net income has moderated since the first half of the year.  Another
price increase to offset the soybean oil cost increase was recently taken.  This quarter, there was also a decline in the sales of our Signature Brands joint
venture due in part to the timing of customer purchases for the holiday season.
 

Looking at our overall profit results for the fourth quarter, the performance of our consumer business exceeded expectations and more than offset
lower industrial results.  Our 2003 acquisitions and positive foreign exchange positively affected results, while income from unconsolidated operations was
below prior year.  Finally, we had an unexpected benefit from the one-time gain on the sale of royalty agreements.  For the fourth quarter, these were the
primary drivers of our 17% increase in net income from continuing operations and our 19% increase in earnings per share from continuing operations.
 

In addition to net income from continuing operations, the Company also recorded several small adjustments in the fourth quarter that were related to
the discontinuation in the third quarter of the packaging and U.K. brokerage businesses.  In the fourth quarter, in response to the FASB’s Interpretation #46,
we also recorded the cumulative effect of an accounting change of 1¢ earnings per share related to our consolidation of the lessor of one of our distribution
centers.
 
Balance Sheet and Cash Flow
 

I’ll comment next on the year-end balance sheet and our cash flow in 2003.
 

Our November 30th balance sheet shows that inventory remained high at $363 million compared to $284 million a year ago, although it had declined
by $25 million during the quarter.  Most of the factors affecting inventory levels at the end of the third quarter, also affected the November 30th balance sheet.
 
•                  First, we added $54 million of higher cost vanilla beans earlier in 2003 to insure an on-going supply and manage our cost for this raw material.  At year-

end, $40 million of incremental beans were still in inventory, which we expect to use by the end of 2004.
 
•                  Second, foreign currency exchange rates increased the valuation of inventory by $19 million as compared to the year-ago measurement date.
 
•                  Third, we had $8 million in incremental inventory related to new products.  This compares to $14 million at the end of the third quarter.
 
•                  And fourth, Zatarain’s and Uniqsauces added $7 million to inventory.
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These increases are offsetting progress with supply chain initiatives to reduce inventory.  We are confident that these initiatives will lead to

measurable inventory reductions across our businesses in 2004 and beyond.
 

Receivables at November 30, 2003 were $347 million compared to $303 million a year ago.  Of this $44 million increase, $30 million can be
attributed to foreign exchange rates, with the remainder due to the addition of Zatarain’s and Uniqsauces.
 

Prepaid allowances relate primarily to our U.S. consumer business and have continued to decline in 2003, ending the year at $84 million, compared
to $97 million at November 30, 2002.
 

At year-end our debt-to-total-capital ratio was 44.4%, compared to 49.0% in 2002.  This is just below our target range of 45-55%.  The decrease was
primarily the result of an increase in shareholders’ equity due to the impact of foreign exchange rates.  During 2003, shareholders continued to benefit
through share repurchase as well as increased dividend payments.
 

For continuing operations, net capital expenditures . . . capital expenditures, less proceeds from the sale of fixed assets . . . were somewhat back-
loaded, at $34.6 million in the fourth quarter of 2003 compared to $11.2 million in the year ago quarter.  For the total year, capital expenditures net of
proceeds from the sale of assets, were $81.7 million, compared to higher capital spending of $93.9 million in 2002, related to Beyond 2000.
 

Due to the nature of our business, we generate much of our cash in the fourth quarter of our fiscal year.  In the fourth quarter, cash from continuing
operating activities, less net capital expenditures and dividend payments was $125.3 million.  In the fourth quarter of 2002, this same measure was $141.0,
with the decrease in 2003 due in part to the timing of capital expenditures.
 

For fiscal year 2003, cash from continuing operating activities, less net capital expenditures and dividend payments was $50 million.  This was
below our long-term objective to generate more than $100 million annually, and also below our guidance at the end of the third quarter . . . that cash from
continuing operating activities, less net capital expenditures and dividend payments would be in the $75 to $100 million range.  This was due to our strategic
inventory purchases and the timing of liability payments at year-end.
 



We aggressively repurchased shares in the fourth quarter.  During the quarter, we repurchased 2.8 million shares for $79.7 million.  At the end of the
quarter, $22 million remained of the $250 million authorization approved by the Board in March 1999.  If there are no major acquisitions in the upcoming
months, we expect to complete this program in mid-2004.  Anticipating this completion, the Board approved in September an additional $300 million share
repurchase authorization.  Without significant acquisition activity, we expect this new program to extend into 2006.  As in 2003, we expect our share
repurchase activity in 2004 to be heavier toward the end of the year to coincide with the higher cash flow in the fourth quarter of our fiscal year.
 

Looking back on our sources and uses of cash in 2003, we generated sufficient cash from operations and other income, as well as the sale of
businesses and the
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purchase price refund, to provide the primary funding for $203 million of acquisitions, $121 million of share repurchase, $82 million in net capital
expenditures, and $64 million of dividends.
 

I’d like to thank you for your attention and will now turn the discussion over to Bob to comment further on our performance for the full year and
provide an outlook for 2004.

 
*******************************************************
ROBERT J. LAWLESS
Chairman, President & Chief Executive Officer
 
Full Year Performance
 

Thank you Fran.
 

I’d like to begin this part of the discussion by recapping the key events of 2003 that are included in today’s press release:
 
•                  First, we acquired Zatarain’s, the leading U.S. brand of New Orleans style products and Uniqsauces a condiment business based in the U.K. that benefits

both our consumer and industrial businesses.  I’m pleased to say that through the fourth quarter, the Uniqsauces acquisition has met our expectations.  We
are proceeding with the rationalization of condiment production facilities in the U.K. and have eliminated 30% of the less profitable SKU’s.  As for
Zatarain’s, we are extremely pleased with our first six months following the acquisition of this business and the financial performance has exceeded our
expectations.

 
•                  Second, we completed the sale of the packaging business and U.K. brokerage operation that were non-strategic for the Company.
 
•                  Third, we settled the negotiation over the purchase price of Ducros, receiving a cash refund of $55 million.
 
•                  Fourth, we announced two dividend increases during the year, increasing our quarterly dividend by 27%, to 14¢ from 11¢.
 
•                  Fifth, led by a strong increase in the Americas, our consumer business achieved strong sales growth from new distribution gains, new product activity

and effective marketing.  We were particularly pleased in this fourth quarter to reach an agreement with Food Lion for distribution of McCormick
branded products.

 
•                  While we were disappointed with the financial results of our industrial business in 2003, we are seeing improvement early in 2004 with the launch of new

products in both the U.S. and Europe.  We continue to look for acquisition opportunities in the more value-added, higher margin end of the business.
 
•                  Next, through careful management of expenses and progress with supply chain initiatives we increased gross profit margin by 50 basis points.  This

follows a 110
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basis point increase in 2002.  Since 1998, we have increased gross profit margin by about 10 percentage points.

 
In a year with this level of activity and accomplishment, we are particularly pleased to have delivered record financial results and performed well

against our financial objectives.
 

In 2003, we grew sales from continuing operations 11%, driven by acquisitions, favorable foreign exchange and the strength of our core businesses. 
This was well ahead of our 3-7% objective.  In 2003, new products, new distribution and effective marketing each contributed to core business sales and I’ll
comment on each of these of these three drivers.
 

First, new products.  As category leader we play a key role in building consumer interest in the category through our new products.  We spoke at
length in our September conference call about the many new branded items launched in the U.S. and international markets.  In total, new products launched in
the last three years accounted for 11% of overall 2003 sales, up from 10% in 2002.  For our consumer business, new products launched in the last three years
accounted for 5% of 2003 sales and for our industrial business, accounted for 16% of sales.  We continue to devote additional resources to new product
development and in 2003, increased our funding for research and development by another 6%.  Between our new products and recent acquisitions, sales from
value-added products versus ingredients, now account for nearly 70% of our portfolio, as compared to 65% a year ago.
 

Second, we gained new distribution in 2003 with the addition of Dollar General and Food Lion in the U.S., and several smaller retailers in Europe. 
While we sell to many of the largest customers in our key markets, we still have distribution gaining opportunities for our seafood, produce and other
seasoning and condiment products marketed in the perimeter of the store.  We were pleased in 2003 to achieve our first store location outside of the home
spice department in France with our new salad items.  In 2004, we plan to market an array of new and existing products in the meat departments in France.



 
And third, as for effective marketing, we increased promotion and advertising spending 16%.  We continue to direct our marketing efforts to those

products that offer taste and convenience to the consumer.  In the U.S., McCormick has sponsored ice-skating specials and other events that appeal to our
target consumers.  In Europe, we are preparing to roll-out strong marketing support for the new products launched in 2003.  We have increased our ability to
measure the results of our marketing support and are channeling funds to those programs with the highest returns.  As a final, but important note on
marketing, we’ve decided to move to open date coding for most U.S. products and have already begun product shipments.  We believe that this initiative will
help consumers identify older product and better manage product freshness in their pantry.
 

Led by robust 11% sales growth in 2003, we achieved our objective to increase earnings per share 10-12%.  Earnings per share from continuing
operations ended the year at $1.40, a 15% increase over 2002.  Without the one-time gain of 3¢ in the fourth quarter of 2003, earnings per share increased at
the top end of our target range.
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Before turning to our outlook for 2004, let me comment on recent changes in McCormick’s leadership.  During the quarter, John Molan announced

his retirement at the end of 2004.  As many of you know, John had responsibility for many of the international business, both consumer and industrial.  We
have announced that Mark Timbie will have responsibility for all non-U.S. McCormick consumer businesses.  Formerly with Tetley, Mark has been with the
Company since 1996 and has held leadership positions in our U.S. and Canadian operations.
 

Let’s turn to our outlook for 2004.
 
 

2004 Outlook
 

I’ll begin with some of the activities underway at McCormick and factors that will influence our financial results in 2004, beginning with our B2K
and supply chain initiatives.
 

First, we continue with our implementation of Beyond 2000, or B2K.  On December 1st we converted certain administrative functions for the U.S.
industrial business, followed by one of our production facilities on January 1st I’m pleased to say that these conversions have gone very well.  We are
extremely encouraged by this initial success and anticipate minimal disruption to our business as we complete the remaining phases for the U.S. industrial
business.  Preparations for conversions in Europe and Canada in 2005 are already underway.
 

While the heavy spending for this program is behind us, it is important to recognize that B2K is an important priority for the Company and we
continue to devote some of our top managers to the project to insure that the upcoming implementations are a success.  This is a significant investment for
McCormick and through 2003 $102 million has been capitalized, with an additional $28 million in capital expected.  Expenses related to the program were
$18 million through 2003, with another $18 million anticipated for the remaining implementations.
 

Using the tools from B2K, there are significant efforts underway to gain efficiencies throughout our supply chain.   We have commented previously
that teams in the U.S. are working on a number of projects in areas such as freight and warehousing logistics, SKU rationalization and better forecasting.  In
Europe, we are seeking packaging efficiencies for our consumer line and evaluating formulations and specifications to improve raw material efficiencies. 
Margin improvement initiatives are being pursued in all of our businesses around the globe.
 

With B2K, supply chain initiatives and operational improvements, we have now projected the related cost savings and included this in our financial
planning for the next three years.
 

By 2006, we expect to reach annual expense reductions of $70 million, with $15 million achieved in 2004, another $25 million in 2005 and the final
$30 million in 2006.  These expense reductions will affect both cost of goods sold and operating expense.Our financial projections indicate that this level of
savings will be sufficient to:
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•                  1) - cover anticipated higher expenses in employee benefits, raw materials or other areas,

 
•                  2) – invest in brand support, product development and other initiatives to grow the business, and

 
•                  3) together with our sales growth, meet our goal to increase earnings per share 10-12% annually

 
In 2004, another factor that will affect the financial projection is a full year impact of the Zatarain’s acquisition.  The sales and profit from this

business will be incremental in the first half and should add about $50 million to sales for the year.
 

Looking ahead, retirement benefits will continue to have an impact on our business.  For the U.S. pension plan, the Company has made contributions
in each of the past five years to maintain a 90% funding ratio.  For all of the Company’s pension plans our 2003 contributions were $27 million and at this
time, we expect to make a similar contribution in 2004.  As for pension expense, we expect this to increase again in 2004, along with insurance, health care
and certain other operating costs.  Total pension expense was $22.1 million in 2003 and we expect this to increase approximately 45% in 2004.  Much of this
increase relates to our changes in U.S. pension plan assumptions for the discount rate to 6.0% from 7.0%, and the actuarial assumption for return on
investment to 8.5% from 9.0%.
 

I’ll comment on a few more factors that will affect our 2004 financial projections.  We expect:
 

•                  Favorable foreign exchange rates in the first part of the year;
 



•                  That in 2004 we will incur about $7 million of expense, or 3¢ for special charges related to the streamlining actions announced at the end of 2001;
 

•                  A tax rate of 31%;
 

•                  A slight increase in unconsolidated income; and
 

•                  Share repurchase of around $100 million in the absence of an acquisition, for a net reduction in shares outstanding of about 2 million shares
 

Taking into account all of the factors I’ve reviewed, our expectation for 2004 is to grow sales 7-9% and earnings per share 8-10% or $1.51-1.54. 
This sales growth exceeds our 3-7% objective and includes the benefit of Zatarain’s and a benefit from foreign exchange.  The EPS growth is in line with our
target range of 10-12% when the one-time gain received in the fourth quarter of 2003 is excluded.  If you also exclude the benefit in 2003 of the $5 million
interest related to Ducros purchase price refund, our EPS growth for 2004 would be 12% or more.
 

Our guidance for 2004 EPS is currently in line with the analyst consensus as reported by First Call, when the impact of special charges is
considered.  As you
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consider EPS for 2004 by quarter, keep in mind the impact of the other income the Company received in the second and fourth quarters of 2003.
 

As for cash flow, as Fran stated earlier, our goal is to generate over $100 million in cash from operations after net capital expenditures and dividends
on an annual basis.  Based on our current projections, we expect to generate a total amount of $350-$400 million over the next three years.  We are using this
cash for strategic growth initiatives, including acquisitions, as well as dividends, capital expenditures and share repurchase.  In 2004, we expect to have net
capital expenditures of around $80 million and again, in the absence of acquisitions, to spend in excess of $100 million in share repurchase.  As Fran stated
earlier, the share repurchases will be skewed toward the fourth quarter.
 

We are excited about our business and opportunities as we begin 2004.  Each day, our employees are expanding their capabilities with better tools
and increasing their effectiveness throughout the organization.  Following the events of 2003, our management team is more focused than ever and
enthusiastic about our customer base, product range and geographic reach.  We are actively pursuing opportunities for growth with new customers, new
products, into new regions and with strategic acquisitions.
 

I am confident that we will continue to build shareholder value and that 2004 will be another record year for McCormick.
 

To everyone on the call, we thank you for your interest and would now like to discuss your questions.
 
*******************************************
 
JOYCE L. BROOKS
Assistant Treasurer – Financial Services
 

This concludes today’s call.  A telephone replay of the call is available through midnight tomorrow by dialing 877-519-4471, access code 4133440. 
You can also listen to a replay on our website www.mccormick.com after 2:00 pm today.
 

If you have any further questions or points to discuss regarding today’s information, please contact us at 410-771-7244.
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