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PART | — FINANCIAL INFORMATION
Iltem 1. Financial Statements

STARBUCKS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
(in millions, except per share data)
(unaudited)

Quarter Ended Three Quarters Ended

Net revenues:

Company-operated stores $ 2,615t $ 24170 $ 7,868.t $ 7,162.:
Licensed stores 308.2 248.% 905.1 740.¢
CPG, foodservice and other 379.¢ 266.2 1,161." 765.¢
Total net revenues 3,303.¢ 2,932.; 9,935.¢ 8,668."
Cost of sales including occupancy costs 1,446.: 1,237t 4,354.: 3,601.(
Store operating expenses 976.C 917.1 2,928.: 2,672.:
Other operating expenses 105.¢ 100.C 317.¢ 289.(
Depreciation and amortization expenses 136.7 129.t 408.¢ 386.1
General and administrative expenses 199.( 190.z 597. 557.(
Total operating expenses 2,863.7 2,574.; 8,606.: 7,505.:
Income from equity investees 51.7 44.: 148.¢ 116.¢
Operating income 491.¢ 402.2 1,477.¢ 1,280.:
Interest income and other, net 9.7 16.C 68.2 50.3
Interest expense (8.9 (8.5) (26.2) (23.5
Earnings before income taxes 492.¢ 409.7 1,519.¢ 1,307.:
Income taxes 159.1 129.¢ 4947 417.2
Net earnings including noncontrolling interests 333.C 279.¢ 1,025.° 889.¢
Net earnings attributable to noncontrolling intéses 0.2 0.7 0.€ 2.5
Net earnings attributable to Starbucks $ 33371 % 279.1 % 1,025 $ 887.¢
Earnings per share - basic $ 044 $ 037 $ 1.3€ $ 1.1¢
Earnings per share - diluted $ 04: $ 03¢ $ 13 $ 1.1t
Weighted average shares outstanding:
Basic 758.¢ 750.5 753.¢ 748.¢
Diluted 776.¢ 771.¢ 772.¢ 770.1
Cash dividends declared per share $ 017 $ 0.1z $ 051 $ 0.3¢

See Notes to Condensed Consolidated Financial iBeates
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STARBUCKS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions, except per share data)

(unaudited)
2012 2011
ASSETS

Current assets:
Cash and cash equivalents $ 1,501.: $ 1,148.:
Short-term investments 996.: 902.€
Accounts receivable, net 433.( 386.t
Inventories 1,249.; 965.¢
Prepaid expenses and other current assets 172.¢ 161.5
Deferred income taxes, net 216.¢ 230.2
Total current assets 4,569.¢ 3,794.¢
Long-term investments 140.1 107.C
Equity and cost investments 4142 372.:
Property, plant and equipment, net 2,444 2,355.(
Other assets 404.( 409.¢
Goodwill 336.% 321.€
TOTAL ASSETS $ 8,308.¢ $ 7,360.¢

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable $ 402.z $ 540.(
Accrued liabilities 935.¢ 940.¢
Insurance reserves 159.¢ 145.¢
Deferred revenue 520.¢ 449.2
Total current liabilities 2,018.: 2,075.¢
Long-term debt 549.¢ 549.t
Other long-term liabilities 353.1 347.¢
Total liabilities 2,920.¢ 2,973.:

Shareholders’ equity:
Common stock ($0.001 par value) — authorized, 128bares; issued and outstanding, 759.8 al

744.8 shares, respectively (includes 3.4 commarksiaits in both periods) 0.8 0.7
Additional paid-in capital 450.¢ 40.t
Retained earnings 4,935.¢ 4,297 ..
Accumulated other comprehensive income (2.5 46.2
Total shareholders’ equity 5,385.( 4,384.¢
Noncontrolling interests 3.C 2.4
Total equity 5,388.( 4,387.:
TOTAL LIABILITIES AND EQUITY $ 8,308.¢ $ 7,360.

See Notes to Condensed Consolidated Financial iBeates
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STARBUCKS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions, unaudited)

Three Quarters Ended

Jul 1, Jul 3,
2012 2011

OPERATING ACTIVITIES:

Net earnings including noncontrolling interests $ 1,025 $ 889.¢
Adjustments to reconcile net earnings to net cashiged by operating activities:
Depreciation and amortization 427.7 408.2
Deferred income taxes, net 33.€ 58.4
Income earned from equity method investees, ndistrfibutions (37.7) (30.9
Stock-based compensation 114.¢ 108.2
Other 10.C 20.¢
Cash provided/(used) by changes in operating aasdtfiabilities:
Inventories (285.)) (308.5)
Accounts payable (139.9) 55.t
Accrued liabilities (13.8) (82.9)
Deferred revenue 71.€ 73.5
Prepaid expenses, other current assets and oteds as (81.0 (66.7)
Net cash provided by operating activities 1,126.¢ 1,126.
INVESTING ACTIVITIES:
Purchase of investments (1,578.¢) (169.7)
Maturities and calls of investments 1,452.¢ 333.%
Acquisitions, net of cash acquired (29.7) —
Additions to property, plant and equipment, net (516.5 (372.9
Other (12.9) (8.6)
Net cash used by investing activities (684.2) (217.0
FINANCING ACTIVITIES:
Purchase of noncontrolling interest — (27.5)
Proceeds from issuance of common stock 155.2 187.¢
Excess tax benefit from exercise of stock options 156.5 87.2
Cash dividends paid (384.0 (292.7)
Repurchase of common stock (15.7) (321.9
Other (0.5) (0.6)
Net cash used by financing activities (88.5) (367.9
Effect of exchange rate changes on cash and casyasnts (2.0 14.5
Net increase in cash and cash equivalents 353.2 556.¢
CASH AND CASH EQUIVALENTS:
Beginning of period 1,148.: 1,164.(
End of period $ 1,501 $ 1,720.¢

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the period for:
Interest, net of capitalized interest $ 172 $ 17.2
Income taxes $ 3112 % 287.

See Notes to Condensed Consolidated Financial iBeates
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STARBUCKS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

Note 1: Summary of Significant Accounting Policie
Financial Statement Preparatic

The unaudited condensed consolidated financiadrsiants as of July 1, 2012 , and for the quarterttamse quarters ended July 1, 2012 and
July 3, 2011 , have been prepared by StarbucksoCatipn under the rules and regulations of the Biesiand Exchange Commission
(“SEC"). In the opinion of management, the finahaidormation for the quarter and three quarterdeshJuly 1, 2012 and July 3, 2011
reflects all adjustments and accruals, which ar@ mdrmal recurring nature, necessary for a fas@ntation of the financial position, results
of operations and cash flows for the interim pesidd this Quarterly Report on Form 10-Q (“10-Qtafucks Corporation is referred to as
“Starbucks,” the “Company,” “we,” “us” or “our”.

The financial information as of October 2, 201 8ésived from our audited consolidated financiatestaents and notes for the fiscal year
ended October 2, 2011 (“fiscal 2011 "), includedtem 8 in the Fiscal 2011 Annual Report on ForrKlQ@he “10-K"). The information
included in this 10-Q should be read in conjunctidth the footnotes and management’s discussioreaaty/sis of the financial statements in
the 10-K.

In the second quarter of fiscal 2012, we renamedzdobal Consumer Products Group ("CPG") segmehgfel Development.”

The results of operations for the quarter and thyresters ended July 1, 2012 are not necessadiyative of the results of operations that
may be achieved for the entire fiscal year endiegt&nber 30, 2012 (“fiscal 2012 ).

Recent Accounting Pronounceme

In September 2011, the Financial Accounting Stassi&oard (“FASB")issued guidance that revises the requirements droow entities te:
goodwill for impairment. The guidance allows comiearto perform a qualitative assessment beforautzling the fair value of the reporting
unit. If entities determine, on the basis of quaaiNte factors, that the fair value of the reportingt is more likely than not greater than the
carrying amount, a quantitative calculation woudd be needed. We early-adopted this guidance eféeftir our fiscal 2012 annual goodwiill
impairment test, which we performed during thedHiscal quarter. The adoption of this guidanceiitesl in a change in how we performed
our goodwill impairment assessment; however, itrditthave a material impact on our financial staets.

In June 2011, the FASB issued guidance that retiemanner in which entities present compreheris@me in their financial statements.
The guidance requires entities to report the coraptnof comprehensive income in either a singleticoous statement or two separate but
consecutive statements. The guidance will becoffieetefe for us at the beginning of our first quaméfiscal 2013. The adoption of this new
guidance will result in a change in how we pregbatcomponents of comprehensive income, whichriseatly presented within our
consolidated statements of equity.

In May 2011, the FASB issued guidance to amendainealue measurement and disclosure requirem&hes guidance requires the
disclosure of quantitative information about unakable inputs used, a description of the valuagimtesses used, and a qualitative
discussion around the sensitivity of the measurésndie guidance became effective for us at thanbewy of our second quarter of fiscal
2012. The adoption of this new guidance did noetewnaterial impact on our financial statements.

Reclassification:
Change in shared service allocations

Effective at the beginning of fiscal 2012, we impknted the previously announced strategic realigmiwfeour organizational structure
designed to accelerate our global growth stratAgyresident for each region, reporting directlyoto chief executive officer, now oversees
the company-operated retail business working cjoséh both the licensed and joint-venture busingessners in each market. The regional
presidents also work closely with our Channel Depeient team to continue building out our brands@rahnels in each region.

In connection with the changes to our organizatistracture and reporting, we have changed thewatability for, and reporting of, certain
indirect overhead costs. Certain indirect merchgindi manufacturing costs and back-office sharedaecosts, which were previously
allocated to segment level costs of sales and tipgraxpenses, are now managed at a corporatedadalill be reported within unallocated
corporate expenses. These expenses have therefaredmoved from the segment level financial resuitorder to conform prior period
classifications with the new alignment, the higstaki
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consolidated financial statements have been regtsthe following adjustments to previously regatamounts:

Quarter Ended July 3, 2011 Three Quarters Ended July 3, 2011

As Filed Reclass As Adjusted As Filed Reclass As Adjusted

Total net revenues $ 2932 $ — $ 2932 $ 8668 $ — $ 8,668.
Cost of sales including occupancy costs 1,246.: (8.6) 1,237t 3,626.¢ (25.9 3,601.(
Store operating expenses 934.t (17.9) 917.1 2,725.¢ (53.2) 2,672.:
Other operating expenses 102.¢ (2.9 100.C 296.2 (7.2 289.(
Depreciation and amortization expenses 129.5 — 129.5 386.1 — 386.1
General and administrative expenses 161.¢ 28.4 190.z 470.7 86.2 557.(
Total operating expenses 2,574. — 2,574. 7,505.! — 7,505.:
Income from equity investees 44.: — 442 116.¢ — 116.¢
Operating income $ 4022 $ — 3 402z $ 1,280 $ — $ 1,280

There was no impact on consolidated net revenats,dperating expenses, operating income, orarglirggs as a result of this change.
Additional discussion regarding the change in agaaizational structure and segment results isided at Note 12.

Note 2: Acquisition

On November 10, 2011, we acquired the outstandiages of Evolution Fresh, Inc., a super-premiurog@ompany, to expand our portfolio
of product offerings and enter into the super-ptamjuice market. We acquired Evolution Fresh fpuechase price of $30 million in cash.
The fair value of the net assets acquired on theiaition date included $18 million of goodwiill.

Evolution Fresh is its own operating segment andp®rted in “Other” along with our Seattle’s B&siffee operating segment, our Digital
Ventures business, and unallocated corporate egpens

Note 3: Derivative Financial Instruments
Foreign Currency

We enter into forward and swap contracts to hedgggns of cash flows of anticipated revenue streamd inventory purchases in currencies
other than the entity's functional currency. Neiwdsgive losses from cash flow hedges of $5.0 willand $11.1 million , net of taxes, were
included in accumulated other comprehensive incasnef July 1, 2012 and October 2, 2011 , respdygti@d the net derivative losses
accumulated as of July 1, 2012 , $2.6 million pes#o derivative instruments that will be dedesignl as cash flow hedges within 12 months
and will also continue to experience fair valueraes before affecting earnings. Outstanding cotgrai! expire within 15 months .

We also enter into net investment derivative inaats to hedge our equity method investment inb8tks Coffee Japan, Ltd., to minimize
foreign currency exposure. Net derivative lossemfnet investment hedges of $ 31.2 million and 2 3dillion , net of taxes, were included
in accumulated other comprehensive income as yflJl012 and October 2, 2011 , respectively. @uatihg contracts will expire within 32
months .

In addition to the hedging instruments above, tigaie the translation risk of certain balance shems, we enter into certain foreign
currency swap contracts that are not designatbéedging instruments. These contracts are recordedr &alue, with the changes in fair
value recognized in net interest income and othehe consolidated statements of earnings. Gaitidosses from these instruments are
largely offset by the financial impact of transtagiforeign currency denominated payables and rabéeg, which is also recognized in net
interest income and other.

Coffee

Depending on market conditions, we also enterfuitiores contracts to hedge a portion of anticipagsh flows under our price-to-be-fixed
green coffee contracts, which are described fuithBlote 5. Net derivative losses of $35.0 milliamet of taxes, were included in
accumulated other comprehensive income as of JUQ12 related to coffee hedges. Of the net devivdbsses accumulated as of July 1,
2012, $22.2 milliorpertains to derivative instruments that will be eiidnated as cash flow hedges within 12 monthsadlhdlso continue ti
experience fair value changes before affectingiegsn Outstanding contracts will expire within 1®mths . There was insignificant coffee
hedge activity in the first three quarters of fis2@11.
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Dairy

To mitigate the price uncertainty of a portion af duture purchases of dairy products, we enter dgatrtain futures contracts that are not
designated as hedging instruments. These conaeztgcorded at fair value, with the changes inviaiue recognized in net interest income

and other. Gains and losses from these instrunagatisrgely offset by price fluctuations on ourrgaiurchases which are included in cost of
sales.

Diesel Fuel

To mitigate the price uncertainty of a portion af duture purchases of diesel fuel, we enter iitain swap contracts that are not designated
as hedging instruments. These contracts are retatdair value, with the changes in fair valueogrtized in net interest income and other.
Gains and losses from these instruments are laogfslgt by the financial impact of diesel fuel fluations on our shipping costs which are
included in operating expenses.

The following tables present the pretax effecterfiehtive contracts designated as hedging instrisnamearnings and other comprehensive
income ("OCI") for the quarter and three quarterdesl (in millions):

Foreign Currency Coffee
Quarter Ended: Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011

Cash Flow Hedges:
Gain/(Loss) recognized in earnings
Gain/(Loss) recognized in OCI

Net Investment Hedges:
Gain/(Loss) recognized in earnings $ — 8 —

&

2.9 $ @7 $ @3 $ —
a9 $ G4 $ (206 $ 0.1

&

Gain/(Loss) recognized in OCI $ 5.4 $ (5.2
Foreign Currency Coffee

Three Quarters Ended: Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011
Cash Flow Hedges:

Gain/(Loss) recognized in earnings $ 8.6) $ (10.¢) $ a3 $ =

Gain/(Loss) recognized in OCI $ 1C $ (134 % 400 $ 0.1
Net Investment Hedges:

Gain/(Loss) recognized in earnings $ — $ —

Gain/(Loss) recognized in OCI $ 4¢ $ (5.1

The amounts shown in the above tables as recogmzsatnings for foreign currency and coffee hedggsesent the realized gains/(losses)
reclassified from OCI to net earnings during thary@he amounts shown as recognized in OCI are frithese reclassifications.

The following table presents the pretax effect@fiehtive contracts not designated as hedgingunsnts on earnings for the quarter and
three quarters endedn(millions):

Foreign Currency Dairy Diesel Fuel
Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011
Gain/(Loss) recognized in earnings for

guarter ended $ 42 $ 0.3 $ 12 $ 22 % 0.9 $ 0.2
Gain/(Loss) recognized in earnings for
three quarters ended $ — $ (39 % 2C % 5C $ 0.7 $ 1.1
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Notional amounts of outstanding derivative consact olJuly 1, 2012 :

. $384 millionin foreign currency contrac
. $183 millionin coffee contrac

. $41 millionin dairy contract

. $29 millionin diesel fuel contrac

Note 4: Fair Value Measurement:

Assets and Liabilities Measured at Fair Value oRexurring Basis (in millions)

Fair Value Measurements at Reporting Date Using

Quoted Prices
in Active Significant Significant
Markets for Other Observable Unobservable
Balance at Identical Assets Inputs Inputs
July 1, 2012 (Level 1) (Level 2) (Level 3)

Assets:
Short-term investments:
Available-for-sale securities

Agency obligations $ 100.C $ — 3 100.C $ —
Commercial paper 193.¢ — 193.¢ —
Corporate debt securities 80.¢ — 80.¢ —
Government treasury securities 499.¢ 499.¢ — —
Certificates of deposit 65.¢ — 65.¢ —
Total available-for-sale securities 940.2 499.¢ 440.¢ —
Trading securities 56.1 56.1 — —
Total short-term investments 996.: 555.7 440.¢ —
Long-term investments:
Agency obligations 4.C — 4.C —
Corporate debt securities 73.€ — 73.€ —
State and local government obligations 28.4 — — 28.4
Certificates of deposit 34.1 — 34.1 —
Total long-term investments 140.1 — 111.5 28.4
Total $ 1,136.. $ 555.71 % 552.: $ 28.4
Liabilities:
Short-term derivatives:
Foreign Currency $ 84 $ — % 84 $ —
Coffee 25.7 — 25.7 —
Total short-term derivatives 34.1 — 34.1 —
Long-term derivatives:
Foreign Currency 2.3 — 2.3 —
Coffee 3.8 — 3.8 —
Total long-term derivatives 6.1 — 6.1 —
Total $ 40z $ — 8 40z $ -
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Fair Value Measurements at Reporting Date Using

Quoted Prices
in Active Significant Significant
Markets for Other Observable Unobservable
Balance at Identical Assets Inputs Inputs
October 2, 2011 (Level 1) (Level 2) (Level 3)

Assets:
Short-term investments:
Available-for-sale securities

Agency obligations $ 20.C % — 3 20.C % —
Commercial paper 87.C — 87.C —
Corporate debt securities 78.C — 78.C —
Government treasury securities 606.( 606.( — —
Certificates of deposit 64.C — 64.C —
Total available-for-sale securities 855.( 606.( 249.( —
Trading securities 47.€ 47.€ — —
Total short-term investments 902.¢ 653.¢ 249.( —
Long-term investments:
Corporate debt securities 67.C — 67.C —
State and local government obligations 28.C — — 28.C
Certificates of deposit 12.C — 12.C —
Total long-term investments 107.C — 79.C 28.C
Total $ 1,009.¢ $ 653.¢ $ 328.C $ 28.C
Liabilities:
Short-term derivatives:
Foreign Currency $ 201 % — 3 201 % —
Coffee 1.2 — 1.2 —
Total short-term derivatives 21.: — 21.: —
Long-term derivatives:
Foreign Currency 9.¢ — 9.¢ —
Total long-term derivatives 9.9 — 9.9 —
Total $ 312 % — 31z $ —

Short-term and long-term derivatives are includedther accrued liabilities, and other long-terabliities, respectively.
Gross unrealized holding gains and losses werenatgrial as of July 1, 2012 and October 2, 2011 .

Changes in Level 3 Instruments Measured at Faiu¥an a Recurring Basis

Financial instruments measured using Level 3 indascribed above are comprised entirely of ouri@uchte securities (“ARS”).

Assets and Liabilities Measured at Fair Value oNarecurring Basit

Assets and liabilities recognized or disclosedaat\falue in the financial statements on a nonméegibasis include items such as property,
plant and equipment, goodwill and other intangddsets, equity and cost method investments, ard atisets. These assets are measured at
fair value if determined to be impaired.

10
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During the quarter and three quarters ended Ju@12 and July 3, 2011 , we recognized fair mavkéie adjustments with a charge to
earnings for these assets as folldimsmillions):

Quarter Ended July 1, 2012 Three Quarters Ended July 1, 2012
Carrying Carrying Carrying Carrying
Value before Fair value value after Value before Fair value value after
adjustment adjustment adjustment adjustment adjustment adjustment
Property, plant and equipment (1) $ 11 $ 0.7 $ 04 $ 44 $ 27 $ 1.7
Quarter Ended July 3, 2011 Three Quarters Ended July 3, 2011
Carrying Carrying Carrying Carrying
Value before Fair value value after Value before Fair value value after
adjustment adjustment adjustment adjustment adjustment adjustment
Property, plant and equipment (1) $ 17 $ 2.2 $ 0t $ 28 % 21 $ 0.7
Other assets (2) $ 1€ $ (16) $ — 3 221 % (22.) $ —
Q) These assets primarily consist of leasehofgt@wements in underperforming stores. The fair @alas determined using a

discounted cash flow model based on expected fstore revenues and operating costs, using intprog@ctions. The resulting
impairment charge was included in store operatkpgenses.

2) The fair value was determined using a discedicbsh flow model based on future expected rewean@ operating costs, using
internal projections. The resulting impairment gfeawas included in other operating expenses.

Fair Value of Other Financial Instrumen

The estimated fair value of the $550 million of 82 Senior Notes based on the quoted market prieee(l2) was approximately $667
million and $648 million as of July 1, 2012 and Glmr 2, 2011 , respectively.

Note 5: Inventories(in millions)

Jul 1, 2012 Oct 2, 2011 Jul 3, 2011

Coffee:
Unroasted $ 749.1 % 431.: % 423.2
Roasted 225.¢ 246.F 190.t
Other merchandise held for sale 133.¢ 150.¢ 116.C
Packaging and other supplies 140.¢ 137.2 126.¢
Total $ 1,249.: $ 965.¢ $ 856.%

Inventory levels vary due to seasonality, commodigrket supply and price fluctuations. Also conttibg to the increase in inventory over
the prior year period was the growth of our Cha®lelopment business.

As of July 1, 2012 , we had committed to purchagjreen coffee totaling $463 million under fixedgaricontracts and an estimated $384
million under price-to-be-fixed contracts. As ofydt, 2012 , approximately $183 million of our pito-be-fixed contracts were effectively
fixed through the use of futures contracts. Prizdefixed contracts are purchase commitments wherebytiality, quantity, delivery perio
and other negotiated terms are agreed upon, bulatieeat which the base “C” coffee commodity paoenponent will be fixed has not yet
been established. For these types of contractere®tarbucks or the seller has the option to “fe base “C'toffee commaodity price prior-
the delivery date. Until prices are fixed, we estienthe total cost of these purchase commitmengsb&lieve, based on relationships
established with our suppliers in the past, thie efsnon-delivery on these purchase commitmenitsrisote.

11
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Note 6: Supplemental Balance Sheet Informatic(in millions)

Property, Plant and Equipment, net

Land

Buildings

Leasehold improvements

Store equipment

Roasting equipment

Furniture, fixtures and other

Work in progress

Property, plant and equipment, gross
Less accumulated depreciation
Property, plant and equipment, net

Other Assets

Other intangible assets
Other
Total other assets

Accrued Liabilities

Accrued compensation and related costs

Accrued occupancy costs
Accrued taxes

Accrued dividend payable
Other

Total accrued liabilities

Other Long-Term Liabilities

Deferred rent

Unrecognized tax benefits
Asset retirement obligations
Other

Total other long-term liabilities

12

Jul 1, 2012 Oct 2, 2011

$ 445 $ 44.¢
222.¢ 218.F

3,808. 3,617.;
1,185. 1,101.¢

308.¢€ 295.]

799.¢ 757.¢

210. 127.4

6,579.¢ 6,163..
(4,135.) (3,808.)

$ 2,444 $ 2,355.(

Jul 1, 2012 Oct 2, 2011

$ 1176 $ 111.¢
286.2 297.%
$ 404.C % 409.¢

Jul 1, 2012 Oct 2, 2011

$ 350.2 % 364.¢
125.7 148.:
99.7 109.2
129.1 126.¢
230.¢ 192.¢
$ 935.€ $ 940.¢

Jul 1, 2012 Oct 2, 2011

$ 206.7 % 215.2
74.C 56.7
53.¢ 50.1
18.c 25.¢
$ 3531 % 347.¢
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Note 7: Goodwill
Changes in the carrying amount of goodwill by réglole operating segment are as folldimsmillions):

China / Channel
Americas EMEA Asia Pacific Development Other Total

Balance at October 2, 2011 (1)

Goodwill prior to impairment $ 162.¢ $ 63.C $ 746 $ 23t $ 57 $ 330.2

Accumulated impairment charges (8.€) — — — — (8.€)

Goodwiill $ 154 63.C $ 74t $ 23 % 57 $ 321.¢
Acquisitions 11.€ — — — 5.8 17.€
Purcha}s_,e price adjustment of previous
acquisitions — — — — — —
Impairment — — — — — —
Other (2) 0.¢ (3.6) 0.2 — — (2.5
Balance at July 1, 2012

Goodwill prior to impairment $ 175€ $ 59.4 $ 75.C $ 23.¢ % 115 $ 345.%

Accumulated impairment charges (8.€) — — — — (8.€)

Goodwiill $ 167.C $ 594 $ 7.0 % 238 $ 118 8 336.7

(1) In conjunction with the change in reportabpei@ting segments, we reclassified goodwill by sagnas of October 2, 2011
(2) Other is primarily comprised of changes in the geiidbalance as a result of foreign exchange flatians

Note 8: Equity
Changes in total equit§n millions):

Three Quarters Ended

Jul 1, 2012 Jul 3, 2011

Beginning balance of total equity $ 4,387 $ 3,682.:

Net earnings including noncontrolling interest 1,025.° 889.¢

Other comprehensive income / (loss) (48.¢) 40.3

Comprehensive income 976.¢ 930.2

Stock-based compensation expense 116.: 109.¢

Exercise of stock options 295.¢ 255.¢

Sale of common stock 14.c 14.1

Repurchase of common stock (15.7) (321.9

Cash dividends declared (386.%) (292.9
Purchase of noncontrolling interest:

Included in additional paid-in capital — (28.0

Included in noncontrolling interests — (7.5

Ending balance of total equity $ 5388.( $ 4,341

Components of accumulated other comprehensive iacagt of taxin millions):

Jul 1, 2012 Oct 2, 2011

Net unrealized gains / (losses) on available-fée-sacurities $ 0.5 $ (0.5
Net unrealized gains / (losses) on hedging instnisme (71.7) (45.9)
Translation adjustment 69.1 92.1
Accumulated other comprehensive income $ 25 $ 46.2
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In addition to 1.2 billion shares of authorized coon stock with $0.001 par value per share, the Gmyhas authorized 7.5 milliahares o
preferred stock, none of which was outstandingfasily 1, 2012 .

Share repurchase activifijn millions, except for average price data)

Three Quarters Ended

Jul 1, 2012 Jul 3, 2011
Number of shares acquired 0.4 9.2
Average price per share of acquired shares $ 36.4¢ $ 35.1%
Total cost of acquired shares $ 157 $ 321.¢

As of July 1, 2012 , 24.0 million shares remainedilable for repurchase under the current authbama

During the third quarter of fiscal 2012 , Starbu8aard of Directors declared a quarterly cash @inaito shareholders of $ 0.17 per share to
be paid on August 24, 2012 to shareholders of teasrof the close of business on August 8, 2012 .

Note 9: Employee Stock Plan

As of July 1, 2012 , there were 32.4 million shasEsommon stock available for issuance pursuaftire equity-based compensation
awards and employee stock purchase plans.

Stock-based compensation expense recognized ootisolidated statements of earnings rillions):

Quarter Ended Three Quarters Ended

Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011
Options $ 112 % 14: $ 354 $ 46.¢
Restricted Stock Units (“RSUSs") 27.€ 227 79.4 61.4
Total stock-based compensation $ 38.6 $ 37.C $ 114¢ $ 108.2

Value of awards granted and exercised during thiege

Quarter Ended Three Quarters Ended
Jul 1, 2012 Jul 3, 2011 Jul 1, 2012 Jul 3, 2011
Estimated fair value per option granted $ 145¢ $ 10.2¢ $ 12.7¢  $ 9.5%
Weighted average option grant price $ 549: % 35.8¢ $ 4407 $ 31.1¢
Weighted average price per option exercised $ 172 $ 15.7¢ $ 159C $ 13.9¢
Weighted average RSU grant price $ 55.3¢ $ 3571 $ 43.9: $ 30.9¢

Stock option and RSU transactions from Octobei02,12hrough July 1, 2012 millions):

Options outstanding/Nonvested RSUs, October 2, 2011 455 8.3
Granted 3.3 4.C
Options exercised/RSUs vested (22.9) (4.0)
Forfeited/expired 1.7 0.8

Options outstanding/Nonvested RSUs, July 1, 2012 34.t 7

Total unrecognized stock-based compensation expaesef estimated forfeitures, as of July 1, 2012 $ 441 $ 104.2
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Note 10: Earnings Per Share
Calculation of net earnings per common share (“BRS’basic and dilutedift millions, except EPB

Quarter Ended Three Quarters Ended
July 1, 2012 July 3, 2011 July 1, 2012 July 3, 2011

Net earnings attributable to Starbucks $ 33371 % 279.1 $ 1,025.. $ 887.4
Weighted average common shares and common stotsk uni

outstanding (for basic calculation) 758.¢ 750.5 753.¢ 748.¢
Dilutive effect of outstanding common stock opti@m RSUs 17.¢ 21.4 19.1 21.2
Weighted average common and common equivalentshare

outstanding (for diluted calculation) 776.¢ 771.¢ 772.¢ 770.1
EPS — basic $ 044 $ 037 $ 1.3¢ $ 1.1¢
EPS — diluted $ 04: $ 03¢ $ 13 $ 1.1t

Potential dilutive shares consist of the incremlesienmon shares issuable upon the exercise ofamdistg stock options (both vested and
non-vested) and unvested RSUs, calculated usingehsury stock method. The calculation of dilusbares outstanding excludes out-of-the-
money stock options (i.e., such options’ exercisegs were greater than the average market pricerofommon shares for the period)
because their inclusion would have been antididutut-of-the-money stock options totaled approxa@tya2 million as of July 3, 2011 .

There were no out-of-the-money stock options akubf 1, 2012.

Note 11 Commitments and Contingencie

Legal Proceeding

In the first quarter of fiscal 2011, Starbucks fieti Kraft Foods Global, Inc. (“Kraft"}hat we were discontinuing our distribution arramge!
with Kraft on March 1, 2011 due to material breachg Kraft of its obligations under the Supply dnicense Agreement between the
Company and Kraft, dated March 29, 2004 (the “Agrest”), which defined the main distribution arramgnt between the parties. Through
our arrangement with Kraft, Starbucks sold a silaaif Starbucks and Seattle’s Best Coffee bramdmitaged coffees in grocery and
warehouse club stores throughout the US, and twegycstores in Canada, the UK and other Europeantdes. Kraft managed the
distribution, marketing, advertising and promotafrthese products.

Kraft denies it has materially breached the Agresm@n November 29, 2010, Starbucks received @@aii arbitration from Kraft putting

the commercial dispute between the parties intdib@arbitration pursuant to the terms of the Agreet. In addition to denying it materially
breached the Agreement, Kraft further allegesifftarbucks wished to terminate the Agreementusntompensate Kraft as provided in the
Agreement in an amount equal to the fair valudefAgreement, with an additional premium of up %¢%3under certain circumstances.

On December 6, 2010, Kraft commenced a federak @mtion against Starbucks, entitlétaft Foods Global, Inc. v. Starbucks Corporation
in the U.S. District Court for the Southern Distraé New York (the “District Court”) seeking injutige relief to prevent Starbucks from
terminating the distribution arrangement until fegties’ dispute is resolved through the arbitrapooceeding. On January 28, 2011, the
District Court denied Kraft's request for injunaivelief. Kraft appealed the District Court’s déaisto the Second Circuit Court of Appeals.
On February 25, 2011, the Second Circuit Court gbeals affirmed the District Court’s decision. Ageault, Starbucks is in full control of
our packaged coffee business as of March 1, 2011.

While Starbucks believes we have valid claims ofamal breach by Kraft under the Agreement thadveéld us to terminate the Agreement
and certain other relationships with Kraft withaoimpensation to Kraft, there exists the possibditynaterial adverse outcomes to Starbucks
in the arbitration or to resolve the matter. AltgbwKraft disclosed to the press and in federal ciilurgs a $750 million offer Starbucks made
to Kraft in August 2010 to avoid litigation and ens a smooth transition of the business, the figairet a proper basis upon which to
estimate a possible outcome of the arbitratiorag based upon facts and circumstances at theKiraé.rejected the offer immediately and
did not provide a counter-offer, effectively endihg discussions between the parties with regaashyoppayment. Moreover, the offer was
made prior to our investigation of Kraft's breaclaesl without consideration of Kraft's continuingldiae to comply with material terms of the
agreements.

On April 2, 2012, Starbucks and Kraft exchangedegtxgeports regarding alleged damages on themnadfive claims. Starbucks claims
damages of up to $62.9 million from the loss oésaksulting from Kraft's failure to use commergiakasonable efforts to market Starbucks
®coffee, plus attorney fees. Kraft's expert opinleak the fair market value
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of the Agreement was $1.9 billion . After applyia@5% premium and 9% interest, Kraft claims damadep to $2.9 billion , plus attorney
fees. The arbitration commenced on July 11, 20tRism progress. It is possible the arbitratioryraatend beyond the originally scheduled
timeframe and, based on scheduling constraintdjrtiieg of a decision may extend into fiscal 2013.

At this time, Starbucks believes an unfavorableoute with respect to the arbitration is not probablt as noted above is reasonably
possible. As also noted above, Starbucks beliewekave valid claims of material breach by Kraft emthe Agreement that allowed us to
terminate the Agreement without compensation tdtkha addition, Starbucks believes Kraftiamage estimates are highly inflated and
upon faulty analysis. As a result, we cannot reablynestimate the possible loss. Accordingly, resloontingency has been recorded for this
matter.

Starbucks is party to various other legal procegslarising in the ordinary course of businessuiticlg certain employment litigation cases
that have been certified as class or collectivioast but, except as noted above, is not currenfigrty to any legal proceeding that
management believes could have a material advéesg en our consolidated financial position, réswlf operations or cash flows.

Note 12 Segment Reportini

Segment information is prepared on the same bagitir management reviews financial informationdjperational decision-making
purposes. Beginning with the first quarter of fis2@12, we redefined our reportable operating segsi® align with the three-region
leadership and organizational structure of ourilrbtesiness that took effect at the beginning s€dil 2012.

The three-region structure includes: 1) Americaslusive of the US, Canada, and Latin America; B)n@ / Asia Pacific (“CAP”); and 3)
Europe, Middle East, and Africa, collectively refat to as the “EMEA” region. Our ceo, who is ouietloperating decision maker
(“*CODM") manages these businesses, evaluates financiakresud makes key operating decisions based amethieorganizational structul
Accordingly, beginning with the first quarter o€l 2012, we revised our reportable operating se¢ggrfrom 1) US, 2) International, and 3)
Global Consumer Products Group to the following fa@portable segments: 1) Americas, 2) CAP, 3) EM&#d 4) Global Consumer
Products Group. In the second quarter of fiscaP20& renamed our Global Consumer Products Grogimeet “Channel Development.”
Segment revenues as a percentage of total netueséor the first three quarters of fiscal 2012enas follows: Americas ( 75% ), EMEA
(9% ), China / Asia Pacific ( 5% ), and Channel/&sepment ( 10% ).

Concurrent with the change in reportable operagments, we revised our prior period financiabinfation to reflect comparable financial
information for the new segment structure. Histrfmancial information presented herein reflegtis change.

Americas

Americas operations sell coffee and other beveragesplementary food, whole bean coffees, and asiet selection of merchandise thro
company-operated stores and licensed stores. Thegigas segment is our most mature business anaichasved significant scale.

Europe, Middle East, and Afric:

EMEA operations sell coffee and other beveragesptementary food, whole bean coffees, and a focaskttion of merchandise through
company-operated stores and licensed stores. Gentkets within EMEA operations are in the eathgss of development and require a
more extensive support organization, relative edhrrent levels of revenue and operating incohse) Americas.

China / Asia Pacific

China /Asia Pacific operations sell coffee and pti®verages, complementary food, whole bean cofteeba focused selection of
merchandise through company-operated stores agmbsha stores. Certain markets within China / Asicfle operations are in the early
stages of development and require a more extesapgort organization, relative to the current levalrevenue and operating income, than
Americas.

Channel Development

Channel Development operations sell a selectiomhafle bean and ground coffees as well as a sefecfipremium Taz®8 teas globally.
Channel Development operations also produce ahd satiety of ready-to-drink beverages, Starb¢ks ® Ready Brew, Starbucksoffee
and Tazd tea K-Cup® portion packs, and Starbucki&e creams. The US foodservice business, whidhcisided in the Channel Developm
segment, sells coffee and other related produdtsstitutional foodservice companies.
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Other

Other includes Seattle’s Best Coffee, EvolutionshreDigital Ventures, and unallocated corporatesagps that pertain to corporate
administrative functions that support the operasagments but are not specifically attributablertmanaged by any segment, and are not
included in the reported financial results of tiperating segments.

The tables below presents financial informationdor reportable operating segments and Other #ogtlarter and three quarters endely 1,
2012 and July 3, 2011, including the reclassifzat discussed in Note I millions):

China / Channel
Americas EMEA Asia Pacific Development Other Total

Quarter Ended

July 1, 2012

Total net revenues $ 2471 $ 282.C $ 181.¢ $ 316.2 $ 52z $ 3,303.¢
Depreciation and amortization expenses 97.2 14.5 5.8 0.3 19.1 136.7
Income (loss) from equity investees — — 30.1 21.2 0.4 51.7
Operating income/(loss) 512.] 2.€ 61.4 86.t (171.0 491.¢
July 3, 2011

Total net revenues $ 2275¢ 8 257¢ % 1386 $ 2182 % 414 $ 2,932.:
Depreciation and amortization expenses 96.: 12.4 4.6 0.5 15.7 129.t
Income (loss) from equity investees — 1.8 23.t 19.€ (0.6) 442
Operating income/(loss) 450.¢ 4.9 44.¢ 69.2 (167.9 402.2

Three Quarters Ended

China/ Channel
Americas EMEA Asia Pacific Development Other Total

July 1, 2012

Total net revenues $ 7424 $ 857t $ 523.¢ $ 973.7 $ 156t $ 9,935.
Depreciation and amortization expenses 291.¢ 42.¢ 16.4 0 57.C 408.¢
Income (loss) from equity investees 2.1 0.3 90.7 55.4 0.3 148.¢
Operating income/(loss) 1,538.: 16.7 188.¢ 247 (513.7) 1,477.¢
July 3, 2011

Total net revenues $ 6,768.8 $ 756.1 % 3911 % 618.: $ 133.¢ $ 8,668.
Depreciation and amortization expenses 292t 37.€ 13.2 1.8 40.¢ 386.1
Income (loss) from equity investees 1.€ 6.C 62.2 48.5 (1.5 116.¢
Operating income/(loss) 1,398.: 37.¢ 134.¢ 207.t (497.%) 1,280.:

The following table reconciles the total of opemgtincome in the table above to consolidated egalirefore income tax€m millions):

Quarter Ended Three Quarters Ended
July 1, 2012 July 3, 2011 July 1, 2012 July 3, 2011
Operating income $ 491.¢ $ 402z $ 1,477.¢ $ 1,280.:
Interest income and other, net 9.7 16.C 68.2 50.2
Interest expense (8.9 (8.5) (26.2) (23.5
Earnings before income taxes $ 492.¢ % 409.7 $ 1519.¢ $ 1,307.:
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Note 13 Subsequent Ever

In the fourth quarter of fiscal 2012 , we acquiBal/ Bread, LLC and its La Boulange® bakery braralléctively “La Boulange”), to elevate
our core food offerings and build a premium, arntedébakery brand. We acquired La Boulange for @lpase price of $100 million in cash.
Because of the timing of when this acquisition ethshe initial accounting for this acquisitiorstdl in process, including determining the 1
value of the net assets acquired. La BoulangenbBaly-owned subsidiary of Starbucks Corporation.

Item 2. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

CAUTIONARY STATEMENT PURSUANT TO THE PRIVATE SECURIIES LITIGATION REFORM ACT OF 1995

Certain statements herein, including statementangigg trends in or expectations relating to thepested effects of our initiatives and plans,
as well as trends in or expectations regarding @aga per share, revenues, operating income, opggatiargins, comparable store sales,
sales leverage, expenses, dividends, share repseshather financial results, capital expenditusgsling and expansion of international
operations, profitable growth opportunities, strgite acquisitions, changes to the organizational &®tlership structures, commodity costs
and our mitigation strategies, the transition framr distribution arrangement with Kraft to a diredistribution model, liquidity, cash flow
from operations, anticipated store openings anaiclgs, the health and growth of our business oVaral of specific businesses or mark
benefits of recent initiatives, increased trafficaur stores, operational efficiencies, productamation and distribution, tax rates, and
economic conditions in the US and international keds all constitute “forward-looking statementsthin the meaning of the Private
Securities Litigation Reform Act of 1995. Suchestagnts are based on currently available operatiimgncial and competitive information
and are subject to various risks and uncertaintfestual future results and trends may differ matkyidepending on a variety of factors,
including, but not limited to, coffee, dairy andhet raw materials prices and availability, successixecution of our initiatives, successful
execution of internal plans, fluctuations in US amigtrnational economies and currencies, the immdatompetitors’ initiatives, the effect of
legal proceedings, and other risks detailed in filimgs with the SEC, including in Part | Iltem I/Risk Factors” in the 10-K.

A forward-looking statement is neither a prediction nor aantee of future events or circumstances, andetfioisire events or
circumstances may not occur. You should not plackie reliance on the forward-looking statementsclvispeak only as of the date of this
report. We are under no obligation to update oeakliny forward-looking statements, whether as altexf new information, future events or
otherwise.

This information should be read in conjunction witle condensed consolidated financial statememtgrennotes included in Item 1 of Part |
of this 10-Q and the audited consolidated finansialements and notes, and Management’s DiscuasibAnalysis of Financial Condition
and Results of Operations, contained in the 10-K.

General

Our fiscal year ends on the Sunday closest to 8#@e30. All references to store counts, includiatp for new store openings, are reported
net of store closures, unless otherwise noted.

Overview

Starbucks results for the third quarter of fisdal2 continue to demonstrate the strength of oanfital foundation and diversified growth
model. Total net revenues increased 13% to $3li8riliriven by global comparable store sales growit6% , comprised of a 5% increase in
traffic and a 2% increase in average ticket. Algotdbuting to the revenue growth was an increasevenues from our Channel
Development segment (formerly “Global Consumer Bovgl Group” segment) of 45% , driven by the lauotBtarbucks’ and Tazd

branded K-Cug? portion packs and increased packaged coffee sa&primarily to the launch of StarbuckBlonde Roast. Diluted earnings
per share increased 19% to $0.43 , despite comtipressure from commodity costs, which negativelyacted operating income and
operating margin by approximately $38 million arid basis points, respectively.

The Americas segment performed well for the thindrter with a 9% increase in revenues over the gear, primarily due to strong
comparable store sales growth of 7% , driven binarease in traffic of 5% . Contributing to the quemable store sales growth was the
continued expansion of our warming program, incret@esales from our new StarbudkBlonde Roast and continued store efficiencies én th
morning daypart. In addition to growth in comparpetated stores, revenues from licensed stores 24@tin the quarter. This success gives
us confidence in our licensed operations as weraato expand our licensed store portfolio. Whiile growth in our Americas segment
remains encouraging, we are mindful of the imphat t

18




Table of Contents

ongoing economic challenges will continue to hamdlis segment. As a result of a weakened conseméronment in June, while sales and
traffic growth continued in our target range, thterof growth slowed. However, we believe our plamsontinued store efficiencies,
accelerating new store development, and expandingipeline of new product offerings to increaseeraues throughout all dayparts will
drive growth in the future.

EMEA segment results reflect both the investmergshave begun making as part of our transformatian for the region, as well as the
macroeconomic headwinds we, and others, face there.ré/starting to see the benefit of our consumeredriwitiatives, including our foct
on improving the quality and local relevancy of puoducts and overall store experience. While wegaize that this turnaround will not b
quick one, these early indicators are encouragiug.EMEA segment delivered flat comparable stolessand operating income of $2.6
million for the quarter. We expect the investmemésare making will result in improved operatingfpemance as we progress on our plan
towards mid-teens operating margin; however, tlisground will take time to gain traction.

CAP segment revenues increased 31% compared sathe quarter in the prior year, driven by net n@resgrowth and comparable store
sales growth of 12% . This segment continues tavgepidly and is becoming a more meaningful contiglb to overall company profitability.
We expect continued growth will be from a mix afr&t openings and comparable store sales growthaCGhintinues to be a significant
growth opportunity for us as we remain on trackeach our goal of 1,500 stores in 2015. In addjtigher key markets such as Japan, Korea,
Thailand, Singapore and Indonesia all continueetptofitable and provide a solid foundation for thomed growth in the region.

Our Channel Development segment represents anatpbertant, profitable growth opportunity for us. &mel Development results contini
to be a solid contributor to overall revenue growtith a 45% increase in revenues primarily duesiesof Starbuck&and Tazd branded K-
Cup®portion packs. High commodity costs continued t@lsignificant drag on operating margin; howevesgite these higher costs,
operating income increased $17 million to $86 willfor the third quarter of fiscal 2012. We expemttinued innovation and new product
offerings such as the Verisnisystem by Starbucks and Starbucks Refreshieesverages will drive further growth and profitatyilivithin
this segment over time.

Comparable Store Sales
Comparable store sales for the third quarter aeditst three quarters of fiscal 2012 are as foow

Quarter Ended Jul 1, 2012 Three Quarters Ended Jul 1, 2012
Change in Change in SEES Change in Change in
Transactions Ticket Growth Transactions Ticket
Consolidated 6% 5% 2% 8% 6% 1%
Americas 7% 5% 2% 8% 6% 1%
EMEA —% —% —% 1% —% —%
China / Asia Pacific 12% 8% 4% 17% 12% 4%

Our comparable store sales represent the growtwvanue from company-operated stores open 13 monibager. Comparable store sales
exclude the effect of fluctuations in foreign cuntg exchange rates.

Fiscal 2012 — Financial Outlook for the Year

For fiscal year 2012 , we expect revenue growthedriby mid-single-digit comparable store sales ghowet new store openings and strong
growth in the Channel Development business. Licgsseres will comprise between one-half and twodthbf new store openings in the
Americas, EMEA and China / Asia Pacific regions.

We expect modest consolidated operating margirEdfslimprovement compared to fiscal 2011, givencourent revenue expectations,
along with ongoing higher commaodity costs.

We expect increased capital expenditures in fid0aR compared to fiscal 2011, reflecting additianaestments in store renovations and in
manufacturing capacity.

Fiscal 2013 — Financial Outlook for the Year

For fiscal year 2013, we expect revenue growthedfrioy mid-single-digit comparable store sales gnowpproximately 1,200 net new store
openings, and continued strong growth in the Chiabaeelopment business. Licensed stores will cosgpaipproximately one-half of new
store openings in the Americas and approximatetyttiirds of new store openings in China / Asia fimeind EMEA.
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We expect full-year consolidated operating margipriovement of 50 to 100 basis points and EPS growib% to 20% compared to fiscal
2012.

We expect approximately $1 billion in capital exgitares in fiscal 2013, reflecting both new storevgth and an increase in production
capacity to support recently-announced initiatives.

Results of Operations (in millions)

Revenues
Quarter Ended Three Quarters Ended

Jul 3,

2011
Company-operated stores $ 2,615t $ 2,417.: 82% $ 7,868.t $ 7,162.: 9.€%
Licensed stores 308.2 248.7 23.¢ 905.1 740.¢ 22.2
CPG, foodservice and other 379.¢ 266.2 427 1,161.° 765.¢ 51.7
Total net revenues $ 3,303.¢ $ 2,932.: 12.1% $ 9,935.c $ 8,668." 14.€%

Total net revenues for the third quarter and thst fhree quarters of fiscal 2012 increased $37llomiand $1.3 billion , respectively,
primarily driven by increased revenues from compapgrated stores (contributing $198 million and B#dllion , respectively). An increase
in comparable store sales was the primary drivéh@increase in company-operated store revenudmth periods (approximately 6% , or
$149 million, for the third quarter and approximgt®%o , or $532 million, for the first three quarte

Also contributing to the increase in total net rawes was higher revenues from licensed stores®@fiiion and $164 million , for the third
quarter and the first three quarters of fiscal 20fE5pectively. These increases were primarilytduggher product sales to and royalty
revenues from our licensees, resulting from impdosemparable store sales and the opening of 383eveticensed stores over the last 12
months.

CPG, foodservice and other revenue increased $1lllidmand $396 million , for the third quarter atiee first three quarters of fiscal 2012,
respectively. These increases were primarily dusates of Starbucksand Tazd branded K-Cuff portion packs launched in the CPG
channel on November 1, 2012 (approximately $55ianilfor the third quarter and approximately $174iom for the first three quarters). For
the third quarter of fiscal 2012, increased pacHaggdfee sales (approximately $20 million), driv@nthe launch of StarbucRBlonde Roas
and increased foodservice revenues (approximafehyndillion) also contributed. For the first thregagters of fiscal 2012, the benefit of
recognizing full revenue from packaged coffee aaddales under the direct distribution model (axiprately $78 million) and increased
foodservice revenues (approximately $43 milliospatontributed.

Operating Expenses
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Cost of sales including occupan
costs

Store operating expenses
Other operating expenses

Depreciation and amortization
expenses

General and administrative
expenses

Quarter Ended

% of Total

Net Revenues

Three Quarters Ended

% of Total

Net Revenues

Total operating expenses
Income from equity investees

Operating income

Store operating expenses as a ¢
related revenues

1,446.. $ 1,237! 43.8% 42.2% $ 4,354. 3,601.( 43.8% 41.5%
976.( 917.1 29.5 31.c 2,928.: 2,672.: 29.5 30.¢
105.¢ 100.( 3.2 3.4 317.¢ 289.( 3.2 3.3
136.% 129.5 4.1 4.4 408.¢ 386.1 4.1 4.5
199.( 190.2 6.C 6.5 597.¢ 557.( 6.C 6.4
2,863." 2,574 86.7 87.¢ 8,606.: 7,505.¢ 86.¢€ 86.€
51.7 44.c 1.6 L 148.¢ 116.¢ L 13
$ 491¢€ $ 402.2 14.% 13.% $ 1,477 1,280.: 14.% 14.&%
37.5% 37.% 37.2% 37.5%
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Cost of sales including occupancy costs as a ptrgerof total net revenues increased 160 basisspand 230 basis points for the third
quarter and the first three quarters of fiscal 20fespectively, driven by increased commodity €¢approximately 110 basis points for the
third quarter and approximately 210 basis pointgHe first three quarters), primarily due to higheffee costs.

Store operating expenses as a percentage of @itedvenues decreased 180 basis points for triegharter and 130 basis points for the first
three quarters of fiscal 2012 , primarily due toréased Channel Development revenues and licetm®drevenues. Store operating expenses
as a percentage of company-operated store reveleaesased 60 basis points for the third quarterl@nhsis points for the first three
quarters, primarily due to increased sales leveragethe first three quarters of fiscal 2012, fdneorability from increased sales leverage was
partially offset by higher debit card transactiees (approximately 20 basis points).

Other operating expenses as a percentage of etagévenues decreased 20 basis points for theghader and 10 basis points for the first
three quarters of fiscal 2012 . Excluding the impdcompany-operated store revenues, other opgratipenses decreased 400 basis points
for the third quarter and 380 basis points forfttet three quarters. The decrease was primarilyedrby increased sales leverage for the third
quarter. For the first three quarters, the decraaseprimarily driven by the absence of chargdisial 2012 related to the Seattle’s Best
Coffee store closures in Borders bookstores (apmprabely 140 basis points) and increased salesdgeer

Income from equity investees increased $7.4 milfarthe third quarter and $31.9 million for thesfithree quarters of fiscal 2012, primarily
due to improved performance from our joint ventoperations in Japan and China, as well as in outhNemerican Coffee Partnership joint
venture which produces, bottles and distributesready to drink beverages.

Also contributing to the operating margin favorépifor the third quarter and the first three geestof fiscal 2012 was sales leverage on
general and administrative expenses and depretiatid amortization. The combination of these chamgsulted in an increase in operating
margin of 120 basis points for the third quartest 46 basis points for the first three quarterssufal 2012.

Other Income and Expenses

Quarter Ended Three Quarters Ended

% of Total % of Total
Net Revenues Net Revenues

Operating income $ 491¢ $ 402. 14.€% 13.7% $1,477.¢ $1,280.: 14.€ % 14.€ %
Interest income and other, net 9.7 16.C 0.3 0.t 68.2 50.2 0.7 0.€
Interest expense (8.9 (8.5) (0.9) (0.9) (26.2) (23.5) (0.9 (0.9

Earnings before income taxes 492.¢ 409.7 14.¢ 14.C 1,519.¢ 1,307.: 15.: 15.1
Income taxes 159.1 129.¢ 4.8 4.4 4942 417 .2 5.C 4.8

Net earnings including

noncontrolling interests 333.: 279.¢ 10.1 9.t 1,025.° 889.¢ 10.z 10.z

Net earnings (loss) attributable tc

noncontrolling interest 0.2 0.7 — — 0.€ 2.t — —

Net earnings attributable to

Starbucks $ 3331 $ 279.1 10.1% 9.E5% $1,025.. $ 887. 10.2% 10.2%
Effective tax rate including
noncontrolling interest 32.2% 31.7% 32.5% 31.€%

For the third quarter and the first three quartérfiscal 2012 , net interest income and other éased $6 million and increased $18 million ,
respectively. The decrease in income for the thirdrter of fiscal 2012 was primarily due to theeatz® of the gain recognized in the third
quarter of fiscal 2011 resulting from the sale of Blong Kong investment. The increase in incomeHerfirst three quarters of fiscal 2012
was primarily due to the recognition of additiomaome associated with unredeemed gifts cardseirs¢icond quarter of fiscal 2012
(approximately $29 million), following a recent ebwiling related to state unclaimed property laws.

22




Table of Contents

The effective tax rate for the quarter ended JulRQNL2 was 32.3% compared to 31.7% for the sameeguia fiscal 2011. The increase in the
rate was primarily due to benefits recognized siedi 2011 from releasing certain tax reserves.effeetive tax rate for the three quarters
ended July 1, 2012 was 32.5% compared to 3¥@%e same period in fiscal 2011. The increaghénrate was due to benefits recognize
fiscal 2011 from releasing certain tax reservegjglly offset by increased income in certain fgrejurisdictions with lower tax rates in fiscal
2012.

Segment Information

Segment information is prepared on the same basiotr management reviews financial informatiandjperational decision-making
purposes. The following tables summarize the resaflbperations by segme(irt millions):

Americas
Quarter Ended Three Quarters Ended

% of Americas % of Americas

Net Revenues Net Revenues
Total net revenues $ 2471 $ 2,275.¢ $ 7424: $ 6,768.¢
Cost of sales including occupancy
costs 965.1 880.¢ 39.1% 38.71% 2,913.. 2,602.: 39.2% 38.4%
Store operating expenses 858.1 813.% 34.7 35.7 2,570.! 2,378.¢ 34.€ 35.1
Other operating expenses 20.2 18.¢ 0.8 0.8 59.4 55.t 0.8 0.8
Depreciation and amortization
expenses 97.2 96.3 3.9 4.2 291.¢ 292t 3.9 4.3
General and administrative
expenses 18.t 15.7 0.7 0.7 53.7 43.1 0.7 0.€
Total operating expenses 1,959.: 1,825.( 79.5 80.2 5,888.: 5,372.: 79.5 79.4
Income from equity investees — — — — 2.1 1.€ — —

Operating income $ 512.1 $ 450.¢ 20.7% 19.8% $ 1,538.0 $ 1,398. 20.7% 20.7%

Store operating expenses as a ¢
related revenues 38.(% 38.7% 37.% 38.(%
Revenues

Americas total net revenues for the third quartet the first three quarters of fiscal 2012 increla8% , or $195 million , and 10% , or $656
million , respectively. These increases were prilyariven by increased revenues from company-deératores (contributing $154 million
for the third quarter and $530 million for the fiteree quarters) and licensed stores (contribuitiymillion for the third quarter and $125
million for the first three quarters).

An increase in comparable store sales was the pyidraver of the increase in company-operated stevenues for both periods
(approximately 7% , or $139 million, for the thiydarter and approximately 8% , or $486 million, ttee first three quarters). The increase in
licensed store revenues was primarily due to irsg@groduct sales to and royalty revenues frormdiees (approximately $40 million for the
third quarter and approximately $116 million foetfirst three quarters), primarily resulting fromgroved comparable store sales.

Operating Expenses

Cost of sales including occupancy costs as a pegerof total net revenues increased 40 basisgaird 80 basis points for the third quarter
and the first three quarters of fiscal 2012 , retipely. These increases were driven by higher codity costs (approximately 70 basis points
for the third quarter and approximately 150 basis{s for the first three quarters), primarily doehigher coffee costs, partially offset by
increased sales leverage on occupancy costs (apity 50 basis points for the third quarter apdraximately 60 basis points for the first
three quarters).

Store operating expenses as a percentage of @itedvenues decreased 100 basis points for thiegharter and 50 basis points for the first
three quarters of fiscal 2012 . Increased licersseks revenues contributed approximately 30 kpesigts and approximately 40 basis points
for the third quarter and the first three quartegspectively. Store operating expenses as a gageonf company-operated store revenues
decreased 70 basis points for the third quarterl@nghsis points for the first three quarters tdl 2012 . These decreasese primarily dut
to increased sales leverage. For the third quatéereased
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marketing expenses (approximately 30 basis popar)ally offset by higher debit card transactiees (approximately 10 basis points) also
contributed. For the first three quarters, theaased sales leverage was partially offset by higabit card transaction fees (approximately
basis points).

Also contributing to the change in operating marfginthe third quarter and the first three quartdrscal 2012 was increased sales leverage
resulting in lower depreciation and amortizatiopexses as a percentage of total net revenuesifedimng 30 basis points for the third
quarter and 40 basis points for the first threetgus). The combination of these changes resutteshioverall increase in operating margin of
90 basis points for the third quarter of fiscal 20@perating margin for the first three quarterfisifal 2012 did not change from the same
period in the prior year.

EMEA
Quarter Ended Three Quarters Ended
% of EMEA % of EMEA
Net Revenues Net Revenues

Total net revenues $ 282 $ 257.¢ $ 857t $ 756.7
Cost of sales including
occupancy costs 149.¢ 133.1 53.1% 51.6% 444z 3774 51.8% 49.%
Store operating expenses 88.2 82.1 31.c 31.¢ 274.( 236.% 32.C 31.2
Other operating expenses 8.4 9.C 3.C 3.t 26.C 24.¢ 3.C 3.3
Depreciation and
amortization expenses 14.: 12.4 5.1 4.8 42.¢ 37.€ 5.C 5.C
General and administrative
expenses 18.7 18.2 6.€ 7.1 54.1 48.7 6.3 6.4
Total operating expenses 279.4 254.¢ 99.1 98.¢ 841.1 724.¢ 98.1 95.¢
Income from equity
investees — 1.8 — 0.7 0.3 6.C — 0.8

Operating income $ 2€ $ 4.9 0.2% 1% $ 16.7 $ 37.¢ 1.9% 5.C%
Store operating expenses as
a % of related revenues 37.2% 37.(% 37.% 36.1%
Revenues

EMEA total net revenues for the third quarter amalfirst three quarters of fiscal 2012 increased, @6$24 million , and 13% , or $101
million , respectively, primarily driven by incressrevenues from company-operated stores (contrgp@5 million for the third quarter and
$80 million for the first three quarters). Thesergases in company-operated store revenues wenargyi due to the acquisition of the
remaining interest in our previous joint ventur@gtions in Switzerland and Austria in the fourttader of fiscal 2011 (approximately $25
million for the third quarter and approximately $8dlion for the first three quarters), partiallffeet by unfavorable foreign currency
fluctuations (approximately $12 million for the tthiquarter and approximately $19 million for thesfithree quarters). An increase in licensed
store revenues also contributed (contributing $ifianifor the third quarter and $18 million for tfiest three quarters).

Operating Expenses

Cost of sales including occupancy costs as a pergerof total net revenues increased 150 basisspiminthe third quarter and 190 basis
points for the first three quarters of fiscal 20Ihese increases were primarily driven by higlestsrelated to the transition to a consolid
food and dairy distribution model in the UK (appiroately 180 basis points for both periods), whioh @xpected to decline over time as the
full benefits of the transition are realized. Atsmtributing to the increases were higher commactists (approximately 30 basis points for
the third quarter and approximately 40 basis pdimtshe first three quarters), primarily coffee.

Store operating expenses as a percentage of aitedvenues decreased 50 basis points for theghader and increased 80 basis points for
the first three quarters of fiscal 2012 . Incredsmzhsed stores revenues contributed approximd@lyasis points and approximately 40 basis
points for the third quarter and the first threaers, respectively. Store operating expensegascantage of company-operated store
revenues increased 20 basis points for the thiagdtguand 120 basis points for the
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first three quarters of fiscal 2012’ hese increases were primarily driven by the tdssales leverage on salaries and benefits expeRee the
third quarter, the loss of sales leverage on ssland benefits expenses was partially offset Wgidusiness taxes (approximately 110 basis
points).

Other operating expenses as a percentage of &itaévenues decreased 50 basis points and 30duasis for the third quarter and the first
three quarters of fiscal 2012, respectively. Thinrsgeases were primarily driven by increased dakesrage from higher licensed store
revenues.

Income from equity investees declined to $0 millionthe third quarter and $0.3 million for thestithree quarters of fiscal 2012 , due to the
acquisition of the remaining interest in our prexggoint venture operations in Switzerland and Aast

The above changes contributed to a decrease iatoggmargin of 100 basis points for the third geiaand 310 basis points for the first three
quarters of fiscal 2012 .

China / Asia Pacific

Quarter Ended Three Quarters Ended

% of CAP % of CAP
Net Revenues Net Revenues

Total net revenues $ 181t $ 138. $ 523: $ 3911
Cost of sales including
occupancy costs 91.t 69.7 50.2% 50.2% 262.7 198.: 50.2% 50.7%
Store operating expenses 29.7 21.7 16.2 15.7 84.C 57.C 16.1 14.€
Other operating expenses 11.2 10.c 6.2 7.4 32.4 26.2 6.2 6.7
Depreciation and
amortization expenses 5.8 4.€ 3.2 3.3 16.4 13.2 3.1 3.4
General and administrative
expenses 12.2 10.€ 6.7 7.8 29.€ 241 5.7 6.2
Total operating expenses 150.k 117.2 82.¢ 84.€ 425.1 318.¢ 81.2 81.t
Income from equity
investees 30.1 23.t 16.€ 17.C 90.7 62.2 17.5 15.€

Operating income $ 614 $ 44.¢ 33.8% 328 $ 188¢ $ 134.¢ 36.1% 34.4%
Store operating expenses as
a % of related revenues 24.4% 23.2% 24.(% 22.5%
Revenues

China / Asia Pacific total net revenues for thedlgjuarter and the first three quarters of fis€dl2increased 31% , or $43 million , and 34% ,
or $132 million , respectively, primarily driven lnycreased revenues from company-operated stovegrifuting $29 million for the third
quarter and $97 million for the first three quasjeAlso contributing to the increase in revenues an increase in licensed store revenues,
driven by increased royalty revenues from and pebdales to licensees (approximately $14 milliontfie third quarter and approximately
$30 million for the first three quarters).

The increase in company-operated store revenuegrivaarily due to the opening of 116 net new stamethe past 12 months (approximately
$18 million for the third quarter and approximat8i/l million for the first three quarters) and aarease in comparable store sales
(approximately 12% , or $11 million, for the thigdarter and approximately 17% , or $42 million, thee first three quarters).

Operating Expenses

Cost of sales including occupancy costs as a pegerof total net revenues did not change forlilvd guarter of fiscal 2012 and decreased
50 basis points for the first three quarters afdi2012. For the third quarter of fiscal 2012, increasel#s leverage on occupancy costs of
increased commodity costs (approximately 90 basiistg). For the first three quarters of fiscal 20ih2reased sales leverage on occupancy
costs was partially offset by increased commodiste (approximately 140 basis points). Higher aoffests drove the increase in commodity
costs for both periods.
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Store operating expenses as a percentage of @itedvenues increased 60 basis points and 150@sts for the third quarter and the first
three quarters of fiscal 2012, respectively. Theseases were primarily driven by increased casseciated with the expansion efforts of
company-operated stores in mainland China.

Other operating expenses as a percentage of ettaévenues decreased 120 basis points and 50pwésis for the third quarter and the first
three quarters of fiscal 2012, respectively. Thirsgeases were primarily driven by increased dakesrage from higher licensed store
revenues.

Income from equity investees increased $7 millionthe third quarter and $28 million for the fitetee quarters of fiscal 2012 , driven by
improved performance of our joint venture operaionJapan and China.

The changes in the above line items combined vaithsdeverage on general and administrative exgdiagpproximately 120 basis points for
the third quarter and approximately 50 basis pdimtshe first three quarters) and depreciation amertization (approximately 10 basis po
for the third quarter and approximately 30 basigtsdor the first three quarters), contributedtooverall increase in operating margin of
basis points for the third quarter and an incredde/0 basis points for the first three quarterfisufal 2012.

Channel Development

Quarter Ended Three Quarters Ended

% of Channel % of Channel
Development Development
Net Revenues Net Revenues
Total net revenues $ 316« $ 218. $ 9737 $ 618.
Cost of sales 201.1 128.( 63.6% 58.€% 626.t 347.¢ 64.2% 56.2%
Other operating expenses 47.¢ 38.2 15.1 17.5 147.2 104.¢ 15.1 16.€
Depreciation and
amortization expenses 0.3 0.5 0.1 0.2 1.C 1.6 0.1 0.3
General and administrative
expenses 1.8 2.C 0.€ 0.8 6.€ 4.7 0.7 0.8
Total operating expenses 251.1 168.% 79.4 77.2 781. 459.2 80.: 74.:
Income from equity
investees 21.2 19.€ 6.7 9.C 55.4 48.5 5.7 7.8
Operating income $ 86t $ 69.2 27.%% 31.7% $ 2475 $ 207t 25.4% 33.6%
Revenues

Total Channel Development net revenues for the tipirarter and the first three quarters of fiscdl2creased 45% , or $98 million , and
58% , or $355 million , respectively, primarily dteesales of StarbucKsand Tazd® branded K-Cuff portion packs (approximately $55
million for the third quarter and approximately imillion for the first three quarters). For thérthquarter, increased packaged coffee sales
(approximately $20 million), primarily driven byeHaunch of StarbucksBlonde Roast, also contributed. For the first ttgqearters, the
benefit of recognizing full revenue from packageffee and tea sales under the direct distributiode@hthrough the second quarter of fiscal
2012 (approximately $70 million) and increased famdtice revenues (approximately $29) million alsntdbuted.

The fiscal third quarter marks the first full yearer-year comparison period under the direct distion model. Accordingly, the change to
the direct distribution model did not impact thedguarter of fiscal 2012.

Operating Expenses

Cost of sales as a percentage of total net revanae=sased 500 basis points for the third quarer&00 basis points fahe first three quarte
of fiscal 2012 , respectively, driven by increasedhmodity costs (approximately 500 basis pointgHerthird quarter and approximately 690
basis points for the first three quarters), prityatiie to higher coffee costs.

Other operating expenses as a percentage of &tatvenues decreased 240 basis points for thiegharter and 180 basis points for the first
three quarters of fiscal 2012 . These decreases pranarily due to increased sales leverage langgéted to increased revenues from the
addition of Starbuck8and Tazd branded K-Cugf packs.
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Income from equity investees increased $2 millionthe third quarter and $7 million for the firetée quarters of fiscal 2012 , driven by
increased income of our North American Coffee Raship joint venture.

The changes in the above line items combined weitisdeverage on general and administrative exgdiapproximately 30 basis points for
the third quarter and approximately 10 basis pdimtshe first three quarters) and depreciation amertization (approximately 10 basis po
for the third quarter and approximately 20 basigtsdor the first three quarters), contributectooverall decrease in operating margin of
basis points for the third quarter and 820 basistpdor the first three quarters of fiscal 2012 .

Other
Quarter Ended Three Quarters Ended

Jul 1, %

2012
Total net revenues $ 522 % 41.4 26.1% $ 1565 $ 133. 17.C%
Cost of sales 38.€ 25.¢ 49.C 107.2 75.1 42.¢
Other operating expenses 18.2 23.6 (22.9) 52.¢ 77.€ (32.0
Depreciation and amortization expenses 19.1 15.7 217 57.C 40.¢ 39.4
General and administrative expenses 1475 143. 3.C 453.4 436.4 3.€
Total operating expenses 223.¢ 208.¢ 7.2 670.5 630.( 6.4
Income/(loss) from equity investees 0.4 (0.€) nm 0.3 (2.5) nm

Operating loss $ (171.0 $ (167.9 1¢€% $ (513.9) $ (497.9) 3.2%

Other includes operating results from Seattle’st Bedfee, Evolution Fresh, Digital Ventures, anghemses pertaining to corporate
administrative functions that support our operasegments but are not specifically attributableotananaged by, any segment and are not
included in the reported financial results of tiperating segments.

Total Other net revenues for the third quarter tedfirst three quarters of fiscal 2012 increasgtl illion and $23 million , respectively,
primarily due to incremental revenues from Evolatiresh, which was acquired during the first quastdiscal 2012.

Total operating expenses increased $15 million$&tidmillion for the third quarter and the firstelerquarters of fiscal 2012 , respectively.
These increases in expenses were primarily dugcteased cost of sales resulting from higher conityodsts, primarily coffee, and higher
general and administrative expenses to suppodriheth of the business.
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Fiscal Third Quarter 2012 Store Data
Our store data for the periods presented is agvistl

Net stores opened/(closed) during the period

Quarter Ended Three Quarters Ended Stores open as of

Americas
Company-operated stores 47 — 83 4 7,70¢€ 7,58¢
Licensed stores 36 52 171 (10%) 4,947 4,93¢
83 52 254 (101 12,65: 12,52
EMEA
Company-operated storés 2 15 7 21 902 891
Licensed store® 34 21 71 55 935 83¢
36 36 78 76 1,83¢ 1,73(C
China / Asia Pacific
Company-operated stores 32 14 95 52 607 491
Licensed stores 80 53 221 133 2,55¢ 2,27¢
112 67 31¢€ 18t 3,16: 2,76¢
Total 231 15k 64¢ 16C 17,65 17,01¢
Q) EMEA store data has been adjusted for theiaitiun of store locations in Austria and Switzeudiain the fourth quarter of fiscal

2011, by reclassifying historical information frdotensed stores to Company-operated stores.

Financial Condition, Liquidity and Capital Resources
Investment Overview

Starbucks cash and short-term investments totélesiisillion and $2.1 billion as of July 1, 2012 aBdtober 2, 2011 , respectively. As of
July 1, 2012 , approximately $663.5 million of caghs held in foreign subsidiaries. Of our cash helireign subsidiaries, $335.8 million is
denominated in the US dollar. We actively managecash and short-term investments in order to matéy fund operating needs, make
scheduled interest and principal payments on otrmolangs, and return cash to shareholders throagineon stock cash dividend payments
and share repurchases. Our short-term investmenssst predominantly of US Treasury securities, w@rcial paper, corporate bonds, US
Agency securities, and certificates of deposit.

Our portfolio of long-term available for sale saties consists predominantly of high investmentdgraorporate bonds, diversified among
industries and individual issuers, as well as fieaties of deposits. We also have investments ¢ti@urate securities (“ARS”), all of which
are classified as long-term. ARS totaling $28.4iariland $28.0 million were outstanding as of Jul2012 and October 2, 2011 ,
respectively.

Borrowing Capacity

Starbucks $500 million unsecured credit facilityisilable for working capital, capital expenditsisnd other corporate purposes, including
acquisitions and share repurchases. The crediityambntains provisions requiring us to maintaomgpliance with certain covenants,
including a minimum fixed charge coverage ratiojcihmeasures our ability to cover financing expsenge of July 1, 2012 and October 2,
2011 , we were in compliance with each of theseenants. The $550 million of 10-year 6.25% Seniotelda@lso require us to maintain
compliance with certain covenants, including linatsfuture liens and sale and leaseback transaatiorcertain material properties. As of
July 1, 2012 and October 2, 2011 , we were in canpé with each of these covenants.

Use of Cash

We expect to use our cash and short-term invessneriuding any potential future borrowings untter credit facility and our commercial
paper program, to invest in our core businessekjding product innovations and related marketimgp®rt, and other new business
opportunities related to our core businesses. Wewueethat future cash flows generated from operstiand existing cash and short-term
investments both domestically and internationalily e sufficient to finance capital requiremends dbur core businesses in those respective
markets as well as shareholder distributions ferftimeseeable
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future. However, in the event that we need to migtatall or a portion of our international castthe US we would be subject to additional
income taxes.

We may use our available cash resources to mak®pianate capital contributions to our equity noetland cost method investees. We may
also seek strategic acquisitions to leverage exjstapabilities and further build our businessupport of our growth agenda. Acquisitions
may include increasing our ownership interestsuinemuity method and cost method investees. Anisitgrs to increase such ownership
interests will be driven by valuation and fit withir ownership strategy. Significant new joint veey acquisitions and/or other new business
opportunities may require additional outside fuigdin

As discussed further in Note 11, we are in arbaratvith Kraft Foods Global, Inc. (“Kraft”) for acenmercial dispute relating to a distribution
agreement we previously held with Kraft. As a drthose proceedings Kraft has claimed damagessive of a premium and interest for
terminating the arrangement. We believe we havid eddims of material breach by Kraft under the égment. We also believe Kraft's claim
is highly inflated and based upon faulty analysiswever, should the arbitration result in an unfabde outcome, we believe we have
adequate liquidity.

Other than normal operating expenses, cash regeirenfior the remainder of fiscal 2012 are expetrambnsist primarily of capital
expenditures for remodeling and refurbishment ofl @quipment upgrades for, existing company-opérstiares; systems and technology
investments in the stores and in the support itffreire; new company-operated stores; and additiorestments in manufacturing
capacity. Total capital expenditures for fiscal 2@te expected to be approximately $900 million .

During the third quarter of fiscal 2012 , StarbuBaard of Directors declared a quarterly cash @miito shareholders of $0.17 per share to
be paid on August 24, 2012 to shareholders of teasrof the close of business on August 8, 201@rbGcks repurchased 0.4 million shares
of common stock ( $15.7 million ) during the fitetee quarters of fiscal 201&der share repurchase authorizations. The nunfilbemaining
shares authorized for repurchase as of July 1, gftaled 24.0 million .

Cash Flows

Cash provided by operating activities was $1.1dvilfor the first three quarters of fiscal 201dnpared to $1.1 billiofor the same period
fiscal 2011 . Higher net earnings for the periodenaffset by increased payments on accounts payable

Cash used by investing activities for the firsethquarters of fiscal 2012 totaled $684.2 milli@ompared to $217.0 million for the same
period in fiscal 2011 . The increase was primatilg to the net investment of cash into new investrsecurities. An increase in capital
expenditures, primarily for remodeling and renavgtexisting compangperated stores and opening new retail storescastt paid to acqui
Evolution Fresh also contributed.

Cash used by financing activities for the firsethiquarters of fiscal 2012 totaled $88.5 milli@ompared to $367.4 million for the same
period in fiscal 2011 . The decrease was primatilg to a decrease in common share repurchases finsththree quarters of fiscal 2012 and
an increase in the excess tax benefit from exeafiséock options, as a result of more option eisescduring the period. The overall decrease
was partially offset by an increase in cash retditoeshareholders through higher dividend payments.

Contractual Obligations

There have been no material changes during thegeovered by this 10-Q, outside of the ordinamyree of our business, to the contractual
obligations specified in the table of contractualigations included in Management’s Discussion Andlysis of Financial Condition and
Results of Operations included in the 10-K.

Off-Balance Sheet Arrangements
We have no material off-balance sheet arrangements.

Commodity Prices, Availability and General Risk Corditions

Commaodity price risk represents our primary marlsl, generated by our purchases of green coffdedairy products, among other items.
We purchase, roast and sell high quality whole lzahicacoffee and related products and risk arises fraaptice volatility of green

coffee. In addition to coffee, we also purchasaificant amounts of dairy products to support teeds of our company-operated stores. The
price and availability of these commodities dingd@thpact our results of operations and we expectraodity prices, particularly coffee, to
impact future results of operations. For additiatethils see Product Supply in Item 1 of the 1@&Kywvell as Risk Factors in Item 1A of the
10-K.

Seasonality and Quarterly Results

29




Table of Contents

Our business is subject to seasonal fluctuationdyding fluctuations resulting from the holidayasen. Our cash flows from operations are
considerably higher in the first fiscal quarterrthbe remainder of the year. This is largely dribgrcash received as Starbucks Cards are
purchased and loaded during the holiday seasoone $@venues from the Starbucks Card are recognjzea redemption and not when
purchased, seasonal fluctuations on the consollddtements of earnings are much less pronouueatterly results are affected by the
timing of the opening of new stores and the clogihgxisting stores. For these reasons, resultarfgrquarter are not necessarily indicative of
the results that may be achieved for the full figezr.

RECENT ACCOUNTING PRONOUNCEMENTS
See Note 1 in this 10-Q.

Item 3. Quantitative and Qualitative Disclosures About MagkRisk

There has been no material change in the commpdig risk, foreign currency exchange risk, eqsigurity price risk, or interest rate risk
discussed in Item 7A of the 10-K.

Item 4. Controls and Procedure

We maintain disclosure controls and proceduresdietiesigned to ensure that material informaggpired to be disclosed in our periodic
reports filed or submitted under the Securitiestaxge Act of 1934, as amended (the “Exchange Aistfecorded, processed, summarized
and reported within the time periods specifiechi@ EEC’s rules and forms. Our disclosure controts@ocedures are also designed to ensure
that information required to be disclosed in theores we file or submit under the Exchange Actdsumnulated and communicated to our
management, including our principal executive @ffiand principal financial officer as appropridateallow timely decisions regarding

required disclosure.

During the third quarter of fiscal 2012 , we cadriiut an evaluation, under the supervision and thighparticipation of our management,
including our chief executive officer and our chiiefancial officer, of the effectiveness of the iggsand operation of the disclosure controls
and procedures, as defined in Rules 13a-15(e) add.%(e) under the Exchange Act. Based upon ttedtiation, our chief executive officer
and chief financial officer concluded that our distire controls and procedures were effectivef éiseoend of the period covered by this
report (July 1, 2012 ).

There were no changes in our internal control éwancial reporting (as defined in Rules 13a-15¢fyl 15d15(f) of the Exchange Act) duril
our most recently completed fiscal quarter thatamally affected or are reasonably likely to mabyi affect internal control over financial
reporting.

The certifications required by Section 302 of tlefines-Oxley Act of 2002 are filed as exhibitsl3nd 31.2, respectively, to this 10-Q.
PART Il — OTHER INFORMATION

Item 1. Legal Proceeding

In the first quarter of fiscal 2011, Starbucks fied Kraft Foods Global, Inc. (“Kraft")hat we were discontinuing our distribution arramgat
with Kraft on March 1, 2011 due to material breachg Kraft of its obligations under the Supply dricense Agreement between the
Company and Kraft, dated March 29, 2004 (the “Agrert”), which defined the main distribution arrangsnt between the parties. Through
our arrangement with Kraft, Starbucks sold a s&laaif Starbucks and Seattle’s Best Coffee bramdettaged coffees in grocery and
warehouse club stores throughout the US, and toegycstores in Canada, the UK and other Europeantdes. Kraft managed the
distribution, marketing, advertising and promotafrthese products.

Kraft denies it has materially breached the Agremmm®n November 29, 2010, Starbucks received @@ati arbitration from Kraft putting

the commercial dispute between the parties intdib@arbitration pursuant to the terms of the Agreet. In addition to denying it materially
breached the Agreement, Kraft further allegesifrifatarbucks wished to terminate the Agreementustitompensate Kraft as provided in the
Agreement in an amount equal to the fair valuehefAgreement, with an additional premium of up $8@under certain circumstances.

On December 6, 2010, Kraft commenced a federak @mtion against Starbucks, entitlétaft Foods Global, Inc. v. Starbucks Corporation
in the U.S. District Court for the Southern Distraé New York (the “District Court”) seeking
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injunctive relief to prevent Starbucks from ternting the distribution arrangement until the partispute is resolved through the arbitration
proceeding. On January 28, 2011, the District Cdertied Kraft's request for injunctive relief. Krafppealed the District Court’s decision to
the Second Circuit Court of Appeals. On February2Zd.1, the Second Circuit Court of Appeals affidniee District Court’s decision. As a
result, Starbucks is in full control of our packdgmffee business as of March 1, 2011.

While Starbucks believes we have valid claims ofamial breach by Kraft under the Agreement thadveéld us to terminate the Agreement
and certain other relationships with Kraft withaoimpensation to Kraft, there exists the possibditynaterial adverse outcomes to Starbucks
in the arbitration or to resolve the matter. AltgbwKraft disclosed to the press and in federal ciilurgs a $750 million offer Starbucks made
to Kraft in August 2010 to avoid litigation and ens a smooth transition of the business, the figairet a proper basis upon which to
estimate a possible outcome of the arbitrationag based upon facts and circumstances at theKiraé.rejected the offer immediately and
did not provide a counter-offer, effectively endihg discussions between the parties with regaashyopayment. Moreover, the offer was
made prior to our investigation of Kraft's breaclaesl without consideration of Kraft's continuingdldae to comply with material terms of the
agreements.

On April 2, 2012, Starbucks and Kraft exchangedegtxgeports regarding alleged damages on themnadfive claims. Starbucks claims
damages of up to $62.9 million from the loss oésaksulting from Kraft's failure to use commergiakasonable efforts to market Starbucks
®coffee, plus attorney fees. Kraft's expert opinlegk the fair market value of the Agreement was $ill®n . After applying a 35% premium
and 9% interest, Kraft claims damages of up to $8l@n , plus attorney fees. The arbitration coemoed on July 11, 2012 and is in
progress. It is possible the arbitration may exteegond the originally scheduled timeframe andetam scheduling constraints, the timing
of a decision may extend into fiscal 2013.

At this time, Starbucks believes an unfavorableoute with respect to the arbitration is not probablt as noted above is reasonably
possible. As also noted above, Starbucks beliewekave valid claims of material breach by Kraft emthe Agreement that allowed us to
terminate the Agreement without compensation tdtkha addition, Starbucks believes Kraftiamage estimates are highly inflated and
upon faulty analysis. As a result, we cannot reablynestimate the possible loss. Accordingly, resloontingency has been recorded for this
matter.

Starbucks is party to various other legal procegslarising in the ordinary course of businessuiticlg certain employment litigation cases
that have been certified as class or collectivioast but, except as noted above, is not currenfgrty to any legal proceeding that
management believes could have a material advéesg en our consolidated financial position, réswlf operations or cash flows.

Item 1A. Risk Factors

There have been no material changes to the riskrfapreviously disclosed in the 10-K.

Item 2. Unregistered Sales of Equity Securities and UsdPobceed:

Starbucks did not repurchase any shares durinthtftequarter of fiscal 2012 . As of the end of therter, the maximum number of shares
that may yet be purchased under our current skargchase program was 24,015,356 shares. Our i@panehase program is conducted
under authorizations made from time to time by Board of Directors. On March 24, 2010 we publichnaunced the authorization of up to
an additional 15 million shares; on November 13,@@&e publicly announced the authorization of uaricadditional 10 million shares; and
on November 3, 2011 we publicly announced the aizhtion of up to an additional 20 million sharéhese authorizations have no
expiration date.

31




Table of Contents

Iltem 6. Exhibits

Incorporated by Reference

Exhibit Date of Filed
No. Exhibit Description Form File No. First Filing Exhibit Herewith

31.1 Certification of Principal Executive Officer Pursudo Rule 13a-14

of the Securities Exchange Act of 1934, As AdoRedsuant to —

Section 302 of the Sarbanes — Oxley Act of 2002 — — — X
31.2 Certification of Principal Financial Officer Pursitdo Rule 13a-14

of the Securities Exchange Act of 1934, As AdofRedsuant to —

Section 302 of the Sarbanes — Oxley Act of 2002 — — — X
32* Certifications of Principal Executive Officer andriipal Financial

Officer Pursuant to 18 USC. Section 1350, As Addfersuant to —
Section 906 of the Sarbanes-Oxley Act of 2002 — — — —

101 The following financial statements from the Compariy0-Q for the
fiscal quarter ended July 1, 2012, formatted in XBR) Condensed
Consolidated Statements of Earnings, (ii) Condei@&mtsolidated
Balance Sheets, (iii) Condensed Consolidated Stattsmof Cash
Flows and (iv) Notes to Condensed Consolidatedriciiad —
Statements — — — X

* Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

August 2, 2012

STARBUCKS CORPORATION

By: /s/ Troy Alstead
Troy Alstead
chief financial officer
and chief administrative officer

Signing on behalf of the registrant and as
principal financial officer
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13A-14 OF THE SECURES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANEBXLEY ACT OF 2002

I, Howard Schultz, certify that:

1.
2.

| have reviewed this Quarterly Report on Fov( for the fiscal quarter ended July 1, 2@fStarbucks Corporatic

Based on my knowledge, this report does notatommny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, angtfie periods presented in this
report;

The registrang other certifying officer(s) and | are responsiileestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

@ Designed such disclosure controls and proesgor caused such disclosure controls and proesdaibe designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control oveairitial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportittgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

€)) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

August 2, 2012

/s/ Howard Schultz
Howard Schultz
chairman, president and chief executive officer




Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13A-14 OF THE SECURES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANEBXLEY ACT OF 2002

I, Troy Alstead, certify that:

1.
2.

| have reviewed this Quarterly Report on Fov( for the fiscal quarter ended July 1, 2@fStarbucks Corporatic

Based on my knowledge, this report does notatommny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieadingwith respect to th
period covered by this report;

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, angtfie periods presented in this
report;

The registrang other certifying officer(s) and | are responsiileestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

@ Designed such disclosure controls and proesgor caused such disclosure controls and proesdaibe designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control oveairitial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportittgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

€)) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

August 2, 2012

/sl Troy Alstead

Troy Alstead

chief financial officer

and chief administrative officer




Exhibit 32
CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002

In connection with the Quarterly Report of Startai€lorporation (“Starbucks”) on Form 10-Q for thechil quarter ended July 1, 2012 , as
filed with the Securities and Exchange Commissioagust 2, 2012 (the “Report”), Howard Schultzaictnan, president and chief
executive officer, and Troy Alstead, chief finan@éficer and chief administrative officer of Staidks, each hereby certifies, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Segfi6rof the Sarbanes-Oxley Act of 2002, that, sokmowledge:

Q) the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof1934; an

2 the information contained in the Report faphgsents, in all material respects, the finaraaldition and results of operations of
Starbucks.

August 2, 2012
/sl Howard Schultz

Howard Schultz
chairman, president and chief executive officer

August 2, 2012

/sl Troy Alstead

Troy Alstead

chief financial officer

and chief administrative officer




