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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 $ 3,290 $ 2,986.. $ 9,702.: $ 8,783."
Licensed stores 408.1 342.( 1,166.: 1,014.:
CPG, foodservice and other 455.1 407.( 1,398.° 1,280.:
Total net revenues 4,153.° 3,735. 12,267.: 11,078.:
Cost of sales including occupancy costs 1,711t 1,597.¢ 5,135." 4,748.¢
Store operating expenses 1,176.t 1,084.: 3,486.: 3,212
Other operating expenses 120.€ 98.¢ 346.< 330.¢
Depreciation and amortization expenses 180.1 153.2 524.2 4552
General and administrative expenses 269.4 249.¢ 752.¢ 711.5
Litigation charge/(credit) — — (20.2) —
Total operating expenses 3,458.. 3,183.! 10,224, 9,458.¢
Income from equity investees 72.C 63.4 183.¢ 170.¢
Operating income 768.t 615.2 2,226. 1,789.¢
Interest income and other, net 19.4 8L 57.C 51.4
Interest expense (16.9 (6.3 (47.9) (29.0
Earnings before income taxes 771.t 612.4 2,235.¢ 1,822.:
Income taxes 259.( 194.¢ 755.¢ 581.
Net earnings including noncontrolling interests 512.t 417.¢ 1,480.: 1,240.¢
Net earnings/(loss) attributable to noncontrollinggrests (0.2 — (0.2 0.€
Net earnings attributable to Starbucks $ 512.¢ $ 417.¢ 3 1,480.0 $ 1,240.:
Earnings per share - basic $ 0.6¢ $ 0.5¢ $ 1.9€ $ 1.6€
Earnings per share - diluted $ 0.61 $ 058 $ 194 $ 1.6¢
Weighted average shares outstanding:
Basic 751.¢ 749.% 753.¢ 748.%
Diluted 761.( 761.¢ 763.¢ 761.F
Cash dividends declared per share $ 0.2¢ $ 021 $ 0.7¢ $ 0.6:

See Notes to Condensed Consolidated Financial iBéates
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STARBUCKS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in millions, unaudited)

Quarter Ended Three Quarters Ended
Jun 29, Jun 30, Jun 29, Jun 30,

2014 2013 2014 2013
Net earnings including noncontrolling interests $ 512.f $ 417.¢ $ 1,480 $ 1,240
Other comprehensive income/(loss), net of tax:
Unrealized holding gains/(losses) on availablesaie securities 1.7 (0.3 0.8 (0.3
Tax (expense)/benefit (0.6) 0.1 (0.2 0.1
Unrealized gains/(losses) on cash flow hedgingunsénts (13.9) 55.€ 6.1 34.¢
Tax (expense)/benefit 3.6 (20.0 (2.9 (19.9)
Unrealized gains/(losses) on net investment hedgstguments (0.7) 7.8 5.2 34.:
Tax (expense)/benefit 0.3 (2.9 (1.9 (22.9)
Reclassification adjustmer]t for net (gains)/los&_agd;ized in net earnings for 2.6) 111 28 277
cash flow hedges and available-for-sale securities
Tax expense/(benefit) 11 (0.5 2.C (1.9
Translation adjustment 19.¢ (25.0 (2.9 (74.9)
Tax (expense)/benefit (2.2 5.€ (5.6) 4.t
Other comprehensive income/(loss) 6.6 31.¢ 3.9 (8.2
Comprehensive income including noncontrolling iatts 519.] 449.¢ 1,484.: 1,232.°
Comprehensive income/(loss) attributable to norodiimtg interests (0.7) — (0.7) 0.€
Comprehensive income attributable to Starbucks $ 519.: $ 449.6 $ 1484. § 1,232

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

(unaudited)
ASSETS

Current assets:
Cash and cash equivalents $ 1,019.. $ 2,575
Short-term investments 176.¢ 658.1
Accounts receivable, net 580.¢ 561.£
Inventories 1,025.¢ 1,111.:
Prepaid expenses and other current assets 289.¢ 287.1
Deferred income taxes, net 264.k 277.3
Total current assets 3,356.¢ 5,471.
Long-term investments 832.7 58.:
Equity and cost investments 541.% 496.5
Property, plant and equipment, net 3,373.° 3,200.!
Deferred income taxes, net 947.1 967.(
Other assets 193.( 185.:
Other intangible assets 278.1 274.¢
Goodwill 861.7 862.¢
TOTAL ASSETS $ 10,385.: $ 11,516.

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable $ 4745 % 491.5
Accrued litigation charge — 2,784.:
Accrued liabilities 1,376.( 1,269.
Insurance reserves 202.¢ 178.5
Deferred revenue 830.¢ 653.7
Total current liabilities 2,883.¢ 5,377.:
Long-term debt 2,048.: 1,299.
Other long-term liabilities 382.t 357.7
Total liabilities 5,314 7,034..

Shareholders’ equity:
Common stock ($0.001 par value) — authorized, 128Bares; issued and outstanding, 75&t&res

and 753.2 shares, respectively 0.€ 0.8
Additional paid-in capital 39.4 282.1
Retained earnings 4,957 4,130.1
Accumulated other comprehensive income 70.¢ 67.C
Total shareholders’ equity 5,068.¢ 4,480.:
Noncontrolling interest 2.C 2.1
Total equity 5,070.¢ 4,482.;

TOTAL LIABILITIES AND EQUITY $ 10,385.: $ 11,516.

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

Three Quarters Ended

Jun 29, Jun 30,
2014 2013

OPERATING ACTIVITIES:

Net earnings including noncontrolling interests $ 1,480.. $ 1,240.¢
Adjustments to reconcile net earnings to net casbd)/provided by operating activities:
Depreciation and amortization 554.( 479.2
Deferred income taxes, net 32.1 3.6
Income earned from equity method investees, ndistrfibutions (37.9) (42.6)
Gain resulting from sale of equity in joint venture — (35.2)
Stock-based compensation 142.€ 105.¢
Other 33t 18.5
Cash (used)/provided by changes in operating aaadtfiabilities:
Accounts receivable (19.0 (20.9)
Inventories 85.2 88.¢
Accounts payable (3.2 20.¢
Accrued litigation charge (2,763.9) —
Accrued liabilities and insurance reserves 195.: 38.1
Deferred revenue 177.( 168.1
Prepaid expenses, other current assets and odeds as (10.0 (27.9
Net cash (used)/provided by operating activities (133.9) 2,037.¢
INVESTING ACTIVITIES:
Purchase of investments (1,545.9) (495.9
Sales, maturities and calls of investments 1,257.¢ 803.2
Acquisitions, net of cash acquired — (576.9
Additions to property, plant and equipment (811.2) (782.2)
Proceeds from sale of equity in joint venture — 50.2
Other (24.9) 3.C
Net cash used by investing activities (1,122.9 (998.9)
FINANCING ACTIVITIES:
Proceeds from issuance of long-term debt 748.t —
Principal payments on long-term debt — (35.2)
Proceeds from issuance of common stock 117.€ 199.
Excess tax benefit on share-based awards 101.¢ 229.2
Cash dividends paid (587.9 (470.9
Repurchase of common stock (595.7) (588.J)
Minimum tax withholdings on share-based awards (76.8) (120.¢
Other (3.6) 2.3
Net cash used by financing activities (295.%) (783.9)
Effect of exchange rate changes on cash and casia&mnts 4.3 (13.9
Net (decrease)/increase in cash and cash equisalent (1,556.) 2422
CASH AND CASH EQUIVALENTS:
Beginning of period 2,575.° 1,188.¢
End of period $ 1,019.. $ 1,430.¢

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the period for:

Interest, net of capitalized interest $ 39.2 % 17.2
Income taxes $ 548.C $ 417.:

See Notes to Condensed Consolidated Financial rBéates
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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 financiadrsiats as of June 29, 2014 , and for the quartketraiae quarters ended June 29, 2014 an
June 30, 2013, have been prepared by Starbuck®@gion under the rules and regulations of thauSies and Exchange Commission
(“SEC"). In the opinion of management, the finahaidormation for the quarter and three quartedeshJune 29, 2014 and June 30, 2013
reflects all adjustments and accruals, which are mdrmal recurring nature, necessary for a fas@ntation of the financial position, results of
operations and cash flows for the interim periddshis Quarterly Report on Form 10-Q (“10-Q”) Stacks Corporation is referred to as
“Starbucks,” the “Company,” “we,” “us” or “our.”

The financial information as of September 29, 231@&erived from our audited consolidated finanstakements and notes for the fiscal year
ended September 29, 2013 (“fiscal 2013 ") incluteldem 8 in the Fiscal 2013 Annual Report on FAAK (the “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.

The results of operations for the quarter and thresrters ended June 29, 2014 are not necessatibative of the results of operations that
may be achieved for the entire fiscal year endiegt&nber 28, 2014 (“fiscal 2014").

Recent Accounting Pronounceme

In May 2014, the Financial Accounting Standardsrdq8FASB") issued guidance outlining a single caatensive model for entities to use
accounting for revenue arising from contracts witistomers that supersedes most current revenugniéoa guidance. This guidance requires
an entity to recognize revenue when it transfessniged goods or services to customers in an antbahteflects the consideration to which
entity expects to be entitled in exchange for thgmseds or services. Additionally, this guidanceangts related disclosure requirements. The
guidance will become effective for us at the betjigrof our first quarter of fiscal 2018 and willngire full or modified retrospective
application. We are currently evaluating the imghig guidance will have on our financial statenseag well as the expected adoption methoc

In April 2014, the FASB issued guidance that chartpe criteria for reporting discontinued operadiofio qualify as a discontinued operation
under the amended guidance, a component or groopngbonents of an entity that has been disposedisfclassified as held for sale must
represent a strategic shift that has or will haweagor effect on the entity's operations and finanesults. This guidance also expands related
disclosure requirements. The guidance will becoffectve for us at the beginning of our first quarof fiscal 2016. We do not expect the
adoption of this guidance will have a material ictpan our financial statements.

In July 2013, the FASB issued guidance on the firrstatement presentation of an unrecognizeté¢smefit when a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward exists. This guidance requires the cogeized tax benefit to be presented in the
financial statements as a reduction to a defeards$set. When a deferred tax asset is not awjlabthe asset is not intended to be used for
this purpose, the unrecognized tax benefit shoaldresented in the financial statements as aityahihd not netted with a deferred tax

asset. The guidance will become effective for ubateginning of our first quarter of fiscal 20¥8e do not expect the adoption of this
guidance will have a material impact on our finahstatements.

In March 2013, the FASB issued guidance on a parantounting for the cumulative translation adpestt upon derecognition of certain
subsidiaries or groups of assets within a foreigfityeor of an investment in a foreign entity. Tlgisidance requires a parent to release any
related cumulative translation adjustment intoinebme only if the sale or transfer results in¢tbenplete or substantially complete liquidation
of the foreign entity in which the subsidiary oogp of assets had resided. The guidance will becffeetive for us at the beginning of our
first quarter of fiscal 2015. We do not expect dldeption of this guidance will have a material itpan our financial statements.

In February 2013, the FASB issued guidance thas additional disclosure requirements for itemsassified out of accumulated other
comprehensive income. This guidance requires th&adiure of significant amounts reclassified frawhecomponent of accumulated other
comprehensive income and the income statemenitéimes affected by the reclassification. The guigdabecame effective for us at the
beginning of our first quarter of fiscal 2014 aheé tdditional disclosures are provided in Note thisf 10-Q.

In January 2013, the FASB issued guidance clagfyire scope of disclosure requirements for offsgttissets and liabilities. The amended
guidance limits the scope of balance sheet offegttisclosures to derivatives, repurchase agreemamd
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securities lending transactions to the extentttiet are offset in the financial statements orectigo an enforceable master netting arrange
or similar agreement. The guidance became effefivas at the beginning of our first quarter aicil 2014 and did not have a material impac
on our financial statements.

Correction of an Immaterial Error

Effective at the beginning of fiscal 2014, we rsslfied certain fees related to our US and Seafflest Coffee foodservice operations in our
Channel Development segment and All Other Segmesgpectively, from other operating expenses tdg$eovice revenues included in CPG,
foodservice and other net revenues in our condelitistatements of earnings. This reclassificatisults from a correction of an error in our
prior period financial statements which we haveedatned to be immateridh order to align prior period classifications witie current perio
presentation, the historical consolidated finansiatements have been corrected, resulting inggifilzations of $25.4 million an®22.7 millior
for fiscal years 2013 and 2012, respectively. Tdatassifications for the quarter and three quadgaded June 30, 2013 were $6.4 million and
$19.1 million , respectively. The consolidated eta¢nts of earnings as corrected are presented ielomillions):

Fiscal 2013 Fiscal 2012
Q1 Q2 (O] Q4 Full Year Full Year
Net revenues

Company-operated store$ 2,989.t $ 2,807 $ 2,986.0 $ 3,009.¢ $ 11,793.. $ 10,534.!

Licensed stores 350.2 322.1 342.( 346.: 1,360.! 1,210.:
CPG, foodservice and
other 453.2 419.¢ 407.( 432.¢ 1,713.: 1,532.(
Total net revenues 3,793.: 3,549.¢ 3,735.% 3,788.¢ 14,866.! 13,276.¢
Cost of sales including
occupancy costs 1,620." 1,530. 1,597.¢ 1,633." 6,382.1 5,813.:
Store operating expenses 1,089.t 1,038.- 1,084.: 1,073.¢ 4,286.. 3,918.;
Other operating expenses 126.1 105.¢ 98.¢ 101.1 431.¢ 407.2
Depreciation and amortizatior
expenses 148.¢ 153.1 153.% 166.1 621. 550.3
General and administrative
expenses 231.¢ 230.: 249.¢ 226.] 937.¢ 801.Z
Litigation charge — — — 2,784.. 2,784.. —
Total operating expenses 3,217.. 3,058.( 3,183t 5,985.( 15,443.4 11,490.:
Income from equity investees 54.t 2.t 63.4 81.C 251.¢ 210.7
Operating income/(loss) 630.¢ 544.] 615.2 (2,115.9) (325.9) 1,997 .«
Interest income and other, ne (2.9 50.¢ 3H5 72.1 123.¢ 94.4
Interest expense (6.€) (6.1 (6.9 (9. (28.7) (32.7)
Earnings/(loss) before
income taxes 621.1 588.¢ 612. (2,052.9) (229.9 2,059.:
Income taxes 188.% 198.1 194.¢ (820.]) (238.%) 674.
Net earnings including
noncontrolling interests 432.¢ 390.7 417.¢ (1,232.) 8.8 1,384.
Net earnings attributable
to noncontrolling interests 0.2 0.2 — (0.3 0.t 0.¢
Net earnings attributable
to Starbucks $ 432 $ 390.. $ 417.¢  $ (1,232.) $ 83 § 1,383.¢

There was no impact on operating income or netilegsras a result of the error correction, nor anpact on our consolidated statements of
comprehensive income, consolidated balance sheetmeolidated statements of cash flows. Additiatistlosure regarding this change as it
relates to our segment results is included at NbteSegment Reporting.

8




Table of Contents

Note 2: Derivative Financial Instruments
Interest Rate

Depending on market conditions, we enter into agerate swap agreements to hedge the varialilitgsh flows due to changes in the
benchmark interest rate related to anticipated idsbiances. These agreements are cash settledtahéhof the pricing of the related debt. The
effective portion of the derivative's gain or lassecorded in accumulated other comprehensivaniec@AOCI") and is subsequently
reclassified to interest expense over the lifenefrelated debt.

Foreign Currency

To reduce cash flow volatility from foreign currgnftuctuations, we enter into forward and swap caxts to hedge portions of cash flows of
anticipated revenue streams and inventory purchiasgsrencies other than the entity's functionatrency. The effective portion of the
derivative's gain or loss is recorded in AOCI amdubsequently reclassified to revenue or costlessvhen the hedged exposure affects net
earnings.

We also enter into forward contracts to hedge dhneign currency exposure of our net investmeneitain foreign operations. The effective
portion of the derivative's gain or loss is recaride AOCI and will be subsequently reclassifiechtd earnings when the hedged net investmer
is either sold or substantially liquidated.

To mitigate the translation risk of certain balasbeet items, we enter into foreign currency fodv@ntracts that are not designated as he:
instruments. Gains and losses from these derivative largely offset by the financial impact ohskating foreign currency denominated
payables and receivables; both are recorded imtegest income and other.

Commodities

Depending on market conditions, we enter into eoftgures contracts and collars (the combinatioa péirchased call option and a sold put
option) to hedge a portion of anticipated cash #amder our price-to-be-fixed green coffee consaghich are described further in Note 4,
Inventories. The effective portion of the derivati/gain or loss is recorded in AOCI and is subsetiy reclassified to cost of sales when the
hedged exposure affects net earnings.

To mitigate the price uncertainty of a portion of duture purchases of dairy products and diesa| fue enter into dairy and diesel fuel swap
contracts, as well as dairy futures and collarsdha not designated as hedging instruments. Gaids$osses from these derivatives are
recorded in net interest income and other. Gaidd@sses from dairy swaps, futures and collarslgrgffset price fluctuations on our dairy
purchases, which are included in cost of salesn$zand losses from diesel fuel swaps largely offeefinancial impact of diesel fuel
fluctuations on our shipping costs, which are ideld in operating expenses.

Gains and losses on derivative contracts desigratdedging instruments included in AOCI and exgubtd be reclassified into earnings
within 12 months, net of taxif millions):

Net Gains/(Losses) Net Gains/(Losses)
Included in AOCI Expected to be

Contract

Reclassified from AOCI

into Earnings within 12
Months

Remaining
Maturity
(Months)

Cash Flow Hedges:

Interest rates $ 37 % 412 % 3.2

Foreign currency 1.2 (0.3 1.2 34

Coffee (3.9 (12.2) (3.9 14
Net Investment Hedges:

Foreign currency (9.6 (12.9 33
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Pretax gains and losses on derivative contracigntted as hedging instruments recognized in atbeprehensive income ("OCI") and
reclassifications from AOCI to earningm(millions):

Quarter Ended
Gains/(Los;es) Recognize|

Three Quarters Ended
Gains/(Los;es) Recognize

in
OCI Before Gains/(Losses) Reclassifie
Reclassifications from AOCI to Earnings

in
OCI Before Gains/(Losses) Reclassifie|
Reclassifications from AOCI to Earnings

Cash Flow Hedges:

Interest rates $ — $ 49: 3 13 % —  $ 05 $ 49: $ 3.8 % —

Foreign currency (10.9) 5.€ 2.2 2.4 7.8 12.C 5.2 3.C

Coffee (3.0 0.7 (0.9 (13.3) (2.9 (26.9) (118 (29.6
Net Investment Hedges:

Foreign currency (0.7) 7.6 — — 5.2 34.: — —

Pretax gains and losses on derivative contractdegignated as hedging instruments recognizedrimngg (in millions):

Gains/(Losses) Recognized in Earnings

Quarter Ended Three Quarters Ended
Jun 29, 2014 Jun 30, 2013 Jun 29, 2014
Foreign currency $ (1.0 % 04 $ (20 $ 2.€
Coffee — — — (2.2
Dairy 0.8 (2.0 12.7 (4.6)
Diesel fuel 0.€ 0.1 0.€ 0.2

Notional amounts of outstanding derivative consi(in millions):

Jun 29, 2014 Sep 29, 2013

Foreign currency $ 664 $ 452
Coffee 3€ —
Dairy 17 38
Diesel fuel 26 17

10




Table of Contents

Note 3: 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
Markets for Other Observable
Balance at Identical Assets Inputs
Jun 29, 2014 (Level 1) (Level 2)
Assets:
Cash and cash equivalents $ 1,019.. $ 1,019.. $ —

Short-term investments:
Available-for-sale securities

Significant

Unobservable
Inputs
(Level 3)

Corporate debt securities 14.5 — 14.5 —

Foreign government obligations 45.¢ — 45.¢ —

US government treasury securities 11.C 11.C — —

State and local government obligations 12.C — 12.C —

Certificates of deposit 20.C — 20.C —

Total available-for-sale securities 103.1 11.C 92.1 —

Trading securities 73.€ 73.€ — —

Total short-term investments 176.¢ 84.¢ 92.1 —
Prepaid expenses and other current assets:

Derivative assets 18.1 0.2 17.¢ —

Long-term investments:
Available-for-sale securities

Agency obligations 10.7 — 10.7 —
Corporate debt securities 342.t — 342t —
Auction rate securities 13.¢ — — 13.¢
Foreign government obligations 85.¢€ — 85.¢ —
US government treasury securities 243.t 243.t — —
State and local government obligations 11.2 — 11.2 —
Mortgage and asset-backed securities 125.¢ — 125.¢ —
Total long-term investments 832.7 243t 575.¢ 13.€
Other assets:

Derivative assets 6.2 — 6.2 —
Total $ 2,053 $ 1,348.( $ 691.7 13.€
Liabilities:

Accrued liabilities:

Derivative liabilities $ 3.8 $ 12 % 2.k —
Other long-term liabilities:

Derivative liabilities 1.¢ — 1.¢ —
Total $ 57 $ 12 4.4 —

11
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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
Sep 29, 2013 (Level 1) (Level 2) (Level 3)
Assets:
Cash and cash equivalents $ 2,575 % 2,575 $% —  $ —

Short-term investments:
Available-for-sale securities

Agency obligations 20.C — 20.C —

Commercial paper 127.C — 127.C —

Corporate debt securities 57.t — 57.t —

US government treasury securities 352.¢ 352.¢ — —

Certificates of deposit 34.1 — 34.1 —

Total available-for-sale securities 591.t 352.¢ 238.¢ —

Trading securities 66.€ 66.€ — —

Total short-term investments 658.] 419t 238.¢ —
Prepaid expenses and other current assets:

Derivative assets 12.t — 12.t —

Long-term investments:
Available-for-sale securities

Agency obligations 8.1 — 8.1 —

Corporate debt securities 36.¢ — 36.¢ —

Auction rate securities 13.4 — — 13.4
Total long-term investments 58.2 — 44.¢ 13.4
Other assets:

Derivative assets 11.4 — 11.4 —
Total $ 3,316.( $ 2995.. $ 307.. $ 13.4
Liabilities:

Accrued liabilities:

Derivative liabilities $ 35 % — % 3E % —
Other long-term liabilities:

Derivative liabilities 0.t — 0.t —
Total $ 4C $ — % 4C $ —

There were no material transfers between levelslar@ was no significant activity within Levelr@struments during the periods presented. |
the second quarter of fiscal 2014, we revised kssdication of coffee and dairy futures from LEReo Level 1, as we use quoted prices in
active markets for identical assets to determimevdue. The fair values of any financial instrumepresented above exclude the impact of
netting assets and liabilities when a legally ecdable master netting agreement exists.

Gross unrealized holding gains and losses on imegss were not material as of June 29, 2014 ante®éer 29, 2013 .

Assets and Liabilities Measured at Fair Value oN@anrecurring Basit

Assets and liabilities recognized or disclosedaatyfalue in the financial statements on a nonmgbasis include items such as property,
plant and equipment, goodwill and other intangdseets, equity and cost method investments, aed asisets. These assets are measured at
fair value if determined to be impaired. During the quarter and three quarters ended June 29,&ildune 30, 2013, there were no materi
fair value adjustments.

The estimated fair value of our long-term debt dase the quoted market price (Level 2) is includetlote 6, Debt.

12
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Note 4: Inventories

(in millions) Jun 29, 2014 Sep 29, 2013 Jun 30, 2013

Coffee:
Unroasted $ 442 % 493.C $ 605.1
Roasted 215.1 235.¢ 229.¢
Other merchandise held for sale 213.¢ 243.: 204.2
Packaging and other supplies 154.€ 139.t 134.¢
Total $ 1,025.¢ $ 1,111 $ 1,173.¢

Other merchandise held for sale includes, amoneratbms, tea and serveware. Inventory levels dagyto seasonality, commodity market
supply and price fluctuations.

As of June 29, 2014 , we had committed to purclgagiren coffee totaling $398 million under fixedeprcontracts and an estimated $753
million under price-to-be-fixed contracts. As oh&29, 2014 , approximately $33 million of our prip-be-fixed contracts were effectively
fixed through the use of futures contracts and @gprately $3 million were price-protected througje use of collar instruments. Price-to-be-
fixed contracts are purchase commitments wherebytiality, quantity, delivery period, and other oéated terms are agreed upon, but the
date, and therefore the price, at which the basectiifee commodity price component will be fixed Imas yet been established. For these t
of contracts, either Starbucks or the seller hasfition to “fix” the base “C” coffee commodity pei prior to the delivery date. Until prices are
fixed, we estimate the total cost of these purcltasemitments. We believe, based on relationshifzbéshed with our suppliers in the past,
the risk of non-delivery on these purchase commithe remote.

Note 5: Supplemental Balance Sheet Informatic(in millions)

Property, Plant and Equipment, net

Land $ 46.¢ 9 47.C
Buildings 278.2 259.¢
Leasehold improvements 4,744.; 4,431.¢
Store equipment 1,456. 1,353.¢
Roasting equipment 408.¢ 397.¢
Furniture, fixtures and other 1,045.¢ 949.7
Work in progress 389.¢ 342.¢
Property, plant and equipment, gross 8,370.: 7,782.:
Accumulated depreciation (4,996.9) (4,581.6
Property, plant and equipment, net $ 3,373. % 3,200.!

Accrued Liabilities Jun 29, 2014 Sep 29, 2013

Accrued compensation and related costs $ 4277 % 420.2
Accrued occupancy costs 119.( 120.7
Accrued taxes 150.¢ 125.(
Accrued dividend payable 195.2 195.¢
Other 483.% 407.€
Total accrued liabilities $ 1,376.( $ 1,269.:
Note 6: Debt

In December 2013 , we issued $400 million of 3-y&875% Senior Notes ("the 2014 3-year notes")Deeember 2016 , and $350 million of
5-year 2.000% Senior Notes ("the 2014 5-year npthsg December 2018, in an underwritten registprdaic offering. Interest on both of
these notes is payable semi-annually on June Dandmber 5 of each year, commencing on June 5, 2014
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Components of long-term debt including the assediatterest rates and related fair valugsrfillions, except interest rates)

Jun 29, 2014 Sep 29, 2013

Estimated Fair Estimated Fair 8 Stated Interest  Effective Interest

Issuance Due Date Face Value Value Face Value Value Rate Rate ®
2014 3-year notes  December 2016 $ 400.C $ 401 $ — $ — 0.87%% 0.941%
2007 notes August 2017 550.( 63< 550.( 644 6.25(% 6.292%
2014 5-year notes December 2018 350.( 358 — — 2.00(% 2.012%
2013 notes October 2023 750.( 791 750.( 762 3.85(% 2.86(%

Total 2,050.( 2,17¢ 1,300.( 1,40¢
Aggregate unamortized discount 1.6 0.€

Total $ 2,048. $ 1,299

@ Includes the effects of the amortization of anynpitem or discount and any gain or loss upon settig¢ragrelated treasury locks or forward-
starting interest rate swaps utilized to hedgdnterest rate risk prior to the debt issuance.

The indentures under which the above notes wewedsalso require us to maintain compliance withadercovenants, including limits on
future liens and sale and leaseback transactiogmain material properties. As of June 29, 2044 were in compliance with all applicable
covenants.

Note 7: Equity
Changes in total equifin millions):

Three Quarters Ended

Jun 29, 2014 Jun 30, 2013
Beginning balance of total equity $ 4482 $ 5,114.!
Net earnings including noncontrolling interests 1,480.: 1,240.¢
Other comprehensive income/(loss) 3.¢ (8.2
Stock-based compensation expense 144.( 107.C
Exercise of stock options/vesting of RSUs 126.: 293.¢
Sale of common stock 16.5 15.1
Repurchase of common stock (595.29) (544.))
Cash dividends declared (587.2) (471.2)
Ending balance of total equity $ 5,070.¢ $ 5,747 .¢

Changes in accumulated other comprehensive incth@Gl") by component, for the quarter and threertpra ended June 29, 2014 , net of
tax:

Quarter Ended

] o Available-for- Cash Flow Net Investment Translation
(in millions) Sale Securities Hedges Hedges Adjustment Total
Net gains/(losses) in AOCI at March 30, 2014 $ 0.9 % 46.6 $ 9.2 % 275 % 64.3
Net gains/(losses) recognized in OCI before
reclassifications 1.1 (10.2) (0.9 17.€ 8.1
Net (gains)/losses reclassified from AOCI to eagsir — (1.5 — — (1.5
Other comprehensive income/(loss) 1.1 (11.9) (0.4 17.€ 6.€
Net gains/(losses) in AOCI at June 29, 2014 $ 02 % 351 % 9.6) $ 451 $ 70.€
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Three Quarters Ended

) o Available-for- Cash Flow Net Investment Translation
(in millions) Sale Securities Hedges Hedges Adjustment Total

Net gains/(losses) in AOCI at September 29, 2013  $ 0.5) $ 26.6 $ (12.9 $ 53.€

Net gains/(losses) recognized in OCI before

reclassifications 0.€ 3.7 3.2 (8.9 (0.9

Net (gains)/losses reclassified from AOCI to eagsir 0.2 4.6 — — 4.8
Other comprehensive income/(loss) 0.8 8.3 3.2 (8.5 3.6
Net gains/(losses) in AOCI at June 29, 2014 $ 0.2 % 351 $ 9.6) $ 451 $ 70.€

Impact of reclassifications from AOCI on the condaled statements of earnings related to cashlikages for the quarter and three quarters
ended June 29, 2014 :

Quarter Ended

Amounts Reclassified
from AOCI Affected Line ltem in

(in millions) the Statements of Earnings

AOCI
Components

Gains/(losses) on cash flow hedges

Interest rate hedges $ 1.2 Interest expense
Foreign currency hedges 0.6 Revenue
Foreign currency/coffee hedges 0.4 Cost of sales including occupancy costs

2.€ Total before tax
(1.2) Tax (expense)/benefit
$ 1.5 Net of tax

Three Quarters Ended

Amounts Reclassified
AOCI from AOCI Affected Line Item in
Components (in millions) the Statements of Earnings

Gains/(losses) on cash flow hedges

Interest rate hedges $ 3.€ Interest expense
Foreign currency hedges 3.2 Revenue
Foreign currency / coffee hedges (9.5) Cost of sales including occupancy costs

(2.5) Total before tax
(2.1) Tax (expense)/benefit
$ (4.€) Net of tax

In addition to 1.2 billion shares of authorized coan stock with $0.001 par value per share, the Gmyhas authorized 7.5 million shares of
preferred stock, none of which was outstandingfasine 29, 2014 .

We repurchased 8.2 million shares of common stbektatal cost of $595.2 million , and 10.8 millishares at a total cost of $544.1 millfon

the three quarters ended June 29, 2014 and Ju2®B®, respectively. As of June 29, 2014 , 18 lianishares remained available for
repurchase under current authorizations.

During the third quarter of fiscal 2014 , our BoafdDirectors declared a quarterly cash dividendHareholders of $0.26 per share to be paid
on August 22, 2014 to shareholders of record @seo€lose of business on August 7, 2014 .
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Note 8: Employee Stock Plan

As of June 29, 2014 , there were 56.5 million sb@fecommon stock available for issuance pursuahiture equity-based compensation
awards and 7.5 million shares available for isseamder our employee stock purchase plan.

Stock-based compensation expense recognized pottsolidated statements of earnifigsmillions):

Quarter Ended Three Quarters Ended
Jun 29, 2014 Jun 30, 2013 Jun 29, 2014 Jun 30, 2013
Options $ 9¢ ¢ 82 $ 324 $ 28.1
Restricted Stock Units (“RSUs”) 41.1 26.£ 110.z 77.5
Total stock-based compensation $ 51.C $ 347 $ 142¢ $ 105.¢

Stock option and RSU transactions from Septembg@®3 through June 29, 201 (millions):

Options outstanding/Nonvested RSUs, September®3 2 22.C 5.8
Granted 3.1 2.t
Options exercised/RSUs vested 4.2 (2.5)
Forfeited/expired (0.9 (0.6)

Options outstanding/Nonvested RSUs, June 29, 2014 20.€ 5.2

Total unrecognized stock-based compensation expeasef estimated

forfeitures, as of June 29, 2014 $ 43¢ $ 126.7

Note 9: Earnings Per Share
Calculation of net earnings per common share (“BRS’basic and dilutedift millions, except EPB

Quarter Ended Three Quarters Ended
Jun 29, 2014 Jun 30, 2013 Jun 29, 2014 Jun 30, 2013

Net earnings attributable to Starbucks $ 512.¢ $ 417.¢ 3 1,480.0 $ 1,240.:
Weighted average common shares outstanding (fac bakulation) 751.¢ 749.7 753.¢ 748.<
Dilutive effect of outstanding common stock opti@ml RSUs 9.2 12.2 10.C 13.2
Weighted average common and common equivalentshare

outstanding (for diluted calculation) 761.( 761.¢ 763.¢ 761.f
EPS — basic $ 0.6¢ $ 0.5¢ $ 19 $ 1.6€
EPS — diluted $ 067 $ 058 % 194 % 1.6:

Potential dilutive shares consist of the incremlesianmon shares issuable upon the exercise ofamdistg stock options (both vested and non
vested) and unvested RSUSs, calculated using thsurg stock method. The calculation of dilutiverssaoutstanding excludes out-of-the-
money stock options (i.e., such optioegercise prices were greater than the average imaike of our common shares for the period) bee
their inclusion would have been antidilutive. Ofittoe-money stock options totaled approximatelyrgilion and 0.1 million as of June 29,
2014 and June 30, 2013, respectively.

Note 10 Commitments and Contingencie

Legal Proceeding:

On November 12, 2013, the arbitrator in our arbitrawith Kraft Foods Global, Inc. (now known asafrFoods Group, Inc.) (“Kraft"prderec
Starbucks to pay Kraft $2,227.5 million in damapkss prejudgment interest and attorneys' fees. $timated prejudgment interest, which
included an accrual through the estimated paymatet, @nd attorneys' fees to be approximately $55@l®n . As a result, we recorded a
litigation charge of $2,784.1 million in our fisc2D13 operating results.
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In the first quarter of fiscal 2014, Starbucks palidcamounts due to Kraft under the arbitratior]uding prejudgment interest and attorneys'
fees, and fully extinguished the litigation chaligéility. Of the $2,784.1 million litigation chaegaccrued in the fourth quarter of fiscal 2013,
$2,763.9 million was paid and the remainder wasasgd as a litigation credit to reflect a reductmour estimated prejudgment interest
payable as a result of paying our obligation eathan anticipated.

Starbucks is party to various other legal procegslarising in the ordinary course of businessyidiclg, at times, certain employment litigation
cases that have been certified as class or caieatitions, but is not currently a party to anyalgroceeding that management believes could
have a material adverse effect on our consolidiitedcial position, results of operations or caskws.

Note 11: Segment Reporting

Segment information is prepared on the same bagitr ceo, who is our chief operating decisiokk@namanages the segments, evaluates
financial results, and makes key operating decssion

The table below presents financial informationdar reportable operating segments and All Othentags for the quarter and three quarters
ended June 29, 2014 and June 30, 20t8luding reclassifications resulting from thereation of the immaterial error discussed in Nbt& he
reclassifications for fiscal years 2013 and 2012ev§21.8 million and $19.2 million for the Chanbevelopment segment, respectively, and
$3.6 million and $3.5 million for All Other Segmentespectively. The reclassifications for the tpraand three quarters ended June 30, 2013
were $5.4 million and $16.3 million for the ChanBavelopment segment, respectively, and $1.0 miliod $2.8 million for All Other
Segments, respectively.

Quarter Ended

] o China / Channel All Other Segment
(in millions) Americas EMEA Asia Pacific Development Segments Total

June 29, 2014

Total net revenues $ 3,057 $ 323t % 287.¢ $ 375.: % 109.¢ $ 4,153
Depreciation and amortization expenses 119.5 15.1 11.2 0.4 3.8 150.2
Income from equity investees — 1.1 46.2 25.t — 72.¢
Operating income/(loss) 728.k 29.2 100.¢ 139.2 (18.9 978.¢

June 30, 2013

Total net revenues $ 2,776f % 2872 % 2337 % 331.C $ 106.¢ $ 3,735.
Depreciation and amortization expenses 105.2 13.7 8.6 0.2 3.€ 131.%
Income from equity investees — — 40.2 23.1 — 63.£
Operating income/(loss) 619.: 9.3 84.7 96.:2 (9.9 800.2

Three Quarters Ended

) o China / Channel All Other Segment
(in millions) Americas EMEA Asia Pacific Development Segments Total

June 29, 2014

Total net revenues $ 8939 $ 973.C $ 819.6 $ 1,146.% $ 388.1 $ 12,267..
Depreciation and amortization expenses 346.¢ 44.c 33.4 1.2 11.5 437.(
Income from equity investees — 3.C 116.¢ 64.1 — 183.¢
Operating income/(loss) 2,066.( 80.t 268.¢ 385.k (13.0 2,787.¢

June 30, 2013

Total net revenues $ 8,221: $ 866.¢ $ 661« $ 1,043! $ 285« $ 11,078..
Depreciation and amortization expenses 316.2 41.€ 24 4 0.6 7.9 391.C
Income from equity investees 2.4 — 105.: 62.7 — 170.¢
Operating income/(loss) 1,759.: 36.€ 225.¢ 287.1 (18.0 2,290.!
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Reconciliation of total segment operating incomedosolidated earnings before income ta(k@millions):

Quarter Ended Three Quarters Ended

Jun 29, 2014 Jun 30, 2013 Jun 29, 2014 Jun 30, 2013

Total segment operating income $ 978.¢ $ 800.2 $ 2,787.¢ $ 2,290.t
Unallocated corporate operating expenses (210.9 (185.0 (561.5 (500.¢)
Consolidated operating income 768.k 615.2 2,226.: 1,789.¢
Interest income and other, net 19.¢ 3.t 57.C 51.4
Interest expense (16.9) (6.9 47.7) (29.0
Earnings before income taxes $ 7718 $ 612.c $ 2,235t $ 1,822.1

Note 12: Subsequent Events

In May 2014, we entered into an agreement to sellPaistralian company-operated retail store assgdsoperations to the Withers Group,
which will convert these operations to a fully lise@d market. This agreement is contingent uporb&tés fulfilling its performance obligation
to obtain a minimum number of lease assignmentarasdrom landlords, which had not been obtainethbyend of the third quarter of fiscal
2014 or as of the date of this filing. Additionalthis transaction is subject to customary closiogditions and working capital adjustments. If
this transaction closes, we expect it will resnlailoss that will not be material to our finangtdtements.

In July 2014, we entered into an agreement toosglb0% equity interest in our Malaysian joint waet, Berjaya Starbucks Coffee Sdn. Bhd.,
to our joint venture partner, Berjaya Food Bertiada total purchase price of $88.0 million , whishsubject to customary closing conditions
and working capital adjustments. We currently halithis transaction will be recognized in the faugtiarter of fiscal 2014 and will result in a
gain.

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 theested effects of our initiatives and plans,
as well as trends in or expectations regarding @aya per share, revenues, operating margins, coalgarstore sales, sales leverage, sales
growth, profitability, expenses, dividends, shapurchases, other financial results, net benefitsifthe sale of retail operations that
close in the fourth quarter of fiscal 2014, capixipenditures, scaling and expansion of internatiaperations, shifts in our store portfolio to
more licensed stores in EMEA and to more comparmyated stores in CAP, establishing China as ougdsst market outside the U.S.,
profitable growth models and opportunities, emeggiusinesses, strategic acquisitions, commoditis@®d our mitigation strategie

liquidity, cash flow from operations, use of castdl @ash requirements, repatriation of cash to thg.\the potential issuance of debt and
applicable interest rate, anticipated store opemsirgnd closings, the health and growth of our bussr®verall and of specific businesses or
markets, benefits of recent initiatives, increasaffic to our stores, operational efficienciespgduct innovation, offerings and distribution, tax
rates, and economic conditions in the US and irtBomal markets, constitute “forward-looking statents” within the meaning of the Private
Securities Litigation Reform Act of 1995. Suchestagnts are based on currently available operatiimgncial and competitive information ai
are subject to various risks and uncertainties.uatfuture results and trends may differ materialgpending on a variety of factors, includii
but not limited to, coffee, dairy and other raw préls prices and availability, successful execuittd our initiatives, successful execution of
internal plans, fluctuations in US and internatide@onomies and currencies, the impact of compstitoitiatives, the effect of legal
proceedings, and other risks detailed in our fingith the SEC, including in Part | Item “Risk Factors” in the 10-K.

A forwardlooking statement is neither a prediction nor aantee of future events or circumstances, andeffioire events or circumstances
may not occur. You should not place undue reliamtéhe forward-looking statements, which speak aslgf the date of this report. We are
under no obligation to update or alter any forwdabking statements, whether as a result of newrimfdion, future events or otherwise.

This information should be read in conjunction vilie condensed consolidated financial statememtshennotes included in Item 1 of Part
this 10-Q and the audited consolidated financetkesbhents and notes, and Management’s DiscussioAralgsis of Financial Condition and
Results of Operations, contained in the 10-K.
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General

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

Overview

Starbucks third quarter results reflect an accéteraf top-line growth and meaningful contributioffom all segments. Consolidated total net
revenues increased 11% to $4.2 billion , drivemglopal comparable store sales growth of 6% ancemental revenue from 1,654 net new
store openings over the last 12 months. Consolidaperating income increased $153 million, or 2884769 million. Operating margin
expanded 200 basis points to 18.5%, driven by $elesage and favorable commodity costs, mainlyeeofEarnings per share of $0.67
increased 22% over the prior year quarter earrpegshare of $0.55.

The Americas segment continued its solid perforraanehe third quarter, growing revenues by 10%3d. billion, primarily driven by
comparable store sales growth of 6% , comprisead4¥o increase in average ticket and ai@&tease in number of transactions. Expanded
offerings, including the continued rollout of oua Boulangé"”food platform in the US, the impact of price in@es in our retail stores and
successful promotional beverages contributed tgtbeth in comparable store sales. Operating masgpanded 150 basis points to 23.8% ,
primarily due to sales leverage. Looking forwara, eéxpect to continue to drive revenue growth angmaxpansion through new stores and
expanded product offerings, targeted at drivingrghoacross all dayparts. We plan to continue taaexpour beverage platforms and elevate
food program, in part with the completion of théaot of La Boulang€” bakery items in our US stores in the fourth quanfdiscal 2014 and
continued enhancements to our lunch options.

In the EMEA segment, the turnaround of the segroentinues to progress, resulting in increased falofity. Revenues grew 13% to $323
million, driven by favorable foreign currency exclgg and comparable store sales growth of 3%. Ineméshrevenues from 166 net new
licensed store openings over the past year alswilboted. Sales leverage, largely driven by ouwatstyic portfolio shift to higher-margin
licensed stores, and continued cost managemeng dnevincrease in operating margin of 580 basistpaiver the prior year quarter, to 9.0%.
We expect our continued disciplined licensed séxqgansion and focus on the customer experiendesmegion will result in improved
operating performance as we progress on our pigartts mid-teens operating margin over time.

The China/Asia Pacific segment results reflectgievth and strong performance of new stores inelgéon, including 238 company-operated
and 502 licensed net new store openings over tsieypar. New store growth, along with a 7% incréassomparable store sales, drove a 23%
increase in revenues to $288 million. The 7% grawttomparable store sales was driven by a 6% aserén number of transactions. Opere
income grew 19%, to $101 million, while operatingngin declined 120 basis points to 35.0%. The djpgyanargin decline was primarily
driven by the unfavorable margin impact of the fudid shift toward more company-operated storethia segment and unfavorable foreign
currency exchange from a weaker Yen, partiallyeaiffs/ leverage from strong sales during the quater expect this segment will become a
more significant contributor to overall company figability in the future, as we look forward to dimued new store openings and establishing
China as our largest market outside of the US.

Channel Development segment revenues grew 13%édayuarter to $375 million, primarily due to incsed sales of premium single serve
products, driven by sales of Starbucks- and Taamded K-Cu® portion packs, and higher sales volumes of packagéfde. Operating
income grew $43 million, or 45%, to $139 millionp&rating margin increased 800 basis points to 37dt%e third quarter of fiscal 2014,
driven by lower coffee costs and improved inventmignagement compared to the prior year. As we moatio expand customer occasions
outside of our retail stores, including growing puesence in the premium single serve categorgxpect this segment to become a more
significant contributor to future growth.

Fiscal 2014 — Financial Outlook for the Year

For fiscal year 2014, we expect revenue growth bélldriven by mid-single digit comparable storesajrowth, net new store openings, and
continued growth in the Channel Development businapproximately one-half of new store openingd b& in China / Asia Pacific, with the
remaining half coming primarily from the Americas.

We expect full-year consolidated operating margipriovement of 200 basis points over fiscal 2013strahg EPS growth, when excluding
the Kraft litigation charge and gains from the saléour equity in our Mexico, Chile and Argentjo@t ventures in fiscal 2013, as well as the
benefit recognized from a litigation credit in thrst quarter of fiscal 2014 and the estimatedbregtefit from the sale of certain retail operation:
that may close in the fourth quarter of fiscal 2014
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Fiscal 2015 — Financial Outlook for the Year

For fiscal year 2015, we expect revenue growthedrity mid-single digit comparable store sales ghcavid approximately 1,600 net new store
openings. Approximately one-half of new store opgriwill be in China / Asia Pacific, with the remiaig half coming primarily from the
Americas.

We expect EPS growth over fiscal 2014 resultseotifhg the strength of our global business andipteltayers of profitable growth initiatives.

Comparable Store Sales
Starbucks comparable store sales for the thirdtguand the first three quarters of fiscal 2014 :

Quarter Ended Jun 29, 2014 Three Quarters Ended Jun 29, 2014
Change in Change in Change in Change in
Transactions Ticket Transactions Ticket
Consolidated 6% 2% 4% 6% 3% 3%
Americas 6% 2% 4% 6% 3% 3%
EMEA 3% 2% 2% 5% 3% 1%
China/Asia Pacific 7% 6% 1% 7% 6% 1%

Our comparable store sales represent the growtvanue from Starbucsompany-operated stores open 13 months or longenp@rable
store sales exclude the effect of fluctuationsoieign currency exchange rates.

Results of Operationg(in millions)

Revenues
Quarter Ended Three Quarters Ended
Jun 30,
2013

Company-operated stores $ 3,290 $ 2,986.: 10.2% $ 9,702 $ 8,783. 10.5%
Licensed stores 408.1 342.( 19.c 1,166.: 1,014.; 15.C
CPG, foodservice and other 455.1 407.C 11.¢ 1,398.° 1,280.: 9.3
Total net revenues $ 4,153 $ 3,735.: 11.2% $ 12,267.. $ 11,078. 10.7%

Total net revenues for the third quarter and tre fhree quarters of fiscal 2014 increased $418Bomiand $1.2 billion , respectively, primarily
due to increased revenues from company-operatessstoontributing $304 million and $919 millionspectively). An increase in comparable
store sales was the primary driver of the incréas®mpany-operated store revenues (approximaélyad both periods, or $181 million for
the third quarter and $493 million for the firstel quarters). Also contributing to net revenuengihdfor both periods were incremental
revenues from 549 net new Starbukempany-operated store openings over the past h2hméapproximately $140 million for the third
quarter and $395 million for the first three ques}e

Licensed store revenue growth also contributetieédricrease in total net revenues for the thirdtquand the first three quarters of fiscal 201+
(approximately $66 million for the third quarterda$152 million for the first three quarters). Thenease for both periods was primarily due tc
increased product sales to and royalty revenues @nar licensees, as a result of improved compargtble sales and the opening of 1,074 net
new licensed stores over the past 12 months.

CPG, foodservice and other revenues increased $#8mand $119 million for the third quarter arfuketfirst three quarters of fiscal 2014 ,
respectively. These increases were primarily diedeased sales of premium single serve prodagisr¢ximately $26 million and $74
million, respectively). For the third quarter asdal 2014, increased sales volumes of packagedec(dpproximately $16 million) also
contributed.
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Operating Expenses

Quarter Ended Three Quarters Ended
Jun 29, Jun 30,
2014 2013
% of Total % of Total
Net Revenues Net Revenues

Cost of sales including occupanc
costs $ 1,711t $ 1,597 41.2% 42.8% $ 5,135 $ 4,748.¢ 41.€% 42.%
Store operating expenses 1,176. 1,084.: 28.Z 29.C 3,486.: 3,212.: 28.¢ 29.C
Other operating expenses 120.€ 98.¢ 2.8 2.€ 346.: 330.¢ 2.€ 3.C
Depreciation and amortization
expenses 180.1 153.: 4.3 4.1 524.: 455.¢ 4. 4.1
General and administrative
expenses 269.¢ 249.¢ 6.5 6.7 752.€ 711.% 6.1 6.4
Litigation charge/(credit) — — — — (20.2) — (0.2) —
Total operating expenses 3,458.: 3,183.! 83.: 85.2 10,224, 9,458.¢ 83.2 85.4
Income from equity investees 72.¢ 63.£ 1.8 1.7 183.¢ 170.¢ 1kt 1kt
Operating income $ 768.t $ 615.2 18.5% 16.5% $ 2,226.0 $ 1,789.¢ 18.1% 16.2%
Store operating expenses as a % of
related revenues 35.8% 36.2% 35.£% 36.6%

Cost of sales including occupancy costs as a pergerof total net revenues decreased 160 basitspmid 100 basis points for the thipdartel
and first three quarters of fiscal 20,1#espectively, primarily driven by lower commoddgsts (approximately 80 basis points for bothqms),
mainly coffee. For the third quarter of fiscal 20%dles leverage (approximately 50 basis pointsharily on occupancy costs, also contribu
to the decrease.

Store operating expenses as a percentage of @itedvenues decreased 70 basis points and 60pwmisis for the third quarter and for the first
three quarters of fiscal 2014 , respectively. Stperating expenses as a percentage of compangtegdestore revenues decreased 50 basis

points for the third quarter and 70 basis pointdlie first three quarters of fiscal 2014 . Therdase for the third quarter was primarily driven
by sales leverage. The decrease for the first tueeters of fiscal 2014 was primarily driven bgtnér litigation charges in the first quarter of

the prior year period (approximately 30 basis mianhd a decrease in marketing (approximately 2@ pmints).

Other operating expenses as a percentage of ttatvenues increased 30 basis points for the tjuiadter and decreased 20 basis points for
the first three quarters of fiscal 2014 . Excludihg impact of company-operated store revenuesr afberating expenses increased 80 basis
points for the third quarter and decreased 90 lpasigs for the first three quarters of fiscal 20I#he increase for the third quarter was
primarily driven by increased marketing (approxielats0 basis points). The decrease for the firgtielyuarters was primarily driven by sales
leverage (approximately 40 basis points).

General and administrative expenses as a perceotagel net revenues decreased 20 basis poidt8@iasis points for the third quarter and
for the first three quarters of fiscal 2014 , regpely. The decrease for the third quarter wamprily driven by sales leverage. The decrease
for the first three quarters was primarily dueapging our leadership conference held in the fustrter of the prior year period.

The $20.2 million litigation credit (contributingpproximately 20 basis points for the first thre@aders of fiscal 2014) reflects a reduction to
our estimated prejudgment interest payable assatwith the Kraft arbitration in the first quartrfiscal 2014, as a result of paying our
obligation earlier than anticipated. The $2.8 obiiliitigation charge was accrued in the fourth tgreof fiscal 2013 and fully extinguished in-
first quarter of fiscal 2014.

The combination of these changes resulted in arabivecrease in operating margin of 200 basis tsofar the third quarter and 190 basis
points for the first three quarters of fiscal 2014
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Other Income and Expenses

Quarter Ended Three Quarters Ended

% of Total % of Total
Net Revenues Net Revenues

Operating income $ 768.t $ 615.2 18.£% 16.E% $ 2,226 $ 1,789. 18.1% 16.2 %
Interest income and other, net 19.4 3.t 0.t 0.1 57.C 51.4 0.t 0.t
Interest expense (16.9 (6.3 (0.9 (0.2 (47.9) (19.0 (0.9 (0.2

Earnings before income taxes 771k 612. 18.€ 16.4 2,235.¢ 1,822.: 18.2 16.4
Income taxes 259.( 194.¢ 6.2 5.2 755.4 581.¢ 6.2 5.2

Net earnings including

noncontrolling interests 512.¢ 417.¢ 12.: 11.2 1,480.: 1,240.¢ 12.1 11.2

Net earnings attributable to

noncontrolling interests (0.7 — — — (0.7 0.€ — —

Net earnings attributable to

Starbucks $ 512.¢ $ 417.¢ 12.:% 11.2% $ 1,480.0 $ 1,240 12.1% 11.2%
Effective tax rate including
noncontrolling interests 33.6% 31.£% 33.8% 31.£%

For the third quarter and first three quartersisifdl 2014 , net interest income and other inciet&4® million and $6 million , respectively.
These increases were primarily driven by favorddilevalue adjustments from derivatives used to aganour risk of commodity price
fluctuations (approximately $4 million for the thiguarter and $21 million for the first three qeas)and increased income associated with
unredeemed gift cards (approximately $6 milliontfue third quarter and $9 million for the firstélerquarters), primarily due to growth in the
Starbucks Card program. For the first three qusidéfiscal 2014, an increase in unrealized gamewr trading securities portfolio
(approximately $5 million) and net favorable foneigxchange fluctuations (approximately $5 milliatgo contributed to the overall increas:
such period. The increase for the first three aquarnf fiscal 2014 was partially offset by lappthg gain on the sale of our equity in the joint
venture that operates Starbuéletores in Mexico in the second quarter of the pyear period (approximately $35 million).

Interest expense increased $10 million for thedthjinarter and $29 million for the first three geastof fiscal 2014 respectively, due to intere
on the long-term debt we issued in the first quastdiscal 2014 and the fourth quarter of fiscall3.

The effective tax rate for the quarter ended J@e&014 was 33.6% compared to 31.8% for the saradeyun fiscal 2013 The increase in tt
rate was primarily driven by lapping benefits froafeasing certain tax reserves in the prior yedapgerimarily relatedo expiration of statute

of limitation and the outcome of a federal audheTeffective tax rate for the three quarters eriee 29, 2014 was 33.8% compared to 31.99
for the same period in fiscal 2013 . The increashé rate for the first three quarters of fisdal2 was primarily due to lapping the recognition
of a net tax benefit in the first quarter of fis@8l13 primarily from state income tax expense ddjests for returns filed in prior years and
lapping benefits from releasing certain tax resgivehe third quarter of fiscal 2013.
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Segment Information

Results of operations by segméntmillions):

Americas
Jun 29, Jun 30, Jun 29, Jun 30, Jun 29, Jun 30, Jun 29, Jun 30,
2014 2013 2014 2013 2014 2013 2014 2013
% of Americas % of Americas
Net Revenues Net Revenues
Total net revenues $ 3,057 $ 2,776.! $ 8,939 $ 8,221.
Cost of sales including occupancy
costs 1,130.( 1,051.: 37.(% 37.9% 3,353.¢ 3,143.¢ 37.5% 38.2%
Store operating expenses 1,002. 934.¢ 32.¢ 33.7 2,965.¢ 2,786.¢ 33.2 33.€
Other operating expenses 26.2 23.C 0.¢ 0.8 75.2 74.1 0.8 0.¢
Depreciation and amortization
expenses 119.t 105.2 3.€ 3.8 346.€ 316.2 3.€ 3.8
General and administrative
expenses 51.1 43.C 1.7 1.t 131.¢ 143.¢ 1.t 1.8
Total operating expenses 2,329.: 2,157.: 76.2 77.7 6,873. 6,464« 76.€ 78.€
Income from equity investees — — — — — 2.4 — —
Operating income $ 728t $ 619.: 23.8% 22.% $ 2,066.( $ 1,759. 23.1% 21.4%
Store operating expenses as a % of
related revenues 36.2% 36.8% 36.5% 37.2%
Revenues

Americas total net revenues for the third quartet ge first three quarters of fiscal 2014 increla281 million , or 10% , and $718 milligror
9% , respectively. These increases were primatig/td higher revenues from company-operated stooggributing $235 million and $621
million, respectively) and licensed stores (conttibbg $47 million and $103 million, respectively).

The increase in company-operated store revenudmtbrperiods was driven by an increase in compausibre sales (approximately 6% for
both periods, or $161 million for the third quaréerd approximately $427 million, for the first thrquarters ). Also contributing were
incremental revenues from 316 net new Starbfickenpany-operated store openings over the past h2hsm@approximately $101 million and
$280 million, respectively). Partially offsettinigese increases was unfavorable foreign currendyagge (approximately $16 million and $53
million, respectively), primarily driven by the strgthening of the US dollar against the Canadidiardo

The increases in licensed store revenues were plyrae to increased product sales to and higbgalty revenues from our licensees as a
result of improved comparable store sales and ple@iog of 440 net new licensed stores over the Jgastonths.

Operating Expenses

Cost of sales including occupancy costs as a pegerof total net revenues decreased 90 basisspaialt 70 basis points for the third quarter
and the first three quarters of fiscal 2014 , retipely. These decreases were primarily drivendlgsleverage (approximately 50 basis points
for the third quarter and 40 basis points for ir& three quarters), primarily on occupancy cdstsver commodity costs (approximately 30
basis points for the third quarter and 40 basiatsdbr the first three quarters), mainly coffelspacontributed.

Store operating expenses as a percentage of @tedvenues decreased 90 basis points and 70pwmésis for the third quarter and the first
three quarters of fiscal 2014 , respectively. Stperating expenses as a percentage of compangtegestore revenues decreased 60 basis
points and 70 basis points for the third quartet fan the first three quarters of fiscal 2014 pexively. The decrease for the third quarter wa:s
primarily driven by sales leverage. The decreas¢hifirst three quarters was primarily driventbgher litigation charges in the first quarte
the prior year period (approximately 30 basis miahd a decrease in marketing (approximately 2@ pmints).

General and administrative expenses as a perceotagil net revenues increased 20 basis pointthéothird quarter and decreased 30 basis
points for the first three quarters of fiscal 20I¢he increase for the third quarter was primatifyen by
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higher compensation-related costs (approximatelgaXis points). The decrease for the first thremtgus was primarily due to lapping our
leadership conference held in the first quartahefprior year period (approximately 30 basis mint

The combination of these changes resulted in arabbvecrease in operating margin of 150 basis {sofar the third quarter and 170 basis
points for the first three quarters of fiscal 2014.

EMEA
Quarter Ended Three Quarters Ended
Jun 29, Jun 30, Jun 29, Jun 30,
2014 2013 2014 2013
% of EMEA % of EMEA
Net Revenues Net Revenues

Total net revenues $ 323t $ 287.% $ 973.C $ 866.€
Cost of sales including occupancy
costs 161.2 147.% 49.%% 51.2% 487.¢ 440.¢ 50.1% 50.%
Store operating expenses 91.4 85.¢ 28.: 29.¢ 280.1 259.% 28.¢ 29.¢
Other operating expenses 12.t 9.¢ 3.¢ 3.4 35.¢ 29.C 3.7 3.2
Depreciation and amortization
expenses 15.1 13.7 4.7 4.8 44t 41.€ 4.€ 4.8
General and administrative
expenses 15.C 21.C 4.€ 7.2 47.1 59.C 4.8 6.€
Total operating expenses 295.4 277.¢ 91.: 96.¢ 895.t 829.7 92.C 95.7
Income from equity investees 1.1 — 0.2 — 3.C — 0.2 —

Operating income $ 292 $ 9.2 9.C% 3.2% $ 80t $ 36.¢ 8.2% 4.2%
Store operating expenses as a % of
related revenues 36.2% 37.6% 36.€% 37.(%
Revenues

EMEA total net revenues increased $36 million 18% , for the third quarter of fiscal 2014 and eased $106 million , or 12% , for the first
three quarters of fiscal 2014 . These increases prmarily due to higher revenues from companyrateel stores (contributing $24 million
and $66 million, respectively), primarily due tofmable foreign currency exchange (approximately $illlion and $36 million, respectively),
primarily driven by the weakening of the US dobeyainst the British pound and the Euro, and areas® in comparable store sales
(approximately 3%, or $8 million, for the third qter and approximately 5%, or $32 million, for tfirst three quarters).

Licensed store revenues grew (approximately $1fiomi] or 23% , for the third quarter and $36 roifli, or 26% , for the first three quarters ),
due to increased equipment and product sales thighdr royalty revenues from our licensees, pritpéom the opening of 166 net new
licensed stores over the past 12 months and imgroemparable store sales.

Operating Expenses

Cost of sales including occupancy costs as a p&rgerof total net revenues decreased 150 basitsgoirthe third quarter and 80 basis points
for the first three quarters of fiscal 2014 . Theerkase for the third quarter was primarily dusaies leverage (approximately 80 basis points)
largely driven by the shift to more licensed stdrethe region. Also contributing to the decreasetfie third quarter were favorable foreign
currency fluctuations (approximately 60 basis pgimind lower coffee costs (approximately 50 bagistp). The decrease for the first three
quarters was primarily driven by lower coffee cdsigproximately 60 basis points), sales leveragprimately 50 basis points) and
improved inventory management (approximately 40shasints). The decreases for both periods wertgligroffset by lapping a reduction to
the estimated asset retirement obligations of taredeases in the region in fiscal 2013 (approx@iyas0 basis points for the third quarter and
80 basis points for the first three quarters).

Store operating expenses as a percentage of @itedvenues decreased 160 basis points and 1X0pgmasis for the third quarter and the first
three quarters of fiscal 2014 , respectively. Amecentage of company-operated store revenues, @perating expenses decreased 130 basis
points for the third quarter and 40 basis pointdlie first three quarters of fiscal 2014. The dase for the third quarter was primarily due to
decreased marketing (approximately 90 basis poihts) decrease for the first three quarters wasaily due to sales leverage (approxima
40 basis points).
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Other operating expenses as a percentage of &ttatvenues increased 50 basis points and 40 faisis for the third quarter and the first
three quarters of fiscal 2014 , respectively. Edirlg the impact of company-operated store reverathsy operating expenses increased 60
basis points for the third quarter and was flattifir first three quarters. The increase in thalthurarter was primarily driven by higher
performance-based compensation (approximately 863 lpaints).

General and administrative expenses as a perceotagel net revenues decreased 270 basis paidt2@0 basis points for the third quarter
and the first three quarters of fiscal 2014 , retipely. These decreases were primarily due tosdalerage and reduced support costs, largely
driven by the shift to more licensed stores (appnaxely 250 basis points for the third quarter 488 basis points for the first three quarters o
fiscal 2014).

The combination of these changes resulted in arabbvecrease in operating margin of 580 basis {sofar the third quarter and 400 basis
points for the first three quarters of fiscal 2014

China / Asia Pacific

Quarter Ended Three Quarters Ended

% of CAP % of CAP
Net Revenues Net Revenues

Total net revenues $ 287.¢ $ 233.7 $ 819.6 $ 661.<
Cost of sales including occupancy
costs 137.¢ 112.¢ 47.%% 48.1% 398.( 323.¢ 48.5% 49.(%
Store operating expenses 54.¢ 42.2 19.1 18.1 158.t 121.¢ 19.2 18.4
Other operating expenses 13.2 12.C 4.€ 5.1 34.¢ 33.7 4.2 5.1
Depreciation and amortization
expenses 11.5 8.€ 3.¢ 3.7 33.4 24 .4 4.1 3.7
General and administrative
expenses 16.C 14.C 5.€ 6.C 43.1 37.t 5.2 5.7
Total operating expenses 233.1 189.: 81.1 81.C 667.¢ 541.¢ 81.t 81.¢
Income from equity investees 46.2 40.2 16.1 17.2 116.¢ 105.: 14.2 15.¢

Operating income $ 100.¢ $ 84.7 35.(% 36.2% $ 268.¢ $ 225.% 32.8% 34.1%
Store operating expenses as a % of
related revenues 25.2% 24.6% 25.5% 25.5%
Revenues

China/Asia Pacific total net revenues for the thjudrter and the first three quarters of fiscal®fbtreased $54 million , or 23% , and $158
million , or 24% , respectively, primarily due tacreased revenues from company-operated storesifedimg $45 million for the third quarter
and $143 million for the first three quarters). Thereases in company-operated store revenuespsienarily driven by the opening of 238 net
new company-operated stores over the past 12 m(agpsoximately $38 million for the third quarterca$115 million for the first three
quarters) and an increase in comparable store (@gpsoximately 7% for both periods, or $12 millifam the third quarter and $35 million for
the first three quarters).

Operating Expenses

Cost of sales including occupancy costs as a pegerof total net revenues decreased 20 basissgfointhe third quarter of fiscal 2014 and 50
basis points for the first three quarters of fis2@l4. The decrease for the third quarter was piiyndue to company-operated store revenue
growth outpacing licensed store revenue growthr@pmately 20 basis points). The decrease for itise three quarters was primarily due to
sales leverage (approximately 30 basis points).

Store operating expenses as a percentage of &itedvenues increased 100 basis points for the tjuiarter and 90 basis points for the first
three quarters of fiscal 2014 . As a percentagmpfpany-operated store revenues, store operatpensgs increased 70 basis points for the
third quarter, primarily driven by higher costs@dated with supporting store growth (approximaglybasis points), such as salaries and
benefits. Store operating expenses as a perceotagenpany-operated store revenues were flat fofitht three quarters.

Other operating expenses as a percentage of &ttadévenues decreased 50 basis points for theghader of fiscal 2014 and 90 basis points
for the first three quarters of fiscal 2014. Exéhgdthe impact of company-operated store reverntbsy
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operating expenses decreased 60 basis pointsefohitid quarter and 90 basis points for the finsé¢ quarters, primarily due to sales leverage
and cost management.

Income from equity investees increased $6 millionthe third quarter of fiscal 2014 and $12 milli@n the first three quarters of fiscal 2014,
driven by higher income from our joint venture a@mns, mainly in South Korea and China. Highebme from our Japan joint venture also
contributed to the third quarter increase. Thedase for the first three quarters was partiallgatfby unfavorable foreign currency fluctuations
due to the weakening of the Yen against the USaddllhese fluctuations, paired with the accelergtesvth in segment revenues resulting
from the shift in the composition of the store jfaid to more company-operated stores, resultéddome from equity investees declining as &
percentage of total net revenues.

The changes in the above items resulted in an bweErerease in operating margin of 120 basis pdintshe third quarter and 130 basis points
for the first three quarters of 2014.

Channel Development

Quarter Ended Three Quarters Ended

% of Channel % of Channel

Development Development

Net Revenues Net Revenues
Total net revenues $ 375.: % 331.( $ 1,146.¢ $ 1,043
Cost of sales 208.: 213.1 55.5% 64.2% 667.5 660.¢ 58.2% 63.5%
Other operating expenses 48.2 39.C 12.¢€ 11.¢ 142.¢ 140.5 12.t 13.t
Depreciation and amortization
expenses 0.4 0.2 0.1 0.1 1.2 0.¢ 0.1 0.1
General and administrative
expenses 4.t OES 1.2 1.7 13.€ 16.€ 1.2 1.€
Total operating expenses 261.t 257.¢ 69.7 77.¢ 825.¢ 819.1 72.C 78.5
Income from equity investees 25.5 23.1 6.8 7.C 64.1 62.7 5.€ 6.C

Operating income $ 139.2 % 96.: 37.1% 29.1% $ 385.f $ 287.1 33.€% 27.5%

Revenues

Total Channel Development net revenues for thel thirarter and the first three quarters of fiscdlf2Mcreased $44 million , or 13% , and
$103 million , or 10% , respectively, primarily @en by increased sales of premium single serveyatsdapproximately $26 million for the
third quarter and $74 million for the first threeagters). Contributing to increased revenues irthird quarter was an increase in US package
coffee sales (approximately $16 million) drivenibgreased sales volumes compared to the priorperasd. Increased foodservice revenues
(approximately $5 million for the third quarter afti8 million for the first three quarters) drivey increased sales volumes, also contributed.

Operating Expenses

Cost of sales as a percentage of total net revategreased 890 basis points for the third quan@bd.0 basis points for the first three quarters
of fiscal 2014 . The decrease was primarily dribgower coffee costs (approximately 540 basis ysdior the third quarter and 460 basis
points for the first three quarters). Also conttihg to the decrease in the third quarter was imgtldnventory management compared to the
prior year period (approximately 170 basis points).

Other operating expenses as a percentage of &ttadvenues increased 110 basis points for the thiarter and decreased 100 basis points fc
the first three quarters of fiscal 2014 . The iase=for the third quarter was primarily driven bgreased marketing (approximately 70 basis
points), largely due to the timing of product labes. The decrease for the first three quartergwasrily driven by sales leverage.

Income from equity investees increased $2 millianthe third quarter and $1 million for the firbtée quarters of fiscal 2014. The increase fo
both periods was driven by higher income from oartN American Coffee Partnership joint venturematily due to strong sales of bottled
Frappuccind@ . The growth in segment revenues resulted in dat j@nture income declining as a percentage of todt revenues.

The combination of these changes resulted in arabivecrease in operating margin of 800 basis tsofar the third quarter and 610 basis
points for the first three quarters of fiscal 2014
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All Other Segment:

Quarter Ended Three Quarters Ended
Jun 29,
2014
Total net revenues $ 109.¢ $ 106.¢ 25% $ 388.1 $ 285.¢ 36.C %
Cost of sales 65.¢ 66.5 0.9 217.2 172.t 25.¢
Store operating expenses 27.C 21.: 31.C 81.€ 44.4 83.¢
Other operating expenses 20.t 15.2 34.¢€ 58.1 53.t 8.C
Depreciation and amortization expenses SAS 3.€ 8.3 11.c 7.9 43.C
General and administrative expenses 10.2 9.7 6.2 32.¢ 24.¢ 327
Total operating expenses 128.t 116.5 10.5 401.1 303.4 32.2
Operating income/(loss) $ (18.9) $ 9.9 101.1% $ (13.0 $ (18.0 (27.9%

All Other Segments includes Teavana, Seattle's Beffee, Evolution Fresh, and Digital Ventures.

Total net revenues for All Other Segments incre&serhillion for the third quarter of fiscal 2014ca8103 million for the first three quarters of
fiscal 2014. The increase for the third quarter was primatiiyen by increased sales in our emerging busisedse increase for the first thi
quarters was primarily driven by having an add#ibquarter of Teavana revenues in fiscal 2014 avdma was acquired at the beginning of
the second quarter of fiscal 2013 (approximatel® @llion).

Total operating expenses increased $12 millioriHferthird quarter and $98 million for the firsteélrquarters of fiscal 2014 . The increase for
the third quarter was driven by investments to supgrowth in our emerging businesses. The incréasihe first three quarters was primarily
due to having an additional quarter of Teavana es@ein fiscal 2014 as Teavana was acquired &ethi@ning of the second quarter of fiscal
2013.
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Quarterly Store Data

Our store data for the periods presented is asvisli

Net stores opened/(closed) during the period
Quarter Ended

Three OEYCS Ended

Stores open as of

Americas
Company-operated stores 69 62 15E 112 8,23t 7,91«
Licensed stores 80 96 264 22¢ 5,67¢ 5,23¢
Total Americas 14¢ 15¢ 41¢ 34C 13,91 13,15!
EMEA @
Company-operated stores 3 1 1 (23 83¢ 844
Licensed stores 40 42 132 95 1,26: 1,097
Total EMEA 37 43 13¢ 72 2,10z 1,941
China / Asia Pacific
Company-operated stores 45 48 15¢ 161 1,06t 827
Licensed stores 11¢ 71 384 23C 3,36( 2,85¢
Total China / Asia Pacific 16C 11¢ 548 391 4,42°¢ 3,68¢
All Other Segment®
Company-operated stores 10 27 21 33€ 37¢ 35C
Licensed stores (12 (6) (20 4 46 8C
Total All Other Segments 2 21 1 34C 424 43C
Total Company 344 341 1,09¢ 1,14z 20,86: 19,20¢

WEMEA store data has been adjusted for the tramdfeertain company-operated stores to license@stiorthe second quarter of fiscal 2014.
@ Net new stores for the three quarters ended Jun203@ includes 337 Teavana stores acquired isgbend quarter of fiscal 2013.

Financial Condition, Liquidity and Capital Resources

Investment Overview

Starbucks cash and investments totaled $2.0 bilrah$3.3 billion as of June 29, 2014 and Septe2®eP013 , respectively. As discussed
below, in the first quarter of fiscal 2014 we p&®Ri8 billion for the Kraft arbitration matter thats accrued in the fourth quarter of fiscal 2013
We actively manage our cash and investments irr ¢odaternally fund operating needs, make schatlinterest and principal payments on
borrowings, and return cash to shareholders thr@egimon stock cash dividend payments and shareategges. Our investment portfolio
primarily includes highly liquid available-for-sasecurities, including government treasury se@sitforeign and domestic), corporate bonds,
mortgage and asset-backed securities, state aaldjogernment obligations, certificates of depasitl agency obligations. As of June 29,
2014 , approximately $1.3 billion of our cash andeistments were held in foreign subsidiaries.

Borrowing Capacity

In December 2013 , we issued $400 million of 3-y&875% Senior Notes ("the 2014 3-year notes")Deeember 2016 , and $350 million of
5-year 2.000% Senior Notes ("the 2014 5-year npthsg December 2018 , in an underwritten registprdaic offering, to fund a portion of
the payment required by the arbitration award enKhaft litigation matter. The remaining net prodsevill be used for general corporate
purposes, which may include business expansiomeatyof cash dividends on our common stock, thardyase of common stock under our
ongoing share repurchase program, or financingss$iple acquisitions. Interest on the notes is pleysemi-annually on June 5 and Decembe
5 of each year, commencing on June 5, 2014. Sex &y@ebt, to the condensed consolidated finasté@éments included in Item 1 of Part
this 10-Q for details of the components of our lbegn debt.
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The indentures under which all of our Senior Netese issued require us to maintain compliance wgtttain covenants, including limits on
future liens and sale and leaseback transactiogmain material properties. As of June 29, 2044 were in compliance with all applicable
covenants.

Our $750 million unsecured, revolving credit fagilwith various banks, of which $150 million may beed for issuances of letters of credit, is
available for working capital, capital expendituegsl other corporate purposes, including acquisitemd share repurchases, and is currently
set to mature on February 5, 2018. Starbucks leasption, subject to negotiation and agreement thighrelated banks, to increase the
maximum commitment amount by an additional $750ionl Borrowings under the credit facility will beaterest at a variable rate based on
LIBOR, and, for US dollar-denominated loans undetain circumstances, a Base Rate (as definecinrddit facility), in each case plus an
applicable margin. The applicable margin is basethe better of (i) the Company's long-term credalitngs assigned by Moody's and Standarc
& Poor's rating agencies, and (ii) the Companysdicharge coverage ratio, pursuant to a pricirdyggt forth in the credit facility. The current
applicable margin is 0.795% for Eurocurrency Ratars and 0.00%r Base Rate Loans. The credit facility contaimsvjsions requiring us t
maintain compliance with certain covenants, inatgdh minimum fixed charge coverage ratio, which soe@s our ability to cover financing
expenses. As of June 29, 2014 , we were in congdiarnth all applicable covenants. No amounts weitstanding under our credit facility as
of June 29, 2014 .

Under our commercial paper program, as approveaubyBoard of Directors, we may issue unsecured ceroia paper notes up to a
maximum aggregate amount outstanding at any tingd difillion , with individual maturities that mayary but not exceed 397 days from the
date of issue. Amounts outstanding under the comialgraper program are to be backstopped by avaitzdmmitments under our credit
facility. Currently, we may issue up to $727 mitliander our commercial paper program (the $750anitommitted credit facility amount,
less $23 million in outstanding letters of credithe proceeds from borrowings under our commepagakr program may be used for working
capital needs, capital expenditures and other catp@urposes, including acquisitions and shareroases. In the first quarter of fiscal 2014
we issued and subsequently repaid commercial gapeswings of $225 million to fund a portion of tB2.8 billion payment for the Kraft
arbitration matter. We had no borrowings underammmercial paper program during the third quartdisoal 2014 .

Use of Cash

In the first quarter of fiscal 2014, Starbucks palicamounts due to Kraft under the arbitratior)uing prejudgment interest and attorneys'
fees, and fully extinguished the litigation chaligéility. Of the $2,784.1 million litigation chaegaccrued in the fourth quarter of fiscal 2013,
$2,763.9 million was paid and the remainder wasasgd as a litigation credit to reflect a reductmour estimated prejudgment interest
payable as a result of paying our obligation eatlian anticipated.

We expect to use additional available cash and-$bon investments, including additional potentiglire borrowings under the credit facility
and commercial paper program, to invest in our baignesses, including new product innovationsratated marketing support, as well as
other new business opportunities related to oug bosinesses. We believe that future cash flowsrgéed from operations and existing cash
and short-term investments both domestically atetiationally will be sufficient to finance capit@quirements for our core businesses in
those respective markets as well as shareholdeibdisons for the foreseeable future.

We consider the majority of undistributed earningsur foreign subsidiaries and equity investeesfakine 29, 2014 to be indefinitely
reinvested and, accordingly, no US income and dorgiithholding taxes have been provided on suchiegs. We have not, nor do we
anticipate the need to, repatriate funds to thedktisfy domestic liquidity needs; however, ia #vent that we need to repatriate all or a
portion of our foreign cash to the US we would bbjsct to additional US income taxes, which couddimterial. We do not believe it is
practical to calculate the potential tax impactagatriation, as there is a significant amountrafartainty around the calculation, including the
availability and amount of foreign tax creditsla time of repatriation, tax rates in effect, atiteo indirect tax consequences associated with
repatriation.

We may use our available cash resources to mak®gimnate 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 n
include increasing our ownership interests in @uity method and cost method investees. Any deatssio increase such ownership interests
will be driven by valuation and fit with our ownéip strategy. Significant new joint ventures, asiiions and/or other new business
opportunities may require additional outside fuigdin

Other than normal operating expenses, cash regeisnfor the remainder of fiscal 2014 are expetdambnsist primarily of capital
expenditures for remodeling and refurbishment fl @quipment upgrades for, existing company-opérstigres; new company-operated
stores; systems and technology investments inttliessand in the support infrastructure; and apiti investments in manufacturing capacity.
Total capital expenditures for fiscal 2014 are etpé to be approximately $1.2 billion .

During the third quarter of fiscal 2014 , our BoafdDirectors declared a quarterly cash dividendHareholders of $0.26 per share to be paid
on August 22, 2014 to shareholders of record dlseo€lose of business on August 7, 2014 . We réyased
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8.2 million shares of common stock ( $595.2 milljosturing the first three quarters of fiscal 20h#ler share repurchase authorizations. The
number of remaining shares authorized for repuclhasof June 29, 2014 totaled 18.1 million .

Cash Flows

Cash used by operating activities was $133.4 millay the first three quarters of fiscal 20ldompared to cash provided by operating activ
of $2.0 billion for the same period in fiscal 201Bhe decrease was driven by the first quarter gayrof $2.8 billion for the Kraft arbitration
matter discussed above. This was patrtially offgetdsh provided by operating activities of $2.6idmil resulting from increased earnings and
improvements in working capital accounts.

Cash used by investing activities for the firsethquarters of fiscal 2014 totaled $1.1 billiowmpared to $998.4 milliofor the same period
fiscal 2013 . The change was primarily due to iasesl investments in lortgrm securities during the first three quarterisufal 2014, partiall
offset by the use of cash to acquire Teavana is¢send quarter of fiscal 2013.

Cash used by financing activities for the firsethiquarters of fiscal 2014 totaled $295.7 milli@ompared to $783.8 million for the same
period in fiscal 2013 . The change was primarilg duthe proceeds from the issuance of long-teroh idethe first quarter of fiscal 2014,
partially offset by a decrease in the excess taetitefrom the exercise of stock options as a tesfulewer option exercises during the period.
An increase in cash returned to shareholders thrbigher dividend payments also contributed.

Contractual Obligations

In Management's Discussion and Analysis of Findn€@ndition and Results of Operations includedhia 10-K, we disclosed that we had
$10.0 billion in total contractual obligations d@sSeptember 29, 2013. Other than the items disdusslw, there have been no material
changes to this total obligation during the peosered by this 10-Q outside of the ordinary cowfseur business.

In the first quarter of fiscal 2014, we issued $n%ibion of debt, as described in Note 6 to thed®msed consolidated financial statements
included in Item 1 of Part | of this 10-Q. In adadlit, the $2.8 billion that was accrued for the Kexbitration matter as of September 29, 2013
was removed from total contractual obligationsthés obligation was fully extinguished in the figtarter of fiscal 2014.

Off-Balance Sheet Arrangements

There has been no material change in our off-balsheet arrangements discussed in Management’sd3isa and Analysis of Financial
Condition and Results of Operations included inkfeK.

Commodity Prices, Availability and General Risk Corditions

Commaodity price risk represents our primary marlsl, generated by our purchases of green coffdadairy products, among other items.
purchase, roast and sell high quality whole erabicacoffee and related products and risk arises fragrptiice volatility of green coffee. In
addition to coffee, we also purchase significanbants of dairy products to support the needs ofcounpany-operated stores. The price and
availability of these commodities directly impactr@esults of operations and we expect commoditepr particularly coffee, to impact future
results of operations. For additional details seml@ct Supply in Iltem 1 of the 10-K, as well askRsctors in Iltem 1A of the 10-K.

Seasonality and Quarterly Results

Our business is subject to seasonal fluctuatiowdyding fluctuations resulting from the holidayasen in December. Excluding the impact of
our $2.8 billion cash payment in the first quadéfiscal 2014 related to the Kraft arbitration teat our cash flows from operations are
considerably higher in the first fiscal quarterrthhe remainder of the year. This is largely dribgrcash loaded onto Starbucks Cards during
the holiday season. Since revenues from the StisbDard are recognized upon redemption and not \wherhased, seasonal fluctuations on
the consolidated statements of earnings are mgshpi®nounced. Quarterly results are affected dyithing of the opening of new stores and
the closing of existing stores. For these reas@assilts for any quarter are not necessarily intieaif the results that may be achieved for the
full fiscal year.

RECENT ACCOUNTING PRONOUNCEMENTS
See Note 1 to the condensed consolidated finasi@tments included in Item 1 of Part | of thisQ.0-

ltem 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.
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Item 4. Controls and Procedure

We maintain disclosure controls and proceduresatetiesigned to ensure that material informagéguired to be disclosed in our periodic
reports filed or submitted under the Securitiestaxge Act of 1934, as amended (the “Exchange Aistifgcorded, processed, summarized
reported within the time periods specified in tHeCS rules and forms. Our disclosure controls amat@dures are also designed to ensure tha
information required to be disclosed in the repantsfile or submit under the Exchange Act is acclateal and communicated to our
management, including our principal executive @ffiand principal financial officer as appropriateallow timely decisions regarding requil
disclosure.

During the third quarter of fiscal 2014 , we cadriut an evaluation, under the supervision and thighparticipation of our management,
including our chief executive officer and our chiiefancial officer, of the effectiveness of the id@sand operation of the disclosure controls
and procedures, as defined in Rules 13a-15(e) 5dd %(e) under the Exchange Act. Based upon treduation, our chief executive officer
and chief financial officer concluded that our diistire controls and procedures were effectivef #iseoend of the period covered by this re|
(June 29, 2014 ).

There were no changes in our internal control éwancial reporting (as defined in Rules 13a-15¢fy 15d-15(f) of the Exchange Act) during
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 tlaelanes-Oxley Act of 2002 are filed as exhibitsl3nd 31.2 to this 10-Q.
PART Il — OTHER INFORMATION

Item 1. Legal Proceeding:

See Note 10 to the condensed consolidated finasteitdments included in Item 1 of Part | of thisQ®@or information regarding certain legal
proceedings in which we are involved.

Iltem 1A. Risk Factors

There have been no material changes to the ris&rfapreviously disclosed in the 10-K.

Item 2. Unregistered Sales of Equity Securities and UsdPobceeds
Information regarding repurchases of our commoaokstiuring the quarter ended June 29, 2014 :

Total Number Maximum
of Shares Number of
Purchased as Shares that May
Total Average Part of Publicly Yet Be
Number of Price Announced Purchased
SHEUES Paid per Plans or Under the Plans
Purchased Share Programs or Programs @
Period®
March 31, 2014 — April 27, 2014 1,926,431 $ 70.8i 1,926,43 20,364,91
April 28, 2014 — May 25, 2014 2,149,64 70.3¢ 2,149,64 18,215,26
May 26, 2014 — June 29, 2014 83,20( 74.9¢ 83,20( 18,132,06
Total 4,159,27 $ 70.6¢ 4,159,27

@ Monthly information is presented by reference tofiscal months during the third quarter of fiseal14.

@ The share repurchase program is conducted undesrizgtions made from time to time by our Boardafctors. On November 15,
2012 , we publicly announced the authorizationpfaian additional 25 million shares. This authatin has no expiration date.
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Item 6. Exhibits

Incorporated by Reference

Exhibit Date of Exhibit Filed
No. Exhibit Description Form File No. Filing Number Herewith
3.1 Restated Articles of Incorporation of Starbucksooation 10-Q 0-20322  5/12/2006 3.1
3.2 Amended and Restated Bylaws of Starbucks Corpaoréfie ) i

amended and restated through November 13, 2012) 10-K 0-20322  11/16/2012 32
31.1 Certification of Principal Executive Officer Pursudo Rule
13a-14(a) of the Securities Exchange Act of 193 A8lopted — — — — X
Pursuant to Section 302 of the Sarbanes-Oxley A2002
31.2 Certification of Principal Financial Officer Pursudo Rule
13a-14(a) of the Securities Exchange Act of 193 A8opted — — — — X
Pursuant to Section 302 of the Sarbanes-Oxley 2002
32* Certifications of Principal Executive Officer andriipal
Financial Officer Pursuant to 18 U.S.C. Section,3%s - - . - -
Adopted Pursuant to Section 906 of the SarbanesyOitt of
2002
101 The following financial statements from the Comgary0-Q
for the fiscal quarter ended June 29, 2014, foredati XBRL:
(i) Condensed Consolidated Statements of Earn{iigs,
Condensed Consolidated Statements of Compreheinsiome, — — — — X

(iif) Condensed Consolidated Balance Sheets, (ondensed
Consolidated Statements of Cash Flows and (v) Notes
Condensed Consolidated Financial Statements

* Furnished herewith.
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SIGNATURES

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

July 29, 2014

STARBUCKS CORPORATION

By: /s/ Scott Maw
Scott Maw

executive vice president and chief financial
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(a) OF THE SBRITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANEBCLEY ACT OF 2002

I, Howard Schultz, certify that:

1.
2.

| have reviewed this Quarterly Report on Fo@v for the fiscal quarter ended June 29, 26fl8tarbucks Corporatic

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems 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, amdtife periods presented in this report;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined 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 proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Designed such internal control over finanoggdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntlis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; 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 theitacmmmittee of the registrastboard of directors (or persons performing theweden!

functions):

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

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

Date: July 29, 2014

/sl Howard Schultz

Howard Schultz
chairman, president and chief executive officer




Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13a-14(a) OF THE SBRITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANEBCLEY ACT OF 2002

I, Scott Maw, certify that:

1.
2.

| have reviewed this Quarterly Report on Fo@v for the fiscal quarter ended June 29, 26fl8tarbucks Corporatic

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary tc
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems 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, amdtife periods presented in this report;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined 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 proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Designed such internal control over finanoggdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntlis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; 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 theitacmmmittee of the registrastboard of directors (or persons performing theweden!

functions):

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

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

Date: July 29, 2014

/sl Scott Maw

Scott Maw
executive vice president and chief financial office




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

In connection with the Quarterly Report of Startai€lorporation (“Starbucks”) on Form 10-Q for thecéil quarter ended June 29, 2014 , as
filed with the Securities and Exchange Commissiodualy 29, 2014 (the “Report”), Howard Schultz, ichian, president and chief executive
officer, and Scott Maw, executive vice presiderd ahief financial officer of Starbucks, each herebytifies, pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that, to his krealgk:

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

(2) the information contained in the Report faplgsents, in all material respects, the finaraaldition and results of operations of
Starbucks.
July 29, 2014

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

July 29, 2014

/sl Scott Maw
Scott Maw
executive vice president and chief financial office




