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4} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the fiscal year ended September 30, 20(
or
a TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 0-20322

Starbucks Corporation

(Exact Name of Registrant as Specified in its Glrart

Washington 91-1325671
(State or Other Jurisdiction of Incorporation or @anization) (I.R.S. Employer Identification Numb
2401 Utah Avenue South, Seattle, Washingtc 98134
(Address of Principal Executive Office (Zip Code)

Registrant’s Telephone Number, including Area Code(206) 447-1575
Securities Registered Pursuant to Section 12(b) tie Act: None

Securities Registered Pursuant to Section 12(g) tife Act:
Common Stock, $0.001 Par Value Per Share

Indicate by check mark whether the Registr@dnthas filed all reports required to be filed ®gction 13 or 15(d) of the Securities
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CAUTIONARY STATEMENT PURSUANT TO THE PRIVATE
SECURITIES LITIGATION REFORM ACT OF 1995

Certain statements set forth in or incorporatedréierence into this Annual Report on Form 10-KJuding anticipated store and market
openings, planned capital expenditures and trends iexpectations regarding the Company’s operajaonstitute “forward-looking
statements” within the meaning of the Private Skiagr Litigation Reform Act of 1995. Such statermeme based on currently available
operating, financial and competitive informationdaare subject to various risks and uncertaintiestual future results and trends may differ
materially depending on a variety of factors, irdihg, but not limited to, coffee and other raw mii@ils prices and availability, successful
execution of internal performance and expansiomglahe effect of slowing United States and intéonal economies, the economic
ramifications of the September 11, 2001 terroritheks and the governmental response theretontipadt of competition, the effect of legal
proceedings and other risks detailed her:

PART |
Item 1. Business

General.Starbucks Corporation (together with its subsidisri'Starbucks” or the “Company”) purchases andtsohigh-quality whole
bean coffees and sells them, along with fresh;bigtlwed coffees, Italian-style espresso beveramdd blended beverages, a variety of
pastries and confections, coffee-related accessarid equipment, a selection of premium teas dimeé @f compact discs primarily through
Company-operated retail stores. In addition tosstiieough its Compangperated retail stores, Starbucks sells coffee@mgroducts throuc
other channels of distribution including the Busimdlliances business unit and other specialtyaimers (collectively, “Specialty
Operations”). Starbucks, through its joint ventpegtnerships, also produces and sells bottled Eappo® coffee drink and a line of
premium ice creams. The Company’s objective isstatdish Starbucks as the most recognized andatspbrand in the world. To achieve
this goal, the Company plans to continue to rapédyand its retail operations, grow its Specialpe@tions and selectively pursue other
opportunities to leverage the Starbucks brand tiirdhe introduction of new products and the devalept of new distribution channels.

Company-Operated Retail Stordhie Company’s retail goal is to become the leadatgiler and brand of coffee in each of its target
markets by selling the finest quality coffee anldtexd products and by providing superior custoreevise, thereby building a high degree of
customer loyalty. Starbucks strategy for expandmgetail business is to increase its market shraexisting markets and to open stores in
new markets where the opportunity exists to becttradeading specialty coffee retailer. In suppéthés strategy, the Company opened
647 new stores during the fiscal year ended SepeBl 2001 (“fiscal 2001"). At fiscal year endaftucks had 2,971 Company-operated
stores in 38 states, the District of Columbia dwd €anadian provinces (which comprise the Compapsrated North American retail
operations), as well as 252 stores in the Unitadgom, 25 stores in Thailand and 18 stores in Aliattwhich comprise the Company-
operated international retail operations). Compapgrated retail stores accounted for approximaé®p of net revenues during fiscal 2001.

Starbucks retail stores are typically locatedigh-traffic, high-visibility locations. Becaaghe Company can vary the size and format of
its stores, they are located in a variety of sg#jincluding downtown and suburban retail centffg;e buildings and university campuses.
While the Company selectively locates stores irugodn malls, it focuses on stores that have coewtigiccess for pedestrians and drivers.

All Starbucks stores offer a choice of regalad decaffeinated coffee beverages, includirigest one “coffee of the day,” a broad
selection of Italian-style espresso beverages, lheldded beverages, a selection of teas and digsghcpackaged roasted whole bean coffees.
Starbucks stores also offer a selection of fresttrigs and other food items, sodas, juices, cafie&ing equipment and accessories and a
selection of compact discs. Each Starbucks staiessas product mix depending upon the size ofstioee and its location. Larger stores ¢
a broad selection of the Company’s whole bean esffe various sizes and types of packaging, asasedin assortment of coffee and
espresso-making equipment and accessories sudffes c
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grinders, coffee makers, espresso machines, cfitirs, storage containers, travel tumblers andign®maller Starbucks stores and kiosks
typically sell a full line of coffee beverages, am limited selection of whole bean coffees andva &ccessories such as travel tumblers and
logo mugs. Approximately 700 Starbucks stores carsglection of “grab and go” sandwiches and saladeng fiscal 2001, the Company’s
retail sales mix by product type was approxima#@9o handcrafted beverages, 14% food items, 7% wiede coffees, and 4% coffee-
making equipment and accessories.

Specialty OperationsStarbucks Specialty Operations strive to develepStarbucks brand outside the Company-operateitl stetee
environment through a number of channels. Starbsttk$egy is to reach customers where they waoaketr shop and dine by establishing
relationships with prominent third parties who gh8tarbucks values and commitment to quality. Thelsgionships take various forms,
including arrangements with foodservice companiesratail store licensing agreements for North Aoaar locations (which together
comprise the Business Alliances business unitgegsochannel licensing agreements, warehouse cleduats, international retail store
licensing agreements, direct-to-consumer markatroblg, joint ventures and other initiatives relaethe Company’s core businesses. In
certain licensing situations, the licensee is atjgenture in which Starbucks has an equity ownpristterest. During fiscal 2001, specialty
revenues (which include royalties and fees fromrgees as well as product sales) accounted fooxipmately 16% of the Company’s net
revenues.

Foodservice AccountsThe Company sells whole bean and ground coffeeffite coffee distributors, institutional foodsergicompanie
that service business, industry, education andheak accounts, and to hotels, airlines, retadacsrestaurants. As of September 30, 2001,
the Company had approximately 5,500 foodservicewatts, and revenues from these accounts compnmedxdmately 31% of specialty
revenues in fiscal 2001.

North American Retail Store LicensingAlthough the Company does not generally relinquiglrational control of its retail stores in
North America, in situations in which a master as®gionaire or another company controls or can geownproved access to desirable re
space, the Company licenses its operations. Asopéinese arrangements, Starbucks receives liderseand royalties and sells coffee and
related products for resale in the licensed locatiEmployees working in the licensed locationstrfallow Starbucks detailed store-
operating procedures and attend training classgitasito those given to Starbucks store manageteamloyees. As of September 30, 2001,
the Company had 809 licensed stores in contind&teth America, and revenues from these stores ateddor approximately 15% of
specialty revenues in fiscal 2001.

Grocery Channel LicensingStarbucks has a long-term licensing agreementkuidit Foods, Inc. (“Kraft”) to market and distriteut
Starbucks whole bean and ground coffees in theegyazhannel in the United States. Pursuant toagetement, Kraft manages all
distribution, marketing, advertising and promotidoisStarbucks whole bean and ground coffee ingmpand mass merchandise stores. By
the end of fiscal 2001, the Company’s whole beahgound coffees were available throughout the édh&tates in approximately 18,000
supermarkets, and revenues from the grocery chaagelinted for approximately 14% of specialty rexanin fiscal 2001.

Warehouse Club Accountd’he Company sells whole bean and ground coffea@tehouse club chains. As part of its agreemerht wit
Starbucks to market and distribute to the grocéaneael, Kraft also distributes Starbucks produztwarehouse club stores. Revenues from
warehouse club accounts accounted for approxima&®y of specialty revenues in fiscal 2001.

International Retail Store LicensingStarbucks retail stores located outside of NortheAioa, the United Kingdom, Thailand and
Australia are operated through a number of joimtwee and licensing arrangements with promineriilests. During fiscal 2001, the Compe
expanded its international presence by openingn282international licensed stores, including tigt f§tores in Bahrain, Saudi Arabia,
Switzerland and Israel. At fiscal year end, the @any had a total of 634 licensed internationalegpmncluding 289 stores in Japan, 74 in
Taiwan, 62 in China, 33 in the Philippines, 30 ingapore, 26 in Hawaii, 26 in New Zealand, 24 imtBdorea, 21 in Malaysia, 12 in the
United Arab Emirates, 11 in Saudi Arabia, nine mmkait, six in Switzerland, five in Lebanon, threeQatar, two in Bahrain and one in Isrz
Product
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sales to and royalty and license fee revenues limemsed international retail stores accountedafiproximately 13% of specialty revenues in
fiscal 2001.

Direct-to-Consumer MarketingThe Company makes fresh Starbucks coffee and coftaged products conveniently available via mail
order and on-line. Starbucks publishes and digega mail order catalog and a catalog of busigiissthat offer coffees, certain food items
and select coffee-making equipment and accessanesthe Company maintains a web site at www.stéadhaom with an on-line store that
allows customers to purchase coffee, gifts andratbms via the Internet. Management believes tth@Company’s direct-to-consumer
operations support its retail store expansion e markets and reinforce brand recognition intexgsmarkets. Starbucks direct-to-
consumer channel accounted for approximately 5%petialty revenues in fiscal 2001.

Other Initiatives. The Company has several other initiatives reladetstcore businesses that are intended to enlihacaistomers’
experience at Starbucks retail stores. For exartipdeCompany is currently in the process of impletimg wireless internet access in its retail
stores and has marketed a selection of premiumprtzhicts since the acquisition of Tazo, L.L.C. 899. Collectively, these initiatives
accounted for approximately 7% of specialty revenuadiscal 2001.

Joint Ventures.The Company has two non-retail domestic 50-50 je@mttures. The North American Coffee Partnershjpird venture
with the Pepsi-Cola Company, a division of Pepsi@o,, develops and distributes ready-to-drink eefbased products. By the end of fiscal
2001, the joint venture was distributing bottleduccino coffee drink to approximately 200,000esoparkets, convenience and drug stores
and other locations throughout the United States@anada. The Company has a joint venture with &tsysrand Ice Cream, Inc. to deve
and distribute Starbucks premium coffee ice cre@yshe end of fiscal 2001, the joint venture wastributing a variety of ice cream and
novelty products to over 20,000 supermarkets thmougthe United States. Starbucks sells roastdeeaind coffee extract to these joint
ventures, and revenues from these joint venturesuated for approximately 2% of specialty reveninegscal 2001. (See Note 7 to the
Company’s consolidated financial statements, “Jdentures,” incorporated by reference to the ComijzaP001 Annual Report to
Shareholders in Item 8 of this Form 10-K.)

Product SupplyStarbucks is committed to selling only the finesiole bean coffees and coffee beverages. To ensuarplience with its
rigorous coffee standards, Starbucks controlsotfee purchasing, roasting and packaging, and italzlition of coffee to its retail stores.
The Company purchases green coffee beans for ity tlands and single origin coffees from coffeedorting regions around the world and
custom roasts them to its exacting standards.

The supply and price of coffee are subjecigaificant volatility. Although most coffee traslen the commodity market, coffee of the
quality sought by the Company tends to trade oegotiated basis at a substantial premium above aafityncoffee prices, depending upon
the supply and demand at the time of purchase.l$app price can be affected by multiple factorgh@ producing countries, including
weather, political and economic conditions. In &ddi green coffee prices have been affected irp#st, and may be affected in the future
the actions of certain organizations and associgtibat have historically attempted to influendegs of green coffee through agreements
establishing export quotas or restricting coffegpdies worldwide.

The Company depends upon its relationshipis aitside trading companies and exporters fasutply of green coffee. Because world
coffee prices reached 30-year lows during fisc@12@he Company is negotiating contracts with ufggdiers at levels equal to prior years in
order to encourage the continuing supply of higaligg coffee in the future, and has been successfsibcuring long-term contracts on this
basis. The Company routinely enters into fixed@parchase commitments for future deliveries ofemfAs of September 30, 2001, the
Company had approximately $284 million in fixedeggripurchase commitments which, together with exgstiventory, are expected to
provide an adequate supply of green coffee for 2062 Company believes, based on relationshipslediad with its suppliers in the past,
that the risk of non-delivery on such purchase ciiments is low. There can be no assurance tha¢ thetdvities will successfully protect the
Company against the risks of higher coffee pricgethat such activities will not result
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in the Company having to pay substantially moreticoffee supply than it would have been requieday absent such activities.

In addition to coffee, the Company also pas#s significant amounts of dairy products to stppe needs of its retail stores. Fluid milk
is purchased from several suppliers who have psigg$acilities near concentrations of Starbuckairstores. Dairy prices vary throughout
the year as supply and demand fluctuate and ajecub additional changes due to government reiguis.

The Company also purchases a broad rangapefr@and plastic products, such as paper cupsicptatd cups, hot cup lids, napkins,
straws, shopping bags and corrugated paper boxesseveral companies to support the needs oftéd stores as well as its manufacturing
and distribution operations. The cost of these na$eare somewhat dependent upon commodity papkpkastic resin costs, but the
Company believes it mitigates the effect of shertrt raw material price increases through strategationships with key suppliers.

Products other than whole bean coffees affdecbeverages sold in Starbucks retail storesbi@ned through a number of different
channels. Beverage ingredients other than coffdamlk are purchased from several specialty manufacs, usually pursuant to long-term
supply contracts. Specialty foods, such as freslkripa and lunch items, are generally purchased froth regional and local sources base
quality and price. Coffee-making equipment, sucdrgs vacuum and french press coffee makers, sspmmachines and coffee grinders, are
generally purchased directly from their manufaatsifer resale. Coffee-related accessories, inctudems bearing the Company’s logos and
trademarks, are produced and distributed througtracts with a number of different vendors.

Competition.The Company’s primary competitors for coffee begeraales are restaurants, coffee shops, and samgtin almost all
markets in which the Company does business, threrauanerous competitors in the specialty coffeeebmye business, and management
expects this situation to continue. Although contjoet in the beverage market is currently fragmdntemajor competitor with substantially
greater financial, marketing and operating resautihan the Company could enter this market at iamy &and compete directly against the
Company.

The Company’s whole bean coffees competetjragainst specialty coffees sold at retail tlylosupermarkets, specialty retailers, and a
growing number of specialty coffee stores. Both@uoenpany’s whole bean coffees and its coffee bgesraompete indirectly against all
other coffees on the market. The Company beligvwaisits customers choose among retailers primarilthe basis of product quality, service
and convenience, and, to a lesser extent, on price.

Management believes that supermarkets amntise competitive distribution channel for spegialhole bean coffee, in part because
supermarkets offer customers a variety of choidésowt having to make a separate trip to a spgcaifee store. A number of nationwide
coffee manufacturers are distributing premium affeoducts in supermarkets that may serve as sutbstfor the Company’s coffees.
Regional specialty coffee companies also sell whekn coffees in supermarkets.

In addition to the competition generated byesmarket sales of coffee, Starbucks competestiote bean coffee sales with franchise
operators and independent specialty coffee stovesrtually every major metropolitan area wherar®tcks operates and expects to expand,
there are local or regional competitors with sufiidmarket presence in the specialty coffee lssnStarbucks Specialty Operations also
face significant competition from established wisale and mail order suppliers, some of whom hagetgr financial and marketing
resources than the Company.

In addition, the Company faces intense coitipetfrom both restaurants and other specialtgitets for suitable sites for new stores and
qualified personnel to operate both new and exjsdinres. There can be no assurance that Starliltke able to continue to secure
adequate sites at acceptable rent levels or teaftimpany will be able to attract a sufficient nembf qualified workers.

Patents, Trademarks, Copyrights and Domain Naffiles.Company owns and/or has applied to registerenous trademarks and service
marks in the United States, Canada and in moreXR&radditional
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countries throughout the world. Rights to the tradeks and service marks in the United States arerghly held by Starbucks U.S. Brands
Corporation, a wholly-owned subsidiary of the Compand are used by the Company under license. $6the Company’s trademarks,
including “Starbucks,” the Starbucks logo and “Fragcino,” are of material importance to the Compdrhe duration of trademark
registrations varies from country to country. Hoeeurademarks are generally valid and may be redeémdefinitely as long as they are in
use and/or their registrations are properly maietdj and they have not been found to have beconerige

The Company also owns numerous copyrightgggroduct packaging, promotional materials, tiores graphics and training materials,
among other things. The Company also holds patentertain products, systems and designs. In addithe Company has registered and
maintains numerous Internet domain names, inclutitgrbucks.com” and “Starbucks.net.” While valigbhdividual copyrights, patents
and domain names currently held by the Companyetrgiewed as material to the Company’s business.

Research and Developmemhe Company’s research and development effortiedrby food scientists, engineers, chemists and
culinarians in the Research and Development degaitrithis team is responsible for the technicakttgyment of food and beverage
products and new equipment. Recent development&tiave resulted in successful flavor line extemsifor latte beverages, Frappuccino
blended beverages and new items for the Companyreing pastry and lunch lines. The department @msoduced improvements in base
ingredients and approved a new supplier to aitiéndistribution of products to international maskahd formulation changes to tea-based
beverages. The Company spent approximately $4l®mduring fiscal 2001 on technical research aedetbpment activities, in addition to
customary product testing and product and procepsovements in all areas of the Company’s business.

Seasonality and Quarterly Resuliie Company’s business is subject to seasonalfitions. Significant portions of the Company’s net
revenues and profits are realized during the djustrter of the Company’s fiscal year that inclutfesDecember holiday season. In addition,
quarterly results are affected by the timing of dpening of new stores, and the Company’s rapid/tironay conceal the impact of other
seasonal influences. Because of the seasonalihedompany’s business, results for any quartenar@ecessarily indicative of the results
that may be achieved for the full fiscal year.

EmployeesAs of September 30, 2001, the Company employedoappately 54,000 individuals, approximately 50,000etail stores an
the remainder in the Company’s regional offices aduhinistrative, specialty, store development, tingsand warehousing operations. At
fiscal year end, employees at 12 of the Compangies and a group of 17 maintenance mechanicseghditians at one roasting plant were
represented by unions. Starbucks entered intoax Egreement governing the terms and conditioresrgdfloyment for employees in the
12 stores that expired in July 2001 and is curyamtgotiating with the Union for a renewal of thggrgement. Starbucks and the Union
representing the roasting plant employees receaighed an agreement governing the terms and agldf employment for those
employees at the roasting plant. The Company bediévat its current relations with its employeesguod.

Item 2.  Properties

Starbucks currently operates three roastimbdistribution facilities. In the Seattle areae thompany owns a roasting plant and
distribution facility of approximately 305,000 sgedeet and leases two warehouse facilities tajadipproximately 200,000 square feet in
Kent, Washington. The Company also owns a 365,80are foot roasting and distribution facility an8%,000 square foot green coffee
bean storage warehouse in York County, Pennsylvamieddition, the Company leases a small roagtimdjstorage facility in London,
England that supports its operations in Europethediddle East. The lease for this facility exgire December 2002 unless extended by
parties. To support its growth, the Company regestjuired 100 acres of land in Minden, Nevadatawlbegun construction on a 330,000
square foot roasting and distribution facility. TBempany is also in negotiations to build a 70,8@0are foot roasting plant in The
Netherlands

The Company leases approximately 620,000redeat of a building located in Seattle, Washindmr administrative offices and has
options to lease approximately 380,000 additioqabse feet in the same
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building. The Company owns 2.36 acres of undeveldged near its administrative offices that is uk®doarking.

As of September 30, 2001, Starbucks operatethl of 3,266 retail stores. All Starbucks ssoamee located in leased premises. The
Company also leases space in approximately 75iadditocations for regional, district and othenadistrative offices, training facilities ai
storage, not including certain seasonal retaibsgterdocations.

Item 3. Legal Proceedings

On June 20, 2001 and July 2, 2001, two ptegorlass action lawsuits against the companylesflames Carr, et al. v. Starbucks
CorporationandOlivia Shields, et al. v. Starbucks Corporatioare filed in the Superior Courts of Californiagfleda and Los Angeles
Counties, respectively. Each lawsuit subsequendy removed to United States District Court, NorHeistrict of California and Central
District of California, respectively. Each of thenlsuits was filed by two plaintiffs who are currentformer store managers and assistant
managers on behalf of themselves and other simiétrdated store managers, assistant store manageretail management trainees. The
lawsuits allege that the Company improperly clasgdifuch employees as exempt under California’seveangl hour laws and seek damages,
restitution, reclassification and attorneys fees ewsts. Starbucks is vigorously investigating definding this litigation and is also pursuing
alternative dispute resolution possibilities witle fplaintiffs. Because the cases are in the vaty stages, the financial impact to the
Company, if any, cannot be predicted.

In addition to the California lawsuits deber above, the Company is party to various legatgrdings arising in the ordinary course of
its business, but it is not currently a party tg legal proceeding that management believes woaNg la material adverse effect on the
financial position or results of operations of h@empany.

Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of séghidlders during the fourth quarter of fiscal yeao1.

PART Il

ltem 5.  Market for the Registrar's Common Equity and Related Stockholder Matt

The information required by this item is ingorated herein by reference to the section edtitBhareholder Information” in the
Company'’s Fiscal 2001 Annual Report to Shareho|derd is also attached in Exhibit 13 hereto.

ltem 6. Selected Financial Data

The information required by this item is ingorated herein by reference to the section edtitkelected Financial Data” in the Compagy’
Fiscal 2001 Annual Report to Shareholders, antss attached in Exhibit 13 hereto.

ltem 7. Managemen’'s Discussion and Analysis of Financial Condition drkResults of Operation

The information required by this item is ingorated herein by reference to the section edtifiéanagemens Discussion and Analysis
Financial Condition and Results of Operationsha Company’s Fiscal 2001 Annual Report to Sharets|cand is also attached in
Exhibit 13 hereto.

ltem 7A.  Quantitative and Qualitative Disclosures about MakRisk

The information required by this item is ingorated herein by reference to the section edtifiéanagement Discussion and Analysis
Financial Condition and Results of Operations —ahirial Risk
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Management” in the Company'’s Fiscal 2001 Annuald®efw Shareholders, and is also attached in Exhhereto.
Item 8. Financial Statements and Supplementary Data

The information required by this item is ingorated herein by reference to the Consolidatadrsial Statements and the notes thereto in
the Company’s Fiscal 2001 Annual Report to Shad#hs| and is also attached in Exhibit 13 hereto.

Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosures
None.
PART IlI
Item 10. Directors and Executive Officers of the Registrant

Information concerning the directors of thengpany and compliance with Section 16(a) of theutes Exchange Act of 1934, as
amended, is incorporated herein by reference tgghtions entitled “Proposal 1 — Election of Dimst and “Executive Compensation —
Section 16(a) Beneficial Ownership Reporting Coanptie” in the Company’s definitive Proxy Statememtthe Annual Meeting of
Shareholders to be held on February 26, 2002 @hexy Statement”). The Company intends to fileBhexy Statement within 120 days after
the end of its fiscal year.

The executive officers of the Company aréodsws:

Executive Officer

Name Age Position Since

Howard Schultz 48 Chairman of the Board of Directors and Chief Global 198t
Strategis

Orin C. Smith 58 Director, President and Chief Executive Offi 199(

Howard Beha 57 Director, President, North American Operatir 198¢

Peter Maslet 49 President, Starbucks Coffee International, 199¢

Michael Casey 56 Executive Vice President, Chief Financial Officada 199t
Chief Administrative Office

Eduardo R. (Ted) Garcia 54 Executive Vice President, Supply Chain and Coffee 199t
Operations

Shelley B. Lanza 45 Executive Vice President, Partner Resources, Lalv an 199t

Corporate Affairs and Corporate Social Respongbili
General Counsel and Secret

Deidra Wager 46 Executive Vice President; Chief Retail Officer, 199:
Starbucks Coffee Japan, L

Wanda Herndol 49 Senior Vice President, Worldwide Public Affa 199¢

Darren Hustor 35 Senior Vice President, New Ventul 200cC

Howard Schultis the founder of the Company and has been chaiohtre board since its inception in 1985. Mr. Sthaerved as chief
executive officer from 1985 until June 2000, wherttansitioned into the role of chief global stgag¢ From 1985 to June 1994, Mr. Schultz
was also the Company’s president. From Septemi&2 tthDecember 1985, Mr. Schultz was the direct&eatail Operations and Marketing
for Starbucks Coffee Company, a predecessor t€tmepany; and from January 1986 to July 1987, hethas
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chairman of the board, chief executive officer @aneksident of Il Giornale Coffee Company, a predscet the Company.

Orin C. Smithjoined the Company in 1990 and has served as prasiohd chief executive officer of the Company sidane 2000. From
June 1994 to June 2000, Mr. Smith served as thep@oy's president and chief operating officer. Ptidune 1994, Mr. Smith served as the
Company’s vice president and chief financial offieed later, as its executive vice president aneff ¢imancial officer.

Howard Behatoined the Company in August 1989 as vice presjdeetail Stores and was promoted to senior vicsigeat, Retail
Operations in January 1991. Mr. Behar served a€tmpany’s executive vice president, Sales and @ipers from February 1993 until June
1994 when he became president, Starbucks Coffemhttional, Inc., a position he held until hismetient in late 1999. Mr. Behar rejoined
the Company in September 2001 as president, Nartbrisan Operations. Mr. Behar has served as a mewfltiee Board of Directors since
January 1996.

Peter Maslerjoined Starbucks in August 1999 as president, 8tk Coffee International, Inc. Prior to joininga&iucks, Mr. Maslen
served in various executive positions within Asgcific and Europe with Mars Inc., PepsiCo, Inc. @ndon Global Restaurants. From 1992
to 1999, as senior vice president with Tricon, éived as president of its German, Swiss, Austmeh@entral Europe divisions.

Michael Caseyoined Starbucks in August 1995 as senior viceigess and chief financial officer and was promote@xecutive vice
president, chief financial officer and chief adminative officer in September 1997. Prior to jogni&tarbucks, Mr. Casey served as executive
vice president and chief financial officer of Fayritestaurants, Inc. from its inception in 1986. iBgris tenure there, he also served as a
director from 1986 to 1993, and as president aigf eixecutive officer of its El Torito Restauranisc. subsidiary from 1988 to 1993.

Eduardo R. (Ted) Garcipined Starbucks in April 1995 as senior vice ptest, Supply Chain Operations and was promoteddolgive
vice president, Supply Chain and Coffee Operatinr&eptember 1997. From May 1993 to April 1995, Marcia was an executive for
Gemini Consulting. From January 1990 until May 1998 was the vice president of Operations Strateg¢rand Metropolitan PLC, Food
Sector.

Shelley B. Lanzpined Starbucks in June 1995 as senior vice peasidlaw and Corporate Affairs and general couasdiwas promoted
to executive vice president, Human Resources (natnBr Resources), Law and Corporate Affairs, CafgoSocial Responsibility, general
counsel and secretary in March 2000. From 198®851Ms. Lanza served as vice president and geoeualsel of Honda of America
Manufacturing, Inc. From 1982 to 1986, Ms. Lanzagticed law at the law firm of Vorys, Sater, Seymand Pease in Columbus, Ohio.

Deidra Wageljoined Starbucks in 1992 and served as the Compamyiior vice president, Retail Operations from #sid 993 to
September 1997 when she was promoted to executiegresident, Retail. In March 1999, Ms. Wager atbto Tokyo, Japan to serve as a
consultant to Starbucks Coffee International, &rd work with Starbucks Coffee Japan, Ltd. for vatsbe now serves as chief retail officer.
Prior to joining Starbucks, Ms. Wager held sevepdrations positions with Taco Bell®, Inc. from 838 1992.

Wanda Herndoipined Starbucks in July 1995 as vice presidenm@anications and Public Affairs and was promotesemior vice
president, Communications and Public Affairs (nawown as Worldwide Public Affairs) in November 19%8om February 1990 to June
1995, Ms. Herndon held several communications mamagt positions at DuPont Company. From Novemb@8 18 February 1990,

Ms. Herndon held several public affairs and marigegiommunications positions at the Dow Chemical Gamny.

Darren Hustorjoined Starbucks in June 1998 as vice presidengiR&rategy and New Business and was promoteénr vice
president, New Ventures in March 2000. From 19929@8, Mr. Huston worked at McKinsey & Company aves a leader in McKinsey's
strategy and marketing practices.

There are no family relationships between @ingctors or executive officers of the Company.
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ltem 11. Executive Compensation

The information required by this item is ingorated by reference to the section entitled “Exige Compensation” in the Company’s
Proxy Statement for the Annual Meeting of Shareéidan February 26, 2002.

ltem 12.  Security Ownership of Certain Beneficial Owners athnagement

The information required by this item is ingorated by reference to the section entitled “Bers# Ownership of Common Stock” in the
Company’s Proxy Statement for the Annual MeetinGbéreholders on February 26, 2002.

Item 13. Certain Relationships and Related Transactions

The information required by this item is ingorated by reference to the section entitled “Exge Compensation — Certain
Transactions” in the Company’s Proxy StatementferAnnual Meeting of Shareholders on February2p6?.

PART IV
Item 14.  Exhibits, Financial Statement Schedules and Repoots Form 8-K

(a) The following documents are filed as & pathis Annual Report on Form 10-K:
1. Financial Statements.
The following financial statements are incorporatgdeference in Part Il, Item 8 of this Annual Repn Form 10-K:

Consolidated Statements of Earnings for the figeals ended September 30, 2001, October 1, 2000Qctader 3, 1999;
Consolidated Balance Sheets as of September 30,&@DO0ctober 1, 2000;

Consolidated Statements of Cash Flows for thelfigears ended September 30, 2001, October 1, 2@@atober 3, 1999;
Consolidated Statements of Shareholders’ EquityHfeifiscal years ended September 30, 2001, Ocfigi800 and October 3, 1999;
Notes to Consolidated Financial Statements;

Independent Auditors’ Report

2. Financial Statement Schedules.

Financial statement schedules are omitted bechegeate not required or are not applicable, orélggired information is provided
in the consolidated financial statements or ndiessto described in Item 14(a)(1) abc

3. Exhibits.

The Exhibits listed below and on the accompanyirdgk to Exhibits immediately following the signayrage hereto are filed as |
of, or incorporated by reference into, this AnnRaport on Form 1-K.

Exhibit
No. Description
3.1 Restated Articles of Incorporation of Starbucksp@oation (incorporated herein by reference to Ext34 to the
Company’s Form 10-Q for the quarter ended Apr2aQ1, filed with the Securities Exchange CommissiorMay 16,
2001)
3.2 Amended and Restated Bylaws of Starbucks Corpaoréiti@orporated herein by reference to Exhibittd.the

Company's Form 10-K for the Fiscal Year ended Gatdh 2000, filed with the Securities Exchange Cdssian on
December 22, 200(
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Exhibit
No. Description
10.1 Starbucks Corporation Amended and Restated Key &maplStock Option Plan — 1994 (incorporated hebgin
reference to Appendix A to the Comp/s Proxy Statement filed with the SEC on Januan2000)*
10.z Starbucks Corporation Amended and Restated 198% &iption Plan for Non-Employee Directors (incorgued
herein by reference to Appendix A to the Comy's Proxy Statement filed with the SEC on Januaryl999)*
10.c Starbucks Corporation 1991 Company-Wide Stock @gilan, as amended and restated through Augug028,
(incorporated herein by reference to Exhibit 1@.81e Company’s Form 10-K for the Fiscal Year en@etbber 1,
2000, filed with the SEC on December 22, 20(
10.3.1 Starbucks Corporation 1991 Company-Wide Stock @pfilmn — Rules of the UK Sub-Plan, as amended estdted
through August 28, 2000 (incorporated herein bgnerice to Exhibit 10.3.1 to the Company’s FornKlfor the Fisca
Year ended October 1, 2000, filed with the SEC eadnber 22, 2000
10.4 Starbucks Corporation Employee Stock Purchase-Pldi995, as amended and restated through June 30, 20
(incorporated herein by reference to Exhibit 10.4he Company’s Form 10-K for the Fiscal Year en@etbber 1,
2000, filed with the SEC on December 22, 20(
10.t Amended and Restated Lease, dated as of Janu20@1, between First and Utah Street Associates,dn@ Starbuck
Corporation
10.€ Special Warranty Deed, dated March 7, 1994, betw@ar North Corporate Park, as grantor and Starbuck
Corporation, as grantee (incorporated herein bgresice to Exhibit 10.14 to the Company’s Form 1fixkthe Fiscal
Year ended October 2, 1994, filed with the SEC exdnber 23, 199:
10.7 Joint Venture and Partnership Agreement, dated s, 1994, between Pepsi-Cola Company, a divisidtepsiCo,
Inc., and Starbucks New Venture Company (incorgaréierein by reference to Exhibit 10 to the CompmahRgrm 10-
Q for the Quarterly Period ended July 3, 1994dfidth the SEC on August 16, 19¢
10.¢ Lease, dated August 22, 1994, between York Courtydtrial Development Corporation and Starbuckp@eation
(incorporated herein by reference to Exhibit 1&h Company’s Form 10-Q for the Quarterly Period&hJuly 2,
1995, filed with the SEC on August 15, 19!
10.¢ Starbucks Corporation Executive Management Bonas fthcorporated herein by reference to Exhibiil®Qo the
Compan’s Form 1K for the fiscal year ended October 3, 199
10.1C Starbucks Corporation Management Deferred CompensBtan (incorporated herein by reference to BxHili to the
Compan’s Registration Statement on Fori-8 filed with the SEC on January 1, 199
10.11 Starbucks Corporation 1997 Deferred Stock Plaro(jperated herein by reference to Exhibit 10.1 ®Eompany’s
Annual Report on Form -K for the fiscal year ended October 3, 199
10.1z Purchase Agreement, dated as of June 14, 2001ebetBtarbucks Manufacturing Corporation and CVBE
10.12.: First Amendment to Purchase Agreement, dated Bi®we¢mber 7, 2001, between Starbucks Manufacturing
Corporation and CVBP LL(
13 Portions of the Fiscal 2001 Annual Report to Shaliedrs
21 Subsidiaries of the Registre
23 Independent Audito’ Consen

* Management contract or compensatory plan or arraage

(b) Reports on Form 8-K.

The Company filed a Current Report on Forik 8 September 17, 2001 announcing plans for thi@lipublic offering of Starbucks
Coffee Japan, Ltd. The Company also filed a CurRaqort on Form 8-K on September 18, 2001 annogrtbi@ authorization of a stock

repurchase program.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as amenitiedRegistrant has duly caused
report to be signed on its behalf by the undersigtieereunto duly authorized.

December 17, 2001

STARBUCKS CORPORATION

By: /sl HOWARD SCHULTZ

Howard Schultz

Chairman of the Board of Directors and
Chief Global Strategis

Pursuant to the requirements of the SecariEichange Act of 1934, as amended, this reporb&as signed below by the following
persons on behalf of the Registrant and in theatpa and on the dates indicated.

Signature

Title

Date

/sl HOWARD SCHULTZ

Chairman of the Board of Directors and Chief

Howard Schult:

/s/ ORIN C. SMITH

Global Strategist

Director, President and Chief Executive

Orin C. Smith

/sl HOWARD BEHAR

Officer

Director, President, North American

Howard Beha

/sl MICHAEL CASEY

Operations

Executive Vice President, Chief Financial
Officer and Chief Administrative Officer

Michael Casey

/sl BARBARA BASS

(Principal Financial Officer and Principal
Accounting Officer)

Director

Barbara Bas

/sl CRAIG J. FOLEY

Director

Craig J. Foley

/sl GREGORY B. MAFFEI

Director

Gregory B. Maffei

/s ARLEN I. PRENTICE

Director

Arlen I. Prentice

/s/ JAMES G. SHENNAN, JR.

Director

James G. Shennan,

/sl CRAIG E. WEATHERUP

Director

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001

December 17, 2001



Craig E. Weatheru
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INDEX TO EXHIBITS

Exhibit
No. Description
3.1 Restated Articles of Incorporation of Starbucks@oation (incorporated herein by reference to Eil3il to the
Company’s Form 10-Q for the quarter ended Apr2dQ1, filed with the Securities Exchange CommissiorMay 16,
2001)
3.2 Amended and Restated Bylaws of Starbucks Corpordiicorporated herein by reference to Exhibittd.the
Company's Form 10-K for the Fiscal Year ended Qatdh 2000, filed with the Securities Exchange Cassion on
December 22, 200(
10.1 Starbucks Corporation Amended and Restated Key &maplStock Option Plan — 1994 (incorporated hebgin
reference to Appendix A to the Comp/s Proxy Statement filed with the SEC on Januan2000)
10.2 Starbucks Corporation Amended and Restated 198% &iption Plan for Non-Employee Directors (incorgued
herein by reference to Appendix A to the Comy's Proxy Statement filed with the SEC on Januaryl999)
10.c Starbucks Corporation 1991 Company-Wide Stock @gilan, as amended and restated through Augug028,
(incorporated herein by reference to Exhibit 10.81e Company’s Form 10-K for the Fiscal Year en@etbber 1,
2000, filed with the SEC on December 22, 2C
10.3.1 Starbucks Corporation 1991 Company-Wide Stock @pfilmn — Rules of the UK Sub-Plan, as amended estdted
through August 28, 2000 (incorporated herein bgnerice to Exhibit 10.3.1 to the Company’s FornKlfor the Fisca
Year ended October 1, 2000, filed with the SEC exddnber 22, 200(
10.4 Starbucks Corporation Employee Stock Purchase-Pldi995, as amended and restated through June 30, 20
(incorporated herein by reference to Exhibit 10.4he Company’s Form 10-K for the Fiscal Year en@etbber 1,
2000, filed with the SEC on December 22, 2C
10.t Amended and Restated Lease, dated as of Janu20@1, between First and Utah Street Associates,dn& Starbuck
Corporation
10.€ Special Warranty Deed, dated March 7, 1994, betwear North Corporate Park, as grantor and Starbuck
Corporation, as grantee (incorporated herein bgresice to Exhibit 10.14 to the Company’s Form 1fixkthe Fiscal
Year ended October 2, 1994, filed with the SEC exdnber 23, 199:
10.7 Joint Venture and Partnership Agreement, dated s, 1994, between Pepsi-Cola Company, a divisidtepsiCo,
Inc., and Starbucks New Venture Company (incorgaréierein by reference to Exhibit 10 to the CompmkRgrm 10-
Q for the Quarterly Period ended July 3, 1994dfildth the SEC on August 16, 19¢
10.¢ Lease, dated August 22, 1994, between York Courtydtrial Development Corporation and Starbuckp@eation
(incorporated herein by reference to Exhibit 1&h Company’s Form 10-Q for the Quarterly Period&hJuly 2,
1995, filed with the SEC on August 15, 19!
10.¢ Starbucks Corporation Executive Management Bonas fthcorporated herein by reference to Exhibii®Qo the
Compan’s Form 1K for the fiscal year ended October 3, 19
10.1C Starbucks Corporation Management Deferred CompiensBtan (incorporated herein by reference to BxHili to the
Compan’s Registration Statement on Fori-8 filed with the SEC on January 1, 19¢
10.11 Starbucks Corporation 1997 Deferred Stock Plaro(jperated herein by reference to Exhibit 10.1/h®Eompany’s
Annual Report on Form -K for the fiscal year ended October 3, 19
10.1z Purchase Agreement, dated as of June 14, 2001ebetBtarbucks Manufacturing Corporation and CVBE
10.12.: First Amendment to Purchase Agreement, dated Bi®we¢mber 7, 2001, between Starbucks Manufacturing
Corporation and CVBP LL(
13 Portions of the Fiscal 2001 Annual Report to Shaliedrs
21 Subsidiaries of the Registre
23 Independent Audito’ Consen
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EXHIBIT 10.5

AMENDED AND RESTATED LEASE

This Amended and Restated Lease (this "Restateskl)eis made as of the 1st day of January, 200&,"Restatement Effective Date") by
and between FIRST & UTAH STREET ASSOCIATES, L.PWashington limited partnership ("Landlord"), anBARBUCKS
CORPORATION, d/b/a Starbucks Coffee Company, a \Wigsbn corporation ("Tenant").

In consideration of the mutual promises and agre¢sreet forth in the Lease, Landlord and Tenargeags follows:

WHEREAS, Tenant is currently and has since 1993 laetenant of Landlord pursuant to the terms dDéite Lease dated July 1, 1993 (the
"Office Lease") for certain premises of that certaiilding known as Starbucks Center. The Officadeewas amended by that Amendment to
Lease dated September 10, 1993, that Second Amendon@ffice Lease dated January 1, 1995, thatdTAinendment to Office Lease dated
September 30, 1995, that Fourth Amendment to Offezese dated October 31, 1997, that Fifth Amendrce@iffice Lease dated March



1998, and that Sixth Amendment to Office Leasedldsmuary 4, 1999 (collectively, the Office Leasd Amendments First through Sixth
are referred to herein as the "Initial Amended E8aand this Restated Lease is also referred &irnsimply as the "Lease"); and

WHEREAS, the parties desire to further amend tlitelrAmended Lease to add additional space irSttaebucks Center to the Premises
(defined below) and for other reasons and havemé@ted the most appropriate method to accomplighisito Amend and Restate the Lease
in its entirety.



NOW, THEREFORE, in consideration of the mutual pises and covenants contained herein, the partieg &g amend and restate the In
Amended Lease in its entirety to read as follows:

1. Description of Premises.
a. Premises

Landlord does hereby lease to Tenant, on the tandsonditions hereinafter set forth, those cepagmises (the "Initial Premies")
containing approximately five hundred fifty thoudaf®50,000) square feet of rentable space (thet4RémSpace")(calculated as provided
below) primarily located on the sixth through theth floors ("Floors") of the Starbucks Center 402 Utah Avenue South in Seattle, King
County, Washington (the "Building"), which is sitad on the real property legally described on Eixiiattached hereto (the "Property™).
The floors of the Building are referred to hereidividually as, a "Floor", and collectively as, thdoors". In addition, Tenant has the right
hereunder, subject to the availability of additioparking as described herein, to lease up to ditiadal four hundred fifty thousand
(450,000) square feet of Rentable Space on thandeboough fifth Floors of the Building (the "Aditihal Premises"). As used herein, the
Initial Premises and any portion of Additional Pises, from and after the date Tenant elects aqgired to take possession of and/or pay
Rent (defined below) on such portion of the AddiibPremises, are collectively referred to hersitha "Premises”, provided that space on
which Tenant is required to pay a Holding Fee d&fibelow) pursuant to Section 5.c. shall not kel Premises. The Building, the
Parking Garage (defined below), the North Parkirga@e (defined below and, collectively with thekay Garage, the "Parking Garages"),
and the Property are collectively referred to iis ttease as the "Project," and the Project is deghion the site plan attached hereto as Exhibit
A-1 (the "Site



Plan™). The larger development owned by Landlandluding Home Depot and Sears Auto Center, is redieio herein as the "Larger
Development.” The total area of the Building is7TB440 square feet of Rentable Space. The Init&hises shall be located as shown in the
space plan for the Premises attached to this Lasm&sxhibit B (the "Space Plan").

b. Common Areas.

This Lease includes the right of Tenant, subjethéoapplicable Rules and Regulations (definedvnednd the express terms of this Lease, to
use the common areas and facilities of the Prajecdmmon with other tenants of the Project. Fapppses of this Lease, "common areas and
facilities" means all of the facilities in the Peo} designed and intended for use by the tenarted®roject in common with Landlord and
each other, including without limitation common igdors, elevators, walkways, truck docks, restroogesvice areas, lobbies, the cafeteria,
risers and all other common and service areaseoBthlding and parking areas and landscape areasdn the Project.

c. Measurement.

As used in this Lease, the "square footage of Rém@Bpace" shall mean floor area measured in theradescribed in Exhibit C ("Space
Measurement") attached hereto, provided that thgepastipulate that the square footage of Rent8pkce of the Initial Premises (as shown
on Exhibit B) as of the Restatement Effective Dstall be those amounts shown on Exhibit B.

2. Term.
a. Term.

The "Initial Term" of this Lease commenced on cowlSeptember 17, 1993 (the "Commencement Dateedhitial Amended Lease") and
shall end on September 30, 2025.



The "Term" of the Lease shall mean the Initial Temad any Extension Term (defined below) for whiahExtension Option (defined below)
is exercised.

b. Acceptance of Premises.

Landlord or Landlord's agents have made no reptasens or promises with respect to the Builditg Premises or this Lease except as
herein expressly set forth. Landlord representsveandants that all structural parts, including bat limited to the foundation, roof, exterior
walls, plumbing and electrical systems, if anythaf Project, and any work constructed or causéx tconstructed by Landlord in the Initial
Premises or pursuant to Exhibit L of this Leaseetasd comply with all federal, state and localdawardinances and regulations and are in
good and sanitary order, condition and repair hvelsy of the Premises to Tenant. Tenant represemiswarrants to Landlord that (a)
Tenant's sole intended use of the Premises issioergl office use, data center, training, stor&$d) Labs, test kitchen, model store, pilot
plant, roaster and other related purposes, (b)fted@es not intend to use the Premises for any gilngose, (c) prior to executing this Lease
Tenant has made such investigations as Tenant diesppeopriate with respect to the suitability of tremises for its intended use and has
determined that the Premises are suitable for suehded use, and (d) subject to Landlord's waigarset forth above, Tenant's taking
possession of the Premises shall be conclusiveee@that Tenant accepts the same and that thesesewere in good and satisfactory
condition on such date.

3. Extension Options.
a. Grant of Option.

If Tenant is not then in default under the termghefLease, Tenant shall have the option to extiead erm of the Lease for three (3)
additional periods of five (5) years each (eachEatension Option" for an "Extension Term"), thesfiof which will commence at the end of
the



Initial Term of the Lease, and the second and thindhich will commence immediately after the exgpion of the immediately preceding
Extension Term. Each Extension Term shall be upersame terms and conditions as contained in tasd, @xcept that the total Rent
(exclusive of Tenant's pro rata share of Operdiirgenses (defined below)) for each Extension Tdrall §e ninety five percent (95%) of the
then-prevailing "Effective Fair Market Rent" (defith below) for the Premises. For purposes of thiti@e "Effective Fair Market Rent" is
hereby defined to be that flat rental rate per sgjf@ot of Rentable Space that will yield to Landlover the applicable Extension Term in
guestion the same net number of dollars Landlordldvearn if Landlord were to put the space in goesdtin its then-existing condition) on
the market for lease to a new office tenant, dftetoring in all typical concessions and similaperse passthroughs. The Extension Options
to extend the Lease for three (3) Extension Tetmadl be exercised by Tenant's giving written notloereof to Landlord at least two hundred
seventy (270) days before the end of the InitiahTer the then Extension Term, respectively; predithat in no event shall any Extension
Option be deemed to have expired unless Tenastttagxercise its option within fifteen (15) dagidwing receipt of a written reminder
notice from Landlord of the deadline for exercisthg Extension Option. Such reminder notice toibergnot earlier than fifteen (15) days
before the deadline for exercise of the applic&binsion Option. For example, if Tenant has netreigsed an Extension Option two hundred
seventy

(270) days before the end of the then existing ténetime for exercise shall be not later thareéh (15) days after Tenant's receipt of
Landlord's reminder notice.

b. Calculation of Effective Fair Market Rent.

If Landlord and Tenant are unable to agree on ffective Fair Market Rent within thirty (30) daysliowing Tenant's exercise of an
Extension Option (the "Exercise Date"), both



Landlord and Tenant shall submit their final estienaf the Effective Fair Market Rent to the othemiriting within ten (10) days thereafter,
and the Effective Fair Market Rent shall be detaeadiby arbitration as follows:

(i) The arbitration will be by three arbitratordl, @ whom must be (1) neutral parties and (2) @ithlAl appraisers or licensed real estate
brokers who have been active, over the five (5yyeading on the date of appointment, in the briokgeor appraisal of office space in the
greater Seattle Central Business District. Landéord Tenant shall each select one of the arbigatod such selection shall be accomplished
within sixty (60) days after the Exercise Date. Ttied arbitrator will be selected by the two araéibrs so chosen by Landlord and Tenant. If
the two arbitrators cannot agree upon the thirdratbr within ninety (90) days following the Exése Date, the third arbitrator will be
selected by application by either party to the Aigger Arbitration Association.

(if) Within one hundred twenty (120) days followitlte Exercise Date (the "Decision Date"), the aabirs shall decide on the Effective Fair
Market Rent for the Premises for a five (5) yeamte(For purposes of determining the Effective Raarket Rent for the first or second
Extension Term, the existence of the second anklital Extension Option shall also be taken intosideration.) The decision of the majority
of the arbitrators shall control. If a majority thie arbitrators do not agree within the stipulatet: period, then each arbitrator shall rendel
or her separate determination of the Effective Mairket Rent on or before the Decision Date. Irhstese, the three (3) determinations shall
be averaged to determine the Effective Fair MaResit. However, if the lowest Effective Fair MarlRgnt and/or the highest Effective Fair
Market Rent is more than ten percent (10%) lowdrigher than the middle Effective Fair Market Rehg low Effective Fair Market Rent
and/or high



Effective Fair Market Rent shall be disregardednrlly one (1) Effective Fair Market Rent is disredgd, the remaining two (2) Effective Fair
Market Rents will be averaged in order to estattighEffective Fair Market Rent.

(iii) Both parties may submit any information taethrbitrators for their consideration with copieshe other party. In using comparable lease
rates to aid in determining Effective Fair MarketrR the parties shall employ lease rates for coafgba space only within a two (2) mile
radius of the Building. A copy of the arbitratonsitten decision will be given to both parties whee Effective Fair Market Rent has been
determined. The determination of the Effective Méé@rket Rent will be final and binding upon Landl@and Tenant. The cost of the
arbitration will be paid by Tenant if the Effecti¥air Market Rent is one hundred ten percent (11@%)ore of the proposed Effective Fair
Market Rent specified in the notice given by Tertaritandlord, and shall be paid by Landlord if Eféective Fair Market Rent is less than
ninety percent (90%) of the proposed Effective ’arket Rent specified in the notice given by Lamdlto Tenant, and otherwise shall be
paid equally by the Landlord and Tenant.

(iv) With respect to the Effective Fair Market Réott the second Extension Term, Landlord and Teshall attempt in good faith to agree on
Effective Fair Market Rent up to one (1) year ptmexpiration of the First Extension Term. If Léowdl and Tenant are unable to agree, both
Landlord and Tenant shall submit their final estiesaof Effective Fair Market Rent to the other inting by the tenth (10th) day of the last
Lease Year (defined below) of the first Extensiani, and the Effective Fair Market Rent shall bedrined in accordance with the
procedures set forth in this Section 3.b. Notwéhsging anything to the contrary contained in thésti®n 3.b., Tenant's second Extension
Option shall



not expire until the later of (1) the date setHart Section 3.a, or (2) sixty (60) days followithge determination of Effective Fair Market Re¢
4. Rent.
a. Payment of Rent.

Tenant shall pay Landlord Rent each month in advamcthe first day of each calendar month. Rerlt Begayable only on the portion of 1
Premises in Actual Use (defined below) by Tenamirasided herein. Rent shall be payable in monityallments throughout the Term of
the Lease. Rent for any fractional calendar maattthe beginning or end of the Term of the Lealsall be prorated based on the number of
days in the month.

b. Adjustment of Rent.

Rent shall be adjusted from time to time basedh@mges in the size of the Premises. Whenever iherehange in the square footage of
Rentable Space of the Premises, calculated pursm&mnxhibit C, in Actual Use by Tenant under thete, Landlord and Tenant shall execute
a certificate (an "Expansion Certificate", whiclabtbe in the form attached hereto as Exhibit

D) setting out the then square footage of Rentapkece of the Premises and the Base Floor RenhédEfielow) to be paid from the date of
such change.

As used herein, the term "Lease Year" shall mearnvielve (12) month period during the Term fromd@betr 1 through the following
September 30.

c. Rent Definition.

"Rent" as used in the Lease shall mean Base Fleot, Building Systems Additional Rent, Building Aniees Additional Rent, Parking
Garage Base Rent, Operating Expense Additional Rdrdefined below) and any other items referi@ds "Additional Rent" provided for in
the Lease.



(i) Base Floor Rent. "Base Floor Rent" means asetlzice rent commencing October 1, 2000 (becorappiicable to the Expansion Premi
(defined below) as it is added to the Premises)isiad follows:

FLOOR(S) COST PER SQUARE FOOT PER YEAR

2nd, 3rd, 4th and 5th
(exclusive of Data Center) $10.02

5th Floor Data Center and
6th through 9th $5.15

As used herein, the term "Data Center" refers ¢alih,275 square foot area on the fifth Floor ofBla@ding constructed as a data center for
Tenant.

On October 1, 2005, October 1, 2010, October 15201 October 1, 2020, (the "Adjustment Dates"geBaloor Rent shall be adjusted in
accordance with the cumulative increase in thexr{defined below), provided that with respect tod¥k 2 through 5 (exclusive of the Data
Center), the initial deemed Base Floor Rent shaltlght Dollars ($8.00), which shall be the numiieed for the initial adjustment, and there
shall then be added to the result (as increasexhoim Adjustment Date), the unadjusted amount @232Adjusted Base Floor Rent shall be
calculated by multiplying the Base Floor Rent tirerffect for each Floor by a fraction, the numeraif which shall be the Consumer Price
Index for all Urban Consumers--U.S. City AveragdHfems, as most recently published by the U.Sp@ament of Labor's Bureau of Labor
Statistics (the "Index") for the month immediatplyor to the then current Adjustment Date, andd@eominator of which shall be the Index
published for the month immediately prior to theypous Adjustment Date (or, for purposes of calingathe first increase effective on
October 1, 2005, the Index as of September 1, 2@06yided, however,
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that the increase in Base Floor Rent for each@Hbors shall not exceed the maximum total peexged set forth below for each five (5) y
period (e.g. "Years 6-10 references the 2005 aujist).

BASE FLOOR RENT APPLICABLE YEA RS YEARS YEARS YEARS
PAYABLE FOR FLOORS FLOORS 6- 10 11-15 16-20 20-25
OCTOB ER 1, OCTOBER1, OCTOBER1, OCTOBER 1,
EFFECTIVE 20 05 2010 2015 2020
Maximum total 6-9 and 5th  22.2 5% 17.34% 17.34% 15.93%
percentage increase for Floor Data
prior 5-year period Center
Maximum total 2-5 15.0 0% 15.00% 15.00% 15.00%
percentage increase for  (exclusive of
prior 5-year period Data Center)

For example, for the first Adjustment Date, theifion adjusted Base Floor Rent for the sixth thfongth Floors and the Data Center shall
be calculated as follows:

$5.15 [the current rate/s.f.] x 1.2225 = $6.30

For the second Adjustment Date, assuming the marichange in the Index in the previous five (5) ge#re limit on adjusted Base Floor
Rent for those Floors will be calculated as follows

$6.30 x 1.1734 = $7.39.

For the first Adjustment Date, the limit on AdjudtBase Floor Rent for the second through fifth FEd@xclusive of the Data Center) shall be
calculated as follows:

$8.00 [the deemed rate/s.f.] x 1.15 = $9.20 + $2.611.22
For the second Adjustment Date the limit on adgi®ase Floor Rent for those Floors will be caledias follows:
$9.20 x 1.15 = $10.58 + $2.02 = $12.60.
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Notwithstanding the foregoing, if any such decimailtiplier is less than one, the Base Floor Reatlskemain unchanged. If the Index
discontinued, Landlord shall substitute a simifatex of consumer prices.

Base Floor Rent for the Premises has been establh a full-service basis and includes any chamgespenses for the Premises other than
telephone, janitorial and any special utility on@t requirements of Tenant as provided for in thade (which shall be paid directly by
Tenant) and includes, subject to Tenant's obligatio pay for increases in Operating Expensesailledo the Premises under Section 4.c.(v)
below, Tenant's share of any charges or expensésed@uilding and the Project, including withoimitation, common area maintenance
expenses, real property taxes and assessmentsrinsusecurity systems, electrical service, wegerice, plumbing, sewer, garbage
collection and common area janitorial service,dxdludes all expenses of operating and maintaithiag?arking Garage and, if applicable,
North Parking Garage, and also excludes all maamea expenses which are the responsibility of Tewmater the Leass

(i) Building Systems Additional Rent. "Building Stems Additional Rent" shall equal the amount nesgsto fully amortize, in equal
monthly installments over a term of twenty (20) ngeat a fixed interest rate equal to nine and aaégercent (9.5%) (the "Amortization
Rate"), the sum of the following items: (1) thealatost incurred by Landlord in the constructiorBoilding Systems (defined below) requil
by Tenant pursuant to

Section 12.a below, excluding any allocation oftsdar land (except with respect to the North Pagkitarage as provided herein), overhead
or Landlord/developer profit, plus (2) interestla# Amortization Rate accrued by Landlord during Fhase (defined below) of construction
on funds loaned by Tenant for Building Systemsetbgr with interest paid by Landlord during the
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Phase on any other funds utilized by Landlord forstruction of Building Systems at a rate not toe=d the prime interest rate established
from time to time by Bank of America or its sucamsiank (the "Prime Rate") plus one percent (1#g (Construction Interest Rate") plus
(3) a construction supervision fee payable to Lardequal to three and one-half percent (3.5%hefHard Costs (defined below) of
constructing the Building Systems; provided, howesach construction supervision fee shall be tmd one-half percent (4.5%) of the Hard
Costs for the construction of the North Parkingdger Building Systems Additional Rent with resgeatach Phase of the Building Systems
(including Phases related to the Expansion Preinsbed| be calculated separately and shall be durthity commencing on the first (1st) day
of October following completion of the particulahdse of Building Systems, and payable monthly faithg written notice given by Landlord
to Tenant setting forth the total cost of such BheBuilding Systems and the calculation (or regkation) of monthly Building Systems
Additional Rent (with the initial payment adjustedinclude Building Systems Additional Rent accrdienn and after October 1 of the year
the Phase is completed), and ending on the etol@ccur of (1) the expiration of the Lease, ortt® first day of the 240th month from the
date of first payment (with respect to that Pha&e)used herein, "Hard Costs" shall mean directscosurred by Landlord and payable to
third-party contractors, subcontractors or supglfer labor, materials or equipment furnished ® Bmoperty in connection with the
construction of Building Systems (or, where appiate; Building Amenities (defined below) or the Hag Garages) including architects and
engineering fees and Building Plans (defined belda) (except for the North Parking Garage) exeigdiny costs allocated to or incurred
land, overhead, Landlord/developer fees or profifsultant fees, general conditions or supervifdes, financing fees, governmental or
permitting fees, and taxes other than sales ta@sef
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October 1, 2000, the Building Systems AdditionahRetaled $114,728.70 per month. With respectuddihg Systems Additional Rent on
the Initial Premises (including the remaining baild of the sixth Floor), Tenant may make a one-titm@nge to the Amortization Rate or
amortization schedule for such amounts providetinbasuch change may increase the "unamortizedhbalthat would otherwise exist at
end of the Initial Term of this Lease. With resptecBuilding Systems Additional Rent on Requireddmtional Expansion Premises (defined
below), Tenant may change the Amortization Ratemortization period used to calculate the BuildBygtems Additional Rent for each
Phase at the time the Building Systems AdditiorettRor that Phase first becomes due by givingtaminotice of the requested change to
Landlord by not later than September | of such Bhpsovided that no such change may increase tiamiartized" balance that would
otherwise exist at the end of the Initial Termla&tLease.

(iii) Building Amenities Additional Rent. "Buildindmenities Additional Rent" shall equal the amonatessary to fully amortize in equal
monthly installments over a term of ten (10) yestra fixed interest rate equal to the AmortizafRate the sum of the following items: (1) the
total cost incurred by Landlord in the constructarBuilding Amenities required by Tenant pursuemSection 12.a. below, excluding any
allocation of costs for land, overhead or Landldedkloper profit, plus (2) interest at the Amortiga Rate accrued by Landlord during the
Phase of construction on funds loaned by TenarBfiiiding Amenities, together with interest paid lbbgndlord during the Phase on any other
funds utilized by Landlord for the constructiontbé Building Amenities at the Construction Interi@ste, plus (3) a construction supervision
fee payable to Landlord equal to three and onegwlfent (3.5%) of the Hard Costs of constructigBuilding Amenities. Building
Amenities
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Additional Rent with respect to each Phase of thiddBig Amenities shall be calculated separatelg sinall be due monthly, commencing on
the first (1st) day of October following completiohthe particular Phase of Building Amenities, gayable monthly following written noti
given by Landlord to Tenant setting forth the tata$t of such Phase of Building Amenities and thlewdation (or recalculation) of monthly
Building Amenities Additional Rent (with the initipayment adjusted to include Building Amenitiesditabnal Rent accrued from and after
October 1 of the year the Phase is completed)eadidhg on the earlier to occur of (1) the expinatid the Lease, or (2) the first day of the
120th month from the date of first payment (witBpect to that Phase). As of October 1, 2000, thkliBg Amenities Additional Rent totaled
$53,498.72 per month. With respect to Building Aities Additional Rent on the Initial Premises (uding the remaining build-out of the
sixth Floor), Tenant may make a one-time changhe@cAmortization Rate or amortization schedulesisch amounts provided that no such
change may increase the "unamortized" balancentbald otherwise exist at the end of the Initial feof this Lease. With respect to Buildi
Amenities Additional Rent on Required or OptionapBnsion Premises, Tenant may change the Amodiz&ate or amortization period
used to calculate the Building Amenities AdditioRant for each Phase at the time the Building AtresiAdditional Rent for that Phase first
becomes due, by giving written notice of the retgetshange to Landlord by not later than Septerhldrsuch Phase, provided that no such
change may increase the "unamortized" balancentbalid otherwise exist at the end of the initiahtesf this Lease.

(iv) Parking Garage Base Rent. "Parking Garage Base" for the Parking Garage shall equal (i) $99,21 per month. Parking Garage Base
Rent for the Parking Garage shall be due and payabhthly through June 30, 2016. Rent for the NBalking
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Garage shall be calculated in the same mannendsneluded in the Building System Additional Regxcept that the cost of the BN Parcel
(defined below) and the value (determined on timeesper square foot basis as the cost of the BNeBaitthe Landlord's Garage Parcel
(defined below) will be included. After Parking Gge Base Rent for the Parking Garage and for thithNRarking Garage terminates as
provided herein, rent for each of such Parking Gesashall be the Effective Fair Market Rent therdefermined as provided in

Section 3.b. above, provided that in calculatinghsiffective Fair Market Rent, one of the factdrattshall be considered is the amount that
the Landlord would pay to a professional garageatpe (i.e. the Effective Fair Market Rent is néab additional expenses that Landlord
would incur if Landlord took over the Parking Gagaw the North Parking Garage and contracted te itaoperated in the open market
outside of this Lease).

(v) Adjustments for Increases in Operating ExpenBesit hereunder shall be adjusted as of Janu&QQ1, and on January 1 of each year
thereafter to reflect annual increases in Operdiixgenses for the Project over the "Base Year'9861 As used herein, the tenor "Operating
Expenses"” shall include real estate taxes anditinhnd property damage insurance on the Progeatiuding the Parking Garages (real estate
taxes and insurance relating to the Parking GamadeNorth Parking Garage are charged separatefddifonal Rent, pursuant to Sections
14 and 15 below), utilities (including local telepte service charge of Landlord's building managermgice), common area janitorial
services, security systems, facilities personhel,shanagement fee actually charged to the Prdjectant's share of which pursuant to Sec
4.c(v) (2) shall not to exceed four and one-hattpet (4.5%) of the gross annual Rent paid by Tetmahandlord hereunder) maintenance
(including elevators, HVAC, the Building, parkingeas, and landscaping) and trash removal, windoghing and roof
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repairs. Landlord and Tenant agree that the Opgr&xpenses for the Base Year (the "Operating Esg8ase") are deemed to be $2.02 per
square foot of Rentable Space in the Premisesafoulations of increases in Operating Expensepéaiods after January 1, 2001. For the
purposes of calculating the annual increases irddipg Expenses over the Operating Expense Baseasle to the Premises, the following
allocation methods shall be used:

(1) Any Operating Expenses separately allocabtbeéd®remises will be allocated solely to the Presjiprovided that in the case of any
separate allocation, all tenant spaces (but notdhemon areas and facilities) in the Project shithier be subject to the same special
allocation or the cost of providing such serviaesiie other tenants' space shall be excluded fnen®perating Expenses on which Tenant's
share is based;

(2) Building security, Building maintenance, Buiidi staff, Building management fee (not to exceen &md one-half percent (4.5%) of the
gross annual Rent paid by Tenant hereunder), repkpty taxes and insurance on the Property (ekajuthe Parking Garages), and all other
Operating Expenses not specifically set forth ia Section shall be allocated on a per squarelfasis using the ratio of the blended average
of the total number of square feet of Rentable 8mdthe Premises in Actual Use during applicalgleqals to the total number of square feet
of Rentable Space in the Building (excluding thekibg Garages).

(3) Elevator and HVAC maintenance will be allocasesdprovided in Section 4.c.(v)(2) above exceptfor elevators serving only the
Premises, which maintenance will be allocated tliy¢o Tenant.

(4) Electricity and gas will be metered at the Fisss and will be allocated directly to Tenant.
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(5) Janitorial work and supplies will be allocatessed on the actual costs paid by Landlord to théuties to clean and supply the common
areas and facilities of the Building. Tenant h&s®ld to provide its own janitorial services in Bremises. The calculations of Base Floor

Rent and Operating Expense Base set forth aboleetdiis fact, and the cost of janitorial serviteshe Premises and to the premises of «
tenants shall not be an Operating Expense.

(6) Real property taxes for the Building (excludihg Parking Garages) will be allocated based tipermethods employed by the King
County Assessor to determine the assessed vathe ohprovements to the Property, calculated amdessed on a cost per square foot basis.
If the assessed value of the Building is estabtidhecapitalizing the net operating income from Bhalding, then Tenant's allocation of real
property taxes will be based on a comparison ofiland's net operating income derived from the Psemiexcluding the Parking Garages)
under the Lease to the total net operating incaménhe Building. If the assessed value of the Bogds based on value of the improvements
made to the Building, including the Building Impeouents (defined below), Tenant's allocation ofrda property taxes shall be reasonably
allocated based on the level of improvements irPitemises compared to the level of improvementl@bther premises in the Building.

If after Landlord's good faith application of tharégoing allocation methods Landlord and Tenamatoagree on the exact share or amou
real property taxes to be included in Operatingdfiges, the dispute shall be resolved in accordaiticeSection 44 below.

Notwithstanding any other provision of this Leas$e, following shall be excluded (or, as applicableducted) from the calculation
Tenant's share of Operating Expenses: (A) theafagfpairs or other work occasioned by fire, wilndst or other casualty or loss in excess of
the
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insurance proceeds therefor (or, if greater, tlregeds that would have been available had Landhaidtained the insurance required to be
maintained by Landlord pursuant to this Leasejyothe exercise of eminent domain; (B) rental cesimns or lease buyuts; (C) the costs
renovating or otherwise improving or decoratingnpag or redecorating space (exclusive of the cammreas and facilities) for any tenants
or other occupants of the Building, including, waith limitation, Tenant; (D) the cost of any worksarvice performed for and electricity
supplied to any tenant or occupant (other than iigna the extent the cost of such work or seriscexcess use" by such tenant, which shall
mean the extent to which the cost exceeds theagreffi) the cost of the standard amount or I®feduch work, service or electricity provic
to tenants or occupants of the Building in genemalji) the cost of the amount or level of workpgce or electricity made available by
Landlord to Tenant without after hours or othercsglecharge under this Lease; (E) depreciationp{ferhead or profit paid to Landlord,
subsidiaries or affiliates of Landlord, for sengaen or to the Building or common areas and féediif and to the extent the cost therefor
exceeds competitive costs for such services in emaiybe office buildings located within five (5) d of the Building were they not so
rendered by Landlord, or by a subsidiary or affdliaf Landlord; (G) payments of principal, interesother payments of any kind on any
deeds to secure debt, mortgages, ground or undgiigases, or other hypothecations for securigllair any part of the Building or common
areas and facilities by Landlord; (H) Landlord'sigeal overhead and any other expense not diresitiyed to the Building or common areas
and facilities, except if included in Landlord's mgement fee; (1) all items, services and/or gdodsrhich Tenant or any other tenant,
occupant, person or other party is obligated tobeirse Landlord or to pay third parties includitig_andlord provided repair and
maintenance services to any tenant space in er€ess
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those services provided to Tenant pursuant to @&edf3.a; (J) advertising and promotional expens#snaspect to leasing space in or selling
the Building; (K) brokerage, legal and professidiegls expended by Landlord in connection with nie¢gjog and entering into any leases and
any related instruments (including, without limidbet, guaranties, surrender agreements, leasing@dmamts and consents to assignment or
subletting) with any tenant or other occupant of partion of the Building, and the enforcement oy @uch instruments; or which are
expended or incurred by Landlord in connection \lith negotiation and entering of sale, ground lgi@s@ncing, partnership or similar
transactions pertaining to the Building, or anytjpor thereof, and/or of Landlord or an interestandlord, including without limitation,
promissory notes, security deeds, mortgages, grounthster leases, purchase and sale agreemetidsispnd any and all similar and/or
related documents, instruments and agreementstajes inheritance, gift, franchise and income $axfd_andlord (except for any such tax
which is levied in lieu of or in substitution fony current or future real property taxes); (M) waggalaries and other compensation paid to
employees of the Landlord at the Building who drewve the level of Property Manager, except as dedun Landlord's management fee;
the costs and expenses of maintenance and opecdtiather of the Parking Garages, which are seplgrarovided for under this Lease; (O)
all items that would be capitalized under generatlgepted accounting principles as of the datedfieseept to the extent amortization of
such item is less than the reduction in OperatixigeBses achieved by such item; (P) the cost ohdafg against claims in regard to the
existence or release of Hazardous Substances éddsielow) at the Building or common areas anditasland costs of any clean-up of any
such Hazardous Substances; (Q) costs and exp@esesed in connection with compliance with or tlimiesting or settlement of any clain
violation of law or requirements of law if such law
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was in effect and applicable to (i) the common suaad facilities as of the Commencement Date ofriital Amended Lease or (ii) any
portion of the Premises at the time the Buildingt8gns or Building Amenities were constructed asutth portion; (R) interest, penalties or
damages incurred by Landlord under any agreemenmhitth Landlord is a party by reason of the defatiltandlord; (S) expenses incurred in
connection with relocating tenants in the Buildi(if) the cost of installing, operating and mainitagnany specialty service or special facility
such as daycare, health club, cafeteria or diradify or luncheon club, other than those faahktigenerally made available to tenants of the
Building without costs; (U) the costs of acquirisgcuring, cleaning and maintaining works of ar); gny item or service that Landlord is
specifically required by any provision of this Leas provide at Landlord's expense, and (W) akoitems for which Tenant or any other
tenant, occupant or other party compensates Lashdorthat no duplication of payments by Tenaribdrandlord shall occur.

Commencing January 1, 2001, and continuing onitheday of each calendar month thereafter, Teshall pay to Landlord as "Operating
Expense Additional Rent" hereunder, an amount eguahe-twelfth (1/12th) of the amount by whichuedtOperating Expenses for the

calendar year in question, as estimated by Landloddallocated to Tenant, exceed the OperatingiSqeeBase, as calculated, estimated and
reconciled as provided herein.

Notwithstanding the foregoing, increases in OpagpExpenses for the Limited Operating Expensesr(eéfbelow) shall not exceed tht
percent (3%) per annum, compounded but not cumvelgbirovided that if such Limited Operating Expenserease by more than eight
percent (8%) per annum, the increase over the pigieent (8%) will be paid by Tenant as a surchasdpch surcharge shall be included in
the base calculation for increases in Limited OpegaExpenses for the following year. As used heregal property taxes, property
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and liability insurance premiums and all utilitiéscluding but not limited to electricity, wateewer and gas are collectively referred to as
"Unlimited Operating Expenses" and all Operatingp&nses other than Unlimited Operating Expenseséeered to as "Limited Operating
Expenses". As an example, in 1995 the Operatinggisg@ Base (for all Operating Expenses) was $2.68dliding janitorial service of
$.562), and the cost of the Limited Operating Exgasnwvas $1.801, so that the increased rate peresipea per annum for Operating Expense
Additional Rent hereunder allocable to increas®jerating Expenses for 1996 through 1999 was &sifsl

OPERATING EXPENSES

ACTUAL ALLOWED ACTU AL ACTUAL ALLOWED
LIMITED LIMITED UNLIMI TED TOTAL PASSTHROUGH
1995 $1.801 $1.801 $0.7 84 $2.584 $2.584
1996 $1.905 $1.855 $0.9 29 $2.835 $2.784
1997 $2.171 $2.078 $1.0 96 $3.267 $3.175
1998 $2.195 $2.141 $1.0 67 $3.262 $3.208
1999 $2.240 $2.205 $1.0 16 $3.255 $3.221

The above table is for purposes only of illustrgtihe operation of the cap, as it includes the B cost of janitorial service to the
Premises (as per the Initial Amended Lease prithitoRestated Lease). Commencing January 1, 28@i1grial services to the Premises and
any other tenant premises is excluded from Opeg&ikpenses.

On or before April 30 of each year, Landlord shigitermine actual Operating Expenses for the imniglgtipreceding year, and shall provide
Tenant with a written statement setting forth itedeéhe comparison of estimated and actual Opagdtixpenses for such year. In the
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event Tenant overpaid Operating Expenses for seah {enant shall have the right to offset the pagment against Operating Expense
Additional Rent falling due thereafter. In the ev&enant underpaid Operating Expenses for such Jeaant shall pay to Landlord the
amount of the underpayment within thirty (30) déglfowing receipt of Landlord's statement.

Each notice provided by Landlord to Tenant wittpezs to calculations of Operating Expenses and &iper Expense Additional Rent due
under this

Section 4 shall be accompanied by reasonable batdeymentation supporting such calculations, antameshall have the right to review
and audit all pertinent information and documentatielating to these figures upon reasonable advaatice to Landlord for one (1) full
calendar year following the conclusion of the cdeamyear in question. If Tenant's audit reveals lthadlord miscalculated the actual
Operating Expenses by more than a factor of theeegnmt (3%), Landlord shall reimburse Tenant fothatd-party costs incurred by Tenani
conducting such audit. Landlord shall keep alliperit backup information and documentation foreast three (3) years after the year in
guestion.

5. Additional Premises.
a. Required Expansion.

() Required Expansion Premises. Provided Land®able to provide the required additional parkisgdescribed in Section 15, Tenant shall
lease an additional area of 200,000 square feRenfable Space on the third, fourth and fifth Féooirthe Building (the "Required Expansion
Premises") which Required Expansion Premises wilbisated as shown on Exhibit E ("Space Plan Reduiixpansion Premises") attached
hereto and incorporated herein by reference. Testail begin Actual Use of (or begin paying a Ho@fiFee as provided below) for Required
Expansion Premises not later than six (6) monthsviing
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the dates shown in the agreed upon schedule fatremtion availability (the "Required Expansion 8dhle") attached hereto as Exhibit F
incorporated herein by reference, which Requiregagsion Schedule will provide for Tenant to leasleast 50,000 square feet of new space
in the Required Expansion Premises each year cogingean October 1, 2001. The dates in the Requipghnsion Schedule are the dates
on which Landlord must be prepared to make theiegile Required Expansion Premises available foxmencement of construction of
Building Systems, Building Amenities and Tenant imgements (defined below). As provided further kgleuch Required Expansion
Premises shall thereafter be added to the Premis@stual Use by Tenant, provided that if ActuakUss not occurred by six (6) months
after the applicable Required Expansion Premisesrade available for construction, then the Holdieg may become applicable as
provided in Section 5.c.

(i) Timing and Construction. Tenant has given Land notice of takedown of the 4th Floor space entlly occupied by Olympic West
Sportswear, Inc. ("Olympic West") (as shown on BXHE as floor location 4th NE), with an availabilfor commencement of construction
date of December 1, 2000. Tenant has given Landlotide of takedown of the northeast corner ofatreFloor (as shown on Exhibit E as
floor location 5th NE) with an availability for camencement of construction date of April 1, 2001ndr& shall give Landlord at least nine
months notice (an "Expansion Notice") in the forttaehed as Exhibit G of Tenant's intent to takedawy other Required Expansion
Premises. The space described in any Expansiocé\sitiall be referred to as the "Designated Expari@iemises"”. Each Expansion Notice
will set out the location, the proposed date ofstarction commencement (not earlier than the desiggdated on the Required Expansion
Schedule) and proposed date of Tenant's Actuabbtidee space, and will be for a minimum of 25,0q0a&e
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feet of Rentable Space in the Building. Upon retcef¥enant's Expansion Notice, Landlord shall aomfthe availability of the Designated
Expansion Premises. Following the giving of an Exgdan Notice, Tenant shall provide Landlord, nééddahan sixty (60) days prior to the
scheduled availability for commencement of congtomg permit ready plans and specifications appddwe Tenant, and Landlord shall
promptly apply for all necessary building permits €onstruction of improvements to the DesignategaBsion Premises and shall work
diligently using its best efforts to promptly obita&uch permits and to construct such improvemengsearequired to be constructed by
Landlord under this Lease. Each time the Premisesxpanded by the inclusion of Required ExpanSipace and upon the request of either,
Landlord and Tenant shall execute an Expansiorificate.

b. Optional Expansion.

Provided Landlord is able to provide the requirdditional parking as described in Section 15, aftemant is in Actual Use of all of the
Required Expansion Premises, as provided heremariteshall have the option to lease an additioB@|@0 square feet of space in the
Building (the "Optional Expansion Premises" andexilvely with the Required Expansion Premisesg 'EHxpansion Premises") which
Optional Expansion Premises will be located as showEXxhibit H attached hereto and incorporate@ihdvy reference (the "Space Plan
Optional Expansion Premises"). The timing for como®ment of construction of the Optional Expansicenttses is set forth in a schedule
(the "Optional Expansion Schedule" and collectiweith the Required Expansion Schedule, an "ExpanSichedule™) attached hereto as
Exhibit | and incorporated herein by reference.drdrshall give Landlord an Expansion Notice a mummof nine (9) months prior to
Tenant's proposed date of availability for commemeet of construction of any of the Optional ExpandPremises. Each such Expansion
Notice will
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designate the location of the proposed OptionablBgn Space and the proposed date of commencefmamistruction (not earlier than the
date designated on the Optional Expansion Scheduotépf proposed date of Actual Use, and will lreafoninimum of 25,000 square feet.
Upon receipt of Tenant's Expansion Notice, Landkirdll confirm the availability of the Designatedpansion Premises. Following the
giving of an Expansion Notice, Tenant shall provigedlord, not later than sixty (60) days priothe scheduled date of availability for
commencement of construction, permit ready plasspecifications approved by Tenant, and Landlbedl promptly apply for all necesse
building permits for construction of improvemerasttie Designated Expansion Premises and shall ditiglently using its best efforts to
promptly obtain such permits and to construct sogirovements as are required to be constructedalngliord under this Lease. Each time
the Premises are expanded by the inclusion of @atiExpansion Space and upon the request of elthadlord and Tenant shall execute an
Expansion Certificate. If Tenant is not in ActuaddJof the Designated Expansion Premises withiiggimonths after the scheduled date of
availability for commencement of construction asfegth in Tenant's Expansion Notice, a Holding Bball be paid if and to the extent
provided in Section 5.c.

c. Tenant's Failure to Occupy Premises.

In the event Tenant has not commenced Actual Usleecimount of square footage of Rentable Spateraguired to satisfy (i) the
requirements of the Required Expansion Scheduleeiitase of Required Expansion Premises or (iipttaal Use date of Optional
Expansion Premises based on the Optional Expafsemises Expansion Notice (calculated in each @agke basis that applicable
Expansion Premises are scheduled to be in Actualbysix (6) months after the scheduled dateti ise available for the commencement of
construction),
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then Tenant shall pay a Holding Fee on the amoymitich Tenant's Actual Use of such Expansion Psemiis less than the Designated
Expansion Premises; provided that (i) this provisball not apply to any such Expansion Premisesrevall of the Building Systems and
Building Amenities, if any, and Tenant Improvemenése been substantially completed (because aftestantial completion the Expansion
Premises must be placed in Actual Use or be placadSpace Pocket), and (ii) no Holding Fee or otharge shall be due for any period in
which the lack of substantial completion or ActUsle is due to Landlord-caused delay (and Tenatitrebtareceive any credit for any rent
received by Landlord for such space during sucfogirThere are two levels of Holding Fee. Firsttite extent the delay in substantial
completion is not due to the fault of either Landlor Tenant, the Holding Fee shall be at a ratektp the total storage rent per square foot
of Rentable Space per annum (including expensetpessghs) Landlord is then charging to third pegtior similar space (the "Total Storage
Rent") payable monthly until the date Tenant is\@tual Use of such space (with proration for angtiphmonth). Second, to the extent the
delay in substantial completion is caused by thiét faf Tenant in not meeting required timelinesotrerwise, the Holding Fee shall be at a
rate equal to $1.50 per square foot of Rentable&par annum plus the Total Storage Rent for spabes payable monthly until the date
Tenant is in Actual Use of such space (with prorafor any partial month). In either situation ihieh a Holding Fee is due, Tenant shall

receive as a credit against such Holding Fee amgshbat Landlord receives as rent (including expgyass throughs) for such space from
third party.
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d. Landlord's Obligation to Provide Space Priothi® Agreed Upon Option Dates and to Accommodatest8utions.

() Required Expansion Premises. If Tenant wisbdake down Required Expansion Premises prior te pi@vided in the Required
Expansion Schedule, Landlord shall use its besttsffo accommodate such accelerated take dowssutdedo so would cause Landlord to
breach an existing lease of such space. If Landtoag make such space available by refusing to dxadrase, terminating a month-to-month
tenancy, or exercising a termination clause, Lamndéhall do so, so long as Tenant pays any rehaa result of Landlord's termination of
such lease prior to the scheduled date of avaithalfdr commencement of construction. Landlord shatify Tenant of the potential lost rent
prior to terminating the applicable lease. In laggjor renewing leases of) Required Expansion Ryesrtio third parties after January 1, 2001,
Landlord shall either limit the term of new or rere leases or include a termination clause suchattianew or renewal lease of Required
Expansion Space may be terminated without chargebmore than nine (9) months notice. If Tenarghes to accelerate take down of
Required Expansion Space that is subject to a enitable lease, Landlord agrees to use its bst®fo relocate the tenants in the desired
Required Expansion Space to another location ifBthilling. Landlord shall, prior to making suchaetion, notify Tenant of any
unavoidable additional costs Landlord will incurimmplementing such relocation, and if there arehstasts, the relocation shall be subject to
Tenant agreeing to pay such costs.

(i) Optional Expansion Premises. Landlord is nobligated to provide Optional Expansion Premised the dates listed in the Optional
Expansion Schedule. Landlord agrees, however,datsibest efforts to relocate and/or exercise iteation clauses
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of other tenants that are in the desired Optioxplsion Premises if Tenant's needs for OptionpbESgion Space accelerate. Landlord shall,
prior to making any such relocation or terminatioatify Tenant of any unavoidable additional cdsasdlord will incur in implementing suc
action, and if there are such costs, the relocatidermination shall be subject to Tenant agre&ingay such costs. If the third party tenant
can't be or isn't moved and the lease is not ofiserterminable, Landlord agrees not to extend shuicth party's lease beyond its existing te

(iii) Substitutions. Landlord agrees to use itssmrable best efforts to accommodate Tenant's resgiceanodifications of the Required
Expansion Schedule and Optional Expansion Schaaduibich one designated space is substituted fothem, so long as the total square
footage required to be taken by any given time iwithe applicable category (i.e. Required or Orlpis not thereby reduced, and Landlord
receives the same total rentals as it would haseived but for the substitution.

(iv) Revision of Applicable Schedules. If Tenantkas a request for accelerated take down of Expari&iemises and/or modifications of the
Required Expansion Schedule or Optional Expansahre&ule in which one designated space is substifateanother, Landlord shall use
reasonable best efforts to respond to such regutsh twenty-one (21) days after the request, #nadparties shall work in good faith to
resolve any issues as expeditiously as possiblenléptablishment of a modification to the RequEagansion Schedule or Optional
Expansion Schedule, the parties shall initial, daug attach to this Lease such revised scheduleswsh modified schedule shall thereafter
govern the rights of the parties hereunder.
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e. Right of First Refusal.

Tenant shall have a right of first refusal to leasg space designated as Required Expansion PsearideOptional Expansion Premises,
provided Tenant has first given Landlord writtertio® that Tenant needs to accelerate its expamsithe Building, which notice will include
the amount of additional space needed by Tenaratddiition, Tenant shall have a right of first reflu® lease the space currently occupied by
Sears in the Building at the expiration or eatiggmination of the current Sears lease. Thesegightirst refusal shall be exercised by Tenant
giving Landlord written notice of its intent to kmse such space within ten (10) days of writteitadrom Landlord as to the availability of
such space. The Rent for the Required and OptEexhnsion Premises will be as provided herein,Rewt for the space currently rented to
Sears will be (1) until the date the Sears leas@ldvioave expired according to its terms, the greaftéhe scheduled rent under the Sears lease
or the Base Floor Rent then being paid by Tenarthersecond through fifth Floors, and (2) afterdaée the Sears lease would have expired
according to its terms, the fair market value farikar retail space in its then existing conditiaietermined as provided for Effective Fair
Market Rent in Section 3.b. above.

f. Additional Premises.

For the purposes of this Lease, any portion oRbguired Expansion Premises and Optional Expariiemises in Actual Use by Tenant :
the Sears space, if leased by Tenant as providethhehall be considered to be Additional Premieesill purposes hereof.

6. Space Pockets.
a. Definition.

"Space Pockets" are office/workstations within Reguired or Optional Expansion Premises built ouffenant's future use, on which rent is
not paid by Tenant until (i) such
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office/workstations are placed in Actual Use, drdispecific date as specified below, whicheveuos first.
b. Measurement.

The square footage of Rentable Space of the Spadeef? shall be a fixed amount based on the sitleeohdditional Premises on which the
improvements have been constructed, as the casbenayd the number of offices/workstations, if,dnysuch space as measured in
accordance with Exhibit C. This fixed amount sl&llthe average size of each office/workstatioanif, and its pro rata share of "Circulation
Space" (hallways, copy rooms, conference roomsoédmet non-office areas) in the designated Additi®tramises.

For example, if the designated Additional Premtsésl 60,000 square feet and contain 200 officelkatations per the applicable space plan
for the Additional Premises, then the average efiiorkstation and its pro rata share of Circulatgace totals 300 square feet (60,000
square feet divided by 200 office/workstations € 3quare feet).

Accordingly if Tenant designated 50 office/work&ias as Space Pockets, then the total squareffSgiace Pockets would be 15,000 square
feet (50 offices x 300 square feet / office = 1B,8Quare feet of Space Pockets). In this exampleffece/workstation, regardless of its actual
size, is deemed to be a 300 square feet SpacetHockeirposes of measuring the designation of ctual Use of Space Pockets.

The actual number of office/workstation as showrtmnapplicable space plan and the square footagerdable Space of the designated
Additional Premises as measured in accordancemaqttibit C is conclusive and final.
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c. Actual Use.

"Actual Use" of any of the Additional Premises ardépace Pockets is defined as when Tenant moteanma uses the offices/workstations,
if any, in such designated Additional Premisesudirig those that Tenant had previously designagesipace Pockets for any purpose other
than inactive storage or when Tenant moves intoused any of such designated Additional Premiseshwdoes not contain
office/workstations. Once offices/workstations thefre previously Space Pockets are in Actual U the square footage of Rentable
Space added to the Premises to calculate the lReatsethe deemed square feet of Rentable Spabesd# Space Pockets offices/workstati
in Actual Use.

For example, using the same Space Pocket per fffickstation number as set out in the example tti®e 6.b. above, if Tenant placed 10
additional offices/workstations in Actual Use, thBenant would start paying Rent on 3,000 additicgalare feet of Rentable Space. The
calculation is 10 offices/workstations times 300a@ feet of Space Pocket per office/workstatiamaéx3,000 square feet of Rentable Space
of total Space Pockets now in Actual Use.

The use of Circulation Space around offices/woticta that are designated as Space Pockets ierotatl to be Actual Use. The setup or
storage of furniture in offices/workstations isafeot deemed to be Actual Use.

d. Maximum Amount of Space Pockets.

Tenant shall have the right to Space Pocket up¢oty five percent (25%) of any Required or Optidegpansion Premises included in any
Designated Expansion Premises. All Space Pockstigraged in Designated Expansion Premises shaébmed to be in Actual
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Use six (6) months from the date of Tenant's fircstupancy of any of the Designated Expansion Pesiswhich such Space Pockets are
located.

The sizes, locations, and configurations of thec8gockets shall be determined by Tenant prioetwafit's occupancy of any of the
Designated Expansion Premises in which such SpadeB are located and Landlord shall be givertayrihotice, in the form attached
hereto as Exhibit J ("Space Pocket Designationthefsizes, locations and configurations of thecBgeockets prior to the date Tenant takes
occupancy of any such Designated Expansion Premises

Tenant shall give Landlord five (5) days prior wait notice when Tenant desires to place in Actisa &hy portion of the Space Pockets,
provided such Actual Use shall occur only on thst for fifteenth of a month and the minimum squfamage of Space Pockets that Tenant
can place in Actual Use at any given time is 2,8Q0are feet. For example, using the example st ifor

Section 6.b., if Tenant only needed to occupy &e# totaling 1,800 square feet of Space Pocketsafit would have to place into Actual
one more office/workstation such that the Spac&&sgut in Actual Use would equal 2,100 squaré (f2effices x 300 square feet).

e. Right to Relocate Space Pockets.

Subject to the provisions of this Section 6, Tersvall have the right to "relocate” Space Pocletctommodate growth, shrinkage or
reshuffling of various departments and/or suppaas in the Designated Expansion Premises; proyvidiowing such relocation, the total
area of the Space Pockets in a specific Desigriatpednsion Premises may not be greater than thieat@ta of the Space Pockets in such
Designated Expansion Premises prior to such rettafor example, Tenant's employees may vacatk stations and relocate into Space
Pockets totaling equal or more square footage tthase vacated, and the vacated work stations shall
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become Space Pockets; provided that Tenant shiadédoce its Rent by relocating Space Pockets. Miestall notify Landlord in writing
when such relocation is to occur, and any of Tésawaist of relocating shall be paid by Tenant.

7. Use of Premises.

Tenant will use the Premises for general office ds#a center, training, storage, R&D Labs, tetstian, model store, pilot plant, roaster and
other related purposes and for no other purpostb®utiLandlord's prior written consent, which camtsghall not be unreasonably withheld or
delayed. Tenant shall comply with all statutesesubrdinances, orders, codes and regulations velnechpplicable to Tenant's use and ma

of use of the Premises, provided that Tenant stwlbe responsible to make any structural repamgtovements, replacement or alteratior
the Premises, the Building and/or the Project deoto comply with requirements of this Sectionnfess caused by a change in Tenant's use
of the Premises. Tenant shall not use or permiPtieenises to be used in any manner which wouleas® the existing rate of insurance on
the Building or cause the cancellation of any iasge policy covering the Building, nor shall Tenpetmit to be kept, used or sold anywhere
in or about the Premises or the Building any eqeiptnmachinery, apparatus or device which may bhipited by the provisions of the
standard form fire insurance policies in use in$tate of Washington, unless Tenant, at its sgeese, obtains an endorsement to the policy
allowing such activity. Tenant, shall not during tierm of this Lease, (a) commit or allow to be outted any waste upon the Premises, or
any public or private nuisance or other act orghirhich materially disturbs the quiet enjoymenan§ other tenant in the Building, (b) allow
any sale by auction upon the Premises, (c) plagéaaus upon the floor, walls, or ceiling of theeRiises which endanger the Building, (d)
use any machinery which will adversely affect ttracture of the Building or any
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Building system, (e) place any harmful liquids e tdrainage system or in the soils surroundin@thiling or (f) unreasonably interfere with
other tenants of the Building. Tenant shall nothet the prior written consent of Landlord, usg apparatus, machinery, equipment or
device in or about the Premises which will causesarbstantial noise or vibration. If any of Tenamiffice machines and equipment should
disturb the quiet enjoyment of any other tenarth@Building, then Tenant shall provide adequaselation, or take such other action as may
be necessary to eliminate the disturbance, aleagiiit's sole cost and expense. Tenant shall ne¢ @aypermit any waste material or refuse to
be dumped upon or remain upon any part of the Bigldr the Property outside the Premises, excegegignated receptacles, nor shall
Tenant cause or allow any materials, supplies,pegent, finished products or semi-finished prodactarticles of any nature to be stored
upon or remain upon the Building or the Propertisime the Premises.

8. Food Service Operator.

Landlord covenants and agrees to use its besteffoprovide, whether through lease or operatmgngement, a food service operator for
Building cafeteria reasonably acceptable to Teranotyided, however, that in no event shall Landloedobligated to breach or terminate any
lease agreement with any existing tenant. Landibadl consent to Tenant's operation, subject tdicgipe statutes and regulations, of a
private cafeteria within the Premises, subjectiitaiming appropriate governmental permits, whichdlard agrees to use its best efforts in
assisting Tenant to obtain. In the event of thdratipn or earlier termination of the existing ledsetween Landlord and Pioneer Human
Services ("Pioneer") on the third Floor of the Bling (the "Pioneer Lease"), Tenant shall have itjie to lease the premises vacated by
Pioneer (the "Pioneer Space") on the same termsamditions as set forth in the Pioneer Lease,
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except that the term shall be the Term of this eand rent for the Pioneer Space shall be theegrefi(a) One Thousand Dollars ($1,000
per month; or

(b) the average rent paid by Pioneer under theeeiobease for the last twelve

(12) full months prior to the expiration or earltermination of the Pioneer Lease which will ber@ased thereafter on an annual basis based
on changes in the Index. Tenant shall have the aigti option to sublease the Pioneer Space wittendlord's consent for the operation of a
retail food service facility of similar or betteugjity; provided, however, that in the event that rents received by Tenant from subleases of
the Pioneer Space exceed the rent paid by Tenatited?ioneer Space, fifty percent (50%) of suateeg shall be paid to Landlord. Landlord
shall have the right to audit the records regardimg such subleases on the same basis as prowi&sgtiion 4.c.(v) regarding Operating
Expenses.

9. Rules and Regulations.

Tenant and its agents, employees, and servantatvell times observe, perform and abide by athefreasonable, nondiscriminatory rules
and regulations (the "Rules and Regulations") afdlard relating to the Building. Attached heretdzhibit K are the current Rules and
Regulations of the Building. Landlord may changexdd the Rules and Regulations, from time to tipneyided that Landlord agrees that any
additions or amendments to the Rules and Regutatibthe Building shall not be inconsistent witle lerms and conditions of this Lease or
impose any additional financial burdens on Tena&ny, additions or amendments to the Rules and Régakwhich are inconsistent with tl
Lease or increase the financial burdens on TeratltIse null and void with respect to Tenant.

35



10. Care and Surrender of Premises.

Tenant shall take good care of the Premises asdawin the Lease except for repairs required hetieebe made by Landlord. On the
expiration or sooner termination of this Lease, argnwithout notice, will immediately and peacefuuit and surrender the Premises in good
order, condition and repair (reasonable wear aad tamage by fire or other casualty or mattersiwhre Landlord's obligations hereunder
excepted) and will clean the surface of interiofisvaf the Premises, floors, suspended ceilingsaamgdeting therein. Nothing herein shall be
deemed to impose any obligation on Tenant for regrainaintenance of any elements of the Buildimgcttire or the plumbing, mechanical or
electrical systems of the Building, or for any ogations, alterations, replacements or repairsiredio be made by Landlord pursuant to the
provisions of this Lease unless caused by the gegtie or intentional act or omission of Tenant®agents, employees or invitees.

11. Tenant Improvements; Alterations.
a. Tenant Improvements.

Landlord will deliver the Premises, and will contento deliver the Additional Premises as providerem, to Tenant in sound structural
condition with all Building systems which serviteetPremises in good order and repair, and witlintipegovements ("Tenant Improvements")
shown and/or described in Exhibit L ("Landlord's /9 and Exhibit M ("Tenant's Work") in accordaneéh the drawings approved by
Landlord and Tenant. Landlord shall complete LardifoWork at Landlord's sole cost and expense. loatighall complete Tenant's Work at
the sole cost and expense of Tenant. Tenant sinadl the right to participate in the bid process aneview and approve all construction
contracts for Tenant's Work. Landlord and Tenaatlgach appoint one (1) person to review invofoes enant's Work.
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Those invoices, if approved by the fifth of a mqgrghall be paid by Tenant by the twentieth of trenth. Landlord will notify Tenant when in
Landlord's opinion Landlord's Work and Tenant's Ware substantially complete. Within three (3) bass days after receiving such notice,
Landlord and Tenant shall inspect the Premisearfgrdeficiencies in Landlord's Work or Tenant's Wand Tenant will provide Landlord
with a "punchlist” describing any deficiencies iardlord's Work or Tenant's Work. Landlord will cect defective items stated in the
punchlist promptly, but in no event later than tiyef20) business days after receiving Tenant's plistc

All of Landlord's Work and Tenant's Work shall bmmpleted in a workman-like manner in conformancen il applicable building codes,
laws, rules and regulations. Tenant shall, suligetite provisions of Section 11.b. below, also héeeright to construct and install at its sole
cost and expense such additional improvementsiPtemises as are in its judgment necessary oeawm for its use of the Premises.

b. Alterations.

After completion of Tenant's Work, Tenant shall m@ke any alterations or improvements in or adatito the Premises or make any
changes to locks on doors or add to, disturb @aninway change any of the wiring, HVAC or plumbinghe Premises or the Building,
without first obtaining the written consent of Lamal which consent shall not be unreasonably withh#delayed or conditioned. All such
alterations, additions and improvements shall bifopaed by contractors or mechanics approved bydlaad which consent shall not be
unreasonably withheld or delayed. All work withpest to any such alterations, additions or improseis shall be performed in a good and
workmanlike manner, shall be of a quality equabt@xceeding the then existing construction statwlfor the
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Building and must be of a type, and the floors egitings must be finished in a manner, customarygémeral office use and other uses
common to similar office buildings in the vicinit$uch alterations shall be diligently prosecutedampletion to the end that the Premises
shall be at all times a complete unit except dutiregperiod necessarily required for such work.stith alterations, additions and
improvements shall be made strictly in accordanitle all laws, regulations and ordinances relatimgréto, and no interior improvements
installed by Landlord in the Premises (includinghdiet's Work) may be removed unless the same aregbisoreplaced with interior
improvements of the same or better quality. Lardilwereby reserves the right to require any cordramtmechanic working the Premises to
provide lien waivers and liability insurance cowerisuch alterations, additions or improvementfi¢oRremises. Except as provided below,
Tenant shall pay, when due, all claims for labomaiterials furnished to or for Tenant at or for imsthe Premises, and Tenant shall not pe
any mechanic's or materialmen's liens to be recoagainst the Premises or the Property for anyrlabmaterial furnished to Tenant or
Tenant's agents or contractors in connection witkvwef any character performed on the Premisesrlay the direction of Tenant. Tenant
shall not be required to pay or otherwise satisfshsclaims or discharge such liens so long asait,sh good faith, at its own expense, contest
the same or the validity thereof by appropriatecpealings, provided that Tenant shall, at its qustt a bond to remove the lien from the
Premises or the Property within twenty (20) daysuith dispute can not be resolved within the said period. Tenant shall give Landlord
(10) days' prior written notice of the commencenwdrdny alterations, additions or improvements ageees to allow Landlord and Landlol
Lender (defined below) to enter the Premises astl ggopropriate notices to avoid liability to coctas or material suppliers for payment for
such alterations, additions or
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improvements. All alterations, additions or improants, except special equipment specific to Temasg, shall remain in and be
surrendered with the Premises as a part thergb&atxpiration or earlier termination of this Leasghout disturbance, molestation or injury,
provided that Landlord may, together with the verithotice consenting to the construction of anyhalterations, additions or improvements,
notify Tenant that such alterations, additionsnapliovements be removed upon the expiration orezadirmination of this Lease. In such
event, all expenses to remove such alterationstiaalsl or improvement and to restore said spac®tmal building standards shall be borne
by Tenant. Notwithstanding the foregoing, upondRpiration or termination of this Lease, Tenantlsieamove from the Premises all
identifying insignia which are characteristic ofribat's business, and Tenant shall repair any datoabe Premises or the Building causet
the removal of the same. Notwithstanding anythioigtained herein to the contrary, Tenant may, up@r pritten notice to Landlord, make
any nonstructural interior alterations or additidmat do not adversely affect the value of the Rses) the structural integrity of the Building
or any Building system, without Landlord's consent.

All articles of personal property and all businassl trade fixtures, machinery and equipment, furaiind movable partitions owned by
Tenant or installed by Tenant at its expense irPiteenises shall be and remain the property of Ttearahshall be removed by Tenant at any
time during the Lease Term when Tenant is not fawehereunder. If Tenant shall fail to removeddlsuch property from the Premises at
expiration of the Term hereof or within ten (10smess days after any earlier termination of tidade for any cause whatsoever, Landlord
may, at its option, remove the same in any marrarltandlord shall choose, and store such propégthout liability to Tenant for loss
thereof. In such event,
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Tenant agrees to pay Landlord upon demand anyihegpenses incurred in such removal, includingrtoasts and attorneys' fees and
storage charges on such property for any lengtimef that the same shall be in Landlord's posseskindlord may, at its option, without
notice, sell said property or any of the sameyiaafe sale and without legal process, for sucbepais Landlord may obtain and apply the
proceeds of such sale to any amounts due unddrdéhie from Tenant to Landlord and to the expemsidént to the removal and sale of said
property.

12. Additional Building Improvements.
a. Construction; Building Systems and Building Arities.

In addition to completing Landlord's Work and TetmlVork, Landlord agrees to construct certaintedpinprovements to the Building for
the sixth Floor and the Required and Optional EspanPremises ("Building Improvements") if and whiequested by Tenant and approved
by Landlord, which approval shall not be unreastnailithheld, delayed or conditioned in accordanéth\plans and specifications to be
prepared by or on behalf of Landlord (the "Buildirgans"). The Building Plans shall be preparedaatdlord's expense (but included in the
cost of such Building Improvement as provided bglbased upon conceptual designs and other commedtsformation provided by
Tenant or its agents in a timely manner. The Boddimprovements shall include those improvementserparticularly described on Exhibit
N attached hereto and incorporated herein by neeras "Building Systems" and "Building Amenitielsandlord and Tenant shall agree
writing as to the allocation of the cost of Buildilmprovements (and North Parking Garage costgppfopriate), between Building Systems
and Building Amenities based upon the followingemia: For purposes of determining whether addéiduilding Improvements not
identified in this Lease are Building Systems oilding Amenities, it is understood and agreed that
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Building Systems shall be improvements that (ipime the structural, mechanical and electrical elets of the Building and the Property, or
(i) are necessary to cause the Building and tlepé&hty to be in compliance with applicable buildergd land use laws and codes, or (iii)
permit interior spaces in the Building to be exmbt®enatural light (to include windows but not sigyits), or (iv) protect the Building or the
Property from the effects of weather, heat, palutdr other external influences, or (v) are maddHe purpose of creating standard office
shell and core conditions in the Premises, and&xtimg the Premises or the Building to, and maiitej the Premises and the Building for,
office and retail use as contemplated by the Leas&ding but not limited to roof, floors, wallgundations, windows, HVAC, utilities,
elevators, including architect's and engineerirgg feequired to design and oversee constructiomplementation of such improvements.
Building Amenities shall be improvements that iydlve aesthetic or design elements (includingigkys), or (ii) are made primarily for the
purpose of enhancing interior or exterior environiser appearances of the Building or the Propaityf which are made in order to
accommodate Tenant specifically in its occupanchefPremises. Upon completion of the Building Bleor cumulative Phases, Landlord
and Tenant shall agree on a contractor or Landibadl entertain competitive bids from the threerutable general contractors unless
Landlord and Tenant agree to entertain bids fqregific project from fewer than three (3) contrastd enant shall be furnished copies of all
bids, and the construction contract or contraat$te additional Building Improvements shall be adeal to the low bidder, unless Landlord
and Tenant reasonably believe such bidder is ired timely performing the Building Improvemetiits the amount of the bid.
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b. Phasing of Building Improvements.

For purposes of calculating Additional Rent relgtin Building Improvements and Landlord's repayradiigations under the Notes (defined
below), Building Systems and Building Amenities Itba grouped in one-year "Phases." Each "PhasBuidling Systems and Building
Amenities shall be the cost of improvements in tiassification completed in the fifty-two (52) vegear ending on September 30; provided
that for the purposes of this Section 12, the castsally paid by Landlord for any Building Imprawents commenced but not completed «
two (2) Phases will be included in the appropridtee for the second Phase of the work (with anyssgbent costs included in subsequent
Phases).

c. Cost of Building Improvements; Building Improvent Loan.

In order to fund Building Improvements as providegtein, Tenant shall, at its sole discretion, agitreer to fund directly (either through
borrowed funds, capital leases or the contributibenant's equity funds in which case the costsliéd directly by Tenant shall not be
deemed "costs incurred by Landlord") or to lenddlard additional funds in accordance with the teghthe Building Improvement Loan as
provided in Section 12.d. below. In no event shalidlord be obligated to fund the cost of Buildingprovements, either directly or through
the Building Improvement Loan, after SeptemberZIl5.

d. Building Improvement Loan.

The Building Improvement Loan shall be governedhs/terms of a separate Loan Agreement betweemt,easmlLender, and Landlord, as
Borrower, and shall be evidenced by two (2) sesfggromissory notes (each a "Note"), one serighénprincipal amount of the portion of the
Building Improvement Loan allocable to Building $3ms (the "Systems Note"),
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and the second series in the principal amounteptirtion of the Building Improvement Loan allocabd Building Amenities (the "Ameniti
Note").

Following an event of default under the Buildingpimvement Loan, in addition to any other remediaslable to Tenant, Tenant shall have
the right to offset the amounts due under the Buijdmprovement Loan, in the following order, Build Systems Additional Rent, and then
Building Amenities Additional Rent, due to Landlandder this Lease.

e. Electrical Upgrade.

Landlord has increased the amperage in the Buildiegtrical system in order to provide electricaivice reasonably necessary to properly
and adequately supply and serve the Premisesditi@ubl transformers or other electrical upgradesneeded for any expansion of the
Premises beyond the sixth through ninth floorsoorTienant's use of the Premises, Landlord shatlintdie additional transformers and
upgrades. The entire cost of the additional transéos and upgrades shall be paid by Landlordsalétction either at its own expense or with
loan proceeds from the Building Improvement Loarg ahall be amortized as "Building Systems" and fai as Building Systems

Additional Rent.

f. HVAC System.

Landlord installed a centralized HVAC system foe #ixth, seventh and ninth Floors, including alttdwork and delivery systems to the
"VAV" boxes serving the Premises and the installanf HVAC operating units on the roof of the Birig, all of which were included as part
of Building Systems. All internal distribution sgshs from the VAV boxes are part of Tenant's Worndlord agrees to repair and maintain
all system elements necessary to keep the hydrdWhC system serving the eighth Floor, including twmling tower located on the roof of
the Building, in good condition and repair. Any &ishal changes to the HVAC system
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required for the Additional Premises or for Teranse of the Premises will be installed by Landkmd paid in the same manner as for
electrical upgrades in
Section 12.e. above.

0. Life Safety Systems.

All costs and expenses incurred by Landlord piaahe Restatement Effective Date for the installgtimaintenance and upgrade of life sa
systems for the Building, including but not limiteathe fire control center and associated hardiarthe Building fire alarm system, shall
deemed to be Landlord's Work to be provided at lamts sole cost and expense. From and after tistaRenent Effective Date, any cost of
installing new or upgrading existing life safetysems serving Designated Expansion Premises asedda bring such life safety systems
from the condition required to serve the existingldéing to the condition required for office occupgg of the Designated Expansion Premises
shall be paid by Tenant as a Building ImprovemesdrLand shall be amortized as "Building Systemd"maid for as Building Systems
Additional Rent; provided, however, that (i) anystand expenses of upgrading the panels in tedintrol center shall be Landlord's Work
and paid for by Landlord, and (ii) any costs andemses required for the installation of fire alaystems running from detection points in
Premises to the fire control center, including mlaevices, speakers and associated wiring, shalebmed to be Tenant's Work and paid for
by Tenant.

13. Repairs and Maintenance.
a. Landlord's Obligations.

Except where repairs are required to be made bgriteasr when caused by the negligence or intentiactsl or omissions of Tenant or its
agents, employees or invitees, but subject to &8 of this Lease, Landlord shall perform théofwing maintenance and repairs,
restorations or replacements to the Premises,atitBuilding and the Project to the
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extent required for Tenant's use of the Premisasdlord shall maintain, repair and replace, asssag, and keep in good order, safe and
clean condition (i) the plumbing, sprinkler, HVAE@ectrical and mechanical lines and equipment datsattherewith (except such portions
thereof which were specifically installed for Tehather than Landlord's Work and Tenant's Worlgyators and boilers, broken or damaged
glass, and damage by vandals; (ii) fluorescentilighfixtures and bulbs, both within the Premisad a the common areas and facilities, (iii)
utility and trunk lines, tanks and transformers &malinterior and exterior structure of the Builgliicluding the roof, exterior walls, bearing
walls, support beams, floor slabs, foundation, supgolumns and window frames; (iv) any walls, icgjs and, subject to ordinary wear and
tear, floor coverings (including carpets and tilesthe common areas and facilities, and maintemafaevalls, ceilings and floor coverings
within the Premises if and to the extent such negiance is performed by Landlord under Landlordi#dBig-wide maintenance and repair
program for tenant premises; (v) improvements &RIoperty, including landscaping and fencing; @idthe common areas and facilities
located within or outside the Building, includifgetcommon entrances, corridors, interior and extelbors and windows, loading docks,
elevators, stairways, laboratory facilities andkpag areas and access thereto. Tenant shall pedbmther maintenance and repairs in the
Premises; provided Tenant may request that Langilertbrm such maintenance in which event Tenarit phg Landlord directly for the cost
thereof but such cost shall not be deemed an Opgrakpense.

b. Common Area Maintenance.

Landlord shall continue to be responsible for trenmenance and repair of the Building lobby, frpatking lot and exterior common areas
and facilities and landscaping for the Buildinggimod order and condition consistent with standaclsmensurate with a well-
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maintained office and/or mixed use buildings in ¢ineater Seattle, Washington area. Notwithstantingoregoing, Tenant shall be directly
responsible for payment of costs incurred by Larttio maintaining and repairing the wood doors itie main Building lobby, including
those near the coffee bar.

c. Landlord's Failure to Make Repairs.

If after notice by Tenant, Landlord fails or refagde make any repairs, restorations or replacenvelmitsh it is required to make under this
Section 13 or elsewhere in this Lease, within &) fays after written notice from Tenant, Tenaayrmake the repairs, restorations or
replacement on Landlord's behalf; provided if thgairs, restorations or replacements reasonablyemjlire more than ten (10) days to
complete, such ten (10) day period shall be extfolesuch additional period of time as may be seagy for Landlord to make the repairs,
provided Landlord commences the repairs, replacesr@mrestoration within the initial ten (10) dagripd and thereafter diligently prosecutes
the same to completion and in good faith. If Temmaakes any repairs, restorations or replacemenib&balf of Landlord pursuant to this
Section 13.c., Landlord shall reimburse Tenantiwithirty

(30) days after Landlord receives Tenant's invdimethe actual costs incurred by Tenant in so gloiogether with interest thereon at an
interest rate two percent (2%) above the Prime Rathe same may be adjusted from time to timey Heason of any emergency, repairs,
restorations or replacements become necessary Wiithe provisions hereof are the responsibilityafidlord, Tenant may make such
repairs, restorations or replacements which, irafiéa reasonable opinion, are necessary for treepration of the Premises, or of the safety
or health of the occupants in the Building or Tefsaproperty or required by law; provided, Tendrdlkfirst make reasonable efforts to
inform Landlord of the need for the repairs andediandlord a reasonable opportunity to make
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the necessary repairs, restorations or replacerriantsllord will reimburse Tenant as provided abfreany costs incurred by Tenant in
making any such emergency repairs, restorationspiacements.

14. Parking.
a. Existing On Site Parking.

Tenant's customers, guests and invitees shall daight to park on an unreserved basis in the mpaiking lot on the Property east of the
Building (the "East Lot"), subject to any restriets generally applicable, from time to time, to tise of the East Lot. Landlord will provide
five (5) visitor stalls marked for Tenant's excliesuse in the East Lot at a mutually agreed upoation. All administration and management
of these stalls will be the responsibility of Tehan

b. Parking Garage.

(i) Construction of Parking Garage. Landlord hasstanicted in that existing building located immeelia adjacent to the northerly wall of the
Building, commonly known as the "Section 10 Wared®lia parking garage containing parking stallsafggroximately six hundred (600)
cars (the "Parking Garage"), which was construgtextcordance with plans prepared at Landlord'&ese by a licensed architect chosen by
Landlord and Tenant based upon schematic desigpsumd by Tenant's architect.

(il) Leasing of Existing Parking Garage. Tenante&grto lease the Parking Garage as provided h@iant shall at all times have the rigt
its sole discretion to sublease parking stallh@Rarking Garage. Tenant shall have the rightgerve all parking stalls for use by Tenant's
employees in a separate designated area of theg&krage having a separate entrance to be ulsy bp Tenant and its employees,
customers and
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invitees. The Parking Garage shall be availablei$er by Tenant's employees and visitors twenty-f4y hours per day, seven (7) days per
week, including holidays. Tenant shall operate maihtain the nonstructural elements of the Parkdagage at its sole cost and expense in a
clean, safe and secure condition. Landlord shalebponsible at its expense for the repair and texa@mce of the structural elements of the
Parking Garage. Tenant shall reimburse LandlordHercost of any services furnished by Landlord simated jointly by the Parking Garage
and the Building which shall be equitably allocatedhe Parking Garage. If Tenant, its employeeguasts are not able to use the Parking
Garage and access ways because of unauthoriz¢eusef by others, Tenant shall have the rightke twhatever steps are necessary to end
such unauthorized use, including posting signdtidiging parking stickers and towing away unauited vehicles.

(iii) Parking Garage Taxes and Insurance. Tenaait phy to Landlord within thirty (30) days follomg receipt of an invoice from Landlord,
as Additional Rent hereunder, all ad valorem reapprty taxes allocable to the Parking Garage hedand on which the Parking Garage is
constructed, together with the cost of all insugafor the Building equitably allocable to the ParkiGarage. Unless Tenant requests to
maintain its own policies of insurance for the RagkGarage, Landlord's policies of insurance witbpect to the Building, which policies
shall otherwise satisfy the requirements of theskeahall calculate and designate a separate aoéw@ portion of the premium to the Parl
Garage.

(iv) Olympic West Parking. Until the earlier to acof
(a) January 31, 2003, or (b) the earlier termimatbOlympic West's lease, Tenant shall agreedsddo Olympic West thirty (30) stalls on
the south end of the second floor of the Parkinga@a for Forty Dollars ($40) per stall per monthsincreases in the operating expenses for
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the Parking Garage from the first year of operatibthe Parking Garage apportioned pro rata orr stad basis.
15. Additional Parking.
a. Requirement for Additional Parking.

The amount of Additional Premises that may be addede Premises may be subject to additional pgrkeing available for use by Tenant.
The three options available for such additionakiey are the (i) acquisition of adjacent land frtma Burlington Northern Santa Fe Railroad
(the "BN Parcel") shown on Exhibit O hereto forfage parking for the Premises and/or, together thigh'Landlord's Garage Parcel” (as
defined below), for the construction of a new pagkgarage (the "North Parking Garage") or (i) deelication of Tenant's current parking lot
of 8th and Holgate ("Tenant's Lot") as parkingtfue Premises; provided the City of Seattle apprdivesise of Tenant's Lot as parking in
conjunction with the expansion of the office usehaf Building; or

(iii) the use of the BN Parcel for surface parkargl the dedication of Tenant's Lot as parkinglierRremises. As used herein, "Landlord's
Garage Parcel" shall mean that portion of the ptgmhown as "Landlord's Garage Parcel" on Ext@bthat coincides with the footprint of
the North Parking Garage as designed and constkucte

(i) Landlord agrees to use its best efforts to @eqine BN Parcel, including as much land as islalke for sale in order to maximize the use

of the BN Parcel for surface parking or the corwttam of the North Parking Garage. If the BN Paiisedo acquired, Landlord will use its best
efforts to obtain a Master Use Permit ("MUP") fraine City of Seattle for the construction of the thdParking Garage on the BN Parcel and
Landlord's Garage Parcel. Tenant agrees to co@pertt Landlord in obtaining the MUP.
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(i) In the event Landlord acquires the BN Parae abtains the MUP, the additional parking requii@dTenant's expansion in the Building
shall be met, at Tenant's option, through the caosbn of the North Parking Garage or, if allowmdthe City of Seattle, through the use of
surface parking on the BN Parcel together withpgibssible dedication of the Tenant's Lot to parkorghe Building (which surface parking
dedication may be superseded and replaced by Tssabsequent election to construct the North Rgridarage as provided herein).

(iii) In the event Landlord acquires the BN Paroet is unable to obtain the MUP, then the requparking for Tenant's expansion in the
Building may be through surface parking on the BiMdel and/or, if allowed by the City of Seattles fhossible dedication of the Tenant's Lot
for parking for the Building and Landlord shall leawo obligation to find other parking for the Busilg.

(iv) In the event Tenant elects, in its discretitinuse the Tenant Lot to provide required parkargrenant's expansion in the Building, and if
the North Parking Garage has not been construstedi the expiration or earlier termination of thealse, then at the expiration or earlier
termination of the Lease, Tenant agrees to selaiesLot, or land holding the equivalent numbeparking stalls located no further from the
Building than Tenant's Lot, to Landlord for a priagual to fifty percent (50%) of the then fair matrkalue of the property, in the event that
Landlord obtained the MUP, or ninety-five perce3i%) of the then fair market value for such propértthe event Landlord did not obtain
the MUP. If the parties cannot agree on the fairketavalue, the same procedure outlined in Section

3.b. above for the determination of Effective Rdarket Rent will be followed.
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b. Funding for Additional Parking.

In the event additional parking is acquired for Tremant's expansion in the Building, Tenant agtegsy for the costs involved in obtaining
such parking as follows:

(i) In the event Landlord acquires the BN Parcbtams the MUP and Tenant elects to have the NRatlking Garage constructed on the BN
Parcel and Landlord's Garage Parcel, Tenant agwdaad the full cost of the acquisition of BN Paliahe value of the Landlord's Garage
Parcel as provided in Section 4.c.(iv), the cosilithining the MUP, and the cost of constructiothef North Parking Garage by way of a
Building Improvement Loan for Building Systems as\pded herein.

(i) In the event Landlord acquires the BN Parae abtains the MUP, but Tenant elects not to hageNlorth Parking Garage constructed as
provided herein, then Tenant shall fund the fujusition cost of the acquisition of the BN Pardbg cost of obtaining the MUP and, if
Tenant uses the BN Parcel for parking, the coanhgfimprovements to the BN Parcel to provide fafame parking, all by way of a Building
Improvement Loan for Building Systems as provideceim.

(iii) In the event Landlord acquires the BN Paroet is unable to obtain the MUP, then Tenant daldl fifty percent (50%) of the cost of
attempting to obtain the MUP and, if Tenant usesBN Parcel for parking, the cost of any improvetada the BN Parcel to provide for
surface parking, all by way of a Building Improvemh&oan for Building Systems as provided herein.

c. Lease of Additional Parking.

In the event Landlord acquires the BN Parcel, Tengrees to lease such BN Parcel for parking ateawhich will amortize the Building
Improvement Loan for Building Systems
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described in Sections 15.b.(i), (ii) or (iii) abopkus, in the situation described in Section 18ih.4n amount equal to the amortization of the
cost of the acquisition of the BN Parcel over thiédl Term of the Lease in equal monthly paymexttthe Amortization Rate.

d. Leasing of North Parking Garage.

If the North Parking Garage is built, Tenant agredgase the North Parking Garage as providedrhéFenant shall at all times have the r
at its sole discretion to sublease parking stalthé North Parking Garage. Tenant shall haveitfe to reserve all parking stalls for use by
Tenant's employees in a separate designated atlea Nbrth Parking Garage. The North Parking Gashgd be available for use by Tena
employees and visitors twenty-four (24) hours gy, deven (7) days per week, including holidaysiahe shall operate the North Parking
Garage and shall maintain the nonstructural elesnafrithe North Parking Garage at its sole costexp@nse in a clean, safe and secure
condition. Landlord shall be responsible at itsenge for the repair and maintenance of the stralotlements of the North Parking Garage.
Tenant shall reimburse Landlord for the cost of s@svices furnished by Landlord and shared joibjlthe North Parking Garage and the
Building which shall be equitably allocated to therth Parking Garage. If Tenant, its employeesumsgs are not able to use the North
Parking Garage and access ways because of unaatthase thereof by others, Tenant shall have g to take whatever steps are neces
to end such unauthorized use, including postingssidistributing parking stickers and towing awanauthorized vehicles.

e. North Parking Garage Taxes and Insurance.

Tenant shall pay to Landlord within thirty (30) dafpllowing receipt of an invoice from Landlord, Additional Rent hereunder, all real
property taxes allocable to the North Parking Garagd the land on which the North Parking Garageistructed, together with the cost of
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all insurance for the Building equitably allocabdethe North Parking Garage. Unless Tenant requestsintain its own policies of insuran
for the North Parking Garage, Landlord's policiéseurance with respect to the Building, whichipiels shall otherwise satisfy the
requirements of the Lease, shall calculate andydate a separate and discrete portion of the prertiithe North Parking Garage.

16. Representations Regarding Title and Use.

Landlord represents and warrants to Tenant thatllbath possesses good and marketable fee titlest®tbperty, the Building and the
Premises, subject only to the title exceptiongdisin Exhibit P ("Title Exceptions") attached; L&ord is authorized to enter into this Lease
without the consent of any third party other thamdllord's Lender; the provisions of this Lease atoamd will not conflict with or violate the
provisions of existing or future agreements betwegmdlord and any third party (including any lentetding a security interest in the
Property, Building or Project ("Landlord's Lendethe certificate of occupancy for the Buildingaaits, or, with respect to any Required or
Optional Expansion Premises not later than thetimtidof such Required or Optional Expansion Premtseghe Premises, will allow Tenan
use and enjoy the Premises and the common aredadlities of the Project for the purposes settfan this Lease; the Premises and the
common areas and facilities of the Project anduiess thereof for the purposes specified in thiséeae in conformity with all applicable
laws; and Landlord will deliver the Premises to dier) free of all tenants and occupants and cldimeto.

17. Tenant's Signs.

On floors less than twentwe percent (25%) leased by Tenant, Tenant magepilta signs on entrance doors to the Premisesaah@ndlord'
expense, Landlord shall place signs in
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the elevator lobbies and in the hallways leadinthéoPremises which give directions to the Premisased on Building standards. Tenant
shall not erect or install or otherwise utilizersglights, symbols, canopies, awnings, window dogs or other advertising or decorative
matter on the windows, walls and exterior doorstberwise visible from the exterior of the Premjsesluding any signs on the tower of the
Building, except those currently located in thelBimig, without (i) first submitting its plans to hdlord and obtaining Landlord's written
approval thereof (such plans must be professiomigigned and call for first-class materials tabed in construction) and (ii) obtaining any
required approval of the City of Seattle and of ather applicable governmental authority. Landisindll have the right to promulgate from
time to time additional reasonable rules, reguretiand policies relating to the style and typeaid sidvertising and decorative matters which
may be used by any occupant, including TenanheérBuilding, and may change or amend such ruleseguations from time to time as in
its reasonable discretion it deems advisable, demiithat such rules and regulations shall not impoy financial burdens on Tenant to
comply with any such new or amended rules and atiguis referred to in this section. Tenant agreesbtde by such rules, regulations and
policies. At the expiration or earlier terminatiohthis Lease, all such signs, lights, symbols opées, awnings or other advertising or
decorative matter attached to or painted by Tenpaoh the Premises or the Building, whether on #terr or interior thereof, which are not
included in Building Amenities, shall be removedTgnant at its own expense, and Tenant shall repgidamage or injury to the Premises
or the Building and correct any unsightly conditicaused by the maintenance and removal of sam$ sights, symbols, canopies, awnings
window coverings or other advertising or decorativatter.

54



Landlord and Tenant agree that all of Tenant'stitlesignage installed by Landlord as Building Antéss (the "Tenant Identity Signage”) ¢
and shall remain the personal property of Landlbigbn expiration or earlier termination of the LeaSenant shall have the right, but not the
obligation, to purchase the Tenant Identity Signage Landlord by paying to Landlord an amount ddadahe unamortized balance of the
total costs and expenses incurred by Landlordamtirchase and installation of the Tenant Ide&ignage, including the cost of removing
Landlord's existing signage in connection thereyvathortized on a straight-line basis over a terenf(10) years at the Amortization Rate.

Tenant, at Tenant's sole cost and expense, shadspensible for the repair and maintenance ofdiver icon (the "Starbucks" icon on the
Main Building tower) and the Tenant Identity Sigeaahove the main entrance to the Building lobbydlerd shall be responsible for
maintaining all other Building identity signs aslinas directional signage on the light poles in Bhelding parking lot, the cost of which shall
be included as Operating Expenses. Landlord diaNgver, be responsible for providing all necesséegtricity for the Tenant Identity
Signage and shall insure the Tenant Identity Signagccordance with the insurance requirementsmuhe Lease, such costs and expenses
to be included as part of Operating Expenses. loaddihall maintain the poles used for Tenant's eemim the sidewalk east of the Building
and Tenant shall be solely responsible for maiirigiand replacing the banners as appropriate.

18. Access by Landlord.

Landlord and its agents shall have the right teletite Premises, to examine the same and to steoRrémises to prospective and current
purchasers or lenders and, within the last twel®) (nonths of the Lease Term only, to prospectwants. Except in emergency
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situations, or to provide normal services to bevigled by Landlord hereunder, Landlord will give Behat least twenty-four (24) hours'
advance notice prior to entering the Premises. loaddht all times shall have and retain a key wittich to unlock all of the doors in, upon or
about the Premises, excluding Tenant's vaults afes$ sand Landlord shall have the right to useaatyall means which Landlord may deem
proper to open said doors in an emergency in dadebtain entry to the Premises. Entry to the Psemshall be at Landlord's risk and
Landlord shall respect and protect the confideityialf information about Tenant and Tenant's businearned as a result of such entry.
Tenant, at its option, may designate certain postiof the Premises (such as the file room and ctanpoom) as being "off limits," and

except in an emergency, neither Landlord nor itplegees, agents or contractors shall have any s¢oesich off limits areas of the Premises
unless accompanied by an employee of Tenant. l&ifeglects to designate areas of the Premisedfdsiits” Tenant may install separate
locks on such areas provided Landlord is provideyskto such locks as required by the fire codedlad shall conduct its activities in or
about the Premises at a time and in a manner &oramimize disruption of or interference with Tet'a business or access to the Premises.

19. Services.
a. Basic Services.

Except as otherwise specifically provided hereimdlord shall maintain and repair the Premisesestterior of the Building and the public
and common areas and facilities of the Projeagoiod order and condition consistent with mainteeastandards for well maintained office
and/or other mixed-used (i.e., office, warehouskratail) buildings in the City of Seattle.

56



b. Access.

Landlord shall provide security for the Buildingdatine Premises which restricts access to the Pesmiher than during "normal business
hours" (i.e., 7:00 a.m. to 6:00 p.m., Monday thito&giday, and 8:00 a.m. to 1:00 p.m. on Saturdagiueling holidays). Tenant shall have
access to the Premises and the parking areasdf@ml’s customers, guests and invitees) servinguhéing twenty-four (24) hours per day,
seven (7) days per week, holidays included, witthaving to give prior notice to Landlord or Landlragent. The elevators serving any
Floor(s) on which the Premises are located shdlb&leed off after normal business hours but attleas (1) elevator shall allow access to the
Premises when a valid cardkey or code is used.akdywill be available in the lobby at all timeseafhours to let Tenant's employees into the
Premises if the elevators are locked off.

c. Building Services.

Landlord shall provide Tenant with standard buiidgervices normally provided in well maintainedlthimigs, and Landlord shall furnish the
Premises with electricity for lighting and operatiof low power office machines (including but nimited to PC's, printers, file servers, and
copiers) heat, aiconditioning (the HVAC System shall function sottfi@nant may maintain a temperature within 2 degof&’2 degrees F

all times subject to needed adjustment, during abbusiness hours, hot and cold water, and elegatwices, holidays included, at no cost to
Tenant other than the Base Floor Rent. After helestrical service will be separately metered, witkters installed as part of Tenant's Work,
for the actual cost of such after hours electrivibych will be paid for by Tenant within thirty (3@ays of receipt of an invoice from Landlc
All electrical service to the Premises above steshdae will be metered and billed directly to amrdpaid by Tenant.
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d. Security and Safety System.

Landlord shall supply an electronic security systerie Building which shall be in operation twetibur (24) hours per day, and which will
include at least twenty (20) exterior and intekimteo security cameras and an after hours electemtry/exit system to the Building. In
addition, Building security personnel shall be aydwithin the Project twentjeur (24) hours per day. Landlord shall also sugplife safety
and detection system in the Building to provide mmasm protection against fires and other life safétis with public announcement capa
and in compliance with the standards of all appliedaws.

e. Elevator Services.

Tenant shall have the right to use all elevatorgicgiag the main lobby of the Building. At least@iobby elevator shall, subject to all
applicable fire department or other governmentisand regulations, be dedicated exclusively twafés Floors of the Building, for the
Term of the Lease (but will be built so as to bleab open on other Floors) and shall be contradifter hours by a "card key" security syst
At the request of Tenant, Landlord shall use itst lefforts to remove or relocate existing tenamthe Building in order to provide space for
the construction of up to three (3) new elevatongctv shall serve the central portion of the Buitgimcluding the Premises, and shall be
accessible from the existing main lobby of the Bini§j. Any such additional elevators shall be cargtd by Landlord and included as
Building Systems.

f. Interruption of Services.

Landlord shall not be liable to Tenant for any losslamage caused by or resulting from any vanaifigterruption or any failure of the
services to be provided by Landlord pursuant ts tl@iase due to force majeure as the same is ddfarednder in Section 35. Except as
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provided below, no temporary interruption or faflaf such services incident to the making of repailterations or improvements, or due to
accident or strike or conditions or events not uni@adlord's control, shall be deemed an evictibfienant or relieve Tenant from any of
Tenant's obligations hereunder. Landlord shall@serits best efforts to restore such servicesudiliies as soon as is reasonably practicable
and to the extent reasonably practicable, to pmtethporary replacement services and utilitieeé@nded necessary by Tenant for the
continued operations of its business on the Premisany services to be provided by Landlord parguo this Lease are not provided for
periods in excess of forty-eight (48) hours afteittan notice to Landlord, and the interruptionders all or a portion of the Premises
untenantable for Tenant's use, Rent shall therdadt@bated in the same ratio as to that portidghePremises which Tenant reasonably
determines is not usable for Tenant's businessopasg) shall bear to the whole of the Premised®operiod in excess of forty-eight (48)
hours until the interruption in services is remedimd full service to the Premises is restored.

g. After Hours.
All references herein to "after hours" means hatinger than normal business hours specified abo%edation 19.b.
20. Assignment.

Tenant shall not directly or indirectly, voluntgribr by operation of law, sell, assign, encumbgdge or otherwise transfer or hypothecatt
or any part of its interest in or rights with respt the Premises or Tenant's leasehold estadeihéer (collectively, an "Assignment”), or
permit all or any part of the Premises to be ocedifly anyone other than Tenant or sublet all orpamgion of the Premises or transfer a
portion of its interest in or rights
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with respect to Tenant's leasehold estate herefodiectively, "Sublease") except as noted undmatiSns 20.a. and 20.b. below.

Any Assignment or Sublease in violation of this t8et 20 shall be void. The acceptance of Rent ditahal charges by Landlord from a
purported assignee or sublessee shall not comstitatwaiver by Landlord of the provisions of t8isction 20 with respect to such attempted
Assignment or Sublease. Tenant agrees to pay Labsli@asonable legal and accounting costs ofwéwieany proposed Assignment or
Sublease which shall, in no event, exceed Fiftegndred and No/100 Dollars ($1,500.00) per reque$®b5 dollars to be adjusted annually
by changes in the Index.

a. Right to Assign or Sublease.

Without Landlord's consent, Tenant may (i) assids Lease in its entirety (including all extensraghts, expansion rights and other rights
provided herein) or (ii) Sublease all or any portaf the Premises, provided the assignee or sid@ggswill use the space in question for
general office and related purposes consistent Saittion 7 above, (ii) is an affiliate of Tenamtcfuding without limitation a parent
corporation, subsidiary corporation, "brother-sistorporation or affiliated partnership), an eptiesulting from a merger or consolidation
with Tenant or any affiliate of Tenant, an entiticseeding to the business and assets of Tenaam, @mtity resulting from the reorganization
of Tenant or its affiliates provided any such gnltias a net worth equal to or greater than thakeofint as of the Restatement Effective Date.
In the event of such an Assignment or Subleasepemdded that the assignee or sublessee assumegtiimg all of the obligations of Tenant
under the Lease, Tenant shall be released of kidjations under the Lease. If any such assignesiiolessee under this

Section has a net worth greater than Fifty Millallars ($50,000,000.00), but less than the nettwof the Tenant as
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of the execution date of this Lease, Tenant agregsarantee the performance of such assigneebtessee under the Lease for a period of
one (1) year after the effective date of the Assignt or Sublease as provided herein; provideddutttiat no such Assignment or Sublease
effective prior to October 1, 2010, shall releas@dnt of its obligations under this Restated Lease.

b. Other Assignments or Subleases.
Any other Assignment of this Lease or Subleasdl afrany part of the Premises shall be made oslfolows:

If Tenant desires at any time to enter into an grasient of this Lease or a Sublease of the Preroisasy portion thereof, it shall first give
written notice to Landlord (the "Assignment Notipef its desire to do so, which Assignment Notibalbcontain, without limitation, (i) the
name of the proposed assignee, subtenant or odg(iatie nature of the proposed assignee's esait's or occupant's business to be ce
on in the Premises,

(iii) the annual rent, and any adjustments in teriie paid by the proposed assignee, subtenamtapant, (iv) a list of the deductions
proposed to be taken from Tenant's proceeds frerdsignment or Sublease to be used to calculatifth percent (50%) to be paid to
Landlord as provided herein, (v) the term of thepmsed Assignment or Sublease, and (vi) the ardeed®remises subject to the proposed
Assignment or Sublease. In addition, Tenant shedl provide Landlord within five (5) business daf4 andlord's request therefore, such
financial information as Landlord may reasonablyuest concerning the proposed assignee, subtenaotupant.

At any time within five (5) business days after Hiord's receipt of the Assignment Notice, and angrfcial information requested by
Landlord, Landlord shall, by written notice to
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Tenant, elect in writing to (i) consent to the Sase or Assignment, or (ii) disapprove the Subleagessignment; provided, however,
Landlord shall not unreasonably withhold or coratitits consent to the Assignment or Sublease. featiturespond shall be deemed consent.
As a condition for granting its consent to any gssient or Sublease, however, Tenant agrees toodagnidlord fifty percent (50%) of all
Tenant's proceeds in connection with such Assighimesublease which exceed the Rent payable byriftend.andlord hereunder (or a
proportionate amount thereof representing the goif the Premises subject to a Sublease or Assghrifi less than the entire Premises is
subject to a Sublease or Assignment), less (i) A&neeasonable leasing commissions; (ii) paymtnbatable to the amortization (over the
sublease term) of the cost of tenant improvemenideno the Premises at Tenant's expense for tligassor sublessee, if any; (i) payment
attributable to the remaining amortization (if a§)Tenant Work paid for by Tenant which are wittie portion of the Premises subject to
the Assignment or Sublease and which will remag@reim during the term of the Assignment or Subleas®rtized from date of installation
on the same basis as if such work had been amdz8uilding Amenities; and (iv) any other readsealirect out-of-pocket costs related to
Tenant's securing an assignee or sublessee, satfoaey's fees. If Landlord consents to the Sagdeor Assignment within the time periods
set forth herein, Tenant may within one hundred®{Hays after Landlord's consent, but not laten tiha& expiration of said one hundred
twenty (120) days, enter into such Assignment eflthase or Sublease of the Premises or portiordhdyut only upon the terms and
conditions set forth in the Assignment Notice. pdbperty management responsibilities regardingaasjgnees or sublessees of Tenant,
which increase the cost to Landlord over and alb&ewhich was provided to Tenant, will be the mspbility of
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Tenant and paid for by Tenant or its assignee lolessee, unless otherwise agreed, in writing, bydlard.

No consent by Landlord to any Assignment or Sul#dpsTenant shall relieve Tenant of any obligatmibe performed by Tenant under t
Lease, whether arising before or after the Assigrtroe Sublease except as provided under Secti@n Béreof. The consent by Landlord to
any Assignment or Sublease shall not relieve Tefnant the obligation to obtain Landlord's expresgten consent to any other or further
Assignment or Sublease.

Notwithstanding the foregoing, if Tenant seeks tibl8ase, in the aggregate, more than fifty per¢s0®o) of the Premises pursuant to
Section 20.b (other than Subleases for less tharyear), Landlord shall be entitled to terminafs tlease as to such portion of the Premises
under Sublease (or proposed Sublease) as may iesktp cause no more than fifty percent (50%thefPremises to be under Sublease.
Such termination right (referred to herein as "Réage" and Landlord's "Right of Recapture") shakermte as follows: (1) As used herein the
"50% Maximum" shall mean a constant number equéftjopercent (50%) of the maximum amount of Prees under lease to Tenant prior
to any Recapture (i.e. if Tenant had under lea®e080 Square Feet of Rentable Area, the 50% Maximwilhibe a constant 400,000 Square
Feet, even if Landlord Recaptured 200,000 Squagt $eethat only 600,000 Square Feet remained uedse). (2) Tenant shall notify
Landlord (the "Excess Sublease Notice") of the datevhich Tenant intends to begin marketing anyephat would exceed the 50%
Maximum (the "Excess Sublease Marketing Date"), thedorojected date of Sublease of such spacéRtiogected Sublease Date"). (3) The
Excess Sublease Notice shall include Tenant's wi@sign of a commercially reasonable portion of finemises (which may include areas
other than the area proposed for sublease) wHiobgaptured, would bring the total proposed
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Sublease under the 50% Maximum (such space befeged to as "Premises Available for Recapture&ndlord may, within five (5)

business days of receipt of Tenant's Excess SubMasce, inform Tenant whether Landlord electR&zapture that portion of the Premises
Available for Recapture. If Landlord elects to eise its Right of Recapture, Tenant may nullifyttbiection by withdrawing its Excess
Sublease Notice by notice given to Landlord wittein (10) days after Landlord's exercise of its R@ffRecapture. If Landlord exercises its
Right of Recapture and Tenant does not withdraxisess Sublease Notice, then on the Projectece&sibDate, this Lease shall be deemed
terminated as to the portion of the Premises Ab#léor Recapture. Landlord and Tenant shall ggjitally the cost of any demising walls or
systems segregation necessary to make the Prefniaéable for Recapture commercially leasable asparate tenant premises.

Except as to space as to which Landlord has exetrdis Right of Recapture as provided above, iretrent that Tenant proposes to Sublease
space pursuant to this Section 20.b (the "Propa6dilSublease Space") such that the Proposed BBlbaSe Space plus all space then under
Sublease pursuant to this

Section 20.b exceeds the 50% Maximum (in which tasentire amount of such Proposed 20.b SublgaseeSwhether or not such entire
amount is in excess of the 50% Maximum, shall herred to as "Excess 20.b Sublease Space"), thaddition to the otherwise existing
requirements of this Section 20.b, the followinggqadures shall apply:

a. For a period beginning on the Excess Subleasketlag Date and ending on the first annual ansiagr of the Excess Sublease Marketing
Date, both Tenant and Landlord may market the Ex28% Sublease Space. During such period, if Tiqraposes a sublessee,
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Landlord may withhold its consent in its sole détiwn, but if Landlord proposes a sublessee, Té&naahsent shall not be unreasonably
withheld.

b. From and after the first annual anniversanhefiExcess Sublease Marketing Date, if a SubleagbddExcess 20.b Sublease Space has no
otherwise been executed, neither party shall unreddy withhold consent to a Sublease proposetidyther party.

21. Hazardous Substances.

Without Landlord's consent, Tenant shall not kemse, release or dispose of any substances desigagter containing components now or
hereafter designated as, hazardous, dangerous,aiolkarmful and/or subject to regulation under faderal, state or local law, regulation or
ordinance ("Hazardous Substances") on or aboWRtdmises, the Building or the Property; providée, foregoing, shall not preclude Tenant
from keeping and using in or about the Premisestlaa@uilding, office supplies, ordinary cleaninggucts and the like which are normally
found in business offices or in connection with tiperation of a roaster or food service operatiand, which contain or may contain
Hazardous Substances, so long as Tenant uses atatalisposes of any such products and supplespliance with all applicable
environmental laws. Landlord hereby agrees to akfememnify and hold Tenant harmless from any @hdlean up costs and expenses
(including, without limitation, attorneys fees atwkts) and any and all other charges, expenses fiees, penalties (both civil and criminal)
and costs relating to any remedial action or clgasuffered or incurred by Tenant arising out ofedated to the presence of asbestos or othel
Hazardous Substances in, on or under the PrentieBuilding or the Property, unless caused by figrn& employees, agents or contract
Tenant hereby, agrees to defend, indemnify and bardilord harmless from any and all clean up castsexpenses and any and all other
charges, expenses, fees, fines, penalties (bath civ
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and criminal) and costs relating to any remediéibacor clean up suffered or incurred by Landlondl @aused by Tenant's use of the Pren
Landlord shall not allow any tenant or occupanthef Building to use any premises in the Buildiray,dny business in which any toxic,
infectious, Hazardous Substances are produce@dstordisposed in, on or about the Project execeptcordance with all applicable laws.

22. Insurance: Indemnification.
a. Indemnities.

Tenant shall indemnify, defend and hold Landlotsl pificers, agents, employees and contractors leasiirom all losses, damages, fines,
penalties, liabilities and expenses (including oeable attorneys' fees and costs) resulting froyneatual injury to any person or from any
actual loss of or damage to any property, attribletto Tenant's use of the Premises or caused ®salting from any negligent or intentior
act or omission of Tenant or any employee, agemttractor or invitee. Landlord shall indemnify, eiefl and hold Tenant, its officers, agents,
employees and contractors harmless from all loslaeages, fines, penalties, liabilities and expenss#uding reasonable attorneys, fees and
costs resulting from any actual injury to any parsofrom any actual loss of or damage to any pitygtributable to Landlord's operation of
the Project or caused by or resulting from any igegk or intentional act or omission of Landlordamy employee, agent, contractor of
Landlord; provided that in no event shall Landlballiable for interference with Tenant's light, @irview in or from the Premises. The
foregoing indemnities specifically cover actionsioght by each party's own employees and shallweithie expiration or earlier termination
of this Lease. The foregoing indemnities are sjuadlff and expressly intended to constitute waiweith respect to the other party of each
party's immunity, if any, under Washington's Indiasinsurance Act, RCW Title 51, to the
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extent necessary to provide the other party withllaand complete indemnity from claims made by wedving party and its employees, to
extent of their negligence. LANDLORD AND TENANT AQYOWLEDGE THE FOREGOING INDEMNIFICATION PROVISIONS BRE
SPECIFICALLY NEGOTIATED AND AGREED UPON BY THEM.

b. Concurrent Negligence.

In the event of concurrent negligence of Tenastagents, employees, sublessees, licensees, ¢orgracinvitees on the one hand, and th
Landlord, its agents, employees, licensees or aoturs on the other hand, which concurrent negligeasults in injury or damage to persons
or property in relation to the construction, altema, repair, addition to, subtraction from, impeowent to or maintenance or use of the
Premises or the Building, each party's obligatmmtiemnify the other party as set forth in this&e shall be limited to the extent of the
negligence of the indemnifying party, and thattsfagents, employees, sublessees, licenseesgmmateontractors, including its
proportionate share of costs and attorneys, feé®apenses incurred in connection with any claictipa or proceeding brought with respect
to such injury or damage.

c. Tenant's Insurance.

(i) Tenant shall, during the entire term of thisake and any other period of occupancy, at itscadeand expense, keep in full force and
effect the following insurance:

(1) Standard form policy of property insurance mirsg against the perils of fire, extended coverag@dalism, malicious mischief, special
extended coverage ("Special Cause of Loss") andkdgr leakage. This insurance policy shall be upbproperty owned by Tenant, for
which Tenant is legally liable and/or that was é@tfied at Tenant's expense,
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and which is located in the Building including, laut limitation, Tenant's Work, furniture, fittingsstallations, fixtures and any other
personal property, in an amount not less than omelfed percent (100%) of the full replacement dosteof. In the event that there shall be a
dispute as to the amount which comprises full gai@ent cost, such dispute shall be resolved throaghultation between Landlord and
Tenant. This insurance policy shall also insuredinect or indirect loss of Tenant's earnings latttéble to Tenant's inability to use fully or
obtain access to the Premises or the Buildingerathount as will properly reimburse Tenant. Sudicpashall name Landlord and any
Landlord's Lender as loss payee, as their intemeaisappear from time to time with respect to tbarfDollars ($4.00) contribution made by
Landlord toward Tenant's Work in the Initial Preesisvhich was required in the Initial Amended Lease.

(2) Commercial General Liability Insurance insuribgnant against any liability arising out of thade, use, occupancy, or maintenance a
Premises and all areas appurtenant thereto. Saahaimce shall be in the minimum amount of ThredidilDollars ($3,000,000.00) per
occurrence with an umbrella coverage of not leaa ffen Million Dollars ($10,000,000.00) Combinedd@eé Limit for injury to or death of
one or more persons in an occurrence, and for darteaigingible property (including loss of use) imccurrence, with such liability amount
to be adjusted from year to year as reasonablyinegjby Landlord. The policy shall insure the haganf premises and operations,
independent contractors, contractual liability ahdll (A) name Landlord and any Landlord's Lendeaia additional insured, and (B) contain
a cross-liability provision.

(3) Workers' Compensation and Employer's Liabilityurance (as required by state law).
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(4) Any other form or forms of insurance as Terantandlord or any Landlord's Lender may reasonaddyire from time to time (not more
than once per year) in form, amounts and for insegaisks against which a prudent tenant wouldegotdtself.

(i) All policies referred to in Section 22.c.(ipave shall be primary and noncontributory, shalipigten in a form satisfactory to Landlord
and shall be taken out with insurance companie8figabto issue insurance in the State of Washingiod holding a General Policyholder's
Rating of "A" and a Financial Rating of "IX" or ltet, as set forth in the most current issue of 'Béssurance Guide. Within ten (10) days
after the execution of this Restated Lease, Testaait deliver to Landlord certificates evidencihg existence of the amounts and forms of
coverage in accordance with the provisions as geal/in this subsection. No such policy shall becetable or reducible in coverage except
after thirty (30) days prior written notice to Ldadi. Tenant shall, within ten (10) days prior e texpiration of such policies, furnish
Landlord with renewals or "binders" thereof. If Be fails to obtain such insurance policy, Land]aftier ten (10) days prior written notice
Tenant, may obtain such insurance. If Landlord iotany insurance that is the responsibility of drrunder this Section 22, Landlord shall
deliver to Tenant a written statement setting foindh cost of any such insurance and showing iroredde detail the manner in which it has
been computed, and Tenant will pay such cost withiity (30) days after its receipt of the statemen

d. Landlord's Insurance.

So long as Tenant is lessee of at least 500,008r8dteet of Rentable Area in the Building, Landisindll consult with Tenant in placing the
Landlord's insurance required hereunder. Landlbadl snaintain at all times during the Lease Terpobcy or policies of
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property insurance with extended coverage endonseca@ering the Building in an amount equal to bnadred percent (100%) of the
replacement cost of the Building (including cogiguired to comply with codes and ordinances incefi¢ the time of repair) as determinec
the insurer based on the Marshall Swift (or similealuation estimates. In addition, Landlord mayintein at all times during the Lease Term
a policy or policies of DIC (Difference in Conditis) insurance to cover flood and earthquake darimagie amount at the minimum equal to
the Potential Maximum Loss ("PML") as determinecthy insurer(s) (with such endorsements as areseapeto prevent co-insurance),
provided such DIC insurance is then commonly cdrig institutional owners of similar multénant buildings in the area. If such insuranc
not commonly carried, Landlord will notify Tenamtwriting and Tenant may thereafter require Lardikor obtain such coverage; provided in
such event Tenant shall pay the premium for the iDBOrance coverage. Further, Landlord shall mairgtall times during the Lease Terr
policy or policies of commercial general liabilityr a combination of commercial general liabilitydaumbrella or excess liability insurance
naming Tenant as an additional insured thereund#r,combined limits of not less than Ten Milliorollars ($10,000,000). The liability
insurance required hereunder shall cover all ofdl@nd's operations and activities and all contiridiexility of Landlord for all operations
performed at the Building on Landlord's behalf lantlord's contractors or subcontractors, and speltifically include contractual liability
coverage. The liability coverage required hereustiat! provide that Landlord's insurance appligmsately to each named insured or
additional insured against whom a claim is madsuitris brought, except with respect to the linsitshe insurer's liability. Landlord's
property insurance policy shall include Tenant &ssa payee as respects its interest, as lendBuiiding Systems and Building Amenities,
provided Landlord's
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Lender shall also be named as a loss payee astésprllord's Lender's interest in the Project. @ibductibles for any insurance carried by
Landlord hereunder shall be at Landlord's discregind will reflect then current market conditiopspvided that if the deductible is greater
than $100,000 per occurrence for property insuréexeluding DIC coverage), Landlord shall consuliv enant, and will obtain insurance
with a lower deductible as directed by Tenant mtedi Tenant agrees to pay the difference in prenhiegtween the insurance with a deduct
proposed by Landlord and the insurance with theiciitlle elected by Tenant.

23. Waiver of Subrogation.

Landlord and Tenant each hereby waive any and elaiy which arises or may arise in its favor agdiast the other party during the term
of this Lease or any extension or renewal, for amy all losses resulting from the peril of any edisu(or other causes which could be insured
against under the terms of a broad form propeguyriance policy with an extended coverage endors@nteany of its real and personal
property located within or upon, or constitutingaxt of, the Premises, the Building the ProperttherProject. Said mutual waivers shall b
addition to, and not in limitation or derogation afy other waiver or release contained in thisskeaith respect to any loss or damage to
property of the parties hereto. Inasmuch as saidersawill preclude the assignment of any aforesdéim by way of subrogation (or
otherwise) to an insurance company (or any othesgog, each party agrees, if not previously arrdngith insurance company, immediately
to give each insurance company which has issugédgolicies of property insurance covering theilpgfrany casualty (or other causes could
be insured under the terms of a broad form propestyrance policy with an extended coverage enduesg) written notice of the terms of
said mutual waivers, or to have such
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insurance policies properly endorsed, if necesdargrevent the invalidation of said insurance cage by reason of said waivers.
24. Subordination.

Landlord represents and warrants to Tenant thatllbas is the fee owner of the Building and the Ry, subject only to the Title
Exceptions, including that certain Deed of Trudedaand recorded in the records of King County, Mifagton under Recording No. 980415-
0720, in which Teachers Insurance and Annuity Aission is the beneficiary, Transamerica Title Irswe Company is the trustee and
Landlord is the grantor. Upon any permitted refiting of such loan, Landlord, Landlord's Lender @edant will execute a Subordination
and Nondisturbance Agreement (the "SND Agreementtistantially in the form attached hereto as Exiqiior Landlord's Lender's benefit
in which Tenant (i) confirms that this Lease is@utinate to the Deed of Trust, (ii) agrees to attorLandlord's Lender if such Lender
becomes the owner of the Property or the Buildfiiiy,agrees to give Landlord's Lender copies ofadver notices of default Tenant may
give Landlord hereunder, (iv) agrees to acceptra by Landlord's Lender of any of Landlord's defyprovided such cure is completed
within the cure period set forth in the SND Agre@mand (v) agrees not to pay Rent more than onm¢hth in advance. Tenant agrees to
subordinate its interests in this Lease to anyemsnt Landlord's Lender having an interest infttaperty if such Landlord's Lender exect
for Tenant's benefit a nondisturbance agreemerthnibisubstantially identical to the one descrikdve for such Landlord's Lender's
execution, or otherwise reasonably acceptable tafte provided that Tenant's rights under the Lehs#l not be abridged nor its obligations
under the Lease enlarged thereby.
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25. Casualty or Condemnation.
a. Casualty.

If the Premises or the Building are destroyed onaged by fire, earthquake or other casualty teeittent that they are untenantable in whole
or in part, then Landlord shall, to the extenthsf available insurance proceeds plus (except indke of flood or earthquake) the deductible,
proceed with reasonable diligence to rebuild astbre the Premises and the Building or such paretf as may be damaged as aforesaid,
provided that within twenty (20) days after sucktdgction or damage Landlord will notify Tenantl@ndlord's intention to do so and the
time period within which such work will be accongbled. If Landlord is to rebuild and/or repair threrRises and/or the Building as provided
in the preceding sentence, Tenant agrees to redeabensurance proceeds received by Tenant fr®@mstrance carrier with respect to
insurance carried by Tenant on the Tenant's Workyaunt to

Section 22.c. above. Landlord shall restore angjoair the Premises and/or the Building (with imnments substantially comparable in
quality to the improvements to the Premises exgspirior to the casualty) as rapidly as possiblbjestt to delays beyond Landlord's control.
During the period of such rebuilding and restorativze Rent shall be abated in the same ratio aptithon of the Premises rendered
untenantable by the damage bears to the wholeed®tbmises. If Landlord shall fail to notify Tenaas required by this Section, this Lease
shall, at Tenant's option, at the expiration oftthee for the giving of the notice required aboterminate. If Tenant is deprived of elevator
access to the Premises as a result of a casualty,SRall be abated in the same ratio as thatgmoofi the Premises which Tenant reasonably
determines is not usable for Tenant's businessopagpshall bear to the whole of the Premises dtiagluration of the period during which
such access is unavailable. If the casualty givisgto the damage is
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uninsured, or substantial completion of the resiomnaof any damage will take longer than three haddsixty (360) days from the date of the
damage or destruction, either party shall haveitiie to terminate this Lease by giving the otharty written notice thereof within sixty (60)
days after the casualty causing the damage. lauvbet that the Lease is terminated as providelisngaragraph, Tenant and Landlord agree
that each party will make every effort to reledse insurance proceeds to the party entitled theneder the Lease to the other party as its
respective interest may appear from time to time.

b. Condemnation.

If the Premises or any portion thereof are takesteuthe power of eminent domain, or sold by Lardilemder the threat of the exercise of ¢
power (all of which is herein referred to as "come@tion"), which taking materially interferes witlenant's use of the Premises, this Lease
shall terminate as to the part so taken as of &ite tthe condemning authority takes possessioredPtmises or the portion thereof. Upon
receipt of the condemnor's notice of intentionatket by either party, such party shall immediatée gvritten notice of such receipt to the
other party. If more than twenfixe percent (25%) of the Premises, the Buildingthe Property is taken by condemnation, and ifetffiect of
such condemnation is to render the Premises urttdnarfor Tenant's uses, then either Landlord avafémay terminate this Lease, by
written notice to the other party, at any timeduling the date the condemnor gives notice of iisrtion to take, and such termination shall
be effective on the date the condemning authohigfl have taken title or possession. If this Laeas®t terminated by either Landlord or
Tenant then it shall remain in full force and effas to the portion of the Premises remaining, idexv the Rent shall be reduced in the same
proportion that the area taken bears to the toéal af the Premises prior to taking. In the evhistitease is not so terminated, then Landlord
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agrees, at Landlord's sole cost, as soon as rdaggussible to restore the Premises to a compieiteof like quality, character and utility for
Tenant's purposes as existed prior to the condéomatothing contained herein shall be deemed osttaed to prevent Landlord or Tenant
from enforcing and prosecuting a claim or claimsthe value of its respective interest or rights@mnection with any condemnation
proceedings, whether partial or complete.

26. Insolvency.

If Tenant becomes insolvent, or makes an assignfoettie benefit of creditors, or a receiver is @ipped for the business or property of
Tenant, or a petition is filed in a court of congdtjurisdiction to have Tenant adjudged bankrtiy@n Landlord at Landlord's option may
terminate this Lease, provided if the bankruptcytioa filed with respect to Tenant is involuntaifygnant shall have ninety (90) days in wi
to cause such petition to be discharged before Ibashdhall have such termination right. Said teratiion shall reserve unto Landlord all of
the rights and remedies available under Sectiopeldw, and Landlord may accept rents from suchgassi or receiver without waiving or
forfeiting said right of termination.

27. Default.
a. By Tenant.

If any Rent is in arrears for a period of ten (d&ys after a written notice from Landlord to Tenantif Tenant shall fail at any time to keeg
perform any of the covenants or conditions of tléase other than a covenant for the payment afitrethly Rent for a period of more than
thirty (30) days after written notice thereof frarandlord (unless the cure cannot reasonably be Eatpwithin such thirty (30) day period,
and Tenant commences to cure such default withgh thirty (30) day cure period and diligently pwesiwsuch cure to completion), then, and
in either or any of such events Landlord, maytsabption, cancel this Lease upon
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giving the notice required by law, and/or may réeesaid Premises, but notwithstanding such reydniithe Landlord, the liability of the
Tenant for the Rent provided for herein shall reelstinguished for the balance of the Term of ltlieiase, and Tenant covenants and agrees t
make good to the Landlord any deficiency arisiragrfra re-entry and/or a reletting of the Premiseslasser rental than herein agreed. The
Tenant shall pay such deficiency each month aanth@unt thereof is ascertained by the Landlord. laddshall have an affirmative

obligation to use its best efforts to relet therfises or any portion of such Premises, and Terailt jgay the cost for reletting including but
not limited to the cost of tenant improvements, ahizandlord's reasonable attorneys' fees anddhleastate commission for such reletting. If
Landlord relets for a period of time longer thae turrent Lease Term, then any such costs shalldeated throughout the entire reletting
term to not unduly reduce the amount of considenateéceived by Landlord during the remaining penédenant's Lease Tenn. No remedy
or election by Landlord hereunder shall be deenxetlisive, but shall, wherever possible, be cumwatiith all other remedies at law or in
equity.

If any payment due from Tenant to Landlord hereunslenore than ten
(10) days late, Tenant shall pay Landlord inteosssuch late payment at an interest rate of twoguer(2%) above the Prime Rate.

b. By Landlord.

If Landlord fails to perform any covenant or cortitof this Lease, requiring the payment of moneythe part of Landlord and such failuri
not cured within ten (10) days after written noticem Tenant to Landlord, or if Landlord shall f&il keep or perform any of the covenants or
conditions of this Lease other than a covenanbadition requiring payment of money by Landlord auh failure is not cured within thirty
(30) days after written notice of
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the failure from Tenant to Landlord, then, in additto all other rights or remedies available tomd®t under this Lease, at law or in equity,
Tenant may perform the covenant or condition whiahdlord failed to perform and Landlord shall, upeneipt of an invoice from Tenant,
pay Tenant the actual costs incurred by Tenant haéng, together with interest thereon at an aderate two percent (2%) above the Prime
Rate provided, however, if Landlord commences oweafforts of a nonmonetary failure within therthi(30) day cure period and is

diligently prosecuting the cure in good faith, thika thirty (30) day period shall be extended smlas Landlord is diligently prosecuting the
cure to completion. In addition to the foregoinghtis and remedies of Tenant, if Tenant has alsengiotice of the failure to Landlord's
Lender as provided in the SND Agreement, and tli@ulteis not cured within the applicable time pespTenant shall, in addition to all other
rights and remedies at law or in equity, also htheeright to terminate the Lease on written notickandlord and Landlord's Lender,

provided that such termination right shall onlydpplicable with respect to uncured defaults whiaheha material adverse impact on Tenant's
occupancy or use of the Premises or on Tenanterdusr future parking requirements.

28. Storage Space.

During the entire term of this Lease, Tenant magdeavailable storage space in the Building atitbie market rates charged to third parties.
Tenant shall have access to the storage spaceytfoemt(24) hours per day, seven (7) days per wimek,ding holidays. Landlord does not
guarantee the availability, location or amounttofage space which may be available at any timeeQm®nant has naotified Landlord that
Tenant desires to lease storage space in the Bgiftid for so long as such notice is applicablsi@sige space becomes available for lease
(including space previously declined by Tenantndlard shall make such space available
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on a first offer basis. If Tenant does not agrelease such space within ten
(10) days of notice from Landlord that this spadklve available, Landlord may lease such spadkitd parties.

29. Building Name.

The name of the Building is the Starbucks Cented, laandlord agrees not to change the name of théity during the Lease Term except
provided below. So long as Tenant occupies at B4t of the Building, Tenant may direct Landlordéname the Building to any new trade
name that Tenant adopts for at least 70% of itslretitlets (e.g. by way of merger), or may direandlord to restore the SODO Center name
of the Building; provided Tenant pays all costssmeably attributable to such name change.

If Tenant directs the restoration of the SODO Cengne, then Tenant agrees not to use the namesigndition of the Building except as
may be permitted in writing by Landlord which consshall not be unreasonably withheld or delaykdny such use is permitted, Tenant
shall promptly discontinue the use of upon termdarabr expiration of this Lease. Tenant shall haseroperty right or interest in any name
or designation which may become associated withaiienbusiness to the extent that such name ayragin contains any reference to the
name or designation of the Building. If Tenant Ipemtion of law or otherwise is deemed to have iaedwany title or other right to any such
name or designation of the Building, Tenant stalihwith assign the same to Landlord or Landlodé'signee without consideration other
than the consideration of this Lease.

30. Building Directory.

Sufficient space shall be provided under Tenamt'eenon the building directory in the main lobbytleé Building to list the departments of
Tenant. Such list shall be updated from
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time to time (no more frequently than once per mprat Tenant's cost, when requested by Tenant.
31. Commission.

A commission shall be paid by Landlord pursuartheoCommission Agreement approved by Landlord araiigdKinzer & Co. The parties
agree that Craig Kinzer & Co. represented Tenattiémegotiation of this Lease. Each party reprssiwat it has no agreement to pay a
commission to any other third party and will hadhe tother party harmless from any such claims fonro@sions made by third parties.

32. Binding Effect.

Each of the provisions of this Lease shall extendrid shall, as the case may require, bind ané itauthe benefit of Landlord and Tenant,
their respective heirs, legal representatives,essmrs and assigns, subject, however, to the progisf Section 20 above. No waiver by
Landlord or Tenant of a breach by the other of @menant or condition of this Lease shall be carstito be a waiver of any subsequent
breach of the same or any other covenant or comditi

33. Holding Over.

If Tenant holds possession of the Premises aftetehm of this Lease, Tenant shall be deemed torhenth-to-month tenant upon the same
terms and conditions as contained herein, except, Réich shall be the then current fair market fenthe Premises or one hundred fifty
percent (150%) of the Base Floor Rent for the meiiomediately preceding the end of the Lease Tearighever is greater.
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34. Attorneys' Fees.

If either party to this Lease commences a legabadh order to enforce this Lease, the prevaifiagty in such action shall be entitled to
recover from the nonprevailing party the prevailparty's reasonable costs and attorneys' feesidimgl any such costs and attorneys' fees as
are incurred in bankruptcy court or on appeal.

35. Force Majeure.

The occurrence of any of the following events shatluse such obligations of Landlord or Tenantraglsereby rendered impossible or
reasonably impracticable for so long as such eventinues: strikes; lockouts; third-party laborpdites; acts of God; governmental
restrictions, regulations or controls; judicial ers|, results of hostile governmental action; adeinmotion, fire or other casualty; and other
causes beyond the reasonable control of the phlityated to perform. Notwithstanding the foregoititg occurrence of such events shall not
excuse Tenant's obligations to pay Rent.

36. Quiet Enjoyment.

So long as Tenant pays the Rent and performs treneots contained in this Lease, Tenant shall &etbenjoy the Premises peaceably and
quietly, subject to the provisions of this Lease.

37. Recordation.

Tenant shall not record this Lease without therpsidtten consent of Landlord; however, at Tenargtpuest, Landlord shall execute for
recording a memorandum of this Lease in the fotachted hereto as Exhibit R ("Memorandum of Lease").
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38. Governing Law.
This Lease shall be governed by, construed andedan accordance with the laws of the State osMifagyton.
39. Entire Agreement, Amendments and Severability.

This is the entire agreement between Landlord ahiiit with respect to the leasing of the PremiBieis. Lease supersedes all prior
discussions and agreements with respect to thim¢pabthe Premises, and may not be waived or nedléxcept by a written instrument
signed by both parties. If any provision of thisake is finally adjudicated to be invalid, illegalumenforceable, in whole or in part, it will be
deemed deleted to that extent and all other prmvisof this Lease shall remain in full force ani@etf This Lease is the result of substantial
negotiations between Landlord and Tenant. Conselyuénis Lease shall be construed in accordande thie fair intent of the language
contained herein in its entirety and not for oriagieither party, regardless of which party wapomsible for the preparation of this Lease.
The parties represent and warrant to each otheeé#ith has consulted with its own legal counsebimection with the preparation of this
Lease.

40. Notices.

Any notice, consent, approval or other communicatEquired or given pursuant to this Lease shalhhberiting and must be personally
delivered, delivered by facsimile with electronanéirmation of delivery or mailed by United Stateestified mail, return receipt requested,
postage prepaid. If mailed, notices shall be deeraeeived on the second (2nd) day following the @ditmailing. Notices shall be sent to the
receiving party at the address set forth belowushsther address as either party may designateiting to the other party:
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by a chain-link fence and secured by a padlockaftshall at all times have access to the Prerfiigesthe loading dock and Shipping Area
through the freight corridor and freight elevatar.™

44. Dispute Resolution.
a. Mediation.

In the event of any dispute between the partiessrgyiunder the Lease with respect to (a) the payofdRent (other than determination of
Effective Fair Market Rent under Section 3.b),i¢i@ntification of subsequent Building ImprovemeassBuilding Systems or Building
Amenities, (c) Operating Expenses,

(d) Expansion Options, (e) rights of first refusal (f) any other dispute that the parties agres$olve pursuant to this Section 44, the party
desiring to resolve the dispute shall first requleat the dispute be mediated and mediate the tdispphe requested mediation shall take place
in Seattle, Washington within twenty (20) busindags after written naotification to the other parfjie mediator shall be selected by
agreement of the parties or by the American ArbidreAssociation (or any successor organizationettog in Seattle, Washington and shall
have at least five (5) years of experience in consiakoffice and industrial real estate managenietite Seattle, Washington area.

b. Arbitration.

In the event any dispute mediated pursuant to &ed#.a. above is not resolved by mediation witein(10) business days after
commencement of the mediation or, if earlier, @hstime as the mediator determines in good faith @hresolution cannot be achieved
through mediation, the mediator shall submit thepdie to binding arbitration. The arbitrator shlselected by agreement of the parties or
by the American Arbitration Association (or any sessor organization thereto) in accordance wittuiess then prevailing and shall have f
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(5) years of experience in commercial office ardlstrial real estate management in the Seattlehivgton area. The arbitrator shall have
the authority to fashion such just, equitable agahl relief as the arbitrator shall, in its solecdétion, determine; provided, however, that the
arbitrator shall be required to enforce the attgfiee provisions set forth in Section 34 above.hgaarty shall bear all of its own expenses of
arbitration. All arbitration proceedings shall lmducted in Seattle, Washington. The decision efattbitrator shall be binding upon the
parties and may be enforced in the applicatioritbbeparty by the order or judgment of a courtofmpetent jurisdiction. The duty to
arbitrate shall survive the cancellation or terrtioraof this Lease.

45. Right of Second Refusal on Sale of Building.

Home Depot currently holds a right of first refusal Landlord's sale of the Larger Developmenthmeévent Landlord places the Larger
Development or any portion thereof on the markandlord agrees to give Tenant a right of seconasedfto purchase the Project in the event
Home Depot does not exercise its right of firsusal. Tenant shall have thirty (30) days from éiseipt of written notice from Landlord that
Home Depot has not exercised its right of firstisafl to exercise Tenant's right of second refuglaich exercise must be in writing.

46. Rooftop Area.

Landlord acknowledges that Tenant may improve tloétop of the Parking Garage as Building Amenitgsject to all applicable laws and
regulations.

47. Rooftop Communications Equipment.

Tenant may, at its option and expense have thé tioghut communications receiving/sending equipnoenthe rooftop of the Building and/or
the Parking Garages for its
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own use and not for lease to third parties, whigpghigment may be operated throughout the Lease @advany renewals or extensions
thereof. Tenant shall ensure that communicationgpetent installed on such roofs conforms to guitediset forth by the City of Seattle and
is consistent and compatible with the Building'sige and other systems. Such equipment shall betaia¢d at Tenant's cost and at Tenant's
risk. Landlord shall have no obligations regarding maintenance or insurance of such equipmendlbeshrecognizes the importance of
rooftop communications equipment to Tenant, willfgooperate with Tenant in developing reasonableening requirements for such
equipment, to be effected by Tenant at Tenant'sresgy and shall not unreasonably withhold its aggraf Tenant's proposed installation of
any such equipment.

Landlord will make every effort not to allow anyhet tenant to install any systems or device thatlvinterfere with the operation of
Tenant's communication system and Tenant shall reedgy effort such that its communication systenh mdat interfere with those of existir
tenants in the Building.

48. Daycare.

Landlord agrees that, subject to Tenant's compdiavith all applicable laws and regulations, Termaay install in the Premises a licensed day
care facility. Such day care facility shall have tight to use the park area in the parking lot efthe Building.

49. Generator.

The Premises shall include space in the Projedhfoinstallation of one (1) generator for use leydnt in the location shown on Exhibit T
attached hereto ("Location of Generator"). Tenaatlde responsible for the installation, maintereaand repair of this generator.
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50. East Lot.

Landlord agrees not to construct any structurekerEast Lot without Tenant's prior written appiovaich approval will not be unreasonal
withheld, delayed or conditioned; provided thdtahdlord desires to erect a structure in the EastTenant shall have the right of first
refusal to lease such area for a Starbucks reta@.sTenant must exercise such right of first safuby written notice to Landlord within thirty
(30) days of Tenant's receipt of written noticd.ahdlord's desire to erect a structure in the Eastind the terms of the lease for such retail
store shall be negotiated in good faith by theipgrt

IN WITNESS WHEREOF, the parties have executedAlniended and Restated Lease the day and yearbimstanritten.

LANDLORD:
FIRST AND UTAH STREET ASSOCIATES,
L.P., a Washington limited
partnership
By: SODO Center, Inc., its general
partner

By /s/ KEVIN DANI ELS

TENANT:

STARBUCKS CORPORATION, a Washington
corporation

By /s/ M CHAEL CASEY



STATE OF WASHINGTON )
)ss.
COUNTY OF KING )

| certify that | know or have satisfactory evidenbat Kevin Daniels, to me known to be the VicesRtent of SODO CENTER, INC., which
is the General Partner of FIRST AND UTAH STREET AB3ATES, L.P., a Washington limited partnershigns&d this instrument and
acknowledged said instrument to be the free andntaty act and deed of said corporation on beHlalil partnership, for the uses and
purposes therein mentioned, and on oath statedhéhas authorized to execute said instrument.

WITNESS my hand and official seal hereto affixeis tti3th day of February, 2001.

/sl LI NDA Pl ERATT

(Signature of Notary)

Linda P ieratt

(Print or stamp name of Notary)
NOTARY PUBLIC in and for the State
of Wash ington

My Appo intment Expires: 8-19-04.

STATE OF WASHINGTON )
)ss.
COUNTY OF KING )

| certify that | know or have satisfactory evidenbat Michael Casey signed this instrument, on stdted that he/she was authorized to
execute the instrument as the Exec. V.P. OF STARBE CORPORATION and acknowledged it to be the fre@ @luntary act and deed of
said corporation, for the uses and purposes merdionthe instrument.

WITNESS my hand and official seal hereto affixeid {4th day of February, 2001.

/sl NANCY M KENT

(Signature of Notary)

Nancy M. Kent
(Print or stamp name of Notary)

NOTARY PUBLIC in and for the State
of Washington
My Appointment Expires: 11/01/01.
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EXHIBIT 10.12

PURCHASE AGREEMENT
CARSON VALLEY BUSINESS PARK

PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT is made and entered intofahis 14 day of June, 2001 (the "Effective Datéy and between
STARBUCKS MANUFACTURING CORPORATION, a Washingtonorporation ("Purchaser"), and CVBP, LLC, a Nevadatéd liability
company ("Seller").

IN CONSIDERATION of the respective agreements hefter set forth, Seller and Purchaser hereby aagdellows:
1. Purchase and Sale.

(a) Seller agrees to sell and convey to PurchaserPurchaser agrees to purchase from Sellereaetims and conditions set forth in this
Agreement, the Property. As used herein, the theniProperty" shall mean, collectively: (i) thatteén parcel of land located within the
Carson Valley Business Park, Minden, Nevada, whantk is shown on the attached map (the "Park"),camtiaining approximately fifty (50)
acres of land and more particularly described otiBBXT A attached hereto (the "Land"), or any portithereof, in accordance with the terms
set forth in Section 1(b) hereof, together withcdlBeller's right, title and interest in all rightasements and interests appurtenant thereto
including, but not limited to, any streets or otpeblic ways adjacent to the Land and any developmghts, mineral rights owned by, or
leased to, Seller; (ii) any and all structures, systems associated with the Property (all suchidrgments being referred to herein as the
"Improvements"); (iii) all personal property ownleg Seller, located on or in the Land or Improverseartd used in connection with the
operation and maintenance of the Property (thest®al Property";), including, without limitationnyapersonal property listed on EXHIBIT
B attached hereto; and (iv) all trademarks, tradersg permits, approvals, and entitlements and atkeengible property used in connection
with the foregoing, including, without limitatioaJl of Seller s right, title and interest in anydaadl warranties and guaranties relating to the
Property (the "Intangible Personal Property").

(b) On the closing of the purchase and sale conagphereunder (the "Closing"), Seller agreestband convey to Purchaser either

(i) the entire Property, or (ii) a portion of theoPerty, provided that such portion shall not Iss [#han thirty (30) acres of the Property, the
and location of which shall be designated by Puehé&he "Partial Parcel”), on the terms and camlitset forth herein. On or before the last
day of the first Due Diligence Period, as such tesmefined herein, Purchaser shall provide Selléten notice of its intent to either purch
the Property or purchase the Partial Parcel (thatitl of Parcel Size Date") In the event that Paseln fails to give such written notice to
Seller by the end of the Notice of Parcel Size Rat# Purchaser is electing to proceed with theiaitiun of the Property, then Purchaser
shall be deemed to have elected to purchase thre Entperty. If applicable, during the five (5)aygeriod commencing on the Closing Date
(the "Five Year Period"), Purchaser shall haveothi@on to purchase the remaining portion of theperty (the "Remaining Parcel



by providing at least thirty (30) days' prior weitt notice to Seller, on the same financial terntsamditions as the initial purchase of the
Partial Parcel.

(c) Seller and Purchaser hereby acknowledge thahBser intends to use the Property to construteagct on the Land a coffee roasting
facility and distribution center and related impeavents ("Purchaser's Project”).

2. Purchase Price.

(a) The Purchase Price shall be determined by phyitig either

(i) One Dollar Five Cents ($1.05), if Purchasercctdgo purchase at Closing the entire portion efRhoperty and the entire portion of the
Option Land (as defined below) (collectively, tH®0 Acre Parcel), (ii) One Dollar Thirty Three Gei§$1.33), if Purchaser elects to
purchase between forty one (41) and fifty (50) aaithe Property, (iii) One Dollar Thirty Sevenr@e ($1.37), if Purchaser elects to purcl
between thirty five (35) and forty (40) acres of fhroperty, or (iv) One Dollar Forty Cents ($1.4DPurchaser elects to purchase between
thirty (30) and thirty four (34) acres of the Pragetimes the total gross square footage, whiarasg footage shall be determined by the area
within the Property or shown on the ALTA Survey defined below, and shall exclude any land or easg¢snwhich has been or will be
dedicated to public authorities in connection wita development of the Property or in connectiotiwie subdivision thereof. The total gr
square footage shall be determined by a surveyospgdrand prepared by Purchaser, at Seller's setewhich survey shall be certified by a
duly licensed surveyor or surveyors showing allgits conditions affecting the Property sufficiémt deletion of the survey exception from
the Title Policy (the "ALTA Survey"). The PurchaBdce shall be paid to Seller at Closing, minus apglicable Option Deposits amounts, as
such term is defined below, if applicable, the dsfructure Deposit, as defined below, and any egiplé credit against the Purchase Price at
the Closing in accordance with Sections 15(b) aifidiBhereof with respect to the costs of the Rhiasnvironmental report and the
Geotechnical report, and plus or minus prorationb@her adjustments hereunder, in the mannepsgétih Section 2(b) below.

(b) The Purchase Price shall be paid as follows:

(i) Within three (3) business days after the mutadcution and delivery hereof, Purchaser shalbsi¢p note in the amount of One Hundred
Fifty Thousand Dollars ($150,000) (the "Note") withitle company mutually acceptable to the patie®to (the "Title Company"), to secure
Purchaser's performance hereunder (the Note sra@inafter be referred to as the "Deposit"). Piaathe expiration of the Due Diligence
Period, the Title Company shall return the Depasd, if applicable, the Infrastructure Deposit ftoe purposes of this Section 2(b)(i), the
term "Infrastructure Deposit" shall not include amounts which have already been distributed ocated to Seller in accordance with
Section 2(b)(iii) hereof), to Purchaser on Purchagwtification that this Agreement has terminafBukereatfter, if Purchaser instructs Title
Company to return the Deposit, and, if applicatile,Infrastructure Deposit, then Title Company khalify Seller of Purchaser's demand,
and, unless Title Company receives within seveméyks of the date of Title Company's notice ardaffit from Seller stating that there is a
genuine dispute as to which party is entitled sghoceeds of the Deposit, and, if applicable/ifrastructure Deposit, and describing the
basis of Seller's claim



thereto, Title Company shall return the Deposit] drapplicable, the Infrastructure Deposit, to ¢haser, without any further instructions or
authorizations from Seller. Except as providech®sdontrary hereinbelow, if Purchaser makes a ddrfarreturn of the Deposit, and if
applicable, the Infrastructure Deposit, and Titnany does receive such an affidavit from Selligniw seven (7) days after Title
Company's notice, then Title Company shall holdDeposit, and, if applicable, the Infrastructurepbsit, in escrow until the dispute as to
which party is entitled to the proceeds of the Befpand, if applicable, the Infrastructure Depgasitresolved. If the Closing (i) does not oc
for any reason other than a breach by Purchaser tile Deposit, and, if applicable, the InfrastioetDeposit, shall be returned to Purchaser
in accordance with the provisions of Section 7 berer (ii) does occur, the Deposit, and, if apalite, the Infrastructure Deposit, shall be
returned to Purchaser at the Closing.

(i) If Purchaser exercises any of its Due Diligeriextension Options, as described below, Fifty Bama Dollars ($50,000) in cash shall be
deposited into an interest bearing account on fmreéhe commencement date of each such appli€aleDiligence Extension Option
(collectively, the "Option Deposits"), and the ambaf the Note shall be reduced by Fifty Thousamddds ($50,000). Any interest on the
Option Deposits shall belong to Purchaser. Theddlieposits and all interest thereon shall be agmpainst the Purchase Price at the
Closing. The Option Deposits shall be nonrefundédblurchaser for any reason other than a brea@elgr or a failure of any of the
conditions described in Section 5(a) or 6 below.

(iii) Purchaser shall have the option, in Purchasssle discretion, to require Seller to proceetth Beller's obligations set forth in Sections 15
(b) and 15(f), in accordance with Purchaser's m@se instructions, at any time prior to the Clgsivate (the "Early Infrastructure
Obligations") by depositing in an interesting begraccount with the Title Company an additional antpin cash, which amount shall be
determined by Purchaser in Purchaser's sole disarghe "Infrastructure Deposit"). If Purchasepdsits the Infrastructure Deposit, Seller
shall proceed with such portion of the Early Infrasture Obligations at such time that the Titlen@any receives the Infrastructure Deposit.
The Infrastructure Deposit shall be paid to Sedkefollows: in accordance with mutually acceptaserow instructions to be agreed to by the
parties hereto within ten (10) days after the ekenwand delivery hereof, Seller shall be reimbdrfem the Infrastructure Deposit for sums
which it has actually paid to unaffiliated thirdrpas prior to Closing, in connection with the Balhfrastructure Obligations, within five (5)
business days after Seller delivers proof of sumpents to Purchaser and Purchaser approves syctepi and the work performed
therefor. In the event that the Closing contempldiereunder does not occur for any reason whatsgeuechaser shall be fully refunded any
amount remaining in the Infrastructure Deposit wHies not already been distributed or allocategelter in accordance with the terms
hereof. Any interest on the Infrastructure Depshill belong to Purchaser. The Infrastructure Diéposl all interest thereon (including any
amounts paid or allocated to Seller) shall be agdpdigainst the Purchase Price at the Closing. fhastructure Deposit shall be fully
refundable to Purchaser in the event of any bregcBeller or a failure of any of the conditions désed in

Section 5(a) or 6 below. Notwithstanding anythiogtained herein, in the event that the Infrastmecideposit is refunded to Purchaser in
accordance with the preceding sentence, such retugitiinclude any and all amounts which have dlydzeen paid or been allocated to S¢
under this Section 2(b)(iii) and Seller shall imnadly pay such amounts to Purchaser.



(iv) The balance of the Purchase Price shall be fwabeller at the Closing in immediately availaflieds.
3. Title to the Property.

(a) At Closing, the Title Company shall issue todhaser an ALTA Owner's Policy of Title Insuran€®im B, rev. 10/17/70) in the amount
of the Purchase Price, insuring fee simple tititheLand or, if applicable, the 100 Acre Parcel #re Improvements in Purchaser, subject
only to the Permitted Exceptions (as hereinaftéindd) (the "Title Policy"). The Purchaser's obtiga to consummate the Closing shall be
conditioned upon the Title Policy providing full\a@rage against mechanics', materialmen's and t&'dlars arising out of the construction,
repair or alteration of the Improvements, if anyd &hall contain such special endorsements as &acimay require (the "Endorsements").
Seller shall execute and deliver to Title Compamywaner's affidavit sufficient to support the issoa of the Title Policy. As used herein, the
term "Permitted Exceptions" shall mean, collecyvéi) the standard printed exceptions on an ALT#r@r's Policy of Title Insurance (Form
B, rev. 10/17/70), (ii) nondelinquent liens for geal real estate taxes and assessments, (iii) imaisclosed by a current survey of the
Property and approved by Purchaser hereunderignahfy exceptions disclosed by the Preliminary &tep(as defined below) or any
Supplements (as defined below) and approved byhaser hereunder. Notwithstanding the foregoingtehm "Permitted Exceptions” shall
not include (x) any monetary liens, including, waith limitation, the liens of any deeds of trusbtiner loan documents secured by the
Property, other than current real estate taxe§;)@ny mechanics', materialmen's and brokersslien

4. Due Diligence and Time for Satisfaction of Cdimdfis.

Purchaser shall have the right to commence Dugdtie with respect to the Property following thée&ive Date and the due diligence
period ("Due Diligence Period") shall expire orhett (i) the date that is ninety (90) days afterEffective Date or (ii) on such earlier date
Purchaser shall designate. Purchaser shall hawe (8) options to extend the Due Diligence Peravdchfperiod of thirty (30) days each
(collectively, the "Due Diligence Period Extensi@ptions"). Purchaser must provide written notic&édler of its intent to exercise a Due
Diligence Period Extension Option, in the caseheffirst such Due Diligence Period Extension Optmmor before the expiration of the Due
Diligence Period, or, in the case of the secontthiod such Due Diligence Period Extension Optiamoo before the expiration of the previous
Due Diligence Period Extension. As used herein[xtie diligence Period shall mean the Due DiligeRedod as extended pursuant to the
terms hereof. Seller shall make available to Pugehand its employees, representatives, counsealamiltants access to all of its books,
records and files relating to the Property in S&llpossession or reasonable control, includinthowit limitation, all of the items set form on
said Exhibit C other than the Delivery Items (coiieely, the "Due Diligence ltems"), and Seller egs, to the extent reasonably feasible, to
allow Purchaser to make copies at Seller's officte property management office of such itemsuastaser reasonably requests.
Notwithstanding the foregoing, Seller shall notrbguired to make available or provide to PurchasgrDue Diligence Items that ¢
attorney-client privileged.
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5. DILIGENCE PERIOD CONDITIONS.

The following conditions are precedent to Purchagagligation to purchase the Property and to delilie Purchase Price (the "Diligence
Period Conditions"):

(a) Purchaser's review and approval of title toRh&perty, as follows. Seller shall deliver to fhaser at Seller's sole cost and expense, within
five (5) days after the Effective Date, or at sotiher time as specified below, the following:

(i) a current standard coverage preliminary tilpart with respect to all of the Land, or, if appldle, the 100 Acre Parcel, issued by Title
Company, accompanied by copies of all documenésned to in the report (the "Preliminary Reporpipvided, however, that not
withstanding anything contained herein, immediagdtgr Seller receives a copy of the ALTA Survegll& shall order the Preliminary
Report and deliver the same to Purchaser and utssed within forty eight (48) hours of receivingtRreliminary Report;

(i) copies of all existing and proposed easemartgenants, restrictions, agreements or other dentsiwhich affect title to the Property that
are actually known by Seller and that are not dsetl by the Preliminary Reports;

(iii) the ALTA Survey (notwithstanding anything caned herein, the ALTA Survey shall be deliveredPtirchaser within 10 business days
of the date hereof), the Phase | environmentalrtepod the Geotechnical report (as described ai@e5(b) hereof),

(iv) copies of the most recent property tax bitis the Property,
(v) copies of all documents relating to actionstssand legal or administrative proceedings affgcthe Property;
(vi) financial information concerning income andpexses relating to the ownership and operatioheProperty; and

(vii) copies of any leases or other occupancy agesss, if any, (the "Leases") affecting the Propéahy such Leases shall be terminated on
or before Closing).

Purchaser shall deliver written notice (the "OhtiNotice") to Seller, prior to the end of the DD#igence Period, if any of the exception:
title disclosed by the Preliminary Report, the ALBArvey, any surveys provided by Seller or any eys\wobtained by Purchaser during the
Due Diligence Period are objectionable to Purché$agijections"). Seller shall have three

(3) days after receipt of the Objection Notice ieegPurchaser: (i) written notice that Seller shak all reasonable efforts to remove all
Objections from title on or before the Closing Date(ii) written notice that Seller elects notdause the Objections to be removed. If Seller
shall fail to give Purchaser written notice ofétection under clause (i) or (ii) of the precedssgtence within said three (3) days, Seller shall
have deemed to have elected not to cause the @jetd be removed. If Seller gives Purchaser ratitder clause (ii), Purchaser shall have
ten (10) days to elect to proceed with the purcloaserminate this Agreement. If Purchaser shélkdagive Seller written notice of its

election within said ten (10) days, Purchaser dhafleemed to have elected to terminate this Ageaenf Seller gives notice

-V-



under clause (i) above and fails to remove all@bgections prior to the Closing Date and Purchésanwilling to accept title subject to such
Objections in its sole and absolute discretioncRaser shall have, as its sole right and remedycoaunt of such failure by Seller, the righ
terminate this Agreement. In the event that Puehsminates this Agreement pursuant to this papag the Deposit, if applicable, the
Infrastructure Deposit and the Option Depositanif, shall be immediately returned to Purchasemaittier party shall have any further
obligations hereunder except to the extent selfiarGections 12, 16(b), 16(g), 16(k) and 16(I)cloér

In the event the Title Company issues any suppléifiSapplement") to the Preliminary Report durihg term of this Agreement, Purchaser
shall have until the later of the end of the Dukg@nce Period and ten (10) days following delivefysuch Supplement to Purchaser to
deliver an Objection Notice to Seller setting faathy Objections to any exceptions contained theasthnot disclosed in the Preliminary
Report, or any prior Supplement thereto. Therea8eller shall have three (3) days after receiguzh Objection Notice to give Purchaser:
(x) written notice that Seller shall use all reaanle efforts to remove all Objections from title anbefore the Closing Date; or (y) written
notice that Seller elects not to cause the Objestio be removed. If Seller shall fail to give Fhaser written notice of its election under
clause (x) or (y) of the preceding sentence witiait three (3) days, Seller shall have deemedve &kected not to cause the Objections to be
removed. If Seller gives Purchaser notice undersady), Purchaser shall have five (5) days totéteproceed with the purchase or terminate
this Agreement. If Purchaser shall fail to givel&elritten notice of its election within said fiyé ) days, Purchaser shall be deemed to have
elected to terminate this Agreement. If Seller gimetice under clause (x) above and fails to renadivlaie Objections prior to the Closing
Date and Purchaser is unwilling to accept titlgjscttto such Objections in its sole and absoluserétion, Purchaser shall have, as its sole
right and remedy on account of such failure bye3gthe right to terminate this Agreement. In therg that Purchaser terminates this
Agreement pursuant to this Section, the Depositpflicable, the Infrastructure Deposit and thei@pbeposits, if any, shall be immediately
returned to Purchaser and neither party shall haydurther obligations hereunder except to therbset forth in Sections 12, 16(b), 16(g),
16(k) and 16(I) hereof.

Notwithstanding anything to the contrary providextdin, Seller shall be obligated to remove frome firior to the Closing (a) any delinque
taxes and assessments, (b) any mechanics', matenialand broker liens (other than any mechaniatenalmen's and broker liens for which
Purchaser is responsible under the terms of thiséxgent), (c) any other monetary liens, and (d)ex@eptions caused by Seller's voluntary
acts after the Effective Date and not approved lngfaser hereunder.

(b) Purchaser's review and approval in its soleabwblute discretion, prior to the expiration af hue Diligence Period, of all aspects of the
Property, including, without limitation, all of tHaue Diligence Items and the results of Purchassgsninations, inspections, testing, and or
investigations of the Property (collectively, "Plaser's Due Diligence Investigations”). Purchagaus Diligence Investigations shall inclu
an examination for the presence or absence of HaaarMaterial (as defined below) on, under or eFmoperty. In connection therewith,
Purchaser shall have prepared, at Purchaser'sasiland expense, except to the extent that sisttshall be credited against the Purchase
Price at the



Closing in accordance with section 8(f)(i) herepturrent Phase | Environmental report and a ctiBeotechnical report covering soils and
related matters, as designated by Purchaser. Ang suexcess of such amount shall be paid by PsechRurchaser shall deliver copies o
such reports to Seller prior to the Closing withaoy warranty or representation as to the accuteergof. In addition, in Purchaser's
discretion and at Purchaser's sole cost and expgmsay chose to engage in or otherwise condugtaaditional environmental studies or
environmental testing or sampling with respecthi Property or with respect to the soils or growader. Seller or its representative may be
present to observe any testing performed on thpdPypby Purchaser or its representatives. As hsegin, the term, "Hazardous Material"
shall mean any substance, chemical, waste or othtarial which is listed, defined or otherwise itiiéed as "hazardous" or "toxic" under any
federal, state, local or administrative agencymadce or law, including, without limitation, the @prehensive Environmental Response,
Compensation and Liability Act, 42 U.S.C. Secti@Bf1 et seq.; and the Resource Conservation ama/BgcAct, 42 U.S.C. Sections 6901
et seq.; or any regulation, order, rule or requeehadopted thereunder, as well as any formaldehyda, polychlorinated biphenyls,
petroleum, petroleum product or by-product, crudlenatural gas, natural gas liquids, liquefiedurat gas, or synthetic gas usable for fuel or
mixture thereof, radon, asbestos, and "sourcegcigpnuclear" and "by-product” material as defimethe Atomic Energy Act of 1985, 42
U.S.C. Sections 3011 et seq.

(c) Purchaser's review and approval, prior to ttygration of the Due Diligence Period, of a schedolepared by Seller and delivered to
Purchaser on or before the Effective Date, ideintifyall of the service contracts and similar agreets that Seller intends to assign to
Purchaser at Closing (the "Schedule of Agreemer®siiichaser shall have the right, in its sole éiseon, to require the termination of any
service contract or other agreement identifiedhenSchedule of Agreements effective as of the GfpBiate, by delivering to Seller written
notice (the "Contract Termination Notice") on ofdre the expiration of the Due Diligence Periodli@dively "Terminable Agreements"). If
Purchaser fails to deliver the Contract Terminatimtice within such time period, Purchaser shaltlbemed to have elected to assume all of
the agreements identified on the Schedule of Agesesn Under all circumstances, Seller shall candetterminated as of the Closing all
property management agreements and leasing agreerifi@my, with respect to the Property. Thos&isercontracts and agreements
identified on the Schedule of Agreements that atderminated by Purchaser pursuant to this Se&ohare referred to herein as the
"Assumed Contracts."

(d) Purchaser's review and approval, prior to tigration of the Due Diligence Period, of reporysdngineers and/or architects selected by
Purchaser to inspect the Property.

(e) Purchaser's review and approval, prior to #tperation of the Due Diligence Period, of all doceimbs evidencing or securing the existing
encumbrances, all certificates of occupancy, pstreitvironmental, soil, traffic, subdivision anchizgy reports, studies or documents,
insurance policies, warranties, any other agreesnegports, studies, inspections or investigatafrthe Property, and any other contracts,
documents or items of significance to the Property.
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(f) Purchaser's review, prior to the expiratiorttef Due Diligence Period, of all actions, suits] &&gal or administrative proceedings affec
the Property.

(9) Purchaser's review and approval, prior to ttration of the Due Diligence Period, of evidesatisfactory to Purchaser and its legal
counsel that the Property complies with all apfilieazoning, subdivision, land use, redevelopmeamgrgy, environmental and other
governmental requirements, including but not limhite current height, setback, floor-to-area ratid &ederal Aviation Administration
restrictions and regulations, applicable to the osgntenance and occupancy of the Property ailiafhaser's Project.

(h) Review and approval, prior to the expiratiorthe Due Diligence Period, by Purchaser and itallegunsel of all documentation relating
contracts, service agreements, closing documentdtite, and all other legal matters related te Broperty and its acquisition by Purchaser.

(i) Purchaser's review and approval, prior to thgiration of the Due Diligence Period, of the plogdicondition of the Property, including,
without limitation, of all improvements located teen, if any, and the confirmation that the Propedides not contain any asbestos containing
materials or hazardous materials.

(j) Purchaser's review and approval, prior to tkgiration of the Due Diligence Period, of writtegraements from governmental agencies
other third parties obtained by Purchaser, in foacmeptable to Purchaser, which specify and defirtax, economic and other benefits that
will be available and/or provided to Purchaseranrmection with Purchaser's project, and any andiatjuality/pollution credits, permits or
approvals necessary in connection with Purchagmaject on the Property, including without limitati the operation of twelve (12) roasters.
Seller shall exercise its best efforts to coopenatie and assist Purchaser in Purchaser's effordédtain such tax, economic and other ben
and shall use its contacts and relationships wotteghmental agencies and other parities to famliRurchaser's efforts to obtain such tax,
economic, and other benefits, and in the eventSké#er is able to obtain any such air quality piddin credits or permits, Seller shall convey
such credits or permits to Purchaser at the Closihgo cost to Purchaser, and pursuant to docusnaek instruments required by Purchaser.

(k) Purchaser's review and approval, prior to tkration of the Due Diligence Period, of any atib#-site mitigation, improvement and
assessment requirements which will be imposedmmection with Purchaser's Project on the Property.

() Receipt by Purchaser of a certificate, priothte expiration of the Due Diligence Period, innfiosatisfactory to Purchaser, confirming that
all state and local real property and businessstaretaining to the Property (including, withouniiation, all corporate, sales, and withholc
taxes) have been paid in full by Seller.

Prior to the end of the Due Diligence Period, Paser shall deliver written notice (the "Approvaltde”) to Seller informing Seller whether
or not Purchaser has approved or waived all obihe Diligence Period Conditions. Notwithstandingtaing in this Agreement to the
contrary, Purchaser shall have the right to terteittais Agreement at any time prior to the end
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of the Due Diligence Period, in its sole and abotliscretion and for any or for no reason whatsody, by the end of the Due Diligence
Period, Purchaser shall not have delivered the éygNotice to Seller approving or waiving all dtDue Diligence Period Conditions, then
this Agreement shall automatically terminate. le @vent that this Agreement is terminated pursteatitis Section, the Deposit and the
Infrastructure Deposit (excluding any amounts whiekie already been distributed or allocated tceB@llaccordance with Section 2(b)(iii)
hereof) shall be immediately returned to Purchaserneither party shall have any further obligatibereunder except to the extent set forth
in Sections 12, 16(b), 16(g), 16(k) and 16(l) héreo

6. Conditions to Closing.

The following conditions are precedent to Purchassbligation to acquire the Property and to delthe Purchase Price (the "Conditions
Precedent"). If any Conditions Precedent are nidfesd as determined by Purchaser in Purchasalésdéscretion, Purchaser may elect by
written notice to Seller to terminate the Agreememd receive a refund of the Deposit, if applicatiie Infrastructure Deposit and the Option
Deposits, if any. Upon such termination, neithetyahall have any further obligations hereunderegx as provided in Sections 12, 16(b), 16
(9), 16(k) and 16(I) hereof.

(a) This Agreement shall not have terminated pursteaany other provision hereof, including, withdimitation, Section 5 above.

(b) The physical condition of the Property shallsbbdstantially the same on the day of Closing athemlate of Purchaser's execution of this
Agreement, reasonable wear and tear and loss bpltagxcepted (subject to the provisions of Seclib below), and, as of the day of
Closing, there shall be no litigation or adminittra agency or other governmental proceeding oflang whatsoever, pending or threatened,
which after Closing would materially adversely afféhe value of the Property or the ability of Fhaser to operate the Property in the ma

in which it is currently being operated or the #pibf Purchaser to construct and operate PurclsaBesject, and no proceedings shall be
pending or threatened which could or would causeaddesignation or other modification of the zorifagsification of, or of any buildings
code requirements applicable to the Property orpamtion thereof, which after Closing would mat#yiadversely affect the value of the
Property or the ability of Purchaser to operateRhaperty in the manner in which it is currentlyrigeoperated or the ability of Purchaser to
construct and operate Purchaser's Project.

(c) Title Company shall be irrevocably and uncoindially committed to issue to Purchaser the Titidy as described in Section 3(a) above
(subject only to payment of its premiums therefor).

(d) All of Seller's representations and warrantiestained herein shall be true and correct on theiy Date.

(e) Prior to the end of the Due Diligence Periolé®@nd Purchaser shall have agreed, in each'paegsonable discretion, upon the changes
if any, in the covenants, conditions, restrictiansl easements which are to be recorded with respéue Land at or
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prior to the Closing from the current form of tleatrtain Declaration of Covenants, Conditions anstifions of Carson Valley Business
Park as of December 8, 1993 (the "CC&Rs"), providexvever, that Purchaser shall only be subjeatriaximum assessment (as such term
is defined herein) amount under the CC&Rs of Twoddand Dollars ($2,000) per year, for a periodw {5) years from the Closing Date.
This Section 6(e) shall survive the Closing

(f) Promptly following the mutual execution of thAgyreement and at least ten (10) business daystpridlosing, Seller, at Seller's cost,

(i) shall file an appropriate and complete applaratvith Douglas County for Douglas County's appiaf parcel maps ("Parcel Maps") in

form and substance reasonably approved by Purchmasater to subdivide the Property, the Remairitagcel (if applicable, and the Option
Land (as such term is defined herein) as separgtd parcels, (ii) shall diligently process sucplaations and (iii) shall otherwise exercise
best efforts to obtain Douglas County's approvadhefParcel Maps and to cause the Parcel Maps daligdiled.

(9) During the Due Diligence Period, at Purchas@pson, Purchaser shall acquire water and sewhtsifor water and sewer utility services
in capacities deemed by Purchaser, in Purchasée'sliscretion, to be sufficient to serve Purchaderoject from Douglas County. In the
event that Purchaser attempts to purchase suds fighn Douglas County, Seller shall be obligatditigently and actively assist Purchaser
with the acquisition of such rights. In additiopam the Closing, at no cost to Purchaser, Sell@t sbnvey to Purchaser 19.89 acre feet of
water rights, any additional water rights that &efias the right to acquire, and approximately 2@Tivalent domestic units of sewer rights
pursuant to instruments and documents approveditishBser.

(h) Seller has performed all of its covenants hedeu.
7. Remedies.

(@) In the event the sale of the Property is nosammmated because of the failure of any conditiosng other reason except a default under
this Agreement solely on the part of PurchaserPbgosit, and, if applicable, the Infrastructurepbsit, shall immediately be returned to
Purchaser. If said sale is not consummated soktgise of a default under this Agreement on thiegp&@urchaser, Seller shall be excused
from further performance hereunder and the Depbsill be paid to and retained by Seller as ligeidatamages. The parties have agreed tha
Seller's actual damages, in the event of a deffguRturchaser, would be extremely difficult or imgifeable to determine. THEREFORE, BY
PLACING THEIR INITIALS BELOW, THE PARTIES ACKNOWLERSE THAT THE DEPOSIT HAS BEEN AGREED UPON, AFTER
NEGOTIATION, AS THE PARTIES' REASONABLE ESTIMATE OBELLER'S DAMAGES AND AS SELLER'S EXCLUSIV

REMEDY AGAINST PURCHASER, AT LAW OR IN EQUITY, IN HE EVENT OF SUCH A DEFAULT UNDER THIS AGREEMENT

ON THE PART OF PURCHASER. THE PARTIES ACKNOWLEDGHAT THE PAYMENT OF SUCH LIQUIDATED DAMAGES IS

NOT INTENDED AS A FORFEITURE OR PENALTY, BUT IS INANDED TO CONSTITUTE LIQUIDATED DAMAGES TO SELLEF

INITIALS: Seller [Initials Illegible] Purchaser [itials lllegible]



(b) In the event the sale of the Property is noisconmated because of a default under this Agreeametiite part of Seller, Purchaser may
either (1) terminate this Agreement by deliverywitten notice of termination to Seller, whereuf@) the Deposit, if applicable, the
Infrastructure Deposit and all Option Deposits kbalimmediately returned to Purchaser, and (BleBshall pay to Purchaser any out-of-
pocket title, survey, environmental report or stuglscrow, legal and inspection fees, costs andresgseactually incurred by Purchaser and
any other out-of-pocket fees, costs and expengaalbcincurred by Purchaser in connection with pleeformance of its due diligence review
of the Property and the negotiation and performanfi¢ckis Agreement, including, without limitatioeanvironmental and engineering
consultants' fees and expenses, and neither gaatiyhave any further rights or obligations hereemeixcept to the extent set forth in Sections
12, 16(b),

16(g), 16(k) and 16(1) hereof, or (2) continue thigFeement and bring an action for specific perfance hereof.

8. Closing and Escrow.

(a) Upon mutual execution of this Agreement, theips hereto shall deposit an executed counteqgbahis Agreement with Title Company
and this Agreement shall serve as instructiondtte Tompany for consummation of the purchase ahel ontemplated hereby. Seller and
Purchaser agree to execute such additional esasivuctions as may be appropriate to enable tlieectimpany to comply with the terms of
this Agreement; provided, however, that in the ¢wémny conflict between the provisions of thisrAgment and any supplementary escrow
instructions (other than joint escrow instructiqribl terms of this Agreement shall control.

(b) The parties shall conduct an escrow Closingyant to this

Section 8 on either (i) the date that is thirty)(88ys after the expiration of the Due Diligenceid®k (ii) on such other earlier date as
designated by Purchaser, or (iii) or on such ldste as Purchaser and Seller may agree in theiasaol absolute discretion (the "Closing
Date"). In the event the Closing does not occuoobefore the Closing Date, the Title Company shailless it is notified by both parties to
the contrary within five (5) days after the ClosiDgte, return to the depositor thereof items whiehe deposited hereunder. Any such return
shall not, however, relieve either party of anypility it may have for its wrongful failure to cles

(c) At or before the Closing, Seller shall deliverTitle Company (for delivery to Purchaser upongiig) the following (other than the
materials described in clause (xi) below, whichlldbadelivered directly to Purchaser by Sellerstahtially concurrent with the Closing):

(i) a duly executed and acknowledged grant, bargathsale deed in the form attached hereto as EXHERthe "Deed");

(i) an assignment of service contracts, warrardies guaranties and other intangible property énféhhm attached hereto as EXHIBIT F (the
"Assignment of Intangible Property");



(iii) originals of all Assumed Contracts and alhet material documents, agreements and correspoadewl items relating to the ownership,
operation, maintenance or management of the Pggpert

(iv) a "FIRPTA Affidavit" pursuant to Section 1445
(b)(2) of the Internal Revenue Code duly execute&éller which Affidavit shall indicate that no fe@l withholding shall be required;

(v) such resolutions, authorizations, bylaws oeottorporate and/or partnership documents rel&tirggller as shall be required by Title
Company;

(vi) the certificate certifying as to Seller's repentations and warranties as required by Sec{mrb@low;
(vii) all personal property described in the Bill®ale to the extent in Seller's possession ooredse control; and

(viii) any other closing documents reasonably retes by Title Company. Purchaser may waive compdéiam Seller's part under any of the
foregoing items by an instrument in writing.

(d) At or before the Closing, Purchaser shall delto Title Company (for delivery to Seller uporo€ihg) the following;
(i) the duly executed Assignment of Intangible Fndyp;

(i) such resolutions, authorizations, bylaws drastcorporate and/or partnership documents or aggets relating to Purchaser as shall be
required by Title Company;

(iii) the duly executed and acknowledged affidafiteal property value;

(iv) any other customary and/or reasonable clodmguments requested by Title Company or Purchasevifled that in no event shall any
such documents increase the liability of Purchaser)

(v) the balance of the Purchase Price in cashharatmediately available funds, subject to praraiand adjustments as set forth herein.

(e) Seller and Purchaser shall each deposit stnar dtstruments as are reasonably required byitteedompany or otherwise required to cl
the escrow and consummate the acquisition of thpePty in accordance with the terms hereof (pravithat in no event shall any such
documents increase the liability of Purchaser die§eSeller and Purchaser hereby designate Titlmpany as the "Reporting Person" for
transaction pursuant to Section 6045(e) of therhaieRevenue Code and the regulations promulgae@under and agree to execute such
documentation as is reasonably necessary to effiectuch designation.
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(f) The following are to be apportioned as of tHesthg Date as follows, with Purchaser being deetoduk the owner of the Property during
the entire day on which the Deed is recorded aimblentitled to receive all income of the Propeayd being obligated to pay all expense
the Property, with respect to such day:

(i) Other Apportionments; Closing Costs. Amountggigle under the Assumed Contracts, annual or gerpsimit and/or inspection fees
(calculated on the basis of the period covered],liability for other Property operation and maimaece expenses and other recurring costs
shall be apportioned as of the Closing Date. Ssheil pay all transfer taxes with respect to thepPBrty, any recording fees and omaf (1/2)
of the escrow fee. Seller shall pay the premiuntlierTitle Policy that is properly allocable to #8eTA or standard coverage portion thereof
and all endorsements, and Purchaser shall payottieqpfor such premium that is properly allocatiighe ALTA or extended coverage
portion and one-half (1/2) of the escrow fee. Salall be responsible for all costs incurred inroection with the prepayment or satisfaction
of any loan secured by the Property, includinghwitt limitation, any prepayment fees, penaltiest@rges. At the Closing, all costs
associated with updating and/or preparing the Phaseironmental report and the Geotechnical repgrtto the maximum amount of Twenty
Thousand Dollars ($20,000), shall be crediteditierbenefit of Purchaser, against the Purchase.Rxltother costs and charges of the
escrow for the sale not otherwise provided fohis Subsection 8(f)(i) or elsewhere in this Agreatshall be allocated in accordance with
the applicable closing customs for the county inclithe Property is located as determined by ttie Tompany.

(il) Real Estate Taxes and Special Assessmentslefiiquent real estate taxes and assessmentdshazdid by Seller at or before Closing.
Non-delinquent real estate taxes and assessmentdshaibrated between Purchaser and Seller as @fltistng Date using the actual current
tax bill, but if such tax bill is not available @tosing, then such proration shall use an estirvaltulated to be 102% of the amount of the
previous year's tax bill, subject to a post-Clogiacpnciliation using the actual current tax bihem received pursuant to Subsection 8(f)(iv)
below. In the proration(s), Purchaser shall beiteddvith an amount equal to the real estate tarelsassessments applicable to the period
prior to the Closing Date, to the extent such amdbas not been actually paid by Seller. In the etheat Seller has paid prior to Closing any
real estate taxes or assessments applicable petal after the Closing Date, Seller shall betkatito a credit for such amount. If, after
Closing, any additional real estate taxes or ass&sis applicable to the period prior to the Cloddage are levied for any reason, including
back assessments, escape assessments or any assessier, then Seller shall pay all such addifiamounts.

(iii) Preliminary Closing Adjustment. Seller andreliaser shall jointly prepare a preliminary Closamjustment on the basis of any source
income and expenses, and shall endeavor to dslisdr computation to Title Company at least twod@)s prior to Closing.

(iv) Post-Closing Reconciliation. If any of the edeaid prorations cannot be calculated accuratethe Closing Date, then they shall be
calculated as soon after the Closing Date as fiea&tither party owing the other party a sum of eypbased on such
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subsequent proration(s) shall promptly pay said suthe other party, from the Closing Date to theedf payment if payment is not made
within ten (10) days after delivery of a bill théoe

(v) Survival. The provisions of this Section 8(fladl survive the Closing.
9. Representations and Warranties of Seller.
(a) Seller hereby represents and warrants to Psectae follows:

(i) Seller has not, and as of the Closing Sellatlsiot have (A) made a general assignment fob#refit of creditors, (B) filed any voluntary
petition in bankruptcy or suffered the filing ofyaimvoluntary petition by Seller's creditors, (Giffered the appointment of a receiver to take
possession of all, or substantially all, of Sedl@ssets, which remains pending as of such timjesyffered the attachment or other judicial
seizure of all, or substantially all, of Sellerssats, which remains pending as of such time, dE)téed in writing its inability to pay its debts
as they come due, or (F) made an offer of settlénegitension or composition to its creditors getra

(i) Seller is not, and as of the Closing shall het a "foreign person" as defined in Section 1dfthe Internal Revenue Code of 1986, as
amended (the "Code") and any related regulations.

(iii) This Agreement (A) has been duly authorizedecuted and delivered by Seller, and (B) doesamat,as of the Closing shall not, violate
any provision of any agreement or judicial ordewtdch Seller is a party or to which Seller or fr@perty or the 100 Acre Parcel is subject.

(iv) Seller has full and complete power and autlydo enter into this Agreement and to perfornoitéigations hereunder, subject to the terms
and conditions of this Agreement.

(v) There are no Leases affecting the Properth@rl00 Acre Parcel.

(vi) To Seller's knowledge, there is no litigatipending or threatened with respect to the Propertiie 100 Acre Parcel or the transactions
contemplated hereby.

(vii) To Seller's knowledge, there are no violat@f any applicable buildings codes or any appleanvironmental, zoning or land use law,
or any other applicable local, state or federal tmwegulation relating to the Property or the 2@®e Parcel, including, without limitation, the
Americans with Disabilities Act of 1990.

(viii) To Seller's knowledge, Seller has not faitedobtain any material governmental permit neagsfea the operation of the Improvements
in the manner in which they are presently being aieel.
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(i) To Seller's knowledge, Purchaser's Projectaa with all zoning, land use and Environmengad and regulations, and any and all
such laws and regulations are final and non-appkala

(x) To Seller's knowledge, there are no condemnationing, environmental or other governmental gealings pending or threatened that
would affect the Property or the 100 Acre ParceRarchaser's Project. Seller has not receivednaitien notice of any special assessment
proceedings affecting the Property or the 100 ARaecel, that is not disclosed on the PreliminargdRis.

(xi) Seller has not granted any option or righficdt refusal or first opportunity to any partyaequire any fee or ground leasehold interest in
any portion of the Property or the 100 Acre Parcel.

(xii) To the best of Seller's knowledge, therermoghysical defects applicable to the Propertyher00 Acre Parcel.

(xiii) The Due Diligence Items and documents daldeeto Purchaser pursuant to this Agreement wililbef the relevant documents,
materials, reports and other items pertaining ¢éocibndition and operation of the Property or th@ Afre Parcel, will be true and correct
copies, and will be in full force and effect, witltalefault by any party and without any right of-e# except as disclosed in writing at the
time of such delivery.

(xiv) Neither Seller, nor to the best of Sellermivledge, any third party has used, manufactuteded or disposed of, on under or about the
Property or the 100 Acre Parcel or transported tooon the Property or the 100 Acre Parcel, anyafdaus Materials.

(xv) No detention ponds shall be required on thapPrty or the 100 Acre Parcel in connection with #rird party user on the Park or in
connection with the Park generally.

(xvi) Except for those portions of the Park whicvh been sold to users who have constructed bg#dinthe Park, Seller owns the entire
Park, and Seller holds a title insurance policyiitgy Seller that Seller owns the Park.

(b) It shall be a condition precedent to Purchassligation to purchase the Property or the 10@ARarcel and to deliver the Purchase Price
that all of Seller's representations and warramiggained in or made pursuant to this Agreemeait fave been true and correct when made
and shall be true and correct as of the Closing Daitthe Closing, Seller shall deliver to Purchiaseertificate certifying that each of Seller's
representations and warranties contained in SeB{@nabove are true and correct as of the CldSatg in a form reasonably acceptable to
Purchaser.

(c) All representations and warranties by the resype parties contained herein or made in writingspiant to this Agreement shall be deemed
to be material and shall survive the executiona@glivery of this Agreement and the Closing for aqek of twenty-four (24) months. In the
event that a claim is not made with respect toeadin of a representation or
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warranty set forth herein or made in writing pursiua this Agreement within such twenty-four(24) mio period, such claim shall be deemed
waived.

10. Representations and Warranties of Purchasesh&ser hereby represents and warrants to Selfelass:

(a) Purchaser is a duly organized and validly exgslimited liability company in good standing umdbe laws of the State of Washington;
Agreement and all documents executed by Purchasiehwvare to be delivered to Seller at the Closirga at the time of Closing will be du
authorized, executed and delivered by Purchasdrdamot and at the time of Closing will not vi@atny provisions of any agreement or
judicial order to which Purchaser is subje

(b) Purchaser has not, and as of the Closing Psectshall not have (i) made a general assignmetihdéobenefit of creditors, (ii) filed any
voluntary petition in bankruptcy or suffered thinfij of any involuntary petition by Purchaser'sditers, (iii) suffered the appointment of a
receiver to take possession of all, or substaptall] of Purchaser's assets, which remains perabngf such time, (iv) suffered the attachment
or other judicial seizure of all, or substantialy, of Purchaser's assets, which remains pendirgf such time, (v) admitted in writing its
inability to pay its debts as they come due, oy ifvade an offer of settlement, extension or contfpwsto its creditors generally.

11. Risk of Loss.

(a) Purchaser shall be bound to purchase the Rydperthe full Purchase Price as required by #rens hereof, without regard to the
occurrence or effect of any damage to the Propertiestruction of any improvements thereon or comasion of any portion of the Property
provided that (i) the cost to repair any such dasragdestruction, or the diminution in the valughaf remaining Property as a result of a
partial condemnation, does not exceed $100,0Q00n(ihe case of any such damage or destructi@epair can be completed within ninety
(90) days, and (iii) upon the Closing, there shalla credit against the Purchase Price due hereagdal to the amount of any insurance
proceeds or condemnation awards collected by Sadlerresult of any such damage or destructioomad@mnation, less any sums reasonably
expended by Seller toward the restoration or regfaine Property, and, if all of the proceeds oaedg have not been collected as of the
Closing, then such proceeds or awards shall bgrassito Purchaser, and Purchaser shall also ikedrt a credit against the Purchase Price
in the amount of any deductible or uninsured loss.

(b) If the amount of the damage or destructionamdemnation as specified in Section 11(a) aboveads $100,000, or, in the case of any
such damage or destruction, the repair cannot impleted within ninety (90) days, then Purchaser,maaits option to be exercised within
twenty (20) days of Seller's written notice of teeurrence of the damage or destruction or the cemsement of condemnation proceedings,
either terminate this Agreement or consummate tinehase for the full Purchase Price as requirethéyerms hereof If Purchaser elects to
terminate this Agreement or fails to give Selleitten notice within such 2@ay period that Purchaser will proceed with thechase, then tf
Deposit and Infrastructure Deposit shall be immetijareturned to Purchaser and neither party $taade any further rights
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or obligations hereunder except to the extentarh in Sections 12, 16(b),

16(g), 16(k) and 16(1) hereof. If Purchaser elézisroceed with the purchase, then upon the Closirgge shall be a credit against the
Purchase Price due hereunder equal to the amoamiyahsurance proceeds or condemnation awardsctedl by Seller as a result of any ¢
damage or destruction or condemnation, less ang seasonably expended by Seller toward the regiarat repair of the Property, and, if
all of the proceeds or awards have not been cellieas of the Closing, then such proceeds or aveti@tsbe assigned to Purchaser, and
Purchaser shall also be entitled to a credit ag#iesPurchase Price in the amount of any dedectibLininsured loss.

12. Access; Indemnity; Possession.

(a) Commencing on the Effective Date and throughQlosing Date or the earlier termination of thgrdement, Seller shall afford authoriz
representatives of Purchaser reasonable accdss Ryaperty for purposes of satisfying Purchas#r mispect to the representations,
warranties and covenants of Seller contained hemaihwith respect to satisfaction of any DiligeRaziod Condition or any Condition
Precedent, provided (a) such access does notdérgdrf any material respect with the operatiorhefRroperty, and (b) Seller shall have the
right to pre-approve in its reasonable discretiod be present during any physical testing of ttep®rty. Purchaser hereby agrees to
indemnify, defend and hold Seller harmless from against any and all claims, judgments, damagesefg penalties, fines, demands,
liabilities, encumbrances, liens, costs and expe(iaeluding reasonable attorneys' fees, couriscarstl costs of appeal) actually suffered or
incurred by Seller and to the extent arising oubrofesulting from damage or injury to personsmperty caused by Purchaser or its
authorized representatives during their investigatf, entry onto and/or inspections of the Propprior to the Closing. If this Agreement is
terminated, Purchaser shall repair the damage ddysPurchaser's entry onto and/or inspectionk@Property, provided the foregoing shall
not require Purchaser to repair or remediate angitions that are discovered by Purchaser. Theyfing indemnity shall survive the
Closing, or in the event that the Closing doesanour, the termination of this Agreement.

(b) Possession of the Property shall be delivesdeiirchaser on the Closing Date.
13. Seller Covenants.

(a) At the time of Closing, Seller shall cause ¢gplaid in full all obligations under any outstanglimritten or oral contracts made by Seller for
any improvements to the Property or 100 Acre Paeced Seller shall cause to be discharged all nmécsiamaterialmen's and brokers' liens
arising from any labor or materials furnished te Broperty or the 100 Acre Parcel or broker's sesvprior to the time of Closing (other than
any mechanics', materialmen's and broker liens/fach Purchaser is responsible under the termiisftgreement).

(b) Between the Effective Date and the ClosingleBshall promptly notify Purchaser of any condetiorg environmental, zoning or other
land-use regulation proceedings of which Selleaimistknowledge, between the Effective Date andCfiosing, as well as any notices of
violations of any Laws relating to the Propertytloe 100 Acre Parcel of which Seller
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obtains knowledge, and any litigation of which 8ebbtains knowledge, between the Effective Datktha Closing, that arises out of the
ownership of the or the Option Land.

(c) Through the Closing Date, Seller shall maintaiicause to be maintained, at Seller's sole ewkeapense, all policies of insurance
currently in effect with respect to the (or comdeareplacements thereof).

(d) Seller shall deliver to Purchaser copies otajlies of any bills for real estate taxes and@ebkproperty taxes and copies of any notices
pertaining to real estate taxes or assessmentgalplpl to the Property or, if applicable, the 10@ré\Parcel that are received by Seller afte
Effective Date, even if received after Closing. Tindigations set forth in this Section 13(d) shsalivive the Closing.

(e) No off-site mitigation, improvement requiremeand/or assessments (including but not limiteghtpfees in connection with Purchaser's
Project such as impact, tap or development feede(dively, "Assessments") have been imposed erPitoperty or the 100 Acre Parcel,
except for those listed in the Preliminary Repod ¢hose listed in Section 6(e) above, nor shallarth Assessments be imposed on the
Property or, if applicable, the 100 Acre Parcel,dgeriod of ten (10) years after the Closing Dakeept as specifically provided for herein.
In addition, Seller shall be, at all times, solegponsible for paying any such Assessments ragairs imposed on the Property and the
Option Land, including but not limited to any Asse®nts in connection with Purchaser's Propose@¢trsijich as impact, tap or developn
fees, and shall keep the Property and the Optionl fiiee and clear of any and all liens and encund@siin connection therewith. In
connection with this Paragraph 13(e), Seller agre@sdemnify Purchaser and hold harmless and defemchaser from and against any and
all claims, damages, liabilities, losses, costsexpbnses (including, without limitation, reasomadttorneys' fees) resulting from any such
Assessments. The obligations set forth in thisi8edt3(e) shall survive the Closing.

(f) Seller hereby agrees to indemnify and hold Hass\Purchaser, its directors, officers, employaed,agents, and any successors to
Purchaser's interest in the chain of title to thepPBrty and the Option Land, their directors, @fi&; employees, and agents, from and against
any and all liability including, without limitatigrall foreseeable and all unforeseeable conse@le&@mages, directly or indirectly arising out
of (i) the use, generation, storage, or disposalafardous Materials by Seller or any prior owneomerator of the Property and the Option
Land, including without limitation the cost of argquired or necessary repair, cleanup, or det@tia and the preparation of any closure or
other required plans, and

(i) the environmental conditions described in EXHI J attached hereto, whether any such actioagsired or necessary prior to or
following transfer of title to the Property or tgption Land, to the full extent that such actioatigibutable, directly or indirectly, to the
presence or use, generation, storage, releasatehesl release, or disposal of Hazardous Matdaya#sy person on the Property or the Oy
Land prior to the transfer of title thereto by Fhaser. Seller's obligations set forth in this Secii3(f) shall survive the Closing.
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14. Purchaser's Consent to New Contracts Affedtieg”roperty or the Option Land; Termination ofdfixig-Contracts.

(a) Seller shall not, after the Effective Date,egnhto any contract, or any amendment thereof véfipect to the Property or the Option Land,
without obtaining Purchaser's prior written congéetreto, and which consent shall not be unreaspnédthheld by Purchaser (provided that
Purchaser may withhold or condition its conseritsrsole and absolute discretion following the enthe Due Diligence Period). Seller shall
be entitled, without the consent of Purchaserntereinto, amend or otherwise deal with servicetemts and similar agreements that are not
Assumed Contracts in the ordinary course of busittest are terminable on not more than thirty (8)s' prior notice and which shall not be
binding on Purchaser after the Closing Date. Nditsténding anything to the contrary provided in ®éxtion 14(a), if Purchaser fails to
disapprove in writing any such action requiring ¢haser's consent under this Section 14(a) witkien ) business days after Purchaser's
receipt of such request and information, Purchsisall be deemed to have approved such new actiBar¢chaser disapproves of any such
action, Purchaser shall provide to Seller, alonipsuich written notice of disapproval, the reason$urchaser's disapproval.

(b) Seller shall terminate prior to the Closingnatcost or expense to Purchaser, any and all nreamagt agreements, service contracts or
similar agreements affecting the Property or théddd_and that are not Assumed Contracts (other thech contracts or agreements that
Seller is not obligated to terminate pursuant tctiBa 5(c) above) and all employees, if any, of Bmeperty or the Option Land.

(c) Seller shall not, after the Effective Date,ateeany new encumbrance or lien affecting the Rtppe the Option Land other than liens and
encumbrances (i) that are reasonably capable n§lskscharged prior to the Closing and (i) thataiat will be and are discharged prior to the
Closing. The obligations set forth in this Sectigk{c) shall survive the Closing to the extent sokligations are violated prior to the Closing.

15. The Condition of the Property at Closing. Sedleall complete the following actions at Sellspgée cost and expense, and in a manner
satisfactory to Purchaser:

(&) Subdivision. Seller shall comply with the cdratis set forth in Section 6(f) above.

(b) Utilities. On or before that date which is dnendred twenty (120) days after the Closing Dag#leBshall, at Seller's sole cost, cause the
installation of all utilities as listed in, and &tcordance with the specifications described inHBAT G attached hereto and made a part
hereof, in the street adjacent to the Propertyarspecific locations approved by Buyer (which khegult in Seller extending such utilities to
specific locations designated by Purchaser, pravitlat such utilities shall be stubbed into theprty on the northerly Property line,
approximately seventy five

(75) feet from the easterly Property line of thedgerty described in Exhibit A attached hereto) alhduch utilities shall be installed
underground. In addition, Seller shall (i) at Sedlsole cost, obtain the necessary commitments &lbsuch utility providers required to
provide the services set forth in EXHIBIT G, incing, without limitation, the work being undertakem,to be undertaken, by Southwest Gas
in order to
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extend natural gas service to the Property, whistkwncludes, without limitation, extending, repleg and upgrading existing natural gas
pipe lines (the "Southwest Work"), (ii) in the evémat Purchaser purchases the 100 Acre Parcdbaing, provide a Two Hundred Forty
Thousand Dollars ($240,000) credit against the Irage Price at Closing to partially compensate Rsehfor the cost of the Southwest
Work, and, if in connection with the Southwest Waky refunds or waivers of any deposits or otmepants are available, such amounts
shall also be credited against the Purchase Rwicd,such amounts are only available after thes@lg, be paid directly to Purchaser

(iii) pay any utility deposits required from themipable utility providers. At Closing, the PurcleaBrice shall be reduced by Eighty Thousand
Dollars ($80,000) for electrical utility deposifghe electric utility provider does not requireweaives the utility deposit, and in the event that
Purchaser purchases either the Property or th&PRatrcel at Closing, Purchaser shall receive arfwThousand Dollar ($20,000) credit
towards the Purchase Price if Southwest Gas ddagaquire or waives the utility deposit.

(c) Physical Conditions. Prior to the Closing, 8e#ihall, at Seller's sole cost, demolish and renamy of the Improvements, or any additic
improvements, located on the Property, includintheut limitation, any buildings, dwellings, struots and/or paved areas, that Purchaser
designates on or before the expiration of the Diligéhce Period, and such demolition and removalldie completed in a manner
reasonably acceptable to Purchaser.

(d) Leases. Any and all Leases must be terminategelier at Seller's cost on or prior to the Clgsin

(e) Easements, Covenants, Restrictions and otheeftents. Prior to the Closing, Seller shall causecovenants, conditions and restricti
to be amended, in a manner reasonably acceptatile frarties hereto, as set forth in Section 6¢egdf.

(f) Access Road. On or before that date which i lwndred twenty (120) days after the Closing D&#der shall complete the construction,
at Seller's expense, of an access road which simathe entire length of the western boundary efRhoperty line, with appropriate signage,
traffic signals or other traffic control deviceS{fjnalization") and paving, and which shall be aimum of forty four (44) feet wide (which
width is measured from inside curb face to curlefam addition, such access road shall comply waiitstate and local plans, requirements,
regulations and laws such that such access roadmpublicly dedicated. Seller shall exercise éstlkefforts to cause such access road to be
accepted by Douglas County for maintenance atdhe&st date which is reasonably possible followting completion of the construction of
each such category of such improvements. Untiatteess road is accepted by Douglas County for eraanice, or until Douglas County
otherwise agrees to maintain the access roadrSabdl be responsible for the maintenance of sugiovements at Seller's expense.

On or before September 30, 2002, Seller shall hetv@eller's expense,

(i) conveyed the land necessary for the Douglasn@oAirport to construct a road which road will g@tt the southern portion of the access
road (described above) to the Douglas County Atrftbe "Airport Access Road") and (ii) caused theuBlas County Airport to have
completed the construction of the Airport AccessiiRwith appropriate Signalization and paving, amictv shall be a minimum of forty four
(44) feet wide (which width is measured from insideb face
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to curb face). In addition, the Airport Access Raadll comply with all state and local plans, regmients, regulations and laws such that the
Airport Access Road may be publicly dedicated.&edhall exercise its best efforts to cause thpdkirAccess Road to be accepted by
Douglas County for maintenance at the earliest @hieh is reasonably possible following the comipletof the construction of each such
category of such improvements. Until the Airportc&ss Road is accepted by Douglas County for mant®) or until Douglas County
otherwise agrees to maintain the Airport Accessdr8aller shall be responsible for ensuring thenteaiance of such improvements at
Seller's expense. In the event that the AirportedscdRoad has not been completed by July 1, 20@2wtilimiting any of Seller's obligations
hereunder, including, without limitation, the olaign to complete the Airport Access road as predidbove, Seller shall have caused, at
Seller's sole cost, a truck turnaround to be coteglat the southern end of the access road bydatehwhich truck turnaround must be
graded and finished with a quality base and deceeghgranite approved by Purchaser, such that tharbund is topped with an all-weather
surface, contain appropriate Signalization, comyth all state and local plans, requirements, ratioihs and laws and be sufficient for 18-
wheeler truck turnaround use, all as approved bglser in Purchaser's sole discretion. In additfadhe Airport Access Road has not been
completed by November 30, 2002, without limitingy arfi Seller's obligations hereunder, including haeifit limitation, the obligation to
complete the Airport Access road as provided abovany remedy available to Purchaser, Seller $taale caused, at Seller's sole cost, such
truck turnaround to be paved in a manner reasoragifiyoved by Purchaser. If, under the terms he&sifer is required to complete such
truck turnaround, Seller shall also be obligatef)tpromptly remove such truck turnaround andaesthe access road to its previous
condition (in accordance with the specificationsfegh in this

15(f)), at Seller's expense, as soon as the Aidseress Road has been completed and (ii) conneditport Access Road to the access road
in accordance with the standards set forth in$leistion 15(f).

(g) Off-Site Traffic Mitigation. Seller shall be sty responsible, at Seller's sole cost, for theping, development and construction of all off-
site traffic mitigation improvements, if any aregosed, which are required in an area outside oPtbperty (i) which are related to any
building or other improvement on the Property stall be used in connection with Starbucks Corpamaiusiness operations, and for which
Purchaser has obtained a building permit withiraagal of five (5) years from the Closing Date ay hich are related to any other
development of the Park or property owned by Salléihe future. Seller shall undertake such plagnidevelopment and construction in
accordance with all applicable state and localplasgulations, requirements and laws.

(h) Construction Easements. Upon the Closing, Safid Purchaser shall grant to each other, Dougpamty and the applicable utility
companies any temporary non-exclusive access amtragtion easements over the Property and otlogrepty owned by Seller as shall
reasonably be necessary in order for Seller arsdichn utility companies to construct and/or insaaly of the improvements contemplated in
this Section 15 and in order for Purchaser to begirstructing Purchaser's Project on the PropAitguch easements shall be subject to
Purchaser's approval, which approval Purchaseeagdoenot unreasonably withhold.

() Soil. Within five (5) days from the date herg8kller shall identify the areas within the Padad where soil will be excavated and provi
to Seller for the purposes
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and on the terms set forth herein. Such soil dlefiuitable for use in the connection with the tigyment of Purchaser's Project and shall be
clean and free from any contaminants, includindpaut limitation Hazardous Materials, and such sbdll be structurally suitable soil in
accordance with the Geotechnical report recommendafexcept as otherwise described below) ("Sofifjer Seller so identifies such areas
within the Park, Purchaser shall have forty five)(days, at Purchaser's option, to perform randesting of the Soil at such sites in order to
pretest the Soil to ensure that the Soil is comamti free and complies with the Geotechnical remdmmendations. Thereafter, if the Sa
acceptable to Purchaser in Purchaser's sole dmtréurchaser shall have a ten (10) day periadeotify the location to where such Sail (in
guantities described below) shall be delivered ciwhdcation shall be either (1) on the Propertg apecific location to be designated by
Purchaser or (2) at an alternative location withithe Park, which location shall be reasonablyigfeded by Purchaser. Seller shall then
deliver the Soil to such location prior to the coemoement of the construction of improvements orPttoperty, but in no event later than a
date which shall be designated by Purchaser mri@lasing. In the event that Purchaser electsdoged with (2) above, Purchaser shall i
such Soil on to the Property at Purchaser's cost.

Seller shall deliver the Soil to the location dé@sed above in two (2) piles -- the first pile sHadl composed of approximately one (1) foot of
surface material, which Soil shall not be deemeadttirally suitable, and the second pile shall mmposed of structurally suitable Soil (as
described above) which piles, together, shall consist of the follogramounts of Soil: (A) in the event that Purcligaechases the 100 Ac
Parcel upon Closing, the entire amount of Soil tharoduced from any works of improvements, grgainexcavation, including without
limitation the Soil produced from the constructmfithe access road set forth in Section 15(f) Herealertaken within the Park on behalf of
Seller, by Seller or by Seller's contractors (tRark Improvements"). If, however, the Park Improeats produce less than forty thousand
(40,000) cubic yards of Soil, Seller shall give ¢haser (i) such entire amount of Soil producedigyRark Improvements and (ii) all of the
Soil from Seller's existing excess Soil pile ("Ess&oil Pile”). (B) In the event that Purchasercchases either the Property or the Partial
Parcel upon Closing, Seller shall give Purchasentywthousand (20,000) cubic yards of Soil. If ek Improvements produce less than
twenty thousand (20,000) cubic yards of Soil, Salkell give Purchaser (y) such amount of Soil poedl by the Park Improvements and (z)
the all of the Soil from Seller's Excess Soil Pitethe event that Purchaser does not specifyatetions as to where the Soil shall be
delivered, Seller shall stockpile the Soil at aaltii@n within the Park, which location shall be aied reasonably close to the Property and
Purchaser shall thereafter have the option, inlRger's sole discretion, for a period of one (& wnd forty (40) days from the date herec
remove and use the Soil. If Purchaser discovetghieaSoil is not contaminant free or does not dgmyith the Geotechnical report
recommendations (as applicable), Purchaser's emigdy shall be to not accept the Soil from Selhel, & applicable, Seller shall promptly
remove the Soil from the Property.

The obligations set forth in this Section 15 skalivive the Closing.
16. Miscellaneous.

(a) Naotices. Any notice, consent or approval regghior permitted to be given under this Agreemeal §fe in writing and shall be deemed to
have been given upon (i)
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hand delivery, (ii) one (1) business day after baleposited with Federal Express or another raialkernight courier service, with receipt
acknowledgment requested, (iii) upon receipt ihsraitted by facsimile telecopy, with a copy sentlmsame day by one of the other
permitted methods of delivery, or (iii) upon rededp refused delivery deposited in the United $tawaiil, registered or certified mail, postage
prepaid, return receipt required, and addresséallass:

IF TO SELLER:

WITH A COPY TO:

IF TO PURCHASER:

WITH A COPY TO:

WITH A COPY TO:

CVBP, LLC
318 North Carson
Carson City, Neva
Suite 209
Attn: Gary Cook
Fax No.: (775) 88

Brooke, Shaw, Pli
1590 4th Street
Minden, NV 89423
Attn: T. Scott Br
Fax No.: 775-782-

Starbucks Manufac
2401 Utah Avenue
Seattle, WA 98134
Attention: Willia
Rick Arthur
Fax No.: (206) 31

Craig Kinzer & Co
1201 Third Avenue
Seattle, WA 98101
Attention: Craig
Fax No.: (425) 37

Orrick, Herringto
Old Federal Reser
400 Sansome Stree
San Francisco, Ca
Attn: Michael H.
Fax No.: (415) 77

da 89701

5-7314

mpton Zumpft
ooke, Esq.
3081

turing Corporation
South

m Wood, Esqg. and

8-7793

. Suite 2350

E. Kinzer
8-1221

n & Sutcliffe LLP
ve Bank Buildings
t

lifornia 94111-3143
Liever, Esg.
3-4285

or such other address as either party may from tintiene specify in writing to the other.

(b) Brokers and Finders. Neither party has hadcamyact or dealings regarding the Property, or@mmunication in connection with the
subject matter of this transaction, through any estate broker or other person who can claim lat tiga commission or finder's fee in
connection with the sale contemplated herein exieEB Richard Ellis ("Purchaser's Broker"), wh@semmission and fees shall be paid by
Seller. Seller shall pay as a commission to PueteBroker ten percent (10%) of the Purchase Pfitlee Property and of
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the Purchase Option Price, as such term is defieegin, if applicable, and Seller shall pay saichoossion(s) through Escrow. In the event
that any other broker or finder makes a claim fooemmission or finder's fee based upon any conti@etiings or communication, the party
whose conduct is the basis for the broker or fimdaking its claim shall indemnify, defend and hb&mless the other party against and from
any commission, fee, liability, damage, cost angesse, including without limitation attorneys' feassing out of or resulting from any such
claim. The provisions of this Section 16(b) shalvéve the Closing, or in the event that the Clgsilves not occur, the termination of this
Agreement.

(c) Successors and Assigns. Purchaser reserveglii¢o take title to the Property in the nameafominee or assignee. In the event the
rights and obligations of Purchaser hereunder &igadissigned by Purchaser, the assignor shalldesesl from any obligation or liability
hereunder, and such nominee or assignee shalbiséitated as Purchaser hereunder and shall béedrtit the benefit of and may enforce
Seller's covenants, representations and warramtiesinder as if such nominee or assignee wereitfiaa Purchaser hereunder, and shall
assume all obligations and liabilities of Purchdssneunder, subject to any limitations of suchiliids and obligations hereunder or provided
by law. This Agreement shall be binding upon thecessors and assigns of the parties hereto. Witimoiting the foregoing, if Seller
liquidates or distributes to its partners the PasehPrice or prorations thereof prior to satisfyafigf Seller's obligations hereunder, Purch
shall have recourse against the proceeds distdliatthe extent of any unsatisfied obligations ell&3 hereunder.

(d) Amendments. Except as otherwise provided hetieisi Agreement may be amended or modified onlg lyritten instrument executed by
Seller and Purchaser.

(e) Governing Law. This Agreement shall be govermgdnd construed in accordance with the laws ®State of Nevada.

(f) Merger of Prior Agreements. This Agreement #melexhibits and schedules hereto, constitutesritiee agreement between the parties
supersede all prior agreements and understandetgeén the parties relating to the subject mattesdf.

(9) Enforcement. If either party hereto fails tafpam any of its obligations under this Agreementf@ dispute arises between the parties
hereto concerning the meaning or interpretatioanyf provision of this Agreement, then the defagliparty or the party not prevailing in st
dispute shall pay any and all costs and expensesragd by the other party on account of such detnd/or in enforcing or establishing its
rights hereunder, including, without limitation,usbcosts and attorneys' fees and disbursemenissiéeh attorneys' fees and other expenses
incurred by either party in enforcing a judgmeniténfavor under this Agreement shall be recoverallparately from and in addition to any
other amount included in such judgment, and suhregys' fees obligation is intended to be severfbim the other provisions of this
Agreement and to survive and not be merged intosach judgment. The provisions of this Section 16{@ll survive the Closing, or in the
event that the Closing does not occur, the ternanaif this Agreement.

(h) Time of the Essence. Time is of the essendki®fAgreement.
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(i) Severability. If any provision of this Agreemteor the application thereof to any person, placeircumstance, shall be held by a court of
competent jurisdiction to be invalid, unenforceatreroid, the remainder of this Agreement and quavisions as applied to other persons,
places and circumstances shall remain in full fenece effect.

(j) Marketing. Seller shall not list the Propertjttwany broker or otherwise solicit or make or gutcaEny offers to sell the Property, engage in
any discussions or negotiations with any thirdyuaith respect to the sale or other dispositiofiriancing of the Property, or enter into any
contracts or agreements (whether binding or ng@nding any disposition or financing of the Propelotwithstanding the foregoing,
Purchaser may enter into additional agreementsi@hase and sale for the acquisition of alternginoperty for Purchaser's Project.

(k) Confidentiality. Each party agrees to maintairconfidence, and not to disclose to any thirdypahe information contained in this
Agreement or pertaining to the sale contemplatedidyeand the information and data furnished or neadgélable by Seller to Purchaser, its
agents and representatives in connection with Rseats investigation of the Property, the traneastcontemplated by the Agreement or
Purchaser's Project; provided, however, that eady fits agents and representatives may disclose isformation and data (a) to such
party's accountants, attorneys, prospective lendecountants, partners, consultants and othesadvin connection with the transactions
contemplated by this Agreement (collectively "Reyargtatives™) to the extent that such Representate@sonably need to know (in
Purchaser's or Seller's reasonable discretion) isfictimation and data in order to assist, and perfservices on behalf of, Purchaser or
Seller;

(b) to the extent required by any applicable segtlaiw, regulation, governmental authority or carder; (c) in connection with any securities
filings, registration statements or similar filingadertaken by Purchaser; and

(d) in connection with any litigation that may arisetween the parties in connection with the treticias contemplated by this Agreement.
Purchaser shall consult with Seller prior to makamy press release intended for general circulatigarding the transactions contemplated
hereunder. The provisions of this Section 16(k}Ishavive the Closing, or in the event that the$ihg does not occur, the termination of this
Agreement.

() Return of Documents. In the event that this @gnent terminates, Purchaser shall return to Salldue diligence materials and all copies
thereof delivered by Seller to Purchaser hereurides.provisions of this Section 16(l) shall survthe termination of this Agreement.

(m) Counterparts and Facsimile Signatures. ThisAgrent may be executed in one or more countergaith, of which shall be deemed an
original and all of which, when taken together,lsha deemed to be one agreement. This Agreemenbmaxecuted pursuant to original or
facsimile copies of signatures, with the same éfhsdf the parties had signed the document putgdoaoriginal signature.

(n) Limited Liability. The obligations of Purchasare intended to be binding only on Purchaser hagtoperty of Purchaser, and shall not be
personally binding upon, nor shall any resort be toathe private properties of any of its trustedicers, beneficiaries, directors, members,
or shareholders, or of its investment managergémeral partners, officers,
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directors, members, or shareholders thereof, oleamgloyees or agents of Purchaser or its investmangger.

(o) Purchase Option. Purchaser shall have an ofsiipanrchase (the "Purchase Option") all or a partf that certain parcel of land located
within the Park and containing approximately fi(§0) acres of land and more particularly describedEXHIBIT A-2 attached hereto (the
"Option Land") for a purchase price equal to eitfie©ne Dollar Five Cents ($1.05), if Purchaserces to purchase at Closing the 100 Acre
Parcel or (i) the amount determined by multiply@ge Dollar and Thirty-Three Cents ($1.33) timesttial gross square footage of the
Option Land, which square footage shall be deteethioy the area within the Option Land as showrhem®dLTA Survey and exclude any
land or easements which will be dedicated to pudaliorities in connection with the developmenthaf Option Land or the subdivision
thereof, as adjusted annually commencing with itis¢ dnniversary of the Closing Date by any incesiasthe consumer price index for the
region in which the Option Land is located (theréhase Option Price"). The Purchase Option shafinmence as of the date hereof and
expire on the date that is five (5) years afterGlasing Date (the "Option Period"). PurchaserIdtle the right to exercise the Purchase
Option at any time during the Option Period by givat least thirty

(30) but not more than one hundred eighty (180sgmior written notice to Seller. If Purchaser &do purchase the Option Land at least
thirty (30) days prior to the Closing hereundeertlihe sale of the Option Land shall be on the dammes and conditions as set forth herein
and the Option Land shall be deemed a part of thpdrty. If Purchaser elects to purchase the Optaord at any time thereafter, the sale of
the Option Land shall be on the terms and conditgat forth in this Section 16(o) above and otbasonably acceptable terms and condit
which will be as more particularly set forth in EXHT I, which shall be reasonably agreed to by pheties hereto as soon as reasonably
practical after the date hereof and which shaklitteched hereto on or before the expiration ofxhe Diligence Period. The provisions of t

Section 16(0) shall survive the Closing.

(p) Purchaser's Pre-Closing Rights. Purchaser bhathtitled to grade the Property and prepar@thperty for development and construction
prior to the Closing. In the event that the Closilogs not occur, Purchaser shall have no obligatioastore the Property to its former
condition nor shall Purchaser have any other lighiith respect thereto, provided, however, thatdPhaser shall indemnify Seller against
claims for personal injury or property damage fodtiparties arising out of such grading or pregarat

17. Park Restrictions.

(a) At Closing, Seller shall place the followingtgctions on portions of the Park, as designatyéih, which restrictions shall (i) benefit
Purchaser, (ii) bind the applicable portions of Baek (as set forth below),

(iii) in the event that Seller has placed financimgthe Park, be approved by Seller's lender/filgainand, on or before such time, Seller's
lender/financier shall agree in writing that anyeitlosure or deed in lieu of foreclosure broughBkejler's lender/financier shall not terminate
such restrictions, (iv) be in a form and substaieesonably approved by the parties hereto on arédfie expiration of the Due Diligence
Period, (v) be enforceable by both Seller and Pagseh and (vi) be recorded upon the Closing
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(1) Power Plant Substations. The placement of pglgt substations within the Park shall be prdhihi

(2) Overhead Power Lines. The placement of povnesli
(i) on the Property or (ii) within the Park withihree hundred (300) feet of the Property linesldi®prohibited.

(3) Use Restriction. All owners and lessees inRhgk shall be prohibited from engaging in the beisénof coffee bean roasting. In addition,
any owner or lessee in the Park shall be prohibfitett engaging in the primary business of coffearbeistribution on any portion of the P:
situated within a two (2) mile radius of the Prdger

(4) Sewage Treatment Facilities. The placemenhygpfswage treatment facility within the Park shallprohibited.

(5) Odor. Any owner or lessee situated on any portif the Park shall be prohibited from emitting ador which would interfere with or
adversely affect Purchaser's planned operatioteeoRroperty.

(b) Signage and Street Names. Purchaser shallthavéght to install wall and/or building signage Burchaser's Project, at locations and in
forms reasonably acceptable to the parties hgpedwjded, however, that the installation of sugnaige is performed in accordance with any
applicable Douglas County rules or regulations gowg such signage. If any Park signage is instdile Seller which lists any Park user's
name, Purchaser shall have the right to have itgerlsted on such signage in at least the sizevalarit to such other user and at no cost to
Purchaser. The street on which Purchaser's Piigjttated shall be named "Starbucks Drive" unfasghaser chooses an alternative name
for such street, in which case Purchaser mustyn8gfler prior to Closing, and Seller shall offitfaname such Street such alternative narr
Seller's sole cost. In addition, Seller shall behiited from changing the name of the Park omizmme of a street within or near the Park to
incorporate the name of any competitor of Purchager, as one of its primary business purposes, tisd coffee industry.
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IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the date first above written

SELLER: CVBP, LLC
a Nevada
Please initial Section 7(a) above
By: [SI
Its:
By: [SI
Its:
PURCHASER: STARBUCKS
CORPORATI
a Washing
Please initial Section 7(a) above By: [SIG

iimited liability company

GNATURE ILLEGIBLE]

GNATURE ILLEGIBLE]

MANUFACTURING
ON,
ton corporation

NATURE ILLEGIBLE]

E PRESIDENT




COUNTERPART SIGNATURE PAGE TO
PURCHASE AGREEMENT

DATED AS OF , 2001

(TITLE COMPANY)

Title Company agrees to act as Title Company aleldompany in accordance with the terms of thise&gent and to act as the Reporting
Person in accordance with Section 6045(e) of ttermal Revenue Code and the regulations promuldghtgdunder.

TITLE COMPANY

By: [SIGNATURE ILLEGIBLE]

Its: VP

Date: 6/19, 200.



LIST OF EXHIBITS

EXHIBIT A Legal Description of Land

EXHIBIT A-2 Legal Description of Option Land

EXHIBIT B List of Personal Property

EXHIBIT C Due Diligence Items

EXHIBIT D Intentionally Deleted

EXHIBIT E Form of Nevada Grant Bargain and Sale Deed
EXHIBIT F Form of Assignment of Intangible Property
EXHIBIT G Utilities

EXHIBIT H Intentionally Deleted

EXHIBIT | Terms of Option Land Purchase

EXHIBIT J Environmental Indemnities
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EXHIBIT 10.12.1
FIRST AMENDMENT TO PURCHASE AGREEMENT

THIS FIRST AMENDMENT TO PURCHASE AGREEMENT ("Firédmendment") is made and entered into as of thisl@hof November,
2001, by and between STARBUCKS MANUFACTURING CORPERON, a Washington corporation ("Purchaser"), @&\BP, A
NEVADA LIMITED LIABILITY COMPANY ("Seller").

WITNESSETH

A. Seller and Purchaser entered into that certamlfase Agreement ("Agreement") dated June 14,,Z001he purchase by Purchaser of that
certain property owned by Seller in Douglas CouNtgyada, as more particularly described on Exhibitsxd A2 attached to the Agreeme
Capitalized terms used herein and not defined $leadjiven the meanings assigned to them in theehgeat.

B. In accordance with the terms of the Agreemealieband Purchaser have opened an escrow withAdingrican Title Insurance Company
in Walnut Creek, California.

C. Purchaser and Seller have determined that ttésAmendment is necessary in light of changedutitstances which have arisen since the
execution of the Agreement.

D. Purchaser and Seller desire to amend the Agnetesiseset forth herein in order to address suchynéiscovered matters.

NOW, THEREFORE, for valuable consideration, inchglthe promises and covenants contained hereinhBser and Seller hereby agre«
follows:

1. TITLE MATTERS

Purchaser and Seller have received copies of gleritmary Title Report issued by First Americanl@i€Company of Nevada (the "Title
Company") dated August 14, 2001 (Commitment foleTihsurance No.
2001-47684-T02(A)/2001-47684-WDB(A) (the "Prelimipditle Report"), which contains various excepsdn the Title Policy
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which will be issued by the Title Company at the<dhg. In connection with such exceptions, theipaitiereto agree as follows:

a. Exception Nos. 7, 8, and 9. Seller shall obéaid record a release agreement by Dangberg Holdihgs the successor-in-interest to the
ownership of property which was previously ownedhoy grantors under the documents referenced dhesaieptions 7, 8 and 9, whereby as
of the Closing Date, all such exceptions shallddeased from the official records of Douglas Couhlgvada. A copy of that Release
Agreement, which is acknowledged by Purchaser tacoeptable and to satisfy Seller's obligationajteched hereto as EXHIBIT A.
Notwithstanding the foregoing, in no event shallSée deemed to have satisfied its obligationtaimed in this Paragraph 1 (a) until st
time that the Title Company shall deem all suchudoentation sufficient to affirmatively remove alich exceptions from the Title Policy.

b. Exception No. 10. Seller shall cause an abanéahity Douglas County of the easements runningsadiee Northern portion of the
Property and the Southern portion of the Propehty (North and South Easements"”) (both of whichnaoee particularly described in
Exception No. 10) to be recorded in the officialarls of Douglas County on or before the ClosinteD&eller shall cause the Title Company
to amend Exception No. 10 on the Title Policy titere the fact that the North and South Easementemger affect the Property.

c. Exception Nos. 11 and 12. Seller agrees to geoVitle Company with any and all required docuragah, including without limitation an
indemnity agreement, in order to cause the TitlenBany to affirmatively agree to remove such exacegstifrom the Title Policy.

d. Exception No. 15. Seller agrees to obtain aoppst certificate from the Association in the foattached hereto as EXHIBIT C. Seller
further agrees to indemnify Purchaser as to théocorance of the Property with the recorded CC&R®pbhefore the Closing of escrow in
the form of an indemnity agreement attached hexeteXHIBIT D.



e. Exception Nos. 16 and 17. Seller agrees to mhataiestoppel certificate from Douglas County agkedging that the agreements referer
in Exceptions Nos. 16 and 17 are currently fullyfpened and that no breach exists thereunder. &iappel certificate shall be in the form
attached hereto as EXHIBIT B. Seller also agregwdwide Purchaser with an indemnity agreementsuee that Purchaser is protected from
any current breach or obligation based on non-pmidace by Seller under both such agreements, ifotheattached hereto as EXHIBIT D.

2. INFRASTRUCTURE AND UTILITY REQUIREMENTS

Seller has the responsibility under the Agreemeiprdvide a water line to the Property. Purchaskng&lopment plans for the Property
contemplated a ten inch (10") water line size. Dasi€ounty has required that all water lines beraghgd to fourteen inch (14") water lines.
In connection with such compulsory increase in white size, the parties hereto agree as follows:

(a) Seller will pay for the cost of installation alf water lines to the Property from Johnson Lemthe south end of Starbucks Way, which are
required in connection with Purchaser's ProjedhenProperty;

(b) Purchaser shall reimburse Seller for the cb#t@upsizing of such lines from eight inches @'fourteen inches (14") from Johnson Li
to Aviation Way ("Section 1") and from ten inchd$9Y) to fourteen inches (14") from Aviation Wayttee south end of Starbucks Way
("Section 2") (collectively, the "Sections 1 & 2 WY);

(c) Purchaser shall also reimburse Seller for tetscof designing, permitting, and installatiortied water line extension from the south en
Starbucks Way to a location beyond the Propertedti®n 3") that is for Purchaser's use, as sepgr@ageeed with Douglas County (the
"Section 3 Work"); and

(d) Attached hereto as EXHIBIT E is a map indicgtihe location of the water lines and a summargnticipated costs and payments.
Purchaser's added costs to reimburse Seller f@dloons 1 & 2 Work shall not exceed a total sfirBaventy Seven Thousand Dollars
($77,000), and Purchaser's costs to reimburserSetlthe



Section 3 Work shall not exceed the total amourhefwater-rights and water-connection-fee craalitcch Douglas County has committed to
providing to Purchaser at the Closing without Pasgh's prior written consent. Purchaser's obligatiaeimburse Seller for both the Sections
1 & 2 Work and the Section 3 Work shall be limitedeimbursement for Seller's out-of-pocket thiattp expenses only, and all such
amounts shall be paid to Seller at or after thesi@tp provided that all work and invoices in corti@mttherewith have been completed,
reviewed and approved by Purchaser.

3. ADJUSTMENT TO PURCHASE PRICE

The Property is subject to a roadway easement whithkenty-five feet (25" wide and located alohg entire length of the east side of the
Property, identified as Exception No. 10 on thdifieary Title Report, which burdens the Propemgavill not currently be released by
Douglas County. Seller and Purchaser agree th®uhehase Price shall be reduced by the amountiafy1Six Thousand Three Hundred
Twenty Three Dollars and Ninety Six Cents ($36,983.in recognition of the potential impact to Fhaser as a result of said easement.

4. PURCHASER'S REMEDIES

Seller's complete compliance with the terms of Biist Amendment shall be a condition precedeurchaser's obligations under the
Purchase Agreement, including without limitatiorr¢haser's obligation to proceed with the Closinmgaddition, in the event that Seller does
not comply fully with the terms of this First Amemeént, such failure shall be deemed a breach oAglheement and an "Event of Default"
under that certain Escrow Agreement dated as aflé@ct8, 2001, by and between Seller, the Title Camgmand Purchaser (the "Escrow
Agreement"), and Purchaser shall have all of thletsiand remedies available to it under the Agre¢med under the Escrow Agreement.
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5. INCORPORATION OF AGREEMENT
As Amended by this First Amendment, the Agreementains in full force and effect and is ratifiednfiomed, and approved.
6. COUNTERPARTS AND FACSIMILE

This First Amendment may be executed in countesgarhich may be by fax, followed up with hard coput effective upon fax), each of
which shall be deemed to be an original, and adluah counterparts shall together constitute osieiment. The headings to sections of this
First Amendment are for convenient reference onty shall not be used in interpreting this First Adh@ent.

IN WITNESS WHEREOF, the parties have executedRhist Amendment the day and year first above wnitte
CVBP, A NEVADA LIMITED LIABILITY COMPANY

By: /s/ GARY COCK

GARY COOK, MANAG NG MEMBER

By: /s/ LEONARD DETRI CK

LEONARD DETRI CK, MEMBER
STARBUCKS MANUFACTURING CORPORATION, a Washingtoaorporation

By:
Its:



As Amended by this First Amendment, the Agreementains in full force and effect and is ratifiednfioned, and approved.

6. COUNTERPARTS AND FACSIMILE

This First Amendment may be executed in countesgarhich may be by fax, followed up with hard copuyt effective upon fax), each of
which shall be deemed to be an original, and adiuah counterparts shall together constitute osteiment. The headings to sections of this
Second Amendment are for convenient reference amdyshall not be used in interpreting this SecomeAdment.

IN WITNESS WHEREOF, the parties have executedRhist Amendment the day and year first above wnitte
CVBP, LLC, a Nevada limited liability company
By:
Gary Cook, Managing Member
STARBUCKS MANUFACTURING CORPORATION, a Washingtoaorporation

By: /s/ [ILLEG BLE SI GNATURE]

Its: /s/ [ILLEGQ BLE SI GNATURE]



EXHIBIT 13
PORTION OF THE FISCAL 2001 ANNUAL REPORT TO SHAREHO LDERS

SELECTED FINANCIAL DATA
In thousands, except earnings per share and gterating data

The following selected financial data have beervedrfrom the consolidated financial statementthefCompany. The data set forth below
should be read in conjunction with "ManagementscDssion and Analysis of Financial Condition anduis of Operations” and the
Company's consolidated financial statements anesrtbereto.

As of and for the Sept 30,2001 Oct1, 2000 Oct 3, 1999 Sept 27 , 1998  Sept 28, 1997
fiscal year ended(1) 5 2 Wks) (52 Wks) (53 Wks) (B2w ks) (52 Wks)

RESULTS OF OPERATIONS DATA
Net revenues:

Retail $2,2 29,594 $1,823,607 $1,423,389 $1,102 574 $ 836,291

Specialty 4 19,386 354,007 263,439 206 ,128 139,098
Total net revenues 2,6 48,980 2,177,614 1,686,828 1,308 ,702 975,389
Merger expenses(2) -- -- - 8 ,930 -
Operating income 2 81,094 212,252 156,711 109 ,216 86,199
Internet-related investment losses(3) 2,940 58,792 - - -
Net earnings $1 81,210 $ 94564 $ 101,693 $ 68 372 $ 55,211
Net earnings per common share - diluted(4) $ 0.46 $ 024 $ 0.27 $ 0.19 $ 017
Cash dividends per share -- -- - - --
BALANCE SHEET DATA
Working capital $1 48,661 $ 146,568 $ 135,303 $ 157 ,805 $ 172,079
Total assets 1,8 51,039 1,491,546 1,252,514 992 ,755 857,152
Long-term debt (including current portion) 6,483 7,168 7,691 1 ,803 168,832
Shareholders' equity 1,3 75,927 1,148,399 961,013 794 ,297 533,710

STORE OPERATING DATA
Percentage change

in comparable store sales(5) 5% 9% 6% 5% 5%
Stores open at year-end:

Continental North America

Company-operated stores 2,971 2,446 2,038 1 ,622 1,270

Licensed stores 809 530 179 133 94
International

Company-operated stores 295 173 97 66 31

Licensed stores 634 352 184 65 17
Total stores 4,709 3,501 2,498 1 ,886 1,412

(1) The Company's fiscal year ends on the Sundmest to September 30. All fiscal years presemteldde 52 weeks, except fiscal 1999,
which includes 53 weeks.

(2) Merger expenses relate to the business conmbmaith Seattle Coffee Holdings Limited.
(3) See Notes to Consolidated Financial Statem@tes 4 and 8).

(4) See Notes to Consolidated Financial Statenm{@&tate 1). Earnings per share data for fiscal ypaesented have been restated to reflect the
two-for-one stock splits in fiscal 2001 and 1999.

(5) Includes only Company-operated stores open d3ins or longer.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
GENERAL

Starbucks presently derives approximately 84% bfexenues from its Comparoperated retail stores. The remaining 16% of netmaes i
derived from the Company's Specialty Operationsclwinclude sales to wholesale channels and liGgeyalty and license fee income and
sales through its direct-to-consumer business.drapany's fiscal year ends on the Sunday close&&pbember 30. Fiscal years 2001 and
2000 each had 52 weeks, and fiscal 1999 had 53swvé&élke fiscal year ending on September 29, 200Ringlude 52 weeks.

The Company's consolidated net revenues incregéd@m $2.2 billion in fiscal 2000 to $2.6 billian fiscal 2001, primarily due to the
Company's store expansion program and comparabke stles increases. Comparable store sales irdreg$%, 9% and 6% in fiscal 2001,
2000 and 1999, respectively. As part of its expamsirategy of clustering stores in existing mak8tarbucks has experienced a certain |
of cannibalization of sales of existing stores byrstores as store concentration has increasedevmywmanagement believes such
cannibalization has been justified by the increrakesdles and return on new store investments. ceminibalization, as well as increased
competition and other factors, may put downwardguee on the Company's comparable store salestynoviiture periods.

The following table sets forth the percentage reteship to total net revenues, unless otherwisi#tdd, of certain items included in the
Company's consolidated statements of earnings:

Fiscal year ended Sept 30,2001 Oct1l,2000 Oct3, 1999
( 52 Wks) (52 Wks) (53 Wks)

Net revenues:

Retail 84.2% 83.7% 84.4%

Specialty 15.8 16.3 15.6
Total net revenues 100.0 100.0 100.0
Cost of sales and related occupancy costs 42.0 44.2 44.3
Store operating expenses(1) 39.3 38.7 38.2
Other operating expenses(2) 22.3 22.2 20.7
Depreciation and amortization 6.2 6.0 5.8
General and administrative expenses 5.7 5.1 5.3
Joint venture income 1.1 0.9 0.2

Operating income 10.6 9.7 9.3
Interest and other income, net 0.4 0.3 0.4
Internet-related investment losses 0.1 2.7 -

Earnings before income taxes 10.9 7.3 9.7
Income taxes 4.1 3.0 3.7

Net earnings 6.8% 4.3% 6.0%

(1) Shown as a percentage of retail revenues.

(2) Shown as a percentage of specialty revenues.



BUSINESS COMBINATIONS

During fiscal 2000, Starbucks acquired the outstapdtock of Tympanum, Inc. (d/b/a "Hear Music"Ynasic retailer, and of Coffee Partners
Co. Ltd., the company licensed to operate Starbsttkes in Thailand. The combined purchase pricéhfsse two acquisitions was $14.1
million. During fiscal 1999, Starbucks acquired tiet assets of Tazo, L.L.C., a Portland, Oregomdbésa company that produces premium
tea products, and Pasqua Inc., a San Franciscéoi@al-based roaster and retailer of specialtfemfThe combined purchase price for these
two acquisitions was $16.5 million. All of the aleacquisitions were accounted for under the puechaathod of accounting. Results of
operations of the acquired companies are includetth® accompanying consolidated financial statesfoi the dates of acquisition.

RESULTS OF OPERATIONS -- FISCAL 2001 COMPARED TO FISCAL 2000
SYSTEMWIDE RETAIL STORE SALES

Systemwide retail store sales, which include nketssfor both Company-operated and licensed retaiés, were $3.0 billion for fiscal 2001,
an increase of 31% from $2.3 billion in fiscal 20@@imarily due to the opening of an additionaldB8Ztores. Systemwide retail store sales
provides a broad perspective of global brand shlesever, it excludes net revenues from non-retehnels.

REVENUES

Consolidated net revenues increased 22% to $2iérbior fiscal 2001, compared to $2.2 billion fiscal 2000. Retail revenues increased
22% to $2.2 billion from $1.8 billion. The increaseretail revenues was due to the addition of @mpany-operated stores and comparable
store sales growth of 5%. The increase in comparstbre sales resulted from a 2% increase in thebauof transactions and a 3% increase
in the average dollar value per transaction. Dufisgpl 2001, the Company opened 525 stores inremial North America, 96 stores in the
United Kingdom, 10 in Thailand and 16 in Australia of fiscal year-end, there were 2,971 Compargrafed stores in continental North
America, 252 in the United Kingdom, 25 in Thailearad 18 in Australia. During fiscal 2002, the Comparpects to open at least 525
Company-operated stores in North America and 100t@rnational markets.

Specialty revenues increased 18% to $419 milliorfiécal 2001 from $354 million for fiscal 2000. &lincrease was driven primarily by
higher sales to retail licensees, the Company'segyachannel and foodservice accounts. Licensaekidiing those in which the Company
joint venture partner) opened 282 stores in intiwnal markets and 279 stores in continental N@érterica, of which over 180 stores rela
to the Company's expansion into grocery stores.ddrapany ended the year with 809 licensed storeentinental North America and 634
licensed stores in international markets. Durisgdl 2002, the Company expects to open at leasliGfised stores in North America and
275 in international markets.

EXPENSES

Cost of sales and related occupancy costs decréagd@d0% of net revenues for fiscal 2001 from 448 fiscal 2000. The decrease resulted
from several factors, including lower green coftests, the impact of retail beverage sales priceases, continued cost savings from
procurement initiatives and shifts in sales mixigher-margin products. These factors were paytiliset by higher occupancy costs as a
result of higher average rent expense per squateafowell as the expansion of Company-operatedsioto international markets that have
higher occupancy costs as a percentage of revémaedNorth American retail operations.

Store operating expenses as a percentage ofnmtaitues increased to 39.3% for fiscal 2001 fror@%B8for fiscal 2000. The increase was
primarily due to higher payroll-related expenditresulting from higher average wage rates anddhénuing shift to more labor-intensive
handcrafted beverages, partially offset by levegajaed from regional overhead expenses distriboted an expanded revenue base and
reductions in advertising expenses.

Other operating expenses (expenses associatethe@itbompany's Specialty Operations) were 22.3%efialty revenues during fiscal 20(
compared to 22.2% for fiscal 2000. The increasdtitbutable to the Company's licensee channets, international and domestic, as the

Company expands these businesses geographicalyoatidues to develop its internal resources fturkigrowth. These costs, which are
expected to increase through 2002, were partidigebby lower advertising expenses for the Com{sadiyect-to-consumer business.

Depreciation and amortization was 6.2% of net reesncompared to 6.0% of net revenues for fiscad2Bimarily due to the Company's
international retail expansion.



General and administrative expenses were 5.7%toErmenues during fiscal 2001, compared to 5.1%i$ceal 2000 primarily due to higher
payroll-related expenditures, increased professi@es, non-insured expenses recorded during densfiscal quarter resulting from the
Nisqually earthquake, higher charitable contribngiand provisions for obsolete softwe

JOINT VENTURE INCOME

The Company has two joint ventures to produce astdlolite Starbucks branded products. The North Aeaa Coffee Partnership is a 50/50
joint venture partnership with the Pe-Cola Company to develop and distribute bottlegptecino(R) coffee drink. The Starbucks Ice
Cream Partnership is a 50/50 joint venture partipnsith Dreyer's Grand Ice Cream, Inc. to devedod distribute premium ice creams.

The Company is a partner in several other jointwes that operate licensed Starbucks retail stovelsiding Starbucks Coffee Japan, Ltd., a
50/50 joint venture partnership with Japaneselegtand restauranteur SAZABY Inc. to develop Staksuretail stores in Japan, and
Starbucks Coffee Korea Co., Ltd., a 50/50 jointtuem partnership with Shinsegae Department Storel@a., to develop retail stores in the
Republic of Korea. See separate "Subsequent Evdisiission for additional information pertainimgStarbucks Coffee Japan, Ltd.

Joint venture income was $28.6 million for fiscAD2, compared to $20.3 million for fiscal 2000. Therease was primarily due to the
improved profitability of the North American Cofféartnership as a result of increased sales voftoneextension of its product line and
expansion of geographic distribution, as well apriomements in cost of goods sold primarily due smaofacturing efficiencies. The increase
was also due to improved operating results of St Coffee Japan, Ltd., attributable to additiqgafitable store locations as well as the
distribution of infrastructure and administrativests over an expanded revenue base. StarbuckseGafian, Ltd. had 289 stores open as of
September 30, 2001, compared to 154 stores opeincober 1, 2000.

INTERNET-RELATED INVESTMENT LOSSES

During fiscal 2001, the Company determined thaintgstments in Internet-related companies hadcesedf declines in value. The Company's
management deemed these declines as other thaarssngdue to the sustained weak conditions in tiberhet industry as reflected in the
bankruptcy or liquidation proceedings of numeroomparable companies and the significant declirgaok market valuation of the sector,
the declining financial condition of each companmynhich the Company had invested, the unfavoratiepects of such companies obtaining
additional funding and the length of time and ekterwhich the quoted market values had been less ¢ost for publicly traded companies.
As a result, the Company recognized losses tot&hg million to write off the Company's remainimyestment in Kozmo.com, which was
liquidated during fiscal 2001, and to reduce itgstment in Liveworld, Inc. (previously known adk €ity, Inc.).

As of September 30, 2001, the Company had Intemiated investments with an aggregate fair valuglof million. The Company plans to
maintain its ownership of its remaining Internetated investments and will continue to record ttertheir fair value. The Company intends
to focus its future investment activity on its ctgsinesses and other new business opportunit@sdeo its core businesses.

INCOME TAXES

The Company's effective tax rates of 37.3% in fi@€®1 and 41.1% in fiscal 2000 were both impadigthe establishment of valuation
allowances against deferred tax benefits resuftimy Internet-related investment losses. Managemet#rmined that a portion of these
losses may not be realizable for tax purposes mwithe allowable carryforward period. Excluding thpact of these allowances, the effective
tax rates would have been 37.0% and 37.6% in f&@&l and 2000, respectively. The decrease to 3ih@cal 2001 from 37.6% in fiscal
2000 was due to tax planning efforts. The effectiserate is expected to be 37.0% for fiscal 2002.

RESULTS OF OPERATIONS -- FISCAL 2000 COMPARED TO FISCAL 1999
SYSTEMWIDE RETAIL STORE SALES

Systemwide retail store sales were $2.3 billionfiral 2000 (52 weeks), an increase of 38% frond $dllion in fiscal 1999 (53 weeks),
primarily due to the opening of an additional 1,83&res.



REVENUES

Consolidated net revenues increased 29% to $2i@bior fiscal 2000, compared to $1.7 billion fiscal 1999. Retail revenues increased
28% to $1.8 billion from $1.4 billion. The increaseretail revenues was due to the addition of @@mpany-operated stores and comparable
store sales growth of 9%. The increase in comparstblre sales resulted from a 5% increase in theauof transactions and a 4% increase
in the average dollar value per transaction. Dufisgpl 2000, the Company opened 417 stores inroemiial North America, 63 stores in the
United Kingdom, 8 in Thailand and 2 in Australias &f fiscal year-end, there were 2,446 Companyaipdrstores in continental North
America, 156 in the United Kingdom, 15 in Thaileanad 2 in Australia.

Specialty revenues increased 34% to $354 milliorfifwal 2000 from $263 million for fiscal 1999. &lncrease was driven primarily by
higher sales to retail licensees, the Company'segyachannel and foodservice accounts. Licensaehkidiing those in which the Company
joint venture partner) opened 361 stores in contadeNorth America, of which over 280 stores radatie the Company's expansion il
grocery stores, and 184 stores relate to intematimarkets. The Company ended the year with E&héied stores in continental North
America and 352 licensed stores in internationaketa.

EXPENSES

Cost of sales and related occupancy costs decréaddd?% of net revenues for fiscal 2000 from 44 i8 fiscal 1999. The decrease was a
result of lower green coffee costs and the impaotm@il beverage sales price increases, partidfset by higher occupancy costs. Occupancy
costs, which are primarily fixed costs, were highgm percentage of revenues due, in part, toemseneek of sales in fiscal 2000. Also,
occupancy costs have increased as a result ofrhégleeage rent expense per square foot as welkasxjpansion of Company-operated stores
into international markets that have higher occepaiosts as a percentage of revenue than North iBameretail operations.

Store operating expenses as a percentage ofnmtaitues increased to 38.7% for fiscal 2000 fror2%B8for fiscal 1999. The increase was
due to a number of factors. Higher average wags mmbined with a continuing shift in retail sal@snore labor-intensive handcrafted
beverages resulted in higher payroll-related exjperes$. This shift in retail sales mix also resdlie more frequent maintenance on store
equipment. Provision for losses on asset dispaseleased due to store remodel costs associatbdiveitexpansion of lunch programs and
computer system upgrades. These increases weralpantfset by leverage gained from retail beveragles price increases and reductiol
advertising expenses.

Other operating expenses were 22.2% of specialgnuges during fiscal 2000, compared to 20.7% fadii 1999. This increase was prima
due to higher payroll-related expenditures for &reging the growth of the Company's Specialty @gens.

Depreciation and amortization was 6.0% of net reesncompared to 5.8% of net revenues for fisc@®1Excluding the extra week of sales
in fiscal 1999, depreciation and amortization waudde been 5.9% of net revenues in fiscal 1999.

General and administrative expenses were 5.1%toErmenues during fiscal 2000, compared to 5.3%i$cal 1999 primarily due to lower
payroll-related expenses as a percentage of nehues.

JOINT VENTURE INCOME

The Company has two joint ventures to produce astdlilite Starbucks branded products. The North Acaa Coffee Partnership is a 50/50
joint venturepartnership with the Pepsi-Cola Company to devatug distribute bottled Frappuccino coffee drinkeSBtarbucks Ice Cream
Partnership is a 50/50 joint venture partnershifn Wireyer's Grand Ice Cream, Inc. to develop asttidute premium ice creams.

The Company is a partner in several other jointwes that operate licensed Starbucks retail stovelsiding Starbucks Coffee Japan, Ltd., a
50/50 joint venture partnership with Japaneselsztand restauranteur SAZABY Inc. to develop StaKksuretail stores in Japan.

Joint venture income was $20.3 million for fisc@DR, compared to $3.2 million for fiscal 1999. Tiherease was primarily due to the
crossover from losses to profitability of Starbu€laffee Japan, Ltd. as a result of improved abibitpbtain preferred and more profitable
store locations as well as the distribution ofastructure and administrative costs over an exghreleenue base. Starbucks Coffee Japan,
Ltd. had 154 stores open as of October 1, 2000paoad to 82 stores open as of October 3, 1999intiease was also due to the improved
profitability of the North American Coffee Partnkiis attributed to increased sales volume resuftiogn expansion of its product line and
geographic distribution, as well as improvementsast of goods sold primarily due to manufactusfficiencies.
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INTERNET-RELATED INVESTMENT LOSSES

During fiscal 2000 and 1999, the Company made séweinority investments in companies that derive ajority of their revenue from
Internet-related activities.

In fiscal 1999, the Company invested $8.0 millinriTalk City, Inc. ("Talk City"), a publicly tradeidteractive online chat site. The Company
also invested $20.3 million in living.com Inc. ¢iing.com"), an online furniture retailer. Also iisdal 1999, the Company established an
alliance with Cooking.com, Inc. ("Cooking.com")pevately held Web-based retailer of cookware, asoges and specialty foods and
provider of information about cooking. As part bistalliance, the Company made a $10.0 million gtment in Cooking.com.

In the second quarter of fiscal 2000, the Compamgsted $25.0 million in Kozmo.com, an Internedtmr delivery service for food,
entertainment and convenience items. Starbuck¥amoho.com also entered into a commercial agreemogmtovide in-store return boxes in
Starbucks stores in exchange for cash, a channséfing the Company's products and other margeipportunities. In connection with this
agreement, Starbucks received a $15.0 million paytiat was recognized as revenue on a straightlésis over twelve months.

During the fourth quarter of fiscal 2000, the Compdetermined that its investments in Internetteglacompanies had suffered declines in
value that were other than temporary because dfubtained weak condition of the Internet induasyeflected in the bankruptcy or
liquidation proceedings of numerous comparable @rigs and the significant decline in stock marlatiation of the sector, the declining
financial condition of each company in which then@@any had invested, the unfavorable prospectsaf sampanies obtaining additional
funding, and the length of time and extent to whteh quoted market values had been less thanaogtblicly traded companies. The
Company determined the aggregate fair value fomapely held investments by using a variety of mdtiogies, including comparing each
security with securities of publicly traded compamin similar lines of business, applying revenudtipies to estimated future operating
results and estimating discounted cash flows. Qlistarket prices were used for publicly traded gosgtcurities to determine fair value. As a
result, the Company recognized losses totaling8s#llion to reduce its investments in living.cofralk City, Cooking.com and Kozmo.com
to their aggregate fair value of $4.8 million agOsftober 1, 2000.

INCOME TAXES

The Company's effective tax rate for fiscal 200G wWa&.1% compared to 38.0% for fiscal 1999. Thediase is due in part to the establishn
of a valuation allowance against a portion of théedred tax benefit resulting from Internet-relaitegestment losses which management has
determined may ultimately not be realizable for paxposes.

LIQUIDITY AND CAPITAL RESOURCES

The Company ended fiscal 2001 with $220.5 milliercash and cash equivalents and sterts investments. Working capital as of Septer
30, 2001, totaled $148.7 million compared to $146iion at October 1, 2000. Cash and cash equiialicreased by $42.4 million during
fiscal 2001 to $113.2 million at September 30, 20lHis increase was in addition to an increasénartsterm investments of $46.0 million
during the same period. The Company intends tatsisevailable cash resources to invest in its boiginesses and other new business
opportunities related to its core businesses.

Cash provided by operating activities for fiscab2Qotaled $460.8 million and resulted primarilgrfr net earnings and non-cash charges of
$381.4 million. The increase in accounts payabterdauted $54.1 million primarily due to the timimd payments and the build up of holiday
inventory for a larger number of Company-operatedes. The increase in accrued taxes contributddb$8illion primarily due to the
extension of the deadline for quarterly incomegayments from September 15, 2001, to October 11.200addition, the increase in accrued
compensation and related costs contributed $12libmprimarily due to an increase in the numbeewnfployees. Higher receivables, from
domestic licensees resulting from business growthfeom insurance recoveries directly related fthcal 2001 Nisqually earthquake, as
well as higher inventory levels resulted in an @aged use of cash of $36.9 million.

Cash used by investing activities for fiscal 200thled $433.1 million. This included capital adufis to property, plant and equipment of
$384.2 million related to opening 647 new Compapgrated retail stores, remodeling certain existiages, enhancing information systems,
purchasing roasting and packaging equipment foCth@pany's roasting and distribution facilities a&xganding existing office space. The
net activity in the Company's marketable securpi@gfolio during fiscal 2001 used $43.8 millionadsh. Excess cash was invested primarily
in short-term, investment-grade securities. Dufisgal 2001, the Company made equity investmeng&l&f6 million in its international joint
ventures, excluding the effects of foreign



currency fluctuations. The Company received $16I18om in distributions from the North American Geg Partnership and $0.1 million frc
its international joint ventures.

Cash provided by financing activities for fiscalD2Qtotaled $14.8 million. This included $46.7 natligenerated from the exercise of
employee stock options and $13.0 million gener&iem the Company's employee stock purchase plampfisns granted under the
Company's stock option plans are exercised, thepaognwill continue to receive proceeds and a taludgon; however, neither the amounts
nor the timing thereof can be predicted. The ineega checks issued but not presented for paymestded $5.7 million. On September 17,
2001, the Company announced a share repurchasepraog acquire up to $60.0 million of the Compamgmmon stock from time to time
on the open market. Share repurchases are atstretion of management and depend on market congjtcapital requirements and such
other factors as the Company may consider releyenof September 30, 2001, the Company had repsecha.4 million shares, which used
$49.8 million of cash, at an average price of $34@&r share.

Cash requirements for fiscal 2002, other than nboparating expenses, are expected to consist phynod capital expenditures related to
addition of new Company-operated retail stores. Chmpany plans to open at least 625 Company-opksabees during fiscal 2002. The
Company also anticipates incurring additional exjiteimes for remodeling certain existing stores antancing its production capacity and
information systems. While there can be no assertimat current expectations will be realized, managnt expects capital expenditures for
fiscal 2002 to be in the range of $450 million #&¥$ million.

Management believes that existing cash and invegsypdus cash generated from operations shouldffieient to finance capital
requirements for its core businesses through fa@@R. New joint ventures, other new business dppdies or store expansion rates
substantially in excess of that presently plannag nequire outside funding.

COFFEE PRICES, AVAILABILITY AND GENERAL RISK CONDIT IONS

The supply and price of coffee are subject to §icgmt volatility. Although most coffee trades metcommodity market, coffee of the quality
sought by the Company tends to trade on a negdtistsis at a substantial premium above commodifeerices, depending upon the
supply and demand at the time of purchase. Supylypaice can be affected by multiple factors inpheducing countries, including weather,
political and economic conditions. In addition, gmecoffee prices have been affected in the padtpaay be affected in the future, by the
actions of certain organizations and associatibashave historically attempted to influence comityogrices of green coffee through
agreements establishing export quotas or restgictirfifee supplies worldwide. The Company's abtlityaise sales prices in response to rising
coffee prices may be limited, and the Company'§itatulity could be adversely affected if coffeaqas were to rise substantially.

The Company enters into fixed-price purchase comerits in order to secure an adequate supply oftggaéen coffee and bring greater
certainty to the cost of sales in future periods.oA September 30, 2001, the Company had approeiyn®283.8 million in fixed-price
purchase commitments which, together with existivgntory, is expected to provide an adequate sugfpjreen coffee through 2002. The
Company believes, based on relationships estallisfith its suppliers in the past, that the risknofi-delivery on such purchase commitme
is low.

In addition to fluctuating coffee prices, managetrssiieves that the Company's future results ofatpens and earnings could be
significantly impacted by other factors such aseéased competition within the specialty coffee stdy the Company's ability to find optirnr
store locations at favorable lease rates, increessid associated with opening and operating r&@iés and the Company's continued ability
to hire, train and retain qualified personnel.



FINANCIAL RISK MANAGEMENT
The Company is exposed to market risk related t@ida currency exchange rates, equity securityeprand changes in interest rates.
FOREIGN CURRENCY EXCHANGE RISK

The majority of the Company's revenue, expensecapilal purchasing activities are transacted intd¢hStates dollars. However, because a
portion of the Company's operations consists a¥ities outside of the United States, the Compaay tnansactions in other currencies,
primarily the Canadian dollar, British pound angai@ese yen. As part of its risk management strategyCompany frequently evaluates its
foreign currency exchange risk by monitoring madatia and external factors that may influence exgbaate fluctuations. As a result, the
Company may engage in transactions involving variderivative instruments, with maturities generally exceeding five years, to hedge
assets, liabilities, revenues and purchases demdedinn foreign currencies. During fiscal 2001, @@mpany entered into forward foreign
exchange contracts that qualify as cash flow hedgdsr Statement of Financial Accounting Standatals133, "Accounting for Derivative
Instruments and Hedging Activities," to hedge atiparof anticipated international revenue. In addif the Company entered into a forward
foreign exchange contract that qualifies as a hedgenet investment in a foreign operation. Them®racts expire within 14 months.

EQUITY SECURITY PRICE RISK

The Company has minimal exposure to price fluctuetion equity mutual funds within the trading palitf. The trading securities are
designated to approximate the Company's liabilitgtar the Management Deferred Compensation Plan CRID. A corresponding liability i
included in "Accrued compensation and related €asighe accompanying consolidated balance shEkése investments are recorded at
value with unrealized gains and losses recognizéthterest and other income, net." The offsettthgnges in the MDCP liability are
recorded in "General and administrative expenseghe accompanying consolidated statements ofregsni

The Company also has an equity investment in afeiy held company, Cooking.com, which is stiltiie development stage. The Company
could lose its entire investment because this ofmpany is inherently risky. The investmentdsarded on the accompanying consolid
balance sheet at a fair value of $1.6 million aSeftember 30, 2001.

INTEREST RATE RISK

The Company's diversified available-for-sale pdigfeonsists mainly of fixed income instruments eTgrimary objectives of these
investments are to preserve capital and liquiditiailable-for-sale securities are of investmentdgrand are recorded on the balance sheet at
fair value with unrealized gains and losses replogtea separate component of accumulated otherrebesive gain/loss. The Company ¢

not hedge its interest rate exposure.

SEASONALITY AND QUARTERLY RESULTS

The Company's business is subject to seasonalifitichs. Significant portions of the Company'sneetenues and profits are realized during
the first quarter of the Company's fiscal year,ahlincludes the December holiday season. In adylitioarterly results are affected by the
timing of the opening of new stores, and the Corgjsarapid growth may conceal the impact of othassaal influences. Because of the
seasonality of the Company's business, resultaripmuarter are not necessarily indicative of #eailts that may be achieved for the full
fiscal year.

NEW ACCOUNTING STANDARDS

In September 2000, the Emerging Issues Task FUEtER") reached a consensus regarding Issue NA.0QOAccounting for Shipping and
Handling Fees and Costs," which requires any shgppnd handling costs billed to customers in aalesaction to be classified as revenue.
The Company adopted Issue No. 00-10 on Octobed@),2and restated all prior period disclosuresidgsdo. 00-10 did not have a material
impact on the Company's consolidated financiabstants.

In July 2001, the Financial Accounting Standardaiiq("FASB") issued Statement of Financial Accongtbtandards ("SFAS") No. 141,
"Business Combinations," and SFAS No. 142, "Goddavitl Other Intangible Assets." SFAS No. 141 rezgithe use of the purchase method
of accounting for business combinations initiatédraJune 30, 2001, and eliminates the poolingaté+iests method. SFAS No. 142 requires,
among other things, the use of a nonamortizatigmageh for purchased goodwill and certain intaregblUnder a nonamortization approach,
goodwill and certain intangibles will not be ampetil into earnings, but instead will be reviewedifigpairment at least annually. The
Company will adopt SFAS No. 142 effective Septen8ier2002. The Company's management has not yatdeed the impact of adoption
on its consolidated financial position and resafteperations. As of September 30, 2001, the Compad goodwill and other intangible
assets, net of accumulated amortization, of $21ll®mand $7.7 million, respectively, which woulst subject to the transitional
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assessment provisions of SFAS No. 142. Amortizaxpense related to goodwill and other intangilskets was $3.0 million for the fiscal
year ended September 30, 20

In June 2001, the FASB issued SFAS No. 143, "Actingrfor Asset Retirement Obligations." SFAS No3Xéquires that the fair value of a
liability for an asset retirement obligation beagnized in the period in which it is incurred ifeasonable estimate of fair value can be made.
The associated asset retirement costs are capdadiz part of the carrying amount of the long-limedet. The Company will adopt SFAS No.
143 effective September 30, 2002, and does notoexpie have a material impact on the Companytsobdated results of operations,
financial position or cash flows.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Lohgred Assets," which supercedes SF
No. 121, "Accounting for the Impairment of Lc-Lived Assets and for Long-Lived Assets to Be Disgab Of." SFAS No. 144 retains the
fundamental provisions of SFAS No. 121 but setthfoew criteria for asset classification and brosdiae scope of qualifying discontinued
operations. The Company will adopt SFAS No. 144f88eptember 30, 2002. The Company's managememiohget determined the impact
of adoption on its consolidated financial positaord results of operations.

In September 2001, the EITF reached a consensasding Issue No. 010, "Accounting for the Impact of the Terrorist &tks of Septemb:
11, 2001," which requires that losses and othetsdnsurred as a result of the September 11, 288nts be classified as part of income from
continuing operations in the statement of operatiéwditionally, certain disclosures are requine@ll periods affected. As a result of the
events of September 11, 2001, the Company closédbitth American Company-operated retail storesaihdr North American facilities for
the remainder of that day. None of the Companysleyees were injured, and the Company did not sustgnificant property loss or incur
significant costs as a result of the attacks. H@xethe aftermath of these events, together wihstbwing economy, have had a moderately
negative impact on the Company's Specialty Operatizvhich derives approximately 9.0% of its revefrom the travel and hospitality
industries. At this time, management believes thatevents of September 11, 2001, will not haveaterial impact on the Company's
financial position, results of operations or casiws in fiscal 2002.

SUBSEQUENT EVENTS

On October 10, 2001, the Company sold 30,000 ahigses of Starbucks Coffee Japan, Ltd. ("Starbdagan") at approximately $495.00
share, net of related costs. In connection with $hie, the Company received cash proceeds of $l@nmThe Company's ownership interest
in Starbucks Japan was reduced from 50.0% to 47088tving the sale of the aforementioned shareg Thmpany recorded a gain from this
sale of $13 million.

Also on October 10, 2001, Starbucks Japan issugdald 220,000 shares of common stock at approrimn&#95.00 per share, net of related
costs, in an initial public offering in Japan. lonnection with this offering, the Company's owngrshterest in Starbucks Japan was reduced
from 47.5% to 40.1%. The Company recorded a ctedihareholders' equity of $39 million, reflectithg increase in value of its share of the
net assets of Starbucks Japan related to the sffaring.



CONSOLIDATED STATEMENTS OF EARNINGS
In thousands, except earnings per share

Fiscal year ended S

Net revenues:
Retail
Specialty

Total net revenues

Cost of sales and related occupancy costs
Store operating expenses

Other operating expenses

Depreciation and amortization

General and administrative expenses
Joint venture income

Operating income
Interest and other income, net
Internet-related investment losses

Earnings before income taxes
Income taxes

Net earnings

Net earnings per common share - basic
Net earnings per common share - diluted
Weighted average shares outstanding:
Basic
Diluted

See Notes to Consolidated Financial Statements.

ept 30, 2001 Oct 1, 2000 Oct3, 1
$2,229,594 $1,823,607 $1,423,3
419,386 354,007 263,4
2,648,980 2,177,614 1,686,8
1,112,785 961,885 747,6
875,473 704,898 543,5
93,326 78,445 54,6
163,501 130,232 97,7
151,416 110,202 89,6

28,615 20,300 31
281,094 212,252 156,7
10,768 7,110 7,3

2,940 58,792
288,922 160,570 164,0
107,712 66,006 62,3
$ 181,210 $ 94,564 $ 101,6
$ 048 $ 025 $ 0.
$ 0.46 $ 024 $ 0.
380,566 371,191 363,6
394,349 385,999 377,0
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CONSOLIDATED BALANCE SHEETS
In thousands, except share data

Sep Oct 1, 2000
ASSETS
Current assets:
Cash and cash equivalents $ 113,237 $ 70,817
Short-term investments - Available-for-sale securities 101,399 57,573
Short-term investments - Trading securities 5,913 3,763
Accounts receivable, net of allowances of $4 ,590 and $2,941, respectively 90,425 76,385
Inventories 221,253 201,656
Prepaid expenses and other current assets 29,829 18,736
Deferred income taxes, net 31,869 29,304
Total current assets 593,925 458,234
Joint ventures 60,876 52,051
Other investments 2,221 3,788
Property, plant and equipment, net 1,135,784 930,759
Other assets 36,388 25,403
Goodwill, net 21,845 21,311
TOTAL ASSETS $ 1,851,039  $1,491,546
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 127,905 $ 73,653
Checks drawn in excess of bank balances 61,987 56,332
Accrued compensation and related costs 81,458 69,702
Accrued occupancy costs 35,835 29,117
Accrued taxes 70,346 35,841
Other accrued expenses 57,085 39,016
Deferred revenue 9,951 7,320
Current portion of long-term debt 697 685
Total current liabilities 445,264 311,666
Deferred income taxes, net 19,133 21,410
Long-term debt 5,786 6,483
Minority interest 4,929 3,588
Shareholders' equity:
Common stock and additional paid-in capital - Authorized, 600,000,000
shares; issued and outstanding, 380,04 4,042 and 376,315,302 shares, respectively
(includes 1,697,100 common stock units in both years) 791,622 750,872
Retained earnings 589,713 408,503
Accumulated other comprehensive loss (5,408) (10,976)
Total shareholders' equity 1,375,927 1,148,399
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 1,851,039  $1,491,546

See Notes to Consolidated Financial Statements.
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Fiscal year ended
OPERATING ACTIVITIES:
Net earnings
Adjustments to reconcile net earnings to net cash p
by operating activities:
Depreciation and amortization
Internet-related investment losses
Provision for losses on asset disposals
Deferred income taxes, net
Equity in income of investees
Tax benefit from exercise of nonqualified st
Cash provided/(used) by changes in operating
Net purchases of trading securities
Accounts receivable
Inventories
Prepaid expenses and other current ass
Accounts payable
Accrued compensation and related costs
Accrued occupancy costs
Accrued taxes
Minority interest
Deferred revenue
Other accrued expenses

Net cash provided by operating activities

INVESTING ACTIVITIES:

Purchase of available-for-sale securities
Maturity of available-for-sale securities

Sale of available-for-sale securities

Purchase of businesses, net of cash acquired
Net investments in joint ventures

Purchases of other investments

Distributions from joint ventures

Additions to property, plant and equipment
Additions to other assets

Net cash used by investing activities

FINANCING ACTIVITIES:

Increase/(decrease) in cash provided by checks draw
Proceeds from sale of common stock under employee s
Proceeds from exercise of stock options

Principal payments on long-term debt

Repurchase of common stock

Net cash provided by financing activities
Effect of exchange rate changes on cash and cash eq

Net increase/(decrease) in cash and cash equivalent

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the year for:
Interest
Income taxes

See Notes to Consolidated Financial Statements.

CONSOLIDATED STATEMENTS OF CASH FLOWS
In thousands

Sept 30,2001 Oc

$181,210 $
rovided

177,087
2,940
11,044
(6,068)
(15,713)
ock options 30,899
assets and liabilities:
(4,032)
(17,177)
(19,704)
ets (10,919)
54,117
12,098
6,797
34,548
1,346
2,626
19,727

(184,187)
93,500
46,931

(12,636)
(238)
16,863

(384,215)
(9,071)

(433,053)
n in excess of bank balances 5,655
tock purchase plan 12,977
46,662
(685)
(49,788)

uivalents 174)

s 42,420

12

94,564

142,171
58,792
5,753
(18,252)
(15,139)
31,131

(1,414)
(25,013)
(19,495)

(700)

15,561

30,962

6,007

5,026

3,126

6,836

1,880

(118,501)
58,750
49,238

(13,522)
(8,473)

(35,457)
14,279

(376,454)

(7,479)
10,258
58,463
(1,889)

Oct 3, 1999

$ 101,693

107,512
2,456
794

(2,318)
18,621

3,838
(36,405)
(7,552)
4711
7,586
5,517
12,429
400
(53)
10,366

(122,800)
85,053
3,633
(15,662)
(10,466)
(20,314)
8,983
(257,854)
(6,866)

(336,293)

29,512

9,386
33,799
(1,189)



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
In thousands, except share data

ACCUMU LATED
C OMMON STOCK ADDITIONAL OTH ER
--------------------- PAID-IN RETAINED COMPREH ENSIVE
SH ARES AMOUNT CAPITAL EARNINGS INCOME /(LOSS) TOTAL
Balance, September 27, 1998 358, 533,912 $358 $588,856 $212,246 $ 7 ,163)  $ 794,297
Net earnings - - - 101,693 - 101,693
Unrealized holding gains, net - - -- - 683 683
Translation adjustment - - - - 2 ,534 2,534
Comprehensive income 104,910
Exercise of stock options,
including tax benefit of $18,621 7, 045,816 7 52,413 -- -- 52,420
Sale of common stock 984,462 1 9,385 - - 9,386
Balance, October 3, 1999 366, 564,190 366 650,654 313,939 3 ,946) 961,013
Net earnings - - - 94,564 - 94,564
Unrealized holding losses, net - - -- - (163) (163)
Translation adjustment - - -- - 6 ,867) (6,867)
Comprehensive income 87,534
Exercise of stock options,
including tax benefit of $31,131 8, 943,570 9 89,585 - - 89,594
Sale of common stock 807,542 1 10,257 - - 10,258
Balance, October 1, 2000 376, 315,302 376 750,496 408,503 (10 ,976) 1,148,399
Net earnings - - - 181,210 - 181,210
Unrealized holding gains, net - - - - 2 ,087 2,087
Translation adjustment - - - - 3 ,481 3,481
Comprehensive income 186,778
Exercise of stock options,
including tax benefit of $30,899 6, 289,892 6 77,555 - - 77,561
Sale of common stock 813,848 1 12,976 - - 12,977
Repurchase of common stock @3, 375,000) (3) (49,785) - - (49,788)
Balance, September 30, 2001 380, 044,042 $380 $791,242 $589,713 $G5 ,408)  $1,375,927

See Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended September 30, 2001, October 1, 2000dadctober 3, 1999

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
DESCRIPTION OF BUSINESS

Starbucks Corporation (together with its subsiésrl'Starbucks" or the "Company") purchases anstsdagheuality whole bean coffees a
sells them, along with fresh, rich-brewed coffdtdian-style espresso beverages, cold blendedrages, a variety of pastries and
confections, coffee-related accessories and equipraeselection of premium teas and a line of cahgecs primarily through its Company-
operated retail stores. In addition to sales thihdtggyCompany-operated retail stores, Starbucks seffee and tea products through other
channels of distribution including the Businessaltes business unit and other specialty operafmmikectively, "Specialty Operations").
Starbucks, through its joint venture partnershéisy produces and sells bottled Frappuccino(Reeafifink and a line of premium ice crea
The Company's objective is to establish Starbuskb@ most recognized and respected brand in thid vilao achieve this goal, the Company
plans to continue to rapidly expand its retail @piens, grow its Specialty Operations and selelstiparsue other opportunities to leverage
Starbucks brand through the introduction of newdpots and the development of new distribution cleésn

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements reflect iharfcial position and operating results of Starlsydts subsidiaries and investments in joint
ventures in which the Company has significant ainkll significant intercompany transactions hdeen eliminated.

The Company has investments in unconsolidated ya&intures that are accounted for under the equityad, as the Company does not
exercise control over the operating and finanoidicpes of such joint ventures. The Company alse dther investments that are accounte:
under the cost method.

FISCAL YEAR-END

The Company's fiscal year ends on the Sunday ¢las&eptember 30. The fiscal years ended Septe8ih@001, and October 1, 2000, each
included 52 weeks. The fiscal year ended Octob&889, included 53 weeks.

ESTIMATES AND ASSUMPTIONS

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfezitthe reported amounts of assets, liabiliiesenues and expenses. Actual results
may differ from these estimates.

CASH AND CASH EQUIVALENTS
The Company considers all highly liquid instrumentth a maturity of three months or less at theetiofi purchase to be cash equivalents.
CASH MANAGEMENT

The Company's cash management system providdsefoeimbursement of all major bank disbursemeratts on a daily basis. Checks
issued but not presented for payment to the bamkedlected as "Checks drawn in excess of bankbat on the accompanying consolid:
financial statements.

SHORT-TERM INVESTMENTS

The Company's investments consist primarily of stneent-grade marketable debt and equity secustiesell as bond and equity mutual
funds, all of which are classified as trading oaitable-for-sale. Trading securities are recordefdiavalue with unrealized holding gains and
losses included in earnings. Available-for-saleusiéies are recorded at fair value, and unrealtz@lding gains and losses are recorded, net of
tax, as a separate component of accumulated athgsrehensive income. Unrealized losses are chaggidst net earnings when a declin
fair value is determined to be other than tempor@ealized gains and losses are accounted foreogpticific identification method.
Purchases and sales are recorded on a trade dée ba
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OTHER INVESTMENTS
The Company has investments in privately held ggeturities that are recorded at their estimaaed/alues.
FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying value of cash and cash equivalenteoappates fair value because of the sherth maturity of those instruments. The fair ve
of the Company's investments in marketable debeguity securities as well as bond and equity mdturals is based upon the quoted
market price on the last business day of the figeaf. The fair value and amortized cost of the @amy's short-term investments at
September 30, 2001, were $107.3 million and $16%llfon, respectively. The fair value and amortizabt of the Company's short-term
investments at October 1, 2000, were $61.3 millind $61.0 million, respectively.

For equity securities of companies that are priydteld, or where an observable quoted market ptoEs not exist, the Company estimates
fair value using a variety of valuation methodo&gjiSuch methodologies include comparing the dgawith securities of publicly traded
companies in similar lines of business, applyingereie multiples to estimated future operating tesol the private company and estimating
discounted cash flows for that company. For furthBarmation on investments, see Notes 4 and 8.CEng/ing value of long-term debt
approximates fair value.

INVENTORIES
Inventories are stated at the lower of cost (prilpanoving average cost) or market.
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at esst dccumulated depreciation and amortization. daégtion of property, plant and
equipment, which includes amortization of assetfenicapital leases, is provided on the straigtg-fivethod over estimated useful lives,
generally ranging from two to seven years for eoquapt and 30 to 40 years for buildings. Leaseholgravements are amortized over the
shorter of their estimated useful lives or theterldease life, generally ten years. The portiodegreciation expense related to production
distribution facilities is included in "Cost of galand related occupancy costs" on the accompangimgplidated statements of earnings.

GOODWILL

Goodwill resulting from business acquisitions rejergs the excess purchase price paid over nesasdaisinesses acquired and is amortized
on a straight-line basis over the period of expkbinefit, which ranges from ten to twenty years.

LONG-LIVED ASSETS

When facts and circumstances indicate that theicarvalues of long-lived assets, including intdoigs, may be impaired, an evaluation of
recoverability is performed by comparing the cargyvalue of the assets to projected future castsfia addition to other quantitative and
gualitative analyses. Upon indication that theyiag value of such assets may not be recoveraideCbmpany recognizes an impairment
loss by a charge against current operations. Pggp#ant and equipment assets are grouped abtest level for which there are identifiable
cash flows when assessing impairment. Cash floweefail assets are identified at the individuarstlevel.

REVENUE RECOGNITION

Retail store revenues are recognized when payraéendered at the point of sale. Specialty revera@ssisting mainly of product sales, are
generally recognized upon shipment to customeitsallnon-refundable fees required under licensiggeements are earned upon substantial
performance of services. Royalty revenues based agercentage of sales and other continuing feeseaognized when earned. All
revenues are recognized net of any discounts.

ADVERTISING

The Company expenses costs of advertising thetifinst the advertising campaign takes place, exioeirect-to-consumer advertising,
which is capitalized and amortized over its expagteriod of future benefit, generally six to twelmenths. Net capitalized direct-to-
consumer advertising costs were $0.9 million an@ $@illion as of September 30, 2001, and Octob@0D0, respectively, and are include
"Prepaid expenses and other current assets" actwmnpanying consolidated balance
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sheets. Total advertising expenses, recorded oréSiperating expenses" and "Other operating exsghen the accompanying consolidated
statements of earnings were $28.8 million, $32 ianiand $38.4 million in 2001, 2000 and 1999 pestively.

STORE PREOPENING EXPENSES
Costs incurred in connection with the start-up praimotion of new store openings are expensed asrett:
RENT EXPENSE

Certain of the Company's lease agreements prowsidgcheduled rent increases during the lease tertios rental payments commencing at a
date other than the date of initial occupancy. kimin rental expenses are recognized on a straighbhsis over the terms of the leases.

FOREIGN CURRENCY TRANSLATION

The Company's international operations use theallourrency as their functional currency. Asseis lzbilities are translated at exchange
rates in effect at the balance sheet date. Incodegpense accounts are translated at the averaghlgnexchange rates during the year.
Resulting translation adjustments are recordedseparate component of accumulated other comprigleensome.

INCOME TAXES

The Company computes income taxes using the asdéiability method, under which deferred incomeetaare provided for the temporary
differences between the financial reporting basisthe tax basis of the Company's assets anditieil

STOCK SPLIT

On April 27, 2001, the Company effected a two-faetock split of its $0.001 par value common stiockolders of record on March 30,
2001. All applicable share and per-share datagsdltonsolidated financial statements have betateddo give effect to this stock split.

EARNINGS PER SHARE

The computation of basic earnings per share isthase¢he weighted average number of shares and oorstock units outstanding during
period. The computation of diluted earnings persliecludes the dilutive effect of common stockigglents consisting of certain shares
subject to stock options.

RECENT ACCOUNTING PRONOUNCEMENTS

In September 2000, the Emerging Issues Task FUEtER") reached a consensus regarding Issue NA.0QOAccounting for Shipping and
Handling Fees and Costs," which requires any shgppnd handling costs billed to customers in aalesaction to be classified as revenue.
The Company adopted Issue No. 00-10 on Octobed@),2and restated all prior period disclosuresidggo. 00-10 did not have a material
impact on the Company's consolidated financiabstants.

In July 2001, the Financial Accounting Standardafq"FASB") issued Statement of Financial AccoogtStandards ("SFAS") No. 141,
"Business Combinations," and SFAS No. 142, "Goddavitl Other Intangible Assets." SFAS No. 141 rezgithe use of the purchase method
of accounting for business combinations initiatédraJune 30, 2001, and eliminates the poolingaté+iests method. SFAS No. 142 requires,
among other things, the use of a nonamortizatigmageh for purchased goodwill and certain intaregblUnder a nonamortization approach,
goodwill and certain intangibles will not be ampetil into earnings, but instead will be reviewedifigpairment at least annually. The
Company will adopt SFAS No. 142 effective Septen8ier2002. The Company's management has not yatdeed the impact of adoption
on its consolidated financial position and resafteperations. As of September 30, 2001, the Compad goodwill and other intangible
assets, net of accumulated amortization, of $21ll®mand $7.7 million, respectively, which woulek subject to the transitional assessment
provisions of SFAS No. 142. Amortization expendatesl to goodwill and other intangible assets wa $illion for the fiscal year ended
September 30, 2001.

In June 2001, the FASB issued SFAS No. 143, "Actingrfor Asset Retirement Obligations." SFAS No3Xéquires that the fair value of a
liability for an asset retirement obligation beagnized in the period in which it is incurred ifeasonable estimate of fair value can be made.
The associated asset retirement costs are capdaliz part of the carrying amount of the
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long-lived asset. The Company will adopt SFAS N4B gffective September 30, 2002, and does not éxpechave a material impact on the
Company's consolidated results of operations, &iisposition or cash flows.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Lohgred Assets," which supercedes SF
No. 121, "Accounting for the Impairment of Lc-Lived Assets and for Long-Lived Assets to Be Disgab Of." SFAS No. 144 retains the
fundamental provisions of SFAS No. 121 but setthfoew criteria for asset classification and brosdiae scope of qualifying discontinued
operations. The Company will adopt SFAS No. 144f88eptember 30, 2002. The Company's managememiohget determined the impact
of adoption on its consolidated financial positand results of operations.

In September 2001, the EITF reached a consensasding Issue No. 010, "Accounting for the Impact of the Terrorist &tks of Septemb:
11, 2001," which requires that losses and othetsdnsurred as a result of the September 11, 288nts be classified as part of income from
continuing operations in the statement of operatiéwditionally, certain disclosures are requine@ll periods affected. As a result of the
events of September 11, 2001, the Company closédbitth American Company-operated retail storesathdr North American facilities for
the remainder of that day. None of the Companygleyees were injured, and the Company did not sustgnificant property loss or incur
significant costs as a result of the attacks. H@nethe aftermath of these events, together wihstbwing economy, have had a moderately
negative impact on the Company's Specialty Operatizvhich derives approximately 9.0% of its revefrom the travel and hospitality
industries. At this time, management believes thatevents of September 11, 2001, will not haveaterial impact on the Company's
financial position, results of operations or casiwé in fiscal 2002.

RECLASSIFICATIONS
Certain reclassifications of prior years' balarntage been made to conform to the fiscal 2001 ptagen.
NOTE 2: BUSINESS COMBINATIONS

During fiscal 2000, Starbucks acquired the outstamdtock of Tympanum, Inc. (d/b/a "Hear Music")nasic retailer, and of Coffee Partners
Co. Ltd., the company licensed to operate Starbstkes in Thailand. The combined purchase pricénfese two acquisitions was $14.1
million. During fiscal 1999, Starbucks acquired tiet assets of Tazo, L.L.C., a Portland, Oregomdbésa company that produces premium
tea products, and Pasqua Inc., a San Francisciéoi@al-based roaster and retailer of specialtfemfThe combined purchase price for these
two acquisitions was $16.5 million. All of the almacquisitions were accounted for under the puecheethod of accounting. Results of
operations of the acquired companies are inclugetth® accompanying consolidated financial stategfeain the dates of acquisition.

NOTE 3: CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of the folloimghousands):

Sept 30, 2001  Oct 1, 2000

Operating funds and interest-bearing deposits $ 51,164 $35,521
Commercial paper 1,698 998
Money market funds 60,375 34,298
Total $113,237 $70,817

17



NOTE 4: SHORT-TERM INVESTMENTS

The Company's investments consist of the followiinghousands):

GROSS GROSS
UNREALIZED UNREALIZED
FAIR  AMORTIZED HOLDING HOLDING
September 30, 2001: VALUE COST GAINS LOSSES
Short-term investments -- available-for-sale securi ties:
U.S. Government obligations $ 2017 $ 1999 $ 18 $ -
Mutual funds 99,332 98,000 1,332 -
Marketable equity securities 50 250 - (200)
Total $101,399 $100,249  $1,350 $(200)
Short-term investments -- trading securities 5,913
Total short-term investments $107,312
GROSS GROSS
UNREALIZED UNREALIZED
FAIR AMORTIZED HOLDING HOLDING
October 1, 2000: VALUE COST GAINS LOSSES
Short-term investments -- available-for-sale securi ties:
U.S. Government obligations $10,990 $10,996 $3 $(9)
Commercial paper 45,356 45,373 1 (18)
Marketable equity securities 1,227 1,227 --
Total $57,573  $57,596 $4 $(27)
Short-term investments -- trading securities 3,763
Total short-term investments $61,336

Available-for-sale securities with remaining matigs of one year or less are classified as shari-bevestments. Securities with remaining
maturities longer than one year are classifiedag-term and are included in the line item "Otmyestments” on the accompanying
consolidated balance sheets. The specific ideatifin method is used to determine a cost basisdimputing realized gains and losses.

In fiscal 2001, 2000 and 1999, proceeds from the afanvestment securities were $46.9 million, $4illion and $3.6 million, respectively.
Gross realized gains and losses from the salecofises were not material in 2001, 2000 and 1999.

During fiscal 2001 and 2000, the Company recogniasses of $0.9 million and $6.8 million, respeeljy on its investment in the common
stock of Liveworld, Inc. (previously known as Tdkty, Inc.), due to impairments that were deterrdibg management to be other than
temporary. The remaining fair value of the invesieas $50 thousand as of September 30, 2001, h@dillion as of October 1, 2000.

Trading securities are classified as short-ternestments. The trading securities are comprisedlynairmarketable equity mutual funds
designated to approximate the Company's liabilitgtar the Management Deferred Compensation Plancdinesponding deferred
compensation liability of $6.0 million in fiscal @@ and $3.8 million in fiscal 2000 is included #ctrued compensation and related costs
the accompanying consolidated balance sheetssdalf2001 and fiscal 2000, the change in net umeghholding gains or (losses) in the
trading portfolio included in earnings were ($1n@)lion and $0.3 million, respectively. Gross gainsluded in earnings associated with the
transfer of securities from the available-for-sed¢éegory to the trading category were $0.5 milliofiscal 2000.
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NOTE 5: DERIVATIVE FINANCIAL INSTRUMENTS

The Company manages its exposure to foreign cuynasic within the consolidated financial statemestsording to a hedging policy. Under
the policy, the Company may engage in transaciioraving various derivative instruments with maties generally not longer than five
years, to hedge assets, liabilities, revenues anthpses denominated in foreign currenc

On October 2, 2000, the Company adopted SFAS N&."E&counting for Derivative Instruments and HedgiActivities," as amended and
interpreted, which requires that all derivatives®eorded on the balance sheet at fair value. Tbeuating for changes in the fair value of
derivative instruments depends on the intendedndeesulting designation. The Company designtteaterivatives based upon the criteria
established by SFAS No. 133. For a derivative degigg as a fair value hedge, the gain or loss getkfrom the change in fair value is
recognized in earnings in the period of changettmyawith the offsetting loss or gain on the hedienh. For a derivative designated as a
flow hedge, the effective portion of the derivatévgain or loss is initially reported as a compdradrother comprehensive income ("OCI")
and subsequently reclassified into earnings wherétdged exposure affects earnings. For a deréveéigignated as a net investment hedge,
the effective portion of the derivative's gain @3 is reported as a component of the foreign sayreranslation adjustment, a component of
OCI. The ineffective portions of all derivativesaecognized immediately into earnings. For a difre not designated as a hedging
instrument, the gain or loss is recognized in eg®in the period of change. The Company classtifiexash flows from hedging transactions
in the same category as the cash flows from theerttve hedged items. The adoption of SFAS No.di@3hot have a material impact on the
Company's consolidated results of operations, &iigposition or cash flows.

During the 52-week period ended September 30, 20@1Company entered into forward foreign excharaggracts that qualify as cash flow
hedges under SFAS No. 133 to hedge a portion afipated foreign currency denominated revenuecboedance with SFAS No. 133, cash
flow hedges related to anticipated transactionslasggnated and documented at the inception of lsaghe by matching the terms of the
contract to the underlying transaction. Once eistabtl, cash flow hedges are generally not remowéitimaturity. The Company also entered
into a forward foreign exchange contract that digslias a hedge of a net investment in a foreigraifwn. These contracts expire within 14
months and are intended to minimize certain foreigmency exposures that can be confidently idietidind quantified.

Forward contract effectiveness for cash flow hedgeslculated by comparing the fair value of thatcact to the change in value of the
anticipated transaction using forward rates on athig basis. Any ineffectiveness is recognized irdiately in "Interest and other income,
net" on the accompanying consolidated statemeeawofings. There was no ineffectiveness relatedsb 8ow hedges for the 52-week period
ended September 30, 2001. For net investment hetiigeespot-to-spot method is used by the Compawcglimulate effectiveness. As a result
of using this method, net gains of $1.4 million eeecognized in earnings during the 52-week pegitded September 30, 2001.

The Company had accumulated derivative gains & #illion, net of taxes, in OCI as of September3W01, related to cash flow and net
investment hedges. Of this amount, $1.2 millioexpected to be reclassified into earnings withinrighths.

NOTE 6: INVENTORIES
Inventories consist of the following (in thousands)

Sept 30, 2001  Oct 1, 2000

Coffee:
Unroasted $ 98,557 $ 90,807
Roasted 33,958 27,880
Other merchandise held for sale 63,458 59,420
Packaging and other supplies 25,280 23,549
Total $221,253 $201,656

As of September 30, 2001, the Company had fixeckegrniventory purchase commitments for green cdfieding approximately $283.8
million. The Company believes, based on relatigmsleistablished with its suppliers in the past, thatisk of non-delivery on such purchase
commitments is low.
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NOTE 7: JOINT VENTURES

The Company has two joint ventures to produce astdltlite Starbucks branded products. The North Aeaa Coffee Partnership is a 50/50
joint venture partnership with the Pe-Cola Company to develop and distribute bottlegpptacino coffee drink. The Starbucks Ice Cream
Partnership is a 50/50 joint venture partnershig Wireyer's Grand Ice Cream, Inc. to develop asttidute premium ice creams.

The Company is a partner in several other jointwess that operate licensed Starbucks retail storelsiding Starbucks Coffee Japan, Ltd., a
50/50 joint venture partnership with Japaneselegtand restauranteur SAZABY Inc. to develop StaKsuretail stores in Japan (See Note
17), and Starbucks Coffee Korea Co., Ltd., a 5@35@ venture partnership with Shinsegae Departn®ote Co., Ltd., to develop retail stc

in the Republic of Korea. The Company also hagé@sts in joint ventures to develop Starbucks retailes in Hawaii, Taiwan, Shanghai,
Hong Kong, Austria, Switzerland and Israel.

The Company accounts for these investments usagdhity method when Starbucks is deemed to hgwéfisant influence over the
investee but is not the controlling or managingner, otherwise, the investment is accounted forguthe cost method. The Company's share
of income and losses for equity method joint vesdus included in "Joint venture income" on theoagpanying consolidated statements of

earnings. This line includes both the Company'p@rionate share of gross margin resulting fronfemfind other product sales to the joint
ventures and royalty and license fee revenues.

The Company's investments in these joint venturesis follows (in thousands):

EQUITY COST
METHOD METHOD
JOINT JOINT

\% ENTURES VENTURES TOTAL
Balance, September 27, 1998 $ 38,558 $ 359 $38,917
Allocated share of income 2,318 -- 2,318
Distributions from joint ventures (8,983) - (8,983)
Capital contributions 10,466 - 10,466
Balance, October 3, 1999 $ 42,359 $ 359 $42,718
Allocated share of income 15,139 - 15,139
Distributions from joint ventures (14,279) - (14,279)
Capital contributions 8,049 424 8,473
Balance, October 1, 2000 $ 51,268 $ 783 $52,051
Allocated share of income 15,630 - 15,630
Distributions from joint ventures (16,863) - (16,863)
Capital contributions 7,723 2,335 10,058
Balance, September 30, 2001 $ 57,758 $3,118 $60,876

The Company has a consolidated joint venture wighbicks Coffee Company (Australia) Pty Ltd. toelep retail stores in Australia. In

addition, the Company has a consolidated jointwentUrban Coffee Opportunities LLC, with JohnsagwvBlopment Corporation to develop
retail stores in underserved urban communities.

NOTE 8: OTHER INVESTMENTS

In fiscal 1999, the Company invested $20.3 milliotiving.com Inc. ("living.com"), an online furnite retailer, and $10.0 million in

Cooking.com, Inc. ("Cooking.com"), a privately haMEb-based retailer of cookware, accessories agdlafy foods and provider of
information about cooking.

During fiscal 2000, the Company invested $25.0iatilin Kozmo.com, an Internet-to-door delivery seevfor food, entertainment and
convenience items. Starbucks and Kozmo.com alsrehinto a commercial agreement to provide inesteturn boxes in Starbucks stores in
exchange for cash, a channel for selling the Corlpamoducts and other marketing opportunitiesdnnection with this agreement,
Starbucks received a $15.0 million payment that reasgnized as revenue on a straight-line basistoxeve months.

During fiscal 2001 and 2000, the Company determthadlits investments in Internet-related compahas suffered declines in value that
were other than temporary. As a result, the Compaoggnized a loss totaling $2.0 million to wrifé its
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remaining investment in Kozmo.com as of SeptemBef801, and recognized losses of $52.0 milliorethice its investments in living.com,
Cooking.com and Kozmo.com to their aggregate falue of $3.6 million as of October 1, 2000.

The Company had other investments recorded atéb@inated aggregate fair value of $1.9 milliom&September 30, 2001, and $0.2 mill
as of October 1, 2000.

NOTE 9: PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are recorded atazastonsist of the following (in thousands):

Sept 30, 2001  Oct 1, 2000

Land $ 6,023 $ 5,084
Building 19,795 19,795
Leasehold improvements 960,732 754,132
Roasting and store equipment 421,150 354,806
Furniture, fixtures and other 239,900 181,702
1,647,600 1,315,519
Less accumulated depreciation and amortization (605,247) (446,403)
1,042,353 869,116
Work in progress 93,431 61,643
Property, plant and equipment, net $ 1,135,784 $ 930,759

NOTE 10: LONG-TERM DEBT

In September 1999, the Company purchased the lhtw@lding comprising its York County, Pennsyhanbasting plant and distribution
facility. The total purchase price was $12.9 miilidn connection with this purchase, the Compasy®@ed loans totaling $7.7 million from

the York County Industrial Development Corporati®he remaining maturities of these loans range f8am 9 years, with interest rates from
0.0% to 2.0%.

Scheduled principal payments on long-term debtarllows (in thousands):

Fiscal year ending

2002 $ 697
2003 710
2004 722
2005 735
2006 748
Thereafter 2,871
Total principal payments $6,483
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NOTE 11: LEASES

The Company leases retail stores, roasting andhdison facilities and office space under opemtieases expiring through 2025. Most lease
agreements contain renewal options and rent esmalduses. Certain leases provide for contingemtals based upon gross sales.

Rental expense under these lease agreements ¥edlows (in thousands):

Fiscal year ended Sept 30, 2001 Oct1,2000 Oct 3, 1999
Minimum rentals $166,543 $127,149 $95,613
Contingent rentals 4,018 3,743 1,581

Total $170,561 $130,892 $97,194

Minimum future rental payments under non-canceléddse obligations as of September 30, 2001 &falaw/s (in thousands):

Fiscal year ending

2002 $ 185,709
2003 185,666
2004 179,957
2005 169,427
2006 159,333
Thereafter 774,560
Total minimum lease payments $1,654,652

NOTE 12: SHAREHOLDERS' EQUITY

On December 15, 2000, the Company amended ande#imArticles of Incorporation to, among othieings, change the par value of the
Company's common stock and preferred stock frompanosalue per share to $0.001 par value per share.

In addition to 600.0 million shares of authorizexinetnon stock, the Company has authorized 7.5 milwares of preferred stock, none of
which was outstanding at September 30, 2001.

On September 16, 2001, the Board of Directors aizthad a share repurchase program to acquire upad3$nillion of the Company's
outstanding common stock on the open market. eptember 30, 2001, the Company repurchased Jidmshares at a cost of $49.8

million.
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COMPREHENSIVE INCOME

Comprehensive income includes all changes in eqluiting the period, except those resulting fromgetions with shareholders of the
Company. It has two components: net earnings amel cdomprehensive income. Accumulated other congmstae loss reported on the
Company's consolidated balance sheets consistseifjfi currency translation adjustments and thealrzed gains and losses, net of

applicable taxes, on available-for-sale securdigd on derivative instruments designated and guradifas cash flow and net investment
hedges. Comprehensive income, net of related fextsf is as follows (in thousands):

Fiscal year ended
Net earnings
Unrealized holding gains/(losses) on available-f
investments, net of tax benefit/(provision) of
$52 and ($155) in 2001, 2000 and 1999, respect
Unrealized holding gains on cash flow hedges, ne
tax provision of $683
Unrealized holding gains on net investment hedge
tax provision of $109
Reclassification adjustment for (gains)/losses r
net income, net of tax (benefit)/provision of
and $270 in 2001, 2000 and 1999, respectively

Net unrealized gain/(loss)
Translation adjustment

Total comprehensive income

NOTE 13: EMPLOYEE STOCK AND BENEFIT PLANS

STOCK OPTION PLANS

or-sale
($434),
ively

t of

, het of

ealized in
$0, ($48)

Sept 30, 2001  Oct 1, 2000

$181,210

738
1,163

186

2,087
3,481

$186,778

$ 94,564

(85)

T 1e9)
(6,867)

$ 87,534

Oc

t3, 1999

$104,910

The Company maintains several stock option plaaeuwhich the Company may grant incentive stockoogtand non-qualified stock

options to employees, consultants and non-empldireetors. Stock options have been granted atpater above the fair market value on

the date of grant. Options vest and expire accgrtiinerms established at the grant date.
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The following summarizes all stock option transaasi from September 27, 1998, through Septembe2(81L,:

WEIGHTED WEIGHTED
AVERAGE SHARES AVERAGE
SHARE S EXERCISE SUBJECTTO EXERCISE
SUBJECT TO PRICE EXERCISABLE PRICE
OPTIO NS PER SHARE OPTIONS PER SHARE
Outstanding, September 27, 1998 39,006 ,796 $6.55 15,121,612 $4.24
Granted 16,103 ,996 11.48
Exercised (7,045 ,816) 4.76
Cancelled (2,923 ,874) 9.50
Outstanding, October 3, 1999 45,141 ,102 8.42 24,161,650 6.78
Granted 9,410 ,330 12.42
Exercised (8,943 ,570) 6.54
Cancelled (3,718 ,136) 10.71
Outstanding, October 1, 2000 41,889 , 726 9.55 20,330,740 7.82
Granted 9,907 ,292 20.48
Exercised (6,289 ,892) 7.45
Cancelled (2,496 ,195) 14.22
Outstanding, September 30, 2001 43,010 ,931 $12.13 24,407,135 $9.16

As of September 30, 2001, there were 42,117,872 sltd common stock available for issuance pursigafuiture stock option grants.

Additional information regarding options outstarglas of September 30, 2001, is as follows:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE
WEIGHTED
AVERAGE WE IGHTED WEIGHTED
REMAINING A VERAGE AVERAGE
RANGE OF CONTRACTUAL EX ERCISE EXERCISE
EXERCISE PRICES  SHARES  LIFE (YEARS) PRICE SHARES  PRICE

6.14 9,068,671 $6.05
0.04 11,472,327 10.04
. 2,953,491 12.15
7.77 529,312 17.59
0.62 383,334 22.20

$0.56 $9.00 9,421,471 4.33
9.02 10.73 13,857,603 6.59
11.00 13.13 8,822,805 7.96
13.28 19.63 2,180,434 8.43
19.91 24.63 8,728,618 9.06

$0.56 $24.63 43,010,931 6.97 $1 213 24,407,135 $9.16
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EMPLOYEE STOCK PURCHASE PLAN

The Company has an employee stock purchase plarhyphovides that eligible employees may contrilugeo 10% of their base earnings
towards the quarterly purchase of the Company'smmmstock. The employee's purchase price is 858tedesser of the fair market value of
the stock on the first business day or the lasiness day of the quarterly offering period. Emplegenay purchase shares having a fair m
value of up to $25,000 (measured as of the firgtafdahe quarterly offering period for each calengear). No compensation expense is
recorded in connection with the plan. The total benof shares issuable under the plan is 16,0000t#ye were 813,635 shares issued u
the plan during fiscal 2001 at prices ranging fi®h2.70 to $18.28. There were 807,542 shares iasuget the plan during fiscal 2000 at
prices ranging from
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$10.19 to $16.36. There were 984,462 shares isguget the plan during fiscal 1999 at prices randgiogy $7.03 to $12.59. Of the 24,030
employees eligible to participate, 8,577 were pgréints in the plan as of September 30, 2001.

DEFERRED STOCK PLAN

The Company has a Deferred Stock Plan for cerayneknployees that enables participants in the tolaefer receipt of ownership of
common shares from the exercise of non-qualifiedisbptions. The minimum deferral period is fivege As of September 30, 2001, receipt
of 1,697,100 shares was deferred under the terrtiésoplan. The rights to receive these sharesesgmted by common stock units, are
included in the calculation of basic and dilutedhirags per share as common stock equivalents.

ACCOUNTING FOR STOCK-BASED COMPENSATION

The Company accounts for its stock-based awardg ke intrinsic value method in accordance witlt@dmting Principles Board Opinion
No. 25, "Accounting for Stock Issued to Employeast] its related interpretations. Accordingly, nonp@nsation expense has b
recognized in the financial statements for emplateek arrangements.

SFAS No. 123, "Accounting for Stock-Based Compensdtrequires the disclosure of pro forma net mecand net income per share as if
the Company adopted the fair-value method of adbogifior stock-based awards as of the beginninfisofil 1996. The fair value of stock-
based awards to employees is calculated usingldekEscholes option-pricing model with the followiweighted average assumptions:

EMPLOYEE STOCK OPTIONS EMPLOYEE STOCK PUR CHASE PLAN
2001 2000 1999 2001 2000 1999
Expected life (years) 2-5 2-6 15-6 0.25 0.25 0.25
Expected volatility 57% 55% 50% 41 - 49% 42 - 82 % 44 - 66%
Risk-free interest rate  2.37 -5.90% 5.65-6 87% 4.60-6.21% 2.35-4.68% 5.97-6. 40% 4.26 - 5.63%
Expected dividend yield 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

The Company's valuations are based upon a mutiftien valuation approach and forfeitures are racgl as they occur. The Black-
Scholes option valuation model was developed feringstimating the fair value of traded optionkjal have no vesting restrictions and are
fully transferable. In addition, option valuatiorodels require the input of highly subjective asstioms, including the expected stock-price
volatility. The Company's employee stock optiongehaharacteristics significantly different from seoof traded options, and changes in the
subjective input assumptions can materially affeetfair value estimate.
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As required by SFAS No. 123, the Company has déterthat the weighted average estimated fair gatdi@ptions granted during fiscal
2001, 2000 and 1999 were $8.98, $5.37 and $4.48hzee, respectively. Had compensation costs éoCthmpany's stock-based
compensation plans been accounted for using thedhie method of accounting described by SFAS128, the Company's net earnings .
earnings per share would have been as follow$i@ingands, except earnings per share):

PRO FORMA
UNDER SFAS
FISCAL YEAR ENDED AS R EPORTED NO. 123
September 30, 2001:
Net earnings $1 81,210 $140,675
Net earnings per common share:
Basic $ 0.48 $ 0.37
Diluted $ 0.46 $ 0.36
October 1, 2000:
Net earnings $ 94,564 $ 66,241
Net earnings per common share:
Basic $ 0.25 $ 0.18
Diluted $ 0.24 $ 0.17
October 3, 1999:
Net earnings $1 01,693 $ 75,326
Net earnings per common share:
Basic $ 0.28 $ 021
Diluted $ 0.27 $ 0.20

In applying SFAS No. 123, the impact of outstanditmrk options granted prior to 1996 has been eeddrom the pro forma calculations;
accordingly, the 2000 and 1999 pro forma adjustmearg not necessarily indicative of future periogl jorma adjustments.

DEFINED CONTRIBUTION PLANS

Starbucks maintains voluntary defined contribufiens covering eligible employees as defined ingllh@ documents. Participating
employees may elect to defer and contribute a ptage of their compensation to the plan, not teeegdhe dollar amount set by law. For
certain plans, the Company matches 25% of eachosyeks eligible contribution up to a maximum of tinst 4% of each employee's
compensation.

The Company's matching contributions to the plaesevapproximately $1.6 million, $1.1 million and.$@nillion for fiscal 2001, 2000 and
1999, respectively.

NOTE 14: INCOME TAXES

A reconciliation of the statutory federal incoms tate with the Company's effective income tax ratas follows:

Fiscal year ended Se pt 30,2001  Oct 1, 2000 Oct 3, 1999
Statutory rate 35.0% 35.0% 35.0%
State income taxes, net of federal

income tax benefit 3.8 3.7 3.7
Valuation allowance change from prior year 0.9 35 -
Other, net (2.4) (1.2) (0.7)
Effective tax rate 37.3% 41.1% 38.0%
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The provision for income taxes consists of theofwlihg (in thousands):

Fiscal year ended Sept 30,2001 Oct1,2000 Oct3, 1999
Currently payable:
Federal $ 94,948 $71,758 $52,207
State 17,656 12,500 9,332
Deferred (asset)/liability, net (4,892) (18,252) 794
Total $1 07,712 $66,006 $62,333

Deferred income taxes or (tax benefits) reflectttheeffect of temporary differences between thewamts of assets and liabilities for financial
reporting purposes and amounts as measured fputoses. The Company will establish a valuatitowance if it is more likely than not
these items will either expire before the Companatle to realize their benefits, or that futurduigibility is uncertain. As a result of losses
from investments in majority owned foreign subsigis and Internet-related companies, the Compataypkshed valuation allowances of
$3.0 million and $5.7 million for the fiscal yeaaded September 30, 2001, and October 1, 200@&atagly. The tax effect of temporary
differences and carryforwards that cause signifigantions of deferred tax assets and liabiliteeas follows (in thousands):

Sept 30, 2001  Oct 1, 2000

Deferred tax assets:

Loss on investments $ 23,666 $ 22,635
Accrued rent 12,317 10,321
Accrued compensation and related costs 9,898 9,212
Other accrued expenses 7,245 5,957
Other 13,382 10,313
Total 66,508 58,438
Valuation allowance (8,704) (5,659)
Total deferred tax asset, net of valuation allowanc e 57,804 52,779
Deferred tax liabilities:
Depreciation (39,466) (36,249)
Investments in joint ventures (4,614) (4,616)
Other (988) (4,020)
Total (45,068) (44,885)
Net deferred tax asset/(liability) $ 12,736 $ 7,894

Taxes currently payable of $50.3 million and $1miflion are included in "Accrued taxes" on the aoganying consolidated balance sheets
as of September 30, 2001, and October 1, 2000ecégply.
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NOTE 15: EARNINGS PER SHARE

The following table represents the calculation eff @arnings per common share -- basic (in thousaxdspt earnings per share):

Fiscal year ended Sept 30, 2001 Oct1,2000 Oct 3, 1999
Net earnings $181, 210 $ 94,564 $101,693
Weighted average common shares and
common stock units outstanding 380, 566 371,191 363,683
Net earnings per common share - basic $0 .48 $ 0.25 $ 0.28

The following table represents the calculation eff @arnings per common and common equivalent shdikited (in thousands, except
earnings per share):

Fiscal year ended Sept 30, 2001 Oct1,2000 Oct 3, 1999
Net earnings $181, 210 $ 94,564 $101,693
Weighted average common shares and
common stock units outstanding 380, 566 371,191 363,683
Dilutive effect of outstanding common
stock options 13, 783 14,808 13,379

Weighted average common and common
equivalent shares outstanding 394, 349 385,999 377,062

Net earnings per common and common
equivalent share - diluted $0 .46 $ 0.24 $ 0.27

Options with exercise prices greater than the aeenaarket price were not included in the computatibdiluted earnings per share. These
options totaled 0.9 million, 0.3 million and 0.6llwin for fiscal 2001, 2000 and 1999, respectively.

NOTE 16: COMMITMENTS AND CONTINGENCIES

In connection with various bank loans entered byt&tarbucks Coffee Japan, Ltd., the Company hasagteed $13.6 million of the
outstanding debt in the event of default by Stakbugoffee Japan, Ltd.

On June 20, 2001, and July 2, 2001, two purpor@ssaction lawsuits against the Company entitbede® Carr, et.al. v. Starbucks
Corporation and Olivia Shields, et.al. v. StarbuCksporation were filed in the Superior Courts afifdrnia, Alameda and Los Angeles
Counties, respectively. Each lawsuit subsequendly removed to the United States District Court,thevn District of California and Central
District of California, respectively. Each of thanisuits was filed by two plaintiffs who are currentformer store managers and assistant
managers on behalf of themselves and other simitrdated store managers, assistant store manageéretail management trainees. The
lawsuits allege that the Company improperly cléasgisuch employees as exempt under California'®wag hour laws and seek damages,
restitution, reclassification and attorneys fees ewsts. Starbucks is vigorously investigating defiending this litigation and is also pursuing
alternative dispute resolution possibilities witle fplaintiffs. Because the cases are in the vaty stages, the financial impact to the
Company, if any, cannot be predicted.

In addition to the California lawsuits describeaad, the Company is party to various legal proaegsiarising in the ordinary course of its
business, but it is not currently a party to argalgproceeding that management believes would hawaterial adverse effect on the financial
position or results of operations of the Company.
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NOTE 17: SUBSEQUENT EVENTS

On October 10, 2001, the Company sold 30,000 ahitsting shares of Starbucks Coffee Japan, L&tafbucks Japan") at approximately
$495.00 per share, net of related costs. In commrewtith this sale, the Company received cash mds®f $15 million. The Company's
ownership interest in Starbucks Japan was reduoetd 50.0% to 47.5% following the sale of the afoestioned shares. The Company
recorded a gain from this sale of $13 million.

Also on October 10, 2001, Starbucks Japan issugdad 220,000 shares of common stock at approgi;n&495.00 per share, net of related
costs, in an initial public offering in Japan. lonnection with this offering, the Company's own@rshterest in Starbucks Japan was reduced
from 47.5% to 40.1%. The Company recorded a ctedihareholders' equity of $39 million, reflectihg increase in value of its share of the
net assets of Starbucks Japan related to the stfaring.

NOTE 18: SEGMENT REPORTING
The Company is organized into a number of businegs which correspond to the Company's operatgnents.

The Company's North American retail business wilis £offee and other beverages, whole bean cofteesplementary food, hardware and
merchandise through Company-operated retail storé® United States and Canada.

At the beginning of fiscal 2001, the Company comebliits foodservice and domestic retail store lizensperations to form the Business
Alliances business unit. As a result of this insneorganization and the manner in which the dpmera of foodservice and domestic retalil
store licensing are measured and evaluated asoonieimed business unit, the Company's managemestntietd that separate segment
reporting of Business Alliances is appropriate urfleAS No. 131, "Disclosures about Segments ofrgerrise and Related Information."
All prior period disclosures are restated as ifiBess Alliances had always been a separately eghsggment.

The Company operates through several other busiméiss each of which is managed and evaluatedor#gently. These operations include
international retail store licensing agreementscgry channel licensing agreements, warehouseadofunts, direct-to-consumer marketing
channels, joint ventures, international Companyraigeel retail stores and other initiatives relatethe Company's core businesses.

Revenues from these segments include both salesaféiliated customers and sales between segmehish are accounted for on a basis
consistent with sales to unaffiliated customertergegment revenues, consisting primarily of prodates to subsidiaries and equity method
investees, and other intersegment transactionsbee eliminated on the accompanying consolidatesh€ial statements.

The accounting policies of the operating segmemgdree same as those described in the summargmifisant accounting policies in Note 1.
Operating income represents earnings before "Isitared other income, net,” "Internet-related inwvesit losses" and "Income taxes." No
allocations of overhead, interest or income taxegwade to the segments. Identifiable assets hyemsiare those assets used in the
Company's operations in each segment. General icepassets include cash and investments, unahbeasets of the corporate headqua
and roasting facilities, deferred taxes and ceiit#gmgibles. Management evaluates performancleeo$¢gments based on direct product ¢
and operating costs.
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Fiscal year ended Sept
REVENUES:
North American retail $2

Business Alliances
All other business units
Intersegment revenues

Total revenues $2

EARNINGS BEFORE INCOME TAXES:
North American retail $
Business Alliances

All other business units

Unallocated corporate expenses
Intersegment eliminations

Operating income

Interest and other income, net
Internet-related investment losses

Earnings before income taxes $

DEPRECIATION AND AMORTIZATION:
North American retail $
Business Alliances

All other business units

Unallocated corporate expenses

Total depreciation and amortization $

INCOME FROM EQUITY METHOD INVESTEES:

All other business units $
Intersegment eliminations

Total income from equity method investees $

IDENTIFIABLE ASSETS:
North American retail
Business Alliances

All other business units
General corporate assets

Total assets

The tables below present information by operatemgnsent (in thousands):

30,2001 Oct1,2000 Oct3, 1999
086,354  $1,734,929 $ 1,375,018
193,574 160,812 126,888
419,843 305,080 200,399
(50,791) (23,207)  (15,477)
648,980 $2,177,614 $ 1,686,828
336,434 $ 249,924 $ 209,338
50,165 43,777 33,098
70,116 53,323 22,900
(174,288)  (134,902)  (107,460)
(1,333) 130 (1,165)
281,094 212,252 156,711
10,768 7,110 7,315
(2,940) (58,792) -
288,922 $ 160,570 $ 164,026
115061 $ 94312 $ 72,252
5,278 3,547 2,561
17,768 10,117 5,205
25,394 22,256 17,779
163,501 $ 130,232 $ 97,797
17,556 $ 15139 $ 2,318
11,059 5,161 874
28615 $ 20,300 $ 3,192
Sept 30,2001  Oct 1, 2000
$ 873,306  $ 664,773
57,578 52,596
217,027 111,521
703,128 662,656
$1,851,039  $1,491,546
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The tables below represent information by geog@aptea (in thousands):

Sept 30, 2001 Oct 1, 2000  Oct 3, 1999
REVENUES FROM EXTERNAL CUSTOMERS:
United States $2,301,013 $1,910,092 $1,467,410
Foreign countries 347,967 267,522 219,418
Total $2,648,980 $2,177,614 $1,686,828

Revenues from foreign countries are based on taitm of the customers and consist primarily ¢diteevenues from Canada and the
United Kingdom as well as specialty revenues gaadriiom product sales to its international licexsséNo customer accounts for 10% or
more of the Company's revenues.

Sept 30, 2001  Oct 1, 2000

LONG-LIVED ASSETS:

United States $ 977,125 $819,200
Foreign countries 158,659 111,559
Total $1,135,784 $930,759

Assets attributed to foreign countries are basetherountry in which those assets are located.
NOTE 19: QUARTERLY FINANCIAL INFORMATION (UNAUDITED )

Summarized quarterly financial information for i$égears 2001 and 2000 is as follows (in thousaexisept earnings per share):

FIR ST SECOND THIRD FOURTH
2001 quarter:
Net revenues $667, 387 $629,288 $662,769 $689,536
Operating income 76, 057 50,854 71,307 82,876
Net earnings 48, 995 32,210 46,757 53,248
Net earnings per common share - diluted $ 0 12 $ 008 $ 012 $ 0.14
2000 quarter:
Net revenues $529, 332 $506,668 $557,516 $584,098
Operating income 54, 633 35,207 54,306 68,106
Net earnings 34, 749 23,406 34,913 1,496
Net earnings per common share - diluted $ 0 .09 $ 006 $ 009 $ 0.00
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The management of Starbucks Corporation is resplanfir the preparation and integrity of the fin@hstatements included in this Annual
Report to Shareholders. The financial statemente haen prepared in conformity with accounting giptes generally accepted in the United
States of America and include amounts based ongeamant's best judgment where necessary. Finanéohiation included elsewhere in
this Annual Report is consistent with these finahstatements.

Management maintains a system of internal contmatsprocedures designed to provide reasonableasgsuthat transactions are executed in
accordance with proper authorization, that traneastare properly recorded in the Company's rectnds assets are safeguarded and that
accountability for assets is maintained. The cohoépeasonable assurance is based on the recaytiitat the cost of maintaining our system
of internal accounting controls should not exceeddfits expected to be derived from the systereriat controls and procedures are
periodically reviewed and revised, when appropridte to changing circumstances and requirements.

Independent auditors are appointed by the Comp&uwogsd of Directors and ratified by the Companiareholders to audit the financial
statements in accordance with auditing standardergly accepted in the United States of Americd tanindependently assess the fair
presentation of the Company's financial positiesuits of operations and cash flows. Their repmpears in this Annual Report.

The Audit Committee, all of whose members are detsiirectors, is responsible for monitoring the @any's accounting and reporting
practices. The Audit Committee meets periodicalihwnanagement and the independent auditors taetisat each is properly discharging
its responsibilities. The independent auditors Halleand free access to the Committee withoutpghesence of management to discuss the
results of their audits, the adequacy of interieabanting controls and the quality of financial sgmg.

/sl ORIN C. SM TH /'sl M CHAEL CASEY

ORIN C. SMTH M CHAEL CASEY

presi dent and executive vice president,
chi ef executive officer chief financial officer and

chi ef adm nistrative officer

STARBUCKS CORPORATION

We have audited the accompanying consolidated balsimeets of Starbucks Corporation and subsidighiesCompany) as of September 30,
2001, and October 1, 2000, and the related coraelidstatements of earnings, shareholders' equitgash flows for each of the three years
in the period ended September 30, 2001. Thesedialastatements are the responsibility of the Camgfsamanagement. Our responsibility is
to express an opinion on these financial statenteaged on our audits.

We conducted our audits in accordance with auditagdards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Starbucks Corporation
and subsidiaries as of September 30, 2001, and€rcig 2000, and the results of their operationkthair cash flows for each of the three
years in the period ended September 30, 2001 rifoomity with accounting principles generally actspin the United States of Americ

/'s/ DELO TTE & TOUCHE LLP
DELO TTE & TOUCHE LLP

Seattl e, Washington
Decenber 4, 2001
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SHAREHOLDER INFORMATION

MARKET INFORMATION AND DIVIDEND POLICY

The Company's common stock is traded on the NdtlMagket tier of The Nasdag Stock Market, Inc. (8daq"), under the symbol "SBUX."
The following table sets forth the quarterly higiddow closing sale prices per share of the comstook as reported by Nasdaq for each
quarter during the last two fiscal years. All paahown reflect the two-for-one stock split effeictgpril 27, 2001.

HIGH
September 30, 2001:
Fourth Quarter $22.77
Third Quarter 23.00
Second Quarter 25.00
First Quarter 24.94
October 1, 2000:
Fourth Quarter $21.50
Third Quarter 21.72
Second Quarter 22.41
First Quarter 15.06

$14.00
18.58
20.03
19.16

$17.56
14.16
11.94
10.78

As of December 11, 2001, the Company had 9,65@&kb#ters of record. The Company has never paidiasigends on its common stock.
The Company presently intends to retain earningsge in its business and, therefore, does natipate paying a cash dividend in the near

future.

THE COMPANY'S ANNUAL REPORT ON FORM 10-K FOR THE&CAL YEAR ENDED SEPTEMBER 30, 2001, WITHOUT THE
EXHIBITS THERETO, MAY BE OBTAINED WITHOUT CHARGE BYACCESSING THE COMPANY'S FILINGS AT WWW.SEC.GOV
OR BY SENDING A REQUEST TO INVESTOR RELATIONS AT THADDRESS, PHONE NUMBER OR EMAIL ADDRESS BELOW.

Quarterly information is available to all sharel@&limmediately upon its release, free of charigefax, by calling 1-800-239-0317 or
through access on the Internet at www.businesswain@cnn/sbux.htm. To receive a copy by mail, plesesel your request to:

INVESTOR RELATIONS

Investor Relations -- M/S S-FP1
Starbucks Corporation

P.O. Box 34067

Seattle, WA 98124-1067

(206) 447-1575, ext. 87118
www.starbucks.com/aboutus/investor.asp

CORPORATE SOCIAL RESPONSIBILITY

Starbucks is committed to social responsibilityday, with the strength of the Starbucks brand énrttarketplace, the Company has an
opportunity to lead by example. The Company's rasiility begins with being accountable to its sth&lders - its partners, customers,
suppliers, investors, community members and othansl communicating openly about its business mestnd performance. This led the
Company to publish its first annual corporate sagsponsibility report for the 2001 fiscal year.

The Report can be viewed by visiting the Investelaons' Internet address listed above. To receizepy by mail, please call 1-800-

STARBUC, (3-80C-782-7282), or fax your request t-80C-782z-7286.



EXHIBIT 21
SUBSIDIARIES OF STARBUCKS CORPORATION

Starbucks Coffee International, Inc.
(a Washington corporation)

Starbucks Manufacturing Corporation
(a Washington corporation)

Circadia Corporation
(a Delaware corporation d/b/a Cafe Starbucks inhagon and Circadia Coffee House in California)

Starbucks U.S. Brands Corporation
(a California corporation)

Starbucks Foreign Sales Corporation
(a Barbados corporation)

Starbucks Asset Management Corporation
(a California corporation)

Starbucks Coffee Holdings (UK) Limited
(a UK corporation)

Starbucks Coffee Company (UK) Limited
(a United Kingdom corporation d/b/a Starbucks, I8taks Coffee and Starbucks Coffee Company)

Seattle Coffee Company (International) Limited
(a United Kingdom corporation)

Torz & Macatonia Limited
(a United Kingdom corporation)

Tazo Tea Company
(a Washington corporation)

Starbucks Coffee Company (Australia) Pty. Ltd. farstralian corporation d/b/a Starbucks, Starbuctie@ and Starbucks Coffee Company)

HM Interactive Corporation
(a Washington corporatiol



Starbucks Coffee (Thailand) Ltd. (a Thai corponatisb/a Starbucks, Starbucks Coffee and Starbuoke€Company)
Urban Coffee Opportunities, LLC (a Washington liditliability company d/b/a Starbucks, Starbucksf@ofind Starbucks Coffee Company)
SUBSIDIARIES OF STARBUCKS COFFEE INTERNATIONAL, INC .

SBI Nevada, Inc.
(a Nevada corporation)

Starbucks Coffee France, EURL
(a French limited liability company)

Starbucks Coffee Asia Pacific Limited
(a Hong Kong corporation)

SCI Ventures, S.L.
(a Spanish limited liability company)

SCI Europe I, Inc.
(a Washington corporation)

SCI Europe I, Inc.
(a Washington corporatiol



EXHIBIT 23
INDEPENDENT AUDITORS' CONSENT
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniRegjion Statement Nos. 33-52524, 33-52526, 3328233-92208, 33-92184, 333-65181,
333-94987 and 333-37442 of Starbucks CorporatioR@m S-8 of our report dated December 4, 200 brparated by reference in and
attached as part of an exhibit to the Annual Reporfform 10-K of Starbucks Corporation for the yetaded September 30, 2001.

/s/ DELO TTE & TOUCHE LLP
Seattle, Washington
Decenber 20, 2001
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