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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements

STARBUCKS CORPORATION
CONSOLIDATED STATEMENTS OF EARNINGS
(in thousands, except earnings per share)

(unaudited)
13 Weeks Ended 26 Weeks Ended
March 30, March 31, March 30, March 31,
2003 2002 2003 2002
Net revenues

Retail $809,31° $664,26: $1,658,80. $1,346,52
Specialty 144,88¢ 118,95! 298,92 242,02!
Total net revenue 954,20¢ 783,21 1,957,73. 1,588,55.
Cost of sales and related occupancy c 392,09¢ 320,08: 811,25¢ 657,11(
Store operating expens 331,61: 270,98¢ 654,58t 531,47t
Other operating expens 43,81¢ 33,54: 81,93¢ 63,86¢
Depreciation and amortization expen 57,96: 49,97: 115,34t 100,27:
General and administrative expen 49,79¢ 67,31« 101,44 108,44:
Income from equity investet 6,60/ 7,10¢ 13,24¢ 13,05¢
Operating incomi 85,52¢ 48,42¢ 206,40: 140,43t
Interest and other income, r 1,23¢ 2,13¢ 5,73¢ 4,62¢
Gain on sale of investme — — — 13,36
Earnings before income tax 86,76¢ 50,56: 212,13t 158,42
Income taxe: 34,71 18,83¢ 81,68: 58,98
Net earningt $ 52,05: $ 31,72¢ $ 130,45 $ 99,44
| | | |
Net earnings per common shi- basic $ 0.1: $ 0.0¢ $ 0.3¢ $ 0.2¢
Net earnings per common shi- diluted $ 0.1: $ 0.0¢ $ 0.3¢ $ 0.2t

Weighted average shares outstand
Basic 389,71: 384,34t 389,18t 382,56:
Diluted 399,62: 397,86: 399,42 394,91

See Notes to Consolidated Financial Statements.




Table of Contents

STARBUCKS CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment- Available-for-sale securitie
Shor-term investment- Trading securitie
Accounts receivable, net of allowances of $3,719 $8,680, respectivel
Inventories
Prepaid expenses and other current a:
Deferred income taxes, n

Total current asse
Equity and other investmer
Property, plant and equipment, |
Other asset
Goodwill and other intangible ass:

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payabl

Accrued compensation and related ci

Accrued occupancy cos

Accrued taxe!

Other accrued expens

Deferred revenu

Current portion of lon-term debr

Total current liabilities
Deferred income taxes, n
Long-term debi
Other lon¢-term liabilities
Shareholder equity:

Common stock and additional paid-in capital - Authed, 600,000,000; issued and
outstanding, 391,467,077 and 388,228,592 shargsecdvely, (includes 1,697,100 common
stock units in both period:

Other additional pa-in-capital

Retained earning

Accumulated other comprehensive |i

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

See Notes to Consolidated Financial Statements.

March 30, September 29,
2003 2002
(unaudited)
$ 250,40: $ 99,67
240,11 217,30:
15,87¢ 10,36(
103,14: 97,57:
203,21: 263,17
50,60¢ 42,351
43,62 42,20¢
906,97( 772,64
111,27¢ 102,92¢
1,329,90! 1,265,75I
42,07 43,691
30,70¢ 29,76«
$2,420,92 $2,214,78.
— —
$ 144,83: $ 135,99
117,60: 105,89¢
46,06¢ 51,19¢
29,19¢ 54,24
87,58t 72,28¢
67,52¢ 42,26/
71€ 71C
493,51¢ 462,59!
27,42 22,49¢
4,71¢ 5,07¢
72€ 1,03¢
931,05 891,04(
39,39: 39,39:
932,18t 801,72¢
(8,08¢) (8,581)
1,894,54! 1,723,58I
$2,420,92 $2,214,78.
— —
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STARBUCKS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited and in thousands)

26 Weeks Ended

March 30, March 31,
2003 2002
OPERATING ACTIVITIES:
Net earningy $ 130,45 $ 99,44:
Adjustments to reconcile net earnings to net cashiged by operating activitie
Depreciation and amortizatic 124,76: 107,86t
Gain on sale of investme — (13,369
Provision for impairments and asset dispo (925) 6,971
Deferred income taxes, n 4,19¢ (11,557
Equity in income of investee (4,930 (6,559
Tax benefit from exercise of n-qualified stock option 18,02( 24,97¢
Net accretion of discount and amortization of pramion marketable securiti 2,64¢ —
Cash provided/(used) by changes in operating aasdtfiabilities:
Inventories 60,65¢ 48,67:
Accounts receivabl (5,376) 4,281
Accounts payabl 6,997 (27,659
Accrued occupanc (5,287) 10,07:
Accrued taxe! (25,160 (39,617
Other accrued expens 9,61z 19,87¢
Deferred revenu 25,12¢ 12,32:
Other operating assets and liabilit (2,25%) (3,679
Net cash provided by operating activit 338,54° 232,05¢
INVESTING ACTIVITIES:
Purchase of availat-for-sale securitie (140,32) (159,89
Maturity of availabl-for-sale securitie 62,40 106,26(
Sale of availabl-for-sale securitie 52,31« 2,00¢
Net additions to equity, other investments and rodéisset: (2,897) (7,749
Proceeds from sale of equity investm — 14,84:
Additions to property, plant and equipmi (182,01) (183,607
Net cash used by investing activit (210,519 (228,149
FINANCING ACTIVITIES:
Proceeds from issuance of common si 52,13¢ 60,21¢
Principal payments on lo-term debi (350 (347)
Repurchase of common sta (30,149 (1,829
Net cash provided by financing activiti 21,644 58,03¢
Effect of exchange rate changes on cash and casvaénts 1,047 (179
Net increase in cash and cash equival 150,72 61,77«
CASH AND CASH EQUIVALENTS:
Beginning of perioc 99,677 51,25(
End of the perior $ 250,40: $ 113,02:
| |
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO!
Cash paid during the year fc
Interest $ 14C $ 94
Income taxe: $ 85,17: $ 86,03¢

See Notes to Consolidated Financial Statements.
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STARBUCKS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the 13 Weeks and 26 Weeks Ended March 30, 2808 March 31, 2002
Note 1: Financial Statement Preparation

The consolidated financial statements as of Maf;i2803, and March 31, 2002, and for the 13-week2fiweek periods ended March 30,
2003, and March 31, 2002, have been prepared blgustes Corporation (“Starbucks” or the “Companpglrsuant to the rules and regulati
of the Securities and Exchange Commission (the “BERe financial information for the 13-week an@-2eek periods ended March 30,
2003, and March 31, 2002, is unaudited, but, inogieion of management, reflects all adjustmentbaatruals necessary for a fair
presentation of the financial position, result®pérations and cash flows for the interim periods.

The financial information as of September 29, 2092erived from the Comparg/audited consolidated financial statements anesribieret:
for the year ended September 29, 2002, includégin 8 in the Fiscal 2002 Annual Report to Sharéérid on Form 16, and should be re¢
in conjunction with such financial statements.

Certain reclassifications of prior year’s balanbase been made to conform to the current format.

The results of operations for the 13-week andve@ék periods ended March 30, 2003, are not nedlysisaticative of the results of operatio
that may be achieved for the entire fiscal yeairen&eptember 28, 2003.

Investment Accounting Chan

In March 2003, Starbucks announced plans to acdsitieensed operations in Austria and Switzerlfmodh its business partner, Bon appétit
Group. This acquisition, which is expected to bmpteted in the Company’s fiscal third quarter, & expected to significantly impact the
Company’s fiscal 2003 financial results.

Due to the Company’s recent ability to exert siguifit influence over operating and financial p@gimanagement determined that a change
in accounting method, from the cost method to tingtg method, was required. Accounting PrinciplesBl (“APB”) Opinion No. 18, “The
Equity Method of Accounting for Investments in CommiStock,” requires prior period information toddjusted for the retroactive
application of the equity method for the Compary8s5% share of net losses.

As shown in the table below, the change to thetgemethod resulted in a $1.6 million reduction et parnings for the 13 weeks ended
December 29, 2002, and reductions of net earnmgthé effects of the accounting change priorgodi 2003 of $2.3 million and $0.8 millit
for the 52 weeks ended September 29, 2002 andiSkete30, 2001, respectivelyn thousands, except earnings per share):

13 weeks ended 52 weeks ended 52 weeks ended
December 29, September 29, September 30,
2002 2002 2001
Net earnings, previously report $79,97: $215,07: $181,21(
Effect of change to equity meth: (1,567 (2,274 (784)
Net earnings, as restat $78,40¢ $212,79¢ $180,42¢
| I L]
Net earnings per common sh~ basic:
Previously reporte $ 0.21 $ 0.5¢ $ 0.4¢
| |
As restate( $ 0.21 $ 0.5t $ 0.4¢
I L]
Net earnings per common sh« diluted:
Previously reporte $ 0.2C $ 0.5¢ $ 0.4¢
| | |
As restate( $ 0.2C $ 0.5¢ $ 0.4¢
| I L]
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The following table summarizes the effects of timestment accounting change on net earnings anthgarmper share for the periods
indicated(in thousands, except earnings per share)

13 weeks ended 26 weeks ended
December 30, March 31, June 30, September 29, March 31,
2001 2002 2002 2002 2002
Net earnings, previously report $68,35¢ $32,077 $56,17: $58,46" $100,43:
Effect of change to equity meth: (63%) (359  (50¢) (779 (989
Net earnings, as restat $67,72( $31,72% $55,66¢ $57,68¢ $ 99,44
| I | | |
Net earnings per common sh~ basic:

Previously reporte $ 0.1¢ $ 006 $ 0.1« $ 0.1t $ 0.2¢
| I | | |
As restate( $ 0.1¢ $ 0.0¢ $ 0.14 $ 0.1f $ 0.2¢
I | | |

Net earnings per common sh diluted:
Previously reporte $ 0.17 $ 0.06 $ 0.1¢ $ 0.1t $ 0.2¢
| I | | |
As restate( $ 0.17 $ 0.0t $ 0.14 $ 0.14 $ 0.2t
| I | | |

Note 2: Summary of Significant Accounting Policies
Goodwill and Other Intangible Assets

Starbucks adopted Statement of Financial AccourStagdard (“SFAS”) No. 142, “Goodwill and Otherdngible Assets,” on September 30,
2002. As a result, the Company discontinued aratitin of its goodwill and indefinite-lived traderkarand determined that provisions for
impairment were unnecessary. Impairment testsbgipberformed on an annual basis and more frequiéfidlgts and circumstances indicate
goodwill carrying values exceed estimated reporting fair values and if indefinite useful liveseamo longer appropriate for the Company’s
trademarks. Had the nonamortization provision cASHo. 142 been applied to fiscal 2002, as restpéedNote 1, net earnings for the 13-
week and 26veek periods ended March 31, 2002, would have B8&r2 million and $100.4 million, respectively, ses restated net earnit

of $31.7 million and $99.4 million, respectivelyasic and diluted earnings per share would haveiresdainchanged for the 13-week and 26-
week periods ended March 31, 2002. Definite-livetidngibles, which mainly consist of patents andydgpts, will continue to amortize over
their estimated useful lives.

Accounting for Sto-Based Compensation

The Company maintains several stock option plaaeuwhich incentive stock options and non-qualiéack options may be granted to
employees, consultants and non-employee direcdasbucks accounts for stock-based compensatiog tfs¢ intrinsic value method
prescribed in APB Opinion No. 25, “Accounting faio8k Issued to Employees,” and related interpreati Accordingly, because the grant
price equals the market price on the date of gramtompensation expense is recognized by the Qoyrfpastock options issued to
employees.

On December 31, 2002, the Financial Accounting &ieas Board (“FASB”) issued SFAS No. 148, “Accoungtfor Stock-Based
Compensation — Transition and Disclosure,” whicteads SFAS No. 123, “Accounting for Stock-Based Cengation.” SFAS No. 148
provides alternative methods of transition for vaary change to the fair value method of accourfiingtock-based compensation. In
addition, SFAS No. 148 requires more prominentld&aes in both annual and interim financial staets about the method of accounting
for stock-based employee compensation and thetefféhe method used on reported results. Starbelgcted to early adopt the annual and
interim disclosure requirements of SFAS No. 148fa8September 30, 2002.

5
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Had compensation cost for the Company’s stock aptleen recognized based upon the estimated fag va the grant date under the fair
value methodology allowed by SFAS No. 123, as areéry SFAS No. 148, the Company’s net earningseandings per share would have
been as follows iy thousands, except earnings per share

13 Weeks Ended 26 Weeks Ended
March 30, March 31, March 30, March 31,
2003 2002 2003 2002
Net earning: $52,05: $31,72: $130,45° $ 99,44:
Deduct: stock-based compensation expense determined
under fair value method, net of t (9,78¢) (9,659 (18,309 (19,979
Pro forma net incom $42,26: $22,07( $112,15: $ 79,47(
| | L] I
Earnings per shan
Basic- as reportel $ 0.1: $ 0.0¢ $ 0.3 $ 0.2¢
Basic- pro forma $ 0.11 $ 0.0¢ $ 0.2¢ $ 0.21
Diluted - as reporte: $ 0.1t $ 0.0¢ $ 0.3t $ 0.2t
Diluted - pro forma $ 0.11 $ 0.0¢€ $ 0.2¢ $ 0.2

The assumptions used to calculate the fair valu@ptbns granted are evaluated and revised, ass&ge to reflect market conditions and the
Company'’s experience.

Recently Issued Accounting Pronouncem

In January 2003, FASB Interpretation No. 46 (“FIN.M6"), “Consolidation of Variable Interest Engi$i, an interpretation of Accounting
Research Bulletin No. 51,” was issued. In generakriable interest entity is a corporation, parthi, trust, or any other legal structure used
for business purposes that either (a) does not éauity investors with voting rights or (b) has #yginvestors that do not provide sufficient
financial resources for the entity to support itB\aties. FIN No. 46 requires a variable interestity to be consolidated by a company if that
company is subject to a majority of the risk ofsiiiom the variable interest entity’s activitiesi®entitled to receive a majority of the entity’s
residual returns or both. The adoption of thishmtetation will not have a material impact on then@anys consolidated financial position

disclosures.

In April 2003, SFAS No. 149, “Amendment of Statem&B83 on Derivative Instruments and Hedging Acitagt” was issued. In general, this
statement amends and clarifies accounting for davie instruments, including certain derivativetinments embedded in other contracts,
for hedging activities under SFAS No. 133. Thigestzent is effective for contracts entered into odified after June 30, 2003, and for
hedging relationships designated after June 3(.2D%e adoption of SFAS No. 149 is not expectedaiee a material impact on the
Company’s consolidated financial position or discles.

Note 3: Inventories

Inventories consist of the followingrf thousands:

March 30, September 29,
2003 2002
Coffee:
Unroastec $ 71,84¢ $128,17:
Roastec 29,87t 35,77(
Other merchandise held for s 61,63( 65,40:
Packaging and other suppli 39,85¢ 33,82¢
Total $203,21: $263,17-
| |

As of March 30, 2003, the Company had fixed-priuechase contracts for green coffee totaling appnesely $286.0 million.

6
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Note 4: Derivative Financial Instruments
Cash Flow Hedges

During the 13-week and 26-week periods ended Mag;2003, and March 31, 2002, the Company had fafaaeign exchange contracts
that qualify as hedges of portions of anticipatestipct and royalty revenues denominated in Japaresand Canadian dollars. These
contracts expire within 18 months. The Companydamimulated net derivative gains of $0.5 millioet of taxes, in other comprehensive
income as of March 30, 2003, related to cash fledges. Of this amount, $0.1 million of net derivatgains will be reclassified into earnir
within 12 months. There was no ineffectivenessteeldo cash flow hedges for the 13-week and 26-vpeelods ended March 30, 2003, and
March 31, 2002.

Net Investment Hedg

During the 13-week and 26-week periods ended Mag;2003, and March 31, 2002, the Company had fafaaeign exchange contracts
that qualify as hedges of the Company'’s net inveatrm Starbucks Coffee Japan, Ltd. These conteagige within 20 months and are
intended to minimize foreign currency exposurduetfiations in the Japanese yen. As a result ofgusie spot-to-spot method, the Company
recognized net gains of $0.6 million and $1.0 millfor the 13-week and 26-week periods ended Ma@;2003, respectively, and net gains
of $0.1 million and $0.3 million for the 13-weekdafi6-week periods ended March 31, 2002, respegtiltreladdition, the Company had
accumulated net derivative losses of $1.4 millivet, of taxes, in other comprehensive income asarch!30, 2003.

Note 5: Property, Plant, and Equipment

Property, plant and equipment are recorded atazabtonsist of the followingif thousands:

March 30, September 29,
2003 2002

Land $ 11,41« $ 11,31
Buildings 54,46t 30,96:
Leasehold improvemen 1,213,66! 1,131,38;
Roasting and store equipme 571,63: 516,12¢
Furniture, fixtures and oth 348,21¢ 282,06¢
2,199,39. 1,971,85

Less accumulated depreciation and amortize (928,38 (814,42))
1,271,01 1,157,42.
Work in progres: 58,89: 108,33:
Property, plant and equipment, | $1,329,90! $1,265,75!
| ]

Note 6: Shareholders’ Equity

In June 2002, the Company’s Board of Directors aitled the repurchase of up to 10.0 million shafesommon stock in the open market.
During the 26 weeks ended March 30, 2003, Starbacfaired 1.5 million shares at an average prick26f63 per share, for a total cost of
$30.1 million. During fiscal year 2002, the Compamguired 2.1 million shares under this programneaverage price of $19.81 per share
a total cost of $42.0 million. All repurchases weffected through Morgan Stanley & Co. Incorporatésl of March 30, 2003, there were
6.4 million additional shares available for repwasé under this program.

In March 2003, the Company’s Board of Directorshauzed an additional program to repurchase u®t6 million shares of the Company’s
common stock. The Board of Directors also authdrim&nagement to repurchase shares under any 6btheany’s programs pursuant to a
contract, instruction or written plan meeting tegquirements of Rule 10b5-1(c)(1) of the Securifigshange Act of 1934.

7
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Note 7: Comprehensive Income

Comprehensive income, net of related tax effestasifollows {n thousand$:

13 Weeks Ended 26 Weeks Ended

March 30, March 31, March 30, March 31,

2003 2002 2003 2002

Net earnings $52,05:  $31,72¢ $130,45° $ 99,44
Unrealized holding gains/(losses) on cash flow ieglinstrument: (39 587 (515 1,82
Unrealized holding gains/(losses) on net investrhedging investmen 23C 13€ (83€) 1,30¢
Unrealized holding gains/(losses) on avail-for-sale securitie 4 92 31 54
Reclassification adjustment for (gains)/lossesizedlin net incom: 152 (641) 122 (1,807)
Net unrealized gain/(los: 34E 174 (1,199 1,37¢
Translation adjustmel 1,767 (1,789 1,69(C (16,330
Total comprehensive incon $54,16:  $30,10¢ $130,95( $ 84,49:
I | | |

The Company is subject to foreign currency traimieddjustments because its international opersitise their local currencies as their
functional currencies. Assets and liabilities aemslated at exchange rates in effect at the balsineet date, and the resulting translation
adjustments are recorded as a separate compongxtafmulated other comprehensive loss” on the agmmnying consolidated balance
sheets.

Note 8: Earnings Per Share

The following table represents the calculation eff @arnings per common share — bagictfiousands, except earnings per share

13 Weeks Ended 26 Weeks Ended
March 30, March 31, March 30, March 31,
2003 2002 2003 2002
Net earnings $ 52,05: $ 31,72: $130,45° $ 99,44:
Weighted average common shares and common stotsk uni

outstanding 389,71 384,34t 389,18 382,56:
Net earnings per common shi- basic $ 0.1: $ 0.0¢ $ 0.34 $ 0.2€
| | | |

The following table represents the calculation &f @arnings per common and common equivalent shdilated (in thousands, except
earnings per sharg

13 Weeks Ended 26 Weeks Ended
March 30, March 31, March 30, March 31,
2003 2002 2003 2002

Net earning: $ 52,05! $ 31,72 $130,45° $ 99,44
Weighted average common shares and common stotk uni

outstanding 389,711 384,34t 389,18t 382,56:

Dilutive effect of outstanding common stock optic 9,90¢ 13,51¢ 10,24: 12,35
Weighted average common and common equivalentshare

outstanding 399,62. 397,86: 399,42 394,91

Net earnings per common and common equivalent « diluted $ 0.1: $ 0.0¢ $ 0.3¢ $ 0.2

| | | |

Options with exercise prices greater than the @eenaarket price were not included in the computatibdiluted earnings per share. For the
13-week periods ended March 30, 2003, and Marcl2@12, these options totaled 0.8 million and 0.Bioni, respectively, during which
periods the average market price of the Compargrisneon stock was $22.60 and $22.43, respectivelyttfeo26-week periods ended
March 30, 2003, and March 31, 2002, these optiotadetd 1.4 million and 8.8 million, respectivelyrihg which periods the average mar



price of the Company’s common stock was $22.24%$td10, respectively.
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Note 9: Guarantees

In November, 2002, the FASB issued FASB Interprataio. 45 (“FIN No. 45”), “Guarantor’s Accountirand Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Ireflirss of Otherswhich elaborates on existing disclosure of mostraniges, and clarifie
when a company must recognize an initial liabildy the fair value of obligations it assumes ungiearantee agreements. The initial
recognition and measurement provisions apply oroggective basis to guarantees issued or modifted Becember 31, 2002. The Compi
adopted FIN No. 45 on September 30, 2002.

The Company has unconditionally guaranteed theyrapat of certain yen denominated bank loans arade@linterest and fees of an
unconsolidated equity investee, Starbucks Coffparda._td. The guarantees continue until the loemtdding accrued interest and fees, have
been paid in full. The maximum amount is limitedhie sum of unpaid principal and interest amouagsyell as other related expenses. These
amounts will vary based on fluctuations in the f@eign exchange rate. As of March 30, 2003, th&imam amount of the guarantees was
approximately $11.6 million.

Note 10: Commitments and Contingencies

On June 20, 2001, and July 2, 2001, two classratdiosuits against the Company entitled James €aal, v. Starbucks Corporation and
Olivia Shields, et al. v. Starbucks Corporationevitled in the Superior Courts of California, Aladaeand Los Angeles Counties,
respectively. On April 19, 2002, Starbucks annodribat it had reached an agreement to settle botbuits and fully resolve all claims
brought by the plaintiffs without engaging in paatted litigation. Accordingly, in March 2002, Stadks recorded an $18.0 million charge for
the estimated claims to eligible class membersrrays’ fees and costs, and costs of a third-pdaiyns administrator, as well as applicable
employer payroll taxes. On December 17, 2002, ¢hibesnent was approved. As expected, all class reeatborneys’ fees and costs, and
costs of the third-party claims administrator hbeen paid as of the second quarter of fiscal 28808ave nearly all claims to eligible class
members along with applicable employer payroll $axéghe Company expects that the few remaining dagmeligible class members, along
with applicable payroll taxes, will be paid in tteérd quarter of fiscal 2003.

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 amgalegoroceeding that management believes would hawaterial adverse effect on the financial
position or results of operations of the Company.

Note 11: Segment Reporting

Starbucks is organized into a number of businegs,which correspond to the Company’s operatirgirents. Revenues from these
segments include both sales to unaffiliated custerard sales between segments, which are accoimnted a basis consistent with sales to
unaffiliated customers. Segment information has\hepared using a management approach that isstamswith the basis and manner in
which the Company’s management internally reviewarfcial information for operational decision makipurposes. Included in the
information below are intersegment transactionasisting primarily of product sales and relatedt odsales to and from subsidiaries and
equity method investees. However, these intersegtrarsactions have been eliminated on the accoyipgoonsolidated financial
statements.
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The tables below present information by operategnsent (n thousands:

Intersegment
North All other eliminations/
American Business business Unallocated
13 Weeks Ended Retail Alliances units corporate (1) Total
March 30, 200:
Total net revenue $741,55: $71,298  $178,09¢ $(36,739)  $954,20t
Earnings before income tax 115,89 13,50z 13,52: (56,157 86,76¢
Depreciation and amortization expen 41,64: 1,75¢ 7,057 7,507 57,96
Income from equity investet — — 2,60( 4,004 6,60¢
March 31, 200:
Total net revenue $616,61¢ $53,37¢  $126,81« $(13,589)  $783,21°
Earnings before income tax 99,81 11,42¢ 12,80: (73,479 50,56
Depreciation and amortization expen 35,09¢ 1,401 6,491 6,98t 49,97:
Income from equity investet — — 4,021 3,08¢ 7,10¢
Intersegment
North All other eliminations/
American Business business Unallocated
26 Weeks Ended Retail Alliances units corporate (1) Total
March 30, 200:
Total net revenue $1,523,73"  $142,92: $360,71. $ (69,639 $1,957,73:
Earnings before income tax 265,80( 29,20: 28,67¢ (111,539 212,13¢
Depreciation and amortization expen 82,15¢ 3,591 14,14 15,45¢ 115,34¢
Income from equity investet — — 5,50¢ 7,74C 13,24¢
March 31, 200:
Total net revenue $1,250,47.  $107,34¢ $260,01: $ (29,287 $1,588,55:
Earnings before income tax 210,74¢ 26,09t 30,08¢ (108,50 158,42
Depreciation and amortization expen 71,33t 2,89z 12,64: 13,40: 100,27:
Income from equity investet — 6,752 6,30¢ 13,05¢

(D Unallocated corporate includes general and admirige expenses, certain depreciation expensesgieral and administrative related
assets, as well as amounts included in “Interesstodimer income, net” and “Gain on sale of investthen the accompanying consolidated
statements of earnings.

The tables below represent information by geog@ptea (n thousands:

13 Weeks Ended 26 Weeks Ended
March 30, March 31, March 30, March 31,
2003 2002 2003 2002

Net revenues from external custome
United State! $818,34¢ $678,39: $1,679,96I $1,374,74.
Foreign countrie 135,85 104,82- 277,76t 213,81:
Total $954,20¢ $783,21" $1,957,73: $1,588,55:;

| | | |

Revenues from foreign countries are based on tbgrgphic location of the customers and consist anilgnof retail revenues from the Unit
Kingdom and Canada, which together account for@pprately 76% of these revenues, as well as sgge@venues generated from product
sales to international licensees. No customer adedar 10% or more of the Company’s revenues.

Note 12 — Subsequent Event

On April 16, 2003, the Company entered into an egeent to acquire Seattle Coffee Company, whichuites the Seattle’s Best Cofféand
Torrefazione Italic® Coffee brands, from AFC Enterprises, Inc. The $7gilllon, all-cash transaction to purchase the outstanding stic



Seattle Coffee Company is expected to close duhegcompany’s fiscal fourth quarter, subject taaiarconditions and standard regulatory
review. The Company expects to incur certain systand other integration costs related to the pgnaaguisition.
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

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

Certain statements herein, including anticipatedrpany-operated and international store openinganped capital expenditures, and
expected cash requirements and other trends ixpe&ations regarding Starbucks Corporation’s opienras and financial results, constitute
“forward-looking statements” within the meaningtbg Private Securities Litigation Reform Act of 398uch statements are based on
currently available operating, financial and comitige information and are subject to various rigksd uncertainties. Actual future results
and trends may differ materially depending on aetsrrof factors, including, but not limited to, fad and other raw materials prices and
availability, successful execution of internal penhance and expansion plans, the effect of slowinited States and international econom
economic ramifications of the war in the Middle Easy incidents of terrorism, or other internatarevents or developments, the impact of
competition, the effect of legal proceedings, attorisks detailed herein and in Starbucks Corpioras other filings with the Securities a
Exchange Commissio

A forward-looking statement is neither a prediction nor aantee of future events or circumstances, andetfioisire events or
circumstances may not occur. Users should not plexckie reliance on the forward-looking statementsich speak only as of the date of this
Report. The Company is under no obligation, to tpaa alter any forwar-looking statements, whether as a result of nearimétion, future
events or otherwise.

General

Starbucks Corporation’s fiscal year ends on thed8yrmlosest to September 30. Fiscal year 2002 Rade®ks. The fiscal year ending on
September 28, 2003, will also include 52 weeks. fidual year ending on September 27, 2004, willude 53 weeks.

Starbucks Corporation (together with its subsiésri'Starbucks” or the “Company”) is organized iataumber of business units, which
correspond to the Company’s operating segmentsriRes from these segments include both sales féliated customers and sales
between segments, which are accounted for on a bassistent with sales to unaffiliated custom8egment information has been prepared
using a management approach that is consistentigtbasis and manner in which the Company’s manageinternally reviews financial
information for operational decision making purpaddowever, intersegment revenues, consisting piliyraf product sales to and from
subsidiaries and equity method investees, and aitemsegment transactions have been eliminateMé&ragement’s Discussion & Analysis
to comply with accounting principles generally guteel in the United States of America.

Investment Accounting Chan

In March 2003, Starbucks announced plans to acd@sitieensed operations in Austria and Switzerlfmodh its business partner, Bon appétit
Group. This acquisition, which is expected to bmpteted in the Company’s fiscal third quarter, @ expected to significantly impact the
Company’s fiscal 2003 financial results.

Due to the Company’s recent ability to exert sigiaifit influence over operating and financial p@gimanagement determined that a change
in accounting method, from the cost method to tingtg method, was required. Accounting PrinciplemBl (“APB”) Opinion No. 18, “The
Equity Method of Accounting for Investments in CommiStock,” requires prior period information toddjusted for the retroactive
application of the equity method for the Comparfy8s5% share of net losses.
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As shown in the table below, the change to thetgemethod resulted in a $1.6 million reduction et parnings for the 13 weeks ended
December 29, 2002, and reductions of net earnimgthé effects of the accounting change priorgodi 2003 of $2.3 million and $0.8 millit
for the 52 weeks ended September 29, 2002 andr8kete30, 2001, respectivelyn(thousands, except earnings per share):

13 weeks ended 52 weeks ended 52 weeks ended
December 29, September 29, September 30,
2002 2002 2001
Net earnings, previously report $79,97: $215,07. $181,21(
Effect of change to equity meth: (1,567 (2,279 (789
Net earnings, as restat $78,40¢ $212,79¢ $180,42¢
| | |
Net earnings per common sh~ basic:
Previously reporte $ 0.21 $ 0.5¢ $ 0.4¢
| |
As restate( $ 0.21 $ 05¢ $ 0.4¢
| |
Net earnings per common sh diluted:
Previously reporte $ 0.2C $ 0.5¢ $ 0.4¢
| |
As restate( $ 0.2C $ 0.5¢ $ 0.4¢
| | |

The following table summarizes the effects of timestment accounting change on net earnings anthgarmer share for the periods
indicated (in thousands, except earnings per share)

13 weeks ended 26 weeks ended
December 30, March 31, June 30, September 29, March 31,
2001 2002 2002 2002 2002
Net earnings, previously report $68,35¢ $32,07° $56,17¢ $58,46" $100,43:
Effect of change to equity meth: (63%) (354)  (50€) (779 (989
Net earnings, as restat $67,72( $31,72% $55,66¢ $57,68¢ $ 99,44:
| | | | |
Net earnings per common sh~ basic:

Previously reporte $ 0.1¢ $ 0.0¢ $ 0.14 $ 0.1t $ 0.2¢
| I | | |
As restate( $ 0.1¢ $ 0.0t $ 0.1« $ 0.1t $ 0.2¢
I | | |

Net earnings per common sh diluted:
Previously reporte $ 0.17 $ 0.0t $ 0.1« $ 0.1t $ 0.2¢
| I | | |
As restate( $ 0.17 $ 0.0t $ 0.14 $ 0.1¢ $ 0.2F
| I | | |

Results of Operations for the 13 Weeks Ended MarcB0, 2003, and March 31, 2002
CONSOLIDATED RESULTS

Net revenues for the 13 weeks ended March 30, 200 ased 21.8% to $954.2 million from $783.2 imillfor the corresponding period
fiscal 2002. During the 13-week period ended M&@h2003, Starbucks derived approximately 85% ofeeenues from its Company-
operated retail stores. Retail revenues includéiNamerican Retail and international retail busganits. The remaining 15% of net rever
was derived from the Company’s non-retail busingsts, including Business Alliances, internatiorethil store licensing, grocery channel
licensing, warehouse club accounts, interactiveatfzns, equity investees and other initiativeated to the Company’s core businesses
(collectively known as “Specialty Operations”).

Cost of sales and related occupancy costs wer&#af het revenues for the second quarter of fig0@B as compared to 40.9% for the
corresponding period in fiscal 2002. The increaas primarily due to higher green coffee and distidn costs, partially offset by lower da
expenses



Store operating expenses as a percentage ofretaitues increased to 41.0% for the 13 weeks evdech 30, 2003, from 40.8% for the
corresponding period in fiscal 2002. The increaas primarily due to increased marketing expenditusad to a lesser extent, maintenance
costs for store equipment for the Company’s Nonthefican retail operations. Partially offsettinggbéncreases were lower provisions for
asset impairment and store remodels for internatioperations.
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Other operating expenses (expenses associatetheitbompany’s Specialty Operations) increased 129%®f specialty revenues for the
13 weeks ended March 30, 2003, compared to 28.2%héacorresponding period in fiscal 2002. The éase was primarily due to a

$2.0 million provision associated with dissolvitgtCompany’s licensed Israel operations and highagroll-related expenditures for non-
retail channels.

Depreciation and amortization expenses increas888® million for the 13 weeks ended March 30,20bm $50.0 million in the
corresponding period in fiscal 2002 due to the apgof additional North American and internatio@mpany-operated retail stores.

General and administrative expenses decrease®t8 $4llion for the 13 weeks ended March 30, 2G6@n $67.3 million in the same peri
in fiscal 2002, primarily due to the $18.0 millicharge for the litigation settlement of two Calif@ class action lawsuits recorded last year.
Excluding the litigation charge, general and adstrative expenses increased slightly over the coatype period in fiscal 2002 due to higher
payroll-related expenditures.

Income from equity investees was $6.6 million fog L3 weeks ended March 30, 2003, compared torfiiflidn in the corresponding period

of fiscal 2002. The decrease was primarily dueugiggned negative comparable store sales growthrsely affecting the net earnings of
Starbucks Coffee Japan, Ltd. This was partiallgetfby both The North American Coffee Partnershigh the Starbucks Ice Cream
Partnership, which continued to experience imprquaditability from extensions of their product éig, as well as cost of sales improvements
attributable to lower direct costs and manufacwgfficiencies.

Operating income increased to $85.5 million for 1#Beweeks ended March 30, 2003, from $48.4 milirothe corresponding period in fiscal
2002, primarily due to revenue growth as discusderye and the impact of the $18.0 million litigatgettlement charge recorded in the prior
year. The operating margin increased to 9.0% af ot revenues in the 13 weeks ended March 3@, 2@0npared to 6.2% in the sa

period in fiscal 2002, primarily due to the impatthe $18.0 million litigation settlement charge.

Interest and Other Income, Net

Net interest and other income decreased to $1lmduring the 13 weeks ended March 30, 2003, f@1 million in the same period
fiscal 2002, primarily due to higher foreign excbarosses realized on transactions based in cueseather than the United States dollar.

Income Taxes

The effective tax rate for the 13 weeks ended M&@H003, was 40.0%, compared to 37.3% in theesponding period of fiscal 2002, as a
result of a shift in the composition of the Comparpre-tax earnings in fiscal 2003. Operations Hasdhe United States were more
profitable than expected, and international openati which are in various phases of developmenigged greater non-deductible losses
than anticipated. The year-to-date effective tde veas 38.5%, and management expects it to be 3®b8te remainder of fiscal 2003.
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SEGMENT RESULTS

The table below presents total net revenues anchitipg income by operating segment, net of intarssg eliminations {n thousands:

North All other
American Business business Unallocated
13 Weeks Ended Retail Alliances units corporate @ Total

March 30, 200:

Total net revenued) $741,55. $71,29¢ $141,35¢ $  — $954,20¢
Operating incom: 115,89° 13,50: 12,67¢ (56,557) 85,52t
March 31, 200:

Total net revenued) $616,61¢ $53,37¢ $113,22 $ — $783,21°
Operating incom 99,81: 11,42¢ 12,98¢ (75,799 48,42¢

(1) Included in all other business units are reverfioethe Company’s international retail businest ah$67,765 and $47,644 for the
13 weeks ended March 30, 2003 and March 31, 2@8pectively. Revenues for both North American Retad international retail are
reflected in “Retail” revenues, and all other reves are included in “Specialty” revenues on th@agianying consolidated statements
of earnings

(@ Unallocated corporate includes general and aditntive expenses and certain depreciation exp@msgeneral and administrative
related asset:

North American Reta

North American Retail sells coffee and other begesawhole bean coffees, complementary food, cdiffe&ing equipment and merchanc
through Companyperated retail stores in the United States and@arNorth American Retail revenues increased 2% $illion, or 20.3%
to $741.6 million for the 13 weeks ended MarchZm3, from $616.6 million for the correspondingipdrof fiscal 2002, primarily due to tl
opening of new retail stores and an increase inpesable store sales of 7% for the period. The as®én comparable store sales was
primarily due to higher transaction volume. Managatrbelieves increased customer traffic continadsetdriven by customer satisfaction,
new product innovation and expansion of the Comjisacgpacity to satisfy customer demand through eoéd technology, training and
execution at retail stores.

Operating income for North American Retall increh$é.1% to $115.9 million for the 13 weeks endedd1&880, 2003, from $99.8 million in
the corresponding period in fiscal 2002. The Neéwtherican Retail operating margin decreased to 156%lated revenues from 16.2% in
the prior year, primarily due to higher marketingpenditures.

Business Alliance

Business Alliances sells whole bean and grounceesffo foodservice accounts. In addition, BusiAdigsnces sells coffee and related
products for resale through North American retaites licensing agreements and receives licenseafegsoyalties. Business Alliances
revenues increased by $17.9 million, or 33.6%,71b.% million for the 13 weeks ended March 30, 20681 $53.4 million in the
corresponding period in fiscal 2002, primarily daghe opening of new licensed stores and the tieguihcrease in royalty revenues from i
product sales to those licensees.

Operating income for Business Alliances increase$2% to $13.5 million for the 13 weeks ended ¢ha80, 2003, from $11.4 million in
the corresponding period in fiscal 2002. The sedm@perating margin decreased to 18.9% of reledgdnues from 21.4% in the prior year
due to a shift in sales mix to lower margin nonfeefproducts and due to higher green coffee costs.
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All other business units (including internationatail, net of related intersegment eliminatio

The remainder of the Company’s business units declaternational retail (comprised of internatioBaimpany-operated retail stores),
international retail store licensing, grocery charitensing, warehouse club accounts, interadiperations, equity investees and other
initiatives related to the Company’s core busingsBevenues for all other business units increbge&28.2 million, or 24.8%, to

$141.4 million for the 13 weeks ended March 30,206bm $113.2 million in the corresponding perindiscal 2002. This increase was
mainly related to growth in the number of interoatl licensed and Company-operated retail stores.

Operating income for all other business units desed to $12.7 million for the 13 weeks ended M&@h2003, from $13.0 million in the
corresponding period in fiscal 2002. The segmespiarating margin decreased to 9.0% of related tg&from 11.5% in the prior year,
primarily due to a shift in sales mix to lower miargon-coffee items as well as higher distributzond green coffee costs, partially offset by
increased licensing revenues.

Results of Operations for the 26 Weeks Ended Marc80, 2003, and March 31, 2002
CONSOLIDATED RESULTS

Net revenues for the 26 weeks ended March 30, 200Rased 23.2% to $2.0 billion from $1.6 billifam the corresponding period in fisc
2002. During the 26-week period ended March 3032@8arbucks derived approximately 85% of net reresrfrom its Company-operated
retail stores and 15% from its Specialty Operations

Cost of sales and related occupancy costs wer&#afset revenues for the first 26 weeks of fi@03 and for the corresponding period in
fiscal 2002. Although there was no change as aepéage of net revenues, the Company experiencéehigeen coffee and distribution
costs, which were offset by lower dairy expenses.

Store operating expenses as a percentage ofmretaitues remained constant at 39.5% for the 26 svexetted March 30, 2003, and for the
corresponding period in fiscal 2002. Both the Nd@ktherican and international retail business uniseeienced strong revenue growth and
recorded lower provisions for asset impairment stode remodels in fiscal 2003. The resulting legergained from expenditures being
distributed over an expanded revenue base wasiibadffset by higher advertising expenditures agdipment maintenance costs for North
American Company-operated retail stores.

Other operating expenses (expenses associatetheitbompany’s Specialty Operations) increased 4% f specialty revenues for the

26 weeks ended March 30, 2003, compared to 26.4%docorresponding period in fiscal 2002. The éase is primarily the result of costs
associated with dissolving the Company’s licenseddl operations, as well as higher payroll-rel&guenditures to support the Company’s
expansion of other non-retail channels.

Depreciation and amortization expenses increas&d16.3 million for the 26 weeks ended March 3@2Grom $100.3 million in the
corresponding period in fiscal 2002 primarily doghie opening of an additional 445 North Americad &7 international Company-operated
retail stores in the last 12 months.

General and administrative expenses decrease®fobtnillion for the 26 weeks ended March 30, 2G683n $108.4 million in the same
period in fiscal 2002, which included an $18.0 rillcharge for the litigation settlement of two Bahia class action lawsuits. Excluding 1
litigation charge, general and administrative exggsrnincreased slightly over the comparable peridid¢al 2002 due to higher payroll-related
expenditures.

Income from equity investees was $13.2 milliontfer 26 weeks ended March 30, 2003, compared td $idllion in the corresponding

period of fiscal 2002. The increase was primarilg do both The North American Coffee Partnershighthe Starbucks Ice Cream Partners
which continued to experience improved profitapiftom extensions of their product lines, as wslkast of sales improvements attributable
to lower direct costs and manufacturing efficiesciEhese increases were partially offset by susthiregative comparable store sales growth
adversely affecting the net earnings of Starbuaki$e@ Japan, Ltd.
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Operating income increased to $206.4 million far 26 weeks ended March 30, 2003, from $140.4 milliothe corresponding period in
fiscal 2002, primarily due to revenue growth asdssed above and the impact of the $18.0 millidgeliion settlement charge recorded in
prior year. The operating margin increased to 1005%tal net revenues in the 26 weeks ended Ma@;t2003, compared to 8.8% in the
same period in fiscal 2002, primarily due to theaut of the 18.0 million litigation settlement char

Interest and Other Income, Net

Net interest and other income, which primarily detssof investment income, increased to $5.7 mlliothe first 26 weeks of fiscal 20C
from $4.6 million in the same period of fiscal 208figher interest income generated from increasath,ccash equivalents and short-term
investments was partially offset by lower gaindizea on sales of the Company’s available-for-saleurities.

Gain on Sale of Investment

A one-time gain on the sale of the Company’s inwestt in Starbucks Coffee Japan, Ltd. of $13.4 amillivas recorded in the first quarter of
fiscal 2002. There was no similar transaction & 26-week period ended March 30, 2003.

Income Taxes

The Company'’s effective tax rate for the 26 weeakdeel March 30, 2003, was 38.5% compared to 37.2%eicorresponding period of fiscal
2002 as a result of a shift in the compositionhaf Company’s pre-tax earnings in fiscal 2003. Oyara based in the United States were
more profitable than expected, and internationakafons, which are in various phases of developngemerated greater non-deductible
losses than anticipated. Management expects thetiw# tax rate to be 38.5% for the remainder sfdi 2003.

SEGMENT RESULTS

The table below presents total net revenues anchitipg income by operating segment, net of intarssg eliminations {n thousands:

North All other
American Business business Unallocated
26 Weeks Ended Retail Alliances units corporate @ Total

March 30, 200:

Total net revenued) $1,523,73! $142,92:  $291,07. $ — $1,957,73;
Operating incom 265,80( 29,20: 27,55: (116,15() 206,40:
March 31, 200:

Total net revenued) $1,250,47: $107,34¢  $230,73( $ — $1,588,55:

Operating incomi 210,74¢ 26,09¢ 29,80¢ (126,21() 140,43t

(1) Included in all other business units are reverfioethe Company’s international retail businesg ah$135,064 and $96,054 for the 26
weeks ended March 30, 2003 and March 31, 2002ectisply. Revenues for both North American Retad international retail are
reflected in “Retail” revenues, and all other reves are included in “Specialty” revenues on th@agianying consolidated statements
of earnings

(?  Unallocated corporate includes general and adwnaitive expenses and certain depreciation exp@msgeneral and administrative
related asset:

North American Reta

North American Retail sells coffee and other begesawhole bean coffees, complementary food, cdiffe&ing equipment and merchanc
through Company-operated retail stores in the driates and Canada. North American Retail reveimgesased by $273.3 million, or
21.9% to $1.5 billion for the 26 weeks ended M&B6h2003, from $1.3 billion for the correspondiregipd of fiscal 2002, due to the opening
of new retail stores and an increase in comparstble sales of 8% for the period. The increas@mparable store sales was primarily due to
higher transaction volume. Management believesasad customer traffic continues to be driven Isgaruer satisfaction, new product
innovation and expansion of the Company’s capdoisatisfy customer demand through enhanced tesfpoiraining and execution at retail
stores.
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Operating income for North American Retall increhbg 26.1% to $265.8 million for the 26 weeks enttdch 30, 2003, from

$210.7 million in the corresponding period in fise802. The North American Retail operating marigicreased to 17.4% of related revenues
from 16.9% in the prior year, primarily due to stgorevenue growth as discussed above and theingsldterage gained from expenditures
being distributed over an expanded revenue basgalBaoffsetting these favorable items was in@eé advertising expenditures for North
American Company-operated retail stores.

Business Alliance

Business Alliances sells whole bean and grounceesffo foodservice accounts. In addition, BusiAdigsnces sells coffee and related
products for resale through North American retaite licensing agreements and receives licenseafegsoyalties. Business Alliances
revenues increased by $35.6 million, or 33.1%,1142%9 million for the 26 weeks ended March 30, 2063n $107.3 million in the
corresponding period in fiscal 2002, primarily daghe opening of new licensed stores and the tieguihcrease in royalty revenues from i
product sales to those licensees.

Operating income for Business Alliances increaseih9% to $29.2 million for the 26 weeks ended &faB0, 2003, from $26.1 million in
the corresponding period in fiscal 2002. The sedm@perating margin decreased to 20.4% of reledgdnues from 24.3% in the prior year
due to a shift in sales mix to lower margin nonfeefproducts and higher green coffee costs.

All other business units (including internationatail, net of related intersegment eliminatio

The remainder of the Company’s business units delaternational retail (comprised of internatioBaimpany-operated retail stores),
international retail store licensing, grocery charitensing, warehouse club accounts, interaciperations, equity investees and other
initiatives related to the Company’s core busingsRevenues for all other business units increbge60.3 million, or 26.2%, to

$291.1 million for the 26 weeks ended March 30,20fbm $230.7 million in the corresponding perindiscal 2002. This increase was
mainly related to growth in the number of interoatl licensed and Company-operated retail stores.

Operating income for all other business units desed to $27.6 million for the 26 weeks ended M&@h2003, from $29.8 million in the
corresponding period in fiscal 2002. The segmespisrating margin decreased to 9.5% of related re&from 12.9% in the prior year,
primarily due to a shift in sales mix to lower miargon-coffee items as well as higher green coffie@ distribution costs, partially offset by
increased licensing revenues.

17




Table of Contents
Store Data

The following table summarizes the Company’s systefa retail store information as of and for thev2éek periods ended:

March 30, 2003 March 31, 2002

Stores Net Stores Stores Net Stores

Open Added Open Added

Continental North Americe
Compan-operated Store 3,72: 227 3,27¢ 307
Licensed Store 1,22¢ 151 962 152

4,952 37¢ 4,24( 46(

International:
Compan-operated Store 417 33 35C 55
Licensed Store 1,08¢ 161 77¢€ 144

1,50¢ 194 1,12¢ 19¢
Total Stores 6,45¢ 572 5,36¢ 65¢

For the 52 weeks ending September 28, 2003, Stieslmuarently expects to open approximately 1,200 s@res; including approximately
525 Company-operated and 275 licensed stores ithManerica, and approximately 75 Company-operateti3®25 licensed stores,
internationally.

Liquidity and Capital Resources

Cash and cash equivalents increased by $150.omftir the 26 weeks ended March 30, 2003, to $250llbn. The Company ended the
period with $506.4 million in total cash and casfigalents and short-term investments. Working tedais of March 30, 2003, totaled
$413.5 million compared to $250.0 million as of laB1, 2002. The Company intends to use its availedsh resources to invest in its core
businesses and other new business opportunite®deio its core businesses, such as the acquaisitiSeattle Coffee Company (See
“Subsequent Event”). Depending on market conditi®tarbucks may acquire additional shares of itsmon stock pursuant to its stock
repurchase programs.

Cash provided by operating activities totaled $338illion for the first 26 weeks of fiscal 2003 stating primarily from net earnings of
$130.5 million and non-cash items of $143.8 millidhe decrease in inventory following the holidagson provided $60.7 million, and the
increase in deferred revenue due to the growtharb8cks card balances not yet redeemed provided $2illion. The changes in accounts
payable and accrued taxes, resulting from diffegenia the timing of purchases and payments, us8@$iillion. The change in other accri
expenses in the prior year included the $18.0 amillitigation settlement charge.

Cash used by investing activities for the firstv@&eks of fiscal 2003 totaled $210.5 million. Thisluded capital additions to property, plant
and equipment of $182.0 million related to oper26@ new Compangperated retail stores and remodeling certainiegistores, acquiring
corporate aircraft and the construction of the Canyfs roasting and distribution facility in Nevadane net activity in the Company’s
portfolio of available-for-sale securities duringet26-week period used $25.6 million.

Cash provided by financing activities for the fie& weeks of fiscal 2003 totaled $21.6 million. Ehercise of stock options and sale of stock
under the Company’s employee stock purchase plavidad $47.7 million. During the period, the Compaepurchased 1.5 million shares of
its common stock at an average price of $20.63pare in accordance with a repurchase program i@zgddn June 2002, using $30.1

million of cash. These repurchases were effectamlifh Morgan Stanley & Co. Incorporated. There vagmgroximately 6.4 million addition
shares authorized for repurchase under the Juriz@0@ram as of March 30, 2003. In March 2003,Gbenpany announced an additional
share repurchase program to acquire up to 10.@m#hares of the Company’s common stock. Shangrchpses are at the discretion of
management and depend on market conditions, capgairements and such other factors as the Compayconsider relevant.

Cash requirements for the remainder of fiscal 2083r than normal operating expenses, are expexiazhsist primarily of capital
expenditures related to the addition of new Compapgrated retail stores. The Company also anticggatrring additional expenditures
remodeling certain existing stores and enhancegrivduction capacity and information systems. Mangent expects capital expenditures
for the remainder of fiscal 2003 to be in the ran§$220 million to $240 million.
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Management believes that existing cash and invegsmpdus cash generated from operations will bécseilt to finance capital requirements
for its existing core businesses through fiscal@3 well as $72.0 million for the acquisitionS#attle Coffee Company (See “Subsequent
Event”).

Guarantees of Indebtedness of Others

In November, 2002, the Financial Accounting Stadddoard (“FASB”) issued FASB Interpretation No.(@BIN No. 45”), “Guarantor’s
Accounting and Disclosure Requirements for Guaemticluding Indirect Guarantees of Indebtedné&tloers,” which elaborates on
existing disclosure of most guarantees, and aotarifithen a company must recognize an initial lighibr the fair value of obligations it
assumes under guarantee agreements. The init@nigion and measurement provisions apply on apectsve basis to guarantees issued or
modified after December 31, 2002. The Company atbptN No. 45 on September 30, 2002.

The Company has unconditionally guaranteed theyrepat of certain yen denominated bank loans arade@linterest and fees of an
unconsolidated equity investee, Starbucks Coffparda_td. The guarantees continue until the loemtdiiding accrued interest and fees, have
been paid in full. The maximum amount is limitedfie sum of unpaid principal and interest amowagsyell as other related expenses. These
amounts will vary based on fluctuations in the f@eign exchange rate. As of March 30, 2003, th&imam amount of the guarantees was
approximately $11.6 million.

Coffee Prices, Availability and General Risk Condiions

The supply and price of coffee are subject to iggmt volatility. Although most coffee trades metcommodity market, coffee of the quality
sought by the Company tends to trade on a negotistsis at a substantial premium above commodifgeprices, 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 comityoprices of green coffee through
agreements establishing export quotas or restyictirfifee supplies worldwide. The Compasigbility to raise sales prices in response tog
coffee prices may be limited and the Company’sitability could be adversely affected if coffeeqas were to rise substantially.

The Company enters into fixed-price purchase comenrits in order to secure an adequate supply oftggaéen coffee and bring greater
certainty to the cost of sales in future periods.oAMarch 30, 2003, the Company had approxim&286.0 million in fixed-price purchase
commitments which, together with existing inventdsyexpected to provide an adequate supply ofrgceffee through 2003. The Company
believes, based on relationships established wtgtbuippliers in the past, that the risk of nonsaly on such purchase commitments is low.

In addition to fluctuating coffee prices, managetrgiieves that the Company’s future results ofrafdens and earnings could be
significantly impacted by other factors such aseéased competition within the specialty coffee stdy fluctuating dairy prices, the
Company’s ability to find optimal store locationsfavorable lease rates, increased costs assoeid@tedpening and operating retail stores in
new markets and the Company’s continued abilitigite, train and retain qualified personnel.

Seasonality and Quarterly Results

The Company’s business is subject to seasonalitions. Significant portions of the Company’s mtenues and profits are realized during
the first quarter of the Company’s fiscal year, ethincludes the December holiday season. In addlitjoarterly results are affected by the
timing of the opening of new stores, and the Comgjsarapid growth may conceal the impact of othexrsemal influences. Because of the
seasonality of the Company’s business, resultarigrquarter are not necessarily indicative of gselts that may be achieved for the full
fiscal year.
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Recently Issued Accounting Pronouncements

Starbucks adopted Statement of Financial AccourStagdard (“SFAS’) No. 142, “Goodwill and Otherdngible Assets,” on September 30,
2002. As a result, the Company discontinued anatditia of its goodwill and indefinite-lived traderkarand determined that provisions for
impairment were unnecessary. Impairment testshsilberformed on an annual basis and more frequiéfidlgts and circumstances indicate
goodwill carrying values exceed estimated reporting fair values and if indefinite useful liveseano longer appropriate for the Company’s
trademarks. Had the nonamortization provision oASHo. 142 been applied to fiscal 2002, as restatetdearnings for the 13-week and 26-
week periods ended March 31, 2002, would have B8&r2 million and $100.4 million, respectively, ses restated net earnings of

$31.7 million and $99.4 million, respectively. Basind diluted earnings per share would have rerdainehanged for the 13-week and 26-
week periods ended March 31, 2002. Definite-livadmgibles, which mainly consist of patents andycights, will continue to amortize over
their estimated useful lives.

On December 31, 2002, the FASB issued SFAS No.“B&gounting for Stock-Based Compensation — Tramsiaind Disclosure,” which
amends SFAS No. 123, “Accounting for Stock-Baseth@ensation.” SFAS No. 148 provides alternative meéshof transition for voluntary
change to the fair value method of accounting foclsbased compensation. In addition, SFAS No.re4@ires more prominent disclosures
in both annual and interim financial statementsualioe method of accounting for stock-based em@@mnpensation and the effect of the
method used on reported results. Starbucks eléctearly adopt the annual and interim disclosugeiirements of SFAS No. 148 as of
September 30, 2002.

In January 2003, FASB Interpretation No. 46 (“FIN.M6"), “Consolidation of Variable Interest Engi¢i, an interpretation of Accounting
Research Bulletin No. 51,” was issued. In generakriable interest entity is a corporation, pasthi, trust, or any other legal structure used
for business purposes that either (a) does not &auity investors with voting rights or (b) has #yginvestors that do not provide sufficient
financial resources for the entity to support ttvdties. FIN No. 46 requires a variable interestity to be consolidated by a company if that
company is subject to a majority of the risk ofsifiom the variable interest entity’s activitiesi@entitled to receive a majority of the entity’s
residual returns or both. The adoption of thishmtetation will not have a material impact on then@anys consolidated financial position
disclosures.

In April 2003, SFAS No. 149, “Amendment of Statem&83 on Derivative Instruments and Hedging Acitégt” was issued. In general, this
statement amends and clarifies accounting for dévie instruments, including certain derivativetinments embedded in other contracts,
for hedging activities under SFAS No. 133. Thigestzent is effective for contracts entered into odified after June 30, 2003, and for
hedging relationships designated after June 3(.2D®e adoption of SFAS No. 149 is not expecteddaee a material impact on the
Company'’s consolidated financial position or disclies.

Subsequent Event

On April 16, 2003, the Company entered into an @gent to acquire Seattle Coffee Company, whichuthes the Seattle’s Best Coffee® and
Torrefazione ltalia® Coffee brands, from AFC Entéses, Inc. The $72.0 million, all-cash transactiopurchase the outstanding stock of
Seattle Coffee Company is expected to close duhegcompany'’s fiscal fourth quarter, subject taaiarconditions and standard regulatory
review. The Company expects to incur certain systanu other integration costs related to the pgnaaguisition.

Item 3. Quantitative and Qualitative Disclosures About MakRisk

There have been no material changes to Item 7Aarriscal 2002 Annual Report to Shareholders omHA®-K for the year ended
September 30, 2002, regarding this matter.
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Item 4. Controls and Procedures

(@) Evaluation of disclosure controls and procedt

Within 90 days prior to the date of the filin§jthis quarterly report on Form 10-Q, the Compaasried out an evaluation, under the
supervision and with the participation of the Comyga management, including the chief executiveceffiand the chief financial

officer, of the effectiveness of the design andrafien of the disclosure controls and procedurssiedined in Rules 13a-14 and 15d-14
under the Securities Exchange Act of 1934 (the Haxge Act”). Based upon that evaluation, the Comizachief executive officer al
chief financial officer concluded that the Compamngtisclosure controls and procedures are effettiemsuring that material
information relating to Starbucks Corporation, udihg its consolidated subsidiaries, required taliselosed by the Company in
reports that it files or submits under the Exchafgeis recorded, processed, summarized and repuiithin the time periods specifit

in the Securities and Exchange Commission’s rutesfarms, including ensuring that such materiabinfation is accumulated and
communicated to the Company’s management, inclugiegcompany’s chief executive officer and chiefficial officer, as
appropriate to allow timely decisions regardinguiegd disclosure

(b) Changes in internal control

There were no significant changes in the Comganternal controls or in other factors that abslgnificantly affect the Company’s
internal controls subsequent to the date of the izamy's evaluation, including any corrective actiangh regard to significant
deficiencies and material weaknes:

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

On June 20, 2001, and July 2, 2001, two classratdiosuits against the Company entitled James €aal, v. Starbucks Corporation and
Olivia Shields, et al. v. Starbucks Corporationevitled in the Superior Courts of California, Alad@eand Los Angeles Counties,
respectively. On April 19, 2002, Starbucks annodrtbat it had reached an agreement to settle batbuits and fully resolve all claims
brought by the plaintiffs without engaging in paatted litigation. Accordingly, in March 2002, Stadis recorded an $18.0 million charge for
the estimated claims to eligible class membersrrays’ fees and costs, and costs of a third-pdaiyns administrator, as well as applicable
employer payroll taxes. On December 17, 2002, ¢hiesnent was approved. As expected, all class mematborneys’ fees and costs, and
costs of the third-party claims administrator hbeen paid as of the second quarter of fiscal 2888ave nearly all claims to eligible class
members along with applicable employer payroll saxéghe Company expects that the few remaining dagmeligible class members, along
with applicable payroll taxes, will be paid in tteérd quarter of fiscal 2003.

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.

Item 4. Submission of Matters to a Vote of Security Holders

At the annual meeting of shareholders of the Cometd on March 25, 2003, the shareholders (i)tetetour Class 1 directors to serve u
the Annual Meeting of Shareholders to be held itye2006, (ii) ratified the Board’s selection of D#te & Touche LLP to serve as
independent auditors for fiscal 2003, (iii) rejeteshareholder proposal to identify and labelcaltl products manufactured or sold by the
Company that may contain genetically modified imtigats, (iv) and rejected a shareholder proposatitpt a policy of expensing all future
stock options issued by the Company in the Compaaghual income statement.
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The table below shows the results of the sharehsilgieting:

Votes in Votes Withheld/ Broker
Favor Votes Against Abstentions Non-Votes
Election of Class 1 Director
Howard P. Beha 344,961,76 N/A 5,282,25: 0
James G. Shennan, 342,685,97 N/A 7,558,04 0
Myron E. Ullman, IlI 344,679,74 N/A 5,564,27! 0
Craig E. Weatheru 342,685,63 N/A 7,558,38: 0
Ratification of independent auditc 335,224,03 12,252,41 2,747,56! 0
Shareholder proposal to identify and label all
food products that may contain genetically
modified ingredient: 14,390,96 233,386,50 10,591,223 91,875,31
Shareholder proposal to adopt a policy of
expensing all future stock options issuec
the Company in the Company’s annual
income statemet 106,004,61 144,338,75 8,025,33. 91,875,31
Item 6. Exhibits and Reports on Form 8-K.
(& Exhibits:
Exhibit
No. Description
99.1 Certification of Principal Executive Officer pursuao 18 U.S.C. Section 1350, as adopted pursoa®écttion 906 of the
Sarbane-Oxley Act of 200z
99.2 Certification of Principal Financial Officer pursutato 18 U.S.C. Section 1350, as adopted pursoea®éttion 906 of the

Sarbane-Oxley Act of 200z

(b) Reports on Form-K :

None.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the Registrant Hgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

STARBUCKS CORPORATIOM

May 12, 2002 By: /s/ MICHAEL CASEY

Michael Casey
executive vice president and chief financial
officer

Signing on behalf of the registrant and as
principal financial officel
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STARBUCKS CORPORATION

CERTIFICATION PURSUANT TO RULE 13a-14 OF THE SECURI TIES EXCHANGE ACT OF 1934
As Adopted Pursuant to Section 302 of the Sarban&3xley Act of 2002

[, Orin C. Smith, certify that:

1. | have reviewed this quarterly report on Forn-Q of Starbucks Corporation (t*Registrar”);

2. Based on my knowledge, this quarterly report dasscontain any untrue statement of a materialdaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3.  Based on my knowledge, the financial statememtd,other financial information included in thisaqierly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
quarterly report

4.  The Registrant’s other certifying officer andré aesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the Registrant and we ha

a) designed such disclosure controls and procedaressure that material information relating to Registrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this
quarterly report is being prepare

b) evaluated the effectiveness of the Registran$slasure controls and procedures as of a daténadth days prior to the filing
date of this quarterly report (t/ Evaluation Dat”); and

c) presented in this quarterly report our conclusiabout the effectiveness of the disclosure cantintl procedures based on our
evaluation as of the Evaluation Da

5.  The Registrant’s other certifying officer andave disclosed, based on our most recent evaluaticghe Registrant’s auditors and the
audit committee of Registre' s board of directors (or persons performing thevadent function):

a) all significant deficiencies in the design or mgi@n of internal controls which could adverseffeat the Registrant’s ability to
record, process, summarize and report financia datl have identified for the Registrant’s audiarg material weaknesses in
internal controls; an

b) any fraud, whether or not material, that involmesnagement or other employees who have a sigmifiote in the Registrant’s
internal controls; an

6. The Registrant’s other certifying officer andaue indicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulginsiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongigant deficiencies and material weaknes

May 12, 2002 /s/ ORIN C. SMITH

Orin C. Smith
president and chief executive offic

24




Table of Contents
STARBUCKS CORPORATION

CERTIFICATION PURSUANT TO RULE 13a-14 OF THE SECURI TIES EXCHANGE ACT OF 1934
As Adopted Pursuant to Section 302 of the Sarban&3xley Act of 2002

I, Michael Casey, certify that:

1. | have reviewed this quarterly report on Forn-Q of Starbucks Corporation (t*Registrar”);

2. Based on my knowledge, this quarterly report dasscontain any untrue statement of a materialdaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3.  Based on my knowledge, the financial statememtd,other financial information included in thisaqierly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
quarterly report

4.  The Registrant’s other certifying officer andré aesponsible for establishing and maintainingldsure controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the Registrant and we ha

a) designed such disclosure controls and procedaressure that material information relating to Registrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this
quarterly report is being prepare

b) evaluated the effectiveness of the Registran$slasure controls and procedures as of a daténadth days prior to the filing
date of this quarterly report (t/ Evaluation Dat”); and

c) presented in this quarterly report our conclusiabout the effectiveness of the disclosure cantintl procedures based on our
evaluation as of the Evaluation Da

5.  The Registrant’s other certifying officer andave disclosed, based on our most recent evaluaticghe Registrant’s auditors and the
audit committee of Registre' s board of directors (or persons performing thevadent function):

a) all significant deficiencies in the design or mgi@n of internal controls which could adverseffeat the Registrant’s ability to
record, process, summarize and report financia datl have identified for the Registrant’s audiarg material weaknesses in
internal controls; an

b) any fraud, whether or not material, that involuesnagement or other employees who have a sigmifiode in the Registrant’s
internal controls; an

6. The Registrant’s other certifying officer andaue indicated in this quarterly report whether ot there were significant changes in
internal controls or in other factors that coulginsiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknes

May 12, 2002 /sl MICHAEL CASEY

Michael Casey
executive vice president and chief financial offi
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INDEX TO EXHIBITS

Exhibit
No. Description of Exhibit
99.1 Certification of Principal Executive Officer pursuao 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 200z
99.2 Certification of Principal Financial Officer pursuao 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 200z
E-1
EXHIBIT 99.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of Startai€lorporation ("Starbucks") on Form 10-Q for theigetended March 30, 2003, as filed
with the Securities and Exchange Commission ord#te thereof (the "Report"), I, Orin C. Smith, pdesit and chief executive officer of
Starbucks hereby certify, pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002, 18.0. Section 1350, that:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgjwAct of 1934, as amended; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of
Starbucks.

May 12, 2003 /sl ORIN C. SMTH

Oin C Smith
president and chi ef executive officer

A signed original of this written statement reqdit®y Section 906 has been provided to and willdtaimed by Starbucks Corporation and
furnished to the Securities and Exchange Commissidts staff upon reques



EXHIBIT 99.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of Startai€lorporation ("Starbucks™) on Form 10-Q for theiggtended March 30, 2003, as filed
with the Securities and Exchange Commission ord#te thereof (the "Report"), I, Michael Casey, exiee vice president and chief financ
officer of Starbucks hereby certify, pursuant tetim 906 of the Sarbanes-Oxley Act of 2002, 18.0.S

Section 1350, that:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgwAct of 1934, as amended; and

(2) the information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
Starbucks.

May 12, 2003 /'s/ M CHAEL CASEY

M chael Casey
executive vice president and chief financial officer

A signed original of this written statement reqdit®y Section 906 has been provided to and willdtaimed by Starbucks Corporation and
furnished to the Securities and Exchange Commigsidts staff upon request.

End of Filing
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