Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended March 31, 2013
OR

O 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 Chagr)

Washington 91-1325671
(State or Other Jurisdiction of (IRS Employer
Incorporation or Organization) Identification No.)

2401 Utah Avenue South, Seattle, Washington 98134

(Address of principal executive offices)

(206) 447-1575

(Registrant’s Telephone Number, including Area Code

Indicate by check mark whether the registranthés filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yé&d No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filer Accelerated filer O

Non-accelerated filer O (Do not check if a smaller reporting company) dBer reporting company O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act):

Yes O No

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.

Title Shares Outstanding as of April 24, 2013
Common Stock, par value $0.001 per share 748.7 million




Table of Contents

STARBUCKS CORPORATION
FORM 10-Q
For the Quarterly Period Ended March 31, 2013
Table of Contents

PART I. FINANCIAL INFORMATION

Item 1 Financial Statements (Unaudited):

Condensed Consolidated Statements of Earnings

Condensed Consolidated Statements of Comprehelmsivene

Condensed Consolidated Balance Sheets

Condensed Consolidated Statements of Cash Flows

Notes to Condensed Consolidated Financial Statement
Item 2 Managemens Discussion and Analysis of Financial Conditiod &esults of Operations
ltem 3 Quantitative and Qualitative Disclosures About MarRisk
ltem 4 Controls and Procedures

PART Il. OTHER INFORMATION

ltem 1 Legal Proceedings
Iltem 1A Risk Factors
Item 2 Unregistered Sales of Equity Securities and Uderoteeds
ltem 6 Exhibits
Signatures

Index to Exhibits

Page

o0 IN o o I 1w 1w

13 1S 1%
© l©o

5 18 =& 18
w IN Ik - 1O




Table of Contents

PART | — FINANCIAL INFORMATION
Iltem 1. Financial Statements

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

Quarter Ended Two Quarters Ended

Mar 31, Apr 1, Mar 31, Apr 1,
2013 2012 2013 2012

Net revenues:

Company-operated stores $ 2,807.0 $ 2521 $ 5797 % 5,253.(
Licensed stores 322.1 290.: 672.2 596.¢
CPG, foodservice and other 426.1 384.2 885.¢ 781.¢
Total net revenues 3,555.¢ 3,195.¢ 7,355. 6,631.¢
Cost of sales including occupancy costs 1,530.¢ 1,411.¢ 3,151.: 2,908.(
Store operating expenses 1,038.¢ 956.£ 2,127.¢ 1,952.;
Other operating expenses 112.1 105.: 244.¢ 212.(C
Depreciation and amortization expenses 153.1 137.1 302.( 271.¢
General and administrative expenses 230.c 206.¢ 462.2 398.¢
Total operating expenses 3,064.: 2,817. 6,287.¢ 5,742
Income from equity investees 52.t 52.2 107.C 97.1
Operating income 544.1 430.2 1,174.¢ 986.4
Interest income and other, net 50.¢ 35.2 48.C 58.t
Interest expense (6.7) (8.9) (22.7) 17.9
Earnings before income taxes 588.¢ 456.¢ 1,209.¢ 1,027t
Income taxes 198.1 146.¢ 386.¢ 335.2
Net earnings including noncontrolling interests 390.7 310.1 823.1 692.:
Net earnings attributable to noncontrolling intéses 0.3 0.2 0.€ 0.4
Net earnings attributable to Starbucks $ 390« % 309.¢ $ 822t % 691.¢
Earnings per share - basic $ 05z $ 041 $ 1.1C $ 0.92
Earnings per share - diluted $ 051 $ 04C $ 1.0¢ $ 0.9C
Weighted average shares outstanding:
Basic 749.1 754.€ 747.€ 751.:
Diluted 761.c 773.C 761.5 770.¢
Cash dividends declared per share $ 021 $ 017 $ 04z $ 0.3¢

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

Quarter Ended Two Quarters Ended

Net earnings including noncontrolling interests $ 390.7 $ 3101 $ 823.1 $ 692.:
Other comprehensive loss, net of tax:
Unrealized holding gains (losses) 3.5 (8.6) 3.7 (9.3
Reclassification adjustment for net losses realingtet earnings for
cash flow hedges 9.k 1.8 14.7 3.€
Translation adjustment (42.2) 6.4 (51.0 0.€
Other comprehensive loss (29.2) (0.9 (40.0 (4.€)
Comprehensive income including noncontrolling iatts 361.t 309.7 783.1 687.1
Comprehensive income attributable to noncontroliimtgrests 0.2 0.2 0.€ 0.4
Comprehensive income attributable to Starbucks $ 361 § 309 § 7825 § 687.:

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

(unaudited)
2013 2012
ASSETS

Current assets:
Cash and cash equivalents $ 1,223.: $ 1,188.¢
Short-term investments 474.% 848.¢
Accounts receivable, net 520.( 485.¢
Inventories 1,124 1,241t
Prepaid expenses and other current assets 256.7 196.t
Deferred income taxes, net 211 238.7
Total current assets 3,810.: 4,199.¢
Long-term investments 44 £ 116.(
Equity and cost investments 424.: 459.¢
Property, plant and equipment, net 2,845.: 2,658.¢
Other assets 514.¢ 385.7
Goodwill 863.¢ 399.]
TOTAL ASSETS $ 8,502.¢ $ 8,219.:

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable $ 355.7 % 398.1
Accrued liabilities 1,075. 1,133.¢
Insurance reserves 170.% 167.%
Deferred revenue 667.¢ 510.2
Total current liabilities 2,269. 2,209.¢
Long-term debt 549.¢ 549.¢
Other long-term liabilities 356.( 345.c
Total liabilities 3,175.: 3,104.°

Shareholders’ equity:
Common stock ($0.001 par value) — authorized, 126bares; issued and outstanding, 748.3 sh

and 749.3 shares (includes 3.4 common stock unitspeas/ely 0.7 0.7
Additional paid-in capital 39.4 39.4
Retained earnings 5,298.¢ 5,046.:
Accumulated other comprehensive income (loss) (7.9 22,7
Total shareholders’ equity 5,321 5,109.(
Noncontrolling interests 6.1 5.k
Total equity 5,327t 5,114

TOTAL LIABILITIES AND EQUITY $ 8,502.¢ $ 8,219.:

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

Two Quarters Ended

Mar 31, Apr 1,
2013 2012
OPERATING ACTIVITIES:
Net earnings including noncontrolling interests $ 823.1 $ 692.<
Adjustments to reconcile net earnings to net cashiged by operating activities:
Depreciation and amortization 318.1 287.¢
Deferred income taxes, net (6.9 44.¢
Income earned from equity method investees, ndistfibutions (15.9 (18.2)
Gain resulting from sale of equity in joint venture (35.2) —
Stock-based compensation 70.€ 76.C
Other 11.2 (0.9
Cash provided/(used) by changes in operating aaadtfabilities:
Accounts receivable (25.2) (46.0
Inventories 138.¢ (236.5)
Accounts payable (37.2) (159.9)
Accrued liabilities and insurance reserves (36.9) (34.2
Deferred revenue 154.( 81.€
Prepaid expenses, other current assets and odeds as 13.¢ (111.9
Net cash provided by operating activities 1,372t 575.¢
INVESTING ACTIVITIES:
Purchase of investments (119.9) (1,240.9
Sales, maturities and calls of investments 569.¢ 1,306.¢
Acquisitions, net of cash acquired (568.¢) (29.7)
Additions to property, plant and equipment (484.9 (313.9
Other (9.3 (9.5
Net cash used by investing activities (613.0 (287.0)
FINANCING ACTIVITIES:
Proceeds from issuance of common stock 141.( 178.1
Excess tax benefit from exercise of stock options 193.2 135.2
Principal payments on long-term debt (35.9 —
Cash dividends paid (313.5) (255.0)
Repurchase of common stock (588.)) (15.9)
Minimum tax withholdings on share-based awards (119.9) (54.9)
Other 4.C (0.2
Net cash used by financing activities (718.5) (1.9
Effect of exchange rate changes on cash and casbagmnts (6.9 7.4
Net increase in cash and cash equivalents 34.¢ 284.1
CASH AND CASH EQUIVALENTS:
Beginning of period 1,188.¢ 1,148.:
End of period $ 1,223 % 1,432..
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for:
Interest, net of capitalized interest $ 172  $ 17.2
Income taxes $ 238.1 % 271.%

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

Note 1: Summary of Significant Accounting Policie
Financial Statement Preparatic

The unaudited condensed consolidated financiadrsiants as of March 31, 2013 , and for the quaneénao quarters ended March 31, 2013
and April 1, 2012 , have been prepared by StarbGckporation under the rules and regulations ofSbeurities and Exchange Commission
(“SEC"). In the opinion of management, the finahaidormation for the quarter and two quarters ehtitarch 31, 2013 and April 1, 2012
reflects all adjustments and accruals, which ar@ mdrmal recurring nature, necessary for a fas@ntation of the financial position, results of
operations and cash flows for the interim periddshis Quarterly Report on Form 10-Q (“10-Q”) Stacks Corporation is referred to as
“Starbucks,” the “Company,” “we,” “us” or “our.”

The financial information as of September 30, 2i31&@erived from our audited consolidated finanstakements and notes for the fiscal year
ended September 30, 2012 (“fiscal 2012 ") incluteldem 8 in the Fiscal 2012 Annual Report on FAAK (the “10-K”). The information
included in this 10-Q should be read in conjunctidth the footnotes and management’s discussioreaaty/sis of the financial statements in
the 10-K. Effective at the beginning of the fisgahr ending September 29, 2013 (“fiscal 2013")deeentralized certain leadership functions.
General and administrative expenses and depratiatid amortization expenses associated with thessiéns, which were previously
reported as unallocated corporate expenses widtiner," are now reported within the respective regide operating segments to align with
the regions which they support. On January 29, 2@&Jiled a Current Report on FormkBto recast operating results for all periods ceder
the 10-K to reflect this change. See further distrsand the impact of these changes in Note 1hi®fl0-Q.

Beginning in the second quarter of fiscal 2013 raraoved unallocated corporate expenses from Othauri segment reporting. Other is now
referred to as All Other Segments and includes draySeattle's Best Coffee, Evolution Fresh anad Tetail, as well as our Digital Ventures
business. Unallocated corporate expenses are megoaciling item between our segment results amatonsolidated results, which are
unchanged. Our historical segment financial infdiomahas been revised to be consistent with theeatiperiod presentation.

The results of operations for the quarter and tuartgrs ended March 31, 2013 are not necessadiiyative of the results of operations that
may be achieved for the entire fiscal 2013.

Recent Accounting Pronounceme

In February 2013, the FASB issued guidance thas additional disclosure requirements for itemsagsified out of accumulated other
comprehensive income. This guidance requires tha&adiure of significant amounts reclassified fraaorecomponent of accumulated other
comprehensive income and the income statemenitéimes affected by the reclassification. The guidewidl become effective for us at the
beginning of our first quarter of fiscal 2014. Tédoption of this guidance will result in the disalioe of reclassifications from accumulated
other comprehensive income by component in thedlmtaded statements of comprehensive income.

In January 2013, the FASB issued guidance clagfyime scope of disclosure requirements for offsgtéissets and liabilities. The amended
guidance limits the scope of balance sheet offggttisclosures to derivatives, repurchase agreespamd securities lending transactions to the
extent that they are offset in the financial staata or subject to an enforceable master nettirsgmgement or similar agreement. The guidanc
will become effective for us at the beginning of €tst quarter of fiscal 2014. The adoption ofstiiew guidance will not have a material
impact on our financial statements.

In July 2012, the FASB issued guidance that revisesequirements around how entities test indefilived intangible assets, other than
goodwill, for impairment. The guidance allows comigs to perform a qualitative assessment befoilzding the fair value of the indefinite-
lived intangible asset. If entities determine, ba basis of qualitative factors, that the fair eadii the indefinite-lived intangible asset is more
likely than not greater than the carrying amoumuantitative calculation would not be needed. ghielance became effective for us at the
beginning of our first quarter of fiscal 2013. Téoption of this guidance did not have a matenigdact on our financial statements.

In June 2011, the FASB issued guidance that retfimemanner in which entities present compreheris@me in their financial statements.
The guidance requires entities to report the coraptsnof comprehensive income in either a singlatisoous statement or two separate but
consecutive statements. The guidance became gédoti us at the beginning of our first quartefisal 2013. In adopting this guidance, we
added the consolidated statements of compreheimgigme following our consolidated statements ohewys.
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Note 2: Acquisition

On December 31, 2012 , we acquired 100% of theanding shares of Teavana Holdings, Inc. (“Teavara$pecialty retailer of premium
loose-leaf teas, authentic artisanal teawares tred tea-related merchandise, to elevate our feainngs as well as expand our domestic and
global tea footprint. We acquired Teavana for $81Hillion in cash. Of the total cash paid, $13.3lion was excluded from the purchase price
allocation below as it represents contingent cansition receivable. At closing, we also paid $38iltion for long term debt outstanding on
Teavana's balance sheet, which was recognizedagelyairom the business combination. The followialgle summarizes the allocation of the
purchase price to the fair values of the assetsigtjand liabilities assumed on the closing datenillions):

Fair Value at
Dec 31, 2012

Cash and cash equivalents $ 47.C
Inventories 21.:
Property, plant and equipment 59.7
Intangible assets 120.¢
Goodwill 466.4
Other current and noncurrent assets 19.¢
Current liabilities (36.0
Long-term deferred tax liability (54.3)
Long-term debt (35.2)
Other long-term liabilities (7.0

Total purchase price $ 602.

The assets acquired and liabilities assumed ametezpwithin All Other Segments. Other current aodcurrent assets acquired primarily
include prepaid expenses, trade receivables, diedrdd tax assets. In addition, we assumed vadaurent liabilities primarily consisting of
accounts payable, accrued payroll related liabgiind other accrued operating expenses. The ibka@gsets acquired as part of the
transaction include the Teavana trade name, teadlend non-compete agreements. The Teavana gatewas valued at $105.5 million and
determined to have an indefinite life, based oneoynectation that the brand will be used indeflgitond has no contractual limitations. The
intangible asset related to the tea blends wasdadt $13.0 million and will be amortized on aigiin&line basis over a period of 10 years , an
the intangible asset related to the non-competeeagents was valued at $2.3 million and will be amed on a straighline basis over a peric

of 3 years . The $466.4 million of goodwill repretethe intangible assets that do not qualify &pasate recognition, primarily including
Teavana's established global store presence inttaifflt mall locations and other high-sales-voluratil venues, Teavana's global customer
base, and Teavana's "Heaven of tea" retail experignwhich store employees engage and educatencest about the ritual and enjoyment of
tea. The goodwill was allocated to All Other Segteeand is not deductible for income tax purposes.

Note 3: Derivative Financial Instruments

Foreign Currency

We enter into forward and swap contracts to hedgignms of cash flows of anticipated revenue streamd inventory purchases in currencies
other than the entity's functional currency. Neigdive gains from these cash flow hedges of $iillon and net derivative losses of $2.9
million , net of taxes, were included in accumutiaé¢her comprehensive income as of March 31, 2083September 30, 2012 , respectively.
Of the net derivative gains accumulated as of M&Eh2013 , $1.0 million pertains to derivativetingnents that will be dedesignated as cash
flow hedges within 12 months and will also continaexperience fair value changes before affeagings. Outstanding contracts will
expire within 11 months .

We also enter into net investment derivative imateats to hedge our equity method investment inb8tds Coffee Japan, Ltd., to minimize
foreign currency exposure. Net derivative lossemfnet investment hedges of $16.9 million and $83l6on , net of taxes, were included in
accumulated other comprehensive income as of Mat¢cR013 and September 30, 2012 , respectivelyst@nding contracts will expire within
35 months .
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In addition to the hedging instruments above, tigaie the translation risk of certain balance shems, we enter into foreign currency swap
contracts that are not designated as hedging mstnts. These contracts are recorded at fair valitle the changes in fair value recognized in
net interest income and other on the consolidatgdments of earnings. Gains and losses from thesements are largely offset by the
financial impact of translating foreign currencyndeninated payables and receivables, which is &sognized in net interest income and ot

Coffee

Depending on market conditions, we also enterfuitiores contracts to hedge a portion of anticipagesh flows under our price-to-be-fixed
green coffee contracts, which are described fuithBlote 5. Net derivative losses of $42.6 millemd $32.9 million , net of taxes, were
included in accumulated other comprehensive incasnef March 31, 2013 and September 30, 2012 , casply, related to coffee hedges. Of
the net derivative losses accumulated as of Mat¢l2@13 , $41.9 million pertains to derivative mstents that will be dedesignated as cash
flow hedges within 12 months and will also continaexperience fair value changes before affeagings. Outstanding contracts will
expire within 12 months .

Dairy

To mitigate the price uncertainty of a portion of duture purchases of dairy products, we enter flutures contracts that are not designated a
hedging instruments. These contracts are recorididér alue, with the changes in fair value redagd in net interest income and other. Gain:
and losses from these instruments are largelytdffserice fluctuations on our dairy purchases,olibare included in cost of sales.

Diesel Fuel

To mitigate the price uncertainty of a portion of duture purchases of diesel fuel, we enter imagscontracts that are not designated as
hedging instruments. These contracts are recortdiadr &alue, with the changes in fair value redagd in net interest income and other. Gains
and losses from these instruments are largelytdffsénhe financial impact of diesel fuel fluctuat®on our shipping costs, which are included
in operating expenses.

The following table presents the pretax effecterfiehtive contracts designated as hedging instrisn@m earnings and other comprehensive
income ("OCI") for the quarter and two quartersezh@in millions):

Foreign Currency Coffee
Quarter Ended Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012
Cash Flow Hedges:
Gain/(Loss) recognized in earnings $ 12 % 2.8 $ (A1) $ =
Gain/(Loss) recognized in OCI $ 1€ % 5C $ (5.6) $ (20.9)
Net Investment Hedges:
Gain/(Loss) recognized in earnings $ — 3 —
Gain/(Loss) recognized in OCI $ 117 % 10.2
Foreign Currency Coffee
Two Quarters Ended Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012

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

Net Investment Hedges:
Gain/(Loss) recognized in earnings $ —  $ —
Gain/(Loss) recognized in OCI 264 $ 10.5

$

0€ $ (5.9 $ (16.9 $ —
6.4 $ 25 $ 7.0 $ (19.9

&

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

The following table presents the pretax effecterfiehtive contracts not designated as hedgingungnts on earnings for the quarter and two
quarters endedi millions):

Foreign Currency Coffee Dairy Diesel Fuel

Mar 31, 2013 Apr 1,2012 [ Mar 31, 2013 Apr 1, 2012 W Mar 31, 2013l Apr1,2012 W Mar 31, 2013l Apr 1, 2012
Gain/(Loss) recognized in
earnings for the quarter
ended $ 32 % 5.4 $ 0€ $ 0.9 $ 1.1 $ 1.6 $ 01 $ 1.7
Gain/(Loss) recognized in
earnings for the two quarters
ended $ 22 % 49 % 21 3 58 % 26 $ 0.8 $ 01 $ 1.€

Notional amounts of outstanding derivative consi(in millions):

Mar 31, 2013 Sep 30, 2012

Foreign currency $ 36 $ 38¢
Coffee 74 12t
Dairy 48 72
Diesel fuel 6 24

10
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Note 4: Fair Value Measurement:

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

Fair Value Measurements at Reporting Date Using
Quoted Prices

in Active Significant
Markets for Other Observable
Balance at Identical Assets Inputs
March 31, 2013 (Level 1) (Level 2)
Assets:
Cash and cash equivalents $ 1,223.: $ 1,223 $ —

Short-term investments:
Available-for-sale securities

Significant
Unobservable
Inputs
(Level 3)

Agency obligations 20.C — 20.C —
Commercial paper 59.C — 59.C —
Corporate debt securities 89.¢ — 89.¢ —
Government treasury securities 205.( 205.( — —
Certificates of deposit 37.€ — 37.€ —

Total available-for-sale securities 411.2 205.( 206.2 —
Trading securities 63.2 63.2 — —
Total short-term investments 474 % 268.: 206.2 —
Short-term derivatives 14.4 — 14.¢ —

Long-term investments:
Available-for-sale securities

Agency obligations 4.C — 4.C —
Corporate debt securities 24.C — 24.C —
Auction rate securities 13.¢ — — 13.¢
Certificates of deposit 2.t — 2.t —
Total long-term investments 444 — 30.t 13.¢
Long-term derivatives 7.t — 7E —
Total $ 1,764.C  $ 1,491t % 258.¢ 13.¢
Liabilities:
Short-term derivatives $ 237 % — % 23.7 —
Long-term derivatives 1.1 — 1.1 —
Total $ 24¢ % — % 24.¢ _

11
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Fair Value Measurements at Reporting Date Using
Quoted Prices

in Active Significant Significant
Markets for Other Observable Unobservable
Balance at Identical Assets Inputs Inputs
September 30, 2012 (Level 1) (Level 2) (Level 3)
Assets:
Cash and cash equivalents $ 1,188.¢ $ 1,188.¢ $ — —

Short-term investments:
Available-for-sale securities

Agency obligations 80.C — 80.C —
Commercial paper 103.¢ — 103.¢ —
Corporate debt securities 84.: — 84.: —
Government treasury securities 459.7 459.7 — —
Certificates of deposit 62.€ — 62.€ —

Total available-for-sale securities 790.¢ 459.7 331.1 —
Trading securities 57.€ 57.€ — —
Total short-term investments 848.¢ 517.: 331.1 —
Short-term derivatives 9.t — 9.t —

Long-term investments:
Available-for-sale securities

Agency Obligations 14.C — 14.C —

Corporate debt securities 61.5 — 61.3 —

Auction rate securities 18.€ — — 18.€

Certificates of deposit 22.1 — 22.1 —

Total long-term investments 116.( — 97.4 18.€

Total $ 2,162 $ 1,705.¢ $ 438.C $ 18.€
Liabilities:

Short-term derivatives $ 18¢ $ — % 18¢ $ —

Long-term derivatives 3.C — 3.C —

Total $ 21¢ $ — 3 21¢ % =

Short-term and long-term derivative assets areided in prepaid expenses and other current agsgtstlaer assets, respectively. Short-term
and long-term derivative liabilities are includedather accrued liabilities and other long-ternbiliies, respectively.

Gross unrealized holding gains and losses werenatérial as of March 31, 2013 and September 3@ 201

Changes in Level 3 Instruments Measured at Faiu¥ain a Recurring Basis
Financial instruments measured using Level 3 indatzribed above are comprised entirely of ouriamicate securities (“ARS”).

Assets and Liabilities Measured at Fair Value oN@anrecurring Basit

Assets and liabilities recognized or disclosedaatyfalue in the financial statements on a nonmgbasis include items such as property,
plant and equipment, goodwill and other intangdseets, equity and cost method investments, aed asisets. These assets are measured at
fair value if determined to be impaired. During thearter and two quarters ended March 31, 20137amid 1, 2012, there were no material f
market value adjustments.

Fair Value of Other Financial Instruments

The estimated fair value of the $550 million of 82 Senior Notes based on the quoted market prieeg(l2) was approximately $659 million
and $674 million as of March 31, 2013 and Septer8beR012 , respectively.

12
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Note 5: Inventories

(in millions) Mar 31, 2013 Sep 30, 2012 Apr 1, 2012

Coffee:
Unroasted $ 590.¢ $ 711 $ 708.1
Roasted 214.: 222.2 234.7
Other merchandise held for sale 200.7 181.¢ 131.2
Packaging and other supplies 119.1 126.¢ 130.¢
Total $ 1,124 $ 1,241% % 1,205.(

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

As of March 31, 2013, we had committed to purahggireen coffee totaling $352 million under fixedep contracts and an estimated $460
million under price-to-be-fixed contracts. As of Mh 31, 2013, approximately $74 million of ourgerito-be-fixed contracts were effectively
fixed through the use of futures contracts. Prizbé-fixed contracts are purchase commitments vblyettee quality, quantity, delivery period,
and other negotiated terms are agreed upon, bulattee and therefore the price, at which the b&secbffee commodity price component will
be fixed has not yet been established. For thgmestgf contracts, either Starbucks or the sellsitia option to “fix” the base “C” coffee
commodity price prior to the delivery date. Untilges are fixed, we estimate the total cost ofeélmsrchase commitments. We believe, based
on relationships established with our supplierth&past, the risk of non-delivery on these purel@snmitments is remote.

Note 6: Supplemental Balance Sheet Informatic(in millions)

Property, Plant and Equipment, net

Land $ 43¢ % 46.2
Buildings 246.2 225.2
Leasehold improvements 4,136. 3,957.¢
Store equipment 1,261. 1,251.(
Roasting equipment 349.( 322.¢
Furniture, fixtures and other 878.k 836.-
Work in progress 362.¢ 264.1
Property, plant and equipment, gross 7,278 6,903.:
Less accumulated depreciation (4,433.9) (4,244.)
Property, plant and equipment, net $ 2,845 $ 2,658.¢

Other Assets Mar 31, 2013 Sep 30, 2012

Long-term deferred tax asset $ 68.2 $ 97.2
Other intangible assets 267. 143.%
Other 179.2 144.;
Total other assets $ 514.¢ % 385.7
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Accrued Liabilities Mar 31, 2013 Sep 30, 2012

Accrued compensation and related costs $ 354t % 381.¢
Accrued occupancy costs 116.¢ 126.¢
Accrued taxes 81.7 138.:
Accrued dividend payable 157.2 157.¢
Other 365.1 329.¢
Total accrued liabilities $ 1,075 % 1,133.¢

Other Long-Term Liabilities

Deferred rent $ 206.C $ 201.¢
Unrecognized tax benefits 90.1 78.4
Asset retirement obligations 33t 42.¢€
Other 26.2 22.2
Total other long-term liabilities $ 356.C $ 345.C

Cost Method Investments

In March 2013, we sold our 18% interest in Cafe®irS. de R.L. de CV (a Mexican limited liabilityrapany), to our controlling joint venture
partner, SC de Mexico, S.A. de CV, owned by Alse&.B. de C.V. This transaction resulted in a gdi$35.2 million which was included in
net interest income and other in the consolidataigments of earnings for the quarter and two guaegnded March 31, 2013 . Cash proceeds
from the sale of $50.3 million were received in AgO13.

Note 7: Equity
Changes in total equitn millions):

Two Quarters Ended

Mar 31, 2013 Apr 1, 2012
Beginning balance of total equity $ 5114 $ 4,387.:
Net earnings including noncontrolling interest 823.] 692.:
Other comprehensive loss (40.0 (4.6
Stock-based compensation expense 71.¢ 77.1
Exercise of stock options/vesting of RSUs 205.2 248.1
Sale of common stock 10.z 9.4
Repurchase of common stock (544.7) (15.9)
Cash dividends declared (313.9 (257.9)
Ending balance of total equity $ 5327t $ 5,136.

Components of accumulated other comprehensive iacagt of taxin millions):

Mar 31, 2013 Sep 30, 2012

Net unrealized losses on available-for-sale sdearit $ 0.1) $ (0.7
Net unrealized losses on hedging instruments (61.7) (72.7)
Translation adjustment 43.€ 94.¢
Accumulated other comprehensive (loss)/income $ 7.9 $ 22.1

In addition to 1.2 billion shares of authorized enan stock with $0.001 par value per share, the Gmyhas authorized 7.5 million shares of
preferred stock, none of which was outstandingfadaych 31, 2013 .
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Share repurchase activifin millions, except for average price data)

Two Quarters Ended

Mar 31, 2013 Apr 1, 2012
Number of shares acquired 10.¢ 0.4
Average price per share of acquired shares $ 505 $ 36.4¢
Total cost of acquired shares $ 544.1 $ 15.7

As of March 31, 2013, 26.4 million shares remaiaedilable for repurchase under current authoonati

During the second quarter of fiscal 2013 , StarbuB&ard of Directors declared a quarterly cashdeind to shareholders of $0.21 per share tc
be paid on May 24, 2013 to shareholders of recemf ¢he close of business on May 9, 2013 .

Note 8: Employee Stock Plan

As of March 31, 2013, there were 17.1 million glsanf common stock available for issuance pursigafuture equity-based compensation
awards and 7.9 million shares available for isseamder our employee stock purchase plans.

Pursuant to the 1997 Deferred Stock Plan, in Sdpert997 our chairman, president and ceo electddfey receipt of approximately 3.4
million shares of common stock (as adjusted foclsgplits since 1997). In November 2006, he redetereceipt of the shares until Decembel
21, 2012 (or earlier if his employment with Starksiterminated before such date). On December 2I2,28e deferral period ended and
pursuant to the terms of the 1997 Deferred Stoak,Riie issued approximately 2.2 million sharesomfiimon stock to him and withheld
approximately 1.2 million shares to satisfy taxhhibldings.

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

Quarter Ended Two Quarters Ended
Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012
Options $ 7¢ % 101 $ 19.¢ $ 24.2
Restricted Stock Units (“RSUs") 25.€ 26.1 51.1 51.t
Total stock-based compensation $ 33t $ 36.2 $ 70¢ $ 76.C
Value of awards granted and exercised during thieqte
Quarter Ended Two Quarters Ended
Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012
Estimated fair value per option granted $ 13.1¢  $ 1318 $ 12.7¢ % 12.7¢
Weighted average option grant price $ 55.7¢ % 49.9¢ % 50.1: % 43.81]
Weighted average price per option exercised $ 17.7: % 15.3¢ % 15.3t $ 15.6¢
Weighted average RSU grant price $ 55.7¢ $ 50.3¢ % 49.77 % 43.8:

Stock option and RSU transactions from Septembg2@02 through March 31, 2013(millions):

Options outstanding/Nonvested RSUs, September@®(®, 2 33.1 7.3
Granted 3.3 3.C
Options exercised/RSUs vested (8.5) (3.9)
Forfeited/expired (0.9 (0.6)

Options outstanding/Nonvested RSUs, March 31, 2013 27.C 6.3

Total unrecognized stock-based compensation expeatsef estimated

forfeitures, as of March 31, 2013 $ 46.7 % 128.¢
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Note 9: Earnings Per Share
Calculation of net earnings per common share (“BRS’basic and dilutedift millions, except EPB

Quarter Ended Two Quarters Ended
Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012

Net earnings attributable to Starbucks $ 390.¢ $ 309.¢ $ 822t $ 691.¢
Weighted average common shares and common stotsk uni

outstanding (for basic calculation) 749.1 754.¢ 747.€ 751.
Dilutive effect of outstanding common stock opti@ml RSUs 12.2 18.7 13.7 19.€
Weighted average common and common equivalentshare

outstanding (for diluted calculation) 761.: 7732 761.: 770.¢
EPS — basic $ 05z $ 041 $ 1.1 $ 0.92
EPS — diluted $ 051 % 0.4C $ 106 $ 0.9C

Potential dilutive shares consist of the incremlesianmon shares issuable upon the exercise ofamdistg stock options (both vested and non
vested) and unvested RSUSs, calculated using thsurg stock method. The calculation of dilutiverssaoutstanding excludes out-of-the-
money stock options (i.e., such optiopgercise prices were greater than the average imaike of our common shares for the period) bee
their inclusion would have been antidilutive. Ofittoe-money stock options totaled less than 0.lionilas of March 31, 2013 and April 1,
2012.

Note 10 Commitments and Contingencie
Legal Proceeding

In the first quarter of fiscal 2011, Starbucks fieti Kraft Foods Global, Inc. (now known as Krafidéls Group, Inc.) (“Kraft”) that we were
discontinuing our distribution arrangement with @ March 1, 2011 due to material breaches byftkifats obligations under the Supply
and License Agreement between the Company and,Kiatid March 29, 2004 (the “Agreement”), whichied the main distribution
arrangement between the parties. Through our agraagt with Kraft, Starbucks sold a selection ofl8iaks and Seattle's Best Coffee brar
packaged coffees in grocery and warehouse clubssthroughout the US, and to grocery stores in @arthe UK and other European
countries. Kraft managed the distribution, markgtismdvertising and promotion of these products.

Kraft denies it has materially breached the Agresm@n November 29, 2010, Starbucks received @@aii arbitration from Kraft putting the
commercial dispute between the parties into bindirmtration pursuant to the terms of the Agreemienaddition to denying it materially
breached the Agreement, Kraft further allegesiffatarbucks wished to terminate the Agreementusntompensate Kraft as provided in the
Agreement in an amount equal to the fair valuehefAgreement, with an additional premium of up %¢%3under certain circumstances.

On December 6, 2010, Kraft commenced a federalt @mtion against Starbucks, entitlécaft Foods Global, Inc. v. Starbucks Corporatioim
the U.S. District Court for the Southern Distri€tNew York (the “District Court”) seeking injunctivrelief to prevent Starbucks from
terminating the distribution arrangement until fzgties’ dispute is resolved through the arbitrafimceeding. On January 28, 2011, the
District Court denied Kraft's request for injunixelief. Kraft appealed the District Court's daristo the Second Circuit Court of Appeals. Or
February 25, 2011, the Second Circuit Court of Agdpaffirmed the District Court's decision. As au, Starbucks has been in full control of
our packaged coffee business since March 1, 2011.

While Starbucks believes we have valid claims ofamal breach by Kraft under the Agreement thaivedd us to terminate the Agreement anc
certain other relationships with Kraft without coemgation to Kraft, there exists the possibilityradterial adverse outcomes to Starbucks in th
arbitration or to resolve the matter. Although Kmdisclosed to the press and in federal courtggia $750 million offer Starbucks made to
Kraft in August 2010 to avoid litigation and ensaremooth transition of the business, the figureoisa proper basis upon which to estimate a
possible outcome of the arbitration but was bagmhdacts and circumstances at the time. Krafttegbthe offer immediately and did not
provide a counter-offer, effectively ending theadissions between the parties with regard to anynpay. Moreover, the offer was made prior
to our investigation of Kraft's breaches and withmansideration of Kraft's continuing failure tonaply with material terms of the agreements.

On April 2, 2012, Starbucks and Kraft exchangedegixgeports regarding alleged damages on themadfive claims. Starbucks claimed
damages of up to $62.9 million from the loss oésaksulting from Kraft's failure to use commeityiatasonable efforts to market Starbuks
coffee, plus attorney fees. Kraft's expert opirteat the fair market value of the Agreement was $ill@n . After applying a 35%remium an
9% interest, Kraft claimed damages
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of up to $2.9 billion , plus attorney fees. Thbi@ation hearing commenced on July 11, 2012 ansleeanpleted on August 3. Starbucks
presented evidence of material breaches on Kgattsand sought nominal damages from Kraft foréhm®aches. Kraft presented evidence
denying it had breached the parties' Agreemensandht damages of $2.9 billion plus attorney féés.were expecting a decision from the
Arbitrator in the first half of fiscal 2013 but nosxpect a decision in the second half of fiscal201

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

Starbucks is party to various other legal procegslarising in the ordinary course of businessyiticlg certain employment litigation cases
have been certified as class or collective actibag,except as noted above, is not currently gyparany legal proceeding that management
believes could have a material adverse effect orcomsolidated financial position, results of opieras or cash flows.

Note 11 Segment Reportini

Segment information is prepared on the same basiur ceo, who is our chief operating decisiokenamanages the segments, evaluates
financial results, and makes key operating decssi&ffective at the beginning of fiscal 2013, weelgralized certain leadership functions in
the areas of retail marketing and category managergkbal store development and partner resoutoesjpport and align with the respective
operating segment presidents. In conjunction widsé moves, certain general and administrativalapteciation and amortization expenses
associated with these functions, which were preshoreported as unallocated corporate expensesgwidther,” are now reported within the
respective reportable operating segments to aligmtive regions which they support.

Concurrent with the change in reportable operatggments and realignment of certain operating esggenoted above, we revised our prior
period financial information to reflect comparalileancial information for the new segment structanel reporting changes. Historical finan
information presented herein reflects these changese was no impact on consolidated net revenoes,operating expenses, operating
income, or net earnings as a result of these clsange

Beginning in the second quarter of fiscal 2013 rermoved unallocated corporate expenses from Obtaer is now referred to as All Other
Segments and includes Teavana, Seattle's BesteC&f¥®lution Fresh and Tazo retail, as well asligital Ventures business. Unallocated
corporate operating expenses, which pertain priyntricorporate administrative functions that supploe operating segments but are not
specifically attributable to or managed by any seginare now presented as a reconciling item betetal segment operating results and
consolidated financial results. While our consdkderesults are not impacted, our historical sedrfieancial information has been revised to
be consistent with the current period presentation.

The table below presents financial informationdar reportable operating segments and All Othengags(in millions):

Quarter Ended

China / Channel All Other Segment
Americas EMEA Asia Pacific Development Segments Total

March 31, 2013

Total net revenues $ 2604 $ 2732 % 213¢ $ 343t $ 121t $ 3,555
Depreciation and amortization expenses 105.¢ 13.7 8.5 0.2 3.4 131.¢
Income from equity investees 2.4 — 30.¢ 19.: — 52.t
Operating income/(loss) 549.7 5.2 68.2 94.1 (4.2 713.2
April 1, 2012

Total net revenues $ 23747 % 272 $ 174 % 321t $ 527 $ 3,195
Depreciation and amortization expenses 97.2 14.5 5.6 .3 0.€ 118.(
Income from equity investees 2.1 — 32.¢ 17.2 — 52.2
Operating income/(loss) 449.t (7.0 68.2 79.5 (6.7) 583.t
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Two Quarters Ended

China / Channel All Other Segment
Americas EMEA Asia Pacific Development Segments Total

March 31, 2013

Total net revenues $ 5444° $ 579.: $ 4277 % 723.¢ % 180.: $ 7,355
Depreciation and amortization expenses 211.C 27.C 15.¢€ 0.€ 4.3 259.7
Income from equity investees 2.4 — 64.¢ 39.7 — 107.C
Operating income/(loss) 1,139.¢ 27.t 140.¢ 191.C (8.2 1,490.!
April 1, 2012

Total net revenues $ 4953.: % 575.¢ $ 341t % 657.: $ 1042 $ 6,631
Depreciation and amortization expenses 194.: 28.t 10.€ 0.7 1.C 235.1
Income from equity investees 2.1 0.3 60.5 34.2 — 97.1
Operating income/(loss) 998.: 11.€ 125.¢ 157.c (9.5 1,283.¢

The following table reconciles total segment opagaincome in the tables above to consolidatediegsrbefore income tax€m millions):

Quarter Ended Two Quarters Ended
Mar 31, 2013 Apr 1, 2012 Mar 31, 2013 Apr 1, 2012
Total segment operating income $ 7132 $ 583.f $ 1,490 $ 1,283.¢
Unallocated corporate operating expenses (169.7) (153.)) (315.9 (297.9
Consolidated operating income 544.1 430.¢ 1,174.¢ 986.4
Interest income and other, net 50.¢ 35.c 48.C 58.t
Interest expense (6.7) (8.9 (22.%) (17.9
Earnings before income taxes $ 588.6 $ 456.¢ $ 1,209.¢ $ 1,027.t

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

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

Certain statements herein, including statementangigg trends in or expectations relating to thepested effects of our initiatives and plans,
as well as trends in or expectations regarding @agya per share, revenues, operating income, opagatiargins, comparable store sales, s
leverage, sales growth, expenses, dividends, shatgchases, other financial results, capital exgliaires, scaling and expansion of
international operations, shifts in our store poitb to more licensed stores in EMEA and to monmmpany-operated stores in CAP, profitable
growth models and opportunities, strategic acqigss, changes to organizational structures, comuyaztists and our mitigation strategit

the transition from our distribution arrangementtivKraft to a direct distribution model, liquiditg, ash flow from operations, use of cash,
anticipated store openings, closings and renovatiodie health and growth of our business overall ahspecific businesses or markets,
benefits of recent initiatives, increased trafficour stores, operational efficiencies, productdmation and distribution, tax rates, and
economic conditions in the US and international ke#s, constitute “forward-looking statements” wittthe meaning of the Private Securities
Litigation Reform Act of 1995. Such statementsbased on currently available operating, financialdacompetitive information and a
subject to various risks and uncertainties. Actudlire results and trends may differ materially eleging on a variety of factors, including, but
not limited to, coffee, dairy and other raw matésiprices and availability, successful executiowf initiatives, successful execution of
internal plans, fluctuations in US and internatide@onomies and currencies, the impact of compstitnitiatives, the effect of legal
proceedings, and other risks detailed in our fisngith the SEC, including in Part | Item “Risk Factors” in the 10-K.

A forwardlooking statement is neither a prediction nor aantee of future events or circumstances, andefiosire events or circumstances
may not occur. You should not place undue reliamtéhe forward-looking statements, which speak aslgf the date of this report. We are
under no obligation to update or alter any forwdabking statements, whether as a result of newrimédion, future events or otherwise.
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This information should be read in conjunction vilile condensed consolidated financial statememtshennotes included in Item 1 of Part
this 10-Q and the audited consolidated financetkesbhents and notes, and Management’s DiscussioAralgsis of Financial Condition and
Results of Operations, contained in the 10-K.

General

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

Overview

Starbucks second quarter results demonstrate otinoed focus on execution in our existing busirEstfolio while investing in future

growth opportunities. Total net revenues incredsk¥ to $3.6 billion , driven by global comparahiers sales growth of 6% . Consolidated
operating income increased 26% and operating masgianded 180 basis points to 15.3%. Earningshageof $0.51, which includes $0.03
per share from the gain on the sale of our equoirést in our Mexico joint venture operations resgnts growth of 28% over the prior year.

The Americas segment continued its strong perfoomamthe second quarter with a 10% increase iema®@s over the prior year, primarily
driven by comparable store sales growth of 6% ,mtsad of a 5% increase in the number of transastéind a 2% increase in average ticket.
Featured beverages and growth in afternoon foagtinffs contributed to the increase in comparaloestales. Operating margin expanded
basis points to 21.1% , driven by sales leveraggeinlpart to a continued focus on store produgtivitith lower coffee prices also contributing.
Looking forward, we expect to continue to driveesagirowth and profitability through new stores #melexpansion of our pipeline of product
offerings, including the roll out of La Bouland&products in our retail stores, to increase revetluesighout all dayparts.

Our work to turn around the EMEA segment continaled we are making progress despite the economeartaaty in the region. Revenues
the region were flat compared to the prior year rfiéct the shift in our ownership structure, asaentinue our focus on closing
underperforming company-operated stores and groaimdicensed store base in profitable locationsoAtinued focus on cost management
and the shift in our store portfolio to more licedsstores contributed to an increase in operatiagyim of 450 basis points over the prior year.
We expect the investments we are making in theregiday will result in improved operating perfommea as we progress on our plan toward:s
mid-teens operating margin in the future.

Our CAP segment results reflect a combination pfdraew store growth and solid performance fromexsting store base. New store grov
paired with an 8% increase in comparable storessdleve total net revenue growth of 22% over thier year. Operating income was flat
compared to the same quarter in the prior yeadevdgperating margin contracted this quarter. Thegimacontraction was primarily a result of
our continued investment spending to support growtbhina and a shift in the composition of ourstportfolio from licensed to company-
operated stores. We expect this segment to contingeow rapidly and become a more meaningful ¢ouator to overall company profitabilit
with growth coming from a mix of net new store ojpgs and comparable store sales growth.

Channel Development segment revenues grew 7% daguhrter, driven by sales of Starbucks- and Taaoded K-Cu portion packs. Lowe
commodity costs, primarily coffee, were the primaontributor to the increase in operating margintfie second quarter of fiscal 2013. We
expect our investments in continued innovation e product offerings in fiscal 2013 will drive ther growth and profitability within this
segment over time.

Comparable Store Sales

Starbucks comparable store sales for the secomnteqeé fiscal 2013 are as follows:

Quarter Ended Mar 31, 2013 Two Quarters Ended Mar 31, 2013
Change in Change in SEIES Change in Change in
Transactions Ticket Growth Transactions Ticket
Consolidated 6 % 4% 2% 6 % 4% 2%
Americas 6 % 5% 2% 6 % 4% 2%
EMEA (2% (1)% —% (1)% —% (2%
China / Asia Pacific 8% 4% 3% 9% 6% 3%
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Our comparable store sales represent the growtwvenue from Starbucks company-operated stores tpemonths or longer. Comparable
store sales exclude the effect of fluctuationsoieign currency exchange rates.

Fiscal 2013 — Financial Outlook for the Year

For fiscal year 2013, we expect revenue growthedrisy mid single-digit increased comparable staless new store openings and continued
growth in the Channel Development business. Licgissares will comprise between one-half and twodthdf new store openings.

We expect continued robust consolidated operatiaggin and EPS improvement compared to fiscal 26dfacting the strength of our global
business and the pipeline of profitable growthatites.

We expect increased capital expenditures in fis30aB compared to fiscal 2012, reflecting new sgymvth, a continued focus on store
renovations and additional investments in manufatgucapacity.

Results of Operations (in millions)

Revenues
Quarter Ended Two Quarters Ended

Apr 1,

2012
Company-operated stores $ 2,807.0 $ 2,521.: 11.2% $ 5797.. $ 5,253.( 10.4%
Licensed stores 322.1 290.: 11.C 672.2 596.¢ 12.¢
CPG, foodservice and other 426.1 384.4 10.¢ 885.¢ 781.¢ 138
Total net revenues $ 3,555.¢ $ 3,195.¢ 11.% $ 7,355 % 6,631.¢ 10.9%

Total net revenues for the second quarter anditsteivo quarters of fiscal 2013 increased $360iomland $724 million , respectively,
primarily driven by increased revenues from compapgrated stores (contributing $287 million and $6¥Hion, respectively). An increase
comparable store sales was the primary driverefribrease in company-operated store revenue®fbrgeriods (approximately 6%, or $145
million, for the second quarter and approximatély, ®r $308 million, for the first two quarters).sél contributing for both periods were
incremental revenues from 412 net new company-tgeistore openings over the past 12 months (appeirly $82 million for the second
quarter and $165 million for the first two quarjers

Licensed store revenue growth also contributetieédricrease in total net revenues for the secoadeuand the first two quarters of fiscal
2013 (approximately $32 million and $75 millionspectively). These increases were driven by inectasoduct sales to and royalty revenue:s
from our licensees, resulting from improved compbratore sales and the opening of 679 net newdie stores over the last 12 months.

CPG, foodservice and other revenues increased §@mand $104 million for the second quarter ahd first two quarters of fiscal 2013,
respectively. These increases were primarily duedeased sales of single serve products (appeaii;n$25 million and $61 million,
respectively).

20




Table of Contents

Operating Expenses

Quarter Ended Two Quarters Ended
Mar 31, Apr 1,
2013 2012
% of Total % of Total
Net Revenues Net Revenues
Cost of sales including occupant
costs $ 1530« $ 1,411.¢ 43.(% 44.2% $ 3,151.. $ 2,908.( 42.8% 43.8%
Store operating expenses 1,038.- 956.£ 29.2 29.¢ 2,127.¢ 1,952.; 28.€ 29.4
Other operating expenses 112.1 105.2 3.2 3.3 244.¢ 212.( 3.3 3.2
Depreciation and amortization
expenses 153.1 137.1 4.2 4.2 302.( 271.¢ 4.1 4.1
General and administrative
expenses 230.: 206.¢ 6.5 6.5 462.2 398.4 6.2 6.C
Total operating expenses 3,064.: 2,817.. 86.2 88.2 6,287.¢ 5,742t 85.5 86.¢€
Income from equity investees 2.t 52.2 iz 1.€ 107.C 97.1 iz iz
Operating income $ 544.1 $ 430.4 15.2% 13.5% $ 1,174¢ & 986.4 16.(% 14.9%
Store operating expenses as a 9
related revenues 37.(% 37.%% 36.7% 37.2%

Cost of sales including occupancy costs as a pegerof total net revenues decreased 120 basitsgoid 100 basis points for the second
quarter and the first two quarters of fiscal 2018&spectively, primarily driven by lower coffee t®gapproximately 50 basis points for both
periods).

Store operating expenses as a percentage of @tedvenues decreased 70 basis points for the deg@mter and 50 basis points for the first
two quarters of fiscal 2013 . As a percentage ofigany-operated store revenues, store operatinqisgpalecreased 90 basis points for the
second quarter and 50 basis points for the firstdquarters of fiscal 2013 , primarily driven byesaleverage (approximately 90 basis points fo
the second quarter and 100 basis points for thetfiro quarters).

Other operating expenses as a percentage of &ttadvenues decreased 10 basis points for the degmmter and increased 10 basis points fo
the first two quarters of fiscal 2013 . Excludiing impact of company-operated store revenues, off@ating expenses decreased 60 basis
points for the second quarter and increased 3@ lpasits for the first two quarters of fiscal 20IBe second quarter decrease was primarily
driven by sales leverage from licensed store reegmawth (approximately 80 basis points). The iaseefor the first two quarters was
primarily due to increased marketing related toltumch of the Verismo® system by Starbucks in @eabevelopment (approximately 90
basis points), partially offset by sales leverage.

General and administrative expenses as a perceotagil net revenues were flat for the secondtguand increased 30 basis points for the
first two quarters of fiscal 2013 . The increasetfe first two quarters of fiscal 2013 was driv@mnthe company's October Global Leadership
Conference (approximately 40 basis points).

Income from equity investees was flat for the selogumarter and increased $10 million for the fived tjuarters of fiscal 2013 , primarily due to
increased income from our joint venture operationfapan and China, as well as improved performé&ooe our North American Coffee
Partnership joint venture which produces, bottled distributes our ready to drink beverages. Tharawed performance from these joint
ventures was partially offset by the absence tba pf $6.7 million of non-routine income includedncome from equity investees in the
second quarter of the prior year.

The combination of these changes resulted in are#@se in operating margin of 180 basis pointstfersecond quarter and 110 basis points fo
the first two quarters of fiscal 2013 .
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Other Income and Expenses

Quarter Ended Two Quarters Ended
Mar 31, Apr 1,
2013 2012
% of Total % of Total
Net Revenues Net Revenues
Operating income $ 5441 $ 430. 15.2% 135% $1,174¢ $ 986.. 16.C% 14.€ %
Interest income and other, net 50.¢ 35.2 14 1.1 48.C 58.t 0.7 0.€
Interest expense (6.2 (8.9 (0.2 0.3 (22.9) (17.9 (0.2 (0.3
Earnings before income taxes 588.¢ 456.¢ 16.€ 14. 1,209.¢ 1,027.t 16.4 15t
Income taxes 198.1 146.¢ 5.€ 4.€ 386.¢ 335.2 5.8 5.1
Net earnings including
noncontrolling interests 390.7 310.1 11.C 9.7 823.] 692.: 11.2 10.4
Net earnings (loss) attributable tc
noncontrolling interest 0.2 0.2 — — 0.€ 0.4 — —
Net earnings attributable to
Starbucks $ 390.« $ 309.¢ 11.(% 9.7% $ 822t $ 691« 11.2% 10.4%
Effective tax rate including
noncontrolling interest 33.6% 32.1% 32.L% 32.6%

For the second quarter and the first two quartefiscal 2013 , net interest income and other iaseal $16 million and decreased $11 million,
respectively. The increase for the second quardsrpvimarily due to a gain on the sale of our gguithe joint venture that operates Starbuck
®stores in Mexico (approximately $35 million). Alsontributing to the increase for the second quavtes net favorable foreign exchange
fluctuations (approximately $4 million). These ieases were partially offset by the absence of iadditincome recognized in the prior year
period associated with unredeemed gifts cardsaaecburt ruling related to state unclaimed proplatvs (approximately $29 million).

The decrease for the first two quarters was primdrie to the absence of additional income recaghin the prior year period associated with
unredeemed gifts cards due to a court ruling rdltdestate unclaimed property laws (approximat@9 fhillion) and mark-to-market
adjustments from derivatives used to manage okiofisommodity price fluctuations (approximately3illion). These decreases were
partially offset by a gain on the sale of our egirtthe joint venture that operates Starbut&mres in Mexico (approximately $35 million).

The effective tax rate for the quarter ended M&th2013 was 33.6% compared to 32.1% for the saragey in fiscal 2012 . The increase in
the rate for the second quarter of fiscal 2013 pramarily due to an increase in taxable incomenm WS relative to foreign jurisdictions with
lower tax rates. The effective tax rate for the tyuarters ended March 31, 2013 was 32.0% comparg®.6% for the same period in fiscal
2012. The decrease in the rate for the first twartgus of fiscal 2013 was primarily due to the ggution of a net tax benefit in the first quarter
of fiscal 2013 primarily from state income tax erpe adjustments for returns filed in prior years.

Segment Information

Segment information is prepared on the same bagitr management reviews financial informationdjeerational decision-making
purposes. The following tables summarize the resaflbperations by segmeimt millions):
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Americas
Quarter Ended Two Quarters Ended
Mar 31, Apr 1,
2013 2012
% of Americas % of Americas
Net Revenues Net Revenues

Total net revenues $ 2,604.. $ 2,374, $ 5444 $ 4,953.
Cost of sales including
occupancy costs 1,000.( 941.€ 38.%% 39.7% 2,092t 1,948.: 38.%% 39.%
Store operating expenses 891.¢ 837.4 34.2 35.¢ 1,851." 1,712.; 34.C 34.€
Other operating expenses 21.2 18.7 0.8 0.€ 51.2 39.2 0.€ 0.8
Depreciation and
amortization expenses 105.€ 97.2 4.1 4.1 211.( 194.c 3.¢ 3.¢
General and administrative
expenses 38.1 32.4 1kt 14 100.¢ 63.C 1.¢ 1.3
Total operating expenses 2,056.¢ 1,927.: 79.C 81.2 4,307.: 3,957.( 79.1 79.¢
Income from equity
investees 2.4 2.1 0.1 0.1 2.4 2.1 0.C 0.C

Operating income $ 5497 $ 449t 21.1% 18.9% $ 1,139.6 $ 998. 20.9% 20.2%
Store operating expenses ¢
% of related revenues 37.5% 38.6% 37.% 37.&%
Revenues

Americas total net revenues for the second quartéithe first two quarters of fiscal 2013 increa$2@9 million , or 10% , and $492 million ,
or 10% , respectively. These increases were priyndiiven by increased revenues from company-opdratores (contributing $206 million
and $436 million, respectively) and licensed stgoemtributing $18 million and $41 million, respivety).

An increase in comparable store sales was the pridraver of the increase in company-operated stevenues for both periods
(approximately 6%, or $140 million, for the secandarter and approximately 6%, or $293 million, thee first two quarters). The increases in
licensed store revenues were primarily due to eeed product sales to and higher royalty revermoes éur licensees (approximately $19
million for the second quarter and approximatel$ $illion for the first two quarters), primarily selting from improved comparable store
sales and the opening of 270 net new licensedsster the past 12 months.

Operating Expenses

Cost of sales including occupancy costs as a p&rgerof total net revenues decreased 130 basitspmd 90 basis points for the second
quarter and the first two quarters of fiscal 20i8spectively. These decreases were primarily dribselower coffee costs (approximately 40
basis points for the second quarter and approxilyna@basis points for the first two quarters). dontributing to the decrease for both
periods was sales leverage on occupancy costs.

Store operating expenses as a percentage of &itedvenues decreased 110 basis points for thedegmrter and 60 basis points for the first
two quarters of fiscal 2013 , primarily driven Bles leverage (approximately 100 basis points & periods).

Other operating expenses as a percentage of &ttadvenues was flat for the second quarter arréased 10 basis points for the first two
quarters of fiscal 2013 . Other operating expeases percentage of non-company-operated storeuesémncreased 20 basis points for the
second quarter and 140 basis points for the firstquarters of fiscal 2013 . The increase for that fwo quarters was primarily due to
incremental costs related to our acquisition of Bagad LLC (doing business as La Boulange), whiels sompleted in the fourth quarter of
fiscal 2012.

General and administrative expenses as a perceotaggl net revenues increased 10 basis poird$arbasis points for the second quarter
and the first two quarters of fiscal 2013 , resjvety. The increase for the second quarter waslgrdue to investments in deepening certain
capabilities across the organization to suppottreugrowth. The increase for the first two quartees driven by the company's October Globa
Leadership Conference (approximately 50 basis gpint

The combination of these changes resulted in arabbvecrease in operating margin of 220 basis {sofar the second quarter and 70 basis
points for the first two quarters of fiscal 2013.
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EMEA
Quarter Ended Two Quarters Ended
B wvar3 I Apr 1, B wvars3i, I Apr 1,
2013 2012 2013 2012

% of EMEA % of EMEA

Net Revenues Net Revenues
Total net revenues $ 27372 $ 272« $ 579.: $ 575.¢
Cost of sales including occupancy costs 140.¢ 143.¢ 51.5% 52.¢% 293.C 294.¢ 50.€% 51.1%
Store operating expenses 83.2 91.¢ 30.5 33.7 173.5 185.7 29.¢ 32.¢
Other operating expenses 10.7 8.¢ 3.¢ 3.2 19.1 17.€ 3.3 3.1
Depreciation and amortization expens 13.7 14.5 5.C 5.2 27.¢ 28.5 4.8 5.C
General and administrative expenses 19.€ 20.£ 7.2 7.5 38.C 37.¢ 6.€ 6.€
Total operating expenses 268.( 279.4 98.1 102.¢ 551.¢ 564.( 95.2 98.C
Income from equity investees — — — — — 0.3 — 0.1

Operating income (loss) $ 52 $§ (7.0 1.€% 6% $ 275 $ 11.¢ 4.7% 2.1%

Store operating expenses as a % of
related revenues 38.(% 39.4% 36.8% 37.2%
Revenues

EMEA total net revenues increased $1 million far #econd quarter of fiscal 2013 and increased $i®mj or 1% , for the first two quartecs
fiscal 2013 . Licensed store revenues grew (apprately $15 million, or 48%, for the second quasted $27 million, or 44%, for the first two
guarters), due to increased product sales to ajiechroyalty revenues from our licensees, primaghulting from the opening of 117 net new
licensed stores over the past 12 months and imgroemparable store sales. The licensed store revienteases were nearly offset by a
decline in company-operated store revenues (appaiely $15 million for the second quarter and appnately $26 million for the first two
quarters), primarily resulting from our prior stgrertfolio optimization activities.

Operating Expenses

Cost of sales including occupancy costs as a p&rgerof total net revenues decreased 130 basitsgoirthe second quarter and 50 basis
points for the first two quarters of fiscal 201Bhese decreases were primarily driven by a réalutd the estimated asset retirement obliga
of our store leases in the region (approximately @2sis points for the second quarter and apprdgigna00 basis points for the first two
quarters), partially offset by the impact of a shifthe compaosition of our store portfolio in thegjion to more licensed stores.

Store operating expenses as a percentage of &itedvenues decreased 320 basis points for theadegmrter and 240 basis points for the firsi
two quarters of fiscal 2013 . As a percentage afifgany-operated store revenues, store operatingisgpealecreased 140 basis points for the
second quarter and 50 basis points for the firetquarters of fiscal 2013 , primarily driven by ogi@onal efficiencies.

Other operating expenses as a percentage of &ttatvenues increased 60 basis points for the demaarter and 20 basis points for the first
two quarters of fiscal 2013 . Excluding the impaictompany-operated store revenues, other operatipgnses decreased 320 basis points fc
the second quarter and 490 basis points for thetfiro quarters, primarily driven by sales leverfigen licensed store revenue growth and
operational efficiencies.

The combination of these changes resulted in araiiecrease in operating margin of 450 basis {sofar the second quarter and 260 basis
points for the first two quarters of fiscal 2013 .
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China / Asia Pacific

Quarter Ended Two Quarters Ended
Mar 31, I Apri, Mar 31, I Apri,
2013 2012 2013 2012
% of CAP % of CAP
Net Revenues Net Revenues

Total net revenues $ 213¢€ $ 174.¢ $ 4277 $ 341t
Cost of sales including occupancy costs 104.¢ 86.¢ 49.1% 49.7% 211.¢ 171.2 49.2% 50.1%
Store operating expenses 40.2 27.2 18.€ 15.€ 79.7 54.: 18.¢ 15.¢
Other operating expenses 11.5 9.7 5.4 5.€ 21.7% 21.1 5.1 6.2
Depreciation and amortization expens 8.t 5.€ 4.C 3.2 15.¢ 10.€ 3.7 3.1
General and administrative expenses 10.¢ 10.C 5.1 5.7 23.t 19.2 5.5 5.€
Total operating expenses 176.1 139.: 82.4 79.¢ 352.2 276.¢ 82.5 80.¢
Income from equity investees 30.¢ 32.¢ 14.4 18.¢ 64.¢ 60.5 15.2 17.7

Operating income $ 68: $ 68z 32.(% 39.1% $ 140« $ 125.¢ 32.8% 36.£%
Store operating expenses as a % of
related revenues 25.8% 23.1% 26.(% 23.7%
Revenues

CAP total net revenues for the second quarter lamdirtst two quarters of fiscal 2013 increased 88ion , or 22% , and $86 million , or 25%
respectively, primarily driven by increased revenfrem company-operated stores (contributing $38anifor the second quarter and $78
million for the first two quarters).

The increases in company-operated store revenuesdsigen by the opening of 204 net new companyratpd stores over the past 12 months
(approximately $28 million for the second quarted approximately $52 million for the first two qtens) and an increase in comparable store
sales (approximately 8%, or $9 million, for the@ed quarter and approximately 9%, or $21 milliar,the first two quarters).

Operating Expenses

Cost of sales including occupancy costs as a pegerof total net revenues decreased 60 basissgfointhe second quarter and 70 basis poin
for the first two quarters of fiscal 2013 , primriue to lower commodity costs (approximately 43ib points), mainly coffee.

Store operating expenses as a percentage of @tedvenues increased 330 basis points for thendeqearter and 270 basis points for the first
two quarters of fiscal 2013 . As a percentage ofigany-operated store revenues, store operatinqisgpéncreased 270 basis points for the
second quarter and 230 basis points for the firstquarters, primarily driven by increased cossoamted with the expansion efforts of
company-operated stores in mainland China.

Other operating expenses as a percentage of tttedvenues decreased 20 basis points for the degmmter and 110 basis points for the first
two quarters of fiscal 2013 . Other operating exesras a percentage of non company-operatedrst@eues increased 310 basis points fo
second quarter and decreased 70 basis pointsefdirdhtwo quarters . The increase for the seapratter was driven by increased costs
associated with the expansion efforts in mainlahth&, largely due to higher headcount in our regi@upport centers. The decrease for the
first two quarters was primarily due to the absewfcgrior period asset impairments (approximatéhb@sis points).

Income from equity investees decreased $2 millarttie second quarter and increased $4 millionHeffirst two quarters of fiscal 2013 .
Improved performance of our joint venture operaionJapan and China was offset by the absencersfautine income (approximately $7
million) this year that was included in the secagp@rter of fiscal 2012 results. In addition to th@litional income, the growth in segment
revenues also contributed to income from equitgstees declining as a percentage of total net vegefor both periods.
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The changes in the above line items contributeahtoverall decrease in operating margin of 710shaaints for the second quarter and 400
basis points for the first two quarters of fiscall3 .

Channel Development

Quarter Ended Two Quarters Ended

% of Channel

% of Channel Development Development
Net Revenues Net Revenues
Total net revenues $ 343t $ 321t $ 72324 $ 657.
Cost of sales 212.€ 204.% 61.% 63.7% 447.¢ 425.% 61.% 64.7%
Other operating expenses 49.2 49.2 14.4 15.2 112.¢ 99.t 15.5 15.1
Depreciation and amortization expenses 0.3 0.2 0.1 0.1 0.€ 0.7 0.1 0.1
General and administrative expenses 6.5 4.¢ 1.8 1.t 11.5 8.7 1.6 1.3
Total operating expenses 268.7 259.2 78.2 80.€ 572.1 534.; 79.1 81.c
Income from equity investees 19.c 17.2 5.€ 5.2 39.7 34.2 5.5 5.2
Operating income $ 941 $ 79:& 27.4% 24.9% $ 191.C $ 157. 26.4% 23.%

Revenues

Total Channel Development net revenues for therebgoarter and the first two quarters of fiscal20icreased $22 million , or 7% , and $66
million , or 10% , respectively, primarily due tacreased sales of single serve products (approgiyn®25 million for the second quarter and
approximately $61 million for the first two quarsgr

Operating Expenses

Cost of sales as a percentage of total net revatesreased 180 basis points for the second quarte280 basis points for the fitato quarter
of fiscal 2013 . These decreases were primarilyetirby lower coffee costs (approximately 230 bpsists for the second quarter and
approximately 210 basis points for the first twaars).

The changes in the above line items contributeahtoverall increase in operating margin of 270dpsints for the second quarter and 250
basis points for the first two quarters of fiscall3 .

All Other Segmentt

Quarter Ended Two Quarters Ended

Total net revenues $ 121t % 52.7 130.€% $ 180.5 $ 104.Z 73.L%
Cost of sales 69.7 34.4 102.¢ 106.( 68.2 55.2
Store operating expenses 23.C — 100.( 23.C — 100.(
Other operating expenses 19.4 18.7 3.7 40.2 34.€ 16.2
Depreciation and amortization expenses 3.4 0.€ 466.1 4.3 1.C 330.(
General and administrative expenses 10.1 5.7 77.2 15.C 9.8 53.1
Total operating expenses 125.¢ 59.4 111.¢ 188.t 113.7 65.¢
Operating loss $ 4.1 $ 6.7) (38.% $ 82 $ (9.9 (13.9)%

All Other Segments includes Teavana, Seattle's Befee, Evolution Fresh, Tazo Retail and Digitaitures.
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Total net revenues for All Other Segments for theosd quarter and the first two quarters of fifHl3 increased $69 million and $76 millipn
respectively, primarily due to incremental revenfrem the acquisition of Teavana in the second tguaf fiscal 2013 (approximately $59
million for both periods).

Total operating expenses increased $66 milliong&tmillion for the second quarter and the firsh tquarters of fiscal 2013 , respectively,
primarily due to incremental expenses from the &ition of Teavana.

Fiscal Second Quarter 2013 Store Data
Our store data for the periods presented is agvistl

Net stores opened/(closed) during the period

Quarter Ended Two Quarters Ended

Stores open as of

Americas
Company-operated storés 25 22 52 34 7,89 7,64:
Licensed store&’ 70 50 13C 134 5,10( 4,83(
95 72 182 16€ 12,99t 12,47
EMEA
Company-operated storgs 4 3 (24) 5 85¢ 8717
Licensed store® 26 20 53 37 1,04( 92z
22 17 29 42 1,89¢ 1,80(
China / Asia Pacific
Company-operated stores 66 28 115 63 77¢ 57¢
Licensed stores 81 55 15¢ 141 2,781 2,47"
147 83 272 204 3,56¢ 3,05(
All Other Segments
Company-operated stores 30¢€ 3 30¢ 2 32: 1€
Licensed stores 20 1 10 1 86 81
32€ 4 31¢ 3 40¢ 97
Total Company 59C 17¢€ 80z 417 18,86¢ 17,42

(1) Americas store data has been adjusted fo@xSeattle's Best Coffee, Evolution Fresh andTatail, which are now reported within ,
Other Segments.

(2) EMEA store data has been adjusted for @nesfer of certain company-operated stores to leeh the fourth quarter of fiscal 2012.

Financial Condition, Liquidity and Capital Resources

Investment Overview

Starbucks cash and short-term investments totdleétitsllion and $2.0 billion as of March 31, 20Ir3daSeptember 30, 2012 , respectively. As
of March 31, 2013 , approximately $742.7 millioncafsh was held in foreign subsidiaries. Of our desdt in foreign subsidiaries, $337.3
million is denominated in the US dollar. We activetanage our cash and short-term investments ir ¢odnternally fund operating needs,
make scheduled interest and principal paymentsuobarrowings, and return cash to shareholdersufiraommon stock cash dividend
payments and share repurchases. Our short-terratmeats consist predominantly of US Treasury séesricommercial paper, corporate
bonds, US Agency securities, and certificates pbdé. Our portfolio of long-term available for saecurities consists predominantly of high
investment-grade corporate bonds, diversified amiodgstries and individual issuers, as well asifiestes of deposits with maturities greater
than one year.
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Borrowing Capacity

Our previous $500 million unsecured, revolving @réatility (the “2010 credit facility”) was set tmature November 2014. In the second
quarter of fiscal 2013, we replaced the 2010 cifeditity with a new $750 million unsecured, reviolg credit facility (the “2013 credit
facility”) with various banks, of which $150 milliomay be used for issuances of letters of credit.

The 2013 credit facility is available for workingpmital, capital expenditures and other corporatpgaes, including acquisitions and share
repurchases, and is currently set to mature onueepb, 2018. Starbucks has the option, subjecetmtiation and agreement with the related
banks, to increase the maximum commitment amousnbgdditional $750 million. Borrowings under th@3 credit facility will bear interest
at a variable rate based on LIBOR, and, for US &@alenominated loans under certain circumstancessa Rate (as defined in the 2013 cr
facility), in each case plus an applicable margime applicable margin is based on the better ah@)Company's long-term credit ratings
assigned by Moody's and Standard & Poor's ratiegeigs, and (i) the Company's fixed charge coweratjo, pursuant to a pricing grid set
forth in the 2013 credit facility. The current aiggble margin is 0.795% for Eurocurrency Rate Loamd 0.00% for Base Rate Loans. As with
the 2010 credit facility, the 2013 credit faciltpntains provisions requiring us to maintain comuptie with certain covenants, including a
minimum fixed charge coverage ratio, which measaoresability to cover financing expenses. As of btaB1, 2013 , we were in compliance
with each of these covenants.

The indenture under which our $550 million of 1Gxy6.25% Senior Notes were issued also requirés m&intain compliance with certain
covenants, including limits on future liens ancesahd leaseback transactions on certain mateopepties. As of March 31, 2013 , we were in
compliance with each of these covenants.

Use of Cash

We expect to use our cash and short-term invessneriuding any potential future borrowings untter credit facility and our commercial
paper program, to invest in our core businessekjding product innovations and related marketimgp®rt, and other new business
opportunities related to our core businesses. Wiievgethat future cash flows generated from operatiand existing cash and short-term
investments, both domestically and internationalljl, be sufficient to finance capital requiremeifids our core businesses in those respective
markets as well as shareholder distributions ferftlieseeable future.

We consider the majority of undistributed earnin§sur foreign subsidiaries and equity investeesfadarch 31, 2013 to be indefinitely
reinvested and, accordingly, no US income or faereiithholding taxes have been provided on suchiegsn\We have not repatriated, nor do
we anticipate the need to repatriate, funds tdX8do satisfy domestic liquidity needs; howevertha event that we need to repatriate all or a
portion of our foreign cash to the US we would bbjsct to additional US income taxes, which couddhmterial. We do not believe it is
practical to calculate the potential tax impactagatriation, as there is a significant amountrafartainty around the calculation, including the
availability and amount of foreign tax creditsla time of repatriation, tax rates in effect, atiteo indirect tax consequences associated with
repatriation.

We may use our available cash resources to mak®gionate capital contributions to our equity noetland cost method investees. We may
also seek strategic acquisitions to leverage exjstapabilities and further build our businessupport of our growth agenda. Acquisitions n
include increasing our ownership interests in auity method and cost method investees. Any detssio increase such ownership interests
will be driven by valuation and fit with our ownéip strategy. Significant new joint ventures, asiiions and/or other new business
opportunities may require additional outside fuigdin

As discussed further in Note 10, we are in arbaratvith Kraft Foods Global, Inc. (how known as Kriaoods Group, Inc.) (“Kraft”) for a
commercial dispute relating to a distribution agneat we previously held with Kraft. As a part obsle proceedings Kraft has claimed dam
inclusive of a premium and interest for terminatihg arrangement. We believe we have valid claifmsaierial breach by Kraft under the
Agreement. We also believe Kraft's claim is highiflated and based upon faulty analysis. Howevssufl the arbitration result in an
unfavorable outcome, we believe we have adequzidlity.

Other than normal operating expenses, cash regeisnfor the remainder of fiscal 2013 are expetdambnsist primarily of capital
expenditures for remodeling and refurbishment fi @quipment upgrades for, existing company-opérstigres; new company-operated
stores; additional investments in manufacturingacép; and systems and technology investmentsdrsthres and in the support infrastructure
Total capital expenditures for fiscal 2013 are &tpé to be approximately $1.2 billion .

During the second quarter of fiscal 2013 , Starbugkard of Directors declared a quarterly cashdeiwd to shareholders of $0.21 per share tc
be paid on May 24, 2013 to shareholders of recsraf éhe close of business on May 9, 2013 . St&dbrepurchased 10.8 million shares of
common stock ( $544.1 million ) during the firstohguarters of fiscal 2013 under share repurchag®gzations. The number of remaining
shares authorized for repurchase as of March 3113 fflaled 26.4 million .

28




Table of Contents

Cash Flows

Cash provided by operating activities was $1.4dilfor the first two quarters of fiscal 2013 , qoamed to $575.6 million for the same period
in fiscal 2012 . The increase was primarily due teet decrease in working capital accounts, prigndriven by a decrease in inventories and
decreased payments on accounts payable.

Cash used by investing activities for the first tquarters of fiscal 2013 totaled $613.0 millioroppared to $287.0 million for the same perioc
in fiscal 2012 . The increase was primarily dueash paid to acquire Teavana and an increase italcagpenditures, primarily for remodeling
and renovating existing company-operated storeprding new retail stores, partially offset byed increase in cash received from
investment securities.

Cash used by financing activities for the first tqumarters of fiscal 2013 totaled $718.5 milliorompared to $11.9 million for the same period
in fiscal 2012 . The increase was primarily duardncrease in cash returned to shareholders throogmmon share repurchases and dividend
payments in the first two quarters of fiscal 20ABo contributing was an increase in minimum takhwoldings on share-based awards relatec
to the issuance of deferred shares to our chairprasjdent and ceo.

Contractual Obligations

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

Off-Balance Sheet Arrangements

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

Commodity Prices, Availability and General Risk Corditions

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

Seasonality and Quarterly Results

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

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

Item 3. Quantitative and Qualitative Disclosures About MagkRisk

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

Item 4. Controls and Procedure

We maintain disclosure controls and proceduresdtetiesigned to ensure that material informa#gopuired to be disclosed in our periodic
reports filed or submitted under the Securitiestaxge Act of 1934, as amended (the “Exchange Astigcorded, processed, summarized
reported within the time periods specified in tH&CS rules and forms. Our disclosure controls amat@dures are also designed to ensure tha
information required to be disclosed in the reparsfile or submit
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under the Exchange Act is accumulated and commigida our management, including our principal exige officer and principal financial
officer as appropriate, to allow timely decisiorgarding required disclosure.

During the second quarter of fiscal 2013 , we edrout an evaluation, under the supervision ankl thi¢ participation of our management,
including our chief executive officer and our chiiefancial officer, of the effectiveness of the id@sand operation of the disclosure controls
and procedures, as defined in Rules 13a-15(e) 8dd %(e) under the Exchange Act. Based upon treduation, our chief executive officer
and chief financial officer concluded that our diistire controls and procedures were effectivef #iseoend of the period covered by this re|
(March 31, 2013).

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

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

Item 1. Legal Proceeding

In the first quarter of fiscal 2011, Starbucks fieti Kraft Foods Global, Inc. (now known as Kraftdéls Group, Inc.) (“Kraft”) that we were
discontinuing our distribution arrangement with €i@n March 1, 2011 due to material breaches byftkifats obligations under the Supply
and License Agreement between the Company and, Kiatid March 29, 2004 (the “Agreement”), whichinked the main distribution
arrangement between the parties. Through our agraagt with Kraft, Starbucks sold a selection ofl8iaks and Seattle's Best Coffee brar
packaged coffees in grocery and warehouse clubsstbroughout the US, and to grocery stores in @arthe UK and other European
countries. Kraft managed the distribution, markgtisdvertising and promotion of these products.

Kraft denies it has materially breached the Agresm®n November 29, 2010, Starbucks received @aafi arbitration from Kraft putting the
commercial dispute between the parties into bindirmtration pursuant to the terms of the Agreemienaddition to denying it materially
breached the Agreement, Kraft further allegesiftfatarbucks wished to terminate the Agreementustitompensate Kraft as provided in the
Agreement in an amount equal to the fair valuéhefAgreement, with an additional premium of up $8@under certain circumstances.

On December 6, 2010, Kraft commenced a federalt @mtion against Starbucks, entitlécaft Foods Global, Inc. v. Starbucks Corporatioim
the U.S. District Court for the Southern Distri€tNew York (the “District Court”) seeking injunctivrelief to prevent Starbucks from
terminating the distribution arrangement until ffaeties’ dispute is resolved through the arbitraficmceeding. On January 28, 2011, the
District Court denied Kraft's request for injuneixelief. Kraft appealed the District Court's damisto the Second Circuit Court of Appeals. Or
February 25, 2011, the Second Circuit Court of Agipaffirmed the District Court's decision. As ault, Starbucks has been in full control of
our packaged coffee business since March 1, 2011.

While Starbucks believes we have valid claims ofemial breach by Kraft under the Agreement thaivadid us to terminate the Agreement anc
certain other relationships with Kraft without coemgation to Kraft, there exists the possibilityradterial adverse outcomes to Starbucks in th
arbitration or to resolve the matter. Although Krdisclosed to the press and in federal courtggia $750 million offer Starbucks made to
Kraft in August 2010 to avoid litigation and ensaremooth transition of the business, the figureoisa proper basis upon which to estimate a
possible outcome of the arbitration but was bagmhdacts and circumstances at the time. Krafttegbthe offer immediately and did not
provide a counter-offer, effectively ending theadissions between the parties with regard to anynpay. Moreover, the offer was made prior
to our investigation of Kraft's breaches and withmansideration of Kraft's continuing failure tonaply with material terms of the agreements.

On April 2, 2012, Starbucks and Kraft exchangedeeixgeports regarding alleged damages on theinadtive claims. Starbucks claimed
damages of up to $62.9 million from the loss oésaksulting from Kraft's failure to use commeityiatasonable efforts to market Starbu€ks
coffee, plus attorney fees. Kraft's expert opirteat the fair market value of the Agreement was $ill@n . After applying a 35%remium an
9% interest, Kraft claimed damages of up to $2ll#bhi, plus attorney fees. The arbitration hegriommenced on July 11, 2012 and was
completed on August 3. Starbucks presented evideihtrterial breaches on Kraft's part and soughtinal damages from Kraft for those
breaches. Kraft presented evidence denying it neached the parties' Agreement and sought dam&&2sbillion plus attorney fees. We
were expecting a decision from the Arbitrator ia thist half of fiscal 2013 but now expect a demisin the second half of fiscal 2013.
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At this time, Starbucks believes an unfavorableoute with respect to the arbitration is not probablt as noted above is reasonably
possible. As also noted above, Starbucks beliewekave valid claims of material breach by Kraftenthe Agreement that allowed us to
terminate the Agreement without compensation tdtkha addition, Starbucks believes Kraft's damaggmates are highly inflated and based
upon faulty analysis. As a result, we cannot reablynestimate the possible loss. Accordingly, resloontingency has been recorded for this
matter.

Starbucks is party to various other legal procegsiarising in the ordinary course of businessyiticlg certain employment litigation cases
have been certified as class or collective actibag,except as noted above, is not currently gyparany legal proceeding that management
believes could have a material adverse effect orcomsolidated financial position, results of opieras or cash flows.

Iltem 1A. Risk Factors

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

Item 2. Unregistered Sales of Equity Securities and UsdPobceed:s

The following table provides information regardirggpurchases of our common stock during the quartded March 31, 2013 :

Total Number Maximum
of Shares Number of
Purchased as Shares that May
Total Average Part of Publicly Yet Be
Number of Price Announced Purchased
Shares Paid per Plans or Under the Plans
Purchased Share Programs or Programs (2)
Period®
December 31, 2012 — January 27, 2013 75,000 $ 53.0( 75,00( 29,018,90
January 28, 2013 — February 24, 2013 — — — 29,018,90
February 25, 2013 — March 31, 2013 2,659,39. 55.4: 2,659,39 26,359,51
Total 2,734,39. $ 55.3¢ 2,734,39.

(1) Monthly information is presented by referete®ur fiscal months during the second quarteisafa 2013

(2) The share repurchase program is conducted audleorizations made from time to time by our Bbaf Directors. On March 24, 2010
we publicly announced the authorization of up t@dditional 15 million shares, on November 15, 2@&0publicly announced the
authorization of up to an additional 10 million sk on November 3, 2011 we publicly announcedttiborization of up to an
additional 20 million shares, and on November T, 2we publicly announced the authorization ofmpn additional 25 million shares.
These authorizations have no expiration date.
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Iltem 6. Exhibits

Exhibit
No.

Exhibit Description

Incorporated by Reference

Form

File No.

Date of
First Filing

Exhibit
Number

Filed
Herewith

2.1

3.1

3.2

10.1

311

31.2

32*

101

Agreement and Plan of Merger, dated as of Noverhhg2012
among Starbucks Corporation, Taj Acquisition Canpd
Teavana Holdings, Inc.

Restated Articles of Incorporation of Starbucksooation

Amended and Restated Bylaws of Starbucks Corpaoréfie
amended and restated through November 13, 2012)

Credit Agreement, dated February 5, 2013, amondp&tis
Corporation, Bank of America, N.A., in its capadity
Administrative Agent, Swing Line Lender and L/Cuss, and
the other Lenders from time to time a party thereto

Certification of Principal Executive Officer Pursudo Rule
13a-14 of the Securities Exchange Act of 1934, Als@ted
Pursuant to Section 302 of the Sarbanes-Oxley 2002

Certification of Principal Financial Officer Pursudo Rule
13a-14 of the Securities Exchange Act of 1934, Alspted
Pursuant to Section 302 of the Sarbanes-Oxley A2002

Certifications of Principal Executive Officer andriRipal
Financial Officer Pursuant to 18 U.S.C. Section@,3%s
Adopted Pursuant to Section 906 of the SarbanesyOixtt of
2002

The following financial statements from the Compgary0-Q
for the fiscal quarter ended March 31, 2013, fotethin
XBRL: (i) Condensed Consolidated Statements of iagm) (ii)
Condensed Consolidated Statements of Compreheimsiome,
(iif) Condensed Consolidated Balance Sheets, (endensed
Consolidated Statements of Cash Flows and (v) Notes
Condensed Consolidated Financial Statements

* Furnished herewith.
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10-Q

10-K

0-20322

0-20322

0-20322

0-20322

11/15/2012

5/12/2006

11/16/2012

2/8/2013

2.1

3.1

3.2

10.1
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SIGNATURES

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

April 30, 2013

STARBUCKS CORPORATION

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

Signing on behalf of the registrant and as
principal financial officer
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Exhibit 31.1

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

I, Howard Schultz, certify that:

1. | have reviewed this Quarterly Report on Fofrfor the fiscal quarter ended March 31, 201 $tarbucks Corporatic

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

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

4, The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€) Designed such disclosure controls and proesgor caused such disclosure controls and proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

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

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

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

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

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

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

April 30, 2013

/sl Howard Schultz

Howard Schultz
chairman, president and chief executive officer




Exhibit 31.2

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

I, Troy Alstead, certify that:

1. | have reviewed this Quarterly Report on Fofrfor the fiscal quarter ended March 31, 201 $tarbucks Corporatic

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

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

4, The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€) Designed such disclosure controls and proesgor caused such disclosure controls and proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

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

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

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

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

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

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

April 30, 2013
/sl Troy Alstead
Troy Alstead

chief financial officer
and chief administrative officer



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

In connection with the Quarterly Report of Startai€lorporation (“Starbucks”) on Form 10-Q for thecéil quarter ended March 31, 2013, as
filed with the Securities and Exchange Commissio\pril 30, 2013 (the “Report”), Howard Schultz,aitman, president and chief executive
officer, and Troy Alstead, chief financial officand chief administrative officer of Starbucks, eheheby certifies, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that, to his krealgk:

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

(2) the information contained in the Report faplgsents, in all material respects, the finaraaldition and results of operations of
Starbucks.
April 30, 2013

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

April 30, 2013

/sl Troy Alstead

Troy Alstead

chief financial officer

and chief administrative officer




