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PART I

Item 1. Business
General

Starbucks is the premier roaster and retailer e€igfty coffee in the world. Starbucks Corporatiees formed in
1985 and its common stock trades on the NASDAQ &l8elect Market (“NASDAQ”) under the symbol “SBUX.
Starbucks (together with its subsidiaries, “Stakstior the “Company”) purchases and roasts highiyuahole
bean coffees and sells them, along with fresh;biglwed coffees, Italian-style espresso beveramdd,blended
beverages, a variety of complementary food itensgl@ction of premium teas, and beverage-relateglsaories and
equipment, primarily through Company-operated tstares. Starbucks also sells coffee and tea ptedgnd
licenses its trademark through other channels asditensed retail stores and, through certaitsdicensees and
equity investees, Starbucks produces and sellsietyaf ready-to-drink beverages. All channelssidg the
Company-operated retail stores are collectivelywkmas specialty operations.

The Company'’s objective is to maintain Starbucksding as one of the most recognized and respbcaadis in
the world. To achieve this goal, the Company ptarsontinue disciplined global expansion of itsaileand licensed
store base, to introduce relevant new productdl itsahannels, and to selectively develop newncieds of
distribution. The Company’s Global Responsibilitsasegy and commitments related to coffee and dimencunities
it does business in, as well as its focus on bamgmployer of choice, are also key complemenits tousiness
strategies.

Segment Financial Information

Starbucks has three reportable operating segnardssach segment provided the indicated percenfagéal net
revenues for fiscal year ended September 27, 26864] 2009"): United States (“US”) (73%), Intetianal (19%)
and Global Consumer Products Group (“CPG”) (8%}hinfourth fiscal quarter of 2009, the Companyngfeal the
composition of its reportable segments. The US $eodce business, which was previously reportatiénusS
segment, is now reported in the CPG segment, esudt of internal management realignments withenws and
CPG businesses. Segment information for all prévigols presented has been revised to reflect ltsisge.

The US and International segments both include Gowyyoperated retail stores and certain componédrgsatialty
operations. Specialty operations within the USudellicensed retail stores and other initiativésteel to the
Company’s core business. International specialgrajions primarily consist of retail store licergsimperations in
nearly 40 countries and foodservice accounts irm@arand the United Kingdom (“UK"). The Internatibna
segment’s largest markets, based on number of Coyrpaerated and licensed retail stores, are Cadagan and
the UK. The CPG segment includes packaged coffdeem and other branded products sold worldwicduth
channels such as grocery stores, warehouse cladbsoawenience stores, and US foodservice accolRS.
operates a significant portion of its businessugtolicensing arrangements and joint ventures laitpe consumer
products business partners. This operating modetadges the business partners’ existing infrasirastand as a
result, the CPG segment reflects relatively lovemenues, a modest cost structure, and a resuitihgtoperating
margin, compared to the Company’s other two repgrsiegments, which consist primarily of retail stor

Financial information about Starbucks segmentsdhited in Note 18 to the consolidated financiateshents
included in Item 8 of this Annual Report on FormK@*10-K” or “Report”).
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Revenue Component:

Revenue components as a percentage of total restuwes and related specialty revenues for the fisaal ended
September 27, 2009:

% of % of
Total Net Specialty
Revenue Revenue Revenue
Compan-operated reta 84%
Specialty:
Licensing:
Retail store: 8 50%
Packaged coffee and t 4 23
Branded product <1 4
Total licensing 12 77
Foodservice and othe
Foodservice 4 23
Other initiatives <1 <1
Total foodservice and oth 4 23
Total specialty 16 10C%
Total net revenue 10C%
Company-operated and Licensed Retail Store Summargs of September 27, 2009
As a% of Total
As a% of Total International As a% of
Us US Stores International Stores Total Total Stores
Compan-operated store 6,764 61% 2,06¢ 38%  8,83: 53%
Licensed store 4,364 39 3,43¢ 62 7,80: 47
Total 11,12¢ 10C% 5,507 10% 16,63¢ 10C%

Starbucks mix of Company-operated versus licens@dssin a given market will vary based on sevietors.
Some of these factors include the ability to accesirable local retail space, the complexity axueeted ultimate
size of the market for Starbucks, and the abibitletzerage the Company’s support infrastructuranirexisting
geographic region.

Company-operated Retail Stores

The Company'’s retail goal is to become the leadétgiler and brand of coffee in each of its targatkets by
selling the finest quality coffee and related pratduand by providing each customer a uni§terbucks
Experience. TheStarbucks Experiende built upon superior customer service as wetllaan and well-maintained
Company-operated retail stores that reflect thegelities of the communities in which they operdtereby
building a high degree of customer loyalty.

Starbucks disciplined strategy for expanding itsbgl retail business is to increase its marketeshgarselectively
opening additional stores in existing markets, apgstores in new markets, and increasing salegisting stores,
to support its long term strategic objectives. &igmowth in specific existing markets will vary diwemany factors,
including the maturity of the market.

As described in more detail in Management’s Disicusand Analysis in this 10-K, Starbucks has taktgmumber of
actions in fiscal 2008 and 2009 to rationalizesttsre portfolio. These actions have included plansounced in
July 2008 and January 2009) to close a total of@pmately 800 Compangperated stores in the US, restructur
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Australia market, and close approximately 100 aoloil Company-operated stores internationally. Athe end of
fiscal 2009, nearly all of the approximately 800 &iSres, 61 stores in Australia and 41 storeshirrdinternational
markets have been closed. The remaining Interratidosures are expected to be completed by theefistal
2010.

Starbucks Company-operated retail stores accodioté#1% of total net revenues during fiscal 2009.
Summary of total Company-operated retail store tatthe periods indicated:

Net Stores Opened
(Closed) During the

Fiscal Year Ended® Stores Open as o
Sep 27, 200 Sep 28, 200 Sep 27, 200 Sep 28, 200
us@ (474) 44t 6,764 7,23¢
International®:
Canade 44 104 77E 731
United Kingdom 2 84 66€ 664
China 13 37 191 17¢&
Germany 13 27 144 131
Thailand 4 24 131 127
Singapore 7 12 64 57
Australia — (64) 23 23
Other 6 12 74 68
Total Internationa 89 23€ 2,06¢ 1,97¢
Total Compan-operatec (385) 681 8,832 9,217

(1) Store openings are reported net of clost

() Of the approximately 800 total US stores identifiedclosure, 566 stores and 205 stores were clivsfiscal
2009 and 2008, respective

() Starbucks restructured its Australia market byiolp$1 stores in fiscal 2008. Of the approximatedp
International stores (incremental to the Australa@sures in fiscal 2008) identified for closure,stdres were
closed in various markets in fiscal 20

Starbucks retail stores are typically located ghhiraffic, high-visibility locations. Because t@@mpany can vary
the size and format, its stores are located irear a variety of settings, including downtown andwsban retail
centers, office buildings and university campu3és Company also locates retail stores in seleat and off-
highway locations to serve a broader array of eusts outside major metropolitan markets. To progidgeater
degree of access and convenience for nonpedestr&iomers, the Company continues to selectivelpreap
development of drive-thru retail stores. At the efidiscal 2009, the Company operated approximaedp0 drive-
thru locations, representing approximately 35% ofmpany-operated stores in the US and Canada cothbine

Starbucks stores offer a choice of regular andféisnated coffee beverages, a broad selectioratiili-style
espresso beverages, cold blended beverages, iakeinstefreshment beverages, a selection of prer@am
distinctively packaged roasted whole bean coffapd,its recently launched soluble coffee Starbiiks ™ Ready
Brew (“VIA”). Starbucks stores also offer a varietfyfresh food items, including healthier choicéesgons
focusing on high-quality ingredients, nutritionalwe and great flavor. Food items include pastpespared
breakfast and lunch sandwiches, oatmeal, and satadegll as sodas, juices and bottled water. Stasbecontinues
to expand its food warming program in the US andd@a, with approximately three-quarters of theestén these
markets providing warm food items, primarily bresdtf sandwiches, as of September 27, 2009. A sateati
beverage-making equipment and accessories arsa@ltbin the stores. Each Starbucks store varigaduct mix
depending upon the size of the store and its logatiarger stores carry a broad selection of the@oy’s whole
bean coffees in various sizes and types of pacgagmwell as coffee and espresso-making equipareht
accessories. Smaller Starbucks stores and kioplaatly sell a full line of coffee beverages, ailied selection of
whole bean coffees and a smaller selection of eddfed beverage-related accessories.
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Retail sales mix by product type for Company-opdatores:

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200

Beverage! 76% 76% 75%
Food 18% 17% 17%
Coffee-making equipment and other merchanc 3% 4% 5%
Whole bean coffee 3% 3% 3%
Total 10C% 10% 10%

Starbucks Carc

The Starbucks Card program is designed to increasmer loyalty and the frequency of store visits
cardholders. Starbucks cards can be used in alp@oyroperated and most licensed stores in Northrismeand in
a growing number of international markets. The sdrave no expiration date and do not have anyiuitycfees.

Specialty Operations

Specialty operations strive to develop the Compabyands outside the Company-operated retail storgonment
through a number of channels. Starbucks stratefgyrisach customers where they work, travel, stimapdine by
establishing relationships with prominent thirdtjes that share the Company’s values and committoegiality.
These relationships take various forms, includiogrising arrangements, foodservice accounts aret otiiatives
related to the Comparg/core businesses. In certain situations, Starbluggsn equity ownership interest in licer
operations. During fiscal 2009, specialty revendsich include royalties and fees from licensessyall as
product sales derived from specialty operationspanted for 16% of total net revenues.

Licensing— Retail stores

In its licensed retail store operations which idguhe Starbucks and Seattle’s Best Coffee brane<;ompany
leverages the expertise of its local partners &ades the Company’s operating and store developexg@rience.
Licensee partners provide improved, and at timeotily, access to desirable retail space. Mostdiees are
prominent retailers with in-depth market knowle@gel access. As part of these arrangements, Starbecives
royalties and license fees and sells coffee, tdar@ated products for resale in licensed locati®meduct sales to
and royalty and license fee revenues from US ateiriational licensed retail stores accounted fé6 a0 specialty
revenues in fiscal 2009. Employees working in lssshretail locations are required to follow Staksudetailed
store operating procedures and attend trainingetasimilar to those given to employees in Compapgrated
stores.

Starbucks total licensed retail stores by regiath gpecific location at fiscal year end 2009:

Asia Pacific Europe/Middle East/Africa Americas

Japar 87t Turkey 122 us 4,36¢
South Kores 28¢ United Arab Emirate 91 Canads 262
China 283 Spain 76 Mexico 261
Taiwan 222 Greece 69 Other 69
Philippines 16C Saudi Arabie 68
Malaysia 11¢€ Kuwait 62
Indonesie 74 France 52
New Zealanc 42 Switzerland 47

U.K. 46

Other 151
Total 2,06z Total 78t Total 4,95¢

During fiscal 2009, net licensed store openingtuhed 35 in the US and 305 internationally.
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Licensing— Packaged coffee and te

Through a licensing relationship with Kraft Footis;. (“Kraft”), the Company sells a selection oafftucks and
Seattle’s Best Coffee branded packaged coffee§and® teas in grocery and warehouse club stores througheu
US. Kraft manages all distribution, marketing, atigeng and promotion of these products.

The Company sells packaged coffee and tea intemadly both directly to warehouse club stores, saglCostco
Wholesale Corporation, and to grocery stores thiauticensing relationship with Kraft in Canadee thK and
other European countries.

The Company’s coffees and teas are available inoappately 39,000 grocery and warehouse club stovith
33,500 in the US and 5,500 in International markeessenues from this category comprised 23% ofiaigc
revenues in fiscal 2009.

Licensing— Branded products

The Company licenses the rights to produce and eh&tarbucks branded products through severalgrattips
both domestically and internationally. Significdinensing agreements include:

« The North American Coffee Partnership, a joint veatwith the Pepstola Company in which Starbucks i
50% equity investor, manufactures and markets réadlyink beverages, including bottled Frappucéno
beverages and Starbucks DoubleS® espresso drinks in US and Cane

« licensing agreements for the manufacturing, mamkedind distribution of Starbucks Discoverfesa
ready-to-drink chilled cup coffee beverage, andliteks DoubleShdt espresso drinks in Japan and South
Korea;

« alicensing agreement with a partnership formetl/bijfever and Pepsi-Cola Company for the manufaatyri
marketing and distribution of Starbucks si-premium Taz® Teaready-to-drink beverages in the US; a

« alicensing agreement with Unilever for the mantifédng, marketing and distribution of Starbucksetip
premium ice cream products in the (

Collectively, the revenues from these branded prtsdaccounted for 4% of specialty revenues in Fi2089.

Foodservice

The Company sells whole bean and ground coffeekjding the Starbucks and Seatl®est Coffee brands, as v
as a selection of premium Ta2deas, VIA and other related products, to institadilcfoodservice companies that
service business and industry, education, heakhodfice coffee distributors, hotels, restauraaidines and other
retailers. The majority of the Company’s saleshis thannel come through national broadline distidn networks
with SYSCO Corporation, US Foodservite, and other distributors. The Company’s total favdice operations
had over 21,000 accounts, primarily in the USjstal year end 2009. Revenues from foodserviceuadso
comprised 23% of total specialty revenues in fiQ49.

Product Supply

Starbucks is committed to selling only the finesiole bean coffees and coffee beverages. To enempliance
with its rigorous coffee standards, Starbucks adsits coffee purchasing, roasting and packagind, the global
distribution of coffee used in its operations. W@mpany purchases green coffee beans from coffedping
regions around the world and custom roasts theits txacting standards for its many blends andesiaggin
coffees.

The supply and price of coffee are subject to §icgmt volatility. Although most coffee trades metcommodity
market, high-altitudarabicacoffee of the quality sought by the Company tendsade on a negotiated basis at a
substantial premium above commaodity coffee pridepending upon the supply and demand at the tirperchase
Supply and price can be affected by multiple factorthe producing countries, including weather,
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political and economic conditions. In addition, gmecoffee prices have been affected in the padtpay be
affected in the future, by the actions of certaigamizations and associations that have histoyieatempted to
influence prices of green coffee through agreemesitsblishing export quotas or by restricting cefepplies.

To help ensure sustainability and future supplitigh-quality green coffees and to reinforce the @any’s
leadership role in the coffee industry, Starbugksrates Farmer Support Centers in Costa Rica arzhé&av The
Farmer Support Centers are staffed with agronoraistissustainability experts who work with coffeenfing
communities to promote best practices in coffeelpetion designed to improve both coffee quality giedds.

The Company buys coffee using fixed-price and pricbe-fixed purchase commitments, depending orketar
conditions, to secure an adequate supply of quatiggn coffee. As of September 27, 2009, the Cognpad
$238 million of purchase commitments which, togetligh existing inventory, is expected to provideadequate
supply of green coffee through fiscal 2010.

The Company depends upon its relationships witfeegbroducers, outside trading companies and exysoir its
supply of green coffee. The Company believes, basaglationships established with its suppligs,risk of non-
delivery on such purchase commitments is remote.

In addition to coffee, the Company also purchaggsficant amounts of dairy products, particulafilyid milk, to
support the needs of its Company-operated retaiést The Compang’highest volume of dairy purchases are ir
US, Canada and the UK. For these markets, Starlmaokases substantially all of its fluid milk réguments from
six dairy suppliers. The Company believes, baserkationships established with these supplieesrigk of non-
delivery of sufficient fluid milk to support thesetail businesses is remote.

Products other than whole bean coffees and coBfgerhges sold in Starbucks retail stores are adahrough a
number of different channels. Beverage ingredietiisr than coffee and milk, including leaf teas #rel
Company’s selection of ready-to-drink beverages parrchased from several specialty suppliers, lysuater long-
term supply contracts. Food products, such as frastries, breakfast sandwiches and lunch iteregpaichased
from national, regional and local sources. Coffeakimg equipment, such as drip and coffee preseenfakers,
espresso machines and coffee grinders, are ggnptalthased directly from their manufacturers. Bage-related
accessories, including items bearing the Compdnygas and trademarks, are produced and distrithtedigh
contracts with a number of different suppliers. Th@mpany also purchases a broad range of papeplastit
products, such as cups and cutlery, from severapeaies to support the needs of its retail stosesal as its
manufacturing and distribution operations. The Canypbelieves, based on relationships establishédthése
suppliers and manufacturers, the risk of non-dejive remote.

Competition

The Company’s primary competitors for coffee begeraales are quick-service restaurants and speciadfee
shops. In almost all markets in which the Compamgscbusiness, there are numerous competitors gptalty
coffee beverage business, and management expiecsttiation to continue. The Company believes itisat
customers choose among specialty coffee retaitérsaply on the basis of product quality, servicelaonvenienct
as well as price. Starbucks has been experienceaay direct competition from large competitorshe US quick-
service restaurant sector and continues to facgetition from well-established companies in manginational
markets and in the US ready-to-drink coffee beveragrket.

The Company’s whole bean coffees and ground packegfféees compete directly against specialty caffemd
through supermarkets, club stores and speciakjleet. The Company’s whole bean coffees, its eoffeverages,
and its recently launched soluble coffee VIA, cotegrdirectly against all other coffees on the nearistarbucks
specialty operations face significant competitioomnt established wholesale and mail order suppl&nsie of whon
have greater financial and marketing resources ttiCompany.

Starbucks also faces competition from both restasrand other specialty retailers for prime rdtahtions and
qualified personnel to operate both new and exjsdiores.
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Patents, Trademarks, Copyrights and Domain Name

The Company owns and has applied to register numsdrademarks and service marks in the US and nyma
additional countries throughout the world. Somé¢hef Company’s trademarks, including Starbucks Staebucks
logo, Frappuccino, Seattle’s Best Coffee and Tarmamaterial importance to the Company. The domabf
trademark registrations varies from country to ¢gurHowever, trademarks are generally valid ang b&renewe
indefinitely as long as they are in use and/orrtregistrations are properly maintained.

The Company owns numerous copyrights for items sisgbroduct packaging, promotional materials, anest
graphics and training materials. The Company atddshpatents on certain products, systems and e dig
addition, the Company has registered and maintaingerous Internet domain names, including “Starbuodm”,
“Starbucks.net”, and “Seattlesbest.com.”

Research and Development

Starbucks research and development teams are sifsjecior the technical development of food anddrage
products and new equipment. The Company spent appately $6.5 million, $7.2 million and $7.0 milloduring
fiscal 2009, 2008 and 2007, respectively, on texdimesearch and development activities, in additiocustomary
product testing and product and process improvesriarall areas of its business.

Seasonality and Quarterly Results

The Company’s business is subject to seasonalfitions, including fluctuations resulting from theliday season.
The Company'’s cash flows from operations are camalaly higher in the first fiscal quarter than thenainder of
the year. This is largely driven by cash receive®tarbucks Cards are purchased and loaded dherptiday
season. Since revenues from the Starbucks Caré@ygnized upon redemption and not when purchasegonal
fluctuations on the consolidated statements ofiegsnare much less pronounced. Quarterly resudtaffiected by
the timing of the opening of new stores and thsinlp of existing stores. For these reasons, refrlany quarter
are not necessarily indicative of the results thay be achieved for the full fiscal year.

Employees

The Company employed approximately 142,000 peoplddwide as of September 27, 2009. In the US, Stded
employed approximately 111,000 people, with 105,jd00ompany-operated retail stores and the remaindbe
Company’s administrative and regional offices, atate development, roasting and warehousing opesati
Approximately 31,000 employees were employed oatsithe US, with 30,000 in Company-operated restaifes
and the remainder in the Compasiyégional support facilities and roasting and Wwausing operations. The num
of the Company’s employees represented by unionstisignificant. Starbucks believes its curretdtiens with its
employees are good.

Global Responsibility

Starbucks is committed to being a deeply respoagibmpany in the communities where it does busiaesmd the
world. The Company’s focus is on ethically sourdivigh-quality coffee, reducing its environmentapaets and
contributing positively to communities. Starbucki®lial Responsibility strategy and commitments ategral to th
Company’s overall business strategy. As a restatb8cks believes it delivers benefits to the Comypand its
stakeholders, including employees, business paitoastomers, suppliers, shareholders, communitgbees and
others. For an overview of Starbucks Global Resibditg strategy and commitments, please visit
www.starbucks.com.

Available Information

Starbucks 10-K reports, along with all other repatd amendments filed with or furnished to theuBes and
Exchange Commission (“SEC”), are publicly availafoée of charge on the Investor Relations sectioBtarbucks
website at http://investor.starbucks.com or at weew.gov as soon as reasonably practicable aftee thaterials
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are filed with or furnished to the SEC. The Comparprporate governance policies, code of ethicsBwoard
committee charters and policies are also postati@imvestor Relations section of Starbucks welzite
http://investor.starbucks.com. The information ba Company’s website is not part of this or anyeotieport
Starbucks files with, or furnishes to, the SEC.

Iltem 1A. Risk Factors

Starbucks is including this Cautionary Statememhéike applicable and take advantage of the saf®harovision:
of the Private Securities Litigation Reform ActX#95 (the “Act”) for forward-looking statements.i$h

10-K includes forward-looking statements within theaning of the Act. Forward-looking statements lzan
identified by the fact that they do not relatedlyito historical or current facts. They oftenlime words such as
“believes,” “expects,” “anticipates,” “estimatesihtends,” “plans,” “seeks” or words of similar nag, or future
or conditional verbs, such as “will,” “should,” “atd,” “may,” “aims,” “intends,” or “projects.” A foward-looking
statement is neither a prediction nor a guarantéetare events or circumstances, and those figueats or
circumstances may not occur. Investors should laaepundue reliance on the forward-looking statesjemhich
speak only as of the date of this Report. Thesedt-looking statements are all based on curreauhilable
operating, financial and competitive informatiordaare subject to various risks and uncertaintiee. Company’s
actual future results and trends may differ mallgridepending on a variety of factors, includingt oot limited to,
the risks and uncertainties discussed below.

If any of the risks and uncertainties describethancautionary factors described below actuallyuegcStarbucks
business, financial condition and results of openstcould be materially and adversely affectec fettors listed
below are not exhaustive. Other sections of thi&10clude additional factors that could materiadyd adversely
impact Starbucks business, financial condition rsdilts of operations. Moreover, Starbucks opetatasrery
competitive and rapidly changing environment. Newtérs emerge from time to time and it is not gaedior
management to predict the impact of all these faata Starbucks business, financial condition sults of
operation or the extent to which any factor, or boration of factors, may cause actual results fieidmaterially
from those contained in any forward-looking statateeGiven these risks and uncertainties, investoosiid not
rely on forward-looking statements as a predictibactual results. Any or all of the forward-loogistatements
contained in this 10-K and any other public statethmeade by Starbucks or its management may turtodag
incorrect. Starbucks expressly disclaims any obibigato update or revise any forward-looking stageis, whether
as a result of new information, future events teotise.

» Starbucks financial condition and results of operahs are sensitive to, and may be adversely afiéttg, a
number of factors, many of which are largely outgidhe Company’s control.

The Company'’s operating results have been in teegvad will continue to be subject to a numberaatdrs, many
of which are largely outside the Company’s contfaly one or more of the factors set forth belowldadversely
impact Starbucks business, financial condition endésults of operations:

* lower customer traffic or average value per tratisacwhich negatively impacts comparable storesanet
revenues, operating income, operating margins anureys per share, due

« the impact of initiatives by competitors and in@ea competition generall

 customers trading down to lower priced producthiniStarbucks, and/or shifting to competitors with
lower priced products

« lack of customer acceptance of new products oepricreases necessary to cover costs of new poduct
and/orhigher input costs

« unfavorable general economic conditions in the mi@rkn which Starbucks operates that adverselygtaffe
consumer spendin

 declines in general consumer demand for speciaffge products; o
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« adverse impacts resulting from negative publicitlyarding the Company’s business practices or thkthe
effects of consuming its produc

 cost increases that are either wholly or partiblyond the Compar’'s control, such a:

« commodity costs for commodities that can only beigléy hedged, such as fluid milk, and to a lesser
extent, high qualitarabicacoffee (See also the discussion ur“Product Suppl” in Item 1);

« labor costs such as increased health care coststadenarket wage levels and workers’ compensation
insurance cost:

« litigation against Starbucks, particularly classatlitigation;
 construction costs associated with new store oggnior

« information technology costs and other logistiedaurces necessary to maintain and support thalglob
growth of the Compar’s business

« delays in store openings for reasons beyond thep@owis control, or a lack of desirable real estatations
available for lease at reasonable rates, eithethath could keep the Company from meeting annwakst
opening targets and, in turn, negatively impactreeénues, operating income and earnings per <

» any material interruption in the Company’s supgtgio beyond its control, such as material inteitumpof
roasted coffee supply due to the casualty lossipiohthe Company’s roasting plants or the failuréthird-
party suppliers, or interruptions in service by coom carriers that ship goods within the Company’s
distribution channels, or trade restrictions, saslincreased tariffs or quotas, embargoes or cigsstom
restrictions; ant

« the impact on Starbucks business of factors suddbas discord, war, terrorism (including incidetasgeting
Starbucks), political instability in certain marketnd natural disaste

» The Company may not be successful in implementingportant strategic initiatives, which may have a tedal
adverse impact on its business and financial result

There is no assurance that the Company will betablaplement important strategic initiatives ircamdance with
its expectations, which may result in a materialesge impact on the Company’s business and finaresalts.
These strategic initiatives are designed to diwyiterm shareholder value and improve Starbuckdteeof
operations, and include:

« ongoing initiatives to improve the current statehef business by refocusing on the customer expezim
the stores, new products and store design elenamds)ew training and tools for the Company’s store
partners to help them give customers a superioergxpce;

« balancing disciplined global store growth while tireg target stor-level unit economics in a given mark

« executing a multi-channel advertising and marketiagnpaign to effectively communicate the Company’s
message directly to Starbucks consumers and pay e

« focusing on relevant innovation and profitable gitoywlatforms, such as the recent introduction afi8icks
soluble coffee, VIA

» Economic conditions in the US and certain Internatial markets could adversely affect the Comp’s busines
and financial results.

As a retailer that is dependent upon consumeretiscrary spending, the Company'’s results of opanatare
sensitive to changes in macro-economic conditiSterbucks customers may have less money for discegy
purchases as a result of job losses, foreclosbagdkruptcies, reduced access to credit and fatlorge prices. Any
resulting decreases in customer traffic or avekadige per transaction will negatively impact then@any’s
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financial performance as reduced revenues resshles de-leveraging which creates downward pressur
margins. There is also a risk that if negative eooic conditions persist for a long period of timensumers may
make longhlasting changes to their discretionary purchasigabvior, including less frequent discretionary pase:
on a more permanent basis.

* Failure to meet market expectations for Starbuchséncial performance will likely adversely affeché market
price and volatility of Starbucks stocl

The Company'’s failure to meet market expectatiaringyforward, particularly with respect to opergtimargins,
earnings per share, comparable store sales, amdvagtues, will likely result in a decline and/ociieased volatility
in the market price of Starbucks stock.

« Starbucks is highly dependent on the financial penmance of its US operating segme

The Company'’s financial performance is highly defesrt on its US operating segment, which comprised
approximately threguarters of consolidated total net revenues irafi2009. The Company continued to experie
negative traffic in its US stores in fiscal 200%ieh adversely affected the operating results efll® segment and
the Company as a whole. Although the US segmepgsating results improved in fiscal 2009 comparefiscal
2008 due to the Company’s restructuring effortgnifrovements in its financial performance do rmttnue, the
Company'’s business and financial results will aauni to be adversely affected.

* Starbucks is increasingly dependent on the sucagfsss International operating segment in order xhieve its
growth targets

The Company’s future growth increasingly dependshengrowth and sustained profitability of its Imtational
operating segment. Some or all of the Company#rihational market business units (“MBUs"), whicla®ucks
generally defines by the countries or regions iiclvithey operate, may not be successful in thedrajons or in
achieving expected growth, which ultimately regsiaehieving consistent, stable net revenues amihgar The
performance of the International operating segmeayt be adversely affected by economic downturrmor
more of the Company’s large MBUs. Additionally, sofactors that will be critical to the successriétnational
MBUs are different than those affecting the Compaiys stores and licensees. Tastes naturally wargdion, and
consumers in new international markets into whitdrt@icks and its licensees expand may not embracbusks
products to the same extent as consumers in th@&uyis existing markets. Occupancy costs and sfjpeeating
expenses are also sometimes higher internatiotielly in the US due to higher rents for prime sltocations or
costs of compliance with country-specific regulgtorquirements. Because many of the Company’sriatemal
operations are in an early phase of developmeetatipg expenses as a percentage of related revanei@ften
higher compared to US operations. The Company&ational operations are also subject to additimerent
risks of conducting business abroad, such as:

« foreign currency exchange rate fluctuatic

« changes or uncertainties in economic, legal, régotasocial and political conditions in the Compan
markets;

« interpretation and application of laws and regoladi

* restrictive actions of foreign or US governmeniatharities affecting trade and foreign investmémt|uding
protective measures such as export and custonescand tariffs and restrictions on the level oéign
ownership;

 import or other business licensing requireme
« the enforceability of intellectual property and tait rights;

« limitations on the repatriation of funds and foreigurrency exchange restrictiol
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« in developing economies, the growth rate in thdiporf the population achieving targeted levels of
disposable income may not be as fast as the Confpesggasts

« difficulty in staffing, developing and managing éogn operations, including ensuring the consistarfcy
product quality and service, due to distance, lagguand cultural differences; a

« local laws that make it more expensive and comfuexegotiate with, retain or terminate employs

Moreover, many of the foregoing risks are partidylacute in developing countries, which are impottto the
Company’s long-term growth prospects.

« Starbucks International operating segment is highdggpendent on the financial performance of its Cate
Japan and UK market.

Starbucks Canada, Japan and UK markets accouatsignificant portion of the net revenues and piatributior
of the Company’s International operating segmenty significant decline in the financial performarafeone of
these key markets may have a material adverse tropabe results of operations of the entire Iraéional
operating segment, if not partially or fully offd®t positive financial performance from the othgotmajor market:

« Starbucks faces intense competition in the spegiaibffee market, which could lead to reduced prabtlity.

A description of the general competitive conditiamsvhich Starbucks operates appears under “Cotig#tin
Item 1. In the US, the continued focus by one orenlarge competitors in the quick-service restatusantor on
selling high-quality specialty coffee beveragea &w cost has attracted Starbucks customers anld,dbthe
numbers become large enough, adversely affect thep@ny’s sales and results of operations. Similadytinued
competition from well-established competitors iteimational markets could hinder growth and advgrsiect the
Company'’s sales and results of operations in thuadets. The Company faces increased competitamn farger
well-known competitors which have greater resourbiezeasing competition from the US packaged eofed tea
and ready-to-drink coffee beverage markets couletietly affect the profitability of the CPG segmand the
Company’s results of operations. Given its premhmand, Starbucks may be impacted more severelyithan
competitors by customers trading down to lowergqaicoffee beverages and related products.

* A regional or global health pandemic could severelffect Starbucks busines

A health pandemic is a disease outbreak that spragitlly and widely by infection and affects mamgividuals in
an area or population at the same time. If a radionglobal health pandemic were to occur, dependpon its
duration and severity, the Company’s business cbeldeverely affected. Starbucks has positionetf @s a third
place between home and work where people can gatpether for human connection. Customers mighidavo
public gathering places in the event of a healtideanic, and local, regional or national governmemitght limit or
ban public gatherings to halt or delay the sprdatisease. A regional or global health pandemichinadso
adversely impact the Company’s business by digrgpir delaying production and delivery of materkis|
products in its supply chain and by causing stgffihortages in its stores. The impact of a healttdpmic on
Starbucks might be disproportionately greater thather companies that depend less on the gathefipeople
together for the sale, use or license of their petgland services.

» The Compan’s success depends substantially on the value oftagbucks brand

Starbucks believes it has built an excellent reriaglobally for the quality of its products, fdelivery of a
consistently positive consumer experience andt$ocdrporate social responsibility programs. Thet&tcks brand
has been highly rated in several global brand vsiudies. To be successful in the future, partitplautside of US,
where the Starbucks brand is less vkelbwn, management believes it must preserve, graleverage the value
the Starbucks brand across its sales channelsdBedue is based in part on consumer perceptiots avariety of
subjective qualities. Even isolated business imtgléhat erode consumer trust, particularly ifitteédents
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receive considerable publicity or result in litiget, can significantly reduce brand value. Consudeenand for the
Company’s products and its brand equity could dishirsignificantly if Starbucks fails to preserve tiuality of its
products, is perceived to act in an unethical aiadly irresponsible manner or fails to deliveransistently positive
consumer experience in each of its markets.

» The Compan’s business depends in large part on the succestsdfusiness partners and suppliers, and
Company'’s brand and reputation may be harmed byiauts taken by third parties that are outside of the
Company’s control.

The Company’s business strategy, including itspfan new stores, foodservice, branded productsoémet
initiatives, relies significantly on a variety aéénsee and partnership relationships, particulariis International
markets. Licensees are often authorized to us8tdmbucks logo and provide Starbucks-branded bgesrdood
and other products directly to customers. The Compaovides training and support to, and monithesdperation
of, these business partners, but the product gualid service they deliver to Starbucks customexg bbe
diminished by any number of factors beyond the Camys control, including financial pressures. Maemgnt
believes customers expect the same quality of mtsdand service from the Company'’s licensees asdbdrom
Starbucks and the Company strives to ensure cussdmage the same experience whether they visitrapaay-
operated or licensed store. Any shortcoming ofaalfsicks business partner, particularly an isswextiffg the
quality of the service experience or the safetgeferages or food, may be attributed by custonoeBtarbucks,
thus damaging the Company’s reputation and brahe\and potentially affecting the results of opiera.

The Company’s products and in particular, its c@f@d tea products, are sourced from a wide vasfetpmestic
and international vendors. The Company relies teriational vendors to provide high quality prodihett comply
with applicable laws. The Company’s ability to figdalified vendors who meet our standards and gyppiducts
in a timely and efficient manner is a significahttenge, especially with respect to goods souficed outside the
US. These issues could negatively impact the Cogipdnusiness and profitability.

* The loss of key personnel or difficulties recruiginand retaining qualified personnel could jeopardizhe
Company’s ability to meet its financial targets.

The Company’s success depends substantially ocotiteibutions and abilities of key executives attteo
employees, and on its ability to recruit and retd@gh quality employees to work in and manage $iekb stores.
Starbucks must continue to recruit, retain and vatéi management and other employees sufficiengiatain its
current business and support its projected grovibss of key employees or a significant shortafjeigh quality
store employees could jeopardize the Company’#yahil meet its financial targets.

« Effectively managing the Compar's growth is challenging

Effectively managing growth can be challengingipatarly as Starbucks expands into new marketsivationally,
where it must balance the need for flexibility andegree of autonomy for local management agdiestéed for
consistency with the Compamsygoals, philosophy and standards. Growth can ntakereasingly difficult to ensu
a consistent supply of high quality raw materitddpcate and hire sufficient numbers of key empks/to meet the
Company’s financial targets, to maintain an effecgystem of internal controls for a globally disgel enterprise
and to train employees worldwide to deliver a cstesitly high quality product and customer expemenc

* Adverse public or medical opinions about the headiffects of consuming the Compa’s products, as well
reports of incidents involving food-borne illnesses food tampering, whether or not accurate, cotdrm its
business.

Some Starbucks products contain caffeine, dairduxcts, sugar and other active compounds, the hefi#tbts of
which are the subject of increasing public scrutingluding the suggestion that excessive conswungf caffeine,
dairy products, sugar and other active compounddezal to a variety of adverse health effects. &lmais also been
greater public awareness that sedentary lifestgtaapined with excessive consumption of high-caléoods, have
led to a rapidly rising rate of obesity. Particlifan the US, there is increasing consumer awarenéhealth
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risks, including obesity, due in part to increagmudplicity and attention from health organizatioas well as
increased consumer litigation based on allegedradveealth impacts of consumption of various formtipcts.
While Starbucks has a variety of healthier choieednage and food items, including items that aneitocaffeine
and calories, an unfavorable report on the hedliéitts of caffeine or other compounds present éx@ompany’s
products, or negative publicity or litigation arigifrom other health risks such as obesity, coigidificantly reduce
the demand for the Company’s beverages and foatlipts.

Similarly, instances or reports, whether true dr nbunclean water supply, fodmbrne illnesses and food tamper
have in the past severely injured the reputatidre®mpanies in the food processing, grocery andlgservice
restaurant sectors and could in the future affexctQompany as well. Any report linking Starbuckshi® use of
unclean water, food-borne ilinesses or food tanmgecould damage its brand value, immediately andregy hurt
sales of its beverages and food products, andlgpdsad to product liability claims. Clean watsrdritical to the
preparation of specialty coffee beverages. The Gmyig ability to ensure a clean water supply teitses is
limited, particularly in some International locat® If customers become ill from food-borne illresghe Company
could also be forced to temporarily close someestan addition, instances of food-borne illnessef®od
tampering, even those occurring solely at the veatds or stores of competitors, could, by resglimnegative
publicity about the foodservice industry, adversaffect Starbucks sales on a regional or globakbAsdecrease in
customer traffic as a result of these health corxcer negative publicity, or as a result of a terappclosure of any
of the Company’s stores, could materially harmG@oenpany’s business and results of operations.

« Deterioration in operating performance could lead increased leverage, which may harm the Comg’s
financial condition and results of operation:

Any reduction in cash flow relative to the leveltbé Company’s financial obligations would resualéin increase in
leverage. Any increase in leverage could lead terifation in Starbucks credit ratings, which ablinit the
availability of additional financing and increase ¢ost of obtaining financing. In addition, anre&se in leverage
could raise the likelihood of a financial covenbrgach which in turn could limit the Company’s & existing
funding under its credit facility.

The Company'’s ability to satisfy its operating lkeabligations and make payments of principal aher@st on its
indebtedness depends on its future performanceil&tite Company experience deterioration in opegati
performance, it will have less cash flow availaioleneet these obligations. In addition, if suchedetation were to
lead to the closure of underperforming stores@Gbmpany would need to fund the costs of terminatioge leases.
If Starbucks is unable to generate sufficient dasl from operations in the future to satisfy théisancial
obligations, it may be required to, among othemgki

» seek additional financing in the debt or equity kets;

« refinance or restructure all or a portion of itdébtednes:

sell selected assets;
« reduce or delay planned capital or operating exipenes.

Such measures might not be sufficient to enablebGtks to satisfy its financial obligations. In #ah, any such
financing, refinancing or sale of assets mightb®available on economically favorable terms.

» Starbucks relies heavily on information technologyits operations, and any material failure, inadagcy,
interruption or security failure of that technologgould harm the Company'’s ability to effectively enate its
business.

Starbucks relies heavily on information technolsggtems across its operations, including for mamagé of its
supply chain, point-of-sale processing in its stpeind various other processes and transactioesCodmpany’s
ability to effectively manage its business and dowate the production, distribution and sale opitsducts depends
significantly on the reliability and capacity oftbe systems. The failure of these systems to @peffaictively,
problems with transitioning to upgraded or replaeatrsystems, or a breach in security of these sgstsuld
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cause delays in product sales and reduced effigciehthe Companygs operations, and significant capital investm
could be required to remediate the problem.

* Failure of the Company to comply with applicablewa and regulations could harm its business and firzzal
results.

Starbucks policies and procedures are designeaingly with all applicable laws and regulations,liming those
imposed by the SEC, NASDAQ), and foreign countrdeswell as applicable labor laws. Additional legadl
regulatory requirements, together with the fact theeign laws occasionally conflict with domedevs, increase
the complexity of the regulatory environment in elhthe Company operates and the related cost gblcaamae.
Failure to comply with the various laws and regolag may result in damage to Starbucks reputatieti,and
criminal liability, fines and penalties, increasaabt of regulatory compliance and restatementh®ftompany’s
financial statements.

Item 1B. Unresolved Staff Commen

None.
Item 2. Properties

Properties used by Starbucks in connection withoiésting and distribution operations:

Approximate Size Owned or
Location in Square Feet Leased Purpose
Kent, WA 332,00( Ownec Roasting and distributio
Kent, WA 215,00( Leaser  Warehoust
Renton, WA 125,00( Leaser  Warehoust
York County, PA 450,00( Ownec Roasting and distributio
York County, PA 298,00( Ownec  Warehoust
York County, PA 118,001 Leaser  Warehoust
Carson Valley, NV 360,00( Ownec Roasting and distributio
Sandy Run, S( 117,00( Ownec Roasting and distributio
Portland, OF 68,00( Leaser  Warehoust
Basildon, United Kingdor 142,00( Leaser  Warehouse and distributic
Amsterdam, Netherlanc 97,00( Lease! Roasting and distributio

The Company leases approximately 1.0 million sqéeeeof office space in Seattle, Washington fapoocate
administrative purposes. Also in Seattle, Washingtioe Company owns a 205,000 square foot offidkeling
(previously occupied by the Company, but now ledeaather parties) and an adjacent 285,000 sqoateoffice
building, which is currently being marketed fordea

As of September 27, 2009, Starbucks had more t/800& ompany-operated retail stores, almost allfaEh are
leased. The Company also leases space in appreymia0 additional locations for regional, distréeid other
administrative offices, training facilities and tge, not including certain seasonal retail stofagations.

Item 3. Legal Proceeding:

See discussion of Legal Proceedings in Note 1fi@é@onsolidated financial statements includedémI8 of this
Report.

Item 4. Submission of Matters to a VVote of Security Hold¢

No matters were submitted to a vote of securitglérd during the fourth fiscal quarter of 20
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Executive officers of the registrant

Executive officers of the Company:

Name Age Position

Howard Schult: 56 chairman, president and chief executive offi

Cliff Burrows 50 president, Starbucks Coffee |

Martin Coles 54 president, Starbucks Coffee Internatio

John Culvel 49 president, Global Consumer Products and Foodse

Michelle Gas: 41 president, Seatl's Best Coffet

Arthur Rubinfeld 55 president, Global Developme

Annie Youn¢-Scrivner 40 chief marketing office

Troy Alstead 46 executive vice president, chief financial officexdechief
administrative office

Paula E. Bogg 50 executive vice president, general counsel and &ag

Peter D. Gibbons 48 executive vice president, Global Supply Chain
Operations

Kalen Holmes 43 executive vice president, Partner Resou

Olden Lee 68 interim executive vice president, Partner Resou

Howard Schultis the founder of Starbucks and serves as the Coyigoehairman, president and chief executive
officer. Mr. Schultz has served as chairman ofltbard since the Company’s inception in 1985 ancehemed his
role as president and chief executive officer imuzay 2008. From June 2000 to February 2005, Miulz held the
title of chief global strategist. From November £38 June 2000, he served as chief executive offitem
November 1985 to June 1994, Mr. Schultz also seagqaresiden

Cliff Burrowsjoined Starbucks in April 2001 and has served asigent, Starbucks Coffee US since March 2008.
Mr. Burrows served as president, Europe, Middlet Bad Africa (EMEA) from April 2006 to March 200Ble
served as vice president and managing directorptili¢ to April 2006. Prior to joining Starbucks, MBurrows
served in various management positions with Habittigns Limited, a furniture and housewares mtail

Martin P. Colesjoined Starbucks in April 2004 as president, StekisuCoffee International, and, in July 2008,
reassumed this role, after having served as cpiefating officer from September 2007 to July 20®8or to joining
Starbucks, Mr. Coles served as an executive viesigent of Reebok International, Ltd. a sportsfiandss product
company, from December 2001 to February 2004. Roigyining Reebok International, Ltd., Mr. Colesldhseveral
executive level management sales and operatioritsopaswith NIKE Inc., Letsbuyit.com and Gatewawggl

John Culveljoined Starbucks in August 2002 and has servedessdent, Global Consumer Products and
Foodservice since September 2009. Mr. Culver semgezkecutive vice president; president, GlobalsQorer
Products, Foodservice and Seattle’s Best Coffan ffrebruary 2009 to September 2009. He previousiedeas
senior vice president; president, Starbucks Cofigia Pacific from January 2007 to February 2009, éne
president; general manager, Foodservice from AWZQRP to January 2007.

Michelle Gasgoined Starbucks in 1996 and has served as the Gayfgppresident, Seattle’s Best Coffee since
September 2009. Ms. Gass served as senior vicelpngsMarketing and Category from July 2008 to siober
2008, and then as executive vice president, Margetnd Category from December 2008 to Septembed.200
Ms. Gass previously served as senior vice presi@obal Strategy, Office of the ceo from Janugd@to July
2008, senior vice president, Global Product anch@faom August 2007 to January 2008, senior viessigent, and
U.S. Category Management from May 2004 to Auguf720/1s. Gass served in a number of other positiatis
Starbucks prior to 2004.
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Arthur Rubinfelcrejoined Starbucks in February 2008 as presiddotdb Development. Mr. Rubinfeld also serves
as president of AIRVISION LLC, an advisory firm seizing in brand positioning that he founded im@ 2002.
From March 2006 to February 2008, Mr. Rubinfeldsedras executive vice president, Corporate Straaegychief
development officer at Potbelly Sandwich WorksoPto 2002, Mr. Rubinfeld held several positionstore
Development at Starbucks.

Annie Youn-Scrivnerjoined Starbucks in September 2009 as chief manfetificer. Prior to joining Starbucks,
Ms. Young-Scrivner served as Chief Marketing Offiaad Vice President of Sales for Quaker FoodsSaratks, a
division of PepsiCo, Inc. From October 2006 to Naber 2008, she served as Region President of PepsiQds
for Greater China. From 2005 to 2006, Ms. YoBaivner served as Vice President of Sales foriRepBeverage
in Greater China. She also served in a numbertafrdéadership roles at PepsiCo prior to 2005.

Troy Alsteadoined Starbucks in 1992 and has served as execute president, chief financial officer and chief
administrative officer since November 2008. Mr.taksd previously served as chief operating offiSéarbucks
Greater China from April 2008 to October 2008, eerice president, Global Finance and Business @ijoers from
August 2007 to April 2008, and senior vice prestd@orporate Finance from September 2004 to Aug08vY.

Mr. Alstead served in a number of other senior pmss$ with Starbucks prior to 2004.

Paula E. Boggjoined Starbucks in September 2002 as executiveepiesident, general counsel and secretary. Prior
to joining Starbucks, Ms. Boggs served as viceigess, legal, for products, operations and infoioratechnology

at Dell Computer Corporation from 1997 to 2002.r&rb995 to 1997, Ms. Boggs was a partner with tiefian of
Preston Gates & Ellis (now K&L Gates). Ms. Boggeved in several roles at the Pentagon, White HanseUS
Department of Justice between 1984 and 1995.

Peter D. Gibbonjoined Starbucks in February 2007 and has servedesutive vice president, Global Supply
Chain Operations since July 2008. From February 20Q@uly 2008, Mr. Gibbons served as senior viesigent,
Global Manufacturing Operations. From March 199%ébruary 2007, Mr. Gibbons was executive viceigess,
Supply Chain, of The Glidden Company, a subsidiiC| Americas, Inc.

Kalen Holmegoined Starbucks in November 2009 as executive piesident, Partner Resources. Prior to joining
Starbucks, Ms. Holmes served as HR General Marfagéte Entertainment and Devices division at Mg
Corporation, a worldwide provider of software, see¢ and solutions, from December 2007 to Noverabés.
From December 2005 to December 2007, Ms. HolmesHiRa&eneral Manager for Microsoft's Server and Fool
Division. From September 2003 to December 2005ssiheed as HR General Manager for Microsoft's Coaf
Staff business unit. Prior to 2003, Ms. Holmes edras an HR leader at companies such as BristotdvBguibb
Company, PepsiCo, Inc., Enron Corporation, pcOcder, Inc., and Trilogy Inc., managing multiple gemqghies
and diverse business units.

Olden Leehas served as interim executive vice presidentnBaResources since April 2009. Mr. Lee has been a
Starbucks director since June 2003. Mr. Lee undekrtie role of interim head of Partner Resourceievthe
Company searched for an executive vice presidemtné& Resources. Mr. Lee will continue with then@any on

an interim basis to assist Ms. Holmes and enssreaoth transition. Prior to serving in his curresie, Mr. Lee
worked with PepsiCo, Inc. for 28 years in a varietyositions, including serving as senior vicespdent of human
resources of its Taco Bell division and senior \poesident and chief personnel officer of its KF@gdon.

There are no family relationships among any dimscto executive officers of the Company.
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PART Il
Item 5. Market for the Registrar's Common Equity, Related Shareholder Matters anduer Purchases ¢
Equity Securities
SHAREHOLDER INFORMATION
MARKET INFORMATION AND DIVIDEND POLICY
The Company’s common stock is traded on NASDAQ eurtide symbol “SBUX.”

Quarterly high and low closing sale prices per shdrthe Company’s common stock as reported by NAGQDor
each quarter during the last two fiscal years:

High Low

September 27, 200

Fourth Quarte $20.7¢  $12.9%

Third Quartel 15.3( 11.11

Second Quarte 12.3¢ 8.217

First Quartel 14.8i 7.17
September 28, 200

Fourth Quarte $16.92  $13.5¢

Third Quartel 18.6( 15.6¢

Second Quarte 20.47 16.8(

First Quartel 26.8¢ 20.0¢

As of November 13, 2009, the Company had approxin&i1,600 shareholders of record. This does rodticie
persons whose stock is in nominee or “street naanedunts through brokers.

Starbucks has never paid any dividends on its camstack. Any future decision to pay cash dividewilkbe at
the discretion of the Company’s Board of Directansl will be dependent on the Company’s operatimfppeaance,
financial condition, capital expenditure requirertsgrand other such factors that the Board of Dimsctonsiders
relevant.

ISSUER PURCHASES OF EQUITY SECURITIES

The following table provides information regardirgpurchases by the Company of its common stockduhe 13-
week period ended September 27, 2009:

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 )
Period @)
June 29, 200— July 26, 200¢ — — — 6,272,12!
July 27, 200¢<— August 23, 200! — — — 6,272,12!
August 24, 200‘— September 27, 20( 1,78 $18.6¢ — 6,272,12
Total 1,78C —

(U Monthly information is presented by reference ® @ompany’s fiscal months during the fourth quasfdiscal
20009.

(@ These amounts represent shares surrendered tmthga@y to pay the exercise price and/or to satisfy
withholding obligations in connection with stockaexercises of employee stock optic

(3 The Company'’s share repurchase program is conduaiel authorizations made from time to time by the
Company’s Board of Directors. The Board of Direstauthorized the repurchase of 25 million shareoofmon
stock (publicly announced on May 3, 2007) and latghorized the repurchase of up to five milliowliidnal
shares (publicly announced on January 30, 2008)h&teof these authorizations has an expiratioe.(

17




Table of Contents

Performance Comparison Graph

The following graph depicts the Compasiyotal return to shareholders from October 3, 208dugh September 2
2009, relative to the performance of the StandalRofr’s 500 Index, the NASDAQ Composite Index, el
Standard & Poor’s 500 Consumer Discretionary Seetpeer group that includes Starbucks. All indgteswn in
the graph have been reset to a base of 100 astolb€¥3, 2004, and assume an investment of $1@0atrdate and
the reinvestment of dividends paid since that datarbucks has never paid a dividend on its comstack. The
stock price performance shown in the graph is eeessarily indicative of future price performance.

-
$250 —&— Starbucks Corporation
#A— S&P 500
—8— NASDAQ Composile
200 1 —o—S&P Consumer [Yiscretionary
BI50

F100
£50
$D 1 1 1 1
10/3/2004 10/2/2005 1012006 Q30,2007 0282008 /2712009
10/3/04 | 10/2/05 | 10/1/06 | 9/30/07 | 9/28/08 | 9/27/09
Starbucks Corporatic $100.0C |$106.1C |$144.2: |$110.9° |$ 63.3¢ |$ 83.9¢
S&P 500 $100.0C |$112.2F |$124.37 |$144.8. |$112.9¢ |$105.1¢
NASDAQ Composite $100.0(C |$113.7¢ |$121.5( |$143.37 |$109.1¢ |$112.5¢
S&P Consumer Discretiona $100.0(C |$105.0F |$114.3F |$121.5¢ |$ 94.3¢ |$ 94.2¢
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Iltem 6. Selected Financial Dat:

In millions, except earnings per share and store fiormation

The following selected financial data are deriveahf the consolidated financial statements of thm@any. The
data below should be read in conjunction with “Mgerent’s Discussion and Analysis of Financial Ctadiand
Results of Operations,” “Risk Factors,” and the @amy’s consolidated financial statements and notes.

As of and for the Fiscal Year Endec®

RESULTS OF OPERATIONS
Net revenues
Compan-operated reta
Specialty:
Licensing
Foodservice and oth
Total specialty
Total net revenue

Operating incom(2

Earnings before cumulative effect of change in
accounting principle

Cumulative effect of accounting change for asset
retirement obligations, net of tax

Net earning:

Earnings per common share before cumulative effe

change in accounting princig— diluted (“EP<”)
Cumulative effect of accounting change for asset

retirement obligations, net of taxes — per common

share
EPS— diluted
Net cash provided by operating activit
Capital expenditures (additions to property, pkamd
equipment
BALANCE SHEET
Total asset
Shor-term borrowings
Long-term debt (including current portio
Shareholder equity
STORE INFORMATION
Percentage change in comparable store 3
United State:
Internationa
Consolidatec
Net stores opened (closed) during the y
United State:
Company— operated store
Licensed store
Internationa
Company— operated store
Licensed store

Total

9%
6%
8%

Sep 27, Sep 28, Sep 30, Oct 1, Oct 2,
2009 2008 2007 2006 2005
(52 Wks) (52 Wks) (52 Wks) (52 Wks) (52 Wks)
$8,180.. $ 8,771.¢ $7,998.0 $6,583.. $5,391.¢
1,222 1,171.¢ 1,026.: 860.€ 673.(

372.2 439.t 386.¢ 343.2 304.4
1,594.! 1,611.: 1,413.: 1,203.¢ 9774
$9.774.¢ $10,383.( $9,411.! $7,786.¢ $6,369.!
$ 562.C $ 503¢ $1,053.¢ $ 894.C $ 780.F

390.¢ 315k 672.¢ 581.t 494 ¢
— — — 17.2 —
$ 3906 $ 315%f $ 6726 $ 5647 $ 494«
$ 052 $ 04 $ 087 $ 07 $ 061
— — — 0.0z —
$ 052 $ 04 $ 08 $ 071 $ 0.61
$1,389.C $ 1,258." $1,331.. $1,131.t $ 922.¢
$ 445€6 $ 984rF $1,080.0 $ 771z $ 643.:
$5,576.6 $ 5,672.¢ $5,343.¢ $4,428.¢ $3,513.
— 713.C 710.c 700.( 277.C
549.¢ 550.3 550.¢ 2.7 3.€
$3,045.7 $ 2,490.¢ $2,284.. $2,228.! $2,090.!
(6)% (5)% 4% 7%
(2)% 2% 7% 8%
(6)% (3)% 5% 7%
(474 44r 1,06¢ 81( 58C
35 43¢ 725 73% 59¢€
89 23€ 28¢€ 24C 177
30¢ 55C 497 41€ 31¢
(45) 1,66¢ 2,571 2,19¢ 1,672
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Sep 27, Sep 28, Sep 30, Oct 1, Oct 2,
2009 2008 2007 2006 2005
As of and for the Fiscal Year Endec® (52 WKks) (52 Wks) (52 WKks) (52 WKks) (52 WKks)
Stores open at year er
United State!
Compan-operated store 6,764 7,23¢ 6,79 5,72¢ 4,91¢
Licensed store 4,36¢ 4,32¢ 3,891 3,16¢ 2,43t
Internationa
Compan-operated store 2,06¢ 1,97¢ 1,745 1,457 1,217
Licensed store 3,43¢ 3,13¢ 2,58¢ 2,08i 1,671
Total 16,63: 16,68( 15,01: 12,44( 10,24:

(1) The Compan'’s fiscal year ends on the Sunday closest to Seteatk

(2 Fiscal 2009 and 2008 results include pretax restring charges of $332.4 million and $266.9 million
respectively

®) Includes only Starbucks Compe-operated retail stores open 13 months or lor
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Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations
General

Starbucks Corporation’s fiscal year ends on thed@ymlosest to September 30. The fiscal years eoded
September 27, 2009, September 28, 2008 and Sept&mb2007 all included 52 weeks. Starbucks 204€kfiyear
will include 53 weeks, with the 58week falling in its fourth fiscal quarter. All refences to store counts, including
data for new store openings, are reported netlatiee store closures, unless otherwise noted.

Overview

Fiscal 2009 was a challenging year for Starbucke. Company was confronted with extraordinary ecan@nd
operating challenges in addition to facing an iasmegly competitive landscape. Although the glamnomy has
shown some signs of improvement recently, managereeagnizes the difficult economic situation thany
consumers are still facing and does not expectithsignificantly change over the course of fis2@10. This
challenging economic environment has strained aoesuliscretionary spending in the US and intermaiiy,
which in turn has impacted Company revenues, coatyp@istore sales, operating income and operatinginga
Starbucks responded to this difficult environmeithva more disciplined focus on operations andiitr@duction of
initiatives to permanently improve the Company’stcstructure. The result is an underlying busimesdel that is
less reliant on high revenue growth to drive pedfility, and that still preserves the fundamentisdrgyths and valut
of the Starbucks brand. The primary initiativeshis strategy include rationalizing the global C@nyp-operated
store portfolio, right-sizing the non-retail supporganization, and reducing the Company’s cosicsitire, while
renewing the focus on service excellence in theestand delivering relevant innovation.

Starbucks actions to rationalize its global starefplio have included the planned closure of ne&rD00 Company-
operated stores globally. At the end of fiscal 200%arly all of the approximately 800 US Compangraped stores,
61 stores in Australia and 41 Compaoperated stores in other International marketshiegh closed. The remain
International store closures are expected to beptaied by the end of fiscal 2010.

Initiatives targeting reductions in the Companydstestructure in fiscal 2009 proceeded as planwéh,full-year
costs of $580 million removed from the Company’stairucture. These targeted cost reductions ssuteted
operational efficiency efforts, along with a morefitable Company-operated store base, have motath &ks
toward a more sustainable business model, whilsepving the fundamental strengths and values dbithed. The
operational efficiency efforts are primarily focdsen store level execution and include improveffiasgamodels
and better management of waste in coffee, dairyfend.

Starbucks actions to improve the customer expegitawe resulted in a more focused effort towarskame
offerings, and simplifying the demands on storargas (employees), while concurrently raising alsehigh
standards for beverage and food offerings, custameice and the overall in-store experience. Tfexts of these
efforts have already been seen in the Company’sovag customer satisfaction scores.

Starbucks has a renewed focus on relevant prodoovation and the disciplined expansion and leviegadf its
existing products and sales channels. For exarSpdebucks VIA™ Ready Brew coffee was launched in fiscal 2009
and is designed to capture a significant sharetf the $21 billion global instant coffee categand the single-
serve market. The Company intends to drive salésmthe retail store base and CPG channels, Inathel US and
internationally.

The Company continues to maintain a solid finanfmahdation, with no short term debt outstandinthatend of
fiscal 2009 and with cash and liquid investmentaliog more than $650 million. This solid financfsition and
continued strong cash flow generation have provigidbucks with the financial flexibility to impleamt its
restructuring efforts as well as make ongoing itwesits in its core business.

Fiscal 2010 — The View Ahead

For fiscal 2010, the Company expects revenuesaw gr the low-to-mid single digits compared to 62009,
driven by modestly positive comparable store sads3rd fiscal week, and approximately 100 planned net new
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stores in the US and approximately 200 net nevestior International markets. Both the US and Iragomal net
new additions are expected to be primarily licerstedes.

Given these revenue expectations, combined witlCtrapany’s reduced cost structure, in-store opagati
efficiencies, and lower restructuring charges, [8teks currently expects significant improvemeritsrconsolidates
operating margin in fiscal 2010. Operating caskvffor fiscal 2010 is currently expected to reacpragimately
$1.4 billion and capital expenditures are expetvagnge from $500 million to $550 million.

Operating Segment Overview

Starbucks has three reportable operating segnig8tdnternational and CPG. The US foodservice mssinwhich
was previously reported in the US segment, is reported in the CPG segment, as a result of intenaalagement
realignments within the US and CPG businesses. 8egimformation for all prior periods presented baen
revised to reflect this change.

The US and International segments both include Gmyoperated retail stores and licensed retaiestdricensed
stores frequently have a higher operating margin thiompanyeperated stores. Under the licensed model, Stas
receives a reduced share of the total store resehué this is more than offset by the reductioitdrshare of costs
as these are primarily borne by the licensee. mternational segment has a higher relative shalieesfsed stores
versus Company-operated compared to the US seghmmgver, the US segment has been operating signify
longer than the International segment and has dpedldeeper awareness of, and attachment to,dheugks bran
and stores among its customer base. As a reselintdne mature US segment has significantly momestand
higher total revenues than the International segrfererage sales per store are also higher in ®ellk to various
factors including length of time in market and loce@ome levels. Further, certain market coststipaarly
occupancy costs, are lower in the US segment cardparthe average for the International segmenittwh
comprises a more diverse group of operations. ¥salt of the relative strength of the brand inltt& segment, the
number of stores, the higher unit volumes, anddiver market costs, the US segment, despite itsehicelative
percentage of Company-operated stores, has a hogkeating margin, excluding restructuring costantthe less-
developed International segment.

The Company’s International store base continuexpand and Starbucks has been focusing on acievin
sustainable growth from established internatioralk®ts while at the same time investing in emergiagkets, suc
as China, Brazil and Russia. The Company’s newernational markets require a more extensive suppor
organization, relative to the current levels oferewre and operating income.

The CPG segment includes packaged coffee andridather branded products operations worldwide,thadJS
foodservice business. For the packaged coffeeemdnd branded products, Starbucks operates pigirttaough
licensing arrangements and joint ventures withdargnsumer products business partners, most signify with
Kraft for distribution of packaged coffees and teasd The North American Coffee Partnership with Bepsi-Cola
Company for manufacturing and distribution of reaohdrink beverages. This operating model alloves@PG
segment to leverage the business partners’ existfragtructures and to extend the Starbucks biaad efficient
way. Most of the customer revenues from the padkagéfee and ready-to-drink products are recognazed
revenues by the licensed or joint venture busipassier, not by the CPG segment. Royalties and patgrirom ou
licensing agreements are recorded under licenswvenue, and the proportionate share of the resittse
Company’s joint ventures are included, on a neisba@sIncome from equity investees on the consaéd
statements of earnings. The US foodservice buss®sscoffee and other related products to irntsbital
foodservice companies with the majority of its salerough national broadline distribution networkee CPG
segment reflects relatively lower revenues, a miockest structure, and a resulting higher operatiaggin,
compared to the Company’s other two reporting segsyevhich consist primarily of retail stores.

Expenses pertaining to corporate administrativetfons that support the operating segments butatrepecifically
attributable to or managed by any segment arenchided in the reported financial results of theraging
segments. These unallocated corporate expenseasiéncértain general and administrative expenskdede
depreciation and amortization expenses, corpoesteucturing charges and amounts included in Netést incom:
and other and Interest expense on the consolidégéeinents of earnings.
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Acquisitions

See Note 19 to the consolidated financial statesnarthis 10-K.

RESULTS OF OPERATIONS — FISCAL 2009 COMPARED TO FISCAL 2008
Financial Highlights

» Consolidated operating income was $562 millionfigral 2009 compared to $504 million in fiscal 208&d
operating margin improved to 5.7% compared to 4i®%scal 2008. Cost reduction initiatives and teth
operational efficiency efforts contributed signéitly to the margin improvement, offset in parthigher
restructuring charges incurred in fiscal 2009 coragao fiscal 2008 as Starbucks continued its wonkationalize
its global store portfolio and support organizati

* EPS for fiscal 2009 was $0.52, compared to EP®af3reported in fiscal 2008. Restructuring chaiggsacted
EPS by approximately $0.28 per share in fiscal 28@®restructuring and other transformation costsacted EP
by approximately $0.28 in fiscal 20C

* Cash flow from operations was $1.4 billion in fis2809 compared to $1.3 billion in fiscal 2008, lehiapital
expenditures declined to $446 million in fiscal 2G8om $985 million in fiscal 2008. Available opéray cash
flow during fiscal 2009 was primarily used to redwghort-term borrowings to a zero balance in fi26&l9, down
from $713 million at the beginning of the fiscakye

» The Company realized approximately $580 milliomgductions to its cost structure in fiscal 200%hwhe
initiatives focused on store closures, headcowhiagons, il-store efficiencies and supply chain improveme

Consolidated results of operations (in millions):

Sep 27, Sep 28, Sep 27 Sep 28
Fiscal Year Endec 2009 2008 % Change 2009 2008
% of Total Net
Revenues
Net revenues
Compan-operated reta $8,180.. $ 8,771.¢ (6.7% 83.7% 84.5%
Specialty:
Licensing 1,222.0  1,171.t 4.3 12.t 11.2
Foodservice and oth 372.2 439. (15.9) 3.E 4.2
Total specialty 1,594 1,611.. (2.0 16.2 15.5
Total net revenues $9,774.¢ $10,383.! (5.9% 100.(% 100.(%

Company-operated retail revenues decreased fraa 2008, primarily attributable to a 6% declinecomparable
store sales, comprised of a 4% decline in trammastnd a 2% decline in the average value peracting. Foreign
currency translation also contributed to the decliith the effects of a stronger US dollar relativ¢he British
pound and Canadian dollar. The weakness in coraetidcomparable store sales was driven by the YR,
with a comparable store sales decline of 6% forytree. The International segment experienced a 8ne in
comparable store sales.

The Company derived 16% of total net revenues fthamnels outside the Company-operated retail stores
collectively known as specialty operations. Therdase in Foodservice and other revenue was pringué to the
softness in the hospitality industry.
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Sep 27,  Sep 28, % Sep 27 Sep 28
Fiscal Year Endec 2009 2008  Change 2009 2008
% of Total Net
—Revenues
Cost of sales including occupancy cc $4,324.¢ $4,645.0 (6.9% 44.2% 44.7%
Store operating expens 3,425.. 3,745.. (8.%) 35.C 36.1
Other operating expens 264.2 330.1 (19.9 2.7 3.2
Depreciation and amortization expen 534.7 549.: (2.9) 5.5 5.3
General and administrative expen 453.C  456.C (0.7 4.€ 4.4
Restructuring charge 332.4 266.¢ 24.t 3.4 2.€
Total operating expens 9,334.L 9,992.°7 (6.€) 95.t 96.2
Income from equity investet 121.¢ 113.€ 7.3 1.2 1.1
Operating income $ 562.C $ 503.¢ 11.5% 5.7% 4.8%
Supplemental ratios as a % of related rever
Store operating expens 41.%  42.7%
Other operating expens 16.€% 20.5%

Cost of sales including occupancy costs decreasedparcentage of revenues primarily due to théeimentation
of in-store operational efficiencies designed to reduodyct waste, and due to lower dairy costs in tBe partially
offset by higher coffee costs.

Store operating expenses as a percentage of Coropangtted retail revenues decreased primarily dueduced
headcount and spending in the regional supporinizgdon as a result of Starbucks restructuringrésf and the
effect of initiatives to improve store labor efécicies.

Restructuring charges include lease exit and rledsts associated with the actions to rationdfizeCompany’s
global store portfolio and reduce the global ctistcture. See Note 2 to the consolidated finarstetements for
further discussion.

Operating margin expansion was primarily due toitmgroved labor efficiency and reduced product wast
Company-operated stores, partially offset by inse€arestructuring charges.

Sep 27 Sep 28 % Sep 27 Sep 28
Fiscal Year Endec 2009 2008 Change 2009 2008
% of Total Net
Revenues
Operating incom: $562.C $503.¢ 11.5% 5.7% 4.2%
Interest income and other, r 36.2 9.C nm 0.4 0.1
Interest expens (39.1) (53.9) (26.9) 0.9 (0.5
Earnings before income tax 559.z 459.t 21.7 5.7 4.4
Income taxe:! 168.2 144.( 16.€ 1.7 14
Net earnings $390.6 $315.8 23.9% 4.C% 3.L%
Effective tax rate 30.1% 31.2%

Net interest income and other increased due priyniarthe impact of foreign currency fluctuations certain
balance sheet amounts. Also contributing to theeme were lower unrealized market value loss¢seon
Company'’s trading securities portfolio comparedigoal 2008. As described in more detail in Not® 3he
consolidated financial statements, the trading i$éesi approximate a portion of the Company’s li@punder its
Management Deferred Compensation Plan (“MDCP”). VH2CP liability also increases and decreases with
changes in investment performance, with this dfifsgimpact recorded in General and administra¢ixgenses on
the consolidated statements of earnings. Intergsrese decreased due to a lower average balastemfterm
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borrowings and lower average short term borrowatgs in fiscal 2009 compared to the prior yearthatend of

fiscal 2009, the Company had no short term debt.

The relatively low 2009 effective tax rate was ity due to a tax benefit recognized for retrozetiax credits an
an income tax credit related to the settlemennoérmployment tax audit in fiscal 2009. As a restilthe audit
settlement, approximately $17 million of expenses wecorded in Store operating expenses, with aeibiifig
income tax credit and no impact to net earning dffective tax rate for fiscal 2010 is expectetiédn the range

34% to 35%.

Operating Segments

Segment information is prepared on the same Hasigite Company’s management reviews financiarinéion
for operational decision making purposes. Starbbelssthree reportable operating segments: US pitienal and
CPG. Unallocated Corporate includes expenses parigio corporate administrative functions thatmupthe
operating segments but are not specifically attable to or managed by any segment and are neidedlin the
reported financial results of the operating segmedperating income represents earnings beforéniégest incom

and other, Interest expense and Income taxes.

The US foodservice business, which was previowghprted in the US segment, is now reported in tA& C
segment, as a result of internal management reaéigts within the US and CPG businesses. Segmemtriafion
for all prior periods presented has been revisadftect this change.

The following tables summarize the Company’s resoftoperations by segment for fiscal 2009 and 2008

millions).

United States

The US operating segment sells coffee and othezrages, complementary food, whole bean coffeescaffide
brewing equipment and merchandise primarily throGgmpany-operated retail stores. Specialty operatiaithin
the US include licensed retail stores and othéiatinies related to the Company’s core business.

Fiscal Year Endec

Net revenues
Compan-operated reta
Specialty:
Licensing
Other
Total specialty
Total net revenues

Sep 27, Sep 28, % Sep 27 Sep 28
2009 2008 Change 2009 2008
As a % of US
Total Net
Revenues
$6,572.0 $6,997.. (6.1)% 92.5% 92.9%
528.¢ 504.z 4.8 74 6.7
3.€ 30.1 (88.0) 0.1 0.4
532.t 534.: 0.3 7.5 7.1
$7,104.¢ $7,532.( (5.7% 100.% 100.(%
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Company-operated retail revenues decreased yeayeaeprimarily due to a 6% decrease in comparstole
sales, comprised of a 4% decrease in transactosa 2% decrease in average value per transaction.

Sep 27, Sep 28, % Sep 27 Sep 28
Fiscal Year Endec 2009 2008  Change 2009 2008
As a % of US Tota

Net Revenues

Cost of sales including occupancy cc $2,965.7 $3,206.. (7.5% 41.7% 42.¢%
Store operating expens 2,815.. 3,081.( (8.€) 39.¢ 40.€
Other operating expens 81.4 1115 (27.]) 1.1 155
Depreciation and amortization expen 378.1 395.2 (4.9 5.3 5.2
General and administrative expen 86.7 71z 21k 1.2 0.S
Restructuring charge 246.: 210.¢  16.¢ 3.5 2.8
Total operating expens: 6,573.. 7,076.f (7.]) 92.t 94.C
Income (loss) from equity investe 0.5 (1.3 nm — —
Operating income $ 531.6 $ 4542 17.1% 7.5% 6.C%
Supplemental ratios as a % of related rever
Store operating expens 42.%  44.(%
Other operating expens 15.2% 20.9%

Operating margin expanded primarily due to loweresbperating expenses, lower cost of sales inatpudccupanc
costs, and lower other operating expenses as argage of total revenues. This improvement wasgmilyndue to
operational changes designed to improve laborieffay and reduce product waste in Company-opesiteds, and
to lower non-store support costs. Partially ofisgtthe favorability were higher restructuring apes during the
year. The Company incurred higher lease exit alada® costs due to the higher number of actuatsttmsure:
compared to the prior year period.

International

The International operating segment sells coffabather beverages, complementary food, whole befiees, and
coffee brewing equipment and merchandise throughpamy-operated retail stores in Canada, the UKserdral
other markets. Specialty operations primarily inleluetail store licensing operations in nearly #®&ocountries ar
foodservice accounts, primarily in Canada and tKe The Company'’s International store base contiriaesxpand
and Starbucks expects to achieve a growing cotiibdrom established areas of the business whilkeasame
time investing in emerging markets and channelsiy# the Companyg International operations are in early st
of development that require a more extensive suppgeanization, relative to the current levels®fenue and
operating income, than in the US. This continuimgestment is part of the Company’s long-term, bagaplan for
profitable growth.

Sep 27, Sep 28, % Sep 27 Sep 28
Fiscal Year Endec 2009 2008 Change 2009 2008
As a % of
International
Total Net
Revenues
Net revenues
Compan-operated reta $1,608.( $1,774.. (9.49% 83.7% 84.2%
Specialty:
Licensing 266.2 274.¢ (3.2 13.€ 13.1
Foodservice and oth 46.2 54.4 (15.]) 2.4 2.€
Total specialty 312. 329.2 (5.2 16.5 15.7
Total net revenues $1,920.« $2,103.« (8.7)% 100.(% 100.(%
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Company-operated retail revenues decreased printhré to unfavorable foreign currency exchangesrate
particularly for the British pound and CanadianlaolPartially offsetting the decrease were therest store
openings of 89 Company-operated stores.

Specialty revenues decreased primarily due to woat softness in the hospitality industry and uofakle foreign
currency exchange rates.

Sep 27, Sep 28, % Sep 27 Sep 28
Fiscal Year Endec 2009 2008  Change 2009 2008
As a % of

International Total
Net Revenues

Cost of sales including occupancy cc $ 963.71 $1,054.C (8.60% 50.2% 50.1%
Store operating expens 610.C 664.1 (8.)) 31.¢ 31.€
Other operating expens 72.€ 88.E (17.¢ 3.8 4.2
Depreciation and amortization expen 102.t 108.¢ (5.8 5.3 5.2
General and administrative expen 105.( 113.C (7.)) b.5 5.4
Restructuring charge 27.C 19.z  40.€ 1.4 0.8
Total operating expens: 1,881.. 2,047.¢ (8.1 98.C 97.2
Income from equity investet 53.€ 54.z (1.1 2.8 2.€
Operating income $ 92¢3% 1100 (15.9% 4.8% 5.2%
Supplemental ratios as a % of related rever
Store operating expens 37.% 37.%%
Other operating expens 23.3% 26.9%

Operating margin decreased primarily due to highstructuring charges and higher store operatipgmses as a
percentage of total revenues. Restructuring chaxf®27.0 million recognized during the year ha&Dabasis point
impact on operating margin compared to the priarydue to the previously announced store clostitigher store
operating expenses as of percentage of Compangtegeretail revenues were driven by an increastoire
impairment charges and a decline in sales levaragacting salaries and benefits. Partially offegttihe decrease
operating margin were lower other operating expedse to headcount reductions in the non-storestipp
functions.

Global Consumer Products Group

CPG's licensing revenue is from selling a selectibwhole bean and ground coffees and premium Paeas
through licensing arrangements in US and internatimarkets, and also producing and selling a iaage
ready-to-drink beverages through its joint ventumed marketing and distribution agreements. Thdgeovice
revenue is from the US foodservice business, wbétls coffee and other related products to intitu
foodservice companies with the majority of its salerough national broadline distribution networks.

Sep 27 Sep 28 % Sep 27 Sep 28
Fiscal Year Endec 2009 2008 Change 2009 2008
As a % of CPG
Total Net
Revenues
Net revenues
Licensing $427.2 $392.¢ 8.8% 57.(% 52.5%
Foodservice 322.« 355.C (9.9 43.C 47.5
Total specialty $749.€¢ $747.€ 0.2% 100.(% 100.(%
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Total net revenues increased primarily due to higbeenues from packaged coffees, partially offselower
foodservice revenues caused by continued softnasg ihospitality industry.

Sep 27 Sep 28 % Sep 27 Sep 28

Fiscal Year Endec 2009 2008 Change 2009 2008
As a % of CPG

Total Revenues

Cost of sale: $395.5 $385.( 27% 52.8% 51.5%
Other operating expens 110.1 129.¢ (15.9 14.7 17.4
Depreciation and amortization expen 5.7 6.2 (9.5 0.8 0.8
General and administrative expen 8.8 7¢ 11/ 1.2 1.1
Restructuring charge 0 — nm 0.1 —
Total operating expens 521.1 529.1 (1.5 69.5 70.¢
Income from equity investet 67.€6 60.7 11.7 9.C 8.1
Operating income $296.% $279.2 6.1% 39.5% 37.2%

Growth of operating margin was primarily due to @vether operating expenses in the foodservicenbasidue to
lower compensation costs and lower marketing exgens
Unallocated Corporate

Unallocated corporate expenses pertain to corpadtenistrative functions that support, but are spxcifically
attributable to the Company’s operating segments.

Sep 27, Sep28, % Sep 27 Sep 28
Fiscal Year Endec 2009 2008 Change 2009 2008
As a % of Total Net
___Revenues
Depreciation and amortization expen $ 484 $ 38.& 24.1% 0.5% 0.4%
General and administrative expen 252.58 263.¢ (4.3 2.€ 2.5
Restructuring charge 58.1 36.6 57.¢ 0.€ 0.4
Operating loss $(359.0 $(339.5) (.1 (B.N)% (3.39%

Total unallocated corporate expenses increasedaphymas a result of restructuring charges incufaeccorporate
office facilities that were no longer occupied bg ICompany due to the reduction in positions with@anon-store
support organization.

RESULTS OF OPERATIONS — FISCAL 2008 COMPARED TO FISCAL 2007

Consolidated results of operations (in millions):

Sep 28, Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007 Change 2008 2007
% of Total Net
Revenues
Net revenues
Compan-operated reta $ 8,771.¢ $7,998.: 9.7% 84.5% 85.(%
Specialty:
Licensing 1,171.¢ 1,026.0 14.2 11.2 10.€
Foodservice and oth 439.k 386.¢ 13.¢ 4.2 4.1
Total specialty 1,611.0 1413 14.C 15.F 15.C
Total net revenues $10,383.( $9,411.! 10.2% 100.(% 100.(%
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Net revenues for the fiscal year ended 2008 inexkdsie to growth in both Compeé-operated retail revenues and
specialty operations.

During fiscal 2008, Starbucks derived 84% of toted revenues from its Company-operated retail st@@empany-
operated retail revenues increased, primarilylaitable to the opening of 681 new Company-openatd stores
in fiscal 2008, offset by negative 3% comparabteessales for the same period. Revenue growth lwagsthan in
previous years due to a combination of decliningngarable store sales and a decrease in the nurhbet ew
stores opened during fiscal 2008. The weaknesgrieatidated comparable store sales was drivendyth
segment, which posted a comparable store saleme@t|5% for the year. Partially offsetting thigasv2%
comparable store sales growth in the Internatisagiment. Within fiscal 2008, consolidated quartezlyenue
growth decelerated each quarter and comparable sabes declined each quarter, reflecting the aggetiallenging
economic conditions in the US.

The Company derived the remaining 16% of totalreeénues from specialty operations. Licensing raesn
increased primarily due to higher product salesragdlty revenues from the opening of 988 new lgszhretail
stores in fiscal 2008. The increase in Foodseriaother revenues was primarily driven by growthéw and
existing accounts in the foodservice businessenuis.

Sep 28.  Sep 30. % Sep 28 Sep 30

Fiscal Year Endec 2008 2007 Change 2008 2007
% of Total Net
__ Revenues

Cost of sales including occupancy cc $4,645.0 $3,999.. 16.2%  44.1% 42.5%
Store operating expens 3,745.. 3,215¢ 16.F 36.1 34.2
Other operating expens 330.1 294.; 122 3.2 31
Depreciation and amortization expen 549.F  467.. 17. 5.3 5.C
General and administrative expen 456.C 489.: (6.9 4.4 5.2
Restructuring charge 266.¢ — nm 2.€ —
Total operating expens 9,992." 8,465.t 18.C 96.2 89.¢
Income from equity investet 113.€ 108.( 5.2 1.1 1.1
Operating income $ 503.¢ $1,053.¢ (52.2% 4.9% 11.2%
Supplemental ratios as a % of related rever
Store operating expens 42.1% 40.2%
Other operating expens 20.5% 20.8%

Since many of the Company’s operating expensefixae in nature, the softness in US revenues duistgl 2008
impacted nearly all consolidated and US segmeniatipg expense line items when viewed as a pergerifsales
and pressured operating margins.

Cost of sales including occupancy costs increasiethply due to higher distribution costs and highent expenses
as a percentage of revenues. Store operating eepassa percentage of Compamperated retail revenues increa
primarily due to higher payroll expenditures asecpntage of revenues coupled with impairment gioms in the
US business, primarily driven by the slowdown injpcted store openings. Depreciation and amontimakpenses
increased primarily due to the opening of 681 neMn@any-operated retail stores in fiscal 2008. Galreard
administrative expenses decreased primarily di@aer payroll-related expenses. Restructuring obsiigclude
asset impairment, lease exit and severance cdstselcosts are associated with the closure of pederming
stores in the US and Australia, and the rationatineof the Company’s leadership structure and stone
organization.
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Operating margin compression was primarily duetedr revenues; in addition, restructuring chargeeanted for
approximately 40% of the decrease.

Sep 28 Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007  Change 2008 2007
% of Total Net
_Revenues
Operating incomi $503.¢ $1,053.¢ (52.2% 4% 11.7%
Interest income and other, r 9.C 40.4  (77.9) 0.1 0.4
Interest expens (53.9 __ (38.0) 40.= 0.9 0.9
Earnings before income tax 459.5 1,056.. (56.5) 4.4 11.2
Income taxe: 144.( 383.7 (62.5) 1.4 4.1
Net earnings $315.E $ 6726 (53.)%  3.C% 7.1%

Net interest income and other decreased due ptinmarunrealized market value losses on the Com'’s trading
securities portfolio. The trading securities apjimate a portion of the Company’s liability undex MDCP plan.
The MDCP liability also increases and decreases ghianges in investment performance, with thisetffifsg impac
recorded in General and administrative expensdbenonsolidated statements of earnings. Intergsrse
increased due to the Company’s issuance of $53®mdf 10-year 6.25% Senior Notes in August ot&is2007.

Income taxes for fiscal 2008 resulted in an effextax rate of 31.3% compared to 36.3% for fis€dl2 The lower
rate was due to the higher proportion of incomeeaiin foreign jurisdictions which have lower tates, as well as
an increase in the domestic manufacturing deduéiomanufacturing activities in the US.

United States

Sep 28, Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007 Change 2008 2007
As a % of US
Total Net
Revenues
Net revenues
Compan-operated reta $6,997." $6,560.¢ 6.7%  92.9% 93.4%
Specialty:
Licensing 504.2 439.1 14.¢ 6.7 6.3
Other 30.1 22.¢ 314 0.4 0.3
Total specialty 534.: 462.C 15.¢ 7.1 6.€
Total net revenues $7,532.0C $7,022.¢ 7.2% 100.(% 100.(%
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Company-operated retail revenues increased priyndui to the opening of 445 new Compamerated retail stor
in fiscal 2008, partially offset by a 5% decreaseamparable store sales for fiscal 2008. The USiamyoperatet
retail business continued to experience deteringatiends in transactions during the year, drivethe US
economic slowdown. Licensing revenues increasedayily due to higher product sales and royalty ress as a
result of opening 438 new licensed retail storefisital 2008.

Sep 28, Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007  Change 2008 2007
As a % of US Tota

Net Revenues

Cost of sales including occupancy cc $3,206.: $2,804.( 14.T% 42.€% 39.9%
Store operating expens 3,081.( 2,684.. 14.t 40.€ 38.2
Other operating expens 111.5 104.t 6.8 1.5 1.5
Depreciation and amortization expen 395« 341.7 15.7 5.2 4.9
General and administrative expen 71.2 84.1 (15.9 0.¢ 1.2
Restructuring charge 210.¢ — nm 2.8 —
Total operating expens 7,076.! 6,018.8 17.€ 94.C 85.7
Income (loss) from equity investe (1.3 0.8 nm — —
Operating income $ 454.2 $1,005.. (54.9% 6.L% 14.2%
Supplemental ratios as a % of related rever
Store operating expens 44.(% 40.%
Other operating expens 20.¢%  22.6%

Operating margin contracted significantly primaudlye to restructuring charges incurred and to soétenues due
to weak traffic, as well as higher cost of saleduding occupancy costs and higher store operatkpgnses as a
percentage of revenues. Restructuring chargesidf.$2nillion had a 280 basis point impact on therafing
margin. The increase in cost of sales includingupaacy costs was primarily due to higher distrimittosts and
higher rent expenses as a percentage of revenigtgert$tore operating expenses was due to ther safies, higher
payroll-related expenditures, and charges from elarng future store sites and asset impairments.

International
Sep 28.  Sep 30. % Sep 28. Sep 30.
Fiscal Year Endec 2008 2007  Change 2008 2007
As a % of International
Total Net
Revenues
Net revenues
Compan-operated reta $1,774.. $1,437.« 23.1% 84.2% 84.71%
Specialty:
Licensing 274.¢  220.¢ 24. 13.1 13.C
Foodservice and oth 54.4 37.¢ 43k 2.€ 2.2
Total specialty 329.z 258.f 27.2 15.7 15.2
Total net revenues $2,103.« $1,696.: 24.(% 100.(% 100.(%

Company-operated retail revenues increased dueetogening of 236 new Company-operated retail stioréscal
2008, favorable foreign currency exchange ratésgrily on the Canadian dollar, and comparableestales
growth of 2% for fiscal 2008. In the fourth quartéifiscal 2008, Compangperated retail revenues grew at a slc
rate year-over-year of 12% and comparable stoes se¢re flat compared to the same quarter in f@@¥, both
driven by slowdowns in the UK and Canada, due ¢ovthakening global economy.
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Specialty revenues increased primarily due to higheduct sales and royalty revenues from openbiyriew
licensed retail stores in fiscal 2008.

Sep 28, Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007 _ Change 2008 2007
As a % of International
Total Net
Revenues
Cost of sales including occupancy cc $1,054.($ 8246 27.8% 50.1% 48.6%
Store operating expens 664.1 531.7 24.C¢ 31.€ 31.:
Other operating expens 88.t 69.¢ 26.€ 4.2 4.1
Depreciation and amortization expen 108.¢ 84.2 29. 5.2 5.C
General and administrative expen 113.C 93.6 20.t 5.4 h.5
Restructuring charge 19.2 — nm 0.9 —
Total operating expens 2,047.¢ 1,604.: 27.€ 97.2 94.€
Income from equity investet 54.2 457 18.t 2.6 2.7
Operating income $ 110.C$ 1377 (20.)% 5.2% 8.1%
Supplemental ratios as a % of related rever
Store operating expens 37.4% 37.(%
Other operating expens 26.% 27.(%

Operating margin decreased primarily due to higlst of sales including occupancy costs drivendtinued

expansion of lunch and warming programs in Canlidger distribution costs, and higher building neirance
expense due to store renovation activities. Intamdirestructuring charges of $19.2 million recizgd in fiscal

2008 had a 90 basis point impact on the operatiagyim, nearly all due to the closure of 61 Compapgrated

stores in Australia.

Global Consumer Products Group

Sep 28 Sep 30 % Sep 28, Sep 30,
Fiscal Year Endec 2008 2007  Change 2008 2007
As a % of CPG Total Net
Revenues
Net revenues
Licensing $392.€ $366.2 7.2% 52.5% 52.%
Foodservice 355.C 326.] 8.S% 47.F 47.1
Total specialty $747.€ $692.¢  8.C% 100.(% 100.(%
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Foodservice revenues increased primarily due tevtirin new and existing foodservice accounts, @&®hking
revenue increased due to higher royalties and ptcdles in the international ready-to-drink busgand increased
sales of US packaged tea and International clukguped coffee.

Sep 28 Sep 30 % Sep 28 Sep 30
Fiscal Year Endec 2008 2007 Change 2008 2007
As a % of CPG
Total Net
Revenues
Cost of sale: $385.( $370.t 3.9% 51.5% 53.5%
Other operating expens 129.¢ 119.¢ 8.4 17.4 17.c
Depreciation and amortization expen 6.3 6.6 (4.5 0.8 aL{e
General and administrative expen 7.8 8.1 (2.5 1.1 1.2
Total operating expens 529.1 505.( 4.8 70.¢ 72.¢
Income from equity investet 60.7 61t (1.3 8.1 8.8
Operating income $279.2 $248.¢ 12.2% 37.2% 35.9%

Growth of operating margin was primarily due to éweost of sales as a percentage of revenuesalpadifset by
lower income from equity investees. Lower costalés was primarily due to a sales mix shift to numafitable
products.

Unallocated Corporate

Sep 28, Sep 30, % Sep 28 Sep 30
Fiscal Year Endec 2008 2007 Change 2008 2007
As a % of
Total Net
Revenues
Depreciation and amortization expen $ 388 % 347 11.&% 0.4% 0.4%
General and administrative expen 263.¢ 303.2 (13.0 2.5 3.2
Restructuring charge 36.¢ — nm 0.4 —
Operating los: $(339.5) $(337.9) 0.5% (3.9% _(3.0%

Total unallocated corporate expenses remainedvelaflat due to lower payroll-related expenditsiy@hich were
offset by restructuring charges incurred for cogpeffice facilities that were no longer occupidthe Company
due to the reduction in positions within Starbulgedership structure and non-store organization.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

The Company’s existing cash and liquid investmergse $666.1 million and $322.3 million as of Sepbem27,
2009 and September 28, 2008, respectively.

The Company manages its cash and liquid investniematisier to internally fund operating needs andena
scheduled interest and principal payments on itsoldngs.

Included in the cash and liquid investment balarareshe following:

« A portfolio of unrestricted trading securities, dg®d to hedge the Compasyiability under the MDCP. Tt
value of this portfolio was $44.8 million and $4%llion as of September 27, 2009 and Septembe2@83,
respectively. The decrease was primarily drivenéglines in market values of the underlying eqfityds.
See Note 3 for further detai

» Unrestricted cash and liquid securities held withiea Company’s wholly owned captive insurance campa
to fund claim payouts. The value of these unrdasticash and liquid securities was approximately
$11.8 million and $24.0 million as of September 2009 and September 28, 2008, respecti
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As of September 27, 2009, the Company had $92libmihvested in available-for-sale securities.lliged in
available-for-sale securities were $55.7 millioraattion rate securities (“ARS”), compared with $8illion of
ARS held as of September 28, 2008, with the deerdas to calls of individual securities. As desetilin more
detail in Note 3, while the ongoing auction failsirgill limit the liquidity of these investments feome period of
time, the Company does not believe the auctionriad will materially impact its ability to fund itgorking capital
needs, capital expenditures or other businessresgants.

Credit rating agencies currently rate the Compahgisowings as follows:

Description Standard & Poor’s Moody’s
Shor-term deb A-2 P-3
Senior unsecured lo-term debt BBB Baa:
Outlook Stable Stable

On August 28, 2009, Standard and Poor’s Ratinggi&er revised its outlook on the Company’s creatings to
stable from negative based on improved credit wetand stabilizing performance. The rating agetsy affirmed
the BBB corporate credit rating on the Company iaiskd the short-term rating to A-2 from A-3 to faom with
the stable rating outlook. As a result of the Moed3-3 shortterm rating issued in May 2009, commercial papsi
become less liquid and more expensive than borigwirder the Company’s credit facility. Consequerttig
Company utilized its credit facility for almost alort-term borrowing needs subsequent to May 2@0he latter
half of the year the Company reduced its total tstesm borrowings to a zero balance due to strqreyating cash
flows and lower capital spending on new Companyraigel stores. Management is unlikely to make Sicprit use
of its commercial paper program until its Moodyf®#&-term ratings improve.

Despite limited access to the commercial paper atarknanagement believes that cash flow from ojpasatind its
existing cash and liquid investments, supplemeagedeeded by the $1 billion in short-term borrowéagacity
under the Company’s revolving credit facility, wilé sufficient to finance capital requirementsifsicore
businesses for the foreseeable future, as wedl sl the cost of lease termination and relatesiscivom the
remaining international store closures. Significagdv joint ventures, acquisitions and/or other hexsiness
opportunities may require additional outside fumgdin

The Company'’s credit facility contains provisioesjuiring Starbucks to maintain compliance with &@iert
covenants, including a minimum fixed charge covenagio. On June 8, 2009, the credit facility waseaded to
more accurately reflect the parties’ intent withpect to Amendment No. 4 to the credit facility. émiment No. 5
to the credit facility did not impact the Companp@rrowing terms, facility size, or covenant raind was
completed at minimal cost to the Company. As oftSajper 27, 2009 and September 28, 2008, the Compasyn
compliance with each of these covenants.

The $550 million of 10-year 6.25% Senior Notesyébin fiscal 2007, also require Starbucks to naaint
compliance with certain covenants that limit futliems and sale and leaseback transactions onircertgerial
properties. As of September 27, 2009 and Septe&he2008, the Company was in compliance with ed¢hese
covenants.

The Company generated strong operating cash flaimgithe year ended September 27, 2009 and usdétsash
flow to reduce its short-term borrowings from $@Aillion at the end of fiscal 2008 to a zero bakat the end of
fiscal 2009 and to increase the balance of its eashiquid investments.

The Company expects to use its cash and liquidsinvents, including any borrowings under its créaliflity and
commercial paper program, to invest in its corarmsses, including new beverage and product infmmatas well
as other new business opportunities related tmits businesses. The Company may use its avadableresources
to make proportionate capital contributions toeiiiity method and cost method investees. Any dewdio increas
its ownership interest in its equity method invester licensed operations will be driven by valuatnd fit with th
Company’s ownership strategy and are likely torifeegquent.

Depending on market conditions and within the c@mst of maintaining an appropriate capital stroefustarbucks
may repurchase shares of its common stock undauitorized share repurchase program. Starbucks
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did not repurchase any shares in fiscal 2009 ut@e€ompany’s share repurchase program; howeve dmpany
will continue to evaluate share repurchases and d@glends in the future as a use for excess gaskrated by the
business.

Other than normal operating expenses, cash reqgeirenfior fiscal 2010 are expected to consist piilgnaf capital
expenditures for remodeling and refurbishment oél equipment upgrades for, existing Company-opénateil
stores; systems and technology investments inttimessand in the support infrastructure; and new @any-
operated retail stores. Total capital expenditimesiscal 2010 are expected to range from $500onilto

$550 million.

Cash provided by operating activities was $1.4dilfor fiscal 2009 compared to $1.3 billion fosdal 2008. Cash
used by investing activities for fiscal 2009 tothf121.1 million compared to $1.1 billion in fis@008. The
decrease was due to lower capital expenditureisdalf2009 compared to fiscal 2008 due to openiggjficantly
fewer new Company-operated stores.

Cash used by financing activities for the year eénfleptember 27, 2009 totaled $642.2 million, withnepayments
of commercial paper and shderm borrowings under the credit facility totaliig13.1 million. As of September Z
2009, a total of $14.1 million in letters of crediere outstanding under the credit facility, leav$885.9 million of
capacity available under the $1 billion combinechatercial paper program and revolving credit fagilit

The following table summarizes the Company’s catral obligations and borrowings as of Septembe22@9,
and the timing and effect that such commitmentsapected to have on the Company’s liquidity aritea
requirements in future periodsn(millions):

Payments Due by Perioc

Less than : 1-3 3-5 More than
Contractual Obligations (1) Total Year Years Years 5 Years
Debt obligations( $ 825« $ 347 $ 68¢& $ 688 $ 653.1
Operating lease obligatioi®) 4,389.: 706.7 1,281.. 1,039.. 1,362.:
Purchase obligatior® 308.: 264.1 34.2 9.5 0.5
Other obligation«®) 109.7 3.3 22.¢ 6.8 76.¢
Total $5,632.¢ $1,008.& $1,407.0 $1,124.0 $2,092.!

@) Income tax liabilities for uncertain tax positiomsre excluded as the Company is not able to makasonably
reliable estimate of the amount and period of eeldtiture payments. As of September 27, 2009, tapany
had $49.1 million of gross unrecognized tax begadit uncertain tax position

(@ Debt amounts include principal maturities and ex@ginterest payments on the l-term debt
3 Amounts include the direct lease obligations, ediclg any taxes, insurance and other related expe

@ Purchase obligations include agreements to puraj@sds or services that are enforceable and lebaitying ot
Starbucks and that specify all significant terms:cRase obligations relate primarily to green ostf

() Other obligations include other long-term liabdgiprimarily consisting of asset retirement oblmyz, capital
lease obligations and hedging instrume

Starbucks expects to fund these commitments priynaith operating cash flows generated in the ndrooarse of
business, as well as ongoing borrowings underdahgmed commercial paper program and revolvingitfadility.

Off-Balance Sheet Arrangement

The Company'’s off-balance sheet arrangements r@atertain guarantees and are detailed in Note 1fTe
consolidated financial statements in this 10-K.
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COMMODITY PRICES, AVAILABILITY AND GENERAL RISK CON  DITIONS

Commaodity price risk represents the Company’s prynmaarket risk, generated by its purchases of goediee and
dairy products, among other things. The Companghmasges, roasts and sells high-quality whole laeahica coffee
and related products and risk arises from the pratatility of green coffee. In addition to coffeae Company also
purchases significant amounts of dairy productuaport the needs of its Company-operated retaiést The price
and availability of these commodities directly imfsmthe Company’s results of operations and caexpected to
impact its future results of operations. For addisil details see Product Supply in Item 1, as aglRisk Factors in
Item 1A of this 10-K.

FINANCIAL RISK MANAGEMENT

Market risk is defined as the risk of losses duehtanges in commaodity prices, foreign currency exge rates,
equity security prices, and interest rates. The @om manages its exposure to various mabksed risks accordil
to an umbrella risk management policy. Under tloicy, market-based risks are quantified and evablifor
potential mitigation strategies, such as entenmg hedging transactions. The umbrella risk managempolicy
governs the hedging instruments the business nmagng limits the risk to net earnings. The Compalag
monitors and limits the amount of associated capargy credit risk. Additionally, this policy restts, among other
things, the amount of market-based risk the Compeliyolerate before implementing approved hedgitrgitegies
and prohibits speculative trading activity. In gexiehedging instruments do not have maturitiesxicess of five
years.

The sensitivity analyses disclosed below providlg arlimited, point-in-timeview of the market risk of the financ
instruments discussed. The actual impact of theeive underlying rates and price changes onitiza¢ial
instruments may differ significantly from those shoin the sensitivity analyses.

Commodity Price Risk

The Company purchases commodity inputs, includoftee, dairy products and diesel that are usetsinperation:
and are subject to price fluctuations that impectinancial results. In addition to fixed-pricentacts and
price-to-be-fixed contracts for coffee purchashe,&ompany has entered into commodity hedges tagean
commodity price risk using financial derivative tinsnents. The Company performed a sensitivity aialgased on
a 10% change in the underlying commaodity pricegsoéommaodity hedges, as of the end of fiscal 2609,
determined that such a change would not have disaymt effect on the fair value of these instrursen

Foreign Currency Exchange Risk

The majority of the Company’s revenue, expensecaital purchasing activities are transacted inddifars.
However, because a portion of the Company’s opmrattonsists of activities outside of the US, tlhenany has
transactions in other currencies, primarily the &han dollar, British pound, euro, and JapaneseAgm result,
Starbucks may engage in transactions involvingouarderivative instruments to hedge revenues, ovgn
purchases, assets, and liabilities denominateor&ign currencies.

As of September 27, 2009, the Company had forn@e@dn exchange contracts that hedge portions tafipated
international revenue streams and inventory puechds addition, Starbucks had forward foreign excie
contracts that qualify as accounting hedges ofdétanvestment in Starbucks Japan, as well as timep@ny’s net
investments in its Canada subsidiary, to minimareifyn currency exposure.

The Company also had forward foreign exchange aot#that are not designated as hedging instrunfemts
accounting purposes (free standing derivativeg)winich largely offset the financial impact of tedating certain
foreign currency denominated payables and recedgalmcreases or decreases in the fair value séthedges are
generally offset by corresponding decreases oeasas in the US dollar value of the Company’s preurrency
denominated payables and receivables (i.e. “hedgeas”) that would occur within the hedging period.

The following table summarizes the potential imgadhe Company’s future net earnings and othermehensive
income (“OCI")from changes in the fair value of these derivafinancial instruments due in turn to a change &

36




Table of Contents

value of the US dollar as compared to the levdébodign exchange rates. The information providedweelates
only to the hedging instruments and does not reptebe corresponding changes in the underlyingéedems {n
millions):

September 27, 20C

Increase/(Decrease) to Net Earnings Increase/(Decrease) to OCI
10% Increase in  10% Decrease in  10% Increase in  10% Decrease in
Underlying Rate Underlying Rate  Underlying Rate Underlying Rate

Foreign currency hedg: $58 (59 13 13

Equity Security Price Risk

The Company has minimal exposure to price flucturegtion equity mutual funds and equity exchangestiddnds
within its trading portfolio. The trading securiiapproximate a portion of the Company’s liabilityder the MDCP.
A corresponding liability is included in Accruedmpensation and related costs on the consolidateddm&sheets.
These investments are recorded at fair value witkalized gains and losses recognized in Net istténeome and
other in the consolidated statements of earnings.dffsetting changes in the MDCP liability areaeted in
General and administrative expenses. The Companfigrpeed a sensitivity analysis based on a 10% ochamghe
underlying equity prices of its investments ashaf €nd of fiscal 2009, and determined that sudimage would not
have a significant effect on the fair value of gh@sstruments.

Interest Rate Risk

The Company utilizes short-term and long-term fgiag and may use interest rate hedges to managdfédut of
interest rate changes on its existing debt asaegdthe anticipated issuance of new debt. At theoéfidcal years
2009 and 2008, the Company did not have any irtemés hedge agreements outstanding.

The following table summarizes the impact of a g®aim interest rates on the fair value of the Camyfsadebt
(in millions):

September 27, 20C

Change in Fair Value
100 Basis Point Increase il 100 Basis Point Decrease i
Fair Value Underlying Rate Underlying Rate

Debt $ 591.¢ (39.9) 39.€

The Company’s available-for-sale securities congpaigliversified portfolio consisting mainly of fkéncome
instruments. The primary objectives of these inwesits are to preserve capital and liquidity. ASeptember 27,
2009, the Company’s long-term available-for-ssdeurities included ARS. Please see Note 3 fonduiinformation
Available-for-sale securities are recorded on thresolidated balance sheets at fair value with Uizexhgains and
losses reported as a component of Accumulated otmeprehensive income. The Company does not hédge t
interest rate exposure on its available-for-sateistes. The Company performed a sensitivity asialpased on a
100 basis point change in the underlying interatst of its available-for-sale securities as ofehd of fiscal 2009,
and determined that such a change would not haigndicant effect on the fair value of these ingtients.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

Critical accounting policies are those that managgrbelieves are both most important to the poairaf/the
Company’s financial condition and results, and regmnanagement’s most difficult, subjective or cdexp
judgments, often as a result of the need to matk@a&t®s about the effect of matters that are inftgreincertain
Judgments and uncertainties affecting the apptinaif those policies may result in materially diffiet amounts
being reported under different conditions or udgiféerent assumptions.
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Starbucks considers its policies on asset impaitns¢éock-based compensation, operating leasesnseifance
reserves and income taxes to be the most criticahderstanding the judgments that are involvgaréparing its
consolidated financial statements.

Asset Impairment

When facts and circumstances indicate that thgicarvalues of londived assets may be impaired, an evaluatic
recoverability is performed by comparing the cargyvalues of the assets to projected future castsflin addition
to other quantitative and qualitative analyses.deadwill and other indefinite-lived intangible ats, impairment
tests are performed annually and more frequenthcifs and circumstances indicate carrying valuesed
estimated fair values and if indefinite useful §were no longer appropriate for the Company’s treatks. Upon
determination that the carrying values of suchtasm® in excess of their estimated fair valuess Gbmpany
recognizes an impairment loss as a charge againsnt operations. Judgments made by the Compéaigdeto the
expected useful lives of lorigred assets and the ability of the Company toizealndiscounted cash flows in exc
of the carrying amounts of such assets are affdmtdectors such as the ongoing maintenance ancbirements of
the assets, changes in economic conditions andyekan operating performance. As the Company asséiss
ongoing expected cash flows and carrying amounits ééng-lived assets, these factors could caus€ompany to
realize material impairment charges.

Stock-based Compensation

Starbucks accounts for stock-based compensatiaccordance with fair value recognition provisiomsder which
the Company uses the Black-Scholes-Merton optiaringr model which requires the input of subjective
assumptions. These assumptions include estimdtentphgth of time employees will retain their stagkions
before exercising them (“expected term”), the eatad volatility of the Company’s common stock pricer the
expected term and the number of options that Willnately not complete their vesting requiremefbhanges in the
subjective assumptions could materially affectabmate of fair value of stodkased compensation; however b
on an analysis using changes in certain assumptiahgould be reasonably possible in the near,tatamagement
believes the effect on the expense recognizedgoalf2009 would not have been material.

Operating Leases

Starbucks leases retail stores, roasting and ldligion facilities and office space under operateages. The
Company provides for an estimate of asset retir¢migigation (“ARQ”) expense at the lease inceptilate for
operating leases with requirements to remove leddeétmprovements at the end of the lease termniasing AROs
involves subjective assumptions regarding botratheunt and timing of actual future retirement coStgure actu
costs could differ significantly from amounts iaity estimated. In addition, the large number oémping leases a
the significant number of international marketsvimich the Company has operating leases adds adraihie
complexity to the calculation of ARO expense, all a&to the other technical accounting requiremefibperating
leases such as contingent rent. Estimating theof@strtain lease exit costs involves subjectiv@iagptions,
including the time it would take to sublease thasta location and the related potential subleasaria. The
estimated accruals for these costs could be siginifiy affected if future experience differs fronat used in the
initial estimate.

Self Insurance Reserves

The Company uses a combination of insurance afiihselrance mechanisms, including a wholly owneptiva
insurance entity and participation in a reinsurgoae!, to provide for the potential liabilities foertain risks,
including workers’ compensation, healthcare besgfieneral liability, property insurance, and dioe@nd officers’
liability insurance. Liabilities associated withethisks that are retained by the Company are sobdnted and are
estimated, in part, by considering historical claiexperience, demographic factors, severity facndsother
actuarial assumptions. The estimated accrual$éset liabilities could be significantly affecteduture occurrence
and claims differ from these assumptions and hstbtrends.
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Income Taxes

Starbucks recognizes deferred tax assets andtiebibased on the differences between the finhetatement
carrying amounts and the tax basis of assets ahilities and accrues for uncertain tax positidsterred tax asse
and liabilities are measured using current enatetedates in effect for the years in which thosegerary
differences are expected to reverse. Judgmengisresl in determining the provision for income tscead related
accruals, deferred tax assets and liabilities. &edude establishing a valuation allowance relatethe ability to
realize certain deferred tax assets. Accountingifmertain tax positions requires significant ju@mts, including
estimating the amount, timing and likelihood oimbite settlement. Although the Company believesitha
estimates are reasonable, actual results couler difim these estimates.

RECENT ACCOUNTING PRONOUNCEMENTS

See Note 1 to the consolidated financial statemaritss 10-K.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

The information required by this item is incorp@cby reference to the section entitled “Managerméiscussion
and Analysis of Financial Condition and Result©pkrations — Commodity Prices, Availability and @eal Risk
Conditions” and “Management’s Discussion and Anialg$ Financial Condition and Results of Operatiens
Financial Risk Management” in Item 7 of this Report
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STARBUCKS CORPORATION

CONSOLIDATED STATEMENTS OF EARNINGS
(In Millions, except earnings per share)

Sep 27, Sep 28, Sep 30,
Fiscal Year Endec 2009 2008 2007
Net revenues
Compan-operated reta $8,180.. $ 8,771.¢ $7,998.:
Specialty:
Licensing 1,222.: 1,171.¢  1,026.:
Foodservice and oth 372.% 439.f 386.¢
Total specialty 1,594.! 1,611, 1,413.:
Total net revenue 9,774.¢ 10,383.( 9,411
Cost of sales including occupancy cc 4,324.¢ 4,645.0  3,999.
Store operating expens 3,425.! 3,745.. 3,215.¢
Other operating expens 264.¢ 330.1 2942
Depreciation and amortization expen 534.7 549.: 467 .2
General and administrative expen 453.( 456.( 489.2
Restructuring charge 332.¢ 266.¢ —
Total operating expens 9,334.! 9,992."  8,465.¢
Income from equity investet 121.¢ 113.€ 108.(
Operating incom: 562.( 503.¢ 1,053.
Interest income and other, r 36.2 9.C 40.4
Interest expens (39.7) (53.9 (38.0
Earnings before income tax 559.2 459.F  1,056.:
Income taxe: 168.< 144.( 383.i
Net earning: $ 3906 $ 315 $ 672.€
Per common sharn
Net earning— basic $ 055 $ 04 $ 09
Net earning— diluted $ 052 $ 04 $ 0.87
Weighted average shares outstand
Basic 738.7 731.k 749.¢
Diluted 745.¢ 741.7 770.1

See Notes to Consolidated Financial Statements.
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STARBUCKS CORPORATION

CONSOLIDATED BALANCE SHEETS
(In millions, except per share data)

Sep 27, Sep 28,
2009 2008
ASSETS
Current asset:
Cash and cash equivale $ 599.6 $ 269.¢
Shor-term investment— available-for-salesecurities 21t 3.C
Shor-term investment— trading securitie 44.¢ 49.F
Accounts receivable, n 271.C 329t
Inventories 664.¢ 692.¢
Prepaid expenses and other current a: 147.2 169.2
Deferred income taxes, n 286.¢ 234.2
Total current asse 2,035.¢ 1,748.(
Long-term investment— availablefor-salesecurities 71.2 71.4
Equity and cost investmer 352.2 302.¢
Property, plant and equipment, | 2,536.¢ 2,956.¢
Other asset 253.¢ 261.1
Other intangible asse 68.2 66.€
Goodwill 259.1 266.-
TOTAL ASSETS $5,576.6  $5,672.¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Commercial paper and sh-term borrowings $ — % 713(
Accounts payabl 267.1 324.¢
Accrued compensation and related ct 307.t 253.¢
Accrued occupancy cos 188.1 136.1
Accrued taxe: 127.¢ 76.1
Insurance reserve 154.: 152.t
Other accrued expens 147.: 164.£
Deferred revenu 388.1 368.4
Current portion of lon-term debt 0.2 0.7
Total current liabilities 1,581.( 2,189.°
Long-term deb 549.: 549.¢
Other lon¢-term liabilities 400.¢ 442 ¢
Total liabilities 2,531.: 3,181.°
Shareholder equity:
Common stock ($0.001 par value) — authorized, 128bares; issued and outstanding,

742.9 and 735.5 shares, respectively (includes@@mon stock units in both perioc 0.7 0.7
Additional paic-in capital 147.C —
Other additionapaic-in-capital 39.4 39.4
Retained earning 2,793.: 2,402.
Accumulated other comprehensive incc 65.4 48.4

Total shareholde’ equity 3,045.° 2,490.¢
TOTAL LIABILITIES AND SHAREHOLDERSE' EQUITY $5,576.6  $5,672.¢

See Notes to Consolidated Financial Statements.
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STARBUCKS CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

Fiscal Year Endec

OPERATING ACTIVITIES:
Net earning:
Adjustments to reconcile net earnings to net cashiged by operating activitie
Depreciation and amortizatic
Provision for impairments and asset dispo
Deferred income taxe
Equity in income of investee
Distributions of income from equity investe
Stocl-based compensatic
Tax benefit from exercise of stock optic
Excess tax benefit from exercise of stock opti
Other
Cash provided/(used) by changes in operating aaadttabilities:
Inventories
Accounts payabl
Accrued taxe:
Deferred revenu
Other operating asse
Other operating liabilitie
Net cash provided by operating activit
INVESTING ACTIVITIES:
Purchase cavailablefor-salesecurities
Maturities and calls cavailable-for-salesecurities
Sales oavailable-for-salesecurities
Acquisitions, net of cash acquir
Net purchases of equity, other investments and @tbeet:
Additions to property, plant and equipmt
Proceeds from sale of property, plant and equipt

Net cash used by investing activit
FINANCING ACTIVITIES:
Proceeds from issuance of commercial pi
Repayments of commercial paj
Proceeds from sh«-term borrowings
Repayments of sh«-term borrowings
Proceeds from issuance of common si
Excess tax benefit from exercise of stock opti
Proceeds from issuance of l-term deb
Principal payments on lo-term debt
Repurchase of common stc
Other

Net cash used by financing activiti

Effect of exchange rate changes on cash and casia&mnts
Net increase/(decrease) in cash and cash equis.

CASH AND CASH EQUIVALENTS:

Beginning of perioc

End of perioc

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Net change in shc¢-term borrowings and commercial paper for the pe
Cash paid during the period fc

Interest, net of capitalized intere

Income taxe:

Sep 27, Sep 28, Sep 30,
2009 2008 2007
$ 3906 $ 3155 3% 672¢€
563.: 604.5 491.2
224.¢ 325.( 26.C
(69.6  (117.) (37.9)
(78.9) (61.9) (65.7)
53.C 52.€ 65.¢
83.2 75.C 103.¢
2.C 3.8 7.7
(15.€ (14.7) (93.])
54 (0.7 0.7
28.t (0.€) (48.€)
(53.0) (63.9) 36.1
57.2 7.3 86.4
16.2 72.4 63.2
120.5 (11.2) (92.9)
61.3 71.5 114.¢
1,389.( 1,258." 1,331.c
(129.9 (71.¢) (237.9
111.C 20.C 178.2
5.C 75.€ 47.5
— (74.2) (53.9)
(4.9 (52.0 (56.€)
(445.¢ (984.5 (1,080.9)
42.F — —
(421.) (1,086.() (1,201.9
20,965.. 65,770.( 17,311.
(21,378.Y) (66,068.() (16,600.9
1,338.( 528.2 770.(
(1,638.0) (228.¢) (1,470.0
57.2 112 176.¢
15.¢€ 14.7 93.1
— — 549.(
(0.7) (0.€) (0.9
— (311.9 (996.9)
(1.€) (1.7) (3.5)
(642.2) (184.5 (a71.9
! 0.S 11.5
330.( (11.5) (31.9)
269.¢ 281.% 312.€
$ 599.6$ 269.6$ 28l.:
$ (713.0)% 22 $ 10.2
$ 39.€ % 527 % 35.2
$ 162.(3% 259t 3% 3427

See Notes to Consolidated Financial Statements.
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STARBUCKS CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(In millions)
Other Accumulated
Additional Additional Other
Common Stock  Paid-in Paid-in  Retained Comprehensive
Shares Amount _Capital Capital  Earnings Income/(Loss)  Total

Balance, October 1, 20( 756.€ $ 0.7 $ — $ 394 $2,151.: $ 37.5 $2,228t
Net earning: — — — — 672.€ — 672.€
Unrealized holding loss, n — — — — — (20.9 (20.9
Translation adjustment, net of t — — — — — 37.7 37.7
Comprehensive incomr 689.¢
Stoclk-based compensation expel — — 106.4 — — — 106.4
Exercise of stock options, including tax benefi$6b.3 12.€ — 225.2 — — — 225.2
Sale of common stock, including tax provision of 1.¢ — 46.¢ — — — 46.¢
Repurchase of common sto (33.0 — (378.9) — (634.9) — (1,012.)
Balance, September 30, 2C 738.: % 07 % — $ 394 $2,189.¢ $ 54.€ $2,284.:

Cumulative impact of adoption of accounting requieats for
uncertain tax position — — (1.6 — @.7 — 3.3
Net earnings — — — — 315.t — 315.t
Unrealized holding gain, ni — — — — — 0.8 0.8
Translation adjustment, net of t — — — — — (7.0 (7.0
Comprehensive inconr 309.:
Stock-based compensation expel — — 76.€ — — — 76.¢
Exercise of stock options, including tax benefigf4 6.€ — 77.4 — — — 77.4
Sale of common stock, including tax benefit of § 2.8 — 41.€ — — — 41.¢
Repurchase of common sta (12.2) — (194.5) — _(100.9) — _ (295.9)
Balance, September 28, 2C 7355 % 07 % — $ 394 $2,402: % 48.4 $ 2,490.¢
Net earning: — — — — 390.¢ — 390.¢
Unrealized holding gains, n — — — — — 1.8 1.8
Translation adjustment, net of t — — — — — 15.2 15.2
Comprehensive incorn 407.¢
Stock-based compensation expel — — 84.2 — — — 84.:
Exercise of stock options, including tax benefi$st3 4.¢ — 35.¢ — — — 35.¢
Sale of common stock, including tax benefit of & 25 — 26.€ — — — 26.¢
Balance, September 27, 2C 742¢$ 07 $ 147.($ 39.4 $2,793.0 $ 65.4 $3,045.°

See Notes to Consolidated Financial Statements.
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STARBUCKS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Fiscal Years ended September 27, 2009, September 2808 and September 30, 2007

Note 1: Summary of Significant Accounting Policies
Description of Busines:

Starbucks Corporation (together with its subsiésri'Starbucks” or the “Company”) purchases andtsohigh-
quality whole bean coffees and sells them, alorth Wwesh, rich-brewed coffees, Italian-style espodseverages,
cold blended beverages, a variety of complemeritarg items, a selection of premium teas, and beseralated
accessories and equipment, primarily through itm@any-operated retail stores. Starbucks also seffse and tea
products and licenses its trademark through othanmels such as licensed stores, and throughrteftas
licensees and equity investees, Starbucks produraksells a variety of ready-to-drink beverageschannels
outside the Company-operated retail stores areatolely known as specialty operations. Additiodefails on the
nature of the Company’s business are in Iltem higf10-K.

Starbucks has three reportable operating segnignited States (“US”), International and Global Comer
Products Group (“CPG”"). See Note 18 for additiaethils.

Principles of Consolidatior

The consolidated financial statements reflect iharfcial position and operating results of Starlsuakcluding
wholly owned subsidiaries and investees contrdiethe Company. Investments in entities that thenany does
not control, but has the ability to exercise simgaifit influence over operating and financial p@g;iare accounted
for under the equity method. Investments in ergtitiewhich Starbucks does not have the abilityxereise
significant influence are accounted for under thgt enethod. Intercompany transactions and balamoes been
eliminated.

Fiscal Year End

Starbucks fiscal year ends on the Sunday closetptember 30. The fiscal years ended on Septe2ih@009,
September 28, 2008 and September 30, 2007 alldedl62 weeks. Starbucks 2010 fiscal year will idelu
53 weeks, with the 58 week falling in its fourth fiscal quarter.

Subsequent Event
The Company evaluated subsequent events and ttmsafor potential recognition or disclosure ir financial
statements through November 20, 2009, the dayirthadial statements were issued.

Estimates and Assumptior

Preparing financial statements in conformity witlt@unting principles generally accepted in the &bhiBtates of
America (“GAAP”) requires management to make estéma@and assumptions that affect the reported araadint
assets, liabilities, revenues and expenses. Exanmikide, but are not limited to, estimates faeagnd goodwill
impairments, stock-based compensation forfeituiesraand future asset retirement obligations; aptons
underlying self-insurance reserves; and the patkaotitcome of future tax consequences of evenththae been
recognized in the financiatatements. Actual results and outcomes may diffen these estimates and assumpti

Cash and Cash Equivalents

The Company considers all highly liquid instrumentth a maturity of three months or less at theetiofi purchase
to be cash equivalents. The Company maintains aagltash equivalent balances with financial instifis that
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exceed federally insured limits. The Company hasrperienced any losses related to these balaacds,
management believes its credit risk to be minimal.

Cash Management

The Company’s cash management system providebddunding of all major bank disbursement accoonts
daily basis as checks are presented for paymemfeithis system, outstanding checks are in exdebe @ash
balances at certain banks, which creates book mftsdBook overdrafts are presented as a cunaditity in
Accounts payable on the consolidated balance sheets

Short-term and Long-term Investments

The Company’s short-term and long-term investmeatssist primarily of investment grade debt secesitequity
mutual funds, and equity exchange-traded fundsfailhich are classified as available-for-salerading. As of
September 27, 2009, a substantial portion of the@amy’s available-for-sale investments consisteaugtion rate
securities, as described in more detail in Nofér&ding securities are recorded at fair value withealized holding
gains and losses included in net earnings. Availidn-sale securities are recorded at fair valad,unrealized
holding gains and losses are recorded, net ofisg, component of accumulated other comprehensrosnie.
Available-for-sale securities with remaining maties of less than one year and those identifiechBgagement at
time of purchase for funding operations in lessitbae year are classified as short term, and ladirot
available-for-sale securities are classified ag l@amm. Unrealized losses are charged againstaneings when a
decline in fair value is determined to be othenttemporary. Management reviews several factodetermine
whether a loss is other than temporary, such aketiygh and extent of the fair value decline, tharfcial condition
and near term prospects of the issuer, and fotyetiestments, the Company’s intent and abilithtdd the
security for a period of time sufficient to alloarfany anticipated recovery in fair value. For dedaturities,
management also evaluates whether the Companyéastént to sell or will likely be required to kkeéfore its
anticipated recovery. Realized gains and lossea@munted for on the specific identification methBurchases
and sales are recorded on a trade date basis.

Fair Value of Financial Instruments

The carrying value of cash and cash equivalentsoappates fair value because of the short-term nitgtaf those
instruments. The fair value of the Company’s inwesits in marketable debt and equity securitiesifequtual
funds and equity exchange-traded funds, is based te quoted market price on the last businesofithe fiscal
year. Where an observable quoted market price $eccarity does not exist, the Company estimatesédile using
a variety of valuation methodologies. Such methogigls include comparing the security with secwsité publicly
traded companies in similar lines of business,@pglrevenue multiples to estimated future opegatasults and
estimating discounted cash flows. See Note 3 diod &dditional information and Note 5 for the melbaised to
measure fair value. The fair value of the Comparmgbt is estimated based on the quoted marketspioc the sarr
or similar issues or on the current rates offecetthée Company for debt of the same remaining ntgariThe
carrying value of short-term debt approximates¥alue. The estimated fair value of Starbucks $58bon of
6.25% Senior Notes was approximately $591 milliod 8536 million as of September 27, 2009 and Seipter?8,
2008, respectively.

Derivative Instruments

The Company manages its exposure to various rigkénvthe consolidated financial statements aceaydo an
umbrella risk management policy. Under this poli8tarbucks may engage in transactions involvingouar
derivative instruments, with maturities generaltt ltonger than five years, to hedge interest ratesymodity price:
and foreign currency denominated revenues, purshassets and liabilities.

The Company records all derivatives on the balaheets at fair value. For a cash flow hedge, tfexife portion
of the derivative’s gain or loss is initially reped as a component of other comprehensive inco@€I(") and
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subsequently reclassified into net earnings wherh#tdged exposure affects net earnings. For avettment
hedge, the effective portion of the derivative'sngar loss is reported as a component of OCI.

Cash flow hedges related to anticipated transaxtwa designated and documented at the inceptieaatf hedge t
matching the terms of the contract to the undeglyiansaction. The Company classifies the cashsfioam
hedging transactions in the same categories asaiteflows from the respective hedged items. Ostablished,
cash flow hedges are generally not removed untiliritg unless an anticipated transaction is no @igely to
occur. For discontinued or dedesignated cash flesghs, the related accumulated derivative gaitssses are
recognized in Net interest income and other orctmsolidated statements of earnings.

Forward contract effectiveness for cash flow hedgesiculated by comparing the fair value of thateact to the
change in value of the anticipated transactionguBinward rates on a monthly basis. For net investrhedges, the
spot-to-spot method is used to calculate effecégsnUnder this method, the change in fair valubeforward
contract attributable to the changes in spot exgbaates (the effective portion) is reported asraonent of OCI.
The remaining change in fair value of the forwandtcact (the ineffective portion) is reclassifiedia net earnings.
Any ineffectiveness is recognized immediately irt Méerest income and other on the consolidate@stants of
earnings.

The Company also enters into certain foreign cusrdarward contracts and commodity swap and futemgracts
that are not designated as hedging instrumentciunting purposes. These contracts are recotdait aalue,
with the changes in fair value recognized in Né&triest income and other on the consolidated staitsnoé earnings

See Note 5 for additional information on the Compsufair value measurements related to derivatiggruments.

Allowance for Doubtful Accounts

Allowance for doubtful accounts is calculated basmdhistorical experience, customer credit risk application of
the specific identification method. As of SeptemBeéy 2009 and September 28, 2008, the allowancédiabtful
accounts was $5.0 million and $4.5 million, respety.

Inventories

Inventories are stated at the lower of cost (prilmanoving average cost) or market. The Companyes
inventory reserves for obsolete and slow-movinggend for estimated shrinkage between physicehitory
counts. Inventory reserves are based on inventwnpver trends, historical experience and appbcatif the
specific identification method. As of September 2009 and September 28, 2008, inventory reserves we
$21.1 million and $25.5 million, respectively.

Property, Plant and Equipmer

Property, plant and equipment are carried at esst dccumulated depreciation. Depreciation of ptppelant and
equipment, which includes assets under capitaéteas provided on the straight-line method ovéneged useful
lives, generally ranging from two to seven yearsefguipment and 30 to 40 years for buildings. Leake
improvements are amortized over the shorter of #timated useful lives or the related lease gjemerally

10 years. For leases with renewal periods at thepgaay’s option, Starbucks generally uses the czldense term,
excluding renewal option periods, to determineneated useful lives. If failure to exercise a renkesydion imposes
an economic penalty to Starbucks, management ntayniee at the inception of the lease that renésval
reasonably assured and include the renewal op&angin the determination of appropriate estimatseful lives.
The portion of depreciation expense related to petidn and distribution facilities is included iro& of sales
including occupancy costs on the consolidated rstatés of earnings. The costs of repairs and mantmare
expensed when incurred, while expenditures forrbhments and improvements that significantly tdthe
productive capacity or extend the useful life ofeasset are capitalized. When assets are retireol@yrthe asset cost
and related accumulated depreciation are eliminatddany remaining gain or loss reflected in retrgngs.
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Goodwill

The Company tests its goodwill for impairment oreamnual basis, or more frequently if circumstarindgate
reporting unit carrying values exceed their failuea. Fair value is estimated by projecting dis¢edrtash flows
from the reporting unit in addition to other quéative and qualitative analyses. If the carryingoant of goodwill
exceeds the implied estimated fair value, an inmpaint charge to current operations is recordeddoae the
carrying value to the implied estimated fair value.

Starbucks conducted its annual test for its codatdid entities in the third fiscal quarter, resigitin $7 million of
goodwill impairment in fiscal 2009 related to th& dperating segment’s Hawaii reporting unit, whichomprised
of retail store operations. The current and fuprggected operating results for the Hawaii operajavhich were
acquired in fiscal 2006, were lower than originahticipated due to the overall economic slowdowd i&s impact
on the travel industry in particular, resultingaipartial impairment of the related goodwill. Tharas no impairme
of goodwill in fiscal 2008 and 2007.

Other Intangible Assets

Other intangible assets consist primarily of tradeka with indefinite lives which are tested for iampnent annually
or more frequently if indefinite useful lives are longer appropriate. Definite-lived intangible etss which mainly
consist of contract-based patents and copyrighésamortized over their estimated useful lives, aredtested for
impairment when facts and circumstances indicaettre carrying values may not be recoverable furtiner
information on other intangible assets, see No®&a8ed on the impairment tests performed therenwaspairmen
of other intangible assets in fiscal 2009, 2008 20@i7.

Long-lived Assets

When facts and circumstances indicate that thgicarvalues of londived assets may be impaired, an evaluatic
recoverability is performed by comparing the cargyvalues of the assets to projected undiscountedef cash
flows in addition to other quantitative and qudilita analyses. Upon indication that the carryintyea of such
assets may not be recoverable, the Company comiberésir value of long-lived assets to their cargyvalue and
recognizes an impairment loss by a charge to matregs for the excess of carrying value over faitue. The fair
value of the assets is estimated using the disedunture cash flows of the assets. Property, @ladtequipment
assets are grouped at the lowest level for whieketare identifiable cash flows when assessingimmeat. Cash
flows for retail assets are identified at the indiral store level. Long-lived assets to be dispaxfeate reported at
the lower of their carrying amount, or fair vales$ estimated costs to sell.

The Company recognized net impairment and dispusitsses of $224.4 million, $325.0 million and &2&illion
in fiscal 2009, 2008 and 2007, respectively, prilpatue to underperforming Company-operated retimites. The
net losses in fiscal 2009 and 2008 include $129lbmand $201.6 million, respectively, of asseipairments
related to the US and International store closarescharges incurred for office facilities no longecupied by the
Company due to the reduction in positions withiarBticks leadership structure and non-store orgémizesee
Note 2 for further details. Depending on the unded asset that is impaired, these losses maydmeded in an
one of the operating expense lines on the condstidstatements of earnings: for retail operatitms net
impairment and disposition losses are recordecestidcturing charges and Store operating expefmespecialty
operations, these losses are recorded in Restingitharges and Other operating expenses; andl futhar
operations, these losses are recorded in Costesf ecluding occupancy costs, General and admatige
expenses, or Restructuring charges.

Insurance Reserve

The Company uses a combination of insurance afiihselrance mechanisms, including a wholly owneptiva
insurance entity and participation in a reinsurgoae!, to provide for the potential liabilities foertain risks,
including workers’ compensation, healthcare besgfjeneral liability, property insurance, and dioeand officers’
liability insurance. Liabilities associated withethisks that are retained by the Company are sobdnted
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and are estimated, in part, by considering hisébigtaims experience, demographic factors, sevéitors and
other actuarial assumptions.

Revenue Recoghnitio

Consolidated revenues are presented net of intgraoyneliminations for wholly owned subsidiaries émeestees
controlled by the Company and for licensees acaalifdr under the equity method, based on the Cowyipan
percentage ownership. Additionally, consolidatecereies are recognized net of any discounts, retatiesvances
and sales incentives, including coupon redemptimmksrebates.

Stored Value Card:

Revenues from the Company’s stored value cards, asithe Starbucks Card, and gift certificatesecegnized
when tendered for payment, or upon redemption. t@udéng customer balances are included in Defeweenue o
the consolidated balance sheets. There are ncatimpidates on the Company’s stored value cardgftor
certificates, and Starbucks does not charge awjcsdiees that cause a decrement to customer leelanc

While the Company will continue to honor all storedue cards and gift certificates presented fgnpent,
management may determine the likelihood of redeanpth be remote for certain card and certificalarn@es due
to, among other things, long periods of inactivitythese circumstances, if management also datesthere is no
requirement for remitting balances to governmeenages under unclaimed property laws, card andficate
balances may then be recognized in the consoliddiédéements of earnings in Net interest incomeather. For the
fiscal years ended September 27, 2009, Septembh&088 and September 30, 2007 income recognized on
unredeemed stored value card balances and gifficags was $26.0 million, $13.6 million and $12x@lion,
respectively.

Retail Revenue:

Company-operated retail store revenues are recedmihen payment is tendered at the point of séebGcks
maintains a sales return allowance to reduce netaéinues for estimated future product returndyding brewing
equipment, based on historical patterns. Retaies@venues are reported net of sales, use or mesaction taxes
that are collected from customers and remittedxomg authorities.

Specialty Revenue

Specialty revenues consist primarily of producesab customers other than through Company-operetait
stores, as well as royalties and other fees gertbfedm licensing operations. Sales of coffee atedirelated
products are generally recognized upon shipmeotistomers, depending on contract terms. Shippiagges billed
to customers are also recognized as revenue, arréltted shipping costs are included in Cost lessacluding
occupancy costs on the consolidated statementsroiings.

Specific to retail store licensing arrangementsigihnonrefundable development fees are recognigezh
substantial performance of services for new mabrksiness development activities, such as initiairmss, real
estate and store development planning, as wellagding operational materials and functional tiaincourses for
opening new licensed retail markets. Additionatetacensing fees are recognized when new licestm@s are
opened. Royalty revenues based upon a percentagparfed sales and other continuing fees, suchasketing an
service fees, are recognized on a monthly basiswhened. For certain licensing arrangements, wiher€ompan
intends to acquire an ownership interest, theahitonrefundable development fees are deferredher@ong-term
liabilities on the consolidated balance sheetd antjuisition, at which point the fees are reflélcés a reduction of
the Company’s investment.

Other arrangements involving multiple elements deliverables as well as upfront fees are indivijuaaluated
for revenue recognition. Cash payments receivediimnce of product or service delivery are recorddaeferred
revenue until earned.
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Advertising

The Company expenses most advertising costs asithégcurred, except for certain production ctisas are
expensed the first time the advertising campaigadglace and direcesponse advertising, which is capitalized
amortized over its expected period of future bagefi

Advertising expenses, recorded in Store operatipgmses, Other operating expenses and General and
administrative expenses on the consolidated staitsnoé earnings, totaled $126.3 million, $129.0lionl and
$103.5 million in fiscal 2009, 2008 and 2007, retpely. As of September 27, 2009 and Septembe2@88,
$7.2 million and $8.8 million, respectively, of dhized advertising costs were recorded in Prepajenses and
other current assets, and Other assets on thelitaied balance sheets.

Research and Developme

Starbucks expenses research and development sdbisyaare incurred. The Company spent approximatel
$6.5 million, $7.2 million and $7.0 million durirfgscal 2009, 2008 and 2007, respectively, on tezdinesearch at
development activities, in addition to customargdurct testing and product and process improvemeratt areas ¢
its business.

Store Preopening Expens:t

Costs incurred in connection with the start-up praimotion of new store openings are expensed asratt.

Operating Leases

Starbucks leases retail stores, roasting and ldligion facilities and office space under operateases. Most lease
agreements contain tenant improvement allowanees holidays, lease premiums, rent escalation elaus
and/or contingent rent provisions. For purpose®obgnizing incentives, premiums and minimum reefglenses
on a straight-line basis over the terms of thedsathe Company uses the date of initial posse$sibagin
amortization, which is generally when the Compamtges the space and begins to make improvements in
preparation of intended use.

For tenant improvement allowances and rent holiddnesCompany records a deferred rent liabilitAacrued
occupancy costs and Other long-term liabilitiegt@consolidated balance sheets and amortizesethered rent
over the terms of the leases as reductions toesgense on the consolidated statements of earnings.

For premiums paid upfront to enter a lease agreentenCompany records a deferred rent asset paRlexpense
and other current assets and Other assets onnielictated balance sheets and then amortizes fegetkrent ove
the terms of the leases as additional rent expemslee consolidated statements of earnings.

For scheduled rent escalation clauses during #seleerms or for rental payments commencing ateaather than
the date of initial occupancy, the Company recondgmum rental expenses on a straight-line basis the terms
of the leases on the consolidated statements oinggr.

Certain leases provide for contingent rents, whighdetermined as a percentage of gross salesés®rf specifie
levels. The Company records a contingent rentlifglin Accrued occupancy costs on the consoliddtaiénce
sheets and the corresponding rent expense wheifispéevels have been achieved or when management
determines that achieving the specified levelsrdyutine fiscal year is probable.

When ceasing operations in Company-operated stmdsr operating leases, in cases where the leasacb
specifies a termination fee due to the landlord,@lampany records such expense at the time writidoe is given
to the landlord. In cases where terms, includimgnieation fees, are yet to be negotiated with émallord, the
Company will record the expense upon signing chgreement with the landlord. Finally, in cases wltae
landlord does not allow the Company to prematuealyits lease, but allows for subleasing, the Canypestimates
the fair value of any sublease income that candoegited from the location and expenses the preakrd of the
excess of remaining lease payments to the landleed the projected sublease income at the ceaséatise

49




Table of Contents

Asset Retirement Obligatior

Starbucks recognizes a liability for the fair vabfeequired asset retirement obligations (“AROHem such
obligations are incurred. The Company’s AROs amagrily associated with leasehold improvements Whit the
end of a lease, the Company is contractually oteidjo remove in order to comply with the leaseeagrent. At the
inception of a lease with such conditions, the Canyprecords an ARO liability and a correspondingjiteh asset in
an amount equal to the estimated fair value obtlgation. The liability is estimated based onuanber of
assumptions requiring management’s judgment, imetustore closing costs, cost inflation rates aisdalint rates,
and is accreted to its projected future value ¢wee. The capitalized asset is depreciated usiagtmvention for
depreciation of leasehold improvement assets. $atisfaction of the ARO conditions, any differehetween the
recorded ARO liability and the actual retiremenstsancurred is recognized as an operating gaiossrin the
consolidated statements of earnings. As of Septe@ihe2009 and September 28, 2008, the Company’ARE©
asset included in Net property, plant and equipmes $15.1 million and $18.5 million, respectivehhile the
Company'’s net ARO liability included in Other lomgrm liabilities was $43.4 million and $44.6 millipas of the
same respective dates.

Stoclk-based Compensation

The Company maintains several equity incentiveplarder which it may grant non-qualified stock ops,
incentive stock options, restricted stock, restdcstock units (“RSUs”) or stock appreciation rigtt employees,
non-employee directors and consultants. The Comphlayhas employee stock purchase plans (“ESPBJYSR
issued by the Company are equivalent to nonvesiagks under the applicable accounting guidanceNs&e14 fo
additional details.

Foreign Currency Translation

The Company'’s international operations generallytheir local currency as their functional currenkgsets and
liabilities are translated at exchange rates iaatfht the balance sheet date. Income and expeoserds are
translated at the average monthly exchange ratésgdilne year. Resulting translation adjustmengsracorded as a
component of Accumulated other comprehensive incomthe consolidated balance sheets.

Income Taxes

The Company computes income taxes using the asdéiadility method, under which deferred incomees are
provided for the temporary differences betweerfithencial statement carrying amounts and the tasishaf the
Company'’s assets and liabilities. The Company &gthblish a valuation allowance for deferred taetssif it is
more likely than not that these items will eithgpiee before the Company is able to realize theirdits, or that
future deductibility is uncertain. Periodicallyetraluation allowance is reviewed and adjusteddase
management’s assessments of realizable deferrexbsats.

Starbucks adopted the new accounting requirementgicertain tax positions on the first day of @@mpany’s

first fiscal quarter of 2008. The cumulative impatadopting the new accounting requirements isvshio the
consolidated statements of shareholders’ equitg. Jompany recognizes the tax benefit from an uaicetax
position only if it is more likely than not thatehax position will be sustained on examinatiortheytaxing
authorities, based on the technical merits of th&tipn. The tax benefits recognized in the finahstatements from
such a position are measured based on the largesfibthat has a greater than 50% likelihood dfidpeealized
upon ultimate settlement. The Company recognizesast and penalties related to income tax matiareome tax
expense. See Note 15 for additional details.

Earnings per Share

Basic earnings per share is computed on the b&gig eveighted average number of shares and constogk units
that were outstanding during the period. Dilutechges per share includes the dilutive effect ahowon stock
equivalents consisting of certain shares subjestdok options and RSUs, using the treasury stasthoa.
Performance-based RSUs are considered diluted thieenrelated performance criterion has been met.

50




Table of Contents

Common Stock Share Repurchases

The Company may repurchase shares of its commok gtaler a program authorized by its Board of Doex
including pursuant to a contract, instruction oitten plan meeting the requirements of Rule 10b5¢{1] of the
Securities Exchange Act of 1934. In accordance thighWashington Business Corporation Act, shararndmases
are not displayed separately as treasury stock@ndnsolidated balance sheets or consolidatezhstats of
shareholderséquity. Instead, the par value of repurchased shameducted from Common stock and the remai
excess repurchase price over par value is dedéraiedAdditional paid-in capital and from Retaineatgings, once
additional paid-in capital is depleted. See Notdéat&dditional information.

Recent Accounting Pronouncemen

Starbucks adopted the new guidance issued by taméial Accounting Standards Board (“FASB”) forrfaalue
measurement for its financial assets and liabdlig&ective September 29, 2008 (see Note 5 fortiaddi
disclosures). The guidance defines fair value béistaes a framework for measuring fair value in GAand
expands disclosures about fair value measureniehnitsguidance is effective for nonfinancial assetd liabilities
for Starbucks first fiscal quarter of 2010. The Quamy believes that the adoption of this new guiddoc its
nonfinancial assets and liabilities will not havmaterial impact on its financial statements.

In December 2007, the FASB issued authoritativel@uie on business combinations, establishing jpitesiand
requirements for how an acquirer recognizes andsuorea in its financial statements the identifisddeets acquired,
the liabilities assumed, any resulting goodwilldamy noncontrolling interest in an acquiree. Thielgnce also
provides for disclosures to enable users of thanfiial statements to evaluate the nature and fiakeftects of the
business combination. This new guidance will beaffe for Starbucks first fiscal quarter of 20I@lanust be
applied prospectively to business combinations detag in fiscal 2010 and beyond.

In December 2007, the FASB issued authoritativel@ute on accounting and reporting for noncontrglimerests
in subsidiaries. The guidance clarifies that a motolling interest in a subsidiary should be acted for as a
component of equity separate from the parent’stgg8tarbucks will apply the new guidance relating
noncontrolling interests beginning in the firsich quarter of 2010 on a prospective basis, exoephe presentatic
and disclosure requirements, which will be appfigitiospectively. The adoption of this guidance wit have a
material impact on the Company’s financial statetsien

In June 2009, the FASB issued authoritative guidantthe consolidation of variable interest ergifi8/IE"),
which will be effective for Starbucks first fiscaliarter of 2011. The new guidance requires a @it approach t
identifying a controlling financial interest in anable interest entity, and requires ongoing assesat of whether ¢
entity is a VIE and whether an interest in a VIEkemthe holder the primary beneficiary of the VIlRe Company
is currently evaluating the impact that adoptioryrhave on its consolidated financial statements.

Note 2: Restructuring Charges

In fiscal 2009, Starbucks continued to executeaistructuring efforts to position the Company famd-term
profitable growth. These efforts have been focumebdoth the global Company-operated store basé¢henidon-
retail support organization. Starbucks actionstmnalize its store portfolio have included pléasnounced in July
2008 and January 2009) to close approximately 8@ gany-operated stores in the US, restructuredtgralia
market, and close approximately 100 additional Camypoperated stores internationally. Since those
announcements, nearly all of the approximately 880stores, 61 stores in Australia and 41 in othtrhational
markets have been closed.

US Store Closures +n fiscal 2009, the Company closed 383 of the axiprately 600 stores announced in July
2008, bringing the total number of US closures urthis restructuring action to 588 stores. The Canypalso
closed 183 of the approximately 200 stores annalifareclosure in January 2009.

International Store Closure— During fiscal 2009, the Company closed 41 of therapimately 100 stores
announced for closure in January 2009. The Compapgcts to complete the remaining closures in fi2a20, and
will recognize the associated lease exit costs wmantly with the actual closures.
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Workforce Reduction and Other Related CostsWorkforce reductions related to store closures @on-store
support positions resulted in the recognition d.$Imillion in employee termination costs in fis28l09. In
addition, in fiscal 2009, Starbucks recognized 84iiillion of valuation adjustments on corporatdaffacilities

that were no longer intended to be occupied byCthimpany.

Restructuring charges by type and a reconciliatiotme associated accrued liabil{ip millions):

Lease Exit Employee
and Other Asset Termination
Related Cost: Impairments Costs Total

Total expected cos $ 2631 $ 3308 % 37.C $630.¢
Expenses recognized in fiscal 2((1) 184.2 129.2 19.C 332.¢
Expenses recognized in fiscal 2() 47.¢ 201.¢ 17.t 266.¢
Costs incurred in fiscal 200D 169. 129.2 19.C 317.7
Costs incurred in fiscal 20((%) 62.€ 201.¢ 17.t 281.7
Costs incurred cumulative to d¢ 232.1 330.¢ 36.t 599./
Accrued liability as of September 30, 2C $ — $ -  $ —
Costs incurred in fiscal 2008, excluding non-casarges

and credit<® 72.4 17.t 89.¢
Cash payment (24.9 (12.9) (36.5)
Accrued liability as of September 28, 2C 48.C 5.4 53.4
Costs incurred in fiscal 2009, excluding non-casarges

and credit«(2 192.¢ 19.C 211.¢
Cash payment (137.9 (23.2) (161.0
Accrued liability as of September 27, 2C $ 102.¢ $ 1.2 $104.(
Restructuring charges by reportable segniiennillions):

Unallocated
Us International Corporate @) Total

Total expected cos $458.¢ $75.¢ $96.2 $630.¢
Expenses recognized in fiscal 2(1) 246.: 27.C 59.1 332.¢
Expenses recognized in fiscal 2(%) 210.¢ 19.2 36.€ 266.¢
Costs incurred in fiscal 20((1) 231.¢ 27.1 59.2 317.5
Costs incurred in fiscal 20((1) 225.7 19.2 36.¢ 281.7
Costs incurred cumulative to d¢ 457.1 46.% 96.C 599.¢

(@) The difference between expenses recognized ans ioesirred within a period is due to lease terniimat
agreements that were finalized in one period forestlosures to occur in a subsequent period. Sunfination
fees are amortized on a stra-line basis from the date of the termination agragnm®the date of closur

(@) Non-cash charges and credits for Lease exit and ogfeed costs primarily represent deferred rerdrzes

recognized as expense credits at the use date

® Includes $1.0 million of employee termination cdststhe CPG segment for fiscal 20(
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Note 3: Investments

Short-term and long-term investmefits millions) :

Gross Gross
Unrealized Unrealized
Amortized Holding Holding Fair
Cost Gains Losses Value
September 27, 20(
Shor-term investment— availablefor-salesecurities
Corporate debt securiti $ 2t $ 2E
Government treasury securiti 19.C 19.C
Total 21.t 21t
Shor-term investment— trading securitie 58.t 44.¢
Total shor-term investment $ 80.C $66.5
Long-term investment— available-for-salesecurities
State and local government obligatic $ 578 % — $ (2.1) $55.7
Corporate debt securitit 14.5 0.8 — 15.5
Total lon¢-term investment $ 725 % 0.6 $ (21) 9$71cz
September 28, 20(
Shor-term investment— availabl¢-for-salesecurities
Corporate debt securiti $ 3.C $ 3.C
Total 3.C 3.C
Shor-term investment— trading securitie 58.2 49.t
Total shor-term investment $ 612 $52.5
Long-term investment— available-for-salesecurities
State and local government obligatic $ 65& % — $ (6.0) $59.¢
Corporate debt securitit 12.1 — (0.5) 11
Total lon¢-term investment $ 77 % — $ (65 $71/

Available-for-sale securities

Proceeds from sales of available-for-sale secanitiere $5.0 million, $75.9 million and $47.5 mitiand in fiscal
years 2009, 2008 and 2007, respectively. For figeats 2009, 2008 and 2007, there were immatexddized gain:
and losses on sales and maturities.

As of September 27, 2009, the Company’s long-terail@ble-for-sale securities of $71.2 million indkd

$55.7 million invested in auction rate securiti®RS"). As of September 28, 2008, the Company’gkterm
available-for-sale securities of $71.4 million ndéd $59.8 million invested in ARS. ARS have lorzgedi
maturities but provide liquidity through a Dutchction process that resets the applicable inteedstat pre-
determined calendar intervals. Due to the auctidinres that began in February 2008, these sessitiécame
illiquid and were classified as long-term investitse he investment principal associated with thiledaauctions
will not be accessible until:

« successful auctions resun
« an active secondary market for these securitiesldps;
« the issuers replace these securities with anotier 6f financing; ol

« final payments are made according to the contrhotaturities of the debt issues which range froni®1
36 years
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The Company does not intend to sell the ARS, nitiisely it will be required to sell the ARS bamtheir
anticipated recovery. The Company expects suchveges to occur prior to the contractual maturitiesfiscal
2009, one ARS was called at par value of $7.4 oniland one ARS was partially called at par valug@6 million.

The Company had $2.1 million and $6.0 million of@mulated unrealized losses on ARS as of the efidaaf
2009 and 2008, respectively, determined to be teampowhich is included in Accumulated other confmasive
income as a reduction in shareholders’ equity. BSeptember 27, 2009, approximately $4.9 millioRS were
rated A/B2 by Standard & Poor’'s and Moody'’s, respety. All of the remaining securities were rategestment
grade or higher by two or more of the followingimgtagencies: Moody’s, Standard & P@&nd Fitch Ratings. Tt
Company’s ARS are collateralized by portfolios tfdent loans, substantially all of which are gusgad by the
United States Department of Education.

The following table presents the length of timeikmde-for-sale securities were in continuous utized loss
positions but were not determined to be other-tiemmporarily impairedin millions):

Consecutive Monthly Unrealized Losses

Greater Than

Less Than or Equal to
12 Months 12 months
Gross Gross
Unrealized Unrealized
Holding Fair Holding Fair
Losses Value Losses Value
September 27, 20(
State and local government obligatic $ — $ — $ (2.1) $55.7
Total $ — $ — $ (2.1) $55.7
September 28, 20(
State and local government obligatic $ (6.0) $59.¢ % — $ —
Corporate debt securitii (0.5) 11.€ — —
Total $ (65 $714 $ — $ —

Gross unrealized holding losses on the state arad ébligations pertain to the Company’s eleven ARS
Starbucks does not intend to sell these securit@sis it likely it will be required to sell thesecurities before their
anticipated recovery, which may be at maturity, @wenpany does not consider these securities to be
other-than-temporarily impaired.

There were no realized losses recorded for otlzar thmporary impairments during fiscal years 2Q0@8 or 2007.

Trading securities

Trading securities are comprised of marketabletgauutual funds and equity exchange-traded funds th
approximate a portion of the Company’s liabilityden the Management Deferred Compensation Plan (“MIDG
defined contribution plan. The corresponding defdérrompensation liability of $68.3 million and $&&nillion in
fiscal 2009 and 2008, respectively, is includeddatrued compensation and related costs on the tdated
balance sheets. The changes in net unrealizedhigalgiins/losses in the trading portfolio include@arnings for tt
years ended September 27, 2009 and September@By&be a net loss of $4.9 million and $14.5 milli
respectively.
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Note 4: Derivative Financial Instruments
Cash Flow Hedges

The Company and certain subsidiaries enter intb ftaw/ derivative instruments to hedge portionswoficipated
revenue streams and inventory purchases in cuggther than the entity’s functional currency.<farding
forward contracts, which comprise the majorityted Company’s derivative instruments, hedge morftigcasted
revenue transactions denominated in Japanese ge@aradian dollars, as well as forecasted invergorghases
denominated in US dollars for foreign operation®anktime to time, the Company also uses futuresraots to
hedge the variable price component for a smaligoxf its price-to-be-fixed green coffee purchaeatracts.

The Company had net derivative losses of $3.9onilind $9.2 million, net of taxes, in Accumulate@l@s of
September 27, 2009 and September 28, 2008, regggctielated to cash flow hedges. Of the net dénie losses
accumulated as of September 28, 2009, $0.9 miflentain to hedging instruments that will be dedesigd within
12 months and will also continue to experiencevalue changes before affecting earnings. Ineffeagss from
hedges that were discontinued in fiscal years 202008 was insignificant. Outstanding contradlisexpire
within 36 months.

Net Investment Hedge

Net investment derivative instruments are usecetigk the Compar's equity method investment in Starbucks
Coffee Japan, Ltd. (“Starbucks Japan”) as welhas@ompany'’s net investments in its Canada, UKGinida
subsidiaries, to minimize foreign currency exposure

The Company had net derivative losses of $19.8anithnd $13.0 million, net of taxes, in Accumulat@@€l as of
September 27, 2009 and September 28, 2008, regggctielated to net investment derivative hed@asstanding
contracts will expire within 18 months.

Other Derivatives

The Company enters into certain foreign currenewéod contracts that are not designated as hedgitigiments t
mitigate the translation risk of certain balanceeshitems. These contracts are recorded at faieyalith the
changes in fair value recognized in Net interesbine and other on the consolidated statementswoihga. For the
fiscal years 2009 and 2008, these forward contrastgted in a net gain of $20.0 million and aloss $0.1 million
respectively. These gains and losses were lardfdgtdoy the financial impact of translating foreigurrency
denominated payables and receivables, which aver@t®gnized in Net interest income and other.

In the third quarter of fiscal 2009, the Companteeed into certain swap and futures contractsahanot
designated as hedging instruments to mitigate ttive pncertainty of a portion of its future purcea®f dairy
products and diesel fuel. These contracts are dedoat fair value, with the changes in fair valeeognized in Net
interest income and other on the consolidatedrstté of earnings. For the fiscal year 2009, thessps and future
contracts resulted in a net loss of $0.6 million.
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Fair values of derivative instruments on the coidstéd balance sheet as of September 27, @608illions):

Assets Liabilities
Contract Type Balance Sheet Locatior Fair Value Balance Sheet Locatior Fair Value
Derivatives designated as hedging instrument faoaating purposes
Cash Flow Hedge:
Foreign Exchange Prepaid expenses and ot
current asset $ 6.2 Other accrued expens $ 6.€
Foreign Exchang Other asset 5. Other lon(-term liabilities 5.€
11.¢ 12.2
Net Investment Hedge
Foreign Exchange Prepaid expenses and ot
current assel 0.4  Other accrued expens 4.7
Foreign Exchang Other asset —  Other lon¢-term liabilities 6.4
0.4 11.1
Total derivatives designated as hedging instrurfant
accounting purpose $ 122 $ 23:
Derivatives not designated as hedging instrumemtadcounting purpose:
Foreign Exchange Prepaid expenses and ot
current assel $ 0.€ Other accrued expens $ 9.€
Commaodity Prepaid expenses and ot
current assel 0.1 Other accrued expens 0.3
Total derivatives not designated as hedging instntsfor
accounting purpose 1.C 9.¢
Total Derivatives $ 13.2 $ 33.c

The following table presents the effect of derivatinstruments on the consolidated statementsrafregs in fiscal

2009(in millions):

Location of Gain/(Loss)
Reclassified from Accumulatec

OCl into Earnings -
Effective Portion

Contract Type Gain/(Loss) Recognized in OC

Gain/(Loss) Reclassed from
Accumulated OCI to Earnings

Derivatives designated as hedging instruments éopanting purposes
Cash Flow Hedge:

Foreign Exchang®) $ 9.3 Total net revenu $ 4.5

Cost of sales including
occupancy cost 6.C

Commodity (1.5) Cost of sales including
occupancy cost (2.0
Interest rate?) — Interest expens (0.9)
7.8 0.2

Net Investment Hedge

Foreign Exchang(®) (10.¢) —
Total $ (3.0) $ (0.2)
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Location of Gain/(Loss) Gain/(Loss)
Recognized in Earning Recognized in Earning
Derivatives not designated as hedging instrumemtadcounting purpose:
Foreign Exchang Interest income and other,  $ 22.¢
Commodity Interest Income and other, $ (0.6)

@ In fiscal 2009, $0.3 million of gain was recognizad\et interest income and other related to tedfactive
portion.

(@ The Company entered into, dedesignated and sédttedrd interest rate contracts to hedge movemants
interest rates prior to issuing its $550 millio@®% Senior Notes in fiscal 2007. The resultinglasses from
these contracts will continue to be reclassifiethterest expense on the consolidated statememtsroings over
the life of the Senior Notes due in 20.

@) In fiscal 2009, $3.7 million of gain was recognizedNet interest income and other related to tleéfactive
portion.

The Company had the following outstanding derivatientracts as of September 27, 2009, based arnabti
amounts:

+ $708 million in foreign exchange contras
+ $25 million in dairy contract

« $7 million in diesel contract

Note 5: Fair Value Measurements

The Company adopted the new fair value accountindegce related to financial assets and liabiliéfsctive
September 29, 2008, and will adopt the new fain@alccounting guidance for nonfinancial assetdiabdities in
the first fiscal quarter of 2010. The new fair v@klccounting guidance allows for this two-step séidopapproach.
The Company continues to evaluate the potentiahehpf the adoption of fair value measurementdedito its
property, plant and equipment, goodwill and otidamgible assets.

The guidance defines fair value, establishes advennk for measuring fair value under GAAP and exjzan
disclosures about fair value measurements. Itedtablishes a fair value hierarchy that priorititesinputs used to
measure fair value:

« Level 1: Observable inputs that reflect unadjusted quotaagifor identical assets or liabilities traded in
active markets

» Level 2: Inputs other than quoted prices included withinelel/that are observable for the asset or liability
either directly or indirectly

« Level 3: Inputs that are generally unobservable. These snmaty be used with internally developed
methodologies that result in manager’s best estimate of fair valu
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Financial Assets and Liabilities Measured at Fairdlue on a Recurring Basis (in millions):

Sep 27, 200 Level 1 Level 2 Level 3

Assets:

Trading securitie $ 44¢& $448 $ — $ —
Available-for-salesecurities 92.7 19.C 18.C 55.7
Derivatives 13.2 — 13.2 —
Total $ 150.7 $63.€ $31.2 $55.7
Liabilities:

Derivatives $ 332 $ — $332 $ —

Trading securities include equity mutual funds ardhange-traded funds. For these securities, thep@oy uses
quoted prices in active markets for identical astetetermine their fair value, thus they are imered to be
Level 1 instruments.

Available-for-sale securities include governmeataury securities, corporate bonds and ARS. Fogrgavent
treasury securities, the Company uses quoted pricastive markets for identical assets to deteentheir fair
value, thus they are considered to be Level 1unstnts. The Company uses observable direct ancatdinputs
for corporate bonds, which are considered Levek&iments. Level 3 instruments are comprisedsofeARS, all
of which are considered to be illiquid due to thetaon failures that began in February 2008. Then@any values
ARS using an internally developed valuation moddlpse inputs include interest rate curves, craditlauidity
spreads, and effective maturity.

Derivative assets and liabilities include foreignmrency forward contracts, commodity swaps andraguontracts.
Where applicable, the Company uses quoted pricas active market for identical derivative asseis leabilities
that are traded on exchanges. These derivativésamse liabilities are coffee and dairy futuresteacts, and are
included in Level 1. Derivative assets and lialgifitincluded in Level 2 are over-the-counter curyeforward
contracts and commodity swaps whose fair valuegstimated using industry-standard valuation modish
models project future cash flows and discount theré amounts to a present value using market-hatssetvable
inputs, including interest rate curves and forwand spot prices for currencies and commodities.

Changes in Level 3 Instruments Measured at Fair \alon a Recurring Basis (in millions):

ARS
Beginning balance, September 28, 2 $59.¢
Total reduction in unrealized losses included imeotcomprehensive incon 3.6
Purchases, sales, issuances, and settlel (8.0
Transfers in (out) of Level =
Ending balance, September 27, 2 $55.7

Financial Assets and Liabilities Measured at Fairalue on a Nonrecurring Basis

The Company measures certain financial assetsidimg its cost and equity method investments, iatvidue on a
nonrecurring basis. These assets are recogniZait aalue when they are deemed to be
other-than-temporarily impaired.
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Note 6: Inventories
Inventories consisted of the followirfop millions):

Sep 27,200  Sep 28, 200

Coffee:
Unroastec $ 381.c $ 3770
Roastec 76.7 89.¢
Other merchandise held for s 116.C 120.¢
Packaging and other suppli 90.€ 104.¢
Total $ 664.C $ 692.¢

Other merchandise held for sale includes, amonegratibms, serveware, tea and brewing equipment.

As of September 27, 2009, the Company had comntitt@dirchasing green coffee totaling $155 milliowder
fixed-price contracts and an estimated $84 milliader price-to-be-fixed contracts. The Companyelvels, based
on relationships established with its supplierthim past, the risk of non-delivery on such purclasemitments is
remote.

Note 7: Equity and Cost Investments

Equity and cost investmentis millions):

Sep 27,200  Sep 28, 200

Equity method investmen $ 3132 $ 267.¢
Cost method investmen 39.1 34,7
Total $ 352.: $ 302.¢

Equity Method Investment
Equity investees and ownership interests by replataperating segment:

Sep 27, 200! Sep 28, 200t

United State!

StarCon, LLC —% 50.(%
International
Starbucks Coffee Korea Co., Lt 50.C 50.C
Starbucks Coffee Austria Gmkt 50.C 50.C
Starbucks Coffee Switzerland A 50.C 50.C
Starbucks Coffee Espafa, ¢ 50.C 50.C
President Starbucks Coffee Taiwan L 50.C 50.C
Shanghai President Coffee C 50.C 50.C
Starbucks Coffee France S 50.C 50.C
Berjaya Starbucks Coffee Company Sdn. Bhd. (Maig 50.C 50.C
Starbucks Brasil Comercio de Cafes Litt 49.C 49.C
Starbucks Coffee Japan, Lt 40.1 40.1
Starbucks Coffee Portugal L 50.C 50.C
CPG
The North American Coffee Partners| 50.C 50.C
Starbucks Ice Cream Partners 50.C 50.C
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StarCon, LLC was a joint venture formed in Marcl®2@vith Concord Music Group, Inc. (“Concord”). The
Company sold its 50% ownership interest to Conaoehrly fiscal 2009. The International entitiesogte licensed
Starbucks retail stores. See Note 19 for a disonssi a transaction affecting the Compangivnership related to i
markets in France, Spain and Portugal. The Comptsayhas licensed the rights to produce and dig&iBtarbucks
branded products to two partnerships in which tbem@any holds 50% equity interests. The North Anaari€offee
Partnership with the Pepsi-Cola Company develofdsdsstributes bottled Frappuccifidoeverages and Starbucks
DoubleSho® espresso drinks. Starbucks Ice Cream Partnershigdajed and distributed super premium ice
creams, and was in the process of being dissolvgb@nd of fiscal 2009. It was replaced by ansieg agreement
with Unilever for the manufacturing, marketing atigtribution of Starbucks super-premium ice creaodpcts in
the US.

Prior to fiscal 2005, Starbucks acquired equitgiiest in its licensed operations of Malaysia, Aas®hanghai,
Spain, Switzerland and Taiwan. The carrying amadithese investments was $24.3 million more than th
underlying equity in net assets due to acquireddgdlg which is evaluated for impairment annualNo
impairments were recorded during fiscal years 2Q098 or 2007.

The Company’s share of income and losses frongiistye method investments is included in Income frequity
investees on the consolidated statements of earnfgo included in this line item is the Compangtsportionate
share of gross margin resulting from coffee an@iofinoduct sales to, and royalty and license feemaes generat
from, equity investees. Revenues generated frosethelated parties, net of eliminations, were $ 24llion,
$128.1 million and $107.9 million in fiscal yeai8®, 2008 and 2007, respectively. Related cosssles, net of
eliminations, were $64.9 million, $66.2 million afi#i7.1 million in fiscal years 2009, 2008 and 20@3pectively.
As of September 27, 2009 and September 28, 2088 there $37.6 million and $40.6 million of accaunt
receivable, respectively, on the consolidated lraiheets from equity investees primarily relategroduct sales
and store license fees.

As of September 27, 2009, the aggregate markeewalthe Company’s investment in Starbucks Japan wa
approximately $241 million, based on its availadpleted market price.

Summarized combined financial information of ther@any’s equity method investees, which represe®¥d 6f
the investees’ financial informatiorin( millions):

Financial Position as o Sep 27, 200 Sep 28, 200
Current assel $ 3158 $ 247
Noncurrent asse 657.€ 604.¢
Current liabilities 292.( 273.t
Noncurrent liabilities 76.5 59.¢
Results of Operations for Fiscal Year Ende Sep 27, 200 Sep 28, 200 Sep 30, 200
Net revenue: $ 2,100.. $ 1,961.C $ 1,452
Operating incom: 192.t 171.2 186.2
Net earning: 155.¢ 136.¢ 159.¢

Cost Method Investments

The Company has equity interests in entities teaelbp and operate Starbucks licensed retail storesveral
global markets. The value of these investments$8&s6 million and $31.9 million as of September 2009 and
September 28, 2008, respectively. Additionally r@iaks has investments in privately held equityusées
unrelated to Starbucks licensed retail stores.vEhge of these investments was $2.5 million at &aper 27, 2009
and $2.8 million at September 28, 2008. As of Seper 27, 2009 and September 28, 2008, management
determined that the estimated fair values of eash method investment exceeded the related carwghges. In the
third quarter of fiscal 2009 Starbucks recognizéasa of $0.3 million on one of the investmentd teainrelated to
Starbucks licensed retail stores. There were rizegblosses recorded for other-than-temporary impent of the
Company’s cost method investments during fiscatyy@808 or 2007.
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Starbucks has the ability to acquire additionadriests in some of these cost method investeestaircmtervals.
Depending on the Company'’s total percentage of ostniyg interest and its ability to exercise sigréfit influence
over financial and operating policies, additiomaleéstments may require the retroactive applicaticthe equity

method of accounting.

Note 8: Property, Plant and Equipment
Property, plant and equipme(imt millions):

Sep 27,200  Sep 28, 200

Land $ 582z % 59.1
Buildings 231t 217.5
Leasehold improvemen 3,349.( 3,363.:
Store equipmer 1,073.¢ 1,045.:
Roasting equipmet 282.¢ 220.7
Furniture, fixtures and otht 586.% 517.¢
Work in progres: 119.Z 293.¢

5,700.¢ 5,717.:
Less accumulated depreciation and amortize (3,164.9 (2,760.9

Property, plant and equipment, |

Note 9: Other Intangible Assets and Goodwiill

Other intangible assefm millions):

$ 2,536« $ 2,956.

Sep 27,200  Sep 28, 200

Indefinite-lived intangibles $ 60.6 % 58.2
Definite-lived intangibles 15.C 14.2
Accumulated amortizatio (7.€) (5.9
Definite-lived intangibles, ne 7.4 8.2
Total other intangible asse $ 68.z $ 66.€
Definite-lived intangibles approximate remaining weightedrage useful life in yeal 8 8

Amortization expense for definite-lived intangibleas $1.7 million, $1.5 million and $1.0 million idhyg fiscal
2009, 2008 and 2007, respectively.

Estimated amortization expense for each of the fimxfiscal years and thereafter, as of Septer@ze2009
(in millions):

Fiscal Year Endinc

2010 $1.1
2011 1.0
2012 1.C
2013 0.8
2014 0.8
Thereaftel 2.6
Total $7.4
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Changes in the carrying amount of goodwill by réglole operating segment for the fiscal year endgatesnber 27,
2009(in millions):

United States International CPG Total
Balance as of September 28, 2( $ 1181 $ 1174 $31.C $266.t
Purchase price adjustment of previous acquisil — (1.2 — (1.2
Impairment (7.0 — — (7.0
Other — 0.8 — 0.8
Balance as of September 27, 2( $ 1111 $ 117.C $31.C $259.]

United States

The impairment of $7.0 million relates to the Comyja Hawaii reporting unit as discussed furtheNiote 1.

International

The decrease in goodwill of $1.2 million was du@tmchase price adjustments for property, plantemdpment
acquired as a part of the Coffee Vision, Inc. asijon, completed in the fourth quarter of fiscQD8. The increase
in goodwill of $0.8 million included in Other wasi@ to foreign currency fluctuations.

Note 10: Debt

Debt consisted of the followin@n millions):

Sep 27,200  Sep 28, 200

Commercial paper program (end of period weightestaye interest rate of 3.4) $ — $ 413¢(
Revolving credit facility (end of period weightedesiage interest rate of 3.5) — 300.(
Current portion of lon-term debt 0.2 0.7
Shor-term debr 0.2 713.5
6.25%1C-yearSenior Notes (due Aug 201 549.2 549.2
Other lon¢-term debt 0.1 0.4
Long-term debi 549.: 549.¢
Total debi $ 549 $ 1,263.

Revolving Credit Facility and Commercial Paper Pnagn

The Company has a $1 billion unsecured creditifagihe “credit facility”) with various banks, afhich

$100 million may be used for issuances of lettéredit. The credit facility is available for warlg capital, capital
expenditures and other corporate purposes, whighimestude acquisitions and share repurchases. fidditdacility
is currently set to terminate in August 2011. OridDer 31, 2008, the Company entered into an amemichoés
facility that, among other changes, increasedrterést rate range for borrowings under the cffaditity to 0.21%
to 0.67% over LIBOR or the greater of the bank jerirate or the Federal Funds Rate plus 0.50%. Téwfsp
spread over LIBOR will continue to depend upon@umnpany’s long-term credit ratings assigned by Méodnd
Standard & Poor’s rating agencies and the Compamgysrage ratio. The credit facility contains psiwns
requiring the Company to maintain compliance wiht@in covenants, including a minimum fixed chacgeerage
ratio which measures the Company’s ability to cdir@ancing expenses.

Under the Company’s commercial paper program it iesiye unsecured commercial paper notes, up toxamm
aggregate amount outstanding at any time of $bbijlwith individual maturities that may vary, ndt exceed
397 days from the date of issue. The program ikdiapped by the Company’s credit facility, and tbenbined
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borrowing limit is $1 billion for the commercial par program and the credit facility. The Company isaue
commercial paper from time to time, and the prosesfd¢he commercial paper financing will be usedworking
capital needs, capital expenditures and other catp@urposes, which may include acquisitions dades
repurchases.

As of September 27, 2009, the Company also hadl$mdlion in letters of credit outstanding undee ttredit
facility, leaving a total of $985.9 million in renméng borrowing capacity under the combined créafiility and
commercial paper program. As of September 28, 2@@®rs of credit totaling $15.9 million were daisding.
Long-term Debt

In August 2007, the Company issued $550 millio®.@5% Senior Notes (the “notes”) due in August 204 an
underwritten registered public offering. Interespayable semannually on February 15 and August 15 of each
The notes require the Company to maintain compéiavith certain covenants, which limit future lieanrsd sale and
leaseback transactions on certain material pragzerti

Other long term debt, totaling $0.1 million as efpfmber 27, 2009, matures in fiscal 2011.
Scheduled principal payments on long-term debgar®llows(in millions):

Fiscal Year Endinc

2010 $ 0.2
2011 0.1
2012 —
2013 —
2014 —
Thereafte 550.(
Total principal payment $550.4

Interest Expense

Interest expense, net of interest capitalized, $&81 million, $53.4 million and $38.2 million irstal 2009, 2008
and 2007, respectively. In fiscal 2009, 2008 an@i72&2.9 million, $7.2 million and $3.9 million,gpectively, of
interest was capitalized for new store and othsetasonstruction projects, and included in Net prop plant and
equipment on the consolidated balance sheets.

Note 11: Other Long-term Liabilities

Other long-term liabilitiegin millions):

Sep 27,200  Sep 28, 200

Deferred ren $ 266.C $ 303¢
Unrecognized tax benefi 55.1 60.4
Asset retirement obligatior 43.4 44.¢
Minority interest 11.2 18.:
Other 25.1 15.2
Total $ 400 $ 442«

Deferred rent liabilities represent amounts foatgrimprovement allowances, rent escalation claasdgent
holidays related to certain operating leases. Toragany amortizes deferred rent over the termseofdhses as
reductions to rent expense on the consolidatedmataits of earnings. Unrecognized tax benefits sepitethe
estimated long-term portion of the Compangtross unrecognized tax benefits including intef&se Notes 1 and !
for additional information. Asset retirement obligas represent the estimated fair value of the Qamg’s
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future costs of removing leasehold improvementh@atermination of leases for certain stores amdimidtrative
facilities. Minority interest represents the cotlee ownership interests of minority shareholdensdperations
accounted for under the consolidation method, irckviStarbucks owns less than 100% of the equigrést. The
other remaining long-term liabilities generally linde obligations to be settled or paid for one ymarond each
period presented, for items such as hedging ingnisrand the long-term portion of capital leaségalibns.

Note 12: Leases

In the fourth quarter of fiscal 2009 Starbucks detaed that there was an immaterial classificagmor in the lease
footnote of the 2008 10-K. Amounts of $25.7 milliand $22.7 million for the fiscal years ended Seyiter 28,
2008 and September 30, 2007, respectively, werriectly classified as contingent rent that shdwdde been
classified as minimum rentals. The total for rexpgense under operating leases was not impactedolibeing
table reflects the corrected amounts for fiscal2@dd 2007.

Rental expense under operating lease agreertiemtsllions) :

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Minimum rentals $ 690C $ 709.1 $ 609¢
Contingent rental 24.7 32.C 28.2
Total $ 7145 0 $ 74171 $ 638.]

Minimum future rental payments under noncancelaplerating leases as of September 27, ZD0&illions):

Fiscal Year Endinc

2010 $ 706.7
2011 669.(
2012 612.5
2013 551.C
2014 488.1
Thereafte 1,362.:
Total minimum lease paymer $4,389.:

The Company has subleases related to certain opérating leases. During fiscal 2009, 2008 and/ 20
Company recognized sublease income of $7.1 milk8r6 million and $3.6 million, respectively.

The Company had capital lease obligations of $1llBomand $6.7 million as of September 27, 2009 an
September 28, 2008, respectively. Capital leasgatidns expire at various dates, with the latestumity in 2015.
The current portion of the total obligation is imdéd in Other accrued expenses and the remainiggtéorm portion
is included in Other long-term liabilities on thensolidated balance sheets. Assets held undeatigzites are
included in Net property, plant and equipment andbnsolidated balance sheets.

The Company had $76.2 million and $91.1 milliorpiepaid rent included in Prepaid expenses and ctiveent
assets on the consolidated balance sheets asteh@my 27, 2009 and September 28, 2008, respectivel

Note 13: Shareholders Equity

In addition to 1.2 billion shares of authorized ¢oan stock with $0.001 par value per share, the Gomyhas
authorized 7.5 million shares of preferred stodgeof which was outstanding at September 27, 2009.
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Share repurchase activity was as folldimsmillions, except for average price data)

Fiscal Year Endinc Sep 27, 200 Sep 28, 200
Number of shares acquir: — 12.2
Average price per share of acquired sh. — $ 24.1¢
Total accrue-based cost of acquired sha — $ 295:
Total cas-based cost of acquired sha — $ 311«

The difference between the accrual-based and castdlrost of acquired shares represents the effdet net
change in unsettled trades from the prior fiscalryend.

As of September 27, 2009, 6.3 million shares reethavailable for repurchase under current authiboizs.

Comprehensive Income

Comprehensive income includes all changes in eqluiting the period, except those resulting fromgeections
with shareholders of the Company. It has two corepts1 net earnings and other comprehensive income.
Accumulated other comprehensive income reportetheCompany’s consolidated balance sheets comdists
foreign currency translation adjustments and theaiized gains and losses, net of applicable tares,
available-for-sale securities and on derivativérimaents designated and qualifying as cash flowrstdnvestment

hedges.

Comprehensive income, net of related tax efféntsillions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Net earnings $ 3906 $ 315F8 $ 672.€

Unrealized holding gains/(losses) on availablesfale securities, net

of tax (provision)/benefit of $(1.9), $2.4, and (&0in 2009, 2008

and 2007, respective 3.3 (4.0 0.
Unrealized holding gains/(losses) on cash flow ireglinstruments,

net of tax (provision)/benefit of $(2.4), ($0.4)dk$7.5 in 2009,

2008 and 2007, respective 4.C 0.7 (12.¢)
Unrealized holding losses on net investment hedigistyguments, net

of tax benefit of $4.0, $0.6 and $5.2 in 2009, 2668 2007,

respectively (6.9 (0.9 (8.9
Reclassification adjustment for net losses realinatet earnings for

cash flow hedges, net of tax benefit of $0.8, $816 $0.5 in 2009

[¢6]

2008 and 2007, respective 1.3 5.C 0.6

Net unrealized gain/(los: 1.8 0.8 (20.9
Translation adjustment, net of tax benefit of $6@.3 and $— in 200¢

2008, and 2007, respective 15.2 (7.0 37.7

Total comprehensive incon $ 4076 $ 309. $ 689.¢

The favorable translation adjustment change duigegl 2009 of $15.2 million was primarily due teetweakening
of the US dollar against the Japanese yen, Auatraollar and the euro. The unfavorable translaigjnstment
change during fiscal 2008 of $7.0 million was pnityadue to the strengthening of the US dollar agaseveral
currencies including the Australian dollar, Koreeon and Canadian dollar. The favorable translatidjustment
change during fiscal 2007 of $37.7 million was maiity due to the weakening of the US dollar agagesteral
currencies including the euro, Canadian dollar British pound.
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Components of Accumulated other comprehensive iecaorat of taxin millions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200
Net unrealized losses @available-for-salesecurities $ 0.8 $ (4.1
Net unrealized losses on hedging instrum (23.7) (22.2)
Translation adjustmel 89.¢ 4.0
Accumulated other comprehensive inca $ 65.£ $ 48.2

As of September 27, 2009, the translation adjustme$89.9 million was net of tax provisions of @illion. As
of September 28, 2008, the translation adjustme$74.7 million was net of tax provisions of $7.0lmon.

Note 14: Employee Stock and Benefit Plans

The Company maintains several equity incentiveplarder which it may grant non-qualified stock ops,
incentive stock options, restricted stock, RSUsstock appreciation rights to employees, non-eng#ayjirectors
and consultants. The Company issues new sharesrofion stock upon exercise of stock options and/¢iséing of
RSUs. The Company also has employee stock purgiase (“ESPP”).

As of September 27, 2009, there were 38.2 millimerss of common stock available for issuance puatdoauture
equity-based compensation awards and 9.8 millianeshavailable for issuance under its ESPP plans.

Total stock based compensation and ESPP expersgniezed in the consolidated financial stateméimtsnillions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Stock option expens $ 616 $ 57.¢ $ 92.2
RSU expens 16.€ 5.€ —
ESPP expens 5.C 11.¢ 11.€

Total stock-based compensation expense on the lidaiteal statements
of earnings $ 83z § 75.C $ 103¢

Total related tax benel $ 29.: % 24C % 35.2

Stock-based compensation capitalized in the resjeeftscal year, as
included in Net property, plant and equipment anentories on the
consolidated balance she $ 12 % ¢ % 2.t

Stock Option Plan:

Stock options to purchase the Company’s commorkstioe granted at the fair market value of the stutkhe date
of grant. The majority of options become exercisablfour equal installments beginning a year ftbedate of
grant and generally expire 10 years from the datgant, except for options granted in the exchgmggram,
described below, which have a seven year life.dgtgranted to non-employee directors generally asxey one to
three years. Nearly all outstanding stock opticesn@n-qualified stock options.

The fair value of each stock option granted isnested on the grant date using the Black-ScholegdvigfBSM”)
option valuation model. The assumptions used toutate the fair value of options granted are evalland
revised, as necessary, to reflect market conditmmusthe Company’s experience. Options grantedated using
the multiple option valuation approach, and thelltesy expense is recognized over the requisiteiceperiod for
each separately vesting portion of the award. Corsgiiton expense is recognized only for those optéxpected to
vest, with forfeitures estimated at the date ohgtmsed on the Company’s historical experiencefatude
expectations.

On March 18, 2009, Starbucks shareholders apprayedposal to allow for a one-time stock optiontextge
program, designed to provide eligible employees@portunity to exchange certain outstanding undesmstock
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options for a lesser amount of new options to laaigd with lower exercise prices. Stock optiongilele for
exchange were those with an exercise price peegjraater than $19.00 that were granted prior webwer 1,
2007 under the Company’s Amended and Restated 20@% Term Equity Incentive Plan (the “2005 Plarifje
Amended and Restated Key Employee Stock Option-P3& or the 1991 Company-Wide Stock Option Plam. O
May 1, 2009 Starbucks commenced the option excharggram, which expired on May 29, 2009. A total of
14.3 million eligible stock options were tendergddmployees, representing 65% of the total stodloog eligible
for exchange. On June 1, 2009, the Company gramedjgregate of 4.7 million new stock options inh&nge for
the eligible stock options surrendered. The exergigce of the new stock options was $14.92, whiak the closin
price of Starbucks common stock on June 1, 2008.1Hw stock options were granted under the 200% Rla
incremental stock option expense was recognizethfoexchange because the fair value of the neieroptusing
standard employee stock option valuation technigwas approximately equal to the fair value ofsherendered
options they replaced.

The fair value of stock option awards and ESPPeshams estimated at the grant date with the foligwieighted
average assumptions for the fiscal years endede®éptr 27, 2009, September 28, 2008 and Septemh20GD
(excludes options granted in the 2009 stock opgixechange program described above):

Employee Stock Options

Granted During the Period ESPP

Fiscal Year Endec 2009 2008 2007 2009 2008 2007
Expected term (in year 4.¢ 4.7 4.7 0.25- 0.t 0.25- 0.5 0.25- 0.5
Expected stock price volatilit 44.5% 29.2% 28.% 37%- 64% 26%- 44% 28%- 31%
Risk-free interest rat 2.2% 3.4% 4% 0.2%-1.7% 1.3%-4.5% 4.7%-5.1%
Expected dividend yiel 0.C% 0.C% 0.C% 0.0% 0.0% 0.0%
Weighted average grant pri $8.97 $22.11 $36.0¢ $ 1092 $ 1452 $ 24.5¢
Estimated fair value per option

grantec $3.61 $6.85 $11.7: 3 267 $ 40C $ 6.0

The expected term of the options represents tlma&sd period of time until exercise and is basedhistorical
experience of similar awards, giving consideratmthe contractual terms, vesting schedules andaapons of
future employee behavior. Expected stock pricetilitjais based on a combination of historical villgy of the
Company’s stock and the one-year implied volatitifyts traded options, for the related vestingqus. The risk-
free interest rate is based on the implied yiellable on US Treasury zero-coupon issues withqaivalent
remaining term. As the Company does not pay divddethe dividend yield is 0%. The amounts showrvakior the
estimated fair value per option granted are betfoeeestimated effect of forfeitures, which reduoe amount of
expense recorded on the consolidated statemeariohgs.

The BSM option valuation model was developed fa imsestimating the fair value of traded optionkjahk have nc
vesting restrictions and are fully transferablee Bompany’s employee stock options have charatitsris
significantly different from those of traded optmrand changes in the subjective input assumptiansnaterially
affect the fair value estimate. Because Starbutdckptions do not trade on a secondary exchangployees do
not derive a benefit from holding stock optionsassl there is an increase, above the grant pritlegimarket price
of the Company’s stock. Such an increase in stoicke pvould benefit all shareholders commensurately.
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Stock option transactions from October 1, 2006ugh September 27, 200@ millions, except per share and
contractual life amounts)

Weighted Weighted

Average Average
Shares Exercise Remaining Aggregate
Subject tc Price Contractual Intrinsic
Options per Share  Life (Years) Value

Outstanding, October 1, 201 69.4 16.8: 6.2 1,196..
Granted 12.: 36.04
Exercisec (22.7) 10.2:
Expired/forfeitec (3.5 30.92

Outstanding, September 30, 2( 65.5 20.97 6.2 507.t
Granted 15.4 22.11
Exercisec (6.€) 10.71
Expired/forfeitec (11.9 28.4¢

Outstanding, September 28, 2( 63.C 20.9¢ 5.7 114.¢
Granted 30.¢ 8.97
Granted under option exchange prog! 4.7 14.92
Exercisec (7.2 7.31
Expired/forfeitec (13.5) 18.9¢
Cancelled under option exchange progi (14.9 29.3¢

Outstanding, September 27, 2( 63.€ 14.7¢ 6.7 442 ¢

Exercisable, September 27, 2( 27.5 17.6¢ 4.1 142.1

Vested and expected to vest, September 27, 57.¢ 15.12 6.5 388.¢

The aggregate intrinsic value in the table abothésamount by which the market value of the uryilegl stock
exceeded the exercise price of outstanding optisrizfore applicable income taxes and represkatarnount
optionees would have realized if all in-the-moneyians had been exercised on the last businessfdag period
indicated. The closing per share market value ®Gbmpany’s stock on September 25, 2009 was $19.83.

As of September 27, 2009, total unrecognized stmded compensation expense, net of estimatedtiogs)
related to nonvested stock options was approxim&@8 million, before income taxes, and is expettelde
recognized over a weighted average period of ajppiately 2.7 years. The total intrinsic value ofcit@ptions
exercised was $44 million, $50 million and $274limil during the three fiscal years ended Septer@Be2009. Th
total fair value of options vested was $75 milli#99 million and $28 million during fiscal years() 2008 and
2007, respectively.

RSUs

The Company has both time-vested and performansedd@SUs. Time-vested RSUs are awarded to eligible
employees and entitle the grantee to receive sladu@smmon stock at the end of a vesting periobjesu solely to
the employee’s continuing employment. The Compapgi$ormance-based RSUs are awarded to eligible
employees and entitle the grantee to receive sladismmon stock if the Company achieves specifiedormance
goals for the full fiscal year in the year of awartt the grantee remains employed during the subségesting
period. The fair value of RSUs is based on theitpprice of Starbucks common stock on the awatd.d&xpense
for performance-based RSUs is recognized whemitabable the performance goal will be achieved.
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Summary of all RSU transactions from October 1,&200ough September 27, 2008 millions, except per share
and contractual life amounts)

Weighted Weighted
Average Average
Number Grant Date Remaining Aggregate
of Fair Value Contractual Intrinsic
Shares per Share Life (Years) Value
Nonvested, October 1, 20C — % — — % —
Granted 0.2 27.8:
Vested — —
Forfeited/Cancelle: — —
Nonvested, September 30, 2( 2 27.8: 3.C 4.7
Granted 2.C 16.4:
Vested — —
Forfeited/Cancelle (0.2 17.2%
Nonvested, September 28, 2( 2.C 17.3¢ 25 30.t
Granted 3.3 8.7¢
Vested — —
Forfeited/Cancelle (0.9 13.9¢
Nonvested, September 27, 2( 4.4 11.5¢ 1.€ 88.2

As of September 27, 2009, total unrecognized sbaded compensation expense related to nonvested, R8tbf
estimated forfeitures, was approximately $23 millibefore income taxes, which is expected to begmized over
weighted average period of approximately 2.4 years.

ESPP

The Company’s ESPP allows eligible employees tdrimrte up to 10% of their base earnings towardoharterly
purchase of the Company’s common stock, subjeghtannual maximum dollar amount. The ESPP for US
employees was amended in March 2009 to changeribgees’ purchase price to 95% of the fair maviedtie of
the stock on the last business day of the quartéftying period. Prior to the amendment, the empgés’ purchase
price was 85% of the lesser of the fair market &aifithe stock on the first or last business dathefquarterly
offering period.

Summary of transactions under this ESPP from figeat 2007 through 20@8hares in millions)

Average
Price Pel
Shares Share
Issued during fiscal year 20! 1.8 24.5¢
Issued during fiscal year 20! 2.8 14.52
Issued during fiscal year 20! 25 10.92
Total number of shares issuable under the 32.C
Total number of shares issued since incey. 23.t
Shares available for future issual 8.5

Starbucks has an additional employee stock purgblasein the UK, which allows eligible UK employetes
purchase shares of common stock through payroliateshs during six-month offering periods at thssker of the
fair market value of the stock at the beginningiothe end of the offering period. The Company awane
matching share for each six shares purchased timel@tan. The Company did not initiate a new offgmperiod at
the conclusion of the six-month offering periodttaaded April 30, 2009, and does not plan to rgatiplan
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offerings in the immediate future. The total numbgshares issuable under the plan is 1.4 millfsof
September 27, 2009, 1.3 million shares were aMailfalp future issuance.

Deferred Stock Plar

Starbucks has a deferred stock plan for certainekegloyees that enables participants in the plateter receipt of
ownership of common shares from the exercise ofjnalified stock options. The minimum deferral pdris five
years. As of September 27, 2009, receipt of 3.#lanikhares was deferred under the terms of tlis.@rhe rights t
receive these shares, represented by common stisk are included in the calculation of basic dildted earning
per share as common stock equivalents. No newaligiéferrals are permitted under this plan; thae plarmits re-
deferrals of previously deferred shares.

Defined Contribution Plans

Starbucks maintains voluntary defined contributiens, both qualified and non-qualified, coveritigible
employees as defined in the plan documents. Rzatiog employees may elect to defer and contribygertion of
their eligible compensation to the plans up toténsitated in the plan documents, not to exceeddhar amounts s
by applicable laws. Effective beginning in plan y2809, the Company changed to a fully discretipmaatching
contribution, from one based on a fixed schedelé to participant contribution percentage and egmpént tenure.

The Company’s matching contributions to all US and-US plans were $19.7 million, $25.3 million and
$20.1 million in fiscal years 2009, 2008 and 20@8pectively.

Note 15: Income Taxes

Provision for income taxg millions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Current taxes
Federa $ 165 $ 180« $ 326.7
State 35.C 34.: 65.8
Foreign 26.2 40.4 31.2
Deferred taxes, nt (58.2) (111.7) (39.5)
Total $ 168.¢ $ 144( $ 383.7

Reconciliation of the statutory federal income tate with the Company’s effective income tax rate:

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Statutory rate 35.(% 35.(% 35.(%
State income taxes, net of federal income tax lie 2.€ 2.8 3.4
Foreign earnings taxed at lower ra 2.3 (3.6 1.
Domestic production activity deductis 2.3 (2.6) (0.5
Credit resulting from employment au (2.0 — —
Other, ne (0.9 (0.3 (0.5)
Effective tax rate 30.1% 31.2% 36.2%

US income and foreign withholding taxes have nefrbgrovided on approximately $520 million of cuniivia
undistributed earnings of foreign subsidiaries aquity investees. The Company intends to reinvieste earnings
for the foreseeable future. If these amounts westeilbuted to the US, in the form of dividends ¢herwise, the
Company would be subject to additional US incomxesaDetermination of the amount of unrecognizeérded
income tax liabilities on these earnings is notpcable because such liability, if any, is depemndm circumstance
existing if and when remittance occurs.
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Tax effect of temporary differences and carryfogathat comprise significant portions of deferraxi dssets and
liabilities (in millions):

Sep 27,200  Sep 28, 200

Deferred tax asset

Accrued occupancy cos $ 51t % 54.¢
Accrued compensation and related ct 70.1 56.2
Other accrued expens 24.5 25.2
Asset retirement obligation as: 13.¢ 13.c
Deferred revenu 39.c 36.C
Asset impairment 99.7 80.¢
Tax credits 61.4 26.1
Stock based compensati 96.¢€ 79.€
Other 56.1 49.€
Total 513.1 421.¢
Valuation allowanct (20.9) (20.0
Total deferred tax asset, net of valuation alloves 492.¢ 401.¢
Deferred tax liabilities
Property, plant and equipme (45.6€) (18.7)
Other (25.9 (21.4)
Total (71.0) (39.5)
Net deferred tax ass $ 4218 $ 3621
Reported as
Current deferred income tax as $ 2866 $ 234.:
Long-term deferred income tax asset (included in Otbse®s 135.2 127.¢
Net deferred tax ass $ 4218 $ 3627

The Company will establish a valuation allowanceitifier it is more likely than not that the defertax asset will
expire before the Company is able to realize theiefits, or the future deductibility is uncertaferiodically, the
valuation allowance is reviewed and adjusted basathianagement’s assessments of realizable detestedsets.
The valuation allowance as of September 27, 2009%Smptember 28, 2008 was related to net operaissgs of
consolidated foreign subsidiaries. The net chandke total valuation allowance for the years enslegtember 27,
2009, and September 28, 2008, was an increase®h$lion and $6.3 million, respectively.

As of September 27, 2009, the Company has foreigmeredit carryforwards of $38.5 million with exaiion dates
between fiscal years 2013 and 2019. As of the éfidaal 2009, the Company also has capital loss/t@wards ol
$1.1 million with expiration dates between fiscabys 2010 and 2014.

Taxes currently payable of $57.2 million and $1#ilion are included in Accrued taxes on the coimaibd
balance sheets as of September 27, 2009 and Sept26)2008, respectively.

Uncertain Tax Positions

As described in Note 1, on October 1, 2007, thet iay of the Company’s fiscal 2008, Starbucks setbpew
accounting requirements for uncertain tax positidie cumulative effects of the related changeg®wetorded as
decrease of $1.7 million and $1.6 million, respesiii, to the Company’s fiscal 2008 opening balarafegtained
earnings and additional paid-in capital. The Comypalao recorded an increase of $28.5 million toenrincome
tax assets, an increase of $12.2 million to lomgitmcome tax assets, a decrease of $24.6 mili@utrent tax
liabilities and an increase of $68.6 million to dpterm tax liabilities.
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As of September 27, 2009, the Company had $49lomif gross unrecognized tax benefits of which

$25.4 million, if recognized, would affect the effee tax rate. The Company recognizes interestpemdlties
related to income tax matters in income tax expefisef September 27, 2009 and September 28, 2088,
Company had accrued interest and penalties ofréiflidn and $9.1 million, respectively, before béhef federal
tax deduction, recorded on its consolidated balaheets.

The following table summarizes the activity relatedhe Company’s unrecognized tax benefits frorto@er 1,
2007 to September 27, 2008 millions):

Sep 27,200  Sep 28, 200

Beginning balanc $ 52¢ $ 58.2
Increase related to prior year tax positi 4.2 64.<
Decrease related to prior year tax positi (11.¢ (37.2)
Increase related to current year tax posit 8.4 17.C
Decrease related to current year tax posit (0.9 (5.9
Decreases related to settlements with taxing aitig (3.0 (11.7
Decreases related to lapsing of statute of linuited (0.€) (33.9)
Ending balanci $ 49.1 % 52.€

Starbucks is currently under routine audit by vasiqurisdictions outside the US as well as US dtating
jurisdictions for fiscal years 2003 through 2008eTCompany is no longer subject to US federalate
examination for years before fiscal year 2005, whih exception of three states. The Company isstlby income
tax in many jurisdictions outside the US, none bfal are individually material to the consolidafedhncial
statements.

There is a reasonable possibility that the unreizegihtax benefits will change within the next 12ntis, but the
Company does not expect this change to be materibe consolidated financial statements.
Note 16: Earnings per Share

Calculation of net earnings per common share (“BRS’basic and dilutefin millions, except EPS)

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Net earnings $ 3906 $ 315& $ 672.€
Weighted average common shares and common stotsk uni
outstanding (for basic calculatio 738.7 731.t 749.¢
Dilutive effect of outstanding common stock optiams RSU: 7.2 10.z 20.3
Weighted average common and common equivalentshare
outstanding (for diluted calculatio 745.¢ 741.7 770.]
EPS— basic $ 05 $ 04: $ 0.9¢
EPS— diluted $ 05z % 04: % 0.87

Potential dilutive shares consist of the incremlesianmon shares issuable upon the exercise ofamdistg stock
options (both vested and non-vested) and unvesidsRusing the treasury stock method. Potentiatidé shares
are excluded from the computation of earnings peresif their effect is antidilutive. The numberasftidilutive
options totaled 16.6 million, 40.4 million and 10nllion, in fiscal years 2009, 2008 and 2007, exgjvely.

Note 17: Commitments and Contingencies

Guarantees

The Company has unconditionally guaranteed theyrapat of certain Japanese yen-denominated bank knach
related interest and fees of an unconsolidatedyeguiestee, Starbucks Japan. The guarantees oentimtil the
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loans, including accrued interest and fees, haea baid in full. The Company’s maximum exposurearrttis
commitment is disclosed in the table below anéhistéd to the sum of unpaid principal and interestwell as othe
related expenses. These amounts will vary baséldictaations in the yen foreign exchange rate.

Starbucks has commitments under which it unconuitiy guarantees its proportionate share of celiamowings
of unconsolidated equity investees. The Companggimum exposure under these commitments disclostuki
table below excludes interest and other relatetbcdse fair value of these guarantees is includdgtjuity and cos
investments and Other accrued expenses on theli@ied balance sheets.

The following table presents information on uncaiodial guarantees as of September 27, Z60fillions):

Estimated Fair Value

Maximum Year Guarantee Recorded on

Exposure Expires in Balance Shee
Japanese y-denominated bank loal $ 2.8 201« $—D
Borrowings of other unconsolidated equity inves! $17.¢ 2009 to 201 $3.7

(@) Since there has been no modification of these ¢pmmantees subsequent to the Company’s adoption of
accounting requirements for guarantees, Starbuakspplied the disclosure provisions only and lwasetordec
the guarantees on its consolidated balance st

Legal Proceeding:

On October 8, 2004, a former hourly employee ofGoenpany filed a lawsuit in San Diego County Supre@ourt
entitledJou Chau v. Starbucks Coffee Compaifihe lawsuit alleged that the Company violatedGaéfornia Labo
Code by allowing shift supervisors to receive tigare specifically, the lawsuit alleged that sirsteéft supervisors
direct the work of baristas, they qualify as “agémtf the Company and are therefore excluded freceiving tips
under California Labor Code Section 351, which itk employers and their agents from collectingemeiving
tips left by patrons for other employees. The laiMsuther alleges that because the tipping prastidolated the
Labor Code, they were unfair practices under tHéddtaia Unfair Competition Law. On February 28,08) the tria
court ruled against the Company in the liabilityapé of the trial and on March 20, 2008 the cowtermd the
Company to pay approximately $87 million in regtdn, plus interest. The Company appealed the mecf the
trial court and on June 2, 2009 the California Cofiippeal reversed the trial court’s judgmenttinentirety and
ruled in favor of Starbucks. The Court of Appeahige plaintiffs’ petition for rehearing and reaffied its ruling on
July 2, 2009. The plaintiffs filed a petition faview with the California Supreme Court on July 2809. The
California Supreme Court denied plaintiffs’ petititor review. The trial court has been orderedrteejudgment
for Starbucks and dismiss the case.

On June 30, 2005, three individuals, Erik Lordsni@ung, and Donald Brown filed a lawsuit in Orar@munty
Superior Court, California. The lawsuit allegedtttiee Company violated the California Labor Codetisa 432.8
by asking job applicants to disclose at the timapylication convictions for marijuana related aes more than
two years old. The California Court of Appeal is$@eruling on December 10, 2008 instructing tha jridge to
enter summary judgment against plaintiffs and taéf@nia Supreme Court has rejected the plairitédfgpeal. The
matter is now back before the trial court awaitiimgl dismissal.

The Company is party to various other legal prosegedarising in the ordinary course of its businéss it is not
currently a party to any legal proceeding that ngenaent believes would have a material adversetaffethe
consolidated financial position or results of opierss of the Company.

Note 18: Segment Reporting

Segment information is prepared on the same Hasigite Company’s management reviews financiarinéion
for operational decision making purposes. Starbbelssthree reportable operating segments: US pitienal and
CPG. In the fourth fiscal quarter of 2009, the Campchanged the composition of its reportable segsnd@he US
foodservice business, which was previously reparigde US segment, is now reported in the CPG segnas a
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result of internal management realignments withenS and CPG businesses. Segment informationl foriar
periods presented has been revised to reflecthizisge.

United States

The Company’s US operations represent 80% of @bahpany-operated retail revenues, 33% of totaliajtgc
revenues and 73% of total net revenues for fiseat Y009. US operations sell coffee and other lages;
complementary food, whole bean coffees, and cdffeaiing equipment and merchandise primarily through
Companyeperated retail stores. Specialty operations withinUS include licensed retail stores, and othidiatives
related to the Company’s core business.

International

The Company’s International operations represantéimaining 20% of Company-operated retail reveanes20%
of total specialty revenues as well as 19% of toédlrevenues for fiscal year 2009. Internatiomarations sell
coffee and other beverages, complementary foodleAtean coffees, and coffee brewing equipment and
merchandise through Company-operated retail siorée UK, Canada and several other markets. Specia
operations in International primarily include réttbre licensing operations in nearly 40 counterd foodservice
accounts, primarily in Canada and the UK. Manyhaf Company’s International operations are in estdges of
development that require a more extensive suppgearization, relative to the current levels of rewe and
operating income, than in the US.

Global Consumer Products Group

The Company’'s CPG segment represents 47% of {¢alaty revenues and 8% of total net revenuefidoal year
2009. CPG operations sell a selection of whole lz@mhground coffees as well as a selection of premiiaza®
teas through licensing arrangements in US andniatemal markets. CPG operations also produce @lhd s
ready-to-drink beverages which include, among stheottled Frappuccin®beverages, Starbucks DoubleS#ot
espresso drinks, and Discoverfeshilled cup coffee, as well as Starbusuper-premium ice creams through its
marketing and distribution agreements and jointwess. The US foodservice business sells coffeeotinet related
products to institutional foodservice companieswiite majority of its sales through national brazeldistribution
networks.

Unallocated Corporate includes expenses pertaioicgrporate administrative functions that supploetoperating
segments but are not specifically attributablertmmanaged by any segment and are not includeceireghorted
financial results of the operating segments. Thestlocated corporate expenses include certainrgeaed
administrative expenses, related depreciation amttization expenses, restructuring charges andiataéncluded
in Net interest income and other and Interest expem the consolidated statements of earnings.

The Company’s revenue mix by product type was Bgvis (in millions):

Fiscal Year Endec Sep 27, 200! Sep 28, 200t Sep 30, 200°

Beverage $6,238.« 64% $ 6,663.0 64% $6,029.. 64%
Food 1,680.: 17% 1,511 15% 1,332.0 14%
Whole bean coffee 965.2 1% 987.¢ 9% 9131 1%
Other® 890.f 9% 1,220 12% 1,136. 12%
Total $9,774.¢ 10(% $10,383.( 10C% $9,411.! 10(%

() Other includes royalty and licensing revenues, taye-related accessories and equipm
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The tables below represent information by geog@ptea (n millions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Net revenues from external custome

United State: $ 7,787, $ 8,227.( $ 7,678.
Other countrie! 1,986.¢ 2,156.( 1,732.¢
Total $ 9,774¢ $10,383.( $ 9,411

No customer accounts for 10% or more of the Com'’s revenues. Revenues are shown based on the ghagra
location of the customers. Revenues from countilsr than the US consist primarily of revenuesfi®anada an
the UK, which together account for approximatel$66f net revenues from other countries for fis@02

Sep 27,200  Sep 28,200  Sep 30, 200

Long-lived assets

United State: $ 2,776 $ 3,099.¢ $ 2,990.¢
Other countrie: 764.: 824.¢ 667.¢
Total $ 3541.( $ 3,924 $ 3,658.t

Management evaluates the performance of its opgraggments based on net revenues and operatorgénd he
accounting policies of the operating segmentstaesame as those described in the summary of isigmif
accounting policies in Note 1. Operating incomeespnts earnings before Net interest income aret difiterest
expense and Income taxes. Management does nob&v#he performance of its operating segments wsagt
measures. The identifiable assets by segment desttlim this note are those assets specificalltiftbdle with each
segment and include net property, plant and equipneguity and cost investments, goodwill, and pth&ngible
assets. Corporate assets are primarily comprisedsdf and investments, assets of the corporatejhaddrs and
roasting facilities, and inventory. The methodolaped to identify specific assets with the segmientiscal 2009
was applied to the fiscal 2008 and 2007 amountdatied below.
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The table below presents information by operategnsent for the fiscal years notéd millions):

Unallocatec
United State:  International CPG Corporate Total
Fiscal 2009:
Net Revenues
Compan-operated reta $ 6572. $ 1608( $ — $ — $ 8,180.:
Specialty:
Licensing 528.¢ 266.2 427.2 — 1,222.:
Foodservice and oth: 3.€ 46.2 322.4 — 372.%
Total specialty 532.t 312.¢ 749.€ — 1,594
Total net revenue 7,104.¢ 1,920.¢ 749.¢ — 9,774.¢
Depreciation and amortizatic 378.1 102.5 5.7 48.4 534.%
Income from equity investet 0.t 53.€ 67.¢ — 121.¢
Operating income/(los: 531.¢ 92.€ 296.: (359.0 562.(
Equity method investmen — 248.¢ 64. — 313.2
Total asset 1,650.( 1,071.: 102.1 2,753.¢ 5,576.¢
Net impairment and disposition loss 120.¢ 45.¢ — 57.7 224.¢
Fiscal 2008:
Net Revenues
Compan-operated reta $ 6997, $ 1,774 $ — $ — $8,771.¢
Specialty:
Licensing 504.Z 274.¢ 392.¢ — 1,171.¢
Foodservice and oth 30.1 54.4 355.( — 439.
Total specialty 534.: 329.2 747.€ — 1,611.:
Total net revenue 7,532.( 2,103.¢ 747.€ — 10,383.(
Depreciation and amortizatic 395.4 108.¢ .3 38.¢ 549.:
Income (loss) from equity investe 1.9 54.2 60.7 — 113.€
Operating income/(los: 454.; 110.C 279.2 (339.9) 503.¢
Equity method investmen (0.5) 223.€ 44.¢ — 267.¢
Total asset 1,966.! 1,066.( 85.€ 2,554.7 5,672.¢
Net impairment and disposition loss 275.1 19.C — 30.€ 325.(
Fiscal 2007:
Net Revenues
Compan-operated reta $ 6560¢ $ 1437 $ — $ — $ 7,998.:
Specialty:
Licensing 439.] 220.¢ 366.: — 1,026.!
Foodservice and oth 22.¢ 37.¢ 326.1 — 386.¢
Total specialty 462.( 258.¢ 692.4 — 1,413..
Total net revenue 7,022.¢ 1,696.: 692.4 — 9,411
Depreciation and amortizatic 341.% 84.2 6.€ 34.7 467.2
Income from equity investet 0.€ 45.7 61. — 108.(
Operating income/(los: 1,005.: 137.% 248.¢ (337.9 1,053.¢
Equity method investmen 0.€ 196.¢ 36.¢ — 234.F
Total asset 2,078.° 948.7 90.C 2,226.f 5,343.¢
Net impairment and disposition loss 9.3 15.1 — 1.€ 26.C

The table below reconciles the total of the regie@egments’ operating income to the Company’saltated
earnings before income taxg@s millions):

Fiscal Year Endec Sep 27, 200 Sep 28, 200 Sep 30, 200
Operating incom: $ 562 $ 503.¢ $ 1,053
Interest income and other, r 36.:2 9.C 40.4
Interest expens (39.) (53.9 (38.0
Earnings before income tax $ 5592 $ 4595 $ 1,056.
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Note 19: Subsequent Even

On September 30, 2009, Starbucks acquired 100 meseaership of the Company’s business in Franoeyerting
it from a 50% joint venture with Sigla S.A. (Grupips) of Spain to a Company-operated market. Steebu
simultaneously sold its 50% ownership interesth@Spain and Portugal markets to Grupo Vips, cdimgethem tc
licensed markets.

Note 20: Summarized Quarterly Financial Information (unaudited, in millions, except EPS

First Second Third Fourth Total

2009:

Net revenue $2,615.. $2,333.0 $2,403.¢ $2,422.. $ 9,774.

Operating incom(®) 117.5 40.¢ 204.( 199.2 562.(

Net earning®) 64.2 25.C 151.t 150.( 390.¢

EPS— diluted 0.0¢ 0.0< 0.2C 0.2C 0.5z
2008:

Net revenue $2,767.¢ $2,526.( $2,574.( $2,515.. $10,383.!(

Operating income/(los<? 333.1 178.2 (21.¢) 14.2 503.¢

Net earnings/(loss() 208.1 108.7 (6.7) 5.4 315t

EPS— diluted 0.2¢ 0.1¢ (0.01) 0.01 0.42

(@) Includes pretax restructuring charges of $75.5iom)I$152.1 million, $51.6 million and $53.2 millidor the
first, second, third and fourth fiscal quartergegively.

@ Includes pretax restructuring charges of $167.Tianiand $99.2 million for the third and fourthde quarters,
respectively
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Sigkd Corporation
Seattle, Washington

We have audited the accompanying consolidated balsineets of Starbucks Corporation and subsidiéities
“Company”) as of September 27, 2009 and Septen®e2@08, and the related consolidated statemergarofngs,
shareholders’ equity, and cash flows for each efttinee years in the period ended September 29, db@se
financial statements are the responsibility of@menpany’s management. Our responsibility is to egpran opinion
on these financial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighago
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esabasis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetegresent fairly, in all material respects, tin@ricial position of
Starbucks Corporation and subsidiaries as of Sepei7, 2009 and September 28, 2008, and the sasfitheir
operations and their cash flows for each of thedtyears in the period ended September 27, 20@8niiormity
with accounting principles generally accepted m lthmited States of America.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the Company'’s internal control over finalneporting as of September 27, 2009, based iterier
established in Internal Control 4ategrated Framework issued by the Committee ohSpong Organizations of tl
Treadway Commission and our report dated NovemBgP@09 expressed an unqualified opinion on the @oy's
internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP
Seattle, Washington

November 20, 200
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

Not applicable

Item 9A. Controls and Procedure

Disclosure Controls and Procedures

The Company maintains disclosure controls and phaess that are designed to ensure that materiainiation
required to be disclosed in the Company’s periogjorts filed or submitted under the SecuritiesHaxge Act of
1934, as amended (the “Exchange Act”), is recorpgeatessed, summarized and reported within the pieneds
specified in the SEC'’s rules and forms. Starbudgslasure controls and procedures are also designedsure that
information required to be disclosed in the reptresCompany files or submits under the ExchangdsAc
accumulated and communicated to the Company’s neaneit, including its principal executive officerdan
principal financial officer as appropriate, to alldimely decisions regarding required disclosure.

During the fourth quarter of fiscal 2009 the Comypaarried out an evaluation, under the superviaioth with the
participation of the Company’s management, inclgdhre chief executive officer and the chief finahdfficer, of
the effectiveness of the design and operationefithclosure controls and procedures, as defined in

Rules 13a-15(e) and 15d-15(e) under the ExchangeB&sed upon that evaluation, the Company’s axetutive
officer and chief financial officer concluded thheé Companys disclosure controls and procedures were effecs
of the end of the period covered by this reporp{&mber 27, 2009).

During the fourth quarter of fiscal 2009, there &vap changes in the Company’s internal control déinancial
reporting (as defined in Rules 13a-15(f) and 15¢() 1 the Exchange Act) that materially affectadaoe
reasonably likely to materially affect internal ¢ over financial reporting.

The certifications required by Section 302 of tlaelanes-Oxley Act of 2002 are filed as exhibitsl3nd 31.2,
respectively, to this 10-K.

Report of Management on Internal Control over Finartial Reporting

The management of Starbucks is responsible fobksttitng and maintaining adequate internal cortrar financia
reporting. Internal control over financial repodiis a process to provide reasonable assurancelnegahe
reliability of the Company’s financial reportingrfexternal purposes in accordance with accountingiples
generally accepted in the United States of Ametigarnal control over financial reporting includasintaining
records that in reasonable detail accurately ainly f&flect the Company’s transactions; providimgsonable
assurance that transactions are recorded as nscésspreparation of the Company’s financial staéats;
providing reasonable assurance that receipts gmeheitures are made in accordance with management
authorization; and providing reasonable assurdmteunauthorized acquisition, use or dispositionahpany asse
that could have a material effect on the Compafigancial statements would be prevented or deteated timely
basis. Because of its inherent limitations, inteomatrol over financial reporting is not intenddprovide absolute
assurance that a misstatement of the Company’sdiakstatements would be prevented or detected.

Management conducted an evaluation of the effantise of the Company’s internal control over finahseporting
based on the framework and criteria establishédternal Control — Integrated Frameworkssued by the
Committee of Sponsoring Organizations of the Tremgd@ommission. This evaluation included reviewhsf t
documentation of controls, evaluation of the desiffactiveness of controls, testing of the operagffectiveness ¢
controls and a conclusion on this evaluation. Basethis evaluation, management concluded thaCtmapany’s
internal control over financial reporting was effee as of September 27, 2009.

The Company'’s internal control over financial repay as of September 27, 2009, has been audit&Emjtte &
Touche LLP, an independent registered public adogifirm, as stated in their report which is inbhd herein.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of Sizkb Corporation
Seattle, Washington

We have audited the internal control over finangéglorting of Starbucks Corporation and subsidsafibe
“Company”) as of September 27, 2009, based onrieriestablished in Internal Control — Integratedrfework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. The Companylanagement
responsible for maintaining effective internal cohbver financial reporting and for its assessnudrihe
effectiveness of internal control over financigboging, included in the accompanying Report of Eigement on
Internal Control over Financial Reporting. Our resgibility is to express an opinion on the Comparigternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBoa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvidi the
company'’s principal executive and principal finalafficers, or persons performing similar funcgpand effected
by the company board of directors, management, and other peetomprovide reasonable assurance regardin
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
generally accepted accounting principles. A compsaimgernal control over financial reporting incleglthose
policies and procedures that (1) pertain to thenteaiance of records that, in reasonable detailirately and fairly
reflect the transactions and dispositions of tleetssof the company; (2) provide reasonable asseriduat
transactions are recorded as necessary to perepagation of financial statements in accordanch generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeiordgcordanc
with authorizations of management and directoithefcompany; and (3) provide reasonable assurageeding
prevention or timely detection of unauthorized asijon, use, or disposition of the company’s assleat could
have a material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possitip of collusion
or improper management override of controls, matenisstatements due to error or fraud may notrbegmnted or
detected on a timely basis. Also, projections gof evaluation of the effectiveness of the interraitool over
financial reporting to future periods are subjectite risk that the controls may become inadedotause of
changes in conditions, or that the degree of caanpé with the policies or procedures may detemorat

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting a
of September 27, 2009, based on the criteria ésitagol in Internal Control — Integrated Framewosuisd by the
Committee of Sponsoring Organizations of the Tremd@ommission.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the consolidated financial statement$ asafor the fiscal year ended September 27, 2608 eCompany
and our report dated November 20, 2009 expressedgualified opinion on those financial statements.

/s/ DELOITTE & TOUCHE LLP
Seattle, Washington

November 20, 200
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Iltem 9B. Other Information

None.

PART IlI

As used in this Part Ill, “Starbucks” and the “Caampg” mean Starbucks Corporation.

Item 10. Directors, Executive Officers and Corporate Govente

The information required by this item regarding @@mpany’s directors is incorporated herein byrafee to the
sections entitled “Proposal 1 — Election Of Diregstcand “Executive Compensation — Section 16(a)éBieral
Ownership Reporting Compliance” and “Corporate Goaace — Board Committees and Related Matterdién t
Company’s definitive Proxy Statement for the AnnMaleting of Shareholders to be held on March 2402he
“Proxy Statement”). Information regarding the Comya executive officers is set forth in Item 4 airP1 of this
Report under the caption “Executive Officers of Reygistrant.”

The Company adopted a code of ethics applicalits thief executive officer, chief financial officecontroller and
other finance leaders, which is a “code of ethastlefined by applicable rules of the SEC. Thissdegublicly
available on the Company’s website at www.starbwecia/aboutus/corporate_governance.asp. If the Coynpa
makes any amendments to this code other than tadhadministrative or other non-substantive amesmis) or
grants any waivers, including implicit waivers, i@ provision of this code to the Company’s chiefautive
officer, chief financial officer or controller, theompany will disclose the nature of the amendmentaiver, its
effective date and to whom it applies on its webeitin a report on Form 8-K filed with the SEC.

Item 11. Executive Compensatio

The information required by this item is incorp@aby reference to the sections entitled “Execuieenpensation”
and “Corporate Governance — Compensation Committetife Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners ahbnagement and Related Shareholder Matt

The information required by this item is incorp@aby reference to the sections entitled “Bendfidianership of
Common Stock” and “Executive Compensation — Eq@iympensation Plan Information” in the Proxy Statetne

Item 13. Certain Relationships and Related Transactions, abitector Independence

The information required by this item is incorpeby reference to the section entitled “Executive
Compensation — Certain Relationships and Relatadsactions” and “Corporate Governance — Affirmative
Determinations Regarding Director IndependenceQiher Matters” in the Proxy Statement.

Item 14. Principal Accountant Fees and Servict

The information required by this item is incorpeaby reference to the sections entitled “IndepenBegistered
Public Accounting Firm Fees” and “Policy on Audibi@mittee Pre-Approval of Audit and Permissible Naundit
Services of the Independent Registered Public Attog Firm” in the Proxy Statement.
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PART IV

Item 15. Exhibits and Financial Statement Schedul

(a) The following documents are filed as a parhds 10-K:

1. Financial Statements
The following financial statements are includedPart II, Item 8 of this 10-K:

» Consolidated Statements of Earnings for the figeats ended September 27, 2009, September 28 22008
September 30, 200

« Consolidated Balance Sheets as of September 29,&0DSeptember 28, 20(

« Consolidated Statements of Cash Flows for thelfigears ended September 27, 2009 September 28, 2008
and September 30, 20C

« Consolidated Statements of Shareholders’ Equityiferfiscal years ended September 27, 2009,
September 28, 2008 and September 30, 2

* Notes to Consolidated Financial Statements;

» Reports of Independent Registered Public Accourfing

2. Financial Statement Schedule

Financial statement schedules are omitted bechegeate not required or are not applicable, oréoeired
information is provided in the consolidated finalatatements or notes described in Item 15(aj{@ye

3. Exhibits

The Exhibits listed in the Index to Exhibits, whighpears immediately following the signature paugtia
incorporated herein by reference, are filed as gfatiis 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, as amentied
registrant has duly caused this report to be sigmeits behalf by the undersigned, thereunto duthearized.

STARBUCKS CORPORATION

By: /s/ Howard Schult

Howard Schultz
chairman, president and chief executive officer

November 20, 200

POWER OF ATTORNEY

Know all persons by these presents, that each pevbose signature appears below constitutes anuirgpp
Howard Schultz and Troy Alstead, and each of thesysuch person’s true and lawful attorneys-in-dact agents,
with full power of substitution and resubstitutidar such person and in such person’s name, plagdestead, in any
and all capacities, to sign any and all amendntentsis Report, and to file the same, with all éxtsi thereto, and
other documents in connection therewith, with teeuities and Exchange Commission, granting untb sa
attorneys-in-fact and agents, and each of therhp&wer and authority to do and perform each aretyesct and
thing requisite and necessary to be done in coimmettierewith, as fully to all intents and purpossssuch person
might or could do in person, hereby ratifying aoafirming that all said attorneys-fiact and agents, or any of th
or their or such person’s substitute or substitutesy lawfully do or cause to be done by virtugdoé

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, this report has sigaed below
by the following persons on behalf of the Registiamd in the capacities indicated as of Novembe209.
Signature Title

By: /s/ Howard Schultz chairman, president and chief executive officer
Howard Schult:

By: /s/ Troy Alstead executive vice president, chief financial officexdachief
Troy Alstead administrative officer (principal financial officemd
principal accounting officer

By: /s/ Barbara Bass director
Barbara Bas

By: /s/ William W. Bradley director
William W. Bradley

By: /s/ Mellody Hobson director
Mellody Hobsor

By: /s/ Kevin Johnson director
Kevin Johnsot
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By:

By:

By:

By:

By:

By:

Signature

/s/ Olden Lee

Olden Lee

/sl Sheryl Sandberg

Sheryl Sandber

/s/ James G. Shennan Jr.

James G. Shennan

/sl Javier G. Teruel

Javier G. Terue

/sl Myron E. Ullman Il

Myron E. Ullman Il

/sl Craig E. Weatherup

Craig E. Weatheru
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director

director

director

director

director
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Exhibit

Number
31
3.2
4.1
4.2
4.3

10.1*

10.2*

10.3

10.3.1

10.4*

105

10.6*

10.7*
10.8*
109
10.10*
10.11*

10.12

INDEX TO EXHIBITS

Incorporated by Reference

Date of Exhibit Filed

Exhibit Description Form File No. First Filing  Number  Herewith
Restated Articles of Incorporation of Starbu  10-Q 0-20322 05/12/0¢ 3.1
Corporatior
Amended and Restated Bylaws of Starbucks 8-K 0-20322  1/12/09 3.2
Corporatior
Form of Indenture S-3 ASkF 33E-14557. 8/20/07 4.1
Form of Note for 6.25% Senior Notes due 2 8-K 0-20322  8/23/07 4.2
Form of Supplemental Indenture for 8-K 0-20322  8/23/07 4.3
6.25% Senior Notes due 20
Starbucks Corporation Amended and Restated 8-K 0-20322  3/20/09 10.2
Key Employee Stock Option Plan — 1994, as
amended and restated through March 18, :
Starbucks Corporation Amended and Restated10-K 0-20322  12/23/0: 10.2
1989 Stock Option Plan for Non-Employee
Directors
Starbucks Corporation 1991 Company-Wide 8-K 0-20322  3/20/09 10.3
Stock Option Plan, as amended and restated
through March 18, 200
Starbucks Corporation 1991 Company-Wide 10-K 0-20322  12/23/0: 10.3.1
Stock Option Plan — Rules of the UK
Sub-Plan, as amended and restated through
November 20, 200
Starbucks Corporation Employee Stock 10-Q 0-20322  2/04/09 10.6
Purchase Plan — 1995 as amended and
restated through April 1, 20(
Amended and Restated Lease, dated as of  10-K 0-20322 12/20/01 105
January 1, 2001, between First and Utah Street
Associates, L.P. and Starbucks Corpora
Starbucks Corporation Executive Management 8-K 0-20322  9/25/06 101
Bonus Plan, as amended and restated effective
September 19, 20(
Starbucks Corporation Management Deferred S-8 333-65181 10/01/9¢ 4.1
Compensation Pla
Starbucks Corporation 1997 Deferred Stock 10-K 0-20322  12/23/9¢ 10.17
Plan
Starbucks Corporation UK Share Save F 10-K 0-20322 12/23/0: 10.9
Starbucks Corporation Directors Deferred 10-K 0-20322 12/23/0: 1C.10
Compensation Plan, as amended and restated
effective September 29, 20
Consulting Agreement dated April 6, 2009 10-Q 0-20322 08/05/0¢ 101
between Starbucks Corporation and Olden
Starbucks Corporation UK Share Incentive 10-K 0-20322 12/14/0¢ 1C.12

Plan, as amended and restated effective
November 14, 200
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Exhibit
Number

10.13*

10.14*

10.15*

10.16*

10.17*

10.18*

10.19*

10.20

10.21

10.22

10.23

Incorporated by Reference
Date of Exhibit
Exhibit Description Form File No. First Filing Number

Filed
Herewith

Starbucks Corporation 2005 Lofiggrm Equity  8-K 0-20322 03/20/0¢ 101
Incentive Plan, as amended and restated

effective March 18, 200

2005 Key Employee Sub-Plan to the Starbucksl0-Q 0-20322 02/10/0€ 10.2
Corporation 2005 Long-Term Equity Incentive

Plan, as amended and restated effective

November 15, 200

2005 Non-Employee Director Sub-Plan to the 8-K 0-20322 02/10/0% 10.3
Starbucks Corporation 2005 Lofigrm Equity

Incentive Plar

Stock Option Grant Agreement for Purchase of8-K 0-20322 02/10/0% 104
Stock under the 2005 Key Employee

Sub-Plan to the Starbucks Corporation 2005

Long-Term Equity Incentive Pla

Stock Option Grant Agreement for Purchase of8-K 0-20322 02/10/0% 105
Stock under the 2005 Non-Employee Director

Sub-Plan to the Starbucks Corporation 2005

Long-Term Equity Incentive Pla

Letter Agreement dated as of February 11,  10-Q 0-20322 02/16/0% 101
2005 by and among the Company, the Schultz

Irrevocable Trust and the Howard D. Schultz

Irrevocable Trus

Letter Agreement dated February 5, 2009 10-Q 0-20322  05/06/0¢ 104
between Starbucks Corporation and John

Culver

2005 Company-Wide Sub-Plan to the 10-Q 0-20322 08/10/0% 101
Starbucks Corporation 2005 LofAg@rm Equity

Incentive Plar

Stock Option Grant Agreement for Purchase ofL0-Q 0-20322 08/10/0% 10.2
Stock under the 2005 Company-Wide

to the Starbucks Corporation 2005 Long-Term

Equity Incentive Plali

Credit Agreement dated August 12, 2005 8-K 0-20322 08/15/0% 101
among Starbucks Corporation, Bank of

America, N.A., as Administrative Agent,

Swing Line Lender and L/C Issuer, Wachovia

Bank N.A. and Citibank, N.A., as Co-

Documentation Agents, Banc of America

Securities LLC and Wells Fargo Bank, N.A.

Joint Lead Arrangers and Joint Book Manag

Wells Fargo Bank, N.A., as Syndication Age¢

and the other Lenders party there

Commercial Paper Dealer Agreement between 8-K 0-20322  3/27/07 10.1.1
Starbucks Corporation and Banc of America

Securities LLC, dated as of March 27, 2(
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Exhibit
Number

10.24

10.25*
10.26*

10.27*

10.28*

10.29*

10.30

10.31

10.32*

10.33*

10.34*

10.35*

12

21
23

Incorporated by Reference

Exhibit Description Form

Commercial Paper Dealer Agreement between 8-K
Starbucks Corporation and Goldman, Sachs &

Co., dated as of March 27, 20

Letter Agreement dated April 2, 2007 between 8-K
Starbucks Corporation and Peter J. Boi

Letter Agreement dated July 16, 2007 between8-K
Starbucks Corporation and Martin Co

Letter Agreement dated February 19, 2008  10-Q
between Starbucks Corporation and Arthur
Rubinfeld

Letter Agreement dated January 10, 2008 10-Q
between Starbucks Corporation and Chet
Kuchinad

Letter Agreement dated February 21, 2008  10-Q
between Starbucks Corporation and Clifford
Burrows

Amendment No. 4 to Credit Agreement dated 8-K
October 31, 2008, among Starbucks

Corporation, Bank of America, N.A., as
Administrative Agent and the Lenders party

thereto

Amendment No. 5 to Credit Agreement dated 10-Q
June 8, 2009, among Starbucks Corporation,

Bank of America, N.A., as Administrative

Agent and the Lenders party ther

Letter Agreement dated November 6, 2008 8-K
between Starbucks Corporation and Troy

Alstead

Time Vested Restricted Stock Unit Agreement 8-K
(US) under Starbucks Corporation 2005 Long-
Term Equity Incentive Pla

Time Vested Restricted Stock Unit Agreement 8-K
(International) under Starbucks Corporation

2005 Lon+-Term Equity Incentive Pla

Performance Based Restricted Stock Unit 8-K
Agreement under Starbucks Corporation 2005
Long-Term Equity Incentive Pla

Computation of Ratio of Earnings to Fixed —

Charges

Subsidiaries of Starbucks Corporat —
Consent of Independent Registered Public —

Accounting Firm
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Date of Exhibit Filed
File No. First Filing Number  Herewith
0-20322  3/27/07 1C.1.2
0-20322  4/3/07 101
0-20322  7/17/07 101
0-20322  05/08/0¢ 1C.1
0-20322 05/08/0¢ 10.2
0-20322 05/08/0¢ 1G.3
0-20322 10/31/0¢ 101
0-20322  08/05/0¢ 10.2
0-20322 11/12/0¢ 101
0-20322  11/7/08 1C.1
0-20322 11/7/08 10.2
0-20322  11/7/08 1G.3
— S — X
— S — X
— S — X
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Exhibit
Number

311

31.2

32

Exhibit Description

Certification of Principal Executive Officer
Pursuant to Rule 13a-14 of the Securities
Exchange Act of 1934, As Adopted Pursuar
Section 302 of the Sarbal-Oxley Act of 200z
Certification of Principal Financial Officer
Pursuant to Rule 13a-14 of the Securities
Exchange Act of 1934, As Adopted Pursuar
Section 302 of the Sarbal-Oxley Act of 2002
Certifications of Principal Executive Officer
and Principal Financial Officer Pursuant to
18 USC. Section 1350, As Adopted Pursual
Section 906 of the Sarbal-Oxley Act of 200z

Incorporated by Reference

Date of Exhibit Filed
Form File No. First Filing Number Herewith
— — - = X
— — R — X
— — - = X

* Denotes a management contract or compensatoropkamangemen
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EXHIBIT 12

Starbucks Corporation
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(in millions, except ratio¥

Sep 27, Sep 28, Sep 30, Oct 1, Oct 2,
Fiscal year ended 2009 2008 2007 2006 2005
Earnings®) $ 559.2 $ 459.f $1,056.: $ 906.: $ 796.:
Income from equity investet (121.9 (113.¢ (108.0 (94.0 (76.€)
Distributed income from equity investe 53.C 52.¢ 65.¢ 49.7 30.€
Minority interest in subsidiarie 0.7 (3.€ 1.1 1.C 0.t
Amortization of capitalized intere 1.0 0.8 0.4 0.1 —
Fixed charges, excluding capitalized inte! 284.4 300.¢ 254.t 181.¢ 149.]
Total earnings available for fixed charg $ 776. $ 695.¢ $1,270.: $1,044.: $ 900.:
Fixed charges
Interest and debt expen@ $ 42z $ 617 $ 42: $ 111 $ 2
Interest portion of rental expen 245.] 246.2 216.] 173.¢ 147.¢
Total fixed charge $ 287.t $ 307.¢ $ 258. $ 184.f $ 149.1
Ratio of earnings to fixed charg 2.7 2.3 4.9 5.7 6.C

@) Earnings represent income from continuing operatlmefore provision for income taxes and cumulagiffect of accounting chang
@ Includes amortization of de-related expenses and interest capitalized duriegéhniod.



EXHIBIT 21

SUBSIDIARIES OF STARBUCKS CORPORATION

The list below excludes certain subsidiaries whazmsidered in the aggregate as a single subsjdienyld not constitute a significant
subsidiary under SEC rules as of September 27,.2009

Coffee House Holdings, Inc. (a Washington corporgti
Olympic Casualty Insurance Company (a Vermont caiian)
SCI UK I, Inc. (a Washington corporation)

Seattle Coffee Company (a Georgia corporation)
Seattle’s Best Coffee LLC (a Washington lidit@bility company)
Torrefazione ltalia LLC (a Washington limitkability company)

Starbucks Brazil Commercio de Cafes Ltda. (a Biazitorporation)

Starbucks Capital Asset Leasing Company, LLC (aele limited liability company)
Starbucks Coffee Company (Australia) Pty. Ltd. farstralian corporation)

Starbucks Coffee Canada, Inc. (a Canadian corpoiati

Starbucks Coffee Holdings (UK) Limited (a UK corption)
Starbucks Coffee Company (UK) Limited (a UKmaration)
Torz & Macatonia Limited (a UK corporation)

Starbucks Coffee International, Inc. (a Washingtorporation)
Alki Limited Partnership (a UK limited partrsrip)
Starbucks Coffee EMEA B.V. (a Dufmfivate limited liability company)
Starbucks Manufacturing EMEA/B(a Dutch private limited liability company)
Starbucks-Marinopoulos SEE Ba/Dutch private limited liability company)
Marinopoulos Coffee Comypdih S.R.L. (a Romanian limited liability company)
Marinopoulos Coffee Comp&ulgaria EOOD (a Bulgarian limited liability corapy)
Starbucks Coffee Deutschlandb®nfa German corporation)
Starbucks Coffee Company (indlaLimited (an Irish corporation)
AmRest Coffee s.r.o0. (a Czech Repulic limiiability company)
AmRest Coffee Sp. z.0.0. (a Polish limitedbilitly company)
AmRest Kavezo Kft. (a Hungarian limited liatyilcompany)
Berjaya Starbucks Coffee Company Sdn. Bhlgkaysian corporation)
Café Sirena S. de R. L. de C.V. (a Mexicarntédhliability company)
Coffee Concepts (Hong Kong) Limited (a Hongngaorporation)
Coffee Concepts (Macau) Limited (a Macatporation)
Coffee Concepts (Southern China) Ltd. (a HEpgg corporation)
Coffee Concepts (Guangdong) Ltd. (a Céeneprporation)
Coffee Concepts (Shenzhen) Ltd. (a Cleireesporation)
Marinopoulos Coffee Company Cyprus LimitedC{gprian corporation)
Marinopoulos Coffee Company S.A. (a Greek ocaipon)
President Coffee (Cayman) Holdings Ltd. (ai@ag Islands corporation)
Shanghai President Coffee Co. (a Chicesgoration)
President Starbucks Coffee Taiwan Limited #avBnese corporation)
Rain City C.V. (a Dutch limited partnership)
Emerald City C.V. (a Dutch Limited Pantsigp)
High Grown Investment Group (Hongrigp Limited (a Hong Kong corporation)
Beijing Starbucks Coffee Compéid. (a Chinese corporation)
Starbucks Coffee Trading Company Sa8ydss corporation)




Starbucks Coffee Agronomy Compariy.B. (a Costa Rican S.R.L.)
Starbucks Farmer Support Center Rlas®arl (a Rwandan corporation)
Starbucks Farmer Support CenterdpihiPLC (an Ethiopian limited liability company)

SBI Nevada, Inc. (a Nevada corporation)

SCI Investment, Inc. (a Washington corporgtion
Starbucks Coffee Puerto Rico, LLC (a Dwee corporation)

SCI Europe |, Inc. (a Washington corporation)

SCI Europe I, Inc. (a Washington corporation)

SCI Ventures, S.L. (a Spanish limited liagililompany)

Starbucks Coffee Japan, Ltd. (a Japac@gm®ration)

Shaya Coffee Limited (a Cypriot corporation)

Koffee Sirena LLC (a Russian limited lidaip company)

Starbucks Asia Pacific Investment Holding Lt (a Chinese corporation)
Qingdao American Starbucks Coffee Comgdamjted (a Chinese corporation)
Starbucks Coffee (Dalian) Company LimifadChinese corporation)
Starbucks Coffee (Liaoning) Co., LtdQlinese corporation)

Starbucks Asia Pacific Investment Holding ifnited (a Hong Kong corporation)
Starbucks (China) Company Limited (a @k corporation)

Starbucks (Shanghai) Supply Chain Cal, (@ Chinese corporation)

Starbucks Asia Pacific Investment HoldingLlifinited (a Hong Kong corporation)
Chengdu Starbucks Coffee Company Limige@hinese corporation)

Hubei Starbucks Coffee Company LimitecCfanese corporation)
Xi'an Starbucks Coffee Company LimitedQlinese corporation)

Starbucks Card Europe Limited (a UK corporatio

Starbucks Coffee Argentina S.R.L. (an Argemtiorporation)

Starbucks Coffee Asia Pacific Limited (a Hd¢ang corporation)

Starbucks Coffee Chile S.A. (a Chilean corfiorg

Starbucks Coffee France S.A.S. (a French catiom)

Starbucks Coffee Korea Co., Ltd. (a South ldareorporation)

Starbucks Coffee Singapore Pte. Ltd. (a Siagaporporation)

Starbucks-Marinopoulos Holdings B.V. (a Netheds private limited liability company)

Starbucks Coffee Austria GmbH (an Austriarpooation)

Starbucks Coffee Switzerland A.G. (a Swispooation)

Starbucks Coffee (Thailand) Ltd. (a Thailand cogpian)
Starbucks CPG International G.K. (a Japanese catipa)
Starbucks Holding Company (a Washington corporation
Starbucks Manufacturing Corporation (a Washingiompaoration)

Starbucks New Venture Company (a Washington cotjpoa
North American Coffee Partnership (a New Ylmkited partnership)

Urban Coffee Opportunities, LLC (a Washington liditliability company)



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference iniRegjion Statement Nos. 33-52526, 33-52528, 338233-92184, 333-65181, 338987
333-37442, 333-70648, 333-101806, 333-114090, 28548, and 333-142878 on Form S-8, and 333-14567bam S-3 of our reports
dated November 20, 2009, relating to the consdilifinancial statements of Starbucks Corporatiahsarbsidiaries and the effectiveness of
Starbucks Corporation and subsidiaries’ internakm@ over financial reporting, appearing in thiarual Report on Form 10-K of Starbucks
Corporation for the year ended September 27, 2009.

/s/ DELOITTE & TOUCHE LLP
Seattle, Washington
November 20, 200



EXHIBIT 31.1

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

I, Howard Schultz, certify that:

1. | have reviewed this Annual Report on Form 10-Ktfo fiscal year ended September 27, 2009 of Stagh@orporation (the
“Registrar”);

2. Based on my knowledge, this report does not comjnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andli@ periods presented in this rep

4. The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportirag @efined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the Registrant and we ha

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b)  designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the Registaisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibyeport based on such evaluation;
and

d) disclosed in this report any change in tkegiRrant’s internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the Redast’s internal control over financial reporting; &

5. The Registrant’s other certifying officer and | kadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the Registrant’s auditors and thetarainmittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have His@gn role in the Registrant’s
internal control over financial reportin

November 20, 200¢ /s/ Howard Schultz
Howard Schultz
chairman, president and chief executive offi




EXHIBIT 31.2

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

I, Troy Alstead, certify that:

1. I have reviewed this Annual Report on Form 10-Ktfur fiscal year ended September 27, 2009 of Stkgb@orporation (the
“Registrar”);

2. Based on my knowledge, this report does not commjnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the Registrant as of, andli@ periods presented in this rep

4. The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the Registrant and we ha

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhsribsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the Registaisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibyeport based on such evaluation;
and

d) disclosed in this report any change in tkegiRrant’s internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the Regist’s internal control over financial reporting; a

5. The Registrant’s other certifying officer and | kadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the Registrant’s auditors and thetarainmittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the Regigd’s ability to record, process, summarize and refpmahcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have Hiségn role in the Registrant’s
internal control over financial reportin

November 20, 200¢ /s/ Troy Alstead
Troy Alstead
executive vice president, chief financial officexda
chief administrative officel




EXHIBIT 32

CERTIFICATION PURSUANT TO 18 USC. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEB(LEY ACT OF 2002

In connection with the Annual Report of Starbucksp@ration (“Starbucks”) on Form 10-K for the fifgaar ended September 27, 2009, as
filed with the Securities and Exchange CommissiomNovember 20, 2009 (the “Report”), Howard Schulthairman, president and chief
executive officer of Starbucks, and Troy Alsteackautive vice president, chief financial officerdachief administrative officer of Starbucks,
each hereby certifies, pursuant to 18 USC. Sedt8&it), as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, that, to his
knowledge:

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) the information contained in the Report fairly pmets, in all material respects, the financial cbadiand results of operations of
Starbucks

November 20, 200 /s/ Howard Schultz

Howard Schult:
chairman, president and chief executive off

November 20, 200 /sl Troy Alsteac

Troy Alstead
executive vice president, chief financial officexd:
chief administrative office




